
Financial Statements
management’s responsibility for financial reporting
The consolidated financial statements of Canadian Western Bank and related financial information presented in this annual report have 
been prepared by management, who are responsible for the integrity and fair presentation of the information presented, which includes 
the consolidated financial statements, Management’s Discussion and Analysis (MD&A) and other information. The consolidated financial 
statements were prepared in accordance with Canadian generally accepted accounting principles, including the requirements of the Bank Act 
and related rules and regulations issued by the Office of the Superintendent of Financial Institutions Canada. The MD&A has been prepared in 
accordance with the requirements of securities regulators, including National Instrument 51-102 of the Canadian Securities Administrators (CSA).

The consolidated financial statements, MD&A and related financial information reflect amounts which must, of necessity, be based on 
informed estimates and judgments of management with appropriate consideration to materiality. The financial information presented elsewhere 
in this annual report is fairly presented and consistent with that in the consolidated financial statements.

Management has designed the accounting system and related internal controls, and supporting procedures are maintained to provide 
reasonable assurance that financial records are complete and accurate, assets are safeguarded and the Bank is in compliance with all regulatory 
requirements. These supporting procedures include the careful selection and training of qualified staff, defined division of responsibilities 
and accountability for performance, and the written communication of policies and guidelines of business conduct and risk management 
throughout the Bank.

We, as the Bank’s Chief Executive Officer and Chief Financial Officer, will certify Canadian Western Bank’s annual filings with the CSA  
as required by Multilateral Instrument 52-109 (Certification of Disclosure in Issuers’ Annual and Interim Filings). 

The system of internal controls is also supported by the internal audit department, which carries out periodic inspections of all aspects of the 
Bank’s operations. The Chief Internal Auditor has full and free access to the Audit Committee and to the external auditors.

The Audit Committee, appointed by the Board of Directors, is comprised entirely of independent directors who are not officers or employees 
of the Bank. The Committee is responsible for reviewing the financial statements and annual report, including management’s discussion and 
analysis of operations and financial condition, and recommending them to the Board of Directors for approval. Other key responsibilities of the 
Audit Committee include meeting with management, the Chief Internal Auditor and the external auditors to discuss the effectiveness of certain 
internal controls over the financial reporting process and the planning and results of the external audit. The Committee also meets regularly 
with the Chief Internal Auditor and the external auditors without management present.

The Conduct Review Committee, appointed by the Board of Directors, is composed of directors who are not officers or employees of the 
Bank. Their responsibilities include reviewing related party transactions and reporting to the Board of Directors those transactions which may 
have a material impact on the Bank.

The Office of the Superintendent of Financial Institutions Canada, at least once a year, makes such examination and inquiry into the affairs  
of the Bank and its federally regulated subsidiaries as is deemed necessary or expedient to satisfy that the provisions of the relevant Acts, having 
reference to the safety of the depositors and policyholders, are being duly observed and that the Bank is in a sound financial condition.

KPMG LLP, the independent auditors appointed by the shareholders of the Bank, have performed an audit of the consolidated financial 
statements and their report follows. The external auditors have full and free access to, and meet periodically with, the Audit Committee  
to discuss their audit and matters arising therefrom.

							        
Larry M. Pollock					     Tracey C. Ball, FCA 
President and Chief Executive Officer			   Executive Vice President and Chief Financial Officer

November 25, 2009, except as to Note 35,  
which is as of December 9, 2009
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Auditors’ Report
to the shareholders of canadian western bank
We have audited the Consolidated Balance Sheets of Canadian Western Bank as at October 31, 2009 and 2008 and the Consolidated 
Statements of Income, Comprehensive Income, Changes in Shareholders’ Equity and Cash Flow for the years then ended. These consolidated 
financial statements are the responsibility of the Bank’s management. Our responsibility is to express an opinion on these consolidated financial 
statements based on our audit.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Bank as at October 
31, 2009 and 2008 and the results of its operations and its cash flow for the years then ended in accordance with Canadian generally accepted 
accounting principles.

KPMG LLP 
Chartered Accountants 
Edmonton, Alberta

November 25, 2009 except as to Note 35,  
which is as of December 9, 2009
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CONSOLIDATED BALANCE SHEETS
AS AT OCTOBER 31 
($ thousands)

	 	 	 	 2009 		  2008 
Assets
Cash Resources
	 Cash and non-interest bearing deposits with financial institutions 	 $	 17,447  	 $	 8,988 
	 Deposits with regulated financial institutions 	 (Note 3)  	 	 266,980  		  464,193 
	 Cheques and other items in transit 	  	 	 12,677  		  18,992 
	 	  	 	 297,104  		  492,173 
Securities 	 (Note 4) 
	 Issued or guaranteed by Canada  	 	 854,457  		  347,777 
	 Issued or guaranteed by a province or municipality  	 	 253,143  		  452,045 
	 Other securities 	  	 	 783,809  		  429,142 
	 	  	 	 1,891,409  		  1,228,964 
Securities Purchased Under Resale Agreements 	 (Note 5)  	 	 –  		  77,000 
Loans 	 (Note 6) 
	 Residential mortgages  	 	 2,282,475  		  2,134,327 
	 Other loans 	  	 	 7,029,177  		  6,565,280 

 	 	 9,311,652  		  8,699,607 
		 Allowance for credit losses 	 (Note 7)  	 	 (75,459)  		  (75,538)
	 	  	 	 9,236,193  		  8,624,069 
Other
	 Land, buildings and equipment 	 (Note 8)  	 	 39,252  		  31,893 
	 Goodwill 	 (Note 9)  	 	 9,360  		  6,933 
		 Intangible assets 	 (Note 9)  	 	 6,465  		  2,155 
		 Insurance related 	 (Note 10) 	 	  55,932  		  52,943 
		 Derivative related 	 (Note 11)  	 	 2,334  		  9,980 
	 Other assets 	 (Note 12)  	 	 97,823  		  74,622 
	 	  	 	 211,166  		  178,526 
Total Assets 	 	 $	 11,635,872  	 $	 10,600,732 

Liabilities and Shareholders' Equity
Deposits 	 (Note 13) 
		 Payable on demand  	 $	 359,176 	 $	 383,083 
		 Payable after notice  	 	 2,778,601  		  2,010,039 
		 Payable on a fixed date  	 	 6,374,461  		  6,747,597 
		 Deposit from Canadian Western Bank Capital Trust 	 (Note 14)  	 	 105,000  		  105,000 
	 	  	 	 9,617,238  		  9,245,719 
Other
		 Cheques and other items in transit  	 	 41,964  		  29,036 
		 Insurance related 	 (Note 15)  	 	 145,509  		  134,769 
		 Derivative related 	 (Note 11)  	 	 74  		  163 
		 Securities purchased under reverse resale agreements 	 (Note 5)  	 	 300,242 		   – 
		 Other liabilities 	 (Note 16)  	 	 169,346  		  136,897 
	 	  	 	 657,135  		  300,865 
Subordinated Debentures
		  Conventional 	 (Note 17)  	 	 375,000  		  375,000 
Shareholders' Equity
		 Preferred shares 	 (Note 18)  	 	 209,750  		  – 
		 Common shares 	 (Note 18)  	 	 226,480  		  221,914 
		 Contributed surplus  	 	 19,366  		  14,234 
		 Retained earnings  	 	 511,784  		  448,203 
		 Accumulated other comprehensive income (loss) 	  	 	 19,119  		  (5,203)
		  	  	 	 986,499  		  679,148 
Total Liabilities and Shareholders' Equity 	  	 $	 11,635,872 	 $	 10,600,732 
Contingent Liabilities and Commitments 	 (Note 20) 

Jack C. Donald	 Larry M. Pollock 
Chairman	 President and Chief Executive Officer
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CONSOLIDATED STATEMENTS OF INCOME
For The Year Ended October 31 
($ thousands, except per share amounts)

	 	 	 	 2009 		  2008 

Interest Income
	 Loans  	 $	 455,413  	 $	 491,991 

	 Securities  	 	 44,209  		  52,929 

		 Deposits with regulated financial institutions 	  	 	 12,803  		  17,847 

	 	  	 	 512,425  		  562,767 

Interest Expense
	 Deposits  	 	 263,017  		  317,554 

		 Subordinated debentures 	  	 	 20,901  		  22,267 

	 	  	 	 283,918  		  339,821 

Net Interest Income  	 	 228,507  		  222,946 

Provision for Credit Losses (Note 7)  	 	 13,500  		  12,000 

Net Interest Income after Provision for Credit Losses 	  	 	 215,007  		  210,946 

Other Income
	 Credit related  	 	 23,369  		  26,998 

	 Insurance, net (Note 21)  	 	 17,116  		  15,866 

	 Trust and wealth management services  	 	 15,478  		  13,299 

	 Retail services  	 	 7,403  		  7,689 

	 Gains on sale of securities  	 	 25,225  		  4,725 

	 Foreign exchange gains  	 	 2,745  		  1,225 

	 Other 	  	 	 276 		   438 

	 	  	 	 91,612  		  70,240 

Net Interest and Other Income 	  	 	 306,619  		  281,186 

Non-Interest Expenses
	 Salaries and employee benefits  	 	 104,105  		  87,660 

	 Premises and equipment  	 	 26,030  		  22,360 

	 Other expenses  	 	 26,115  		  23,145 

	 Provincial capital taxes 	  	 	 1,932 		   2,001 

	 	  	 	 158,182  		  135,166 

Net Income before Income Taxes and Non-Controlling Interest in Subsidiary  	 	 148,437  		  146,020 

Income Taxes (Note 24)  	 	 41,920  		  44,001 

 	 	 106,517  		  102,019 

Non-Controlling Interest in Subsidiary 	  	 	 232  		  – 

Net Income 	 	 $	 106,285  	 $	 102,019 

Preferred Share Dividends 	  	 	 10,062  		  –

Net Income Available to Common Shareholders 	  	 $	 96,223 	 $	 102,019 

	 Average number of common shares (in thousands)  	 	 63,613  		  63,214 

	 Average number of diluted common shares (in thousands) 	  	 	 65,335  		  64,441 

Earnings Per Common Share (Note 25) 

	 Basic  	 $	 1.51 	 $	 1.61 

	 Diluted 	  	 	 1.47  		  1.58 
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For the year ended October 31 
($ thousands)

	 	 	 	 2009 		  2008 

Retained Earnings
Balance at beginning of year 	 $	 448,203 	 $	 372,739 

	 Net income  	 	 106,285  		  102,019 

	 Dividends – Preferred shares  	 	 (10,061)  		  – 

		  – Common shares  	 	 (27,992)  		  (26,555)

	 Issuance costs on preferred units 	  	 	 (4,651) 		   – 

Balance at end of year 	  	 	 511,784  		  448,203 

Accumulated Other Comprehensive Income (Loss)
Balance at beginning of year  	 	 (5,203)  		  (5,931)

	 Other comprehensive income 	  	 	 24,322  		  728 

Balance at end of year 	  	 	 19,119  		  (5,203)

Total retained earnings and accumulated other comprehensive income (loss) 	  	 	 530,903  		  443,000 

Preferred Shares	 			  (Note 18) 

Balance at beginning of year  	 	 –  		  – 

	 Issued 	  	 	 209,750  		  – 

Balance at end of year 	  	 	 209,750  		  – 

Common Shares 			  (Note 18) 

Balance at beginning of year  	 	 221,914  		  219,004 

	 Issued on exercise of options  	 	 2,200  		  1,646 

	 Transferred from contributed surplus on the exercise or exchange of options  	 	 1,613  		  1,264 

	 Issued on exercise of warrants  	 	 9 		   – 

	 Issued under dividend reinvestment plan 	  	 	 744  		  – 

Balance at end of year 	  	 	 226,480  		  221,914 

Contributed Surplus
Balance at beginning of year  	 	 14,234  		  9,681 

	 Amortization of fair value of options 			  (Note 19)  	 	 6,745  		  5,817 

	 Transferred to capital stock on the exercise or exchange of options 	  	 	 (1,613)  		  (1,264)

Balance at end of year 	  	 	 19,366  		  14,234 

Total Shareholders' Equity 	  	 $	 986,499  	 $	 679,148 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the year ended October 31 
($ thousands)

	 	 	 	 2009 		  2008 

Net Income  	 $	 106,285  	 $	 102,019 

Other Comprehensive Income, net of tax
Available-for-sale securities

	 Gains (losses) from change in fair value(1)  	 	 47,214  		  (2,631)

	 Reclassification to other income(2) 	  	 	 (17,556)  		  (3,271)

	 	  	 	 29,658  		  (5,902)

Derivatives designated as cash flow hedges

	 Gains from change in fair value(3)  	 	 9,453  		  9,341 

	 Reclassification to net interest income(4)  	 	 (9,379)  		  (1,773)

	 Reclassification to other liabilities for derivatives terminated prior to maturity(5) 	  	 	 (5,410)  		  (938)

	 	  	 	 (5,336)  		  6,630 

	 	  	 	 24,322  		  728 

Comprehensive Income for the Year 	  	 $	 130,607  	 $	 102,747 

Net of income tax expense of $20,094 (2008 – tax benefit of $1,170). (1)	
Net of income tax benefit of $7,669 (2008 – $1,454).(2)	
Net of income tax expense of $4,066 (2008 – $4,104).(3)	
Net of income tax benefit of $4,035 (2008 – $775).(4)	
Net of income tax benefit of $2,264 (2008 – $429).(5)	
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CONSOLIDATED STATEMENTS OF CASH FLOW
For the year ended October 31 
($ thousands)

	 	 	 2009 		  2008 

Cash Flows from Operating Activities
	 Net income  	 $	 106,285  	 $	 102,019 

	 Adjustments to determine net cash flows:

		  Provision for credit losses  	 	 13,500  		  12,000 

		  Depreciation and amortization  	 	 8,773  		  6,896 

		  Amortization of fair value of employee stock options  	 	 6,745  		  5,817 

		  Future income taxes, net  	 	 (13,633)  		  276 

		  Gain on sale of securities, net  	 	 (25,225)  		  (4,725)

		  Accrued interest receivable and payable, net  	 	 1,032  		  2,719 

		  Current income taxes payable, net  	 	 11,694  		  (454)

		  Other items, net 	 	 5,595  		  (5,164)

	  	 	 114,766  		  119,384 

Cash Flows from Financing Activities
	 Deposits, net  	 	 371,519  		  988,801 

	 Securities purchased under reverse resale agreements, net  	 	 300,242  		  – 

	 Debentures issued 	 	  –  		  50,000 

	 Debentures redeemed  	 	 –  		  (65,000)

	 Common shares issued 	 (Note 18)  	 	 2,953  		  1,646 

	 Preferred units issued 	 (Note 18)  	 	 209,750  		  – 

	 Issuance costs on preferred units  	 	 (4,651)  		  – 

	 Dividends  	 	 (38,053) 		   (26,555)

	  	 	 841,760  		  948,892 

Cash Flows from Investing Activities
	 Interest bearing deposits with regulated financial institutions, net  	 	 203,663  		  (57,057)

	 Securities, purchased 	 	  (3,253,024) 		   (2,609,432)

	 Securities, sales proceeds  	 	 2,302,967  		  1,303,698 

	 Securities, matured  	 	 348,998  		  1,421,159 

	 Securities purchased under resale agreements, net  	 	 77,000  		  129,925 

	 Loans, net  	 	 (625,624) 		   (1,230,489)

	 Land, buildings and equipment  	 	 (14,809)  		  (12,527)

	 Business acquisition 		  (Note 33)  	 	 (6,481) 		   – 

	  	 	 (967,310)  		  (1,054,723)

Change in Cash and Cash Equivalents  	 	 (10,784)  		  13,553 

Cash and Cash Equivalents at Beginning of Year  	 	 (1,056)  		  (14,609)

Cash and Cash Equivalents at End of Year * 	 $	 (11,840)  	 $	 (1,056)

*Represented by:
	 Cash and non-interest bearing deposits with financial institutions  	 $	 17,447  	 $	 8,988 

	 Cheques and other items in transit (included in Cash Resources)  	 	 12,677  		  18,992 

	 Cheques and other items in transit (included in Other Liabilities)  	 	 (41,964)  		  (29,036)

Cash and Cash Equivalents at End of Year  	 $	 (11,840) 	 $	 (1,056)

Supplemental Disclosure of Cash Flow Information
	 Amount of interest paid in the year 	 $	 275,943  	 $	 336,106 

	 Amount of income taxes paid in the year  	 	 44,198 		   44,179 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
	 FOR THE YEAR ENDED OCTOBER 31, 2009 
	 ($ thousands, except per share amounts)

basis of presentation1.	

These consolidated financial statements of Canadian Western Bank (CWB or the Bank) have been prepared in accordance with subsection  
308 (4) of the Bank Act, which states that, except as otherwise specified by the Office of the Superintendent of Financial Institutions Canada 
(OSFI), the financial statements are to be prepared in accordance with Canadian generally accepted accounting principles (GAAP).  
The significant accounting policies used in the preparation of these financial statements, including the accounting requirements of OSFI,  
are summarized below and in the following notes. These accounting policies conform, in all material respects, to Canadian GAAP.

The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements 
as well as the reported amount of revenues and expenses during the year. Key areas of estimation where management has made subjective 
judgments, often as a result of matters that are inherently uncertain, include those relating to the allowance for credit losses, fair value of 
financial instruments, goodwill and intangible assets, provision for unpaid claims and adjustment expenses, future income tax asset and liability, 
other than temporary impairment of securities and fair value of employee stock options. Therefore, actual results could differ from these 
estimates.

Basis of Consolidationa)	

The consolidated financial statements include the assets, liabilities and results of operations of the Bank and all of its subsidiaries, after the 
elimination of intercompany transactions and balances. Subsidiaries are defined as entities whose operations are controlled by the Bank and are 
corporations in which the Bank is the beneficial owner. See Note 34 for details of the subsidiaries and affiliate.

Business Combinationsb)	

Business acquisitions are accounted for using the purchase method. 

Translation of Foreign Currenciesc)	

Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at rates prevailing at the balance sheet date. 
Revenues and expenses in foreign currencies are translated at the average exchange rates prevailing during the year. Realized and unrealized 
gains and losses on foreign currency positions are included in other income, except for unrealized foreign exchange gains and losses on 
available-for-sale securities that are included in other comprehensive income.

Specific Accounting Policiesd)	

To facilitate a better understanding of the Bank’s consolidated financial statements, the significant accounting policies are disclosed in the 
notes, where applicable, with related financial disclosures by major caption: 

Note	 Topic					   

2	 Financial instruments 
3	 Cash resources 
4	 Securities 
5	 Securities purchased under resale agreements  
	 and securities purchased under reverse resale agreements 
6	 Loans 
7	 Allowance for credit losses 
8	 Land, buildings and equipment 
9	 Goodwill and intangible assets 
10	 Insurance related other assets 
11	 Derivative financial instruments 
12	 Other assets 
13	 Deposits 
14	 Trust capital securities 
15	 Insurance related other liabilities 
16	 Other liabilities 
17	 Subordinated debentures 
18	 Capital stock

Note	 Topic					   

19	 Stock-based compensation 
20	 Contingent liabilities and commitments 
21	 Insurance operations 
22	 Disclosures on rate regulation 
23	 Employee future benefits 
24	 Income taxes 
25	 Earnings per common share 
26	 Assets under administration and management 
27	 Related party transactions 
28	 Interest rate sensitivity 
29	 Fair value of financial instruments 
30	 Risk management 
31	 Capital management 
32	 Segmented information 
33	 Business acquisition 
34	 Subsidiaries and affiliate 
35	 Subsequent event 
36	 Comparative figures
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Change in Accounting Policies e)	

Goodwill and Intangible Assets
Effective November 1, 2008, the Bank adopted the Canadian Institute of Chartered Accountants (CICA) new accounting standard,  
Section 3064, Goodwill and Intangible Assets. Section 3064, which replaces Section 3062, Goodwill and Other Intangible Assets,  
and Section 3450, Research and Development Costs, provides clarifying guidance on the criteria that must be satisfied in order for  
an intangible asset to be recognized, including internally developed intangible assets. The new guidance did not have a material effect  
on the financial position or earnings of the Bank.

Credit Risk and Fair Value
Effective November 1, 2008, the Bank adopted EIC 173, Credit Risk and the Fair Value of Financial Assets and Financial Liabilities. The abstract 
clarifies how the Bank’s own credit risk and the credit risk of a counterparty should be taken into account in determining the fair value of financial 
assets and financial liabilities, including derivatives. The new guidance did not have a material effect on the financial position or earnings of the Bank.

Financial Instruments – Disclosures
Effective October 31, 2009, the Bank adopted CICA amendments to Section 3862, Financial Instruments – Disclosures. These amendments 
require enhanced disclosures over fair value measurements of financial instruments and liquidity risks.  The additional disclosures over fair value 
measurements include categorization of fair value measurements into one of three levels, ranging from those fair value measurements that are 
determined through quoted market prices in an active market to those fair value measurements that are based on inputs that are not based on 
observable market data. The additional disclosures over liquidity risks require greater clarification over the application of liquidity risk as well as 
maturity analysis for derivative financial liabilities.

Future Accounting Changesf)	

International Financial Reporting Standards 
The CICA will transition Canadian GAAP for publicly accountable entities to International Financial Reporting Standards (IFRS). The Bank’s 
consolidated financial statements will be prepared in accordance with IFRS for the fiscal year commencing November 1, 2011 and will include 
comparative information for the prior year. 

During 2008, the Bank commenced a four stage conversion project to identify and evaluate the impact of the transition to IFRS on the 
consolidated financial statements and develop a plan to complete the transition. The project plan includes the following phases – diagnostic, 
design and planning, solution development, and implementation. The diagnostic and the design and planning phases are complete, and the 
solution development phase will be completed in the fourth quarter of fiscal 2010.

The impact of the transition to IFRS on the Bank’s consolidated financial statements for current standards is not yet determinable. CWB continues 
to monitor the International Accounting Standards Board’s proposed changes to standards during Canada’s transition to IFRS. These proposed 
changes may have a significant impact on our implementation plan and future financial statements.

financial instruments2.	

As a financial institution, most of the Bank’s balance sheet is comprised of financial instruments and the majority of net income results from 
gains, losses, income and expenses related to the same.

Financial instrument assets include cash resources, securities, securities purchased under resale agreements, loans and derivative financial 
instruments. Financial instrument liabilities include deposits, securities purchased under reverse resale agreements, derivative financial 
instruments and subordinated debentures.

The use of financial instruments exposes the Bank to credit, liquidity and market risks. A discussion of how these are managed can be found 
in the Risk Management section of the 2009 Annual Report beginning on page 59.

Income and expenses are classified as to source, either securities or loans for income, and deposits or subordinated debentures for expense. 
Gains on the sale of securities, net, are shown separately in other income.

cash resources3.	

Cash resources have been designated as available-for-sale and are reported on the balance sheets at fair value with changes in fair value reported 
in other comprehensive income, net of income taxes. 

Included in deposits with regulated financial institutions are available-for-sale financial instruments reported on the consolidated balance sheets 
at the fair value of $266,980 (2008 – $464,193), which is $7,390 (2008 – $940) higher than amortized cost. 
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securities4.	

Securities have been designated as available-for-sale, are accounted for at settlement date and reported on the balance sheet at fair value with 
changes in fair value reported in other comprehensive income, net of income taxes. 

Securities are purchased with the original intention to hold the securities to maturity or until market conditions render alternative investments 
more attractive. If an impairment in value is other than temporary, any write-down to net realizable value is reported in the consolidated 
statements of income. Gains and losses realized on disposal of securities and adjustments to record any other than temporary impairment in 
value are included in other income. Amortization of premiums and discounts are reported in interest income from securities in the consolidated 
statements of income.

The analysis of securities at carrying value, by type and maturity, is as follows:

	 	 2009 		  2008

Maturities 		  Total 		  Total

		  Within 		  Over 1 		  Over 3 		  Over 5 		  Carrying 		  Carrying

	 		 1 Year 		 to 3 Years 		 to 5 Years 		 Years 		 Value 		 Value

Securities issued or guaranteed by
	 Canada 	 $	 184,536 	 $	 665,875 	 $	 4,046 	 $	 - 	 $	 854,457 	 $	 347,777 

	 A province or municipality 	 	  102,652 	 	  108,430 	 	  39,936 	 	  2,125 	 	  253,143 		   452,045 

Other debt securities 	 	  74,725 	 	  167,706 	 	  77,906 	 	  12,255 	 	  332,592 		   168,707 

Equity securities 	

	 Preferred shares 	 	  29,895 	 	  80,023 	 	  272,372 	 	  52,071 	 	  434,361 		  256,232 

	 Common shares 		  – 		  – 		  – 		  16,856 		  16,856 		  4,203 

Total(1) 	 $	 391,808 	 $	 1,022,034 	 $	 394,260 	 $	 83,307 	 $	 1,891,409 	 $	 1,228,964 

All securities have been designated as available-for-sale.(1)	

The analysis of unrealized gains and losses on securities reflected on the balance sheet is as follows:

2009 2008

		 Amortized 		 Unrealized 		 Unrealized 		 Fair 		 Amortized 		 Unrealized 		 Unrealized 		 Fair

	 		 Cost 		 Gains 		 Losses 		 Value 		 Cost 		 Gains 		 Losses 		 Value

Securities issued or
	 guaranteed by
	 Canada 		 $	 852,863 		 $	 1,602 		 $	 8 	 	$	 854,457 	 	$	 346,360  	 $	 1,417  	 $	 –  	 $	 347,777 

	 A province or

 	 municipality 		  	 250,596 		  	 2,682 		 	  135 		  	 253,143 		  	 450,831 		  	 1,442  		  228 		  	 452,045 

Other debt securities 		 	  325,694 		  	 7,279 		  	 381 		  	 332,592 		  	 170,665 		  	 686 		  	 2,644 			   168,707 

Equity securities 	
	 Preferred shares 		  	 428,551 		  	 14,108  	 	 8,298  	 	 434,361  		  274,061  		  – 		  	 17,829 		  	 256,232 

	Common shares 		  	 16,298 		  	 1,244 		 	  686 		  	 16,856 		  	 5,802  		  49 		  	 1,648 		  	 4,203 

Total 	 	$	 1,874,002 	 	$	 26,915 		 $	 9,508 		 $	 1,891,409 	 	$	 1,247,719 	 	$	 3,594 	 	$	 22,349 	 	$	 1,228,964 

The securities portfolio is primarily comprised of high quality debt instruments, preferred shares and common shares that are not held for 
trading purposes and, where applicable, are typically held until maturity. Fluctuations in value are generally attributed to changes in interest 
rates, market spreads and shifts in the interest rate curve. Unrealized losses at year-end are considered to be temporary in nature.

securities purchased under resale agreements and securities purchased under reverse resale agreements5.	

Securities purchased under resale agreements represent a purchase of Government of Canada securities by the Bank effected with a simultaneous 
agreement to sell them back at a specified price on a future date, which is generally short term. The difference between the cost of the purchase 
and the predetermined proceeds to be received on a resale agreement is recorded as securities interest income. There were no such agreements 
outstanding as at October 31, 2009.

Securities purchased under reverse resale agreements represent a sale of Government of Canada securities by the Bank effected with a 
simultaneous agreement to buy them back at a specified price on a future date, which is generally short term. The difference between  
the proceeds of the sale and the predetermined cost to be paid on a resale agreement is recorded as deposit interest expense. 
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Securities purchased under resale agreements have been designated as available-for-sale and are reported on the consolidated balance sheets  
at fair value with changes in fair value reported in other comprehensive income, net of income taxes. 

Interest earned or paid is recorded in interest income or expense as earned.

loans6.	

Loans are recorded at amortized cost and are stated net of unearned income, unamortized premiums and an allowance for credit losses (Note 7).

Interest income is recorded using the effective interest method, except for loans classified as impaired. Loans are determined to be impaired 
when payments are contractually past due 90 days, or where the Bank has taken realization proceedings, or where the Bank is of the opinion 
that the loan should be regarded as impaired. An exception may be made where management determines that the loan is well secured and in 
the process of collection and the collection efforts are reasonably expected to result in either repayment of the loan or restoring it to a current 
status within 180 days from the date the payment went in arrears. All loans are classified as impaired when a payment is 180 days in arrears 
other than loans guaranteed or insured for both principal and interest by the Canadian government, the provinces or a Canadian government 
agency. These loans are classified as impaired when payment is 365 days in arrears.

Impairment is measured as the difference between the carrying value of the loan at the time it is classified as impaired and the present value of 
the expected cash flows (estimated realizable amount), using the interest rate inherent in the loan at the date the loan is classified as impaired. 
When the amounts and timing of future cash flows cannot be reliably estimated, either the fair value of the security underlying the loan, net 
of any expected realization costs, or the current market price for the loan may be used to measure the estimated realizable amount. At the time a 
loan is classified as impaired, interest income will cease to be recognized in accordance with the loan agreement, and any uncollected but accrued 
interest will be added to the carrying value of the loan, together with any unamortized premiums, discounts or loan fees. Subsequent payments 
received on an impaired loan are recorded as a reduction of the recorded investment in the loan. Impaired loans are returned to performing status 
when the timely collection of both principal and interest is reasonably assured and all delinquent principal and interest payments are brought 
current and all charges for loan impairment have been reversed.

Loan fees, net of directly related costs, are amortized to interest income over the expected term of the loan. Premiums paid on the acquisition 
of loan portfolios are amortized to interest income over the expected term of the loans.

Outstanding gross loans and impaired loans, net of allowances for credit losses, by loan type, are as follows:

	 2009 2008

Gross Net Gross Net

Gross Impaired Specific Impaired Gross Impaired Specific Impaired

	 Amount Amount Allowance Loans Amount Amount Allowance Loans

Consumer and personal 		 $	 1,452,682  	 $	 14,805  	 $	 1,207  	 $	 13,598  	 $	 1,288,160  	 $	 11,462  	 $	 305  	 $	 11,157 

Real estate(1)  	 	 3,909,991  	 	 76,643  	 	 5,611  	 	 71,032 			  3,673,158 			  51,909 			  2,948  		  48,961 

Equipment financing  	 	 1,412,344  	 	 26,408  	 	 6,196  	 	 20,212 			  1,391,287 			  20,456 			  5,647 			  14,809 

Commercial  	 	 2,536,635  	 	 20,088  	 	 1,292  	 	 18,796 			  2,347,002 			  7,809 			  6,111 			  1,698 

Total(3)  	 $	 9,311,652  	 $	 137,944  	 $	 14,306  	 	 123,638  	 $	 8,699,607  	 $	 91,636  	 $	 15,011  		  76,625 

General allowance(2) 	 	 	  	 	 (61,153) 	 	 	  		  (60,527)

Net impaired loans after
		 general allowance 	 	 	  	 $	 62,485 	 	 	  	 $	 16,098 

Multi-family residential mortgages are presented as real estate loans in this table.(1)	
The general allowance for credit risk is not allocated by loan type.(2)	
	Gross impaired loans includes foreclosed assets with a carrying value of nil (2008 – $901) which are held for sale. (3)	
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Outstanding impaired loans, net of allowance for credit losses, by provincial location of security, are as follows:

	 2009 2008

	 Gross 	 Net 	 Gross Net

	 Impaired 	 Specific 	 Impaired 	 Impaired Specific Impaired

	 	 Amount 	 Allowance 	 Loans Amount Allowance Loans

Alberta  	 $	 74,847  	 $	 7,651  	 $	 67,196  	 $	 48,133  	 $	 9,005  	 $	 39,128 

British Columbia  	 37,655  	 5,000  	 32,655  	 40,656  	 4,626  	 36,030 

Saskatchewan  	 1,632  	 609  	 1,023  	 2,155  	 792  	 1,363 

Manitoba  	 337  	 23  	 314  	 389  	 389  	 – 

Other(2)  	 23,473  	 1,023  	 22,450  	 303  	 199  	 104 

Total 	 $	 137,944  	 $	 14,306  	 	 123,638  	 $	 91,636  	 $	 15,011  		  76,625 

General allowance(1) 	 	  (61,153) 	 	  (60,527)

Net impaired loans after 
		 general allowance 	 	  	 $	 62,485 	 	  	 $	 16,098 

The general allowance for credit risk is not allocated by province.(1)	
Included in Other is a corporate loan with security that is not identifiable to a specific province.(2)	

During the year, interest recognized as income on impaired loans totaled $1,726 (2008 – $360).

Gross impaired loans exclude certain past due loans where payment of interest or principal is contractually in arrears, which are not classified as 
impaired. Details of such past due loans that have not been included in the gross impaired amount are as follows:

As at October 31, 2009 1 – 30 days 31 – 60 days 61 – 90 days
	 More than  
	 90 days Total

Residential mortgages  	 $	 5,002  	 $	 11,102  	 $	 1,828 	 	$	 –  	 $	 17,932 
Other loans 		 	 22,531 		 	 18,170 		 	 2,866  	 	 –  	 	 43,567 
	  	 $	 27,533  	 $	 29,272  	 $	 4,694  	 $	 –  	 $	 61,499 

Total as at October 31, 2008  	 $	 18,949  	 $	 12,560 	 $	 689 	 $	 –  	 $	 32,198 
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The composition of the Bank’s loan portfolio by geographic region and industry sector follow:

October 31, 2009 British Composition
($ millions) Columbia Alberta Saskatchewan  Manitoba Other Total(1) Percentage
Loans to Individuals
	 Residential mortgages(2)  	 $	 1,005  	 $	 1,006 	 $	 120  	 $	 89 	 $	 62  	 $	 2,282 	 	 25%
	 Other loans  62  102  15  3  1  183 	 2 
	  1,067  1,108  135  92  63  2,465 27 
Loans to Businesses
	 Commercial  752  1,258  120  85  321  2,536 27 
	 Construction and real estate(3)  1,126  1,361  154  61  194  2,896 31 
	 Equipment financing  324  744  50  14  125  1,257 13 
	 Energy  –  158  –  –  –  158 2 
	  	 	 2,202  	 	 3,521  	 	 324  	 	 160  	 	 640  	 	 6,847 	 	 73 
Total Loans  	 $	 3,269  	 $	 4,629  	 $	 459 	 $	 252  	 $	 703  	 $	 9,312 	 	 100%
Composition Percentage 	 	 35% 	 	 50%	 	 5% 	 	 3% 	 	 7% 	 	 100% 	

October 31, 2008 	 	 	 	 	 	 	

Loans to Individuals
	 Residential mortgages(2) 	 $	 1,034  	 $	 868  	 $	 115  	 $	 62  	 $	 51  	 $	 2,130 		  24%

	 Other loans  		  110  		  205  		  24  		  3  		  1  		  343 		  4 

	  		  1,144  		  1,073  		  139  		  65  		  52  		  2,473 		  28 

Loans to Businesses
	 Commercial  		  710  		  1,201  		  86  		  83  		  220  		  2,300 		  27 

	 Construction and real estate(3)  		  911  		  1,344 		   73  		  62  		  144  		  2,534 		  29 

	 Equipment financing  		  338  		  815  		  39  		  13  		  32  		  1,237 		  14 

	 Energy  		  –  		  156  		  –  		  –  		  –  		  156 		  2 

	  		  1,959  		  3,516  		  198  		  158  		  396  		  6,227 		  72 

Total Loans  	 $	 3,103  	 $	 4,589  	 $	 337 	 $	 223  	 $	 448 	 $	 8,700 		  100%

Composition Percentage 		  36% 		  53%		  4% 		  2% 		  5% 		  100% 	

This table does not include an allocation of the allowance for credit losses or deferred revenue and premiums.(1)	
	Includes single- and multi-unit residential mortgages and project (interim) mortgages on residential property.(2)	
	Includes commercial term mortgages and project (interim) mortgages for non-residential property.(3)	

allowance for credit losses7.	

An allowance for credit losses is maintained which, in the Bank’s opinion, is adequate to absorb credit related losses in its loan portfolio.  
The adequacy of the allowance for credit losses is reviewed at least quarterly. The allowance for credit losses is deducted from the outstanding 
loan balance.

The allowance for credit losses consists of specific provisions and the general allowance for credit risk. Specific provisions include all the 
accumulated provisions for losses on identified impaired loans required to reduce the carrying value of those loans to their estimated realizable 
amount. The general allowance for credit risk includes provisions for losses inherent in the portfolio that are not presently identifiable by 
management of the Bank on an account-by-account basis. The general allowance for credit risk is established by taking into consideration 
historical trends in the loss experience during economic cycles, the current portfolio profile, estimated losses for the current phase of the 
economic cycle and historical experience in the industry. 

Actual write-offs, net of recoveries, are deducted from the allowance for credit losses. The provision for credit losses in the consolidated 
statements of income is charged with an amount sufficient to keep the balance in the allowance for credit losses adequate to absorb all credit 
related losses.
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The following table shows the changes in the allowance for credit losses during the year:

land, buildings and equipment8.	

Land is carried at cost. Buildings, equipment and furniture, and leasehold improvements are carried at cost less accumulated depreciation and 
amortization. Depreciation and amortization are calculated primarily using the straight-line method over the estimated useful life of the asset, 
as follows: buildings – 20 years, equipment and furniture – three to five years, and leasehold improvements – term of the lease. Gains and losses 
on disposal are recorded in other income in the year of disposal. Land, building and equipment, if no longer in use or considered impaired, are 
written down to the fair value. 

Operating leases primarily comprise branch and office premises and are not capitalized. Total costs, including free rent periods and step-rent 
increases, are expensed on a straight-line basis over the lease term.

	

Depreciation and amortization for the year amounted to $7,503 (2008 – $6,370).

2009 2008

General General

Allowance Allowance

Specific for Credit Specific for Credit

	 Allowance Losses Total Allowance Losses Total

Balance at beginning of year  	 $	 15,011  	 $	 60,527  	 $	 75,538  	 $	 7,414  	 $	 55,608 	 $	 63,022 

Provision for credit losses  12,874  626  13,500  7,081  4,919  12,000 

Write-offs  (13,842)  –  (13,842)  (2,577)  –  (2,577)

Recoveries  263  –  263  3,093  –  3,093 

Balance at end of year  	 $	 14,306  	 $	 61,153  	 $	 75,459  	 $	 15,011  	 $	 60,527  	 $	 75,538 

		  Accumulated 2009 2008

	Depreciation and 	 Net Book Net Book

	 		  Cost 		  Amortization 		  Value 		  Value

Land 	 $	 2,783 	 $	 –  	 $	 2,783  	 $	 2,783 

Buildings  	 	 5,318 	 	  3,333 	 	  1,985 		   2,247 

Computer equipment 	 	  27,658 	 	  21,160 	 	  6,498 		   5,593 

Office equipment and furniture 	 	  19,224 	 	  12,120 	 	  7,104 		   5,326 

Leasehold improvements 	 	  35,538 	 	  14,656 	 	  20,882 		   15,944 

Total 	 $	 90,521 	 $	 51,269  	 $	 39,252 	 $	 31,893 
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goodwill and intangible assets9.	

Goodwill is the excess of the purchase price paid for the acquisition of a subsidiary over the fair value of the net assets acquired, including identifiable 
intangible assets. Goodwill and other intangibles with an indefinite life are not amortized, but are subject to a fair value impairment test at least 
annually. Other intangibles with a finite life are amortized to the statement of income over their expected lives not exceeding 10 years. These 
intangible assets are tested for impairment whenever circumstances indicate that the carrying amount may not be recoverable. Any impairment of 
goodwill or other intangible assets will be charged to the consolidated statement of income in the period of impairment.

Amortization of customer relationships and other intangible assets for the year amounted to $1,270 (2008 – $526). The trademarks have an 
indefinite life and are not subject to amortization. Goodwill includes $6,106 related to the banking and trust segment and $3,254 related to the 
insurance segment. There were no writedowns of goodwill or intangible assets due to impairment.

insurance related other assets10.	

derivative financial instruments11.	

Interest rate, foreign exchange and equity contracts such as futures, options, swaps, floors and rate locks are entered into for risk management 
purposes in accordance with the Bank’s asset liability management policies. It is the Bank’s policy not to utilize derivative financial instruments for 
trading or speculative purposes. Interest rate swaps and floors are primarily used to reduce the impact of fluctuating interest rates. Equity contracts 
are used to economically offset the return paid to depositors on certain deposit products that are linked to a stock index. Foreign exchange contracts 
are only used for the purposes of meeting needs of clients or day-to-day business.

The Bank designates certain derivative financial instruments as either a hedge of the fair value of recognized assets or liabilities or firm commitments 
(fair value hedges), or a hedge of highly probable future cash flows attributable to a recognized asset or liability or a forecasted transaction (cash flow 
hedges). The Bank has designated all interest rate swaps as cash flow hedges. On an ongoing basis, the Bank assesses whether the derivatives that are 
used in hedging transactions are effective in offsetting changes in fair values or cash flows of the hedged items. 

Certain derivatives embedded in other financial instruments, such as the return on fixed term deposits that are linked to a stock index, are treated 
as separate derivatives when their economic characteristics and risks are not closely related to those of the host contract and the combined contract 
is not carried at fair value. Embedded derivatives identified in contracts entered into after November 1, 2002 have been separated from the host 
contract and are recorded at fair value.

Interest income received or interest expense paid on derivative financial instruments is accounted for on the accrual basis and recognized as 
interest income or expense, as appropriate, over the term of the hedge contract. Premiums on purchased contracts are amortized to interest 
expense over the term of the contract. Accrued interest receivable and payable and deferred gains and losses for these contracts are recorded 
in other assets or liabilities as appropriate. Realized and unrealized gains or losses associated with derivative instruments, which have been 
terminated or cease to be effective prior to maturity, are deferred under other assets or other liabilities, as appropriate, and amortized into 
income over the original hedged period. In the event a designated hedged item is terminated or eliminated prior to the termination of the 
related derivative instrument, any realized or unrealized gain or loss on such derivative instrument is recognized in other income.

2009 2008

Accumulated Net Book Net Book

	 Cost Amortization Value Value

Goodwill $	 9,360 $	 – $	 9,360 $	 6,933 

Identifiable intangible assets

Customer relationships  6,750  2,865  3,885  1,835 

Non-competition agreements  2,630  630  2,000  – 

Trademarks  580  –  580  300 

Others  200  200  –  20 

	  10,160  3,695  6,465  2,155 

Total $	 19,520 $	 3,695 $	 15,825 $	 9,088 

	 2009 2008

Instalment premiums receivable $	 27,620 $	 24,333 

Reinsurers' share of unpaid claims and adjustment expenses  10,441  11,561 

Deferred policy acquisition costs  9,808  8,924 

Recoverable on unpaid claims  7,303  6,939 

Due from reinsurers  760  1,186 

Total $	 55,932 $	 52,943 
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Derivative financial instruments are recorded on the balance sheet at fair value as either other assets or other liabilities with changes in fair value 
related to the effective portion of cash flow interest rate hedges recorded in other comprehensive income, net of income taxes. Changes in fair 
value related to the ineffective portion of cash flow hedges and all other derivative financial instruments are reported in other income on the 
consolidated statement of income.

The Bank enters into derivative financial instruments for risk management purposes. Derivative financial instruments are financial contracts 
whose value is derived from an underlying interest rate, foreign exchange rate, equity or commodity instrument or index.

Derivative financial instruments primarily used by the Bank include:

·	 interest rate swaps, which are agreements where two counterparties exchange a series of payments based on different interest rates applied 	
to a notional amount;

·	 equity swap contracts, which are agreements where one counterparty agrees to pay or receive from the other cash flows based on changes 	
in the value of an equity index as well as a designated interest rate applied to a notional amount; and

·	 foreign exchange forwards and futures, which are contractual obligations to exchange one currency for another at a specified price 		
for settlement at a predetermined future date.

Interest rate swaps and other instruments are used as hedging devices to control interest rate risk. The Bank enters into these interest rate derivative 
instruments only for its own account and does not act as an intermediary in this market. The credit risk is limited to the amount of any adverse 
change in interest rates applied on the notional contract amount should the counterparty default. Equity contracts are used to offset the return 
paid to depositors on certain deposit products where the return is linked to a stock index. The credit risk is limited to the average return on an 
equity index, applied on the notional contract amount should the counterparty default. The principal amounts are not exchanged and, hence, 
are not at risk. The Asset Liability Committee (ALCO) of the Bank establishes and monitors approved counterparties (including an assessment 
of credit worthiness) and maximum notional limits. Approved counterparties are limited to rated financial institutions or their associated parent/
affiliate with a minimum rating of A high or equivalent.

Foreign exchange transactions are undertaken only for the purposes of meeting the needs of clients and of day-to-day business. Foreign 
exchange markets are not speculated in by taking a trading position in currencies. Maximum exposure limits are established and monitored 
by ALCO and are defined by allowable unhedged amounts. The position is managed within the allowable target range by spot and forward 
transactions or other hedging techniques. Exposure to foreign exchange risk is not material to the Bank’s overall financial position.

The following table summarizes the derivative financial instrument portfolio and the related credit risk. Notional amounts represent the 
amount to which a rate or price is applied in order to calculate the exchange of cash flows. The notional amounts are not recorded on the 
consolidated balance sheets. They represent the volume of outstanding transactions and do not represent the potential gain or loss associated 
with the market risk or credit risk of such instruments. The replacement cost represents the cost of replacing, at current market rates, all 
contracts with a positive fair value. The future credit exposure represents the potential for future changes in value and is based on a formula 
prescribed by OSFI. The credit risk equivalent is the sum of the future credit exposure and the replacement cost. The risk-weighted balance 
represents the credit risk equivalent weighted according to the credit worthiness of the counterparty as prescribed by OSFI. Additional 
discussion of OSFI’s capital adequacy requirements is provided on page 46 of Management’s Discussion and Analysis.

	 2009 2008

Replace- Future Credit Risk- Replace- Future Credit Risk-

Notional ment Credit Risk Weighted Notional ment Credit Risk Weighted

	 Amount Cost Exposure Equivalent Balance Amount Cost Exposure Equivalent Balance

Interest rate swaps  	$	 235,000  	$	 2,265  	$	 – 	 $	 2,265 	 $	 453  	$	593,000  	$	 9,827  	$	 1,825  	$	 11,652  	$	 2,361 

Equity contracts  2,000  –  130  130  26  4,400  –  304  304  61 

Foreign exchange

	 contracts  2,496  44  22  66  22  2,600  2  26  28  14 

Total  	$	 239,496  	$	 2,309  	$	 152  	$	 2,461  	$	 501  	$	600,000  	 $	 9,829  	$	 2,155  	 $	 11,984  	 $	 2,436 
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The following table shows the derivative financial instruments split between those contracts that have a positive fair value (favourable contracts) 
and those that have a negative fair value (unfavourable contracts).

	 2009 2008

	 	 Favourable Contracts 	 Unfavourable Contracts 	 Favourable Contracts 	 Unfavourable Contracts

Notional Fair Notional Fair Notional Fair Notional Fair

	 Amount Value Amount Value Amount Value Amount Value

Interest rate swaps  $	 235,000 $	 2,265 $	 – $	 – $	 593,000 $	 9,827 $	 – $	 – 

Equity contracts  – –  2,000  (33)  –  –  4,400  (139)

Foreign exchange

	 contracts  1,248  44  1,248  (41)  1,300  2  1,300  (24)

Embedded derivatives in 

	 equity linked deposits  n/a  25  n/a  –  n/a  151  n/a  – 

Other forecasted

	 transactions  – – – –  – –  –  – 

Total $	 236,248 $	 2,334 $	 3,248 $	 (74) $	 594,300 $	 9,980 $	 5,700 $	 (163)

The aggregate contractual or notional amount of the derivative financial instruments on hand, the extent to which instruments are favourable or 
unfavourable and, thus, the aggregate fair values of these financial assets and liabilities can fluctuate significantly from time to time. The average 
fair values of the derivative financial instruments on hand during the year are set out in the following table.
	 	 	 2009 		  2008

Favourable derivative financial instruments (assets) $	 7,547 $	 4,094

Unfavourable derivative financial instruments (liabilities) $	  287 $	  322

The following table summarizes maturities of derivative financial instruments and weighted average interest rates paid and received  
on contracts.

The Bank pays floating interest amounts based on the one-month (30-day) Canadian Bankers’ Acceptance rate. Interest rate swaps mature between November 2009 and June 2010.(1)	
The Bank receives amounts based on the specified equity index and pays amounts based on the one-month (30-day) Canadian Bankers’ Acceptance rate. Equity contracts mature between (2)	
March 2010 and March 2011.
The contractual interest rate is not meaningful for foreign exchange contracts. Foreign exchange contracts mature between November 2009 and April 2010.(3)	

During the year, a net unrealized after tax gain of $9,453 (2008 – $9,341) was recorded in other comprehensive income for changes in fair 
value of the effective portion of derivatives designated as cash flow hedges and $nil (2008 – $nil) was recorded in other income for changes 
in fair value of the ineffective portion of derivatives classified as cash flow hedges. Amounts accumulated in other comprehensive income 
are reclassified to net income in the same period that interest on certain floating rate loans (i.e. the hedged items) affect income. A net gain 
after tax of $9,379 (2008 – $1,773) was reclassified to net income. During the year, $5,410 after tax (2008 – $938) was reclassified to other 
liabilities for derivatives terminated prior to maturity and the deferred balance will be amortized into net interest income over the original 
hedged period. A net gain of $1,678 (2008 – $2,432) after tax recorded in accumulated other comprehensive income (loss) as at October 31, 
2009 is expected to be reclassified to net income in the next 12 months and will offset variable cash flows from floating rate loans.

There were no forecasted transactions that failed to occur.

2009 2008

Maturity Maturity

1 Year or Less More than 1 Year 1 Year or Less More than 1 Year

Contractual Contractual Contractual Contractual

Notional Interest Notional Interest Notional Interest Notional Interest

	 Amount Rate Amount Rate Amount Rate Amount Rate

Interest Rate Contracts
	 Interest rate swaps -

	 receive fixed amounts(1) $	 235,000 
	 	
	 3.33% $	 – 			  n/a  	 $	 228,000 

		
	 3.83% $	 365,000 

		
	 3.46%

Equity Contracts(2)  	 1,500  	 500  		  2,400  	 2,000 

Foreign Exchange 	
	 Contracts (3)  	 2,496 	  	 – 	  		  2,600 	  	 – 	

Total $	 238,996 	 $	 500 	  	 $	 233,000 	 $	 367,000 	

 p   81 CWB 2009 Annual Report - Fundamentals 



other assets12.	

	 	 	 	 2009 		  2008

Accrued interest receivable  	 $	 47,184  	 $	 40,241 

Future income tax asset 		  (Note 24)  20,319  16,142 

Accounts receivable  16,888  6,004 

Prepaid expenses  6,209  3,520 

Financing costs(1)  3,730  4,636 

Taxes receivable  127  1,259 

Other 	  3,366  2,820 

Total 	  	 $	 97,823  	 $	 74,622 

Amortization for the year amounted to $989 (2008 – $1,037). (1)	

deposits13.	

Deposits are accounted for on an amortized cost basis. Costs relating to the issuance of fixed term deposits are amortized over the expected life 
of the deposit using the effective interest method.

Business and Financial 2009
	 Individuals Government Institutions Total
Payable on demand  	 $	 20,028 	 $	 339,148  	 $	 –  	 $	 359,176 
Payable after notice  	 	 1,660,715  	 	 1,117,886 	 	 ––  	 	 2,778,601 
Payable on a fixed date  	 	 4,717,146  	 	 1,655,315 	 	  2,000  	 	 6,374,461 
Deposit from CWB Capital Trust (1)  	 	 –  	 	 105,000  	 	 –  	 	 105,000 
Total  	 $	 6,397,889  	 $	 3,217,349  	 $	 2,000  	 $	 9,617,238 

Business and Financial 2008

	 Individuals Government Institutions Total

Payable on demand  	 $	 16,071  	 $	 367,012  	 $	 –  	 $	 383,083 

Payable after notice  		  732,630  		  1,277,409  		  –  		  2,010,039 

Payable on a fixed date  		  4,601,439  		  2,136,158  		  10,000  		  6,747,597 

Deposit from CWB Capital Trust (1)  	 –  	 105,000  	 –  	 105,000 

Total  	 $	 5,350,140  	 $	 3,885,579  	 $	 10,000  	 $	 9,245,719 

The senior deposit note of $105 million from CWB Capital Trust is reflected as a Business and Government deposit payable on a fixed date. This senior deposit note bears interest at an annual (1)	
rate of 6.199% until December 31, 2016 and, thereafter, at the CDOR 180-day Bankers’ Acceptance rate plus 2.55%. This note is redeemable at the Bank’s option, in whole or in part, on and 
after December 31, 2011, or earlier in certain specified circumstances, both subject to the approval of OSFI. Each one thousand dollars of WesTS principal is convertible at any time into 40 
non-cumulative redeemable CWB First Preferred Shares Series 1 of the Bank at the option of CWB Capital Trust. CWB Capital Trust will exercise this conversion right in circumstances in which 
holders of CWB Capital Trust Capital Securities Series 1 (WesTS) exercise their holder exchange rights. See Note 14 for more information on WesTS and CWB Capital Trust.

trust capital securities14.	

In 2006, the Bank arranged for the issuance of innovative capital instruments, CWB Capital Trust Capital Securities Series 1 (WesTS), through 
Canadian Western Bank Capital Trust (CWB Capital Trust), a special purpose entity. CWB Capital Trust, an open-end trust, issued non-voting 
WesTS and the proceeds were used to purchase a senior deposit note from CWB. 

CICA Accounting Guideline (AcG-15) provides a framework for identifying Variable Interest Entities (“VIEs”) and requires the consolidation of 
a VIE if the Bank is the primary beneficiary of the VIE. The only special purpose entity in which the Bank participates is CWB Capital Trust. 
Although CWB owns the unit holder’s equity and voting control of CWB Capital Trust through Special Trust Securities, the Bank is not exposed 
to the majority of any CWB Capital Trust losses and is, therefore, not the primary beneficiary under AcG-15. Accordingly, CWB does not 
consolidate CWB Capital Trust and the WesTS issued by CWB Capital Trust are not reported on the consolidated balance sheets, but the senior 
deposit note is reported in deposits (see Note 13) and interest expense is recognized on the senior deposit note. 

Holders of WesTS are eligible to receive semi-annual non-cumulative fixed cash distributions. No cash distributions will be payable by CWB 
Capital Trust on WesTS if CWB fails to declare regular dividends on its preferred shares or, if no preferred shares are outstanding, on its 
common shares. In this case, the net distributable funds of CWB Capital Trust will be distributed to the Bank as holder of the residual interest 
in CWB Capital Trust.

Should CWB Capital Trust fail to pay the semi-annual distributions in full, CWB has contractually agreed not to declare dividends of any kind 
on any of the preferred or common shares for a specified period of time.
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The following information presents the outstanding WesTS:

	 Issuance date	 August 31, 2006 
	 Distribution dates	 June 30, December 31 
	 Annual yield	 6.199% 
	 Earliest date redeemable at the option of the issuer		 December 31, 2011 
	 Earliest date exchangeable at the option of the holder		 Anytime 
	 Trust capital securities outstanding	 105,000 
	 Principal amount	 $105,000

The significant terms and conditions of the WesTS are:

Subject to the approval of OSFI, CWB Capital Trust may, in whole (but not in part), on the redemption date specified above, and on any 1)	
distribution date thereafter, redeem the WesTS without the consent of the holders.

Subject to the approval of OSFI, upon occurrence of a special event as defined, prior to the redemption date specified above, CWB Capital 2)	
Trust may redeem all, but not part, of the WesTS without the consent of the holders.

The WesTS may be redeemed for cash equivalent to (i) the early redemption price if the redemption occurs prior to December 31, 2016 3)	
or (ii) the redemption price if the redemption occurs on or after December 31, 2016. Redemption price refers to an amount equal to one 
thousand dollars plus the unpaid distributions to the redemption date. Early redemption price refers to an amount equal to the greater of  
(i) the redemption price and (ii) the price calculated to provide an annual yield, equal to the yield on a Government of Canada bond issued 
on the redemption date with a maturity date of December 31, 2016, plus 0.50%.

Holders of WesTS may, at any time, exchange each one thousand dollars of principal for 40 First Preferred Shares Series 1 of the Bank. 4)	
CWB’s First Preferred Shares Series 1 pay semi-annual non-cumulative cash dividends with an annual yield of 4.00% and will be redeemable 
at the option of the Bank, with OSFI approval, on or after December 31, 2011, but not at the option of the holders. This exchange right 
will be effected through the conversion by CWB Capital Trust of the corresponding amount of the deposit note of the Bank. The WesTS 
exchanged for the Bank’s First Preferred Shares Series 1 will be cancelled by CWB Capital Trust.

Each WesTS will be exchanged automatically without the consent of the holders for 40 non-cumulative redeemable CWB First Preferred 5)	
Shares Series 2 upon occurrence of any one of the following events: (i) proceedings are commenced for the winding up of the Bank, (ii) OSFI 
takes control of the Bank, (iii) the Bank has a Tier 1 capital ratio of less than 5% or Total capital ratio of less than 8%, or (iv) OSFI has 
directed the Bank to increase its capital or provide additional liquidity and the Bank elects such automatic exchange or the Bank fails to comply 
with such direction. Following the occurrence of an automatic exchange, the Bank would hold all of the Special Trust Securities and all of the 
WesTS, and the primary asset of CWB Capital Trust would continue to be the senior deposit note. The Bank’s First Preferred Shares Series 2 
pay semi-annual non-cumulative cash dividends with an annual yield of 5.25% and will be redeemable at the option of the Bank, with OSFI 
approval, on or after December 31, 2011, but not at the option of the holders.

For regulatory capital purposes, WesTS are included in Tier 1 capital to a maximum of 15% of net Tier 1 capital with the remainder 6)	
included in Tier 2 capital. All of the outstanding WesTS amounts are currently included in Tier 1 capital.

The non-cumulative cash distribution on the WesTS will be 6.199% paid semi-annually until December 31, 2016 and, thereafter, 7)	
at CDOR 180-day Bankers’ Acceptance rate plus 2.55%.

insurance related other liabilities15.	

	 	 	 	 2009 		  2008

Unpaid claims and adjustment expenses  	 (Note 21) 	 $	 81,025 	 $	 76,176 

Unearned premiums 	 	  62,307 		   56,799 

Due to insurance companies and policyholders 	 	  1,425 		   987 

Unearned commissions 	 	  	 752 	  	 807 

Total 	 	 $	 145,509 	 $	 134,769 
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other liabilities16.	 	

subordinated debentures17.	

Financing costs relating to the issuance of subordinated debentures are amortized over the expected life of the related subordinated debenture 
using the effective interest method.

Each of the following qualifies as a bank debenture under the Bank Act and is subordinate in right of payment to all deposit liabilities.  
All redemptions are subject to the approval of OSFI.

Earliest Date

Interest Maturity Redeemable 

Rate Date by CWB at Par 2009 2008

5.550%(1) November 19, 2014 November 20, 2009 	 $	 60,000  	 $	 60,000 

5.426%(2) November 21, 2015 November 22, 2010  70,000  70,000 

5.070%(3) March 21, 2017 March 22, 2012  120,000  120,000 

5.571%(4) March 21, 2022 March 22, 2017  75,000  75,000 

5.950%(5) June 27, 2018 June 27, 2013  50,000  50,000 

	 	 	  	 $	 375,000  	 $	 375,000 

These conventional debentures have a 10-year term with a fixed interest rate for the first five years. Thereafter, the interest rate will be reset quarterly at the Canadian dollar CDOR 90-day (1)	
Bankers’ Acceptance rate plus 160 basis points. On November 20, 2009, these conventional debentures were redeemed by the Bank.
These conventional debentures have a 10-year term with a fixed interest rate for the first five years. Thereafter, the interest rate will be reset quarterly at the Canadian dollar CDOR 90-day (2)	
Bankers’ Acceptance rate plus 180 basis points.
These conventional debentures have a 10-year term with a fixed interest rate for the first five years. Thereafter, the interest rate will be reset quarterly at the Canadian dollar CDOR 90-day (3)	
Bankers’ Acceptance rate plus 155 basis points. Of the $125,000 debentures issued, $5,000 were acquired by Canadian Direct Insurance Incorporated, a wholly owned subsidiary, and have 
been eliminated on consolidation.
These conventional debentures have a 15-year term with a fixed interest rate for the first 10 years. Thereafter, the interest rate will be reset quarterly at the Canadian dollar CDOR 90-day (4)	
Bankers’ Acceptance rate plus 180 basis points.
These conventional debentures have a 10-year term with a fixed interest rate for the first five years. Thereafter, the interest rate will be reset quarterly at the Canadian dollar CDOR 90-day (5)	
Bankers’ Acceptance rate plus 302 basis points.

	 	 	 2009 2008

Accrued interest payable 	 $	 109,559 	 $	 101,584 

Accounts payable  37,391  24,895 

Taxes payable  15,822  5,260 

Leasehold inducements  2,673  1,373 

Future income tax liability (Note 24)  2,037  1,300 

Deferred revenue 	 	  1,864  2,485 

Total 	 	 	 $	 169,346 	 $	 136,897 
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capital stock18.	

Authorized:

An unlimited number of common shares without nominal or par value;

33,964,324 class A shares without nominal or par value; and

25,000,000 first preferred shares without nominal or par value, issuable in series, of which 4,200,000 first preferred shares Series 1  
and 4,200,000 first preferred shares Series 2 have been reserved (see Note 14). 8,390,000 first preferred shares Series 3 have been issued and are 
convertible to first preferred shares Series 4 as noted below.

Issued and fully paid:

The Bank is prohibited by the Bank Act from declaring any dividends on common shares when the Bank is or would be placed, as a result 
of the declaration, in contravention of the capital adequacy and liquidity regulations or any regulatory directives issued under the Act. In 
addition, should CWB Capital Trust fail to pay the semi-annual distributions in full on the CWB Capital Trust Securities Series 1 (see Note 
14), the Bank has contractually agreed to not declare dividends on any of its common and preferred shares for a specified period of time. These 
limitations do not restrict the current level of dividends.

Preferred Sharesa)	

During 2009, the Bank issued 8.4 million preferred units at $25 per unit, for total proceeds of $209.8 million. Of the total, 5.4 million 
preferred units were issued by way of a private placement for total proceeds of $135.0 million, and 3.0 million were issued under a public 
offering for total proceeds of $74.8 million.

The preferred units issued by way of the private placement and the public offering each consist of one Non-Cumulative 5-Year Rate Reset 
Preferred Share, Series 3 (Series 3 Preferred Shares) in the capital of the Bank with an issue price of $25.00 per share and 1.7857 and 1.7800 
common share purchase warrants, respectively. Each warrant is exercisable at a price of $14.00 to purchase one common share in the capital of 
the Bank until March 3, 2014.

Holders of the Series 3 Preferred Shares are entitled to receive non-cumulative quarterly fixed dividends for the initial five-year period ending 
April 30, 2014 of 7.25% per annum, payable quarterly, as and when declared by the Board of Directors. The dividend rate on Series 3 
Preferred Shares will reset May 1, 2014 and every five years thereafter at a level of 500 basis points over the then current five-year Government 
of Canada bond yield. On April 30, 2014, and every five years thereafter, holders of Series 3 Preferred Shares will, subject to certain conditions, 
have the option to convert their shares to Non-Cumulative Floating Rate Preferred Shares, Series 4 (Series 4 Preferred Shares). Holders of the 
Series 4 Preferred Shares will be entitled to a floating quarterly dividend rate equal to the 90-day Canadian treasury bill rate plus 500 basis 
points, as and when declared by the Board of Directors.

The Series 3 Preferred Shares are not redeemable prior to April 30, 2014. Subject to the provisions of the Bank Act, the prior consent of OSFI 
and the provisions described in the prospectus for the public offering, on April 30, 2014 and on April 30 every five years thereafter, the Bank may 
redeem all or any part of the then outstanding Series 3 Preferred Shares at the Bank’s option without the consent of the holder, by the payment  
of an amount in cash for each such share so redeemed of $25.00 together with all declared and unpaid dividends to the date fixed for redemption.

	 2009 2008

	
	 Number of 	
	 Shares Amount

	 Number of 	
	 Shares Amount

Preferred Shares – Series 3
Outstanding at beginning of year  	 	 – $		 –  		  – 	 $	 – 

		  Issued during the year 	 	  8,390,000  	 	 209,750  		  –  		  – 

Outstanding at end of year 	 	  8,390,000  	 	 209,750  		  – 		  – 

Common Shares
	Outstanding at beginning of year 	 	 63,457,142  	 	 221,914  		  62,836,189  		  219,004 

		  Issued on exercise of warrants 	 	  624  	 	 9  		  –  		  – 

		  Issued under dividend reinvestment plan 	 	  38,760  	 	 744  		  –  		  –

		  Issued on exercise or exchange of options 	 	  406,934  	 	 2,200  		  620,953  		  1,646 

		  Transferred from contributed surplus on exercise or exchange of options 	 	 – 	 	 1,613 		  – 		  1,264

Outstanding at end of year 	 	 63,903,460  	 	 226,480  		  63,457,142  		  221,914 

Share Capital 	 $		 436,230 	 	 $	 221,914 
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Subject to the provisions of the Bank Act, the prior consent of OSFI and the provisions described in the prospectus for the public offering, on not 
more than 60 nor less than 30 days’ notice, the Bank may redeem all or any part of the then outstanding Series 4 Preferred Shares at the Bank’s 
option without the consent of the holder by the payment of an amount in cash for each such share so redeemed of: (i) $25.00 together with all 
declared and unpaid dividends to the date fixed for redemption in the case of redemptions on April 30, 2019 and on April 30 every five years 
thereafter; or (ii) $25.50 together with all declared and unpaid dividends to the date fixed for redemption in the case of redemptions on any other 
date on or after April 30, 2014.

Warrants to Purchase Common Sharesb)	

Dividend Reinvestment Planc)	

During the year, the Bank introduced a dividend reinvestment plan (plan) that provides holders of the Bank’s common shares and holders of any 
other class of shares deemed eligible by the Bank’s Board of Directors with the opportunity to direct cash dividends paid on any class of their 
eligible shares towards the purchase of additional common shares. Currently, the Board of Directors has deemed that the holders of the Bank’s 
Series 3 Preferred Shares are eligible to participate in the plan. The plan is only open to shareholders residing in Canada.

At the option of the Bank, the common shares may be issued from the Bank’s treasury at an average market price based on the closing prices of 
a board lot of common shares on the Toronto Stock Exchange for the five trading days immediately preceding the dividend payment date, with 
a discount of between 0% to 5% at the Bank’s discretion. The Bank also has the option to fund the plan through the open market at market 
prices. During the year, 38,760 common shares were issued under the plan from the Bank’s treasury with a 2% discount.

stock-based compensation19.	

Stock Optionsa)	

Stock options are accounted for using the fair value based method. The estimated fair value is recognized over the applicable vesting period  
as an increase to both salary expense and contributed surplus. When options are exercised, the proceeds received and the applicable amount,  
if any, in contributed surplus are credited to capital stock.

The Bank has authorized 5,848,470 common shares (2008 – 5,505,404) for issuance under the share incentive plan. Of the amount authorized, 
options exercisable into 4,394,605 shares (2008 – 5,204,882) are issued and outstanding. The options generally vest within three years and are 
exercisable at a fixed price equal to the average of the market price on the day of and the four days preceding the grant date. All options expire 
within eight years of date of grant. Outstanding options expire on dates ranging from May 2010 to June 2014.

The details of, and changes in, the issued and outstanding options follow:

	 2009 2008

Weighted Weighted

Average Average

Number Exercise Number Exercise

Options of Options Price of Options Price

Balance at beginning of year  5,204,882  	 $	 20.83  4,911,277 $	 16.96 

Granted  1,465,035  	 13.33  1,249,032  28.39 

Exercised or exchanged  (933,900)  10.56  (838,177)  8.98 

Forfeited  (1,341,412) 	  26.88  (117,250)  24.26 

Balance at end of year  4,394,605  	 $	 18.66  5,204,882 $	 20.83 

Exercisable at end of year  1,742,100  	 $	 18.22  1,870,500 $	 13.10 

	 October 31, October 31,

Number of Warrants 2009 2008

Outstanding at beginning of year  –  – 

	 Issued  14,964,980  – 

	 Exercised  (624)  – 

Outstanding at end of year  14,964,356  –
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Further details relating to stock options outstanding and exercisable follow:

The terms of the share incentive plan allow the holders of vested options a cashless settlement alternative whereby the option holder can either 
(a) elect to receive shares by delivering cash to the Bank in the amount of the option exercise price or (b) elect to receive the number of shares 
equivalent to the excess of the market value of the shares under option, determined at the exercise date, over the exercise price. Of the 933,900 
(2008 – 838,177) options exercised or exchanged, option holders exchanged the rights to 722,400 (2008 – 651,727) options and received 
195,434 (2008 – 434,503) shares in return under the cashless settlement alternative.

Salary expense of $6,745 (2008 – $5,817) was recognized relating to the estimated fair value of options granted since November 1, 2002, which 
included the stock option forfeiture discussed below. The fair value of options granted was estimated using a binomial option pricing model 
with the following variables and assumptions: (i) risk-free interest rate of 2.2% (2008 – 3.8%), (ii) expected option life of 4.0 (2008 – 4.0) years, 
(iii) expected volatility of 38% (2008 – 23%), and (iv) expected dividends of 3.6% (2008 – 1.5%). The weighted average fair value of options 
granted was estimated at $2.94 (2008 – $5.84) per share.

During the year, certain employees voluntarily and irrevocably released, without consideration, all right, title and interest in 1,283,062 stock 
options. The unamortized fair value of these forfeited options ($1,696) was recognized at that time as additional non-tax deductible salary 
expense with an offsetting increase to contributed surplus.

During the year, $1,613 (2008 – $1,264) was transferred from contributed surplus to share capital, representing the estimated fair value 
recognized for 933,900 (2008 – 804,177) options granted after November 1, 2002 and exercised during the year.

Restricted Share Unitsb)	

During the year, the Bank adopted a plan to grant Restricted Share Units (RSUs) as part of its long-term incentive plan. Under this plan, 
certain employees are eligible to receive an award in the form of RSUs. Each RSU entitles the holder to receive the cash equivalent of the market 
value of the Bank’s common shares at the vesting date and an amount equivalent to the dividends paid on the common shares during the 
vesting period. RSUs vest on each anniversary of the grant in equal one-third installments over a vesting period of three years. Salary expense is 
recognized evenly over the vesting period except where the employee is eligible to retire prior to the vesting date, in which case the expense is 
recognized between the grant date and the date the employee is eligible to retire. 

During the year, salary expense of $3,985 ($2,770, net of tax) was recognized related to RSUs. As at October 31, 2009, the liability for the 
RSUs held under this plan was $3,985. At the end of each period, the liability and salary expense are adjusted to reflect changes in the market 
value of the Bank’s common shares.

Options Outstanding Options Exercisable
Weighted

Average Weighted Weighted
Remaining Average Average

Number of Contractual Exercise Number of Exercise
Range of Exercise Prices Options Life (years) Price Options Price
$8.58 to $10.84  26,500  2.7 	 $	 9.20  10,000  	 $	 10.21 

$11.76 to $13.78  1,209,735  3.4  12.16  239,500  13.78 

$15.46 to $17.58  1,185,100  2.3  16.61  733,500  16.44 

$19.16 to $21.46  1,063,890  2.1  21.45  753,100  21.44 

$22.29 to $26.38  684,600  2.8  25.64  6,000  22.30 

$28.11 to $31.18  224,780  3.1  31.13  –  		  – 

Total  4,394,605  2.7 	 $	 18.66  1,742,100  	 $	 18.22 

Number of
For the year ended October 31, 2009 RSUs
Restricted Share Units

Balance at beginning of year  – 
	 Granted  286,929 
	 Forfeited  (1,732)
Balance at end of year  285,197 
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contingent liabilities and commitments20.	

Credit Instruments	a)	

In the normal course of business, the Bank enters into various commitments and has contingent liabilities, which are not reflected in the 
consolidated balance sheets. These items are reported below and are expressed in terms of the contractual amount of the related commitment.

Guarantees and standby letters of credit represent the Bank’s obligation to make payments to third parties when a customer is unable to make 
required payments or meet other contractual obligations. These instruments carry the same credit risk, recourse and collateral security 
requirements as loans extended to customers and generally have a term that does not exceed one year. Losses, if any, resulting from these 
transactions are not expected to be material.

Commitments to extend credit to customers also arise in the normal course of business and include undrawn availability under lines of credit 
and commercial operating loans of $1,180,690 (2008 – $931,957) and recently authorized but unfunded loan commitments of $1,165,634 
(2008 – $2,258,463). In the majority of instances, availability of undrawn commercial commitments is subject to the borrower meeting specified 
financial tests or other covenants regarding completion or satisfaction of certain conditions precedent. It is also usual practice to include the right 
to review and withhold funding in the event of a material adverse change in the financial condition of the borrower. From a liquidity perspective, 
undrawn credit authorizations will be funded over time, with draws in many cases extending over a period of months. In some instances, 
authorizations are never advanced or may be reduced because of changing requirements. Revolving credit authorizations are subject to repayment 
which, on a pooled basis, also decreases liquidity risk.

Lease Commitmentsb)	

The Bank has obligations under long-term non-cancellable operating leases for the rental of premises. Minimum future lease commitments 
for each of the five succeeding years and thereafter are as follows:		

Guaranteesc)	

A guarantee is defined as a contract that contingently requires the guarantor to make payments to a third party based on i) changes in an 
underlying economic characteristic that is related to an asset, liability or equity security of the guaranteed party, ii) failure of another party  
to perform under an obligating agreement, or iii) failure of another third party to pay indebtedness when due.

Significant guarantees provided to third parties include guarantees and standby letters of credit as discussed above.

In the ordinary course of business, the Bank enters into contractual arrangements under which the Bank may agree to indemnify the other 
party. Under these agreements, the Bank may be required to compensate counterparties for costs incurred as a result of various contingencies, 
such as changes in laws and regulations and litigation claims. A maximum potential liability cannot be identified as the terms of these 
arrangements vary and generally no predetermined amounts or limits are identified. The likelihood of occurrence of contingent events that 
would trigger payment under these arrangements is either remote or difficult to predict and, in the past, payments under these arrangements 
have been insignificant. 

The Bank issues personal and business credit cards through an agreement with a third party card issuer. The Bank has indemnified the card 
issuer from loss if there is a default on the issuer’s collection of the business credit card balances. The Bank has provided no indemnification 
relating to the personal or reward credit card balances. The issuance of business credit cards and establishment of business credit card limits 
are approved by the Bank and subject to the same credit assessment, approval and monitoring as the extension of direct loans. At year-end,  
the total approved business credit card limit was $10,496 (2008 – $11,503), and the balance outstanding was $2,566 (2008 – $2,778).

No amounts are reflected in the consolidated financial statements related to these guarantees and indemnifications.

	 2009 2008

Credit Instruments

	 Guarantees and standby letters of credit 	 $	 196,380 	 $	 232,649 

	 Commitments to extend credit  	 	 2,346,324  		  3,190,420 

Total  	 $	 2,542,704  	 $	 3,423,069 

2010  	 $	 8,625 
2011  8,409 
2012  8,062 
2013  8,024 
2014  7,622 
2015 and thereafter  27,124 
Total 	 $	 67,866
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Legal Proceedingsd)	

In the ordinary course of business, the Bank and its subsidiaries are party to legal proceedings. Based on current knowledge, the Bank does not 
expect the outcome of any of these proceedings to have a material effect on the consolidated financial position or results of operations.

insurance operations21.	

Premiums Earned and Deferred Policy Acquisition Costs
Insurance premiums are included in other income on a daily pro rata basis over the terms of the underlying insurance policies. Unearned 
premiums represent the portion of premiums written that relate to the unexpired term of the policies in force and are included in other 
liabilities.

Policy acquisition costs are those expenses incurred in the acquisition of insurance business. Acquisition costs comprise advertising and 
marketing expenses, insurance advisor salaries and benefits, premium taxes and other expenses directly attributable to the production of 
business. Policy acquisition costs related to unearned premiums are only deferred, and included in other assets, to the extent that they are 
expected to be recovered from unearned premiums and are amortized to income over the periods in which the premiums are earned. If the 
unearned premiums are not sufficient to pay expected claims and expenses (including policy maintenance expenses and unamortized policy 
acquisition costs), a premium deficiency is said to exist. Anticipated investment income is considered in determining whether a premium 
deficiency exists. Premium deficiencies are recognized by writing down the deferred policy acquisition cost asset.

Unpaid Claims and Adjustment Expenses
The provision for unpaid claims represents the amounts needed to provide for the estimated ultimate expected cost of settling claims related to insured 
events (both reported and unreported) that have occurred on or before each balance sheet date. The provision for adjustment expenses represents 
the estimated ultimate expected costs of investigating, resolving and processing these claims. These provisions are included in other liabilities 
and their computation takes into account the time value of money using discount rates based on projected investment income from the assets 
supporting the provisions.

All provisions are periodically reviewed and evaluated in light of emerging claims experience and changing circumstances. The resulting changes 
in estimates of the ultimate liability are recorded as incurred claims in the current period.

Reinsurance Ceded
Earned premiums and claims expenses are recorded net of amounts ceded to, and recoverable from, reinsurers. Estimates of amounts 
recoverable from reinsurers on unpaid claims and adjustment expenses are recorded in other assets and are estimated in a manner consistent 
with the liabilities associated with the reinsured policies.

Insurance Revenues, Net	a)	

Insurance revenues, net, reported in other income on the consolidated statements of income is presented net of claims, adjustment expenses and 
policy acquisition costs.

Unpaid Claims and Adjustment Expensesb)	

Nature of Unpaid Claims
The establishment of the provision for unpaid claims and adjustment expenses and the related reinsurers’ share is based on known facts and 
interpretation of circumstances and is, therefore, a complex and dynamic process influenced by a large variety of factors. These factors include 
experience with similar cases and historical trends involving claim payment patterns, loss payments, pending levels of unpaid claims, product 
mix or concentration, claims severity, and claims frequency patterns.

Other factors include the continually evolving and changing regulatory and legal environment, actuarial studies, professional experience and 
expertise of the claims department personnel and independent adjusters retained to handle individual claims, quality of the data used for 
projection purposes, existing claims management practices, including claims handling and settlement practices, effect of inflationary trends  
on future claims settlement costs, investment rates of return, court decisions, economic conditions and public attitudes. In addition, time  
can be a critical part of the provision determination since, the longer the span between the incidence of a loss and the payment or settlement  
of the claim, the more variable the ultimate settlement amount can be. Accordingly, short-tailed claims, such as property claims, tend to be 
more reasonably predictable than long-tailed claims, such as liability claims.

	 2009 2008

Net earned premiums 	 $	 104,062 	 $	 97,943 

Commissions and processing fees  2,852  2,876 

Net claims and adjustment expenses  (68,996)  (64,380)

Policy acquisition costs  (20,802)  (20,573)

Insurance revenues, net 	 $	 17,116 	 $	 15,866 
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Consequently, the establishment of the provision for unpaid claims and adjustment expenses relies on the judgment and opinions of a large 
number of individuals, on historical precedent and trends, on prevailing legal, economic, social and regulatory trends and on expectations 
as to future developments. The process of determining the provisions necessarily involves risks that the actual results will deviate, perhaps 
substantially, from the best estimates made.

Provision for Unpaid Claims and Adjustment Expenses
An annual evaluation of the adequacy of unpaid claims is completed at the end of each financial year. This evaluation includes a re-estimation 
of the liability for unpaid claims relating to each preceding financial year compared to the liability that was originally established. The results  
of this comparison and the changes in the provision for unpaid claims and adjustment expenses follow:

The provision for unpaid claims and adjustment expenses and related reinsurance recoveries are discounted using rates based on the projected 
investment income from the assets supporting the provisions, and reflecting the estimated timing of payments and recoveries. The investment 
rate of return used for all cash flow periods and all lines of business was 2.75% (2008 – 4.1%). However, that rate was reduced by a 1% 
(2008 – 1%) provision for adverse deviation in discounting the provision for unpaid claims and adjustment expenses and related reinsurance 
recoveries. The impact of this provision for adverse deviation results in an increase of $887 (2008 – $850) in unpaid claims and adjustment 
expenses and related reinsurance recoveries.

Policy balances, included in insurance related other assets and other liabilities, analyzed by major lines of business are as follows:

	 2009 2008

	 Automobile Home Automobile Home

Unpaid claims and adjustment expenses  	 $	 65,736 	 $	 15,289 	 $	 64,181  	 $	 11,995 

Reinsurers' share of unpaid claims and adjustment expenses  	 	 9,984  	 	 457  		  11,561  		  – 

Unearned premiums  	 	 44,635  	 	 17,672 		   40,886  		  15,913 

Underwriting Policy and Reinsurance Cededc)	

Reinsurance contracts with coverage up to maximum policy limits are entered into to protect against losses in excess of certain amounts that 
may arise from automobile, personal property and liability claims.

Reinsurance with a limit of $180,000 (2008 – $180,000) is obtained to protect against certain catastrophic losses. Retention on catastrophic 
events and property and liability risks is generally $1,000 (2008 – $1,000). Retentions are further reduced by quota share reinsurance and, 
for the British Columbia automobile insurance product, by the underlying mandatory coverage provided by the provincially governed Crown 
corporation. Due to the geographic concentration of the business, management believes earthquakes and windstorms are its most significant 
exposure to catastrophic losses. Utilizing sophisticated computer modelling techniques developed by independent consultants to quantify the 
estimated exposure to such losses, management believes there is sufficient catastrophe reinsurance protection.

At October 31, 2009, $10,441 (2008 – $11,561) of unpaid claims and adjustment expenses were recorded as recoverable from reinsurers. 
Failure of a reinsurer to honour its obligation could result in losses. The financial condition of reinsurers is regularly evaluated to minimize  
the exposure to significant losses from reinsurer insolvency.

The amounts shown in other income are net of the following amounts relating to reinsurance ceded to other insurance companies:

	 2009 2008

Unpaid claims and adjustment expenses, net, beginning of year  	 $	 57,676  	 $	 50,389 

Claims incurred

		 In the current year  73,346  67,457 

	 In prior periods  (4,350)  (3,077)

Claims paid during the year  (63,391)  (57,093)

Unpaid claims and adjustment expenses, net, end of year  63,281  57,676 

Reinsurers' share of unpaid claims and adjustment expenses  10,441  11,561 

Recoverable on unpaid claims  7,303  6,939 

Unpaid claims and adjustment expenses, net, end of year 	 $	 81,025  	 $	 76,176 

	 	 	 2009 		  2008

Premiums earned reduced by 	 $	 7,257 	 $	 6,849 

Claims incurred reduced by 	 	  595 		   2,987 
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disclosures on rate regulation22.	

Canadian Direct Insurance Incorporated (Canadian Direct), a wholly owned subsidiary, is licensed under insurance legislation in the provinces  
in which it conducts business. Automobile insurance is a compulsory product and is subject to different regulations across the provinces in 
Canada, including those with respect to rate setting. Rate setting mechanisms vary across the provinces, but they generally fall under three 
categories: “use and file”, “file and use” and “file and approve”. Under “use and file”, rates are filed following use. Under “file and use”, insurers 
file their rates with the relevant authorities and wait for a prescribed period of time and then implement the proposed rates. Under “file and 
approve”, insurers must wait for specific approval of filed rates before they may be used.

The authorities that regulate automobile insurance rates, in the provinces in which Canadian Direct is writing that business, are listed below. 
Automobile direct written premiums in these provinces totaled $36,900 in 2009 (2008 – $31,300) and represented 47% (2008 – 44%)  
of direct automobile premiums written. 

Province Rate Filing Regulatory Authority

Alberta File and approve or 
File and use 

Alberta Automobile Insurance Rate Board

Relevant regulatory authorities may, in some circumstances, require retroactive rate adjustments, which could result in a regulatory asset or 
liability. At October 31, 2009, there was no regulatory asset or liability.

employee future benefits23.	

All employee future benefits are accounted for on an accrual basis. The Bank’s contributions to the group retirement savings plan and employee 
share purchase plan totaled $7,077 (2008 – $6,183).

income taxes 24.	

The Bank follows the asset and liability method of accounting for income taxes whereby current income taxes are recognized for the estimated 
income taxes payable for the current year. Future tax assets and liabilities represent the cumulative amount of tax applicable to temporary 
differences between the carrying amount of the assets and liabilities, and their values for tax purposes. Future tax assets and liabilities are 
measured using enacted or substantively enacted tax rates expected to apply to taxable income in the years in which those temporary differences 
are expected to be recovered or settled. Changes in future income taxes related to a change in tax rates are recognized in income in the period  
of the tax rate change. All future income tax assets are expected to be realized in the normal course of operations. 

The provision for income taxes consists of the following:

	 	 	 2009 		  2008

Consolidated statements of income

	 Current 	 $	 55,553  	 $	 43,725 

	 Future  (13,633)  276 

	  41,920  44,001 

Shareholders' equity

	 Future income tax expense related to:

		  Unrealized gains (losses) on available-for-sale securities  12,425  (2,624)

		  Gains (losses) on derivatives designated as cash flow hedges  (2,233)  2,900 

	  	 	 10,192  		  276 

Total  	 $	 52,112  	 $	 44,277 
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A reconciliation of the statutory tax rates and income tax that would be payable at these rates to the effective income tax rates and provision  
for income taxes that is reported in the consolidated statements of income follows:

	Future federal and/or provincial tax rate reductions represent the revaluation of future income tax assets to reflect corporate income tax rate reductions enacted for accounting purposes.(1)	

Future income tax balances are comprised of the following:

	 	 	 2009 	 2008

Net future income tax assets
	 Allowance for credit losses 	 $	 16,487 $	 16,103 

	 Deferred loan fees 	 	  3,448 	  1,428 

	 Other temporary differences 	 	  384  	 (1,389)

	 	 $	 20,319 $	 16,142 

Net future income tax liabilities
	 Intangible assets 	 $	 2,217 $	 742 

	 Allowance for credit losses 	 	  –  (845)

	 Other temporary differences 	  	 (180) 	 1,403 

	 	 $	 2,037 $	 1,300 

The Bank has approximately $11,140 (2008 – $11,140) of capital losses that are available to apply against future capital gains and have no 
expiry date. The tax benefit of these losses has not been recognized in the consolidated financial statements.

earnings per common share25.	

Basic earnings per common share is calculated based on the average number of common shares outstanding during the year. Diluted earnings 
per share is calculated based on the treasury stock method, which assumes that any proceeds from the exercise of in-the-money stock options 
would be used to purchase the Bank’s common shares at the average market price during the year.

The calculation of earnings per common share follows:

	 	 	 2009 		  2008

Numerator
	 Net income available to common shareholders 	 $	 96,223 	 $	 102,019 

Denominator
	 Weighted average of common shares outstanding – basic  	 	 63,613,398  		  63,214,117 

	 Dilutive instruments:

		  Warrants  	 	 1,439,723  		  – 

		 Stock options(1)  	 	 281,442  		  1,227,017 

Weighted average number of common shares outstanding – diluted 	 	 65,334,563 		  64,441,134

Earnings per Common Share

Basic 	 $	 1.51 	 $	 1.61 

Diluted  	 	 1.47  		  1.58 

At October 31, 2009, the denominator excludes 1,122,170 (2008 – 3,334,382) employee stock options with an average adjusted exercise price of $28.58 (2008 – $27.45) where the exercise (1)	
price, adjusted for unrecognized stock-based compensation, is greater than the average market price.

	 2009 2008

Combined Canadian federal and provincial income taxes and statutory tax rate 	 $	 43,743 	 	 29.5% 	 $	 44,536 	 30.5%

Increase (decrease) arising from:

	 Tax-exempt income (5,329) (3.6) (3,579) (2.5) 

	 Stock-based compensation  1,985  1.3  1,774  1.2 

	 Future federal and/or provincial tax rate reductions(1)  149  0.1  999  0.7 

	 Other  1,372  0.9  271  0.2 

Provision for income taxes and effective tax rate 	 $	 41,920 	 	 28.2%  	 $	 44,001 	 30.1%

92  f CWB 2009 Annual Report - Fundamentals 



assets under administration and management26.	

Assets under administration of $5,467,447 (2008 – $4,347,723) and assets under management of $878,095 (2008 – nil) represent the fair 
value of assets held for personal, corporate and institutional clients. The assets are kept separate from the Bank’s own assets. Assets under 
administration and management are not reflected in the consolidated balance sheets and relate to the banking and trust segment.

related party transactions27.	

The Bank makes loans, primarily residential mortgages, to its officers and employees at various preferred rates and terms. The total amount 
outstanding for these types of loans is $62,861 (2008 – $64,836). The Bank offers deposits, primarily fixed term deposits to its officers, employees 
and their immediate family at preferred rates. The total amount outstanding for these types of deposits is $139,871 (2008 – $127,219).

interest rate sensitivity 28.	

The Bank is exposed to interest rate risk as a result of a difference, or gap, between the maturity or repricing behaviour of interest sensitive 
assets and liabilities. The interest rate gap is managed by forecasting core balance trends. The repricing profile of these assets and liabilities has 
been incorporated in the table following showing the gap position at October 31 for select time intervals. Figures in brackets represent an excess 
of liabilities over assets or a negative gap position.

Derivative financial instruments are included in this table at the notional amount. (1)	
Accrued interest is excluded in calculating interest sensitive assets and liabilities.(2)	
Potential prepayments of fixed rate loans and early redemption of redeemable fixed term deposits have not been estimated. Redemptions of fixed term deposits where depositors have this (3)	
option are not expected to be material. The majority of fixed rate loans, mortgages and leases are either closed or carry prepayment penalties.

ASSET LIABILITY GAP POSITIONS  
($ millions)

Floating Rate Total Non- 
and Within 1 to 3 3 Months Within 1 Year to More than Interest 

October 31, 2009 1 Month Months to 1 Year 1 Year 5 Years 5 Years Sensitive Total 
Assets
Cash resources and securities  	 $	 92  	 $	 36 	 $	 352  	 $	 480 	 $	 1,573  	 $	 81  	 $	 55  	 $	 2,189 
Loans  4,792  585  929  6,306  2,890  128  	 (88)  9,236 
Other assets  –  –  –  –  –  –  211  211 
Derivative financial instruments(1)  	 –  	 –  	 239  	 239  	 –  	 – 		  –  	 239 
Total  	 4,884  	 621  	 1,520  	 7,025  	 4,463  	 209  	 178  	 11,875 
Liabilities and Equity
Deposits  3,796  826  1,560  6,182  3,343  105  (13)  9,617 
Other liabilities  303  6  27  336  36  8  277  657 
Debentures  60  –  –  60  240  75  –  375 
Shareholders' equity  –  –  – –  –  –  987  987 
Derivative financial instruments(1)  	 239 		  –  	 –  	 239  	 –  	 – 	 	 –  	 239 
Total  	 4,398  	 832  	 1,587  	 6,817  	 3,619  	 188  	 1,251  	 11,875 
Interest Rate Sensitive Gap  	 $	 486  	 $	 (211) 	 $ 	 (67) 	 $	 208 	 $	 844 	 $	 21 	 $	 (1,073) 	 $	 – 
Cumulative Gap 	 $	 486  	 $	 275  	 $	 208  	 $	 208  	 $	 1,052  	 $	 1,073  	 $	 –  	 $	 – 
Cumulative Gap as a
	 Percentage of Total Assets 4.1% 2.3% 1.8% 1.8% 8.9% 9.0%  – –

October 31, 2008
Total assets  	 $	 5,140  	 $	 784  	 $	 1,263 	 $	 7,187  	 $	 3,749  	 $	 141 	 $	 120  	 $	 11,197 

Total liabilities and equity  		  4,072  		  889  		  1,992  		  6,953  		  3,165  		  189  		  890  		  11,197 

Interest Rate Sensitive Gap 	 $	 1,068 	 $	 (105)  	 $	 (729)  	 $	 234 	 $	 584 	 $	 (48) 	 $	 (770)  	 $	 – 

Cumulative Gap  	 $	 1,068  	 $	 963  	 $	 234 	 $	 234  	 $	 818  	 $	 770  	 $	 –  	 $	 – 

Cumulative Gap as a

	 Percentage of Total Assets 	 9.5% 8.6% 2.1% 2.1% 7.3% 6.9% – –
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The effective, weighted average interest rates for each class of financial asset and liability are shown below.

Based on the current interest rate gap position, it is estimated that a one-percentage point increase in all interest rates would decrease net 
interest income by approximately 2.5% or $6,574 (October 31, 2008 – 4.8% or $10,324 increase to net interest income) and decrease 
other comprehensive income $21,355 (October 31, 2008 – $19,982) net of tax, respectively over the following twelve months. A one-
percentage point decrease in all interest rates would increase net interest income by approximately 3.8% or $10,241 (October 31, 2008 
– 4.8% or $10,356 decrease to net interest income) and increase other comprehensive income $21,355 (October 31, 2008 – $19,982) net 
of tax.

WEIGHTED AVERAGE EFFECTIVE INTEREST RATES 
(%)

Floating Rate Total 
and Within 1 to 3 3 Months Within 1 Year to More than

October 31, 2009 1 Month Months to 1 Year 1 Year 5 Years 5 Years Total 
Assets
Cash resources and securities 0.6% 1.7% 1.9% 1.6% 3.3% 5.7% 3.0%

Loans 3.8 2.7 5.7 4.0 5.8 5.8 4.6 

Derivative financial instruments 3.1 2.7 3.1 3.0 2.3 – 2.8 

Total 3.8 2.6 4.5 3.8 4.9 5.8 4.3 

Liabilities
Deposits 0.7 2.4 3.1 1.6 3.5 6.4 2.3 

Other liabilities 0.3 – – 0.3 – – 0.3 

Debentures 5.6 – – 5.6 5.4 5.6 5.4 

Derivative financial instruments 0.2 – – 0.2 – – 0.2 

Total 0.7 2.4 3.1 1.4 3.6 5.8 2.3 

Interest Rate Sensitive Gap 3.1% 0.2% 1.4% 2.4% 1.3% 0.0% 2.0%

October 31, 2008 	 	 	 	 	 	 	

Total assets 4.7% 4.2% 5.1% 4.8% 5.4% 5.8% 5.0%

Total liabilities 2.2 3.6 4.0 2.9 4.2 5.7 3.4 

Interest Rate Sensitive Gap 2.5% 0.6% 1.1% 1.9% 1.2% 0.1% 1.6%
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fair value of financial instruments29.	

The fair value of a financial instrument on initial recognition is the value of the consideration given or received. Subsequent to initial recognition, 
financial instruments measured at fair value that are quoted in active markets are based on bid prices for financial assets and offer prices for 
financial liabilities. For certain securities and derivative financial instruments where an active market does not exist, fair values are determined 
using valuation techniques that refer to observable market data, including discounted cash flow analysis, option pricing models and other 
valuation techniques commonly used by market participants. The fair value of financial assets recorded on the consolidated balance sheets at fair 
value (cash, securities, securities purchased under resale agreements and derivatives) was determined using published market prices quoted in 
active markets (referred to as Level 1) and estimated using a valuation technique based on observable market data (referred to as Level 2). The fair 
value of liabilities recorded on the consolidated balance sheets at fair value (derivatives) was determined using a valuation technique based on 
observable market data. There were no financial instruments that were measured using unobservable market data (referred to as Level 3).

Fair value represents the estimated consideration that would be agreed upon in a current transaction between knowledgeable, willing parties 
who are under no compulsion to act. The fair value of a financial instrument on initial recognition is normally the transaction price (i.e. the 
value of the consideration given or received). Subsequent to initial recognition, financial instruments measured at fair value on the consolidated 
balance sheets that are quoted in active markets are based on bid prices for financial assets and offer prices for financial liabilities. For certain 
securities and derivative financial instruments where an active market does not exist, fair values are determined using valuation techniques that 
refer to observable market data, including discounted cash flow analysis, option pricing models and other valuation techniques commonly used 
by market participants. 

Several of the Bank’s significant financial instruments, such as loans and deposits, lack an available trading market as they are not typically 
exchanged. Therefore, these instruments have been valued assuming they will not be sold, using present value or other suitable techniques and 
are not necessarily representative of the amounts realizable in an immediate settlement of the instrument.

Changes in interest rates are the main cause of changes in the fair value of the Bank’s financial instruments. The carrying value of loans, 
deposits and subordinated debentures are not adjusted to reflect increases or decreases in fair value due to interest rate changes as the Bank’s 
intention is to realize their value over time by holding them to maturity.

Valuation Technique

	 	 Fair Value Level 1 Level 2 Level 3

Financial Assets
	 Cash resources $	 297,104 $	 297,104 $	 – $	 – 
	 Securities  1,891,409  1,884,918  6,491  – 
	 Derivative related  2,334  –  2,334  – 
October 31, 2009 $	 2,190,847 $	 2,182,022 $	 8,825 $	 – 
October 31, 2008 $	 1,808,117 $	 1,665,237 $	 142,880 $	 – 

Financial Liabilities
	 Securities purchased under reverse resale agreements $	 300,242 $	 – $	 300,242 $	 – 
	 Derivative related 	 74 	 – 	 74 	 – 
October 31, 2009 $	 300,316 $	 – $	 300,316 $	 – 
October 31, 2008 $	 163 $	 – $	 163 $	 – 
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The table below sets out the fair values of financial instruments (including certain derivatives) using the valuation methods and 
assumptions referred to below the table. The table does not include assets and liabilities that are not considered financial instruments.

2009 2008

Fair Value Fair Value

Over (Under) Over (Under)

	 Book Value Fair Value Book Value Book Value Fair Value Book Value

Assets

	 Cash resources	 	 (Note 3) 	 $	 297,104  	 $	 297,104 	 $	 – 	 $	 492,173 	 $	 492,173 	 $	 – 

	 Securities 		  (Note 4)  1,891,409  1,891,409 –  1,228,964  1,228,964 – 

	 Securities purchased under

	 resale agreements  –  – –  77,000  77,000 – 

	 Loans(1)  9,320,749  9,368,074  47,325  8,700,672  8,635,811 (64,861)

	 Other assets(2)  97,179  97,179 –  82,782  82,782 – 

	 Derivative related  2,334  2,334 –  9,980  9,980 – 

Liabilities
	 Deposits(1)  9,628,949  9,739,360  110,411  9,258,776  9,247,017 (11,759)

	 Other liabilities(3)  265,295  265,295  –  232,678  232,678  – 

	 Securities purchased under

	 reverse resale agreements  300,242  300,242 –  – – – 

	 Subordinated debentures  375,000  377,363  2,363  375,000  387,774  12,774 

	 Derivative related  74  74 –  163  163 – 

Loans and deposits exclude deferred premiums and deferred revenue, which are not financial instruments.(1)	
Other assets exclude land, buildings and equipment, goodwill and other intangible assets, reinsurers’ share of unpaid claims and adjustment expenses, future income tax asset,  (2)	
prepaid and deferred expenses, financing costs and other items that are not financial instruments.
Other liabilities exclude future income tax liability, deferred revenue, unearned insurance premiums and other items that are not financial instruments.(3)	
For further information on interest rates associated with financial assets and liabilities, including derivative instruments, refer to Note 28.(4)	

The methods and assumptions used to estimate the fair values of financial instruments are as follows:

·	 cash resources and securities are reported on the consolidated balance sheets at the fair value disclosed in Notes 3 and 4. These values are 
based on quoted market prices, if available. Where a quoted market price is not readily available, other valuation techniques are based on 
observable market rates used to estimate fair value;

·	 loans reflect changes in the general level of interest rates that have occurred since the loans were originated and are net of the allowance 
for credit losses. For floating rate loans, fair value is assumed to be equal to book value as the interest rates on these loans automatically 
reprice to market. For all other loans, fair value is estimated by discounting the expected future cash flows of these loans at current 
market rates for loans with similar terms and risks;

·	 other assets and other liabilities, with the exception of derivative financial instruments, are assumed to approximate their carrying value, 
due to their short-term nature;

·	 for derivative financial instruments where an active market does not exist, fair values are determined using valuation techniques 
that refer to observable market data, including discounted cash flow analysis, option pricing models and other valuation techniques 
commonly used by market participants;

·	 deposits with no stated maturity are assumed to be equal to their carrying values. The estimated fair values of fixed rate deposits are 
determined by discounting the contractual cash flows at current market rates for deposits of similar terms; and

·	 the fair values of subordinated debentures are determined by reference to current market prices for debt with similar terms and risks.

Fair values are based on management’s best estimates based on market conditions and pricing policies at a certain point in time. The 
estimates are subjective and involve particular assumptions and matters of judgment and, as such, may not be reflective of future fair 
values.
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risk management30.	

As part of the Bank’s risk management practices, the risks that are significant to the business are identified, monitored and controlled. The most 
significant risks include credit risk, liquidity risk, market risk, insurance risk, operational risk and litigation risk. The nature of these risks 
and how they are managed is provided in the commentary on pages 59 to 63 of the MD&A.

As permitted by the CICA, certain of the risk management disclosure related to risks inherent with financial instruments is in the MD&A. The 
relevant MD&A sections are identified by shading and the shaded areas form an integral part of these audited consolidated financial statements.

Information on specific measures of risk, including the allowance for credit losses, derivative financial instruments, interest rate sensitivity, fair 
value of financial instruments and liability for unpaid claims are included elsewhere in these notes to the consolidated financial statements. 

capital management31.	

Capital funds are managed in accordance with policies and plans that are regularly reviewed and approved by the Board of Directors 
and take into account forecasted capital needs and markets. The goal is to maintain adequate regulatory capital to be considered well 
capitalized, protect customer deposits and provide capacity for internally generated growth and strategic opportunities that do not 
otherwise require accessing the public capital markets, all while providing a satisfactory return for shareholders. 

The Bank has a share incentive plan that is provided to officers and employees who are in a position to materially impact the longer term 
financial success of the Bank as measured by share price appreciation and dividend yield. Note 19 to the consolidated financial statements 
details the number of shares under options outstanding, the weighted average exercise price and the amounts exercisable at year-end.

Basel II Capital Adequacy Accord
OSFI requires banks to measure capital adequacy in accordance with instructions for determining risk-adjusted capital and risk-weighted 
assets, including off-balance sheet commitments, which is commonly referred to as Basel II. Based on the deemed credit risk of each 
type of asset, a weighting of 0% to 150% is assigned. As an example, a loan that is fully insured by the Canada Mortgage and Housing 
Corporation (CMHC) is applied a risk weighting of 0% as the Bank’s risk of loss is nil, while uninsured commercial loans are assigned a 
risk weighting of 100% to reflect the higher level of risk associated with this type of asset. The ratio of regulatory capital to risk-weighted 
assets is calculated and compared to OSFI’s standards for Canadian financial institutions. Off-balance sheet assets, such as the notional 
amount of derivatives and some credit commitments, are included in the calculation of risk-weighted assets and both the credit risk 
equivalent and the risk-weighted calculations are prescribed by OSFI. As Canadian Direct is subject to separate OSFI capital requirements 
specific to insurance companies, the Bank’s investment in CDI is deducted from total capital and CDI’s assets are excluded from the 
calculation of risk-weighted assets.

Current regulatory guidelines require banks to maintain a minimum ratio of capital to risk-weighted assets and off-balance sheet items of 
8%, of which 4% must be core capital (Tier 1) and the remainder supplementary capital (Tier 2). However, OSFI has established that 
Canadian banks need to maintain a minimum total capital adequacy ratio of 10% with a Tier 1 ratio of not less than 7%. CWB’s Tier 1 
capital is comprised of common shareholders’ equity and innovative capital (to a regulatory maximum of 15% of net Tier 1 capital), while 
Tier 2 capital includes subordinated debentures (to the regulatory maximum amount of 50% of net Tier 1 capital), the inclusion of the 
general allowance for credit losses (to the regulatory maximum) and any innovative capital not included in Tier 1.

During March 2009, the Bank issued 8.4 million preferred units for total proceeds of $209.8 million, which qualify as Tier 1 capital  
(refer to Note 9). The preferred units, issued by way of the private placement and the public offering, each consist of one Non-
Cumulative 5-Year Rate Reset Preferred Share, Series 3 (Series 3 Preferred Shares) in the capital of the Bank with an issue price of $25.00 
per share and 1.7857 and 1.7800 common share purchase warrants, respectively. Each warrant is exercisable at a price of $14.00 to 
purchase one common share in the capital of the Bank until March 3, 2014 (refer to Note 18).
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During the year, the Bank complied with all internal and external capital requirements.

Regulatory capital and capital ratios are calculated in accordance with the requirements of the Office of the Superintendent of Financial Institution, and capital is managed and (1)	
reported in accordance with the requirements of the Basel II Capital Adequacy Accord (Basel II). 
Accumulated other comprehensive income related to unrealized losses on certain available-for-sale equity securities, net of tax, reduces Tier 1 capital, while unrealized gains on certain (2)	
available-for-sale equity securities, net of tax, increases Tier 2 capital.
Innovative capital may be included in Tier 1 capital to a maximum of 15% of net Tier 1 capital. Any excess innovative capital outstanding is included in Tier 2B capital.(3)	
Banks are allowed to include their general allowance for credit losses up to a prescribed percentage of risk-weighted assets in Tier 2A capital. At October 31, 2009, the Bank’s general  (4)	
allowance represented 0.65% (2008 – 0.70%) of risk-weighted assets.
Tier 2B capital may be included in Tier 2 capital to a maximum of 50% of net Tier 1 capital. Any excess Tier 2B capital is included in capital as net Tier 1 capital increases. (5)	
At October 31, 2009 and October 31, 2008, all subordinated debentures are included in Tier 2B capital.
Total assets plus off-balance sheet credit instruments, such as letters of credit and guarantees, less goodwill divided by regulatory capital.(6)	

CAPITAL STRUCTURE AND REGULATORY RATIOS AT YEAR-END 
($ thousands)

	 	 	 2009 		  2008 

Tier 1 Capital
	 Retained earnings 	 $	 511,784 	 $	 448,203 

	 Accumulated unrealized losses on available-for-sale equity securities, net of tax(2)  – (6,973) 

	 Preferred shares  209,750  – 

	 Common shares  226,480 221,914 

	 Contributed surplus  19,366 14,234 

	 Innovative capital instrument(3)  105,000 105,000 

	 Non-controlling interest in subsidiary  267  – 

	 Less goodwill of subsidiaries  (9,360) (6,933) 

Total  1,063,287 775,445 

Tier 2 Capital
	 General allowance for credit losses (Tier A)(4)  61,153 60,527 

	 Accumulated unrealized gains on available-for-sale equity securities, net of tax(2)  2,118  – 

	 Subordinated debentures (Tier B)(5)  380,000 380,000 

Total  443,271 440,527 

	 Less investment in insurance subsidiary  	 (56,768) (47,700) 

Total Regulatory Capital  	$	1,449,790 	 $	1,168,272 

Regulatory Capital to Risk-Weighted Assets
	 Tier 1 capital 11.3% 8.9%

	 Tier 2 capital 4.7 5.1

	 Less investment in insurance subsidiary (0.6) (0.5)

Total Regulatory Capital Adequacy Ratio 15.4% 13.5%

Assets to Regulatory Capital Multiple(6) 8.1 9.2 
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segmented information32.	

The Bank operates principally in two industry segments – banking and trust, and insurance. These two segments differ in products and services but 
are both within the same geographic region. 

The banking and trust segment provides banking, trust and wealth management services to personal clients, small to medium-sized commercial 
business clients and institutional clients primarily in Western Canada. The insurance segment provides home and auto insurance to individuals  
in British Columbia and Alberta.

	 Banking and Trust  Insurance Total

	 2009 2008 2009 2008 2009 2008

Net interest income (teb)(1) $	 230,227  $	 222,837  $	 6,127  $	 5,780 $	 236,354  $	 228,617 

Less teb adjustment  7,203  5,191  644  480  7,847  5,671 

Net interest income per financial statements  223,024  217,646  5,483  5,300  228,507  222,946 

Other income(2)  74,013  54,338  17,599  15,902  91,612  70,240 

Total revenues  297,037  271,984  23,082  21,202  320,119  293,186 

Provision for credit losses  13,500  12,000  –  –  13,500  12,000 

Non-interest expenses(3)  147,571  125,748  10,611  9,418  158,182  135,166 

Provision for income taxes  38,560  40,589  3,360  3,412  41,920  44,001 

Non-controlling interest in subsidiary  232  –  –  –  232  – 

Net Income(5) $	 97,174 $	 93,647 $	 9,111 $	 8,372 $	 106,285 $102,019 

Total average assets ($ millions)(4) $	 11,055 $	 9,747 $	 198 $	 184 $	 11,253 $	 9,931 

Taxable Equivalent Basis (teb) – Most banks analyze revenue on a taxable equivalent basis to permit uniform measurement and comparison of net interest income. Net interest income (as presented (1)	
in the consolidated statements of income) includes tax-exempt income on certain securities. Since this income is not taxable, the rate of interest or dividends received is significantly lower than 
would apply to a loan or security of the same amount. The adjustment to taxable equivalent basis increases interest income and the provision for income taxes to what they would have been had 
the tax-exempt securities been taxed at the statutory rate. The taxable equivalent basis does not have a standardized meaning prescribed by GAAP and, therefore, may not be comparable to similar 
measures presented by other banks.
Other income for the insurance segment is presented net of claims, adjustment costs and policy acquisition costs (see Note 21) and also includes the gain on the sale of securities.(2)	
Amortization of intangible assets of $1,020 (2008 – $276) is included in the banking and trust segment and $250 (2008 – $250) in the insurance segment. Amortization of land, buildings and (3)	
equipment total $6,000 (2008 – $5,040) for the banking and trust segment and $1,503 (2008 – $1,330) for the insurance segment while additions amounted to $13,422 (2008 – $10,552) for the 
banking and trust segment and $1,387 (2008 – $1,975) for the insurance segment. Goodwill of $6,106 (2008 – $3,679) is allocated to the banking and trust segment and $3,254 (2008 – $3,254) to 
the insurance segment. 
Assets are disclosed on an average daily balance basis as this measure is most relevant to a financial institution and is the measure reviewed by management.(4)	
Transactions between the segments are reported at the exchange amount, which approximates fair market value.(5)	

business acquisition33.	

Effective November 1, 2008 the Bank acquired 72.5% of the outstanding shares of Adroit Investment Management Ltd. (Adroit). Adroit is an 
Edmonton, Alberta based firm specializing in wealth management for individuals, corporations and institutional clients. The results of operations 
for Adroit have been included in the Bank’s consolidated financial statements since the effective acquisition date. The initial $6,481 acquisition cost 
was paid in cash. Additional contingent consideration, to a maximum of $1,675, will be paid in cash if earnings targets are achieved over a two year 
period. Any future contingent payment will be recorded when the liability has been incurred and will increase goodwill.

The following table summarizes the fair value of the assets acquired and liabilities assumed:

Other intangible assets include customer relationships, non-competition agreements and a trademark. The trademark, which has an estimated value 
of $280, is not subject to amortization. Adroit’s financial results, the goodwill and other intangible assets related to the acquisition are included in 
the banking and trust segment. The total amount of goodwill and intangible assets are not deductible for income tax purposes.

Net assets acquired

 	 Other assets 	 $	 90 
	 Other intangible assets  	 	 3,964 
	 Goodwill  	 	 2,427 
	  	 $	 6,481 

 p   99 CWB 2009 Annual Report - Fundamentals 



subsidiaries and affiliate34.	

	

(1)	 The Bank owns 100% of the voting shares of each entity, with the exception of Adroit Investment Management Ltd. (72.5% ownership).
(2)	 The carrying value of voting shares is stated at the Bank’s equity in the subsidiaries.
(3)	 In accordance with accounting standards, this entity is not consolidated as the Bank is not the primary beneficiary.

subsequent event35.	

On December 9, 2009 the Bank signed an agreement to acquire 100% of the common shares of National Leasing Group Inc. (National 
Leasing) in exchange for cash and common shares of the Bank. The vendors may retain a participating interest in National Leasing for  
up to 25% of the agreed upon enterprise value of $130 million. The acquisition is subject to the regulatory and other approvals and  
is expected to close at the beginning of February 2010.

National Leasing is a privately held commercial equipment leasing company for small to mid-size transactions. National Leasing is 
headquartered in Winnipeg, Manitoba, and has over 58,000 lease agreements with a collective book value of approximately $650 million, 
including securitized leases which comprise approximately one half of the portfolio.

comparative figures36.	

Certain comparative figures have been reclassified to conform to the current period’s presentation.

Canadian Western Bank Subsidiaries(1) 
(annexed in accordance with subsection 308 (3) of the Bank Act)		
October 31, 2009

		  Carrying Value of

Address of 		 Voting Shares Owned

	 Head Office 		  by the Bank(2)

Canadian Western Trust Company Suite 3000, 10303 Jasper Avenue 	 $	 60,753 

Edmonton, Alberta

Canadian Direct Insurance Incorporated Suite 600, 750 Cambie Street  		  59,681 

Vancouver, British Columbia

Valiant Trust Company Suite 310, 606 4th St. S.W. 		   13,672 

Calgary, Alberta

Adroit Investment Management Ltd. Suite 1250, 10303 Jasper Avenue		   6,312 

Edmonton, Alberta

Canadian Western Financial Ltd. Suite 3000, 10303 Jasper Avenue		   1,639 

Edmonton, Alberta

Canadian Western Bank Leasing Inc. Suite 3000, 10303 Jasper Avenue		   1,397 

Edmonton, Alberta

Canadian Western Bank Capital Trust(3) Suite 3000, 10303 Jasper Avenue		   1,000 

Edmonton, Alberta
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