Notes to the Financial Statements for the
year ending 31 December 2004

I Group structure

The Irish League of Credit Unions (the “League”) is the ultimate parent of the group. Details of
subsidiaries are given in note 20. Copies of the Irish League of Credit Unions consolidated
financial statements may be obtained from 33-41 Lower Mount Street, Dublin 2.

Transactions with other companies in the group are not disclosed as the League has taken
advantage of the exemption available under Financial Reporting Standard 8 ‘Related Party
Transactions’.

2 Income

The analysis of income by geographical location is as follows:

Republic of Ireland 53,026 51,436

Northern Ireland 7,907 8,102
60,933 59,538

3 Operating surplus

Operating surplus is stated after charging/(crediting):

Depreciation 352 357
Auditors’ remuneration 73 73
Directors’ remuneration

- for services as director — —
- for other services — —
Foreign exchange loss 22 641

Operating lease charges — .

4 Interest receivable and similar income

Group:

Interest receivable comprises:

Interest on loans to credit unions 87 92

Investment income & similar income 4712 4416
4,799 4,508

I ILCU ANNUAL REPORT 2004



1 1 Notes to the Financial Statements — continued

5 Staff costs and employee information

Wages and salaries 3,227 2913
Social welfare costs 312 274
Other pension costs 395 254
3,934 3,441
2004 2003

Number Number

The average number of persons employed during the year was:

Management 7 6
Administration 63 60
70 66

6 Exceptional item

In the prior year, ILCUTECH Limited, a subsidiary of the League, was placed in voluntary
liquidation. As a result of the decision to place ILCUTECH Limited in voluntary liquidation the
group no longer controls ILCUTECH. Consequently, in the prior year there was a deemed
disposal of ILCUTECH giving rise to an exceptional gain of €1.685m. This gain arose as the
group was no longer required to include certain liabilities of ILCUTECH Limited in the group

financial statements as a result of the deemed disposal.
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7 Taxation on surplus on ordinary activities

The Revenue Commissioners have confirmed that the Irish League of Credit Unions is exempt
from Income Tax up to and including 1999 and it is anticipated that this exemption will also be

forthcoming for the period up to and including 2004.




1 1 Notes to the Financial Statements — continued

8 Tangible Assets

Cost or valuation

At | January 2004 7,702 3,150 389 [1,241
Additions — 12 — 12
Disposals — — (20) (20)
At 31 December 2004 7,702 3,162 369 11,233
Accumulated depreciation

At | January 2004 1,054 2,941 105 4,100
Charge for the year 154 123 75 352
Disposals — — (17) (17)
At 3| December 2004 1,208 3,064 163 4,435
Net book amount

At 31 December 2004 6,494 98 206 6,798
At 31 December 2003 6,648 209 284 7,141

Cost or valuation

At | January 2004 7,702 3,139 389 1,230
Additions — 12 — 12
Disposals — = (20) (20)
At 3| December 2004 7,702 3,151 369 11,222
Accumulated depreciation

At | January 2004 1,054 2,935 105 4,094
Charge for the year 154 120 75 349
Disposals — — (17) (17)
At 31 December 2004 1,208 3,055 163 4,426
Net book amount

At 31 December 2004 6,494 96 206 6,796
At 31 December 2003 6,648 204 284 7,136
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Notes to the Financial Statements — continued

9 Financial Assets

Investments in subsidiary companies 22,293 19,389

A list of subsidiaries is given in note 20.
During the year the League subscribed €2.9m in respect of the call on “B" ordinary shares of
€ .27 each by ECCU Assurance Company Limited ("ECCU"), made in December 2003. This

amount was paid by the General Fund.

ECCU gave notice of an additional call in December 2004 on “B" ordinary shares amounting to

€3.5m. No amounts have been included in the financial statements in respect of this call.

10 Investments

I s s

Shares and other variable yield securities and

units in unit trusts 38514 37,239 32,683 32,130

Debt securities and other fixed income

securities 45,726 34211 12,429 7,628

Exchequer bills and notes 1,206 4,790 - -

Deposits with credit institutions (unlisted) 46,551 44,841 43,345 38,915
131,997 121,081 88,457 78,673

Listed and marketable securities comprise a market value of: Group €132m (2003: €12 m);
League €88.5m (2003: €79m).
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1 1 Notes to the Financial Statements — continued

Il Debtors
. Growp  Leage
2004 2003 2004 2003
€'000 €°000 €'000 €000
Premiums due from Credit Unions 4,321 5,375 4,321 5,375
Amounts due from group undertakings — — — 2,432
Other debtors and prepayments 5,255 3,310 2,436 2,287
9,576 8,685 6,757 10,094
Amounts falling due after more than
one year
Loans due from credit unions 1,984 3,829 1,984 3,829
I'1,560 12,514 8,741 13,923

The SPS Fund entered into a loan facility with ILCUTECH Limited for an amount of €6.98m in
respect of the initial funding of a standardised computer system for the credit union movement.
The amount due to the SPS fund in respect of this loan is €5.3m at 31 December 2004 (3|
December 2003: €5.6m). The General Fund has guaranteed this loan. Consequently, no provision
has been made in respect of this loan in the SPS Fund's financial statements. However, full

provision in respect of this guarantee was made in the general fund.

12 Creditors

Bank overdraft 259 46 109 32
Amounts due to group undertakings — — 4,538 4,478
Trade Creditors 4,118 4,460 3,011 3,703
Accruals 2,010 [,495 2,010 [,495
Amounts payable in respect of
standardised computer system 2,649 2,649 2,649 2,649
Amounts due to credit unions (a) 33,253 34,227 26,474 25,351
Corporation tax payable 35 57 — —
Deferred tax payable 30 = = —
VAT 14 20 14 20
PAYE/PRSI 89 99 89 99
42,457 43,053 38,894 37,827
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Notes to the Financial Statements — continued

12 Creditors continued

Amounts payable in respect of
standardised computer system 1,940 2,925 1,940 2,925

Claims experience refund 6,779 8,876

LP/LS premiums prepaid 21,275 20,567 21,275 20,567

DBI premiums prepaid 5,199 4,784 5,199 4,784
33,253 34,227 26,474 25,351

I3 Provision for liabilities and charges

At | January 15,050 - 15,050 13,273
Increase in the year 3,040 (308) 2,732 |, 777
At 31 December 18,090 (308) 17,782 15,050

The claims outstanding have been established based on an actuarial valuation of the insurance

subsidiary’s liabilities to policyholders at 31 December 2004.

The reassurers’ share of insurance claims outstanding is included in debtors.
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1 1 Notes to the Financial Statements — continued

14(a) Reconciliation of operating profit to net cash inflow from operating activities

Surplus before taxation 10,648 14,674
Non cash exceptional items — (1,685)
Depreciation 352 357
(Profit)/Loss on sale of fixed assets ) 6
Return on investments (4,799) (4,508)
Decrease/(Increase) in debtors 678 (1,543)
(Decrease)/Increase in creditors (1,694) 1,008
Increase in underwriting liabilities 3,040 [, 777
Exchange movements 129 1,921
Net Cash Inflow from operating Activities 8,352 12,007

14(b) Returns on investments and servicing of finance

Interest received 3,935 3,894

14(c) Taxation paid

Corporation tax paid (104) (57)

14(d) Capital expenditure

Disposal of fixed assets 5 62
Payment to acquire tangible fixed assets (12) (290)
) (228)
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Notes to the Financial Statements — continued

14(e) Acquisitions and Disposals

Cash outflow on disposal of Subsidiary undertaking — (159)

14(f) Management of liquid resources

Increase in Short Term Deposits (2,995) (3,848)
Net increase in marketable securities (9,776) (13,153)
(12,771) (17,001)

14(g) Analysis of changes in net funds

Net cash:

Cash at bank

and in hand [,136 (382) — — 754

Bank overdrafts (46) (213) — — (259)

1,090 (595) — — 495

Liquid resources:

Marketable

securities 21,081 9,776 — [,140 131,997

Short Term

Deposits 27,616 2,995 — (129) 30,482
148,697 12,771 — 011 162,479

Net funds 149,787 12,176 — 1,011 162,974
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1 1 Notes to the Financial Statements — continued

I5 Statement of movement in total reserves

Opening reserves at | January 108,460 93,864 104,685 92,339
Surplus for the year 10,536 14,596 9,703 12,346
Closing reserves at 31 December 118,996 108,460 114,388 104,685

16 Guarantees, commitments and contingent liabilities

The SPS Fund gave guarantees, amounting to €3.2m, in respect of one credit union during the
year ended 3| December 2004. The outstanding commitment in respect of this guarantee was
€2.5m at 31 December 2004. No provision has been made in the financial statements as the
League believes that the commitment will not be called.

The Board has approved a loan to a credit union of €5m as at 31 December 2004, which has

not yet been drawn down.

17 Future capital expenditure not provided for

Contracted for

Authorised by directors but not contracted for — —

18 Financial commitments

Within one year — —

Within two to five years — —

After five years — —
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Notes to the Financial Statements — continued

19 Pensions

The Group and credit unions participate in an industry-wide pension scheme for employees
(The Irish League of Credit Unions Republic of Ireland Pension Scheme). This is a funded scheme
of the defined benefit type, with assets invested in separate trustee administered funds.

An actuarial valuation of the fund is normally carried out every three years by the Scheme’s
independent, professionally qualified, actuary. The actuary recommends the rates of contribution
payable by the entities participating in the scheme.

The last such actuarial valuation was carried out at | June 2002 using the Projected Unit Credit
method. The principal actuarial assumption used in the valuation was that the investment return
would be 2% higher than the annual salary increases. The market value of the scheme’s assets at
I June 2002 was €17.430m. The actuarial valuation disclosed a past service deficit of €6.113m

at | June, 2002.

As a result, the funding rate for the pension scheme increased from 18.7% to 23.5% from
I March 2004. There will be another actuarial valuation carried out in 2005.

The scheme is a defined benefit scheme. However, the Group is unable to identify its share of
the underlying assets and liabilities. Consequently, the Group accounts for its contributions to the
scheme as if it were a defined contribution scheme. Contributions payable to the scheme are

recognised in the income and expenditure account.

The scheme is currently being reviewed by a representative committee from the movement.
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1 1 Notes to the Financial Statements — continued

20 Subsidiary companies

Name
ECCU Assurance
Company Limited

ILCU Holdings Limited

ILCU International
Development

Foundation Limited

The ILCU Savings

Protection Company

Business

Insurance

Corporate Trustee

Development of
International Credit

Union Movement

To take and enhance

security in respect

Registered Office
33-41 Lower Mount
Street Dublin 2

33-41 Lower Mount
Street Dublin 2

33-41 Lower Mount

Street Dublin 2

33-41 Lower Mount
Street Dublin 2

Limited of the Savings
Protection Scheme

ECCU Assurance 100% Dormant Harman House |
Company (Services) George Street
(UK) Limited* Uxbridge Middlesex

England UBB 1QQ

*This company is a subsidiary of ECCU Assurance Company Limited.

Note [|:ILCU International Development Foundation Limited and the ILCU Savings Protection

Scheme Company Limited are both companies limited by guarantee not having a share capital.

In May 2003 a resolution was passed placing ILCUTECH Limited into voluntary Liquidation.

2| Approval of financial statements

The directors approved the financial statements on |2th February 2005.
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Income and Expenditure Account Year ended 31 December 2004

Income and operating surplus arose solely from continuing operations. There were no recognised
gains or losses other than those dealt with in the income and expenditure account above and,

therefore, no separate statement of total recognised gains and losses has been presented.

There is no difference between the net surplus retained and added to the General Fund for the

year stated above and the historical cost equivalent.




1 1 Supplementary Information - Savings Protection Scheme Fund

Income and Expenditure Account Year ended 31 December 2004

Contributions from credit unions 3,939 —
Sum equal to affiliation fees — 2,096
Insurance operational rebate — 2,433

3,939 4,529
Administrative expenses (56) (216)
Operating surplus 3,883 4,313
Interest receivable and similar income 2,051 1,825
Surplus on ordinary activities before taxation 5934 6,138
Taxation on surplus on ordinary activities — —
Surplus for the year 5934 6,138
Surplus at beginning of year 79,699 73,561
Surplus at end of year 85,633 79,699

Income and operating surplus arose solely from continuing operations. There were no recognised
gains and losses other than those included in the surpluses above and, therefore, no separate

statement of total recognised gains and losses has been presented.

There is no difference between the Net surplus retained and added to the Fund for the year

stated above and the historical cost equivalent.
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Schedule A
Year Ended 31 December 2004

CENTRAL INVESTMENT MANAGEMENT

Assets
Marketable securities 1,939,878 1,529,270
Client bank balances:

Bank deposit account 650 1,050

1,940,528 1,530,320

Liabilities
Credit Unions 1,940,528 1,530,320
1,940,528 1,530,320

MOVEMENT IN BALANCES DUE TO CREDIT UNIONS

Opening balances 1,530,320 1,190,218
Placed for Credit Unions during the year 527,231 434,006
Withdrawals during the year (160,068) (130,438)
Income added 43,045 36,534
Closing balances 1,940,528 1,530,320
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1 1 General Fund

Schedule B
Year Ended 31 December 2004

Commission on stores sales (net) 59 34
Recovery of costs on CIM funds 1,579 [, 141
Rental income and management fee 302 407
ATM income — 68
Training income 24| 246
Affiliation Fees 3,817 —
Profit on disposal of Fixed Assets 2 —
Total Income 6,000 1,896
Schedule C

Year Ended 31 December 2004

Meeting costs:

Annual general meeting costs |74 |77
Board costs 153 163
Other committee costs 12 8
Delegation expenses |7 12
Supervisory committee costs 30 28
New legislation I3 4
Insurance forum |4 Il
413 403

Management and field services expenses:
Salaries, wages and staff costs 3,934 3,441
Travelling and subsistence expenses 306 225
Professional charges 2,182 [,101
Audit fees 73 73
Interest and bank charges 249 271
Depreciation on motor vehicles 74 74
Loss on sale of fixed assets — 6
6,818 5191
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Schedule C - continued
Year Ended 31 December 2004
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Schedule D
Year Ended 31 December 2004

€'000 €'000

Salaries, wages and staff costs 101 18
Board costs 5 I
Accommodation and office expenses 40 40
Phone 8 7
Printing and stationary 7 7

161 173
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Income and Expenditure Budgets
for year ended 31 December 2005
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Income and Expenditure Budgets
for year ended 31 December 2005

Promotion and Training

World Council Dues

International Affairs

Donations

SPS Review

Workers Co-Operative Grants
'Credit Union Review' - Net Cost

Discount on Insurance Prepayment Scheme
TOTAL 2005 EXPENDITURE ESTIMATE
PROJECTED 2005 SURPLUS

CASH FLOW IMPLICATIONS

Projected 2005 Surplus

Add: Depreciation

Less: Projected Capital Expenditure 2005
PROJECTED CASHFLOW FORYEAR 2005

622
70
99
I
50
I5
25
893

[.775

9.778

3,683

3,683

340

4,023

4,020

3

FIXED ASSETS:
Car purchases and replacement

Computer Hardware

SPS LOAN:

Capital Repayment - Premises Loan and ISIS Loan

ECCU SHARES:
ECCU Assurance Co. Ltd.
Call on share capital payable December 2005

TOTAL 2005 CAPITAL BUDGET ESTIMATES

70
150
220

300

3,500

4,020
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