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C O M P A R A T I V E  H I G H L I G H T S  (in thousands of dollars)

As at December 31 1987 1986 % Change

Assets 1,600,575 1,512,352 5.8

Loans to Members 1,322,160 1,182,241 11.8

Deposits and Shares of Members 1,387,347 1,331,689 4.2

For the year ended December 31

Interest and O ther Income 159,412 151,373 5.3

Interest Expense 105,871 105,267 0.6

Operating Expense 45,148 40,990 10.1

Dividends to Members 706 425 66.1

Net Earnings 1,256 2,973 (57.8)

Retained Earnings 40,129 38,873 3.2



M E S S A G E  F R O M  T H E  C H A I R M A N

Not many years ago, financial institutions 
limited their activities to deposit acquisition 
and the making of loans. Interest rates 
changed little from year to year, and no sleep 
was lost worrying about margins or matching 
of assets to liabilities.

But times have changed. Life is now 
complex and hurried. Time is a precious and 
jealously guarded commodity. W ith this in 
mind, VanCity has continually expanded its 
products and services as well as its service 
delivery options. Members can now access 
their accounts in person, electronically, by

mail or telephone, up to 24 hours each day.
VanCity has always had a keen sense 

of community and a long history of service to 
that community. We are proud of our 
Community Relations Program, the Scholar
ship Program and those countless hours spent 
by VanCity employees in their community 
service work.

I would like to thank all our members 
and staff for their dedication and support 
during the past year, and to assure all of you 
that we never forget for a minute whose 
money it is that keeps us in business.



B O A R D  OF D I R E C T O R S  R E P O R T

As VanCity prepares to confront the 
challenges of the 90’s, your Board of Directors 
would like to confirm that meeting member 
needs is the organization’s major reason 
for being.

VanCity has a rich heritage of innovation. 
Services pioneered by VanCity are now 
standard throughout the industry. We plan to 
continue that tradition, and to accomplish it 
w ithout exporting jobs or money outside the 
province. O ur decisions will continue to be 
made locally.

Much has been heard and written about 
deregulation and the crumbling of the four 
pillars. Deregulation is designed to encourage 
participation, but it is consumers, in the long 
run, who will dictate w hat should or should 
not be regulated.

Several bank and trust company failures 
in Western Canada have left a residue 
of concern in the minds of depositors and 
investors alike and there has been a 
subsequent “flight to quality” We are pleased 
that our members have continued to regard 
VanCity as a “quality” institution. O ur long
term strategy emphasizes the continued 
desirability of a clean balance sheet, and, as a 
result, the provision for loan losses was 
increased by $4 million in 1987. This resulted 
in a drop in earnings in comparison to last 
year. However, this strategy will position 
VanCity to take full advantage of growth 
opportunities over the next decade.

Stan Parsons Scholarship w inner 
Doug Moore and Norma Parsons.

Your Board of Directors is pleased to 
present the results of operations for 1987 and 
to confirm that a dividend has been declared 
for the 41st consecutive year. All members’ 
share accounts will receive a 7% dividend.

OPERATING RESULTS
Net earnings for the year were $1,256,000 
after providing for taxes and the payment of a 
dividend to all members. Your Board is 
confident that VanCity’s balance sheet 
demonstrates strength and conservatism in 
keeping with VanCity’s m andate and in view 
of current uncertain economic conditions. 
Given these variables, VanCity is financially 
well-positioned for the future.

The provision for losses on loans and 
investments was $6,043,000 in 1987, an 
increase of $4,109,000 over 1986. Part of this 
increase was attributed to a $700,000 w rite
down of investment properties to market 
value. Also, your Board has established a 
policy target for the loan loss allowance of 
0.5% of loans. The target was reached in 1987 
with the allowance at 0.53%, up from 0.34% 
in 1986. Your Board believes it is prudent 
to maintain the allowance at our target level 
in light of the current and expected operating 
environment for 1988.



Operating expenses rose in 1987 largely 
due to a $693,000 increase in spending on our 
computer system. Salary expense and 
occupancy costs were generally in line with 
inflation.

At year end, assets were $1,601 million, an 
increase of $89 million or 5.9%, from the 
previous year. Of particular interest is the fact 
that loans expanded by $140 million, or at a 
rate of 11.8% during 1987. The strong 
residential m arket and the introduction of a 
Pre-Approved Mortgage Program were the 
major contributors to this increase.

The difference between financial income 
and financial expense is known as the 
financial margin. In 1987, VanCity’s financial 
margin was $42,757,000, an increase of about 
$5.5 million from the previous year. It is more 
instructive, however, to view the margin as a 
percentage of average assets in order to high

light the trend. In this case, the margin for 
1987 was 2.74% up from 2.55% in 1986.
This represents a considerable improvement 
in earnings.

Note: In some instances, 1986 figures and 
ratios may not be directly comparable to the 
figures set out in VanCity’s 1986 Annual 
Report. This restatem ent of 1986 data results 
from accounting rules designed to reflect 
correctly the discontinuance of VanCity’s 
leasing operations in 1987.

MEMBERSHIP ANALYSIS
During 1987 over 21,000 members joined 
VanCity bringing current membership to 
nearly 170,000. VanCity is particularly pleased 
with the success of its Fat Cat Account for 
Junior Members. Since the introduction of 
the Fat Cat Account in 1985, the number of 
Junior Members has more than doubled.
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F I N A N C I A L  R E S U L T S  A N D  P O L I C I E S

For several years, VanCity has followed 
policies designed to preserve our financial 
integrity in a volatile market environment. 
W ith the several bank and trust company 
failures and mergers of recent years, it is 
imperative that credit union members in 
Western Canada continue to receive ongoing 
reliable funding for their current and future 
needs. At VanCity, we conduct our financial 
management strategy with this fundamental 
priority in mind.

One important aspect of our financial 
management is a process called “matching” 
This process ensures that the maturity and 
cash flow characteristics of loans and 
investments closely resemble those of 
deposits, resulting in a financial margin that is 
not unduly affected by swings in interest 
rates. In 1987, after adjusting for the impact of 
the timing of cash flows, VanCity’s mismatch 
of loans to deposits with a maturity beyond 
one year was only 4.2% of assets, down from 
4.8% a year earlier. It is the policy of the 
Board that this figure not exceed 5%, unless 
there are favorable market circumstances. 
During these times, a gap of 7.5% of assets 
may be authorized for a period of time.

For maturities with a duration of less 
than one year, interest rate risk is reduced 
through the use of m arket hedging techniques. 
These involve the treasury bill futures market 
and Eurodollar deposits and options and 
other financial instruments which can be 
used to ameliorate the negative impact on the 
financial margin when interest rates change. 
Only limited activity was undertaken in this 
area during 1987 because interest rate move
ments throughout the year were largely in a 
direction favorable to the financial margin.

Liquidity guarantees VanCity’s ability to 
meet withdrawal demands by depositors and 
to extend credit to our members in a reliable 
and orderly fashion. It also provides a buffer 
to the organization during periods of market 
volatility especially during periods when 
credit is difficult or expensive to obtain, and 
when demand for loans exceeds the inflow of

new deposits. This latter situation character
ized 1987. Liquidity at the beginning of 
the year was 17% of assets but fell to 12.4% at 
year end. During the summer months loans 
expanded more rapidly than deposits.

Loan demand slowed as the year pro
gressed and, as a result, liquidity was rebuilt.
It is the Board’s policy that liquidity be 
maintained in the 15% range as an operating 
target in the knowledge that conditions will 
often produce oscillations around that target.

In addition to internally-generated 
liquidity, VanCity also has access to external 
sources of funds on a committed basis from 
B.C. Central Credit Union and the banking 
system as a whole.

An adequate capital base is of the utmost 
importance to any financial institution.
Under the Credit Union Act, VanCity is 
required to set aside funds in a Statutory 
Reserve Account (SRA). In 1987, the 
minimum SRA was 2.4% of the prescribed 
asset base. At year’s end, VanCity’s SRA was 
3.6%, well above the minimum, but actually a 
reduction of 0.4% from 1986. This reduction 
resulted from two circumstances. First, the 
asset base rose significantly, a result of loan 
demand; and second, deferred income 
taxes were reduced by $1.3 million. This 
represented a direct deduction from the SRA.

Your Board believes that a disciplined 
approach to financial management, a commit
ment to build SRA and the continued 
m aintenance of liquidity at a high level are 
fundamental to our operating success.
In 1988, we plan to pursue vigorously these 
measures in order to provide the necessary 
stability and strength to meet our members’ 
growing needs.



S I G N I F I C A N T  A C H I E V E M E N T S

During 1987, VanCity introduced several new 
services and improved certain existing 
services to keep pace with the financial needs 
of an expanding membership.

SERVICE DELIVERY
As a provincially-regulated financial 
institution, VanCity is able to provide a wider 
range of products and services than chartered 
banks and trust companies. The ability to 
offer Trust Services, Insurance Services, 
Income Tax Preparation Services as well as 
standard financial services provides VanCity 
with a unique position in the marketplace.

In order to improve our accessibility to 
the people of the Lower Mainland, VanCity 
opened its twenty-second branch in 
November, 1987. This new branch, in the 
Surrey/Langley area, is designed to service 
that community’s rapidly-growing population. 
In addition, the branch at Pender and Hornby 
underwent a m ajor renovation and expansion 
in late 1987 to better serve the downtown 
business community.

VanCity has always been committed to 
providing the highest quality of service to its 
members. To help ensure that their financial 
needs are satisfactorily met, many VanCity 
branches are now open six days a week 
and some have extended hours on Thursday 
and Friday.

Each VanCity branch provides twenty- 
four hour access through the Exchange auto

mated teller machine network. As a means 
of improving service at this level, VanCity 
began a major machine replacement program 
in 1987. It is anticipated that the complete 
network of new machines capable of 
handling high transaction volumes will be in 
place by the middle of 1988.

As an added feature, account access is 
now available to members through the 
Interac and Cue-Data autom ated teller 
machine networks. VanCity also provides 
account access through TeleService which 
allows members up to 12-hour access to their 
accounts on most days.

In late 1987, the VanCity Community 
Van was introduced to provide an alternative 
access to VanCity’s full range of financial 
services. The Van is designed to meet 
the needs of people who are unable to visit 
a VanCity branch in-person.

i if. "  
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ONE NAME, ONE NUM BER
In June 1987, VanCity achieved a significant 
technological breakthrough with the intro
duction of its One Name, One Number 
concept. All VanCity head office departments, 
branch locations, and insurance offices can 
now be reached by calling one number, 
877-7000. The new concept has been highly 
successful in improving the quality and speed 
of service VanCity can provide its members. 
Not only is the new system more convenient 
for people calling VanCity, but it has also 
freed up staff at the branch level to service 
more effectively members’ needs.

7



At present, most incoming calls are 
handled directly by the TeleService D epart
ment which has handled over 625,000 
calls and processed over 60 million dollars in 
deposits and loans since the new system’s 
inception.

DEREGULATION A N D  THE BIG BANG
During 1987, deregulation in the financial 
industry continued to receive considerable 
attention. Simply put, the traditional lines of 
business are blurring, as evidenced by the 
chartered banks’ recent purchases of 
investment dealers. More than likely, this type 
of expansion will continue among the major 
financial institutions.

As a result of its “one-stop shopping” 
approach, VanCity is already in a position to 
provide a wide range of services to its 
membership. The convenience of consoli
dating all financially-related services in one 
institution has proved to be a distinct 
advantage for everyone concerned. VanCity is 
able to return profits earned through these 
ancilliary services back to its membership in 
the form of improved services, dividends, 
patronage refunds and service charges below 
the industry average.

YOU BELONG WITH US
An im portant part of VanCity’s full service 
philosophy is the “Value of Belonging’:
For this reason, VanCity strives to provide its 
members with a complete and competitive 
range of products to meet every financial 
need. Sharing in profits through improved 
services and dividends is another way VanCity 
reinforces this concept, along with putting 
members’ funds to work right here in B.C.

VanCity members also have the 
opportunity to participate in our organization 
through annual Board of Directors elections 
and with voting privileges at the Annual 
General Meeting.

MORTGAGES
VanCity’s success in the financial marketplace 
is largely a result of its leadership role in the



area of residential mortgages. VanCity was the 
first financial institution to offer Open 
Mortgages, first to offer a “plain English loan 
agreement” first to provide mortgages to 
women in their own names and first in 
Vancouver to offer mortgages on properties 
east of Cambie Street.

VanCity’s range of mortgage options is 
one of the best and most competitive on the 
market today. W ith its knowledgeable staff, 
simple application process, speedy TeleService 
processing, 24 hour approval (on most 
applications), 80% financing, transfer 
program, range of options and flexible 
payment plans, VanCity is maintaining a clear 
leadership role in the mortgage marketplace. 
To further expand its comprehensive range of 
services, VanCity successfully introduced its 
own PreApproved Mortgage Program for 
buyers and sellers in March of 1987.

INSURANCE
VanCity Insurance Services Ltd. was formed 
in June, 1976 as a wholly-owned subsidiary of 
VanCity. Since that time, the insurance 
operation has expanded to 12 offices through
out the Lower Mainland. For the convenience 
of its membership, most VanCity Insurance 
Services offices are located within VanCity 
branches. During 1987, a new insurance office 
was introduced as part of our new branch in 
the Surrey/Langley area. We anticipate that 
each VanCity branch will include a full- 
service insurance office staffed by licensed 
insurance professionals by the end of 1989.

VanCity Insurance Services Ltd. offers a 
full range of insurance services, including 
homeowner and tenant coverage, travel and 
life coverage and Autoplan vehicle coverage.

T-BILL SAVINGS ACCOUNT
In June 1987, VanCity introduced its successful 
T-Bill Savings Account. This account, with the 
interest rate based on high yield treasury bills, 
offers investors both convenience and 
flexibility. O n balances over $10,000 VanCity’s 
T-Bill Savings Account pays one of the 
highest rates of any comparable account on 
the market. By December 1987, over 6,500 
members with balances of $146 million had 
taken advantage of this attractive savings 
option.

ETHICAL GROW TH FU N D
Introduced in February 1986, VanCity’s 
Ethical Growth Fund achieved outstanding 
results in 1987. In the afterm ath of the stock
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market downturn in October, 1987, the 
Ethical Growth Fund ranked No. 5 among 
top performing equity mutual funds in 
Canada. In 1987, the Fund also out performed 
the Toronto Stock Exchange 300 for the 
second consecutive year.

The Ethical Growth Fund is a mutual 
fund based on ethical and socially-responsible 
principles. By the end of 1987, the fund was 
valued at $18 million with a compounded 
annual rate of return of 8%. The fund is avail
able nationally to members and non-members 
through VanCity Investment Services Ltd., 
a subsidiary of VanCity.

COMMUNITY INVOLVEMENT
VanCity’s commitment to service extends into 
far-reaching community involvement. Each 
VanCity community branch actively partici
pates in its area through school visits, 
sponsorship of local sports teams, visits to 
Seniors’ centres and donations to local charit
able organizations. Several branches are also 
involved in the Partners in Education 
Program with local schools. Each branch will 
be receiving a Community Bulletin Board to 
keep members advised of ongoing events 
within the local community.

In addition to these branch activities, 
VanCity is also involved on the corporate 
level. An extensive Sponsorship Program was 
introduced in 1985 and since that time, 
VanCity has sponsored numerous programs 
beneficial to communities throughout the 
Lower Mainland. These sponsorships include 
a painting and print-making class for 
Vancouver school children at Arts Umbrella, 
a school visit program with the Judith 
Marcuse Dance Company, productions by the 
Playhouse and Arts Club Theatres, perform 
ances by the Vancouver Chamber Choir, 
and in December 1987, the New Year’s Eve 
celebration, First Night.

1987 VanCity C om m unity  
Scholarship winners.
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A significant addition to our community 
involvement activities was introduced in June 
1987 with the VanCity Scholarship Program. 
Over 40 students graduating from Lower 
Mainland high schools in 1987 received 
VanCity Community Scholarships worth 
$200. The year’s top student received the Stan 
Parsons Memorial Scholarship of $2000.

STAFF DEVELOPMENT
A financial institution is only as good as the 
people who deliver its services. For that 
reason, VanCity is exceptionally proud of the 
high level of service its staff provides to 
members. In order to maintain this level, staff 
training and development are an ongoing 
priority. During 1987, VanCity introduced a 
new sales training program which consists of 
monthly in-branch sessions highlighting 
product information and selling techniques. 
The goal of this program is to increase staff 
expertise in the presentation of our increasing 
variety of financial services.

The grooming of VanCity staff to assume 
management positions is also an important 
priority at VanCity. In late 1987, a new Intern
ship Program was introduced. The program 
allows selected candidates to gain “hands-on” 
experience in all areas of the organization 
prior to being placed in management positions. 
VanCity employees can also gain valuable 
experience with other organizations by 
exchanging positions with other credit union 
employees. This lend/lease policy broadens 
the experience of everyone concerned.

CONCLUSION
As the 1990’s approach, our financial industry 
is faced with many exciting and challenging 
opportunities. G reater complexity in the 
nature of financial services, stiffer competition 
within the financial marketplace brought 
about by deregulation, and increased con
sumer knowledge and sophistication are all 
realities that the industry will have to confront.

VanCity has already begun to accept 
these challenges. O ur continued commitment 
to better service is already being realized with 
the development of new branch locations, 
with innovative service delivery options, with 
the concept of “one-stop” financial shopping, 
and with the implementation of new financial 
services to meet the increasing needs of a 
growing membership. Equipped with these 
service-oriented tools and with the dedication 
of a highly motivated staff, we at VanCity 
look forward to the years ahead with 
confidence and enthusiasm.

11



Vancouver City Savings Credit Union
(Incorporated under the Credit Union Act of British Columbia)

C O N S O L I D A T E D  B A L A N C E  S H E E T
for the years ended December 31,1987 and 1986

ASSETS Notes 1987 1986

CASH RESOURCES 2

(thousands of dollars)

$ 131,817 S 151,282

SECURITIES 3 67,132 110,192

DISCONTINUED OPERATIONS 4 31,717 22,949

LOANS 5 1,322,160 1,182,241

PREMISES AND EQUIPMENT 6 16,040 15,484

OTHER ASSETS 7 31,709 30,204

$ 1,600,575 $1,512,352

LIABILITIES AND MEMBERS’ EQUITY

DEPOSITS 8 $ 1,375,745 $1,319,690

SAVINGS SHARES 6,061 6,963

PROVISION FOR DIVIDENDS 
TO MEMBERS 732 441

Total members’ accounts $ 1,382,538 $1,327,094

GOVERNMENT DEPOSITS 9 49,653 44,611

LOANS AND NOTES PAYABLE 10 63,386 38,472

DEBENTURE PAYABLE 11 51,389 51,236

ACCOUNTS PAYABLE 5,644 3,152

DEFERRED INCOME TAXES 3,027 4,319

CONTINGENT LIABILITY 12

EQUITY SHARES ' 4,809 4,595

RETAINED EARNINGS 13 40,129 38,873

$ 1,600,575 $1,512,352

The accompanying notes are an integral part of 
these consolidated balance sheets.

Approved by the Directors:

Director

Director
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Vancouver City Savings Credit Union
(Incorporated under the Credit Union Act of British Columbia)

C O N S O L I D A T E D  S T A T E M E N T  OF E A R N I N G S  A N D  R E T A I N E D  E A R N I N G S
for the years ended December 31,1987 and 1986

Notes 1987 1986

(thousands o f dollars)

FINANCIAL INCOME:
Loan interest
Income from cash resources and investments

$ 132,782
15,846

s 123,838
18,648

$ 148,628 s 142,486

FINANCIAL EXPENSE: 
Interest-

Member deposits 
Government deposits 
Borrowed money

14 $ 95,307
2,146
8,418

s 99,248
2,437
3,582

$ 105,871 s 105,267

FINANCIAL MARGIN
Provision for losses on loans and investments

$ 42,757
6,043

s 37,219
1,934

FINANCIAL MARGIN AFTER PROVISION FOR 
LOSSES ON LOANS AND INVESTMENTS $ 36,714 s 35,285

OTHER INCOME 15 10,784 8,887

FINANCIAL MARGIN AND OTHER INCOME $ 47,498 s 44,172

OPERATING EXPENSES:
Salaries and employee benefits 
Occupancy and equipment 
General operating 16

$ 21,702
6,245

17,201

s 20,846
5,596

14,548

$ 45,148 $ 40,990

$ 2,350 $ 3,182

DIVIDENDS TO MEMBERS (706) (425)

EARNINGS FROM CONTINUING OPERATIONS 
BEFORE INCOME TAXES $ 1,644 $ 2,757

INCOME TAXES 611 692

EARNINGS FROM CONTINUING OPERATIONS 
Earnings from discontinued operations 4

$ 1,033
223

$ 2,065
908

NET EARNINGS $ 1,256 $ 2,973

RETAINED EARNINGS, beginning of year 38,873 35,900

RETAINED EARNINGS, end of year $ 40,129 $ 38,873

The accompanying notes are an integral part of 
these consolidated statements.



Vancouver City Savings Credit Union

N O T E S  TO C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S
December 31,1987and 1986

1. SIGNIFICANT ACCOUNTING POLICIES_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
(a) Principles of Consolidation
The consolidated financial statements include the assets, liabilities, and operating results of the credit 
union and its wholly-owned subsidiaries, VanCity Insurance Services Ltd., VanTax Services Ltd., VanCity 
Investment Services Ltd. and 515 Leasing Inc. The assets, liabilities and operating results of 515 Leasing Inc. 
are presented as discontinued operations as described in Note 4.
(b) Securities
Investments in government and corporate securities having a fixed m aturity date are carried at cost; 
investments in real estate mortgages which are purchased as marketable mortgage packages are carried at 
amortized cost, net of an allowance for loan losses. Gains and losses are taken into earnings when realized.
(c) Hedging
Financial futures and options on financial futures are used to hedge asset and liability values and interest 
rate exposure. Gains and losses on open futures and options are deferred and amortized to income over the 
average expected remaining life of the hedged asset or liability and are fully recognized when the hedge 
is closed.
(d) Loans
Loans are stated net of allowances established to recognize anticipated losses. The am ount provided for 
anticipated loan losses is determined by reference to specific loans in arrears and by judgment of manage
ment with respect to previous experience.

Properties acquired in settlement of loans are recorded at the lower of estimated net realizable value 
and the am ount owing in respect of the loan. Losses arising on the realization or reduction to realizable 
value of such properties are charged to earnings.
(e) Premises and Equipm ent
Premises and equipment are recorded at cost and depreciated over the estimated useful life of each asset.
(f) O ther Assets
Shares of B.C. Central Credit Union and debentures of the Credit Union Deposit Insurance Corporation of 
British Columbia are carried at cost.

Property acquired for investment purposes is accounted for by the cost method and depreciated over 
the estimated useful life of each property.

Costs related to significant com puter systems development projects are deferred and amortized on the 
straight-line method over the estimated period of benefit, not to exceed five years.
(g) Shares

(i) Equity
Members are required to hold $30 of equity shares (1986-$25). Redemption of such shares may be 
subject to certain restrictions. Monies invested in these shares are not guaranteed by the Credit 
Union Deposit Insurance Corporation of British Columbia.

(ii) 8avings
$avings shares are in practice withdrawable on demand and may be redeemed by the credit union. 
$avings shares are insured by the Credit Union Deposit Insurance Corporation of British Columbia.

(iii) Dividends
Dividends on savings and equity shares are charged to earnings for the year in which they are 
calculated.

(h) Debenture Issue Costs
Debenture issue costs include commissions and underwriting fees, legal expenses, and registration fees.
They are amortized over the five-year term of the debenture.
(i) Revenue Recognition
Interest earned on loans is recorded on the accrual m ethod except where, in management’s judgment, 
collectibility is in doubt.

Leasing revenue, which is included in the results of discontinued operations, is recorded at the 
commencement of the lease period in an am ount estimated to offset lease acquisition costs and over the 
term of the lease to produce an approximate constant rate of return on the investment in the lease.
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2. CASH RESOURCES 1987 1986
(in thousands of dollars)

Cash on hand and w ith banks and B.C. Central Credit Union 
Demand and term deposits with B.C. Central Credit Union, 

due within one year 
Term deposits w ith chartered banks, due within one year 
Accrued interest on deposits

$ 6,824

116,070
7,841
1,082

$ 15,418

121,424
13,510

930
$ 131,817 $ 151,282

3. SECURITIES 1987 1986
(in thousands of dollars)

Securities, at cost which approximates market v a lue- 
Government
Corporate -  Money market notes due within one year 

Purchased mortgages

$ 47,213 
5,052 

14,867

$ 79,971 
19,173 
11,048

$ 67,132 $ 110,192

4. DISCO NTINUED OPERATIONS
A wholly-owned subsidiary of the credit union has entered into an agreement to sell its leasing business 
effective February 1,1988, approximately at net book value. The net earnings of the leasing operations for 
the years ended December 31,1987 and 1986 are included in the consolidated statements of earnings under 
“earnings from discontinued operations” net of income taxes of $53,000 (1986-$258,000).
Leasing revenues were $3,861,000 in 1987 and $1,357,000 in 1986.

The financial statements for 1986 have been reclassified to conform to the 1987 presentation of 
discontinued operations.

5. LOANS 1987 1986
(in thousands of dollars)

Mortgages 
Personal loans 
Business loans 
Accrued interest

$1,181,216
95,806
30,074

7,092

$1,026,458
107,570
22,695

6,698
Total loans 

Allowance for doubtful loans
$1,314,188

6,974
$1,163,421

3,995

Properties acquired in settlement of loans
$1,307,214

14,946
$1,159,426

22,815
Total loans and properties $1,322,160 $1,182,241

M aturities-
Balances and principal repayments d u e -  

W ithin 1 year
1 to 2 years
2 to 3 years
3 to 4 years
4 to 5 years
5 years and beyond

$ 815,961 
186,161 
179,177 
48,606 
78,305 

5,978

$ 807,006 
164,294 
121,160 

17,377 
50,120 

3,464
$1,314,188 $1,163,421

Loans on which accrual of interest has been discontinued 
Properties acquired in settlement of loans

$ 6,103 
14,946

$ 3,683 
22,815

Non-performing loans and properties $ 21,049 $ 26,498

Non-performing loans and properties as a 
percent of total loans and properties 1.59% 2.24%

Allowance for doubtful loans as a percent of total loans .53% .34%

During the year, loans and properties acquired in settlement of loans in the am ount of $2,517,000
(1986 -  $1,769,000) were written off and recoveries of $653,000 (1986 -  $101,000) were realized in respect of
amounts written off in prior years.
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6. PREMISES A N D  EQUIPMENT
Accumulated Net Net

Cost Depreciation 1987 1986
(in thousands of dollars)

Land S 1,870 S $ 1,870 $ 1,870
Buildings 8,399 3,367 5,032 5,297
Leasehold improvements 2,861 1,212 1,649 1,447
Computer equipment 8,461 4,179 4,282 4,201
Office equipment 10,001 6,794 3,207 2,669

S 31,592 $ 15,552 $ 16,040 $ 15,484

Total depreciation and am ortization during the year amounted to $2,337,000 (1986-$2,401,000)

7. OTHER ASSETS 1987 1986
(in thousands of dollars)

B.C. Central Credit Union, shares (yield 4%; 1986-4% ) $ 12,072 $ 11,253
Credit Union Deposit Insurance Corporation of British Columbia,

debentures (yield 6%; 1986-7% ) 13,381 13,108
Property acquired for investment 2,421 3,208
Accounts receivable 1,441 1,229
Prepayments and other 1,111 558
Deferred computer systems development costs 1,283 848

$ 31,709 $ 30,204

The investments in B.C. Central Shares and CUDIC debentures are required under operating agreements 
and the Credit Union Act respectively.

In 1987, certain properties which have declined in value were written down by S700,000 to estimated 
realizable value.

8. DEPOSITS 1987 1986
(in thousands of dollars)

Demand deposits $ 423,595 $ 301,636
Term deposits 435,885 529,891
Registered savings plans 474,847 444,762
O ther 12,955 13,644
Accrued interest 28,463 29,757

$1,375,745 $1,319,690

M aturities-
O n demand and within 1 year $1,113,185 $1,094,131
1 to 2 years 157,388 106,486
2 to 3 years 54,806 38,205
3 to 4 years 26,397 14,103
4 to 5 years 19,790 61,348
5 years and beyond 4,179 5,417

$1,375,745 $1,319,690

9. GOVERNM ENT DEPOSITS 1987 1986
(in thousands of dollars)

Municipal and provincial deposits $ 40,950 $ 35,900
Housing Initiative Program deposits 8,610 8,610
Accrued interest 93 101

$ 49,653 S 44,611



10. LOANS AND NOTES PAYABLE 1987 1986
(in thousands of dollars)

Money market loans, secured-
B.C. Central Credit Union $ 30,000 $ 35,000
O ther 29,749

Mortgage, secured by a first charge on certain premises,
repayable monthly over a term of twenty years 2,457 2,485

Accrued interest 1,180 987
$ 63,386 $ 38,472

11. DEBENTURE PAYABLE 1987 1986

Debenture payable 
Accrued interest payable

Less-D eferred issue costs, net of amortization

(in thousands of dollars)
$ 50,000 $ 50,000

2,070 2,070
(681) (834)

$ 51,389 S 51,236

On July 30,1986 the credit union issued $50,000,000, 9%% debentures due July 30,1991. The assets held as 
collateral at December 31,1987 have a total market value of $69,000,000 and are comprised of $62,000,000 
of NHA insured mortgages and $7,000,000 of government securities.

12. CONTINGENT LIABILITY_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
The credit union has been named in a claim concerning non-payment of official cheques totalling 
$3,416,000. Management is of the opinion that the credit union has reasonable defences against this claim 
and a counterclaim has been prepared for $2,970,000. The outcome of this claim and counterclaim 
cannot be determined at present.

15. STATUTORY RESERVE ACCOUNT_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
The Credit Union Act requires the credit union to retain a statutory reserve at a prescribed level in 
relation to its asset base. Items which qualify for the statutory reserve include equity shares, subordinated 
debt, deferred income taxes and retained earnings.

1987 1986
(in thousands of dollars)

Required reserve as a percentage of the prescribed asset base 2.4% 2.4%

Equity shares $ 4,809 $ 4,595
Deferred income taxes 3,027 4,319
Appropriated retained earnings designated for

statutory reserve account 31,892 28,887
Unappropriated retained earnings 8,237 9,986

Total qualifying for inclusion in statutory reserve $ 47,965 $ 47,787

Total as a percentage of the prescribed asset base 3.6% 4.0%

The Credit Union Act requires that the statutory reserve account be at least 3% by 1990.
As a result of changes proposed by Income Tax Reform announced June 18,1987, approximately 

$2,700,000 of taxes currently deferred will become payable over the next four years.

14. INTEREST PAID ON MEMBER DEPOSITS 1987 1986

T-Bill Accounts
(in thousands of dollars) 

$ 4,675 $
Chequing 371 417
Plan 24 3,906 8,687
Chequing/savings 8,087 4,411
Term deposits 39,010 45,779
Registered savings plans 39,258 39,954

$ 95,307 $ 99,248
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15. OTHER INCOME 1987 1986
(in thousands of dollars)

Account services fees $ 3,933 $ 3,096
Appraisal fees 598 439
Canada Savings Bonds commissions 358 154
Credit card fees 396 223
Foreign exchange 741 721
Insurance commissions 1,692 1,409
Loan administration fees 899 678
Loan application fees 996 610
O ther service 705 1,181
Safety deposit box rentals 466 376

$ 10,784 S 8,887

16. GENERAL OPERATING EXPENSES 1987 1986
(in thousands o f dollars)

Chequing service charges $ 896 $ 927
Communications and advertising 2,327 1,969
Computer 4,701 4,008
B.C. Central Credit Union dues 352 374
Insurance 602 531
Meetings and travel 607 605
O ther 1,635 1,316
Payment to Credit Union Deposit Insurance

Corporation of British Columbia fo r -
Deposit and share insurance 1,740 1,704
Bonding insurance 275 273

Postage 963 782
Professional services 1,646 867
Stationery 1,055 894
Telephone 402 298

$ 17,201 $ 14,548

17. LEASE COMMITMENTS
Certain branch premises are leased for terms extending to 1996. Annual rentals under these leases for the
next five years are as follows:

1988 $1,435,000
1989 $1,385,000
1990 $1,297,000
1991 $1,102,000
1992 $ 820,000

18. OTHER STATUTORY INFORMATION
(a) At December 31,1987 outstanding loans to directors, officers and employees amounted to $16,515,457
(1986-$14,199,527). All such loans are granted in accordance with normal lending terms, except those
loans to employees and officers as set out in (c) below.
(b) The aggregate rem uneration paid to directors was $51,075 (1986- $19,217).
(c) Compensation of employees and officers may include the benefit of loans granted at rates less than
rates available to other members. The aggregate of such loans, which is included in the am ount shown in (a)
above, and the rate of interest a t December 31, is as follows:

1987 1986
Number of Num ber of

Category Rate Such Loans Amount Rate Such Loans Amount
(in thousands o f dollars)

Mortgages 5°/o -8% 70 $ 3,780 8% 60 $ 3,169
Personal loans 7°/o 401 2,753 7% 359 2,350

$ 6,533 $ 5,519

There were no loans to directors at interest rates or terms and conditions different from those available to 
other members.



Vancouver City Savings Credit Union

A U D I T O R S ’ R E P O R T

To the Members of
Vancouver City Savings Credit Union:

We have examined the consolidated balance sheets of VANCOUVER CITY SAVINGS 
CREDIT UNION as at December 31,1987 and 1986 and the related consolidated statements of 
earnings and retained earnings for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial 
position of the credit union as at December 31,1987 and 1986 and the results of its operations 
for the years then ended in accordance with generally accepted accounting principles 
applied on a consistent basis.

In accordance with Section 77 of the Credit Union Act we report that we consider the 
procedures adopted by the credit union are adequate for the safety of its creditors and members.
ARTHUR ANDERSEN & CO. PANNELL KERR MACGILLIVRAY
Chartered Accountants Chartered A ccountants
Vancouver, B.C.
February 5,1988.

M A N A G E M E N T ’S R E S P O N S I B I L I T Y  F O R  F I N A N C I A L  R E P O R T I N G

These financial statements have been prepared by the management of VanCity, which is 
responsible for their reliability, completeness and integrity. They were developed in accordance 
with requirements of the Credit Union Act and conform in all material respects with 
generally accepted accounting principles. The financial information presented in the Annual 
Report is consistent with the financial statements.

Systems of internal control and reporting procedures are designed to provide reasonable 
assurance that financial records are complete and accurate so as to safeguard the assets of the 
organization. These systems include establishment and communication of standards of business 
conduct throughout all levels of the organization to prevent conflicts of interest and 
unauthorized disclosure and to provide assurance that all transactions are authorized and 
proper records maintained. Internal audit provides management with the ability to assess the 
adequacy of these controls. Further, they are reviewed by the credit union’s external auditors 
and by the Provincial Superintendent of Credit Unions, Co-operatives and Trust Companies.

The Board of Directors has approved the financial statements. The Audit Committee of 
the Board, comprised of three directors, has reviewed the statements with the external auditors 
in detail and received regular reports on internal control findings.

Pannell Kerr MacGillivray and A rthur Andersen & Co. the external independent auditors 
appointed by the membership, examined the financial statements of the credit union in 
accordance with generally accepted auditing standards. They have had full and free access to 
the internal audit staff and the Audit Committee of the Board. Their report appears above.

Peter A. Cook 
Chief Financial Officer

Dennis A. Lunney 
Chief Executive O fficer'

19



B O A R D  OF  
D I R E C T O R S

S E N I O R
M A N A G E M E N T

JOY LEACH , C hairm an DAVID LEVI, V ice-C hairm an

I g 
W

SH IRLEY  CHAN

PAUL G ILL TIM  LO U IS STEVE W ADDELL

BOB W ILLIAM S JIM  W O O DW ARD FRANCA ZU M PA N O

D E N N IS  LU N N EY  
C hief E xecutive O fficer

PETER CO O K
S en io r V ice-P res iden t and
C hief F inancial O fficer

WAYNE McKAY 
S en io r V ice-P resident,
M arketing  and  M em ber Services

LIN D A  CR O M PTO N  
D irector,
P ersonnel Services

RO BERT D. QUART 
V ice-P resident,
T rust S ervices

W ILLIAM  A. Y O U N G  
V ice-President,
C red it and  Real E sta te  Services
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HEAD OFFICE
515 West 10th Avenue 
Vancouver, B.C. V5Z 4A8
A ll Head Office Departments, 
Branch Locations and VanCity 
Insurance Offices can be reached 
by phoning 877-7000.

BOARD OF DIRECTORS
Joy Leach, Chairman
David Levi, Vice-Chairman
Shirley Chan
Paul Gill
Tim Louis
Steve Waddell
Bob Williams
Jim Woodward
Franca Zumpano

SENIOR M ANAGEMENT
Dennis Lunney 
Chief Executive Officer 
Peter Cook
Senior Vice-President and 
Chief Financial Officer 
Linda Crompton 
Director,
Personnel Services 
Wayne McKay 
Senior Vice-President, 
Marketing and Member 
Services 
Robert D. Quart 
Vice-President,
Trust Services 
William A. Young 
Vice-President,
Credit and Real Estate 
Services

Christopher Dobrzanski 
Vice-President,
Treasury 
Jeremy Hooper 
Vice-President and Controller
John Iseli 
Vice-President,
Member Services 
Garry Smith 
Vice-President,
Administrative Services 
Larry Wald 
Vice-President,
Member Services

LEGAL ADVISORS
Davis & Company 
Farris, Vaughan, Wills & 
Murphy

AUDITORS
Pannell Kerr MacGillivray 
Arthur Andersen & Co.

COMMUNITY BRANCHES
VANCOUVER

Main Branch
519 West 10th Avenue V5Z1K9 
Jeff Barnes, Manager 
Broadway and Oak 
1030 West Broadway V6H IE6 
Brian Moore, Manager 
Victoria and 40th Avenue 
5590 Victoria Drive V5P 3W1 
Grahame Newman, Manager 
Hastings and Kamloops 
2510 East Hastings Street V5K1Z3 
Ben Letkeman, Manager 
Kitsilano
3395 West Broadway V6R 2B1
Doug Zulke, Manager
Fraser and 47th Avenue
6330 Fraser Street V5W 3A4
John Garret, Manager
Main and 26th Avenue
4205 Main Street V5V 3P8
Mary Powell, Manager
Pender and Hornby
898 West Pender Street V6C 1J8
Rolf Baumbusch, Manager
Broadway and Arbutus
2106 West Broadway V6K 4L1
Lela Grierson, Manager
1st and Commercial
1675 Commercial Drive V5L 3X6
Gerry Freeman, Manager
Kingsway and Joyce
3305 Kingsway VSR 5K6
Peter Van Camp, Manager
Marpole
8289 Granville Street V6P 4Z6 
Lydia Johnson, Manager 
Kerrisdale
2380 West 41st Avenue V6M 2A4 
At Hrycyk, Manager 
Point Grey
4516 West 10th Avenue V6R 2J1 
Ann Lund, Manager
BURNABY

North Burnaby
4302 Hastings Street V5C 2J9 
Jim Scoular, Manager 
Lougheed
3977 North Road V3J1S2 
Sid Fehr, Manager 
South Burnaby 
5064 Kingsway V5H 2E7 
A1 Campbell, Manager
CO QU ITLAM

Coquitlam
2991 Lougheed Highway V3B 6J6 
Martyn Kershaw, Manager
N O RTH  DELTA 

North Delta
7211-120th Street V4C 6P5 
Bill Jacobs, Manager
W EST VANCOUVER
West Vancouver
1548 Marine Drive V7V 1H8 
Connie Beaque, Manager

VANCITY INSURANCE  
SERVICES LTD.
VANCOUVER

10th and Cambie
519 West 10th Avenue V5Z1K9 
David Roberts, Insurance Officer 
Kitsilano
3361 West Broadway V6R 2B1 
Laura Smalley, Insurance Officer 
Victoria and 40th 
5590 Victoria Drive V5P 3W1 
Raymond Evelle, Insurance Officer 
Hastings and Kamloops 
2510 East Hastings Street V5K1Z3 
Don Rae, Insurance Officer 
Kingsway and Joyce 
3305 Kingsway VSR 5K6 
Eileen Mitchell, Insurance Officer 
Marpole
8289 Granville V6P 4Z6 
Ruth Bradbury, Insurance Officer
BURNABY

South Burnaby
5064 Kingsway V5H 2E7 
Jenny Hopkins, Insurance Officer 
North Burnaby 
4257 Hastings Street V5C 2J5 
Gail Strocel, Insurance Officer
CO QU ITLAM
Coquitlam
2991 Lougheed Highway V3B 6J6 
Don Popoff, Insurance Officer
DELTA

Delta
7211120th Street V4C 6P5 
Jean Sparkes, Insurance Officer
N O R TH  VANCOUVER 
North Vancouver
1290 Marine Drive V7P1T2 
Joyce Jackson, Insurance Officer
SURREY/LANGLEY

Surrey/Langley
19535 Fraser Highway V3S 6K7 
Peggy Letkeman, Insurance Officer

MEMBERSHIP
To use the many services of 
VanCity, one must become a 
member by purchasing equity 
shares. All adult members 
purchase 30 one dollar equity 
shares entitling them to annual 
dividends and voting rights.

MEMBER SERVICES 
INCLUDE:
CORE SERVICES, such as:
Chequing, Chequing/Savings and 

Savings Accounts 
Business Accounts 
Community Services Account 
All-In-One Statements 
Universal Access-interbranch 

transactions 
TeleService -  transactions by 

telephone 
Safety Deposit Boxes 
Bill and Tax Payments 
Visa and Exchange C ard- 

worldwide credit and inter
national teller machine service 

T-Bill Savings Account
LENDING SERVICES, such as:
Overdraft Protection 
Lines of Credit 
Personal Loans 
Residential Mortgages 
Business Loans 
Commercial Mortgages
TERM DEPOSITS
REGISTERED PLANS AND 
ANNUITIES
TRUST SERVICES
INVESTMENT SERVICES
ETHICAL GROWTH FUND
FINANCIAL INFORMATION 
SERVICES
FOREIGN EXCHANGE SERVICE
MONEY ORDERS, DRAFTS 
AND TRAVELLERS’ CHEQUES
VANTAX SERVICES LTD.
Personal income tax preparation
VANCITY INSURANCE 
SERVICES LTD., such as: 
Autoplan
Homeowners, tenants and 

condominium package 
Travel
Boat, trailer, camper 
Life and disability 
Commercial and business 
Life annuity quotation service 
No-charge insurance counselling

N O R TH  VANCOUVER

North Vancouver
1290 Marine Drive V7P1T2 
Tom Hancock, Manager
SURREY/LA NG LEY

Surrey/Langley
19535 Fraser Highway V3S 6K7 
Doug Williams, Manager




