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In 1997, VanCity conducted its first externally verified social 
audit. During this audit cycle, VanCity consulted with four key 

stakeholder groups: members, staff, community groups, and 
other credit unions. To order a copy of the Social Audit Report 
Highlights, please make a selection from the following:

1. Call TeleService at 877-7000

2. Follow the link on www.vancity.com

3. Complete the information opposite, photocopy this form, and 
fa x  it to: VanCity’s CSR Croup, fax number (604) 877-8226.

C ity Country

Postal/Zip Code D a ytim e  Phone

Please note: the Social Audit Report Highlights will be available by June 30, 1998.



C o n s o l i d a t e d  F i n a n c i a l  H i g h l i g h t s

Assets 1997 1996 1995 1994 1993

Cash and Securities 
Loans
O ther Assets

$ 503,940  
4,946,842  

139,758

$ 385,030 
4,299,867 

117,732

(thousands of dollars)

$ 445,498 
3,801,139 

121,721

$ 327,697 
3,663,451 

92,514

$ 322322  
3,390,861 

82,700

Total Assets $ 5,590,540 S 4,802,629 $ 4 3 6 8 3 5 8 $ 4,083,662 $ 3,795,883

Liabilities and Members’ Equity

Deposits and Equity Shares $ 4,687,703 $ 4,081,405 $ 3,817,912 $ 3,550,250 $ 3,173,776
Debentures and Loans Payable 559,951 414,780 250,000 279,000 403,740
O ther Liabilities 139,591 120,357 134,967 110,234 95,396
Retained Earnings 203,295 186,087 165,479 144,178 122,971

Total Liabilities and Members’ Equity $ 5,590,540 $ 4,802,629 $ 4,368,358 $ 4,083,662 S 3,795,883

Statements o f Earnings

Net Interest Income $ 140,668 $ 118,025 $ 114,107 $ 103,867 $ 98,145
Charge for Impairment of Loans (5 ,101) (3,553) (3,162) (3,400) (3,064)
O ther Income 32,837 27,632 26,779 26,142 19,960

Net Interest and Other Income 168,404 142,104 137,724 126,609 115,041

Salaries and Employee Benefits 68,263 55,986 51,138 46,788 41,092
Other Operating Expenses 69,523 51,038 47,769 45,008 40,189

Total Operating Expenses 137,786 107,024 98,907 91,796 81,281

Earnings from Operations 30,618 35,080 38,817 34,813 33,760

Gain on Sale of Premises _ 9,173
Donations to Foundation 775 600 900 650 550
Distributions to Members 8,641 7,835 93 2 2 5,180 33 2 3
Income Taxes 3,994 6,037 7,294 7,776 8,640

Net Earnings for the Year $ 17,208 $ 20,608 $ 21,301 $ 21,207 $ 30,220

Statistics

Average Assets $ 5,112,619 $ 4,631,941 $ 4,259,824 $ 4,047,848 $ 3,591,707
Growth of Total Assets (%) 16.41% 9.94% 6.97% 758% 14.18%
Return on Assets 0.34% 0.45% 0.50% 0.52% 0.84%
Dividends per Equity Share 5.0% 5.0% 8.0% 9.0% 10.0%
Dividends per Investment Share 6.0% 7.3% 8.8% 84% 8.0%
Membership 252,638 231,558 218,296 207,259 203,571
No. of Employees (full-time equivalent) 1,357 1,265 1,135 1,038 968
No. of Branches 42 38 36 35 34

1



M e s s a g e  f r o m t h e  C h a i r

Coro Strandberg, Chair
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Nineteen ninety-seven has been another 
exciting and historic year for the VanCity 
group of companies. W hile in 1996 VanCity 

celebrated 50 years in the community, 1997 
was marked by two significant initiatives: 
the successful launch of a new wholly- 

owned subsidiary called Citizens Bank of 

Canada, which provides financial service 
24 hours a day, seven days a week; and the 
acquisition of Teacher Savings Credit Union, 

which expanded the credit union’s branch 
network, product, and membership base.

During the year, VanCity continued 

to pursue m em ber service excellence 
by redesigning branch layouts, investing 

in new technology, and developing new 
products and services. At the same time, 

we continued to focus on our most 
im portant resource, our staff, by 

encouraging them  to increase their 
skill levels and qualifications to better 

serve mem bers’ needs and to meet 
their own aspirations for personal growth 
and development.

Nineteen ninety-seven also saw preliminary 

work on our new regional development 
initiative begin and our pioneering 
social audit commence. And once again, 

we were pleased to distribute a substantial 

amount of VanCity earnings to our members 
and community. In total, $10.3 million has 
been reinvested w ith members and 

community groups. Of this amount,
$7.4 million has been distributed through 

VanCity’s 1997 Shared Success Program;
$1.2 million has been paid on VanCity 
Investment Shares; and $1.7 million has 

been distributed to the community.

In January of 1997, federal regulators granted

V A N C I T Y  G I V E S  B A C K
( M I L L I O N S  O F  D O L L A R S )  

1 9 9 7
|  Sha red  Succes s 

I nv es tm en t  Sha re  
D iv idends 

H  C o m m u n i t y  Su p p o r t

VanCity permission to convert the existing 
Citizens Trust charter to a bank charter 

which created Canada’s first branchless 
bank. Citizens Bank concentrated its initial 
marketing efforts in the Toronto area and 

then in September 1997, the bank launched 
its Vancouver advertising campaign.

The only Canadian bank owned by a credit 

union, its financial services are accessible by 
telephone, fax, mail, computer, the Internet, 
and automated teller machines. Members 

can speak to a member service specialist by 
phone 24 hours a day, seven days a week.

The launch of Citizens Bank not only 
provided Canadians w ith a new western- 

based choice for financial service delivery, 

but it also provided the opportunity to take 
the VanCity standard of quality service, 
product innovation, and corporate social 

responsibility to a national stage. An example 
of the bank’s commitment to corporate social 

responsibility is the Shared Interest Fund, 
which receives a 10-cent contribution every 

time a member uses the Citizens Bank Shared 
Interest™ VISA* card. The bank also makes 

contributions to the Shared Interest Fund 
throughout the year, which am ount to one 
dollar for every $1000 on deposit. Through 

this fund, members have a real say in the 
way the bank contributes to Canadian 

communities. Each fall, members nominate 
the non-profit groups they believe should 

benefit from the Shared Interest Fund, and 
then have an opportunity to vote on the 
distribution of the fund.

In its first year, Citizens Bank operated in  a 
highly competitive and rapidly changing 

marketplace. The bank’s assets exceeded 
expectations while the number of new 

members grew more slowly than anticipated. 
The bank’s Vancouver-based advertising 

launch in  September was very successful, 
and Citizens Bank aims to build on that 
momentum.

Consolidated assets for Citizens Bank 
and the former Citizens Trust increased by 

33% to $802 million in 1997, up from 
$605 million in 1996. During the bank’s

™  C itizens B a n k  Shared Interest V ISA  is a  tradem ark o f  
C itizens B ank o f  Canada.

* VanCity, L icensee o f  M arks.



SHARED
SUCCESS

S h a r i n g  p r o f i t s  

w i t h  o u r  m e m b e r s

VanCity's Senior M a n ag em en t

LEFT TO RIGHT, FRONT ROW:
Ron Clark, Kathy Stevenson, 
Susan Konopacki, Bob Quart; 
BACK ROW: Rolf Baumbusch, 
Jeffrey Moore, Larry Wald, 
Jeremy Hooper

LEFTTO RIGHT: Barry Fenton, 
Chris Dobrzanski, Karen Currie, 
Lydia Johnson, Alan Wong, 
Archie Mullan

LEFTTO RIGHT: Ian Warner, 
Garry Smith, Lela Grierson, 
Linda Crompton, John Iseli, 
Bruce Higgs

m m .
■ H e

VanCity Shares 
Its Success

VanCity’s 1997 Shared 

Success Program  distrib

u ted  $7.4 million o f 

VanCity's earn ings to  

m em b ers in th e  form  of:

• A 5% d iv id en d  on  

m e m b e rsh ip  sha res

■ A 2% b o n u s  on  

d e p o s it  in terest 

paid  by VanCity

• A 1% re b a te  on  loan 

in te re s t pa id  by 

m em b ers.

In ad d itio n , d iv id en d s of 

$1.2 m illion w ere  p a id  in 

1997 o n  VanCity 

In v estm en t Shares. 

T hank you for your 

p a tro n ag e!



VanCity's S en ior M a n ag em en t

Surrey Food Bank 
Community Garden

O n e  o f fo u r  r e c ip ie n ts  

o f  th e  1997  V anC ity 

EnviroFund aw ards, th e  

Surrey Food Bank helps 

low -incom e p e o p le  learn 

to  w ork  co-operative ly  

w hile g row ing  organ ic  

food  for th e ir  ow n  use. 

The $17,000 EnviroFund 

g ra n t will b e  u sed  to  

c o n so lid a te  m an y  sm all 

g a rd e n s  a t  a cen tra l site  

in tim e  fo r p lan tin g .

LEFTTO RIGHT: Connie Beaque, 
Keith Tongue, John DeRose, 
Cindy Siesling, Chris Catliff

LEFTTO RIGHT: George Scott, 
Richard Wafer,
Dale McClanaghan, 
Tazeem Nathoo,
David Williamson

C itizens Bank's 
Senior M a n ag em en t

LEFTTO RIGHT, FRONT ROW:
Cyndi Poynter, Linda Crompton, 
Cindy Siesling, Jerry King;
BACK ROW: Rolf Baumbusch, 
Adine Mees, Ian Warner,
Chris Catliff



initial year, Citizens Bank realized a lower 
than expected loss from operations of $8.5 
million, resulting in a $4.5 million decrease 

in VanCity’s 1997 consolidated earnings 
from operations to $30.6 million from $35.1 
million in 1996. Though the consolidated 

earnings from operations decreased, I am 

pleased to report the credit union’s 
unconsolidated earnings from operations 

increased in 1997 to $39.1 million from 
1996’s figure of $35.3 million.

After income taxes, VanCity’s consolidated 
net earnings were $17.2 million compared 
w ith $20.6 million during 1996, due to the 

net loss from Citizens Bank of $5.9 million, 

w hich was lower than anticipated. 
Unconsolidated net earnings for the credit 
union increased in 1997 to $23.1 million up 

from $21.7 million in 1996.

VanCity experienced positive growth in 1997, 
despite the competitive climate. By year-end 

1997, VanCity’s consolidated asset base grew 
to $5.6 billion, a substantial rise from $4.8 

billion in 1996.

Contributing to this growth was the credit 
union’s acquisition of Teacher Savings 

Credit Union. In early 1997, VanCity was 
approached by representatives from Teacher 

Savings to amalgamate the two local credit 
unions. In June, Teacher Savings members 

voted in  favour of the acquisition, which 
was finalized by October. These members 

now have access to an expanded array of 
products and services through VanCity such

E A R N I N G S  F R O M  O P E R A T I O N S
( M I L L I O N S  O F  D O L L A R S )
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as TeleService, VanCity Direct PC banking, 
brokerage services, discretionary investment 

management services, retirement 
counselling, and trust services.

The acquisition brought 15,000 members* 
$215 million in assets, four Vancouver 

branches, and one Victoria branch into the 
VanCity family. The five new branches make 

up the Teacher Savings Division of VanCity, 
while two members of the former Teacher 

Savings Board of Directors now serve as 
directors on the Board for VanCity Credit 

Union. Teacher Savings also brought with it 
products specifically designed for the 

teachers market. VanCity members can now 
choose a 10-month mortgage option or 

open a Summer Savings Account.

O ther initiatives, as outlined below, helped 
fortify VanCity’s position in the m arket and 

strengthen the community

Relationship Building
As part of VanCity’s comm itment to 
providing quality member service, our 

relationship building initiative continued 

to be a top priority. In 1997, VanCity 
continued to focus on solidifying member 

relationships by anticipating members’ 
needs and helping them reach their 

financial goals.

To support the relationship building 

initiative, 1997 also saw the expansion of 

specialist services such as Credential 
Securities investm ent services; the 
im plem entation of software and computer 

systems to assist branch staff in 
anticipating member requirements; and the 

strengthening of hum an resource support 
structures to ensure staff have the right 
skills and are recognized for their 
achievements. Implementing technological 

enhancem ents, developing staff skills, and 
improving business processes ultimately 

allow our staff to serve members in  the 
most effective, efficient way.

Research from the branches that have 
already moved to the relationship 
building service delivery model indicates 

that service levels have improved and 
member satisfaction has increased.

Co-operative 
Auto Network

O rgan izers o f th e  Co

o p e ra tiv e  A uto N etw ork 

(CAN) believe  car- 

sh a rin g  m ay b e  th e  

p e rfe c t veh icle  for 

im prov ing  air quality  in 

G reater V ancouver an d  

th e  Lower Fraser Valley. 

CAN will u se  th e  $20,000 

EnviroFund g ra n t to  

recru it m em b ers  w h o  

will p u rch ase  a $500 

re fu n d a b le  m em b ersh ip  

an d  pay  a m o n th ly  

ad m in istra tio n  fee  an d  

m o d e s t t im e  an d  d is

ta n c e  c h a rg es  to  share 

a car with o thers in 

th e ir  com m unity .

*  13,371 unduplicated members.
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VanCity's Branch M a n ag em en t
LEFT TO RIGHT, FRONT ROW:
Grace Wong, Lydia Johnson, 
Joyce Chong; MIDDLE ROW: 
Debbie Lee, Elizabeth Seniowski, 
Al Campbell; BACK ROW: Neil 
Brown, Phelan Jung, Carlos 
Calao, Mary Powell

M usqueam 
Indian Band

In p artn ersh ip  w ith th e  

David Suzuki Foundation, 

th e  M usqueam  Indian 

Band will use  a $20,000 

EnviroFund g ra n t to  

resto re  wild C oho and  

Chum  stocks an d  p ro tec t 

th e  w a te rsh e d  o f 

M usqueam  Creek in 

V ancouver from  fu rth er 

devastation .T his p ro jec t 

will also co n tr ib u te  to  

s treng then ing  th e  cultural 

an d  spiritual trad itions of 

th e  M usqueam  people.

LEFTTO RIGHT, FRONT ROW: 
Archie Mullan, David McClure, 

John Davies, Cliff Monteith, 
BACK ROW: Greg Duncan, 

Bob Craig

LEFTTO RIGHT, FRONT ROW:
Keith Tongue, Vanita Dennis, 
Graham McCready; MIDDLE ROW: 
Ken Fuller, Charleen Dunn, Ann 
Lund; BACK ROW: Ben Letkeman 
Jodh Dhaliwal, Debbie Bywater, 
Tom Hancock

LEFTTO RIGHT, FRONT ROW: 
Elaine Kennedy, Deborah 

Culham, Lucienne Lehman; 
MIDDLE ROW: Jim Scoular, John  

DeRose, Margaret Gardiner, 
Mary Pattison; 

BACK ROW: Colin Lake, 
M oham ed Ladak, 

Gerry Freeman, 
Harbans Kandola
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VanCity will continue to measure member 
satisfaction with our new approach to 

member service and implement whatever 
changes are necessary to ensure quality 

service. During 1998, all branches and 
head office divisions will take the 

necessary steps to fully implement 
VanCity’s relationship building strategy.

VanCity's Social Audit
Another historic initiative undertaken in 

1997 was VanCity’s first social audit. The 
audit, w hich is externally-verified and will 
be made public, is the first of its kind in 
Canada. In keeping w ith its comm itment to 

the co-operative principle of democracy, 
VanCity consulted during this audit cycle 

with four key stakeholder groups: members, 

staff, community organizations, and other 
credit unions. Their perspectives and 
concerns will be incorporated into the 1997 

Social Audit Report. The external social 

auditors conducted an extensive verification 
process in order to express an opinion as to 

the quality of the process and the accuracy 
of the report summarizing VanCity’s social 

and environmental performance.

VanCity sees social auditing as a learning 
process, and the approach has been to 
increase the organization’s accountability to 
members and our stakeholders, and further 
improve our performance. The credit union 

intends to extend the stakeholder 
consultation process further in future years. 

Also, I hope that VanCity’s social auditing 
efforts will encourage other companies to 
measure, understand, be accountable for, 

and ultimately improve their social and 
environmental performance. Both the 

highlights from the social audit and the 
complete report will be available in June. 
There is an order form on the inside front 
cover of this annual report.

Regional Development Initiative
In 1997, research and preliminary 

development work were undertaken 
towards the creation of a regional 
development subsidiary, patterned after the 

innovative South Shore Bank of Chicago 
and other community economic

development organizations. The preliminary 

work uncovered some worthwhile findings 
and partnership opportunities which will be 
explored more fully in 1998.

Through the regional development 

subsidiary, VanCity hopes to be the stimulus 
for the creation of new jobs w ithin the 
Lower Mainland and Fraser Valley while 

simultaneously diversifying the credit 
union’s portfolio.

Nineteen ninety-seven has been a 

challenging but rewarding year. O ur new 

strategic initiatives —  Citizens Bank, 
relationship building, and regional 

development —  will keep us in the 
forefront of the financial services industry, 

central to the development of the Lower 
Mainland as a vital place to live, and 

im portant to the financial security of our 
members and their families.

For making this possible while continuing 

to provide the quality financial services and 
products our members have come to expect, 

VanCity staff and everyone at VanCity’s 
subsidiaries and affiliates deserve special 
recognition for their tireless dedication to 

this vision. I also wish to recognize our CEO, 

Bob Quart, and my colleagues on the Board 
for their leadership and guidance in driving 

the VanCity group of companies forward in 
a climate of rapid change. And, on behalf of 
everyone in the organization, 1 thank you, 

our members, for your continued patronage 
and support.

W atershed Alliance of 
Chilliwack

A 1997 EnviroFund g ra n t 

o f  $20,000 will en ab le  

th e  W atershed  A lliance 

of Chilliwack to  es tab lish  

a citizen-based monitoring 

an d  stew ardship  p rogram  

th a t  will h e lp  e n su re  

th a t  en v iro n m en ta l laws 

a re  follow ed.

7



B o a r d  O f D i r e c t o r s '  R e p o r t

VanCity Book Prize

B.C. au th o r Gail A nderson- 

D argatz  w o n  th e  1997 

VanCity Book Prize for 

h er first novel,

A Cure fo r Death by 

Ligh tn ing . Jhe  $4,000 

prize, sp o n so re d  by 

VanCity, th e  V ancouver 

Public Library, B.C. 

M inistry o f W om en's 

Equality, an d  B.C. 

BookW orld m agazine , 

is B.C/s la rg est literary 

aw ard .T h e  w inner 

d e s ig n a te s  $1,000 to  a 

favourite  charity.

In 1997, VanCity’s reinvestment in the local 
community totalled $1,714,000 or nearly 10 

per cent of consolidated net earnings, after 
income taxes and distributions to members. 
The information below details how this 
money was distributed.

VanCity's Community Partnerships
VanCity’s Community Donations and 

Partnership programs were combined in 
1997. To receive funding, all programs or 

projects had to have a local focus, 
comm unity participation, an education 

component, and had to be carried out 

through a not-for-profit organization.
Projects were also selected based on their 

support of the three guiding principles: social 
justice, ecological responsibility, and 

economic self-reliance. In 1997, projects and 
programs also focused on youth issues, water 

issues, financial literacy, and the promotion 

of grassroots advocacy. In total, $850,000 
was distributed through Community 
Partnerships and the Citizens Bank 

Community Involvement Program.

VanCity Community Foundation
Operating at arm’s length from the credit 

union, the Foundation assists non-profit 
organizations in the areas of affordable 

housing, employment development, and 
non-profit enterprise. To continue their 

work, $775,000 was donated to the 
Foundation in 1997 by VanCity.

EnviroFund
Since 1992, local organizations have 
delivered imaginative, practical solutions 
to environmental issues w ith the help of 

VanCity EnviroFund™  grants. This year, 
$77,000 in total was awarded to four groups 
to aid in their ongoing work of building 

sustainable communities. VanCity

1 9 9 7  C O M M U N I T Y  S U P P O R T _________

VanCity C om m unity Foundation  $ 775,000

VanCity C om m unity P artnersh ips $ 850,000+

C ontribution  to  EnviroFund $ 58,000++

Citizens Bank Shared  In terest Fund $ 31,000*

Total $ 1,714,000

t  Includes distributions to Citizens Bank Community 
Involvement Program.

t t  $77,000 was awarded, $58,000 was contributed to the 
EnviroFund in 1997 from VanCity EnviroFund VISA revenues.

* Fund launched in September 1997; includes $6,000 in 
donations m ade prior to the Fund's inception.

EnviroFund VISA cardholders help the fund 
grow every time they use their VanCity 

EnviroFund VISA card, since the grants are 
funded by EnviroFund VISA revenues. In 

1997, $58,000 was contributed to the 
EnviroFund through VanCity EnviroFund 

VISA revenues.

This year, VanCity brought VISA card 

administration and receivables in-house, 
which enabled VanCity to launch its three 
new VISA cards in September. In addition 
to the EnviroFund VISA card, cardholders 
have the opportunity to earn and redeem 

airline travel points w ith Canada 3000 by 
using the VanCity Travel and Gold VISA cards.

VanCity also supports the community 

by broadening access to credit, building 
affordable housing, and offering 
technical support.

VanCity's Alternative Lending Programs
*■ Self-Reliance Loans: VanCity extended 76 

self-reliance loans, representing $918,804, 
to entrepreneurs operating or starting a 

small business to create self-employment. 
Lending decisions are based on character 

and credit history rather than collateral. 
Many applicants are referred to VanCity 

through four organizations: Douglas 
College; Western Economic 

Diversification Canada; Westcoast 

Community Enterprises, a pre-business 
training program targeting those on social 
assistance; and the Greater Vancouver 

Venture Centre, a pre-business training 
centre for youth.

► Women’s Enterprise Society o f B.C. :
Through VanCity’s partnership with the 

W omen’s Enterprise Society of B.C., the 
society provides assistance w ith business 

planning and advises on funding new 
businesses or expanding existing 

enterprises for women.

» communi-K: At the end of 1996, VanCity 
took over the operation of peer lending 
group communi-K (formerly Calmeadow 

West) to offer lending for entrepreneurs 
who don’t have access to traditional 

means of credit. Participants form a peer

™  VanC ity EnviroFund is a tradem ark o f  Vancouver C ity  
Savings Credit Union.



VanCity's D irectors
-  CLOCKWISE FROM LEFT: Shirley Chan, 
Gregory McDade, Bruce Ralston,
Elain Duvall, Sylvia Pritchard, Essop Mia, 
Francesca Zum pano

group of at least three individuals who 
then vouch for each other’s character, 

commitment, and capacity to repay a 
loan. In turn, the peer group provides 
m utual support and business advice, and 

exchanges leads and networking 
opportunities. Under the terms of this 
lending program, if one participant in 

a peer group is delinquent, no further 

credit is available to that group until the 
situation is remedied. In 1997, 84 loans 
were disbursed, totalling $130,880. The 

repayment rate was 96.5%.

Enterprising Non-Profits Program
In 1997, VanCity joined w ith the VanCity 
Community Foundation, the United Way of 
the Lower Mainland, the Vancouver 
Foundation, and the McConnell 

Foundation to create the Enterprising Non- 
Profits Program. The program will help 

non-profit organizations develop the skills 
to initiate business enterprises that will 

raise money to support their not-for-profit 
activities. VanCity has agreed to contribute 
$30,000 a year during 1997 and 1998.

VanCity Enterprises Ltd.
During 1997, VanCity Enterprises Ltd., 
VanCity’s socially responsible real estate 
development arm, continued to play a key 

role in co-ordinating the fund-raising and 
building of VanCity Place for Youth. VanCity 
Place will provide job skill development, 
education, counselling, and referrals for

* LEFTTO RIGHT: Janice Laidlaw,
Reva Dexter, Jack Allard, Coro Strandberg

street-involved youth. In addition, 50 units 

of affordable housing will be available for low 
income residents of downtown Vancouver. 

Construction of VanCity Place is expected 
to be completed in the spring of 1998.

VanCity's Community Commitment
VanCity’s commitment to the local 
comm unity extends beyond funding. In 

many cases, VanCity staff play an active role 
in supporting community projects and 
initiatives. One of the best examples of 

their action is the VanCity Place for Youth 
project. This project originated with staff 

who wanted to support street-involved 
youth w ith funds raised through the annual 
fund-raising campaign. Although the fund 

raiser for VanCity Place for Youth officially 
took place in August and September, staff 

continued their fund-raising activities 
throughout the year w ith bake sales, 

raffles, and used book sales. W hen the 
final numbers were tallied at year’s end, 

$140,000 had been raised, bringing the 
three-year campaign total to $460,000.

Operating Results
In 1997, for the second consecutive year, 
VanCity operated in a declining interest rate 

environment which was again reflected in 
the growth patterns of the balance sheet. 
Members favoured longer term borrowings
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to assure themselves of lower mortgage costs 

and avoided locking their deposit funds into 
low investment rates for the long term, 

instead favouring short-term deposit options. 
As a result of the interest rate climate, 
deposit growth did not keep pace with the 

increase in loan growth and VanCity required 
increased borrowings in the form of loans 

payable to fund this deposit shortfall.

At year end, consolidated assets stood at 
$5.6 billion, representing growth of $788 
million or 16.4% for 1997. This compares 

with consolidated asset growth of $434 
million, or 10.0%, achieved during 1996. 

Asset growth for 1997 includes: assets of 
$215 million acquired from Teacher Savings 

Credit Union; VISA receivables of $51 
million; an increase in asset growth from 

Citizens Bank and Trust of $197 million; 
and the growth in loans at the credit union 

of $420 million which is offset by $146 

million of mortgage-backed securities sales.

Consolidated deposits grew in 1997 by 
$606 million or 14.9% compared with $263 

million in 1996, or 6.9%. Consolidated 

deposit growth for 1997 is comprised of:
$208 million from the acquisition of Teacher 
Savings Credit Union; $185 million from 

Citizens Bank and Trust; and growth at the 
credit union of $213 million.

Net interest income exceeded $140 million, 
representing a $22 million increase over
1996. The increase in the charge for 

impairment of loans is due mainly to the 

inclusion of VISA receivables in the asset 
base. Loans on which accrual of interest has 
been discontinued have increased by $7.1 
million to $28.6 million. Other income of 
$32.8 million includes fee income and is

C A P I T A L
( M I L L I O N S  O F  D O L L A R S )

% o f  Tot al
Ri sk-Adjust ed

attributed mainly to VanCity’s participation in 
the local commercial lending and residential 
markets, and earnings from mutual funds, 
insurance fees, and foreign exchange.

Operating expenses increased $30.7 million 
over 1996 due to start-up costs of several 

strategic initiatives including the launch of 
Citizens Bank of Canada, continued 
emphasis on computer research and 

development to support VanCity’s aim of 
delivering excellent member service, and 

the addition of a traditional VanCity 
community branch in Abbotsford to better 
serve our membership.

Consolidated earnings from operations for 
1997 are $30.6 million compared with the 

1996 earnings total of $35.1 million. The credit 
union’s earnings from operations increased by 

$3.8 million to $39.1 million in 1997, while 
Citizens Bank of Canada incurred a planned 

loss from operations in its first year of $8.5 
million due to promotion and other start-up 

costs. Consolidated earnings from operations 
expressed as a percentage of average total assets 

were 0.60% for 1997, lower than the 0.76% 
achieved in 1996. This reduced return was 

anticipated in VanCity’s 1996 annual report.

Net earnings for 1997, after income taxes, 

were $17.2 million compared w ith $20.6 
million for 1996.

Conservative accounting policies ensured a 

very strong balance sheet for 1997. These 
factors, when combined with VanCity’s 

continued investment in technology position 
VanCity favourably to compete in the financial 
marketplace, provide cost-effective quality 
service to our members, and contribute to 
the quality of life in our communities.

D E P O S I T S  A N D  L O A N S ____________________
( M I L L I O N S  O F  D O L L A R S )
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R e v i e w  o f O p e r a t i o n s

For the fifth  consecutive year, VanCity is 
presenting this section of the report based on 
the measurement by objectives model. This 
model represents VanCity’s objectives, based 
on VanCity’s 1997 business plan, the actions 
that were implemented to meet the objectives, 
and the results or performance.

I f the 1997 objective is not carried through to 
1998, this may indicate that the initiative has 
been completed in 1997 or that the objective is 
an ongoing one. Only new objectives from  
VanCity’s 1998 business plan are recorded as 
1998 objectives.

The measurement by objectives model was 
selected to ensure the report is accountable, 
verifiable, credible, and comprehensive.

MEMBERS SECTION

PRODUCTS AND SERVICES

► 1997 Objective
Introduce two enhancements of VanCity 
Direct PC banking software, including an 
Internet version, to support member 
requirements.

Performance
Developed and im plemented new versions 
of VanCity Direct to include new features 
such as: transfers between members’ 
accounts; improved RRSP transfer and 
purchasing capability; ability for members 
to change their own security codes and 
customize account names; and the option 
to export statem ent items. An Internet 
version was developed and tested for 
launch in 1998.

1998 Objective
Release two more enhancements to 
VanCity Direct, providing users with 
access to the Internet, m utual fund 
information, VISA account information, 
insurance products, and personal financial 
management software.

► 1997 Objective
Introduce programs and learning options to 
staff to develop leadership qualities and 
improve service delivery.

Performance
Designed a series of management development 
and assessm ent program s to fast-track the 
training of future VanCity managers.

1998 Objective
Identify and further develop a supply of qualified 
candidates for fu ture m anagem ent roles.

► 1997 Objective
Increase consolidated deposits by 11.7%. 
This aggressive target is required to support 
lending growth.

Performance
Increased consolidated deposits by 14.9%.

► 1997 Objective
Meet members’ needs for brokerage 
services through the addition of four 
more investment advisors.

Performance
Hired four additional investm ent advisors.

► 1997 Objective
Develop the support and infrastructure 
to achieve seamless service delivery 
to members.

Performance
Expanded computer systems to support 
new software and tested a process for 
referrals to specialist services. Also tested 
strategies to define member needs and 
implemented hum an resource support 
systems. Innovative, cost-effective tools to 
build staff skills, such as computer-based 
learning, are now in place.

1998 Objective
Pilot centralized loans administration; 
complete centralized member service 
administration; begin centralization of 
business loans administration to improve

C O N S O L I D A T E D  D E P O S I T  G H O  W T H
P E R  C E N T  I N C R E A S E
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2 4 - H O U R  S E R V I C E  L I N E
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member service; and automate 
reconciliation systems to improve the 
processing of trust accounts.

► 1997 Objective
Achieve $50 million in sales of the Family 
of Ethical Funds.

Performance
Sold $107 million in Family of Ethical 
Funds, assisted by strong market 
conditions.

► 1997 Objective
Increase commercial loan portfolio by 16% 
and continue loan diversification.

Performance
Increased commercial mortgage loan 
portfolio by 24%.

► 1997 Objective
Hire one more business development 
manager to m eet demand for VanCity’s 
mobile loan, deposit, and business services. 

Performance
Hired additional business development 
manager to meet demand for business loans.

► 1997 Objective
Implement dem and account enhancements 
to the membership. Enhancements will 
also allow work on the proposed electronic 
banking package to be finalized.

Performance
Implemented enhancements to demand 
accounts by simplifying the num ber of 
accounts, simplifying service fees, and 
removing fees on all Exchange Automated 
Teller Machines (ATMs). Electronic banking 
package was delayed due to the allocation 
of staff resources to other business plan 
initiatives.

1998 Objective
Implement further enhancements to 
demand accounts by developing a new 
electronic service package and premium 
service package.

► 1997 Objective
Install a second ATM at five more VanCity 
branches and two additional non-branch 
locations to improve service.

Performance
Installed a second ATM at five branch 
locations and an additional ATM at

( V O L U M E  O F  C A L L S )

1994 848,600

1995 1,322,625

1996 1,527,685

1997 1.858.462

1998 2,350,000 (projected)

T E L E S E R V I C E
( V O L U M E  O F  C A L L S )

1994 928,680

1995 943,998

1996 1,051,492

1997 1,087,807

1998 1,140,000 (projected)

Granville Island. VanCity ATMs were also 
added on two BC Ferries vessels.

1998 Objective
Further expand ATM network at non
branch locations.

► 1997 Objective
Implement upgraded 24-Hour Service Line. 

Performance
Tested and im plemented the new version, 
allowing for a higher volume of incoming 
calls and offering new features such as 
additional account information and 
statement options.

► 1997 Objective
Continue testing VISA smart card technology 
and add the capability to load and reload 
cash value onto the card. The VISA smart 
card carries a cash value which helps 
eliminate the need to carry small change.

Performance
Continued testing the existing smart card 
pilot program throughout 1997. Reload 
capability was tested for inclusion in 
VanCity Direct, and VanCity began 
discussions for extending the trials with 
potential partners.

► 1997 Objective
Provide Merchant VISA terminals to serve 
VanCity’s small business members.

V A N C I T Y  D I R E C T ______________________________
( N U M B E R  O F  U S E R S )

1995 8,479*

1996 17,669

1997 32,063

’ VanCi ty D irect PC a n d  TV w e r e  l a u n ch e d  in Ju ly  1995.  VanCity D irect 
Busines s w a s  l a u n ch e d  in O c t o b e r  1995.



Performance
Introduced VanCity’s Merchant VISA 
system to business members. Terminals 
are now available.

Other 1997 Products and Services 
Objectives

► Launch VanCity’s own VISA card and 
introduce specific programs to build 
member loyalty. (VanCity’s VISA card 
administration was previously provided 
by the CIBC.)

Performance
Introduced new VanCity EnviroFund, 
Travel, and Gold VISA cards in September
1997. VanCity formed an alliance with 
Canada 3000 to offer airline points to 
Travel and Gold VISA cardholders.

► Promote accessibility and broader 
member access to VanCity’s services. 

Performance
Reached 100% of VanCity Direct PC 
banking accessibility target. Bill payments 
on the 24-Hour Service Line also 
increased 22% during the year.

► Conduct quality of service research to 
assess the delivery of seamless service to 
members through the relationship 
building strategy.

Performance
Completed quality of service survey of 
branches involved w ith VanCity’s 
relationship building strategy. 
Recommendations and follow-up issues 
were incorporated into 1998 plans.

1998 Objective
Conduct quality of service research to 
support the branches’ transition to the 
relationship building model by evaluating 
nine quality of service factors.

► Enhance loan and deposit product array 
to better serve members.

Performance
Enhanced loan and deposit products, 
including: increasing the ATM network, 
converting a number of promotional 
products to permanent status, introducing 
a new index-linked term deposit and products 
from the former Teacher Savings Credit 
Union, offering a home security package for

new and renewing mortgages, offering 
double-up mortgage payment options, and 
introducing four- and 10-year mortgage 
terms.

1998 Objectives
Introduce greater product customization 
and flexibility to address members’ 
individual needs.

► Expand small business m arket products 
to better meet demand.

Performance
Expansion deferred pending completion 
of a strategic business plan. 
Implementation will occur in 1998.

1998 Objective
Introduce four business Financial Service 
Advisors to serve the business market.

► Implement a communication program to 
support the relationship building strategy 
that will facilitate staff involvement, 
understanding, and support.

Performance
Held discussions w ith branch staff. An 
interactive, on-line information system 
for staff was finalized and will be 
launched in early 1998.

Other 1998 Products and Services 
Objectives

► Create a program to m onitor members’ 
service experience, improving problem 
resolution and responsiveness.

► Develop a predictive sales model to 
support increased utilization of product 
combinations and expansion of 
relationships.

► Design a system to manage and measure 
the effectiveness of communications in 
building and maintaining member 
relationships.

► Introduce Personal Identification Number 
(PIN) pads in  all branches to enable 
members to use their PINs for over-the- 
counter transactions, for greater security.

► Implement enhancements to VanCity’s web
site to allow for increased technological 
capacity and user-friendliness.

► Introduce an investment product linked 
to a residential mortgage to provide 
members w ith greater product array.
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Community 
Launch for VanCity 
Place For Youth
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stree t-invo lved  y ou th . In 

ad d itio n , 50 un its  o f 
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b e  available for D ow n

to w n  Eastside residents.

► Analyze business members to identify 
opportunities for product and service 
expansion and improved delivery 
processes.

► Develop and implement a marketing plan 
to better meet the financial needs of 
school teachers.

► Introduce a comprehensive financial 
planning service to assist members in 
meeting their financial goals.

► Develop a strategy for subsidiaries to support 
the establishment and leverage of the 
VanCity brand, to increase membership.

► Develop a long-term plan for the utilization 
of capital to ensure efficient use and availability 
to meet business objectives, providing members 
w ith additional financial security.

► Develop and implement print materials 
that reflect VanCity’s customized product 
options tailored to meet members’ 
specific needs.

► Identify process improvements, re
engineer processes, and develop internal 
service partnerships to better focus on 
serving members.

► Develop an outline on how to best utilize 
existing and future computer databases to 
incorporate growing member relationships, 
which will provide staff with key knowledge 
to best meet the member’s financial needs.

► Review two head office divisions to identify 
opportunities to automate, re-engineer and 
redeploy staff for the member’s benefit.

► Refine VanCity’s new member program to 
support the relationship building delivery 
model, improve consolidation of member 
relationships, and increase retention of 
members.

► Review opportunities to automate document 
management workflow to improve efficiencies 
and redeploy staff for member benefit.

BRANCH DEVELOPMENT

► 1997 Objective
Open Abbotsford Community Branch and
two in-store branches.

Performance
Opened Abbotsford Community Branch in
February. In-store branch openings were
postponed pending leasing arrangements.

1998 Objective
Expand the VanCity branch network by 
opening a VanCity comm unity branch in 
Mission and two in-store branches.

► 1997 Objective
Develop a branch design approach to deliver 
products and services that expand member 
relationships to support branches in 
transition to the relationship building model.

Performance
The approach was expanded to determine 
how and when specialist services are 
delivered through branches. The final report 
will be delivered in 1998.

1998 Objective
Develop a branch layout design that 
supports the seamless service delivery 
model and provides financial advice and 
specialists services. Implement the new 
design in 12 branches.

Other 1998 Branch Development 
Objectives

► Relocate four branches to improve 
service.

TECHNOLOGY

Many of the technology projects for 1997 were 
deferred to 1998 as resources were required to 
convert the former Teacher Savings Credit 
Union (TSCU) database and integrate it with 
VanCity’s system. VanCity acquired TSCU in 
October 1997.

► 1997 Objective
Pilot VanCity’s new lending process.
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Performance
Postponed pilot to early 1998.

1998 Objective
Launch the Integrated Loans Management 
Module to improve personal and business 
loans processing and to provide enhanced data- 
gathering for relationship building purposes.

► 1997 Objective
Complete RRIF conversion (from a different 
database) and include RRIF account 
information on member statements. 

Performance
Completed conversion. Member statements 
now contain RRIF information.

► 1997 Objective
Purchase a Marketing Customer Infor
mation File (MCIF) system and build a 
database to facilitate the development of 
customized financial solutions.

Performance
Completed the database design. Elements 
of the MCIF software system have been 
purchased and installed, w ith completion 
expected in 1998.

1998 Objective
Complete full implem entation of MCIF 
system.

► 1997 Objective
Introduce four new VISION 2020 modules 
to support seamless service delivery 
through the relationship building strategy. 
(VISION 2020 is a com puter system that 
assists staff in  identifying members’ 
financial requirements and suggests 
products and services to meet those needs.) 

Performance
Due to revised organizational priorities, 
rescheduled the new VISION 2020 modules 
for implementation in 1998.

1998 Objective
Integrate enhancements to the VISION 
2020 system to provide staff w ith tools to 
build member relationships and provide 
seamless service.

► 1997 Objective
Continue development and complete 
integration of financial planning software 
into VISION 2020.

Performance
Following the 1996 prototype work, 
several final requirements were identified 
and software products were selected. 
Software will be used in the 1998 RRSP 
season to assist members w ith RRSP 
selections.

1998 Objective
Integrate financial planning module into 
the VISION 2020 system to allow financial 
service advisors (FSAs) to provide members 
with future investment options.

Other 1997 Technology Objectives

► Develop and test video-conferencing as a 
method of providing specialist services to 
branch members.

Performance
Started video-conferencing trials and have 
extended them to 1998.

1998 Objective
Implement video-conferencing for trust 
and insurance products and evaluate 
member acceptance.

► Upgrade TeleService computers to improve 
level and speed of member service. 

Performance
Completed upgrades.

► Develop a member-profiling tool to better 
assess the relationship building needs of 
members.
Performance
Designed an initial version for 
implementation in 1998.

► Develop support structures required to 
empower front line staff to implement 
customized pricing for members and a 
management system for tracking data. 

Performance
Installed transfer-pricing hardware and 
software and completed a training video. 
These tools were utilized at three 
branches during 1997.

► Build computer architecture to provide 
the capacity for future applications such 
as video delivery and improved 
communications between mainframe and 
remote locations.

New Society Publishers

Ju d ith  a n d  Chris Plant, 

o w n ers  o f New Society 
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G abriola Island, B.C., w on 

an  Ethics in Action 

Award in 1997.

Sales q u a d ru p le d  a fte r  

th e  sm all B.C. b ased  

c o m p a n y  b o u g h t o u t 

its A m erican co rp o ra te  

p a ren t, an d  sp read  th e ir  

successfu l p h ilo so p h y  -  

to  p ub lish  on ly  books 

th a t  focus on  su s ta in 

ab ility  an d  all its 

political, ecological, 

social a n d  eco n o m ic  

asp ec ts .
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The Interior Design 
Institute of B.C.

The In terior D esign 

In stitu te  o f B.C. w o n  a 

1997 Ethics in Action 

Award for p u ttin g  th e  

n e e d s  o f W eeks H ouse, 

a d rop -in  c e n tre  for 

p e o p le  w ith  life- 

th re a te n in g  d ise ases  in 

V ancouver's W est End, 

a h e a d  o f  its ow n. 

M em bers o f  th e  in stitu te  

d e c o ra te d  W eeks H ouse, 

a h e r ita g e  stru c tu re , as a 

v o lu n tee r  effort.

Performance
Upgraded existing internal computer 
network for additional capacity and to 
include the former Teacher Savings Credit 
Union database.

► Review and develop improvements to a 
wide range of administrative functions 
including cheque-signature verification, 
returned-items processing, overdraft 
processes, card-services automation, and 
autom ation of the Canadian Trust 
Accounting and Funds Administration 
(CTAS) computer systems.

Performance
Completed conversion upgrade to CTAS. 
Computer imaging for cheque-signature 
verification will continue in 1998. 
Completed initial programming for 
retum ed-item  review. Overdraft processes 
have been centralized. Work continues on 
streamlining the cash-reconciliation 
process.

1998 Objective
Introduce imaging to improve processing 
of mutual fund transactions.

► Introduce cheque imaging to replace 
returned cheques in members’ statements.

Performance
Purchased initial hardware and software 
in 1997. Implementation was delayed as 
VanCity is participating in a jo in t cheque- 
imaging system w ith Credit Union 
Central of B.C.

1998 Objective
Review imaging of members’ cheques and 
signature cards for process and efficiency 
improvements.

►Automate VanCity’s purchasing systems 
to improve purchasing and payment 
processing and to increase efficiencies.

Performance
Acquired an automated purchasing 
software system.

1998 Objective
Implement the automated purchasing 
system to reduce ordering time, improve 
efficiency, and simplify workflow.

► Implement a risk-assessment project to 
identify significant business risks faced by 
VanCity.

Performance
Accepted consultant’s proposal. The 
project will begin in  early 1998.

1998 Objective
Complete risk assessment of VanCity and 
subsidiaries.

Other 1998 Technology Objectives

► Develop options to enhance member 
service through new and improved use of 
technology.

STAFF SECTION________________

► 1997 Objective
Develop a career-transition centre to 
support staff in  identifying their 
competencies, skill sets, and opportunities 
for career advancement and development.

Performance
Implemented career development 
workshops, tools, and resources to support 
staff in their professional development.

1998 Objective
Enhance the career-transition process for 
employees whose roles will change 
significantly.

► 1997 Objective
Expand VanCity’s Learning Centre to 
provide improved management of 
information resources and build on 
VanCity’s knowledge base.

Performance
Staff use of VanCity’s Learning Centre more 
than doubled in 1997 over 1996.

► 1997 Objective
Continue the development and 
implementation of a competency-based 
system linking recruitment, training, and 
performance management.

Performance
Developed and introduced a competency- 
based hum an resource system which 
includes recruitment, performance 
partnerships, training and development, 
and compensation.

1998 Objective
Align performance management, 
compensation, and recruitment with 
competencies.
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Other 1997 Staff Objectives

► Implement the skills-based training 
required to develop staff knowledge and 
skills to provide members with 
sophisticated financial advice and ensure 
the correct specialist referral.

Performance
Delivered a wide variety of financial skills 
courses for all levels of branch staff; 
created peer-learning networks; and 
introduced mentoring and case studies to 
help staff integrate formal learning with 
on-the-job learning and application of 
VanCity-specific tools, products, and 
procedures. Managers and staff worked 
together to identify skills required, 
assess individual needs, and develop 
performance planning at the branches 
for 1998.

1998 Objective
Integrate training and education with 
work experience to ensure staff develop 
the broad range of knowledge required 
for the Financial Services Advisor (FSA) role.

► Increase the effectiveness of how staff are 
trained and reduce staff training costs by 
introducing computer-based training 
programs in  50% of VanCity’s 38 
branches.

Performance
Installed 17 in-branch learning centres 
equipped with on-line courses, video, 
audio, and printed developmental 
resources applicable to the skill needs of 
branch positions. Created a Learning 
Resource Guide that links VanCity training 
tools to specific job skills, to assist staff in 
identifying training options to meet 
personal developmental needs.

1998 Objective
Complete the installation of computer- 
based training at branches to provide 
flexible and accessible learning options 
for staff.

► Complete the first phase of compensation 
redesign at the relationship building pilot 
branches, then apply it throughout the 
organization.

Performance
Developed and communicated a 
competency-based compensation system

to staff at pilot branches. Full 
implementation will occur in 1998.

► Redesign the performance management 
system to support the skills, results and 
competencies required for the 
relationship building initiative. 

Performance
Implemented the new performance 
partnership system, w hich integrates 
competencies and supports corporate, 
team, and individual results.

► Implement a change management 
program to support the organizational 
transition required to move to the 
seamless service delivery model of 
relationship building.

Performance
Formed a network of change specialists to 
work with branch managers to successfully 
resolve potential barriers to change.

1998 Objective
Sustain the organizational structures and 
management skills that support change 
management practices as part of the 
relationship building transition plan.

Other 1998 Staff Objectives

► Develop the competencies of managers to 
lead and sustain relationship building.

► Develop an organizational 
communication strategy to improve 
communication among staff.

COMMUNITY SECTION________

► 1997 Objective
Create two work internships for First 
Nations students.

Performance
Completed internship w ith one member of 
the First Nations community who has since 
been offered a perm anent position at 
VanCity.

► 1997 Objective
Expand the self-reliance loans (SRL) 
program to include a youth loans product 
and a youth technical assistance program. 

Performance
Enhanced the SRL program w ith a loan-loss 
reserve contract with Western Economic

Youth Environmental 
Service Awards

On Earth Day, th re e  

indiv iduals an d  th re e  

g ro u p s  w ere  h o n o u red  

w ith a 1997 VanCity Youth 

E nvironm ental Service 

Award for positive co n 

tr ib u tio n s  to  th e  env iron

m ental well-being o f  our 

com m u n ities . Individuals 

recog n ized  w ere  A rdee 

Berschim insky,A nna 

K athleen A lexander 

(p ictured), an d  Alinda 

Patsch. G roups reco g 

nized  w ere  K.B. 

W oodw ard  E lem entary  

School, W alnut Grove 

S econ d ary  School 

E nvironm ental Club, an d  

Langley Environm ental 

Partners Society.
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International Credit 
Union Forum

D eleg a tes from  cred it 

u n io n s a ro u n d  th e  

w orld m e t in V ancouver 

in 1997 for th e  

In ternational C redit 

U nion Forum .T he e v e n t 

w as sp o n so re d  by th e  

W orld Council o f  C redit 

U nions a n d  h o s te d  by 

th e  Credit Union Centrals 

o f C anada an d  B.C.

Diversification Canada. The program was 
targeted to youth through a partnership 
w ith Greater Vancouver Venture Centre 
Youth Entrepreneur Program. Entered into a 
partnership w ith Westcoast Community 
Enterprises and the Greater Vancouver 
Venture Centre to deliver technical 
assistance to young entrepreneurs.

Other 1997 Community Objectives

► Develop a business case assessment for 
the VanCity Regional Development 
Corporation (RDC) and implement two 
partnership/investment ventures. 

Performance
Approved the business plan. Partnership 
investments were approved with Planned 
Lifetime Advocacy Network (PLAN), the 
Surrey Delta Immigrant Services Society the 
Co-operative Auto Network, and the New 
Westminster Community Skills Centre.

► Initiate the first steps in the development 
of an effective corporate social 
responsibility (CSR) management system 
by reviewing VanCity’s current system 
and identifying weaknesses.

Performance
Reviewed VanCity’s CSR management 
system as part of the social audit process. 
Findings were incorporated into 1998 
CSR plans.

► Implement a social audit process that will 
develop CSR indicators and then 
measure, evaluate, and report on 
VanCity’s CSR efforts through VanCity’s
1997 annual report.

Performance
Engaged the New Economics Foundation 
as external social auditor and carried out 
VanCity’s first externally-verified social 
audit. Developed VanCity’s CSR indicators 
in consultation w ith key stakeholders: 
staff, comm unity groups, members, and 
credit unions. Gathered relevant data, and 
compiled findings into VanCity’s first social 
audit report which will be available, separate 
from the annual report, in  June 1998.

1998 Objective
Publish VanCity’s first social audit. 
Implement a social audit communication 
plan to inform staff and members.

► Develop and implement relationship 
screens to guide relationships w ith loan 
recipients and suppliers.

Performance
Drafted an environmental loans policy. 
Completed a first draft of an ethical 
purchasing policy and identified next steps.

► Research technical assistance services to 
provide technical assistance to socially 
and environmentally responsible 
companies and not-for-profits 
(community agencies).

Performance
Completed technical research. Findings 
were used to develop an alternative 
lending program and non-profit strategy

► Research, assess, and develop 
recommendations for a venture capital 
fund to support the development of socially 
and environmentally responsible business. 

Performance
Completed research. Recommendations 
are under review.

► Continue the not-for-profit enterprise 
pilot program that provides technical 
assistance to increase financial stability of 
not-for-profit organizations.

Performance
Ten not-for-profits were identified that met 
screening criteria. Participants are 
completing business plans. An external 
evaluation will continue through 1998.

1998 Objective
Complete not-for-profit enterprise pilot 
program in partnership w ith the VanCity 
Community Foundation, the United Way, 
the Vancouver Foundation, and the 
McConnell Foundation.

► Operate and integrate communi-K peer 
lending group program for micro
enterprises that do not qualify for 
conventional financing (former 
Calmeadow West Program).

Performance
Successfully piloted communi-K within 
the VanCity system and enhanced 
communi-K’s identity in the community 
as a new VanCity product.



1998 Objective
Integrate self-reliance loans and 
communi-K lending programs within a 
broader alternative lending program to 
achieve co-operation and cost efficiencies.

► Participate in organizing and developing 
the International Credit Union Forum for 
the World Council of Credit Unions 
(WOCCU) in Vancouver.

Performance
Participated in the Credit Union Forum 
by making VanCity staff and director 
presentations, and actively developing 
and organizing various sessions.

► Develop and lead WOCCU workshop on 
social audits for credit unions. 

Performance
VanCity, Metro (Toronto), and 
Alternatives Federal (Ithaca NY) credit 
unions shared experiences and 
perspectives on social auditing in  a 
Vancouver workshop.

Other 1998 Community Objectives

► Develop and deliver products and services 
to non-profits by packaging existing 
products and services; develop a technical 
assistance program and identify the 
delivery strategy.

► Develop an accessibility strategy and 
financial literacy program for 
disadvantaged individuals and groups.

► Host the third International Social Audit 
Conference in Vancouver during the fall 
of 1998.

► Expand the corporate social 
responsibility section of VanCity’s 
website.

► Implement ethical purchasing policy and 
environmental loans policy to ensure 
practices are consistent with 
organizational goals.

VANCITY INSURANCE 
SERVICES LTD.

The insurance company is a wholly owned 
subsidiary o f VanCity Credit Union.

Bruce Higgs, Acting President

► 1997 Objective
Complete development w ork and launch 
VanCity-exclusive homeowners, tenants, 
and condominium insurance policies by the 
fourth quarter, 1997.

Performance
Development w ork continued through the 
fourth quarter in  1997.

► 1997 Objective
Further expand delivery options to include 
greater telephone access, access to travel 
insurance rates and products on VanCity 
Direct, and access to insurance information 
via VanCity’s website on the Internet. 

Performance
Travel insurance is now available through 
VanCity Direct and the VanCity website.
An insurance call centre was launched to 
provide members w ith expanded service 
hours. An insurance website is being tested 
and preliminary work has been completed 
for a tele-video pilot to deliver insurance 
services to more branches.

1998 Objective
Continue to expand the services provided 
by the call centre, launch the website, and 
continue the tele-video service pilot.

Other Objectives

► Increase accessibility of life insurance and 
related products by offering life insurance 
products in  all VanCity Insurance 
branches, as well as through telephone- 
based distribution.

Heart and Soil

S helagh  Sm ith, a ce rti

fied  lan d scap e  gard en er, 

ru n s a  sm all bu sin ess 

called  H eart a n d  Soil 

H orticultural T herapy  

a n d  is a rec ip ien t o f a 

pee r-a ss is ted  loan from  

com m uni-K .This o rg an i

za tio n  specializes in 

loans to  e n tre p re n e u rs  

w h o  m ig h t n o t qualify  

for trad itio n a l so u rces of 

b u sin e ss cred it. Peer- 

assis ted  lend ing  p ro 

g ram s a re  b ased  on  th e  

p rem ise  th a t  hard w o rk 

ing p e o p le  can  be  

c o u n te d  o n  to  invest 

sm all a m o u n ts  wisely 

a n d  rep ay  th e ir  d e b ts  in 

a tim ely  m anner.
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Dr. Peter AIDS Centre
N am ed for Dr. P eter 

Je p so n -Y o u n g .th e  

V ancouver physician 

w h o se  w eekly  a p p e a r 

an ces  o n  CBC-TV gav e  

C anadians a clearer 

u n d e rs ta n d in g  o f AIDS, 

th e  Dr. P eter AIDS 

C en tre  w elco m ed  c lien ts 

to  its n ew  d ay -cen tre  

for HIV p a tie n ts  in 

M arch, in te m p o ra ry  

q u a r te rs  n e a r  St. Paul's 

H ospital in V ancouver. 

D ale M cC lanaghan, 

P resid en t a n d  CEO of 

VanCity Enterprises, 

(centre) v o lu n tee red  

his t im e  to  w ork  on 

site  se lec tio n  for th e  

cen tre 's  se co n d  p hase , 

a 2 0 -b ed  hosp ice.

Performance
Licensed one agent for life insurance sales 
in 12 of VanCity’s 18 insurance offices.

► Re-engineer the insurance-buying process 
to integrate functions that are duplicated 
by the agent and insurer.

Performance
A proposal was developed.

Other 1998 Objectives

► Expand the non-retail distribution of 
products through direct mail and the 
Internet site.

► Reorganize how life insurance products 
are distributed and processed.

► Complete insurance service centre 
operations, moving all of the processing 
and half of the policy servicing out of the 
branches to improve member service.

► Complete integration of the former Teacher 
Savings Credit U nion insurance offices 
w ith VanCity to standardize operations.

VANCITY ENTERPRISES LTD.

VanCity Enterprises Ltd. is a wholly owned 
subsidiary of VanCity Credit Union that serves 
as its real estate development arm. The mandate 
o f VanCity Enterprises Ltd. is to provide 
affordable housing through innovative 
development strategies, often involving 
partnerships with community, government, 
and private-sector groups.

Dale McClanaghan, President 
and Chief Executive Officer

► 1997 Objective
Finish building VanCity Place for Youth, 
located in the 300-block of West Pender, in 
Vancouver. The project will provide 30 self- 
contained subsidized housing units for 
residents of the Downtown Eastside in 
Vancouver. A ground-level facility will also 
provide employment counselling and skills 
training for youth.

Performance
Selection of the housing operator is 
underway. Construction on the project will 
be completed in spring 1998.

1998 Objective
Assist in the start up of VanCity Place 
for Youth.

► 1997 Objective
Finish construction of the Simon project, 
Westside lofts located at Oak Street and West 
22nd Avenue, in Vancouver. The project is 
targeted at first-time home buyers. 

Performance
Occupancy is scheduled for March 1998. 

1998 Objective
Complete construction and realize income 
on Simon project.

► 1997 Objective
Develop a business plan for a one-acre 
property on Edmonds Street in Burnaby 

Performance
Developed a plan for the site. A process to 
remove contaminated soil on the site was 
completed.

1998 Objective
Develop the Edmonds site as social housing.

► 1997 Objective
Monitor VanCity Enterprises’ investment in 
The Edge project, located at Alexander 
Street and Gore Avenue, in Vancouver. The 
development will provide 123 artist live/work 
studios and one floor of light industrial space. 

Performance
Sold 60% of the 123 m arket units in  a pre
sales campaign.

1998 Objective
Complete the sale of market units and 
continue to m onitor investment in The 
Edge project.

► 1997 Objective
Initiate two additional community housing 
projects.

Performance
Investigated a proposal from the Vancouver 
Peretz Institute to redevelop existing lands 
in  the heart of Oakridge in Vancouver. 
VanCity Enterprises Ltd. was selected for 
a partnership w ith the City of Vancouver 
in a development of 16 row homes in the 
Cedar Cottage area in Vancouver.



Other 1998 Objectives

► Seek out opportunities for public/private 
housing initiatives that promote 
affordability.

► Originate an additional social housing 
project.

► Originate an additional market project.

► Purchase land with rezoning potential.

CITIZENS BANK OF CANADA

(formerly Citizens Trust)
Citizens Bank of Canada was created on January 
20,1997 when the Superintendent of Financial 
Institutions approved VanCity’s application to 
convert the existing Citizens Trust to Citizens 
Bank of Canada. Simultaneously, the 
Superintendent granted approval for a new trust 
charter, and a new Citizens Trust Company was 
formed which is wholly-owned by Citizens Bank.

Linda Crompton, President 
and  Chief Executive Officer

As Canada’s first branchless bank, Citizens 
Bank has established an unique identity in the 
Canadian banking arena. The bank pledges to 
provide friendly, efficient, 24-hour-a-day 
service, better rates than those posted by the 
big five banks, and makes social responsibility 
a cornerstone of all its operations. In its first 
year, the bank created a telephone service 
centre, opened a Toronto field office, and 
launched new products and services including 
the Shared Interest Deposit and the Shared 
Interest VISA. Initial marketing attention for  
the bank was focused on the Toronto and 
Vancouver markets. In addition, the bank 
maintained and enhanced the core services of 
Citizens Trust. Citizens Bank is the only bank 
in Canada that is owned by a credit union.

► 1997 Objective
Effect a sm ooth transition to becoming 
both a trust company and a bank w ith a 
cohesive structure and culture.

Performance
The bank launched its service centre in 
January 1997. Systems integration, product 
development, training, and marketing were 
focused to support the new virtual banking 
operation and the delivery of efficient, 
friendly service. New staff who were 
recruited and trained included member 
service specialists, marketing professionals, 
hum an relations specialists, and research 
analysts. Communications programs for 
staff, the public, and the media were 
developed to convey the details of the 
transition and to introduce the new bank. 
This included specialized messages for the 
existing trust clients. Targeted advertising 
and publicity campaigns were designed to 
establish the brand and attract members. 

1998 Objective
Refine and develop new products and 
services currently in demand by our 
members and prospective members.

► 1997 Objective
Continue to implement innovative business 
technologies and ensure ongoing 
development of comprehensive computer 
systems in all areas of the company’s 
operations.

Performance
The Citizens Bank technology platform was 
modeled on VanCity’s successful platform. 
The bank introduced Citizens PC Direct 
home banking and created a website. 
Significant member business was generated 
through the Internet including applications 
for membership and loans.

1998 Objective
Enhance member service and business 
processes through the use of web browser 
computer software. Continue analysis and 
adaptation of information systems in 
preparation for the year 2000.

► 1997 Objective
Continue to develop strong relations with 
independent brokers in British Columbia, 
Alberta, Saskatchewan, Manitoba, and 
Ontario.

Performance
Agent deposits met and exceeded 
performance objectives.

1998 Objective
Establish new agent relationships.

H abitat for Humanity

H abita t fo r H um anity, 

an  in te rn a tio n a l n o n 

p rofit o rgan iza tion , 

te a m e d  u p  w ith  o th e r  

g ro u p s  to  c o m p le te  its 

first V ancouver p ro jec t 

in 1997, a 29-un it 

residen tia l build ing  on  

C om m ercial Drive in 

V ancouver. F ourteen  of 

th e  un its  w ere  sold a t  no  

profit to  fam ilies w ho  

e a rn e d  "sw eat equ ity" 

by p u ttin g  in a t  least 

500 h o u rs o f  v o lu n tee r  

labour.T he VanCity 

C om m unity  F oundation  

d o n a te d  $7,500 to  

d ev e lo p  a m odel for 

bu ild ing  n o n -m ark e t 

h o u sin g  in p laces w h ere  

land is costly.
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Creative Credit for 
Firefighters

A VanCity loan  p ro g ram , 

ta ilo red  to  th e  n e e d s  o f 

p ro sp ec tiv e  firefighters, 

he lp s recru its c o m p le te  

th e ir  tra in ing .

W ith th e  p rog ram , 

w hich  offers an  u n se 

cu red  line o f c red it for 

u p  to  $15,000 a t a 

red u ced  in te re s t ra te  

fo r six m o n th s, p re 

qualified  c a n d id a te s  

no  lo n g er have  to  w ait 

for financing  in o rd e r  

to  b eg in  train ing .

► 1997 Objective
Increase quality assets of the company in 
the loans area by $260 million. Increase and 
diversify the asset base outside the Lower 
Mainland and maintain a quality portfolio 
to keep delinquency rates below the 2% 
target rate.

Performance
The bank expanded its residential mortgage 
lending into the metropolitan Toronto and 
Calgary areas. High quality mortgages 
totalling $300 million were underwritten.
The loans portfolio grew $136.7 million with 
a year-end balance of $690.5 million. Loan 
delinquency rates were maintained at levels 
well below the 2% target rate. At the end of 
the year, the delinquency rate was 1.26%.

1998 Objective
Continue to diversify the asset base of the 
bank w ith further expansion of lending.

► 1997 Objective
Develop and implement employee-driven 
programs that support concepts of a learning 
organization and corporate social 
responsibility Enhance learning processes and 
provide additional career development options.

Performance
With the advent of the new bank, 
recruitment and training of member service 
specialists for the service centre became a 
priority. The bank’s training program 
provided an intensive, five-week, customized 
orientation with a focus on sales techniques, 
systems knowledge, self-awareness, and 
corporate social responsibility In addition, 
ongoing training was provided to support 
new systems, products, and services. 
Employee-development activities focused on 
the areas of corporate social responsibility 
social events, and wellness.

1998 Objective
Develop and nurture core corporate values. 
Continue to develop employee involvement 
around a 24-hour-a-day, seven-day-a-week 
service centre operation including the 
integration of the principles of a learning 
organization, w ork and family balance, and 
two-way employee communication.

► 1997 Objective
Continue to develop staff training and 
encourage participation in corporate social 
responsibility (CSR) initiatives. Develop

programs and policies in support of Citizens 
Bank’s commitment to CSR.

Performance
Corporate social responsibility and creativity 
training modules were developed for the 
orientation program. Both specialized and 
general CSR workshops were delivered.
CSR topics were developed for the website 
and the employee newsletter. The Shared 
Interest VISA and a member-driven donations 
program were launched. The Amnesty 
International/Canadian section Urgent Action 
Network was included on the bank’s website. 
A baseline social audit report was completed.

1998 Objective
Expand the corporate social responsibility 
product line; develop and improve employee 
CSR knowledge; create a membership 
development program and further integrate 
CSR into all areas of the company.

Other 1998 Objectives

► Enhance convenience banking at Citizens 
Bank including improved account opening, 
easy transfer of banking transactions from 
competitors to Citizens Bank, and more 
deposit-taking alternatives including 
greater access to ATMs.

OLIVER & MOORE 
ASSOCIATES LTD.______________

In 1995, VanCity purchased Oliver & Moore 
Associates Ltd. This wholly owned subsidiary 
allows VanCity to stay competitive in an ever- 
increasingly complex investment environment. 
Oliver & Moore Associates Ltd. provides 
professional discretionary investment 
management services to members, foundations, 
societies, and unions.The firm  is registered with 
the British Columbia Securities Commission as 
Investment Counsellors and Portfolio 
Managers. Investments carried out on behalf of 
clients are subject to ethical and socially 
responsible screening.

Jeffrey Moore, President



► 1997 Objective
Continue to develop the profile of Oliver 
&  Moore Associates Ltd. as well as increase 
investment management service business. 

Performance
Forged strong bonds and relationships with 
VanCity’s branch network. Additional 
business development initiatives helped 
bring about growth in 1997 of 26%.

► 1997 Objective
Restructure the subsidiary to align most 
effectively with the VanCity group of 
companies.

Performance
Incorporated changes in  staffing, 
marketing, and technical systems.

VANCITY COMMUNITY 
FOUNDATION

The VanCity Community Foundation (VCF) 
was established in 1989 with a $1-million 
donation from VanCity. Assets currently 
exceed $5.5 million. Guided by an 
independent Board, the Foundation operates 
at arm’s length from VanCity. Earnings from  
the Foundation’s permanent endowment 
support charitable organizations in 
employment development, non-profit 
enterprise, and affordable housing.

Since 1989, the Foundation has contributed 
$900,000 in grants, $1 million in loans, and 
$270,000 in technical assistance to the 
community. VCF has helped generate 
$1,050,000 to create VanCity Place for Youth.

David Driscoll, Executive Director 

Programs
The Foundation supports non-profit 
organizations through grants, community 
development lending, and technical 
assistance. The following represent some of 
VCF’s community activity:

127 Housing Society: The society provides 
low-income people with affordable housing 
in Vancouver’s downtown area. W ith a 
grant from the Foundation, the 127 
Housing Society set up a tenant-run grocery 
store which provides staple goods to 
tenants at the society’s three facilities.

PL A N : The Foundation’s partnership with 
Planned Lifetime Advocacy Network 
(PLAN) assisted in the publication of the 
self-help book Safe and Secure, designed for 
parents of special needs adult children to 
prepare for their family’s future. PLAN 
continues to build on its successes and was 
the recipient of the BC Association of 
Broadcaster’s Humanity Award, resulting in 
about $4 million in free advertising.

United W e Can: Located in the Downtown 
Eastside of Vancouver, the recycling depot 
supports people who earn income by 
collecting discarded botdes and cans.
United We Can helped build community 
support for legislation to include most 
beverage containers in the deposit recycling 
program, thereby increasing income for 
poor people and reducing the 
environmental impact of throw-away 
containers.

Elizabeth Fry Society: A  Foundation grant 
created new housing for women leaving 
prison. The initiative enabled the women to 
return to the community and live w ith their 
children.

In 1997, the Foundation also assisted: Option 
Youth Society (Picasso Cafe), Sanctuary 
Foundation, CUSO, Ishtar Transition Society, 
Tradeworks, Better Environmentally Sound 
Transportation, Community Land Trust, Poco 
Dots Daycare Society, Vancouver East Cultural 
Centre, and SPARC.

Named Funds
The Foundation currently manages nine 
perm anent endowments totalling $90,000. 
These funds consist of money donated by 
members of the community. Only the 
income earned on the funds is disbursed to 
causes named by the donor.

Wellspring Food Store

W ith assistance  from  a 

$10,000 VanCity 

C om m unity  F oundation  

g ran t, staff a n d  residen ts 

o f  T he W ellspring , an  

affo rdab le  housing  c o m 

plex in Vancouver's 

D ow ntow n S outh  area, 

c rea ted  an  in -house 

sto re  s tocked  w ith cans 

a n d  d ry  goods.

R esidents, w h o  are 

m ainly sing le  m en  living 

alone, can  now  p urchase  

groceries a t affordable  

prices, stre tch ing  th e ir  

social assistance  

c h e q u e s  further.
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F i n a n c i a l  R e v i e w

TABLE 1

RISK-ADJUSTED ASSETS
(thousands of dollars)

Balance S heet or 
C ontract A m ount

D educt
Subsidiaries

Credit Union 
A m ounts

Credit Equivalent 
A m ount

Principle Risk 
W eight

Risk-Adjusted Balance 
1997 1996

On-balance sheet assets
Cash and deposits with Credit Union 

Central of B.C. $ 372,745 $ 5,117 $ 367,628 0% $ $

Securities issued or guaranteed by Canada, 
provinces, or municipalities 177,739 33,324 144,415 0% — — |

O ther securities 80,735 40,735 40,000 20% 8,000 -

Loans insured or guaranteed by Canada, 
provinces, or municipalities 998,909 67,933 930,976 0% —

Mortgages 2,567,152 563,819 2,003,333 50% 1,001,667 876,633

Mortgages exceeding 75% of 
fair market value 182,613 0 182,613 100% 182,613 152,632

Personal loans 410,128 4,609 405,519 80% 324,415 218,883

Commercial loans 671,134 78,915 592,219 100% 592,219 465,364

Investment in other corporations - (30,546) 30,546 0% - -

Other assets 129,385 (5,301) 134,686 100% 134,686 114,214

$ 5,590,540 $ 758,605 54,831,935 2,243,600 1,827,726

Off-balance sheet financial instruments
Guarantees and standby letters of credit $ 13,798 $ 6,071 100% 6,071 6,146

Derivatives 831,775 23,046 20% 4,609 4,037

Total risk-adjusted assets $2,254,280 $1,837,909

CAPITAL RATIOS 1997 1996 1995 1994 1993

Capital Components

Membership shares and accrued dividends thereon

Investment shares

Retained earnings

Deferred income taxes

Less: Capital requirements of subsidiary

$ 33,951 

23,474 

203,295 

(1,550) 

(30,546)

$ 29,184 

21,502 

186,087 

(2,278) 

(23,927)

$ 25,698 

20,662 

165,479 

(2,852) 

(22,527)

$ 21,813 

19,200 

144,178 

(3,229) 

(23,466)

$ 18,9831 

18,711 

122,971 

(L319| 

(18,330)

VanCity group capital 

Proportion of system capital

228,624

23,364

210,568

18,798

186,460

16,034

158,496

14,321

I
141,016

12,736

Total capital $ 251,988 $ 229,366 $ 202,494 $ 172,817 $ 153.7#

Total risk-adjusted assets $2,254,280 $ 1,837,909 $ 1,561,686 $1,475,409 $ 1,405,163

Capital ratio 11.2% 12.4% 13.0% 11.7% 10.9*
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TABLE 3

EARNINGS HIGHLIGHTS 1997 1996 1995 1994 1993
(% o f average assets) % % % % %

Net interest income 2.75 2.55 2.68 2.56 2.74
Charge for impairment of loans 0.10 0.08 0.07 0.08 0.09

26 5 2.47 2.61 2 4 8 2.65
Other income 0.64 0.60 0.62 0.65 0.55

3 2 9 3.07 3.23 3.13 3.20
Operating expenses 

Salaries and employee benefits 1.33 1 .2 1 1.20 1.16 1.14
Occupancy and equipment 0.37 0.35 0.35 0.28 0.38
General operating 0.99 0.75 0.77 0 8 3 0.74

2 6 9 2.31 2.32 2.27 2.26

Earnings from operations 0.60 0.76 0.91 0.86 0.94
Distributions and other items 0.18 0.18 0 2 4 0.15 (0.14)
Income taxes 0.08 0.13 0.17 0.19 0.24

Net earnings -  return on assets 0.34 0 4 5 0.50 0.52 0.84

Net earnings ($ thousands) $ 17,208 $ 20,608 $ 21,301 $ 21,207 $ 30,220
Average assets ($ thousands) $5,112,619 $ 4,631,941 $ 4,259,824 $4,047,848 $ 3,591,707

Introduction
This review consists of financial 
information provided in tabular form with 

management’s commentary. It supplements 

the data provided in the audited financial 
statements of VanCity. This commentary 
refers to notes to the consolidated financial 

statements and the tables presented here. 
Unless otherwise specified, all information 

is consolidated data of VanCity and its 

subsidiaries.

Capital Ratio
Government regulations set the m inim um  
risk-adjusted capital ratios which financial 

institutions must maintain. Details of assets 
by risk-rated category and their relative 

risk-adjusted balance are shown in TABLE 1. 
This table also shows the off-balance sheet 

financial instrum ents and the weighting 

applied to each.

TABLE 2 details the major components of 
VanCity’s Capital and the resulting Capital 
Ratio. The required minim um capital ratio

for VanCity is 8% of the risk-adjusted assets 
total. The ratio at year end stood at a 
healthy 11.2%. However, current 

regulations of the Financial Institutions Act 

require all capital invested in  a bank be 
excluded from the calculation; on this basis 

the statutory capital ratio is 10.4%.

Several factors have influenced the capital 

ratio over the last five years. These include 
increased investment by members in 
m ember and investment shares and the 

retention of earnings. The ratio is also 
affected by changes in asset balances and 

the change in  asset mix; 1997 was 
particularly impacted by the acquisition of 

Teacher Savings Credit Union and the 
growth in commercial and personal loans 
which have a higher risk weighting.

VanCity follows a conservative policy of 
insuring high ratio mortgages to remove 

the related credit risk. Insured loans bear a 
zero risk weighting and, therefore, enhance 

the capital ratio.

Interest Rate Sensitivity
VanCity’s main source of income is its net 

interest income which can be explained as 
the difference between interest earned on 
assets and interest paid on liabilities. The 

activities of financial institutions are 
susceptible to changes in interest rates. 

W hen asset and liability terms differ, this 
occurrence is commonly called the 
mismatch.

Analysis of interest rate sensitivity is 
necessary so VanCity can mitigate at least 

part of this asset and liability mismatch 
risk. Financial instrum ents or derivatives 

are used for this purpose. Note 10 to the 
consolidated financial statements analyzes 
the balance sheet as to its term sensitivity at 

year end. The maturity stream of loans is 
adjusted for expected prepayments. The 

mismatch is then managed by off-balance 
sheet derivative contracts which are 

summarized in note 11 to the consolidated 
financial statements.
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TABLE 4

NET INTEREST INCOME 1997 1996 1995 1994 1993
(thousands o f dollars)

Interest income
Residential mortgages $ 241,718 $ 257,406 $ 251,109 $ 236,941 $ 221,110
Commercial mortgages 23,350 17,411 16,613 16,582 16,793
O ther loans 57,385 54,498 62,486 47,242 3 8 /7 9
Cash and securities 20,451 21,874 29,556 18,517 19,804

342,904 351,189 359,764 319,282 295,986
Interest expense

T-Bill accounts 1,501 3,783 6 /9 9 4,700 4,547
Chequing 689 1,183 1,507 1,220 1,003
Savings 6,992 8,624 9,743 6,084 5,695
Term, including government, deposits 94,131 109,278 122,156 91,796 80,095
Retirement plans 69,030 83,076 85,763 64,213 6 6 /9 7
Debentures and loans 27,187 24,519 24,156 33,002 29,874
O ther financing costs (income) 2,706 2,701 (4,467) 14,400 10,230

202,236 233,164 245,657 215,415 197,841

Net interest income $ 140,668 $ 118,025 $ 114,107 $ 103,867 $ 98,145

1997 vs 1996 1996 vs 1995
ANALYSIS OF CHANGES IN NET INTEREST INCOME
(thousands o f dollars)

Increase (decrease) Increase (decrease)
d u e  to  changes  in d u e  to  changes  in

Average A verage Net Average Average Net
Volume Rate C hange Volume Rate C hange

Assets
Residential mortgages $ 7,191 $ (22,879) $ (15,688) $ 25,168 $ (1 8 ,8 7 1 )$ 6,297
Commerical mortgages 9,064 (3,125) 5,939 4,577 (3,779) 798
O ther loans 12,271 (9 /8 4 ) 2,887 5,849 (13,837) (7,988)
Cash and securities 3 /2 9 (4,752) (1,423) (3,032) (4,650) (7,682)

Total interest income 31,855 (40,140) (8,285) 32,562 (41,137) (8,575)

Liabilities
Demand deposits (1,179) 5,587 4,408 (2,151) 6,610 4,459
Term, including government, deposits (13,160) 2 8 /0 7 15,147 (7 /4 4 ) 20,222 12,878
Registered plans (1,619) 15,665 14,046 (6,436) 9 /2 3 2,687
Debentures and loans (15,081) 12,413 (2,668) (5,848) 5,485 (363)

Total interest expense (31,039) 61,972 30,933 (21,779) 41,440 19,661

00 $ 21,832 22,648 $ 10,783 $ 303 11,086

O ther interest income (costs) (5) (7,168)

Change in  net interest income $ 22,643 $ 3,918



TABLE 6

OTHER INCOME 1997 1996 1995 1994 1993
(thousands of dollars)

Account service fees $ 7,354 $ 7,093 $ 6,532 $ 6,538 $ 6,089
Building rentals 475 610 483 301 715
Credit card fees 204 229 586 597 337
Foreign exchange 4,745 3,677 3,504 2,582 2,301
Insurance fees 5,270 4,608 3,907 2,651 981
Loan administration fees 2,892 2,656 2,952 3,985 3,784
Loan application fees 2,659 2,410 2,419 4,111 2,570
Safety deposit box rentals 775 755 753 708 678
Trust and management fees 6,229 3,869 2,683 2,404 1,283
Other 2,234 1,725 2,960 2,265 1,222

Total other income $ 32,837 $ 27,632 $ 26,779 $ 26,142 $ 19,960

Derivative Financial Instruments
Derivative financial instrum ents are 

financial contracts whose value is derived 
from the underlying asset or index, such 

as interest rates or foreign exchange rates. 
Derivatives allow financial institutions to 

identify, isolate, and manage separately the 
market risks in financial instruments for 
purposes of hedging, speculating, 

arbitraging price differences and adjusting 

portfolio risks.

VanCity uses derivatives to hedge business 

risk, for investment and to provide 
products, such as stock market index- 

linked deposits, to members. VanCity 
manages the use of derivatives through 
defined policies set by the Board and 
managed by an Asset/Liability Committee. 

Derivative financial instruments are 
summarized in note 11 to the consolidated 
financial statements by notional amounts, 
maturities, and fair market values.

W hen a contract has a positive fair market 
value it shows that the counterparty owes, 

and creates a credit risk for, the credit 
union. VanCity manages credit risk of 

derivative products by dealing with 
creditworthy counterparties which are 

reviewed regularly.

Earnings Highlights
A five-year summary of earnings is 

included in the financial highlights on the 

first page of this annual report. TABLE 3 
sets out the dollar earnings information as a 

percentage of average assets. This 
information identifies changes in earnings 

components independent of asset size. It 
also provides a measure to compare 

VanCity to other financial institutions. The 
corporate goal is to maintain m inim um  

earnings from operations at 0.65% of 
average assets in order to provide sufficient 
capital for asset growth and new strategic 

initiatives, such as Citizens Bank and new 

branch development. This corporate goal 
was achieved in  1997 when the first year 
cost of operations of Citizens Bank of 

Canada is excluded.

Net Interest Income
Interest income and interest expense 

segments of the earnings are summarized in 
TABLE 4. O ther interest income and costs 
include financial instrum ent income and 

costs, the cost of packaging and insuring 
mortgage-backed securities and gains on 

the sale of mortgage-backed securities.

Interest income is sensitive to changes in 
mix and volumes of assets and liabilities, 
and to interest rate fluctuations. TABLE 5 

analyzes the relative effect of these factors 
on VanCity’s net interest income for 1997 

and 1996.

Other Income
VanCity has not increased its general fee 
schedule for five years and, therefore, most 
recent growth in other income (TABLE 6) 
is volume related. Seven months of 1994 

and later years include income from the 
reacquired VanCity Insurance Services. The 

acquisition of Oliver &  Moore Associates 
Ltd. in 1995 and increased m utual fund 
administration income account for the 
1997 increase in  trust fees.

Operating Expenses
Operating Expenses (TABLE 7) were 
affected by the launch of Citizens Bank, the 
acquisition of Teacher Savings Credit Union 

and VanCity’s VISA receivables, and the 
expansion of the branch network. The cost 
of new branches is mainly felt in the first 
year as com puter costs, stationery, and 
prom otion costs are expended. Costs in 

the second year include a full year of salary 
and occupancy costs bu t these costs are 

partially offset by increased income.

General operating costs are influenced by 

VanCity’s aggressive information technology 
research and development program and the 
policy of writing off personal computer 

hardware and software in the year of 
acquisition.
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TABLE?

OPERATING EXPENSES 1997 1996 1995 1994 1993
(thousands of dollars)

Salaries and employee benefits
Salaries and wages $ 57,405 $ 47,882 $ 43,747 $ 40,327 $ 35,092
Benefits and training 10,858 8,104 7,391 6,461 6,000

68,263 55,986 51,138 46,788 41,092
Occupancy and equipment

Rent 5,912 5,410 6,529 5,049 5,246
Equipment 1,454 1,309 1,307 998 1,098
Maintenance and security 6,312 4,889 4,066 3,017 2,797
Amortization 5,413 4,612 2,925 2,316 4,535

19,091 16,220 14,827 11,380 13,676
General operating

B.C. Corporation Capital Tax 3,263 2,754 2,386 2,010 1,710
Communications and advertising 16,061 8,178 6,953 5,572 4,804
Computer 11,066 8,556 8,830 9,752 6,470
Credit Union Central of B.C. dues and assessment 923 902 905 898 935
Deposit insurance 2,725 2,602 2,435 3,015 2,542
Insurance 688 665 610 778 781
Meetings and travel 1,113 921 671 637 562
Postage 1,692 1,304 1,155 1,215 935
Professional services 4,716 2,324 2,460 1,935 1,853
Stationery 2,189 1,767 1,570 1,579 1,672
Telephone 2,966 2,110 1,854 1,467 1,466
Other 3,030 2,735 3,113 4,770 2,783

50,432 34,818 32,942 33,628 26,513

Total operating expenses $ 137,786 $ 107,024 $ 98,907 $ 91,796 $ 81,281

INCOME AND OTHER TAXES 1997 1996 1995 1994 1993
(thousands of dollars)
Income taxes $ 3,994 $ 6,037 $ 7,294 $ 7,776 $ 8,640
B.C. Corporation Capital Tax 3,263 2,754 2,386 2,010 1,710
Payroll taxes 2,907 2,470 2,305 2,073 1,764
Property taxes 1,287 1,156 572 471 479

Total income and other taxes $ 11,451 $ 12,417 $ 12,557 $ 12,330 $ 12,593



TABLE 9

DISTRIBUTIONS TO MEMBERS
(thousands o f dollars)

Dividends on membership shares 
Dividends on investment shares 
Patronage rebates

1997

2,043
1,269
5 J2 9

8,641

1996

1,701
1,597
4,537

7,835

1995

2,835
1,617
4,870

9,322

1994

1,848
1,506
1,826

5,180

1993

2,103
1,420

3,523

TABLE 10

OTHER INFORMATION  1997______________1996

(thousands o f  dollars) N um ber of
Employee Loans Rate Such Loans A m ount A m ount

Mortgages 4% -8 % 434 $ 36,951 $
Personal loans

Regular 5% 706 5,414
Computer 0% 165 269

$ 42,634 $ 39,159

Income and Other Taxes
Major taxes payable by VanCity are shown 
in TABLE 8. Taxes, such as GST and PST, 

are not recorded separately and are not 
included in the table. Effective in 1996, 

property taxes include those paid on rental 
properties that were previously included as 

rent expense. Income taxes are lower in 
1996 and 1997 due to the utilization of 

losses of a subsidiary.

Distributions to Members
Distributions to members, as shown in 

TABLE 9, have increased from 10% of 
earnings from operations in 1993 to a high 

of 28% in 1997.

Other Information
At December 31, 1997, outstanding loans 
to directors, officers, and employees of the 

credit union amounted to $78.4 million 
(1996 - $67.5 million). All such loans are 

within normal lending terms, except as 

detailed above.

The compensation of employees and 

officers of the credit union may include the 
benefit of loans granted at rates less than 

those available to other members. The 
aggregate of such loans at favourable rates, 
and the rate of interest at December 31, 

1997, is as shown in TABLE 10.

There were no loans to directors of the 
credit union at interest rates or terms and 
conditions different from those available to 

other members.
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C o n s o l i d a t e d  B a l a n c e  S h e e t

As a t  D e c e m b e r  3 1 ,1 9 9 7

N ote 1997 1996
(thousands of dollars)

ASSETS
CASH AND SECURITIES

Cash $ 38,098 $ 34,477
Deposits w ith financial institutions 379,831 313,306
Government and corporate securities 86,011 37,247

503,940 385,030
LOANS

Residential mortgages 3,571,922 3,273,594
Commercial mortgages 448,800 318,973
Consumer loans 744,821 541,510
Business loans 201,399 182,764
Allowance for impairment 4 (20,100) (16,974)

4,946,842 4,299,867
OTHER

Accrued interest receivable 20,501 17,977
Premises and equipment 5 53,855 49,808
O ther assets 6 65,402 49,947

139,758 117,732

$ 5,590,540 $ 4,802,629

LIABILITIES
DEPOSITS

Demand $ 822,601 $ 730,965 ;
Term 3,799,735 3,290,823
Shares 2,7 65,367 59,617 j

4,687,703 4,081,405
DEBENTURES AND LOANS PAYABLE

Demand loan with Credit Union Central of B.C. 194,000 86,000 I
Short-term loans payable 165,951 128,780 j
Debentures

7%, due August 1998 100,000 100,000 1
7 1/8%, due August 2001 100,000 100,000 1

559,951 414,780 1
OTHER LIABILITIES

Accrued interest and dividends payable 89,284 93,1130
Accounts payable and other accrued liabilities 50,307 27,2441

139,591 120,3570
MEMBERS’ EQUITY

RETAINED EARNINGS 203,295 186,087#

$ 5,590,540 $ 4,802,62^|J

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

Director ( Director

V a n c o u v e r  C i t y  S a v i n g s  C r e d i t  U n i o n
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C o n s o l i d a t e d  S t a t e m e n t  o f  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 t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,1 9 9 7

Note 1 9 9 7 1996
(thousands of dollars)

INTEREST INCOME
Loans $ 322,453 $ 329,315
Cash and securities 20,451 21,874

342,904 351,189

INTEREST EXPENSE
Deposits 172,343 205,944
Debentures and loans payable 27,187 24,519
Other 2,706 2,701

202,236 233,164

NET INTEREST INCOME 140,668 118,025
CHARGE FOR IMPAIRMENT OF LOANS 4 5,101 3,553

135,567 114,472

OTHER INCOME 32,837 27,632

NET INTEREST AND OTHER INCOME 168,404 142,104

OPERATING EXPENSES
Salaries and employee benefits 68,263 55,986
Occupancy and equipment 19,091 16,220
General operating 50,432 34,818

137,786 107,024

EARNINGS FROM OPERATIONS 30,618 35,080
DONATION TO VANCITY COMMUNITY FOUNDATION 775 600
DISTRIBUTIONS TO MEMBERS 8 8,641 7,835

EARNINGS BEFORE INCOME TAXES 2 1 , 2 0 2 26,645

PROVISION FOR INCOME TAXES 9 3,994 6,037

NET EARNINGS 17,208 20,608
RETAINED EARNINGS, beginning of year 186,087 165,479

RETAINED EARNINGS, end of year $ 203,295 $ 186,087

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

V a n c o u v e r  C i t y  S a v i n g s  C r e d i t  U n i o n
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— 1
C o n s o l i d a t e d  S t a t e m e n t  o f  C h a n g e s  i n

For th e  year ended  Decem ber 31,1997

F i n a n c i a l  P o s i t i o n

1997 1996
(thousands o f dollars)

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Net earnings $ 17,208 $ 20,608
Adjustments to determine cash flows from operating activities

Gain on sale of mortgage backed securities (5,399) (1,013)
Charge for impairment of loans 5,101 3,553
Amortization of premises and equipment 5,413 4,611
Other (213) (2,410)

22,108 25,349
Net change in other assets and liabilities used in  operations 8,306 (8,833) :

30,414 16,516 |

FINANCING ACTIVITIES
Demand and term deposits 600,348 258,736
Shares 3,730 4,757
Loans payable 145,171 214,780
Debenture issue — 100,000
Debenture repayment - (150,000)

731,469 428,273

CASH PROVIDED BY OPERATING AND FINANCING ACTIVITIES 781,883 444,789

INVESTING ACTIVITIES
Deposits with financial institutions (66,323) 50,918
Government and corporate securities (48,764) 14,382
Loans (942,930) (603,360) 1
Sale of mortgage backed securities 296,273 102,091
Premises and equipment (9,460) (5,022) 1
O ther assets (6,836) 1,034

CASH USED IN INVESTING ACTIVITIES (778,262) (439,957) j

INCREASE IN CASH 3,621 4,832

CASH, beginning of year 34,477 29,645 j

CASH, end of year $ 38,098 $ 34,477 j

The accompanying notes are an integral part o f these consolidated financial statements.
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N o t e s  t o  t h e  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

For t h e  y e a r  e n d e d  D e c e m b e r  3 1 ,1 9 9 7

Vancouver City Savings Credit U nion is incorporated under the Credit Union Incorporation Act of British Columbia and its operations are 
subject to the Financial Institutions Act of British Columbia. The credit union serves members principally in  the Greater Vancouver and 
surrounding areas. Citizens Bank of Canada and Citizens Trust Company, the principal subsidiaries of the credit union, are federally 
incorporated and serve customers across Canada.

1. SIGNIFICANT ACCOUNTING POLICIES____________________________________________________________________________________

These consolidated financial statements have been prepared in accordance with accounting principles generally accepted in Canada which 
require management to make estimates and assumptions that affect the reported am ounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported amounts of income and expenses during the 
reporting period. Actual results may differ from those estimates. The significant accounting policies used in  these consolidated financial 
statements are as follows:

(a) Principles of Consolidation
The consolidated financial statements include the accounts of the credit union and its subsidiaries, all of which are wholly 
owned (collectively referred to as “VanCity”). The active subsidiaries are Citizens Bank of Canada, Citizens Trust Company, 
VanCity Enterprises Ltd., VanCity Insurance Services Ltd., Oliver &  Moore Associates Ltd., and VanCity Investment Services Ltd.

(b) Deposits with Financial Institutions
Deposits with Credit Union Central of B.C. and chartered banks are recorded at cost. Interest income is recorded on an accrual basis.

(c) Securities
Investments in government and corporate securities are carried at cost. Interest income is recorded on an accrual basis and gains 
and losses are taken into earnings when realized.

(d) Loans
Loans are carried at the principal am ount less an allowance for impairment. Interest income is recorded on an accrual basis except 
when a loan is considered to be impaired. Interest income on impaired loans is recognized on a cash basis bu t only after any 
specific provision for impairment or partial write-off has been recovered, and provided that there is no further doubt as to the 
collectability of the principal amount.

Impaired Loans
Loans are generally considered to be impaired at the earlier of when, in the opinion of management, there is reasonable doubt 
regarding the timely collection of the full am ount of principal and interest, or w hen interest is 90 days past due. Impaired loans 
are carried at their estimated realizable am ounts determined by discounting the expected future cash flows at the interest rates 
inherent in the loans. W hen the amounts of future cash flows cannot be estimated w ith reasonable reliability, impaired loans are 
carried at the fair value of the underlying security, net of estimated costs of realization.

Allowance for Impairment
The allowance for im pairment is maintained at a level considered adequate to absorb anticipated credit losses. The amount 
provided for anticipated credit losses is determined by reference to specific impaired loans and by the judgem ent of management 
based on previous experience and current economic conditions.

Fees
Net fees earned and direct costs incurred in connection w ith lending activities are deferred and amortized over the initial term of 
the underlying loans.

(e) Premises and Equipment
Premises and equipm ent are recorded at cost and amortized over the estimated useful life of each asset.

(j) Other Assets
Investments in shares are recorded at cost. Properties acquired for investment purposes are recorded at cost and depreciated over 
the estimated useful life of each property.

(g) Derivative Financial Instruments
VanCity enters into various credit related agreements, equity indexed options, and interest rate and currency contracts to meet the 
needs of its members, earn trading income and manage its exposures to interest rate and currency fluctuations. W hen used to earn 
trading income, these instrum ents are marked to market and the resultant gains and losses are recognized in earnings. W hen used 
for asset/liability risk management, the premiums and the gains and losses on settlement of these instrum ents are deferred and 
amortized to earnings over the expected remaining life of the related position.

(h) Distribution to Members
Patronage rebates and dividends are charged to earnings.

(i) Comparative Figures
Comparative figures are reclassified, where appropriate, to conform with the current year’s presentation.
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2. ACCOUNTING CHANGE

The Canadian Institute of Chartered Accountants Handbook Section 3860, Financial Instrum ents -  Disclosure and Presentation, prescribes a 
new standard for the presentation and disclosure of equity shares of the credit union effective for 1997. Membership shares and Investment 
shares at December 31, 1997 of $ 35,843,000 w hich were formerly classified as part of Members’ Equity are now reflected as liabilities while 
related dividends continue to be charged against earnings. The effect of the retroactive application of this new standard is an increase in 
liabilities and a corresponding decrease in Members’ Equity of $ 49,356,000 at December 31, 1996.

3. ACQUISITION_______________________________________________________________________________________________________________

VanCity and Teacher Savings Credit Union (“Teachers”) entered into an asset purchase agreement dated February 12, 1997 whereby Teachers 
agreed to transfer all of its assets to VanCity and VanCity agreed to assume all of Teachers’ liabilities. On October 1, 1997, VanCity issued to 
each shareholder of Teachers, on a share for share basis, their proportionate share of fully paid membership and savings shares in VanCity. 
The fair value of the gross assets and liabilities acquired in the exchange of shares, accounted for using the purchase method, was 
$215,000,000.

4. ALLOWANCE FOR IMPAIRMENT 1997 1996

Residential Commercial C onsum er Business

(thousands o f dollars) 

Total Total

Balance, beginning of year $ 7,156 $ 2,841 $ 2,277 $ 4,700 $ 16,974 $ 15,761
Allowance related to acquisition 403 102 821 6 1,332 -
Loans w ritten off (399) - (2,898) (198) (3 ,495) (2,677)
Charge for impairment (261) 558 5,964 (1,160) 5,101 3,553
Recoveries of amounts w ritten off in prior years — - 188 - 188 337

Balance, end of year $ 6,899 $ 3,501 $ 6,352 $ 3,348 $ 20,100 $ 16,974

Loans w ith specific allowances for impairment Residential Commercial Consum er Business Total Total

Recorded am ount $ 2,402 $ $ 43 $ 2,208 $ 4,653 $ 6,230
Related allowance 1,603 - 43 995 2,641 3,945

Carrying amount $ 799 $ - $ - $ 1,213 $ 2,012 $ 2,285

Loans with general allowances for impairment
Recorded am ount $ 3,569,520 $ 448,800 $ 744,778 $ 199,191 $4,962,289 $ 4,310,611
Related allowance 5,296 3,501 6,309 2,353 17,459 13,029

Carrying am ount $ 3,564,224 $ 445,299 $ 738,469 $ 196,838 $4,944,830 $ 4,297,582

Loans on which accrual of interest has been discontinued $ 21,706 $ 603 $ 5,582 $ 671 $ 28,562 $ 21,434

5. PREMISES AND EQUIPMENT Cost
Accum ulated
Amortization

Net Book Value 
1997 1996

(thousands of dollars)

Land $ 6,317 $ $ 6,317 $ 6,317
Buildings 38,565 4,096 34,469 33,582
Leasehold improvements 5,927 2,514 3,413 3,060
Computer equipment 7,899 3,834 4,065 1,678
Office equipm ent 10,223 4,632 5,591 5,171

$ 68,931 $ 15,076 $ 53,855 $ 49,808
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N o t e s  t o  t h e  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

6. OTHER ASSETS ________1 9 9 7__________ 1996

(thousands o f  dollars)

$ 27,634 $ 25,435
23,219 19,043
14,549 5,469

$ 65,402 $ 49,947

The investment in the shares of Credit Union Central of B.C. is required under operating agreements.

Credit Union Central of B.C., shares 
Accounts receivable, prepayments and other 
Deferred charges, net of amortization

7. SHARES____________________________________________________________________________________________________________________

Shares include membership shares, investment shares and savings shares.

Members are required to purchase up to $50 of membership shares and were able to purchase up to $25,000 of investment shares. The 
retraction or redemption of these shares may be subject to certain restrictions. Investment shares earn dividends at a quarterly adjusted rate, 
set at least 1% above the three to five year Government of Canada bond yields.

Monies invested in membership and investment shares are not guaranteed by the Credit Union Deposit Insurance Corporation of British 
Columbia.

8. DISTRIBUTIONS TO MEMBERS_____________________________________________________________________________________________

Included in Distributions to Members is $5,329,000 (1996 - $4,537,000) of patronage rebates to members. The rebates are calculated based 
on loan interest received and deposit interest paid by VanCity. The rebates relating to loan interest received am ounted to $2,611,000 
(1996 - $ 2,994,000) and to deposit interest paid by VanCity am ounted to $2,718,000 (1996 - $1,543,000).

9. PROVISION FOR INCOME TAXES___________________________________________________________________________________________

The effective income tax rate is lower than the regular credit union rate due to the utilization of losses of a subsidiary.

10. INTEREST RATE SENSITIVITY

Interest rate risk is the sensitivity of VanCity’s financial condition to movements in  interest rates. The carrying amounts of interest sensitive 
assets and liabilities and the notional am ount of swaps and other derivative financial instrum ents are presented in the periods in which they 
next reprice to market rates or mature and are sum med to show the interest rate sensitivity gap. Loans are adjusted for prepayment estimates 
which reflect expected repayments on other than contractual maturity dates. The prepayment rate applied to the portfolio is based on 
experience and current economic conditions.

(thousands o f dollars)

Average
Rate

Within 
1 Year

1 to  2 
Years

2 to  3 
Years

3 to  4 
Years

Over 
4  Years

Non-interest
Sensitive Total

Assets
Cash $ $ _  $ - $ - $ - $ 38,098 $ 38,098
Securities 4.22% 431,806 414 8,088 2,668 22,866 - 465,842
Loans 6.82% 2,562,102 839,338 617,290 536,112 418,313 (26,313) 4,946,842
Other - - - - - 139,758 139,758

2,993,908 839,752 625,378 538,780 441,179 151,543 5,590,540

Liabilities and members’ equity
Deposits 3.80% 2,721,030 546,750 385,686 134,128 129,130 770,979 4,687,703
Debentures and loans payable 5.48% 459,951 - - 100,000 - — 559,951
Other - - - - - 342,886 342,886

3,180,981 546,750 385,686 234,128 129,130 1,113,865 5,590,540

Balance sheet mismatch (187,073) 293,002 239,692 304,652 312,049 (962,322)
Derivatives (57,366) (52,634) 10,000 100,000 — - -

Net mismatch $ (244,439) $ 240,368 $ 249,692 $ 404,652 $ 312,049 $ (962,322) $

The average rate represents the weighted average effective yield based on the earlier of repricing or maturity dates.
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11. DERIVATIVE FINANCIAL INSTRUMENTS
Notional Am ounts

M aturities o f 1997 Derivatives Total Total Fair Values
1998 1999-2002 1 9 9 7 1996 1 9 9 7  1996

(thousands o f dollars)

Hedging derivatives used to manage interest rate risk
Receive fixed interest current swaps $ 
Receive fixed interest forward starting swaps 
Pay fixed interest current swaps 
Pay fixed interest forward starting swaps

100,000 $
25.000
30.000

97,366
125,000

$ 197,366  
150,000  

30,000

$ 100,000 $
325.000
166.000 
25,000

3,030 $ 
2,384  

114

1,449
6,473

(4,784)
(29)

Interest rate swaps 155,000 222,366 377,366 616,000 5,528 3,109
Interest rate caps purchased - - — 150,000 — -
Interest rate floors purchased - - — 75,000 — 712
Pay fixed forward rate agreements - - - 390,000 — 182
Receive fixed forward rate agreements - - — 225,000 — (26)
Pay fixed swaption - 2,000 2,000 - 25 —

155,000 224,366 379,366 1,456,000 5,553 3,977

Other hedging derivatives
Foreign exchange forward and future sell contracts 12,220 - 12,220 9,466 (87) (142)
Foreign exchange forward and future buy contracts 10,760 - 10,760 9,479 272 169
Precious metal future sell contract - - - 961 - 26
Index-linked call options purchased - 48,429 48,429 15,020 15,648 5,669

Trading derivatives
Receive fixed forward rate agreements 125,000 - 125,000 225,000 (31) 863
Pay fixed forward rate agreements 50,000 - 50,000 — - -
Receive fixed interest current swaps 166,000 - 166,000 — (327) —
Pay fixed interest current swaps - 40,000 40,000 — (149) -
Receive fixed interest forward starting swaps - - - 100,000 - 187

Total derivative contracts $ 518,980 $ 312,795 $ 831,775 $ 1,815,926 $ 20,879 $ 10,749

Quoted market prices are not available for a significant portion of VanCity’s derivative financial instruments. Consequently, fair values are 
derived using present value and other valuation techniques and may not be indicative of the net realizable values.

The credit risk am ount of derivatives, which represents the current replacement cost of all outstanding over-the-counter derivative contracts 
in a gain position w ithout factoring in the impact of master netting agreements or the value of any collateral, totalled $21,468,000 as at 
December 31, 1997.

VanCity manages this credit risk by dealing with a num ber of creditworthy counterparties and setting specific limits for investments with 
those counterparties which are reviewed on a regular basis.

.
L
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12. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following represents the fair values of on and off-balance sheet financial instrum ents of VanCity. The fair values disclosed exclude the 
value of assets and liabilities that are not considered financial instruments. In addition, the value of intangibles such as long-term member 
relationships are not included in the fair value amounts. VanCity considers the value of intangibles to be significant.

While the fair value amounts are intended to represent estimates of the amounts at which these instrum ents could be exchanged in a current 
transaction between willing parties, many of VanCity’s financial instrum ents lack an available trading market. Consequently the fair values 
presented are estimates derived using present value and other valuation techniques and may not be indicative of the net realizable values. 

Due to the judgem ent used in applying a wide range of acceptable valuation techniques and estimates in calculating fair value amounts, fair 
values are not necessarily comparable among financial institutions. The calculation of estimated fair values is based on market conditions at 
a specific point in time and may not be reflective of future fair values.

1997 1996

Assets
Cash
Securities
Loans
Other assets

Book
Value

38,098
463,842

4,946,842
58,732

Fair
Value

38,098
466,211

4,975,885
58,732

(thousands o f dollars)
Fair Value 

Over (Under) Book
Book Value Value

369
29,043

34,477
350,553

4,299,867
48,095

Fair
Value

34,477
350,640

4,386,903
48,095

Fair Value 
Over (Under) 

Book Value

87
87,036

Liabilities
Deposits
Debentures and loans payable
Accounts payable and accrued liabilities
Off balance sheet derivative financial instruments

Total fair value adjustment

4,687,703
559,951

91,410

4,752,726
559,888

91,410
21,386

65,023
(63)

21,386

$ (14,162)

4,081,405
414,780

95,419

4,174,606
417,920

95,419
9,699

93,201
3,140

9,699
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Interest rate sensitivity is the main cause of changes in the fair values of VanCity’s financial instruments. The book values are generally not 
adjusted to reflect the fair value, as it is VanCity’s intention to realize their value over time by holding them to maturity.

13. CONCENTRATIONS OF CREDIT RISK______________________________________________________________________________________

Concentrations of credit risk exist if a num ber of borrowers are engaged in similar economic activities or are located in the same geographic 
region, and indicate the relative sensitivity of VanCity’s performance to developments affecting a particular segment of borrowers or 
geographic region.

Geographic credit risk exists in that VanCity’s service area is limited generally to the Lower Mainland of British Columbia and surrounding 
areas. To reduce the impact of the geographic credit risk, VanCity has insured approximately 31% of its residential mortgages.

14. OTHER INFORMATION 1 9 9 7 1996

Credit Instrum ents
The am ounts shown as credit related arrangements represent the maximum am ount of additional credit that 
VanCity could be obligated to extend.

These am ounts are not necessarily indicative of credit risk as many of these arrangements will expire or 
terminate without being drawn upon.

Lines of credit
Documentary letters of credit 
Commitments to extend credit

(thousands o f dollars)

535,437
13,798

126,281

437,123
13,968
88,281

$ 675,516 539,372
Lease Commitments
Certain branch premises are leased for terms extending to 2016. There are $21,453,000 of commitments for m inim um  rental payments in 
future years with a maximum of $5,650,000 in any one year.

Pledged Assets
In the normal course of business, the credit union and certain subsidiaries pledge their assets as security for liabilities incurred. As at December 31,1997 
certain demand and term deposits with Credit Union Central of B.C. have been pledged as security for a demand loan. The debentures and a standby 
credit facility, when utilized, are secured by mortgages with a carrying value in excess of the outstanding amount of the debt.
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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 consolidated 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 Financial Institutions Act of British Columbia and 

conform in all material respects w ith generally accepted accounting principles.

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 Credit Union. These systems include establishment and communication of standards of business 

conduct throughout all levels of the organization 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.

The Board of Directors has approved the consolidated financial statements. The Audit Committee of the Board comprised of six directors has 
reviewed the statements w ith the external auditors, in detail, and received regular reports on internal control findings. Deloitte &  Touche 

and Doane Raymond, the external auditors, appointed by the membership, examined the consolidated 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 herein.

/W L /
Bob Quart *
Chief Executive Officer

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 audited the consolidated balance sheet of Vancouver City Savings Credit Union as at December 31, 1997 and the consolidated 

statements of earnings and retained earnings and changes in financial position for the year then ended. These financial statements are the 
responsibility of the credit union’s management. O ur responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance w ith 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 credit union as at 

December 31, 1997 and the results of its operations and the changes in its financial position for the year then ended in  accordance with 
generally accepted accounting principles. As required by the Financial Institutions Act of British Columbia, we report that, in our opinion, 

these principles have been applied, after giving retroactive effect to the accounting change described in note 2 to the consolidated financial 

statements, on a basis consistent w ith that of the preceding year.

DELOITTE & TOUCHE DOANE RAYMOND

Chartered Accountants Chartered Accountants

Vancouver, Canada 

January 23, 1998

Auvu .̂~
Jeremy Hooper 
Senior Vice-President, Finance and Administration
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VANCITY BOARD OF DIRECTORS
Coro Strandberg, Chair 
Jack Allard, Vice-Chair 
Shirley Chan 
Reva Dexter 
Elain Duvall 
Janice Laidlaw 
Gregory McDade 
Essop Mia 
Sylvia Pritchard 
Bruce Ralston 
Francesca Zumpano

The six standing committees of the Board of 
Directors of VanCity and their 
responsibilities are listed below.

The Administration Committee acts on 
all matters specifically delegated to it by 
the Board and may also initiate matters 
for approval by the Board.

As at December 31, 1997 
Jack Allard, Chair 
Elain Duvall, Vice-Chair 
Members: Reva Dexter, Janice Laidlaw,
Coro Strandberg, Francesca Zumpano

The Administration Committee meets at 
least quarterly. Topics for consideration 
by the Committee may include member 
services, operations, organization structure, 
and new products.

The Audit Committee monitors, 
considers, and reviews accounting, 
including social accounting, and internal 
and external auditing procedures, 
practices, and policies and financial 
results on a regular basis, and 
recommends improvements to the Board.

As at December 31, 1997 
Gregory McDade, Chair 
Members: Shirley Chan, Essop Mia,
Sylvia Pritchard, Bruce Ralston,
Francesca Zumpano

The Audit Committee reviews and 
recommends approval of the audited 
financial statements. The Committee also 
ensures that the external auditors’ 
recommendations have been dealt w ith 
satisfactorily and advises the Board of 
Directors if credit union policies or ethics 
are unsatisfactory. The Committee advises 
the Board as to the soundness of the credit 
union’s financial condition and of any 
breakdown in relations between the 
Auditors and Management.

The Audit Committee meets at least 
quarterly and reviews and approves the 
audit fee and recommends to the Board the 
appointm ent of the auditors for the 
upcoming year.

The Community Partnership Committee 
reviews funding applications from non
profit community organizations and 
makes funding decisions, where 
appropriate.

As at December 31, 1997
Reva Dexter, Chair
Members: Jack Allard, Elain Duvall,
Janice Laidlaw, Gregory McDade

The Community Partnership Committee 
sets criteria for grants to non-profit 
community organizations, ensures funds 
will be pledged in  trust for future use, and 
decides how trust funds are used. Each year, 
the Committee makes recommendations to 
the Board on the themes and criteria for the 
funding program. The Committee reviews 
applications from non-profit organizations 
and makes funding decisions guided by staff 
recommendations, or delegates funding 
decisions to the Staff Partnership 
Committee as appropriate. The Community 
Partnership Committee guides changes in 
criteria for special project funding over 
$5,000, ensures the Board approves such 
changes, and makes decisions on special 
project funding.

The Committee meets at least quarterly.

The Conduct Review Committee 
approves or declines transactions 
between the credit union and related 
parties, establishes procedures to prevent 
conflicts o f interest, resolving them if  
they occur, and establishes procedures 
regarding disclosure to members and 
customers.

As at December 31, 1997 
Gregory McDade, Chair 
Members: Shirley Chan, Essop Mia, Bruce 
Ralston, Francesca Zumpano

The Conduct Review Committee approves 
or denies specific transactions or classes of 
transactions between the credit union or a 
subsidiary of VanCity Credit U nion and a 
related party and determines that 
transactions approved are fair and at market 
value. The Committee approves or denies 
the sale of or the voting of any securities

issued by the credit union or a party related 
to VanCity Credit Union held in trust or 
estate by VanCity Credit Union.

The Conduct Review Committee reviews 
procedures relating to disclosure, conflict of 
interest, and confidentiality on at least a 
quarterly basis.

The Financial Policy Committee reviews 
and recommends to the Board matters of 
a financial policy nature and carries out 
those responsibilities duly delegated by 
the Board.

As at December 31, 1997 
Bruce Ralston, Chair 
Members: Jack Allard, Shirley Chan, 
Gregory McDade, Essop Mia,
Sylvia Pritchard, Coro Strandberg

The Financial Policy Committee reviews 
the credit union’s lending policy and 
investment policy, financial objectives, 
funds management and interest rate risk 
policy, and makes recommendations to the 
Board. The committee also exercises 
approval authority on business and 
commercial mortgages and ensures 
compliance w ith credit risk management 
parameters. The Committee also reviews 
insurance coverage of the credit union’s 
assets and insurable risks.

The Financial Policy Committee meets at 
least quarterly.

The Governance Committee is an 
advisory committee responsible for 
supervising the corporate governance 
system for the Board, allowing the Board 
of Directors to fulfil its duty to meet the 
applicable legal, regulatory and (self- 
regulatory) business principles and 
codes o f best practice o f corporate 

behaviour and conduct. The Governance 
Committee is also to monitor the quality 
o f the relationship between the Board 
and management o f the credit union, as 
well as the quality o f the relationship 
between the credit union and its 
membership.

As at December 31, 1997
Reva Dexter, Chair
Shirley Chan, Vice-Chair
Members: Jack Allard, Gregory McDade
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VANCITY STAFF AND BRANCH 
LOCATIONS

HEAD OFFICE 
183 Terminal Avenue 
Vancouver, BC V6A 4G2

All head office departments, 
branches, and VanCity Insurance 
Services Ltd. offices can be 
reached by calling 877-7000.

SENIOR MANAGEMENT
Bob Quart
Chief Executive Officer

Chris Dobrzanski 
Senior Vice-President,
Treasury and Credit

Jeremy Hooper
Senior Vice-President, Finance
and Administration

Tazeem Nathoo
Senior Vice-President, Operations 

Karen Currie
Vice-President, Human Resources 
and Environment

Barry Fenton 
Vice-President, Commercial 
Mortgages and Real Estate

John  Iseli
Vice-President,
Branch Operations

George Scott 
Vice-President,
Marketing and Planning

Garry Smith
Vice-President, Technology Services

Richard Wafer 
Vice-President,
Information Systems

Larry Wald 
Vice-President, Sales

David Williamson 
Vice-President, Trust Services

Alan Wong 
Vice-President, VISA

Ron Clark 
Director, Audit

Susan Konopacki 
Manager, Corporate 
Affairs/Executive 
Assistant to the CEO

Kathy Stevenson 
Controller

Connie Beaque 
Project Manager,
Relationship Building

REGIONAL MANAGERS
Keith Tongue 
John DeRose 
Lydia Johnson 
Archie Mullan
Lela Grierson, Business Services

LEGAL ADVISORS
McCarthy Tetrault
Farris, Vaughn, Wills &  Murphy
Harris &  Company

AUDITORS
Deloitte &  Touche 
Doane Raymond 
A rthur Andersen & Co.

COMMUNITY BRANCHES

Abbotsford
Abbotsford
32675 South Fraser Way V2T 1X9 
Charleen Dunn, Manager

Burnaby
N orth Burnaby
4302 Hastings Street V5C 2J9 
Jim Scoular, Manager

North Rd <Sr Government 
3977 North Road V3J 1S2 
Elaine Kennedy, Manager

South Burnaby
5064 Kingsway V5H 2E7
Perry Wilson, Manager

Burnaby
(Teacher Savings Division)
4162 Norland Avenue V3G 3S8 
Bob Craig, Manager

In-Store Financial Services Centre 
120A - 6100 McKay Avenue, 
Station Square V5H 2W7 
Mohamed Ladak, Manager

Coquitlam
Coquitlam
20 - 2991 Lougheed Highway 
V3W 6J6
Ken Fuller, Manager

Langley
Langley
100 - 20055 Willowbrook Drive 
V2Y 2T5
Cydney Neilson, Manager

Maple Ridge
Maple Ridge
22824 Lougheed Highway 
V2X2V7
Tom Hancock, Manager

North Delta
North Delta
7211 - 120th Street V4C 6P5 
Ann Lund, Manager

North Vancouver
North Vancouver
1290 Marine Drive V7P 1T2
Deborah Culham, Manager

Port Coquitlam
Port Coquitlam
7100 - 2850 Shaughnessy Street 
V3C 6K5
Debbie Bywater, Manager

Richmond
Richmond
5900 No 3. Road V6X 3P7 
Al Campbell, Manager

Sardis
Chilliwack
45617 Luckakuck Way V2R 1A3 
Ben Letkeman, Manager

Surrey
Newton
900 - 7380 King George 
Highway V3W 5A5 
Jodh Dhaliwal, Manager

Guildford
108 - 15175 101st Avenue 
V3R 7Z1
Vanita Dennis, Manager

Surrey City Centre 
10293 King George Highway 
V3T 2W6
Graham McCready, Manager 

Surrey
(Teacher Savings Division)
9648 - 128th Street V3T 2X9 
Cliff Monteith, Manager

Vancouver
Quebec &  Terminal
183 Terminal Avenue V6A 4G2
Debbie Lee, Manager

Victoria &  40th
5590 Victoria Drive V5P 3W1
Lucienne Lehman, Manager

Hastings &  Kamloops
2510 East Hastings Street V5K 123
Gerry Freeman, Manager

Kitsilano
3395 West Broadway V6R 2B1 
Caroline Wedge, Manager

Fraser &  47th
6288 Fraser Street V5W 3A9 
Harbans Kandola, Manager

10 th &  Cambie
501 West 10th Avenue VST 2A3 
Mary Powell, Manager

Main &  26th
4205 Main Street V5V 3P9 
Phelan Jung, Manager

Pender &  Hornby
898 West Pender Street V6C 1J8
Carlos Calao, Manager

4 th  Avenue
2233 West 4th Avenue V6K 1N9 
Neil Brown, Manager

Commerical &  1st
1675 Commercial Drive V5L 3Y3
Mary Pattison, Manager

Kingsway & Joyce 
3305 Kingsway VSR 5K6 
Margaret Gardiner, Manager

Marpole
8615 Granville Street V6P 5A2 
Elizabeth Seniowski, Manager

Kerrisdale
2380 West 41st Avenue V6M 2A4 
Elizabeth Seniowski, Manager

Point Grey
4516 West 10th Avenue V6R 2J1 
Neil Brown, Manager

Chinatown
188 East Pender Street V6A 1T3 
Grace Wong, Manager

Oakridge
(Teacher Savings Division)
5594 Cambie Street V5Z 3Y5 
David McClure, Manager

Dunbar
(Teacher Savings Division)
4445 Dunbar Street V6S 2G4 
John Davies, Manager

Victoria
Victoria
(Teacher Savings Division) 
3055A Scott Street V8G 1S6 
Greg Duncan, Manager

West Vancouver
West Vancouver
1402 Marine Drive V7T 1B7
Colin Lake, Manager

White Rock
W hite Rock
110 - 1656 Martin Drive V4A 6E7 
Ann Lund, Manager
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WHOLLY OWNED 
SUBSIDIARIES
CITIZENS BANK 
OF CANADA
401-815 West Hastings Street 
Vancouver, BC V6C 1B4 
682-7171

Service Centre
183 Terminal Avenue
Vancouver, BC V6A 4G2

Toronto Office 
Eight Market Street 
Suite 500 
Toronto, Ontario 
M5E 1M6

BOARD OF DIRECTORS 
Bob Quart, Chair 
Shirley Chan 
Linda Crompton 
Susan Evans 
Jeremy Hooper 
David Levi 
Ron Longstaffe 
Senator Ray Perrault 
Roger Woodward

SENIOR MANAGEMENT 
Linda Crompton 
President and Chief Executive 
Officer

Chris Catliff 
Senior Vice-President,
Credit and Technology 
General Manager 
(Citizens Trust)

Cindy Siesling
Senior Vice-President, Finance

Roll Baumbusch 
Vice-President, Operations and 
Marketing

CITIZENS TRUST 
BRANCHES

Calgary
506 - 6th Street S.W 
Calgary, Alberta 
T2P 0M9

Kerrisdale
2268 West 41st Avenue 
Vancouver, B.C.
V6M 1Z8

New Westminster 
702 - 6th Avenue 
New Westminster, B.C. 
V3M 2B3

Waterfront 
815 West Hastings 
Vancouver, B.C.
V6C 1B4

OLIVER &  MOORE 
ASSOCIATES LTD.
183 Terminal Avenue 
Vancouver, BC V6A 4G2 
871-5355

BOARD OF DIRECTORS 
Jeremy Hooper 
Jeffrey Moore 
Bob Quart 
Larry Wald

SENIOR MANAGEMENT 
Jeffrey Moore, President

Kai Yuen, Vice-President, 
Investments

VANCITY ENTERPRISES LTD
183 Terminal Avenue 
Vancouver, BC V6A 4G2 
877-7610

BOARD OF DIRECTORS
Bob Williams, Chair
Shirley Chan, Vice-Chair
Jack Allard
Elain Duvall
David Jiles
Dale McClanaghan
Chief Joseph Mathias
Bob Quart
Bruce Ralston
Ron Yuen
Francesca Zumpano

SENIOR MANAGEMENT 
Dale McClanaghan 
President and Chief Executive 
Officer

Rene David
Manager, Acquisitions and 
Development

VANCITY INSURANCE 
SERVICES LTD.
183 Terminal Avenue 
Vancouver, BC V6A 4G2 
877-4961

BOARD OF DIRECTORS 
Bob Quart 
Jeremy Hooper 
Tazeem Nathoo 
John Iseli

SENIOR MANAGEMENT 
Bruce Higgs, Acting President

David Roberts 
Manager, Operations

Jerry King 
Vice-President, Credit

Ian W arner
Vice-President, Foreign Exchange 

Adine Mees
Vice-President, Marketing &  
Corporate Responsibility

Cyndi Poynter 
Director, Human Relations

ASSOCIATED
ORGANIZATIONS

VANCITY COMMUNITY 
FOUNDATION
Established in 1989 by 
VanCity, the VanCity Community 
Foundation is guided by its 
own Board of Directors and 
operates at arm’s length from  
the credit union.

183 Terminal Avenue 
Vancouver, BC V6A 4G2 
877-7647

BOARD OF DIRECTORS 
Tim Louis, Chair 
Nancy Bradshaw 
Carlos Calao 
Cindy Chan Piper 
Peter Cook 
Susan Day 
Reva Dexter 
Ross Lambert 
Darlene Marzari 
Essop Mia 
George Scott

SENIOR MANAGEMENT 
David Driscoll 
Executive Director

RAPPORT INTERACTIVE 
SERVICES INC.
Established in July 1995 to 
explore the home-banking 
market, Rapport Interactive is 
a joint venture between VanCity 
and BC Tel.

183 Terminal Avenue 
Vancouver, BC V6A 4G2 
871-5391
Brian Hemsworth, General 
Manager

BOARD OF DIRECTORS
Richard Wafer
Tazeem Nathoo
Bob Quart
Mark Schnarr
Bruce Okabe
Rob Cruickshank
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C i Primed with vegetable-based inks on recycled paper containing 15% post-consumer non de-inked fibre. 
Manufactured elementally chlorine-free using hydrogen peroxide bleach.


