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First Quarter Report 2007
REPORT TO MEMBERS
ENTRAL REPORTS STRONG RESULTS FOR THE FIRST 
UARTER OF 2007 

irst quarter highlights compared to the same period last year: 

 Central assets of $5.1 billion, up 13.3% from $4.5 billion 
 Central’s net income of $5.11 million, compared to $5.33 million  
 Central return on equity of 7.80%, down from 8.33% 
 System(1) net operating income(2) of $63.87 million, versus $63.69 million 
 System assets of $39.3 billion, up 9.8% from $35.8 billion 

 
redit Union Central of British Columbia (Central), the central financial facility 
nd trade association for B.C. credit unions, had a good quarter.  Net income was 
5.11 million compared to $5.33 million for the same period last year.  Net 
inancial income and other income increased to $20.22 million from $18.59 
illion, however, operating expenses increased to $14.00 million from $12.06 
illion for the first quarter last year.  Assets increased 13.3% to $5.1 billion from 

4.5 billion as at March 31, 2006, on the back of increased lending to member 
redit unions.  

ubsequent to the date of these financial results, Central and Credit Union Central 
f Ontario Ltd. (CUCO) entered into an agreement to combine their operations.  
he proposed merger will require approval by the membership of both 
rganizations and is subject to regulatory authorization.  It is anticipated that the 
ransaction will close at the start of the fourth quarter of 2007. 

ritish Columbia credit unions, collectively referred to as the system, continue to 
erform well in an environment defined by a strong provincial economy, record 
ow unemployment and firm residential housing markets.  The system earned 
63.87 million before taxes, dividends and patronage refunds in the first quarter of 
007, up slightly from the $63.69 million earned during same period in 2006.  
ombined assets for the system in the same period rose 9.8%, year-over-year, to 

each $39.3 billion at quarter-end. 

emand for loans remains high as total system net loans increased by 10.9% year-
ver-year to reach $34.0 billion.  Commercial and personal loans secured by real 
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estate grew by 19.0% and 9.7%, year-over-year respectively.  System loan 
delinquencies over 90 days continue to be at near record lows, reaching 0.20% of 
total loans compared to 0.21% a year ago. 
 
 
 

(1) These documents include statements about the credit union system in British Columbia.  System financial 
information has been provided by Stabilization Central Credit Union of British Columbia (Stabilization 
Central), which makes available reports on information provided by British Columbia credit unions.  
Central has no means of verifying the accuracy of information provided by credit unions to Stabilization 
Central or Stabilization Central’s subsequent compilation of that information.  Reference to system 
information should be interpreted in this context. 

(2) System net operating income is equivalent to income from recurring operations and does not include 
extraordinary items, patronage dividends or income taxes.  
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Management’s Discussion and Analysis 
as at March 31, 2007 
 
This portion of the Report to Members updates Central’s Management’s Discussion and 
Analysis for the year ended December 31, 2006, and provides a discussion and analysis 
of Central’s financial condition and results of operations for the three-month period 
ended March 31, 2007 compared to the corresponding period in the preceding fiscal year.  
Additional information on Central, including its Annual Information Form, may be found 
on SEDAR at www.sedar.com.  
 
The results reported in this Management’s Discussion and Analysis and in the financial 
statements that follow are reported in Canadian dollars and are based on the significant 
accounting policies reported in Note 2 of the 2006 consolidated financial statements 
which may be found at www.sedar.com. 
 
Forward Looking Statements 
 
There are numerous factors, many beyond Central’s control, which could cause results to 
differ from expectations.  These factors, which include industry factors, Central and 
system specific factors, economic factors and financial market conditions are 
substantially unchanged from those described in Central’s Management’s Discussion and 
Analysis for the year ended December 31, 2006.  Central’s performance is also subject to 
a number of risks, including credit, liquidity, market and operational risk.  There has been 
no substantial change in Central’s risk profile or in its management of risk as described in 
Central’s Management’s Discussion and Analysis for the year ended December 31, 2006. 
 
In addition, this discussion may include forward-looking statements with regard to 2007 
and beyond, which by their nature, involve some risk with regard to accuracy.  Where 
forward-looking comments appear, they should be interpreted in the context of this 
uncertainty.   
 
Overall Performance and Interim Financial Condition 
 
Central had a strong first quarter in 2007, achieving net income of $5.11 million, or 4.50 
cents a share compared to $5.33 million or 4.70 cents a share last year.  Net financial 
income of $7.70 million increased from the $6.39 million recorded in the first quarter of 
2006 due to higher short-term interest rates and higher average assets.   
 
Other income of $12.51 million for the quarter was higher than last year’s $12.20 million, 
primarily due to increased payment processing revenues. Operating expenses of $14.00 
million were higher compared to the $12.06 million incurred last year.  The gap between 
other income and operating expenses was negative $1.49 million compared to a positive 
gap of $0.14 million last year.  The difference is mostly due to increased expenses in the 
technology and trade services areas of Central in support of business growth. 
 

http://www.sedar.com/
http://www.sedar.com/
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System net operating income for the quarter was $63.87 million, compared to $63.69 
million for the first quarter of 2006.  Non-financial income rose a marginal 2.9% versus 
last year, though non-financial expense rose some 4.6%.  System financial margin 
improved by 3.9% year-over-year despite the continued challenges presented by a flat 
yield curve and heavy discounting of residential mortgages. 
 
The financial condition of Central and the system remains solid and is comparable to that 
of March 31, 2006.  Capital ratios remain strong. Central’s risk-weighted capital ratio 
was 23.2% and its borrowing multiple was 15.3:1.  System risk-weighted capital was 
12.7%.  Credit quality remains high in the system’s loan portfolios and system provisions 
for credit losses as a percentage of average loans are consistent with prior periods. 
 
Overall liquidity within the system, including that held by Central, stood at 9.5% as of 
March 31, 2007, compared to 10.1% a year ago.  Continued strong loan demand by 
members is, however, the major factor behind this year’s lower liquidity levels.  
Although deposits with credit unions grew year-over-year by a healthy 7.9%, loans grew 
by 10.9%.  The shortfall was met by higher borrowings and by a decrease in holdings of 
liquid assets. 
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For the Three Months Ended For the Three Months Ended (Decrease)

March 31, 2007 March 31, 2006 Change

Central (3)

Earnings
Net Financial Income ($ millions ) 7.70 6.39 1.31
Net Financial and Other Income ($ millions) 20.22 18.59 1.63
Net Income ($ millions ) 5.11 5.33 (0.22)
Earnings Per Share (cents)
    Basic 4.50 4.70 (0.20)
    Diluted 4.50 4.70 (0.20)
Return On:
    Average Assets (%) 0.60 0.50 0.10
    Average Equity (%) 7.80 8.33 (0.53)

Balance Sheet Data ( $ billions )
Total Assets 5.13 4.51 0.62
Average Assets 4.86 4.26 0.60
Long-term Financial Liabilities 1.47 1.71 (0.24)

Capital Ratios
    Tier 1 Capital Ratio (%) 19.6 20.6 (1.0)
    Total Capital Ratio (%) 23.2 20.6 2.6
    Borrowing Multiple (times) 15.3 16.6 (1.3)

Share Information
Outstanding $1 Par Value Shares (thousands )
    Class A - Credit Unions 113,345 113,345                                   0.00
    Class B - Cooperatives 3 3                                             0.00
    Class C - Other 5 4                                             1.00
Dividends Per Share (all classes) (cents) 2.06 1.79                                        0.27

System (3)

Net Operating Income ($ millions) 63.87 63.69 0.18
Total Assets ($ billions) 39.30 35.80 3.50
Total Capital Ratio (%) 12.65 12.96 -0.31
Number of Credit Unions 51 52 (1)
Number of Branches 359 355 4
Number of Members (thousands) 1,589 1,549 40

(3) Unaudited
 
Total Revenues 
 
Net Financial Income 
 
Central’s net financial income increased 20.5% to $7.70 million for the quarter from 
$6.39 million for the same period last year. Interest margin, at $7.23 million, was 
markedly improved from last year’s $5.54 million.  Higher interest rates, higher average 
loans to credit unions and higher average assets were the major contributors to improved 
interest margin relative to last year.  Trading gains, inclusive of changes in fair value, 
were $0.48 million, significantly less than that of last year’s $0.84 million.  The 
realization of gains in the securities portfolio has diminished in recent years with the rise 
in short-term interest rates and the flattening of the yield curve.     
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Other Income 
 
Central’s other income for the quarter increased by 2.5% to $12.51 million from last 
year’s $12.20 million.  Income from payments processing has increased on the back of 
higher volumes.  Management anticipates that this trend will continue as Central 
continues to extend these lines of business to entities outside the system.  Year-to-date 
figures also include an income distribution from Credit Union Central of Canada (CUCC) 
of $0.50 million during the first quarter, versus $0.66 million last year. 
 
Operating Expenses 
 
Operating expenses increased to $14.00 million for the quarter from $12.06 million last 
year.  Salary costs increased from $6.60 million to $7.38 million reflecting higher levels 
of technology department staffing. Corporate and national projects have contributed to 
the balance of the increase in Other Operating expenses. 
 
Income Taxes 
 
Central’s income tax expense for the quarter was $1.10 million which compares to $1.20 
million last year.  Central also recorded a tax recovery for accrued dividends of $0.41 
million in the quarter, versus $0.39 million during the same period last year.  Central’s 
effective tax rate for the quarter was 17.8% compared to 18.4% for the same quarter in 
2006. 
 
 
Balance Sheet 
 
Cash and Securities and Liquidity Management 
 
Central’s assets increased by $617 million to $5.1 billion from $4.5 billion as at March 
31, 2006, reflecting strong loan growth to its members. This loan growth was funded 
through a combination of increased deposits from members and external borrowings.  At 
$3.0 billion, cash and securities represent over 58% of Central’s assets.  Central has not 
drawn down any of its operating lines with other financial institutions and has sufficient 
unused capacity remaining in its commercial paper and medium-term note programs to 
meet further loan advances to credit unions.   
 
Loans and Off-Balance Sheet Arrangements 
 
Loans, which are almost entirely secured loans to member credit unions, increased to 
$2.0 billion from $1.6 billion last year.  Strong real estate markets continue to drive 
consumer loan demand, which in turn has driven borrowing by credit unions.  Credit 
unions also continue to rely on securitization to fund growth.  As at March 31, assets 
securitized by the system through Central were as follows: 
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$ millions MAR 31, 2007 MAR 31, 2006
   
Total Securitized $3,006 $2,025
 
 
Summary of Quarterly Results 
 
Central’s financial results for each of the last eight, most recently completed quarters, are 
summarized in the accompanying table.  In general, Central’s net interest income is quite 
stable from quarter to quarter, with no discernable seasonal trend, and reflects the 
condition of prevailing financial markets.  However, interest income and dividends from 
CUCC and its subsidiaries, if any, are generally received in the first quarter of each year.  
In 2007 and 2006, these amounted to $0.50 million and $0.66 million, respectively.  Non-
interest income and non-interest expenses are also generally consistent from quarter to 
quarter.  However, the fourth quarter 2005 includes $1.38 million in non-recurring 
employee retirement and severance expenses.  Trading gains and losses also have a 
significant impact on quarterly net income but their timing and magnitude are not 
predictable. 
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CREDIT UNION CENTRAL OF BRITISH COLUMBIA – QUARTERLY EARNINGS   (Unaudited) 

    
  2007/2006   2006/2005 

  Period Ended Period Ended 

 (Millions of Dollars)    30-Jun-06       30-Sep-06   31-Dec-06       31-Mar-07     30-Jun-05    30-Sep-05 31-Dec-05 31-Mar-06

          

Total Interest Income  $ 45,341 $ 50,284      $ 52,181      $ 53,458 $  33,486   $ 33,988   $ 37,887   $ 39,729

Total Interest Expense 38,845 43,721        45,294        46,233 27,907      28,780      31,483      34,185

   

Net Interest Income 6,496 6,563         6,887          7,225 5,579        5,208       6,404        5,544

Trading Gains  87 (131)             (71)         (113) 2,431           1,311           46          799

Holding Gains 398 236 105 591 429 (291) (193) 43

Provision for losses  (795) 0  

Non-interest Income 10,778 13,394 13,821        12,514 10,935      10,784      11,991      12,199

Non-interest Expenses (13,195) (13,717)      (16,797)      (14,003) (13,117)     (12,263)     (16,698)    (12,056)

Income Taxes (1,294) (991)        (499)        (1,107) (1,233)          (867)          (263) (1,201)

 Net Income $ 3,270 $  5,354     $   2,651     $    5,107 $    5,024    $   3,882    $   1,207       $    5,328

Shares 113.35 113.35 113.40 113.40 113.35 113.35 113.35 113.35

Earnings per share (cents) * 2.88 4.72 3.45 4.50 4.43 3.42 1.06 4.70

Earnings per share fully diluted (cents) 2.88 4.72 3.45 4.50 4.43 3.42 1.06 4.70

    
 
 
* Earnings per share calculated for a central credit union must be taken in the context that member shares may not be traded or 

transferred. 
 
 
Capital Resources 
 
For the quarter, Central’s available capital resources reached $317.3 million, compared to 
$257.4 million as at March 31, 2006.  In December 2006, Central issued $50 million of 
subordinated debt that qualifies as Tier 2 capital for regulatory purposes 
 
Central’s regulatory capital levels are determined according to both federal guidelines 
and provincial regulations.  Central’s federal capital adequacy borrowing multiple was 
below its targeted operating range and below that at March 31, 2006 and reflects the 
aforementioned recent issuance of subordinated debt.  It was also well below the federal 
regulatory maximum.  The multiple is projected to move toward Central’s targeted range 
later in the fiscal year.  Central’s provincial risk-weighted ratio at 23.2% remains 
considerably higher than both Central’s target and provincial requirements.  This reflects 
not only the high quality and, hence, low risk weighting of securities in Central’s 
liquidity portfolio, but also the issuance of subordinated debt in December 2006. 
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 March 31, 2007 March 31, 2006
 

Target Regulatory 
Requirement

     
Borrowing Multiple 15.3:1 16.6:1 16:1 – 18:1 20:1 
Risk-weighted Ratios  23.2% 20.6% 11 – 14% 10% 

 
 
Central's Accounting Policies and Estimates 
 
Central's Consolidated Interim Financial Statements, included in this Report to Members, 
have been prepared in accordance with GAAP as described in Note 1 of the Interim 
Consolidated Financial Statements. 
 
Changes in Accounting Policies 
 
Effective January 1, 2007, Central adopted the Canadian Institute of Chartered 
Accountants (CICA) Handbook Section 1530, Comprehensive Income, Section 3855, 
Financial Instruments - Recognition and Measurement, Section 3861, Financial 
Instruments - Presentation and Disclosure, and Section 3865, Hedges.   
 
As a result of the adoption of these standards, Central has recorded certain transition 
adjustments in opening retained earnings and accumulated other comprehensive income.  
The comparative Interim Consolidated Financial Statements have not been restated.  A 
description of the impact on Central and a summary of the transition adjustments 
recorded on implementation are contained in Note 2 to the Interim Consolidated Financial 
Statements. 
 
Critical Accounting Estimates 
 
The critical accounting estimates remain unchanged from those disclosed in Central's 
2006 Annual Report. 
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