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Our profits go back to
our members & our community.

Our Community.Your Credit Union.

It's not just a great tag line; it is part of the Ladysmith & District
Credit Union philosophy.That's why this year, we will contribute
over $519,000 back to our members and our community.

Through membership Share Dividends, Loan & Mortgage Interest
Rebates, Deposit Interest Bonuses and local Charitable Contributions,
our members and community share in our financial success.

Thank-you to our members for being a part of our vision to help

make Ladysmith the best place to live, work and play because we live
here too.

Our Community. Your Credit Union.”
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FINANCIAL HIGHLIGHTS

Total Assets “Solid, Consistent Growth”
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100,000,000

90,000,000

80,000,000

70,000,000

60,000,000

50,000,000

40,000,000 |

30,000,000 |

20,000,000

10,000,000 |

o__ |

2002 2003 2004 2005 2006 2007
57,827,349  69,195543 71,839,125 77,816,304 86,645,504 96,086,608

Total Income “Steady Income Growth”
7,000,000
6,000,000
5,000,000
4,000,000 —=
3,000,000
2,000,000
1,000,000

0

200! 200 200 200. 200 200
3976916 4090711 4194955 4526208 5313717 693093
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Total Liquidity “Careful attention to capital requirements”
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LADYSMITH & DISTRICT CREDIT UNION TEAM

THE BOARD  Marie Polachek Credit Committee

Joan Adair* Credit Committee, Conduct Review
Ted Girard Credit Committee, Conduct Review
Rob Viala Conduct Review, Audit Committee
Tim Richards* Audit Committee

Brian Childs Audit Committee

Ralph Harding

* Expiring Terms

CREDIT UNION STAFF

Gwen Gilson
Debbie Grant
Kim Hansen

Carrie Alexander Angie Neufeld
Keith Parry
Virginia Rathwell

Shelly Rickett

Meghan Anderson
Kay Bafaro

Jennifer Bakker Kendre Haugen

Sarah Basi Shelley Jones Lynn Stevenson
Kim Clark Vicki Jones Tami Tucker
Janine Cornett Calvin King Michele Vincent

Alan Watt

Christine Mathers
Susan McMurtrie

John de Leeuw
Kelsey Dentoom

Megan Fleming Brenda Moore

LCU INSURANCE STAFF

Arlene Carlson

Cindy Cawthra

Lori Flemming

Nancy Hunter

Kim Judson

Marion Rodall

Erin Saysell

Denine Vadeboncoeur

THE BOARD

Back row from left to right:
Tim Richards, Rob Viala,
Ted Girard, Marie Polachek,
Ralph Harding,

Front row from left to right:
Joan Adair, Brian Childs
(President)
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NOTICE TO ALL MEMBERS

More than one million British Columbians enjoy the solid security
and peace of mind that comes from saving at their Credit Union.
The Credit Union Deposit Insurance Corporation,a government
corporation, protects all British Columbia Credit Union
depositors up to a maximum of $100,000. Security,dependability
and trust that's the unbeatable combination you will find at
Ladysmith & District Credit Union.

Members who have loans or mortgages with the Ladysmith &
District Credit Union are reminded that, if you have pledged any
chattels or any real estate as security for your loan or mortgage, it
is your responsibility to maintain insurance or the full value of the
security, with the loss made payable to the Ladysmith Credit

Union as the lender.

A
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Because we live here too.

Another Community Project financed by:

Ladysmith & District
® Credit Union

service since 1944
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MINUTES OF THE 62nd ANNUAL GENERAL MEETING, APRIL 24,2007

President Brian Childs welcomed | 15 members and two guests to
the sixty-second Annual General Meeting and drew the meeting to
order at 7:00 p.m.

The President introduced the head table including members of the
board and Mr. Barry Mungham, of Grant Thornton and Mr. David
Hodgen an economist from BC Central and our guest speaker.

The president declared a quorum present and noted the rules of
order as provided on a handout were in effect regarding speaking at
the meeting.

He then asked for a motion to approve the Agenda.This was moved
by Cindy Cawthra and seconded by Isabel Williams. Carried by the
membership.

The President then reviewed the minutes of the last AGM and asked
if there were any amendments. None being heard, he requested a
mover and Duck Paterson moved that the minutes be accepted as
Carried by the

presented.  Seconded by Rob Johnson.

membership.
Business Arising from the Minutes was called for and none raised.

The meeting then moved onto President Brian Childs Report
outlining the Directors activities in the past year. An active year has
seen the second Board/Staff Strategic planning session in as many
years, resulting in continuing documentation of our overall goals
and objectives and progress to date. The major renovation upstairs
has been completed, resulting in totally new facilities for both the
Insurance operation and the Mortgage & Loans Centre. New
staffing and refocusing has prepared the way for a successful future.
The main floor has also been updated with such things as new
carpeting and paint. The Credit Union has continued to be actively
supporting community initiatives and the past year included funding
of the fireworks display for the Festival of Lights; increasing
significantly the bursary program for the High School and
supporting the Ladysmith Leadership BC Program. The Credit
Union declared a 7% dividend on Equity Shares and managed to
have its best year ever. Brian thanked the board and all volunteers
and supporters of the Credit Union. It was moved by Barbara Little
that the Presidents Report be accepted and seconded by Richard

Thompson.Carried by the membership.
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Marie Polachek, chair of the Credit Committee presented the
Credit Committee Report. Some highlights included 189 new
mortgages worth some 23 million dollars and over 33 million
dollars in loans and an extremely low rate of unrecoverable loans.
It was moved by Julie Wolters and seconded by Lynne Del.ucia that
the Credit Committee Report be accepted. Carried by the
membership.

The Auditor's Report was next, presented by Mr. Barry Mungham
of Grant Thornton, Chartered Accountants. The Auditors report
reflected increased business in Commercial loans, for example,and
a very low rate of default on loans. It was moved by Rose Delucia
and seconded by Isabel Williams that the Auditors Report be
accepted as presented. Carried by the membership.

President Brian Childs asked if there were any questions on the
Auditors report and some requests for clarification were heard
and responses given.

The CEO's Report was presented next by John de Leeuw. The
growth of the Credit Union has resulted in the creation of several
internal divisions. Increased business and changes in infrastructure
have put increased demands of everyone and the extra effort put
forth by staff is gratefully acknowledged. Some questions on the
new banking system lead to a brief description of the pressing need
to update our system. The new banking system will meet new
opportunities and challenges as we go forward into the age of on-
line banking, while our personnel and culture continue to be
rooted as always in the values and philosophies of member service
and member benefits which are at the core of the Credit Union. A
member commented on the value of the old bulletin board near
the entrance and requested consideration of a washroom. It was
moved by Tracy Paterson and seconded by David Little that the
Reportbe accepted. Carried by the membership.

The next item was the election of Directors. Rob Viala presented
the nominations of the nominating committee and nominated:
Ralph Harding, Marie Polachek,and Ted Girard. Mr.Viala then called
for nominations from the floor. A nomination of David Davies for
Director was made, moved by Sue-AnnVertanen,and seconded by
John Little. Mr. Davies accepted the nomination. Mr.Viala called a
second time for nominations and then a third time.There being no
further nominations, nominations were declared closed. Dave
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Davies was given three minutes to address the membership on his
nomination. Members were then instructed to use the ballots
included in their Annual Report package and write in a choice if not
listed. Barry Mungham of Grant Thornton, and Keith Parry were
appointed scrutineers and collected the ballots in the ballot box
and retired to count them.

Next on the Agenda was the appointment of Auditors for 2007. It
was moved by Duck Paterson and seconded by Derek Doerken
that Grant Thornton be appointed as auditors to the Credit Union
in 2007 and that the Board be authorized to fix their remuneration.
Carried by the membership.

President Childs then called for any new business that anyone
would like to bring before the Annual General Meeting. Rob
Johnson posed a question as to whether the growth of the
membership reflected the growth of the Town population, i.e. has
gone up approximately ten percent over the last five years. It was
replied that this is the case and the current membership is
approximately 6100. Robert Cumbledge spoke on the benefits of a
newsletter to membership and moved that the Board establish a
newsletter with the frequency of publication to be established by
the Board. This was seconded by Richard Thompson. Carried by
the membership.

Rob Johnson posed a question as to why the equity share amounts
per member could not be raised. It was responded that as the
number of pieces of pie goes up, the size of each piece goes down.
Derek Dorken pointed out that these deposits were not insured
by CUDIC, the Credit Union Deposit Insurance Corporation.

A member posed a question as to the current level of funding of
community groups. It was replied that the Credit Union donated
some $38,000 directly to community groups in the year past.

A member made the sensible request that a floor microphone be
provided in future years for the AGM.

A member who works for Canada Post was recognized and wished
to note that the Annual General Meeting notice card recently
mailed was a witch to handle in the postal system and that the size
of such be reconsidered in future.

Rob Johnson wondered why LDCU no longer advertised in the
Take 5 magazine. It was pointed out that two other Credit Unions
advertise there and it may be ineffective to compete with similar
advertising. Various means of advertising are always under
consideration.

When no further New Business was brought forward President
Childs introduced our guest speaker, Mr. David Hodgen who is an
economist with BC Central. Mr. Hodgen's presentation outlined
current economic forecasts and indicators for BC and noted
several specific items relating to a forecast for a healthy economy in
Ladysmith, with continued moderate growth down slightly from
recent peaks. Mr. Hodgen was thanked for his informative
presentation.

At this point Rob Viala presented the results of the election for
Board of Directors. Elected for three year terms were: Marie
Polachek, Ralph Harding, and Ted Girard. It was moved by David
Wetherell and seconded by David Little that the ballots be
destroyed. Carried by the membership.

The meeting wrapped up with a draw for door prizes. Winners
included Elaine Krusisto, knife block; Duck Paterson, sweater; Jim
Stachow, satchel; Ginny Rathwell, knife block; Arnold Everenden,
Jacket; Ed Brickert, knife block; Brenda Moore, LED Light set; Shiela
Wetherell, golf shirt; Dave DeClark, knife block; Lidia Urbasek,
Jacket; Dominic Delucia, Sweater; Shelley Ricketts, bag; Ralph
Harding, knife block; Sarah Basi, DVD player; Tracy Paterson,
sweater; Barbara Little, cutting board; Susie McMurtrie cutting
board; Fran Bafaro, Shirt;Joan Adair, Cutting Board;Angela Stachow,
knife block; David Davies, coaster set.

At the conclusion of the door prizes the meeting was adjourned
for refreshments, moved by David Little.

Think Local. Think #l.




PRESIDENT’S MESSAGE

In the fall of 2007 the Board held a very successful strategic planning
session outlining the direction for the Credit Union for the next five
years. In addition to the planning done, the Board also came to some
very powerful conclusions, for our community and the people living
within it. The Board finalized the Credit Union's vision statement as:

To be the preferred choice for financial services.
Our Community. Your Credit Union

This statement is only one facet of the vision of the future that your
Board has set in motion. Ve have set before your Credit Union a
mandate that will help the community achieve its potential as the best
place on earth to live and work. This mandate was specifically written
into our strategic plan,and will act as a foundation upon which future
decisions of the Credit Union will be made. How do we make this
happen? It was decided that the first and foremost position of the
Credit Union will be the success and well-being of our members. This
was outlined in the following Position Statement:

The Credit Union will assist families to realize their financial
dreams. Our goal is that all members achieve prosperity and
have opportunities to own their own homes.

This is a bold and visionary statement that sets this Credit Union

apart from any other financial institution. In order to help our

members to achieve this goal, the Board outlined several further

objectives for the organization:

* we will enjoy financial prosperity and independence for our
organization, our members and our community.

* we will provide affordable, accessible and comprehensive financial
services that inspire members to achieve their goals.

* we will maintain our position in the community as the leader in

support of worthwhile community projects, events and people.

The Board is very dedicated to the aspirations set out within our
strategic plan, and is determined to make Ladysmith a successful and
vibrant community. In addition to the strategic direction mandate, the
Board also felt compelled to embark on a green initiative for the
Credit Union. WVe feel it is our obligation to be as environmentally
conscious as we can. To that end, you will find that this report is
printed on recycled paper. Further to this initiative, our entire Annual
General Meeting is predicated around an environmental theme, from
the recycled grocery bags all the way through the biodegradable pens.

Ladysmith & District
® Credit Union”

service since 1944

Even with all of the changes we have embarked on in 2007 the Credit
Union still had the best year in its history! Once again the Board
declared a dividend on Equity Shares of 7%. This dividend, coupled
with the interest rebates and bonuses, as well as charitable
contributions the Credit Union made, totaled in excess of $519,000
returned to our members and our community.

All of the Directors would like to take this opportunity to
congratulate our CEO John de Leeuw. In the past two years, not only
has he carried out all the operational directives of the Board, he
facilitated the entire transformation of our building and assembled a
superb management team that will admirably serve the Credit Union
for years to come.

Finally, | would like to thank my fellow directors for their commitment,
both in time and in energy. Without their long-serving devotion to
this Credit Union, it would not be in the strong position it is today. As
always | am humbled by their unwavering support, their knowledge of
the community, and above all, their vision. This past year they have
surpassed even the incredibly high standards they have previously set
for themselves. With the level of dedication shown by your Board, this
Credit Union will continue to be a leader in the community for many

more years.
Respectfully submitted,

B H=

Brian Childs, President
Ladysmith & District Credit Union

Our Community. Your Credit Union.”




~ Duck Paterson

“With the support from LDCU,
My, the Festival of Lights has grown
to be the biggest event on the

Island during the winter months.

Their support of the FOL enabled
the fireworks show to be the best
m {he history of Light-Up night.”
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CEO’S MESSAGE

The year of 2007 marked another year of significant changes for
our Credit Union. In April we went live with our new banking
system called iSpectrum. As with most computer conversions
there were some minor glitches, and initially staff required extra
time to process transactions as they got used to the new
methodology. The system has been a tremendous success and has
helped position our Credit Union as a major player in our
marketplace. As we continue to grow, iSpectrum will have the
ability to grow with us, with new upgrades and technologies added
into the system as they become available to the industry.

In addition to the new banking system we have also completed the
update to our building and now boast one of the nicest office
spaces in Ladysmith. Privacy and comfort were our goals and |
think we were more than successful on both counts. The Credit
Union now boasts seven teller stations to serve our growing
membership. Account opening and investment services have
better privacy in our expanded reception workstation and in the
two member service offices. The downstairs renovations also
enabled the Credit Union to create and staff the Support Services
division which is in charge of all back office administrative and audit
functions. This new division will help ensure the timeliness and
accuracy of member service functions.

With all the changes the Credit Union still managed to post its best
year ever! The assets of the Credit Union have grown to exceed
$100,000,000. This was as a result of growth of over $8,000,000
for the year. Total income for the Credit Union increased to
almost $7,000,000, and for the first time in the Credit Union's
history our income before distributions to members and taxes
exceeded $1,000,000! This great financial performance enabled
the Credit Union to return over $456,000 to members in the form
of dividends and interest rebates. Once again a record for the
Ladysmith & District Credit Union.

We continue to support the community to unprecedented levels.

The Credit Union decided to boost our bursary donations this
year to show our support for our graduating students. The Jack
McDonald Memorial Bursary was increased to $5,000, and the
rest of our bursary amounts were also increased so that the
Credit Union now gives out $13,000 to the graduating class every
year. This past year's fireworks display during Light-Up Night was
sponsored by the Credit Union, and was reputed to be the best

Ladysmith & District
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ever. We are still the major sponsor of Leadership BC in
Ladysmith, who's project is the construction of a Habitat for
Humanity home here in our town. We are a major sponsor for
Ladysmith Days, the Maritime Festival, Arts on the Avenue, the
Show & Shine and the Concerts in the Park, as well as numerous
other sports clubs and teams. In all, over $62,000 was donated to
our community in 2007. In trying to make a difference in our

community we stand by our motto that“VWe live here too”.

Over the course of the past year or so the Credit Union has been
blessed with some amazing new additions to our team. Ve now
have in place a management team that is second to none,and their
contributions to the future of this organization will be paramount
to our future success. We have added many new faces to the rest
of our staff as well, and as always, their support is the foundation
upon which all of our success is built. Allin all, we still have the best
staff of any Credit Union on the Island and beyond, and the success
of this past year has been due to the herculean efforts of all of the
team. | would like to take this time to thank each and every one of
our staff members for their energy, enthusiasm, and support,
without all of which we would not be able to post the amazing
growth and returns that we have this past year. With a staff like
ours, you can be assured we will continue to deliver superior
service and results well into the 2 I st century.

Respectfully submitted,

=

John de Leeuw
CEO




nt of the
cDonald Memorial Bursary
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LCUI MANAGER’S MESSAGE

The growth of LCU Insurance over the past year is reflective of the
dedication and success of our staff. The staff of LCUI form strong
relationships with their clients and take to heart the integrity of
each transaction done, whether it is a 'simple' auto renewal or a
more complex home insurance product. There have been
significant increases in the number of portfolios for both home and
private auto insurance which bonds our clients not only to our
office,but to our individual insurance agents as well.

| would like to take this opportunity to publicly thank my staff for
exceeding expectations this past year. The year has provided them
with challenges, changes and opportunities for growth in their
individual careers. Each staff member has taken their day to day
tasks to the next level of professionalism and consistently
undertaken technical courses that improve their knowledge and
skills. It has been a privilege to work alongside each of them,
facilitating them as best | can to ensure their individual and team
success.

We continue to strive to provide excellent products, services and
programs to better serve our community:

* A family of in-house Smart Insurance Products (Smart Home;
SmartAuto;Smart Business;Smart Marine/RV;
SmartTravel/Medical)

* Smartplan (Our in-house insurance product financing program )

* Driver Services (driver license renewals; written learner exams;
driver fine payments)

* Insurance Express (Smart car) to deliver insurance to both the
individual and the business owner

* Emergency Services Program (Smart Home), a specific home
insurance product for those who serve our community through
police,fire or ambulance departments

e Launch of our new user friendly website @ www.lcuinsurance.ca

* Our ongoing commitment to projects such as: Leadership BC
(Nancy Hunter is a member of the committee which spear-
headed the Habitat for Humanity project); Cinnamon Bun Fun
Run (in support of the Ladysmith Food Bank); Ladysmith Show
‘N Shine; Ladysmith parades, Ladysmith Days, Festival of Lights;
Cancer Society Daffodil Drive, and many other charitable
initiatives.

LCU Insurance
@ Agencies "

The staff of LCU Insurance is committed to being mindful of the
community we serve and the trust placed in us when someone
walks through our door. |, too,am committed to ensure my staff
have all the tools they require to do this. With this in mind, LCUI
has converted its computer system to a more user-friendly version
which will enable the office workflow to be more efficient
therefore serving our clients better. | was truly humbled and
impressed by the commitment level of our team to make the
conversion a success and reduce the impact to clients. Again, a

sincere and heart-felt 'thank you'!

Finally, | would like to thank the staff, management team and board
of directors of Ladysmith & District Credit Union for being
incredibly supportive of the vision for our department. We look
forward to many years of continued growth and success together.

Respectfully submitted,

Kimmjudson, CAIB
Manager

LCU Insurance Agencies Ltd.

Smart People. Smart Choice.



Smart car.
Smart company.

LCU Insurance
LCU Insurance @ Agencies:

@ Agencies..

......

245-2247
www.ldcu.ca

* LDCU & LCUI Community Cruiser
* Insurance Express Delivery

* Mobile Lender

* Mobile Mortgage Lender

* Special Events/Parades

Call us & book our Smart car for your special event!




CREDIT COMMITTEE REPORT 2007

There have been grave concerns across North America in the
housing market in 2007. This has not been as pronounced in
Ladysmith,but has still caused some concerns and caution. In spite
of this, the Credit Union set a record for lending this past year. The
total number of loans granted exceeded 500 for the first time in
our history. The total dollar value of loans granted increased from
2006 by over $13,000,000 or almost 46%.

Mortgage lending was up by over 38% or by almost $5,000,000.
Commercial lending remained strong with over $15,000,000 in
commercial loans granted in 2007. The majority of commercial
lending is mortgage secured, and follows the Credit Union's
conservative lending model.

One of the most successful campaigns of 2007 was for Credit

Helper loans granted for only $19,350. In 2007 the program was
re-designed and marketed to all our members and the community
at large. With a tremendous effort by the loans department,and a
fantastic contribution from the rest of the staff, the Credit Union
granted |01 Holiday Helper loans for over $234,000!

The Credit Union continues to be an industry leader in loan write-
offs as 2007 showed another year of significant lending with
minimal loan losses. The Credit Union now has a loan portfolio
exceeding $82,000,000,and had loan write-offs in 2007 of less than
$2,000.

Union Holiday Helper loans.

In 2006 there were 14 Holiday

# 2007 # 2006
Personal Mortgages 145 17,718,613 110 12,820,120
Business/Commercial 65 15,010,492 65 10,239,968
Renovations 48 1,392,096 47 1,173,857
Automobile 45 682,048 60 737,702
RV's, Boats, etc. 9 215,537 8 362,389
Vacation 0 0 3 6,654
Taxes, RSP's, etc. 14 79,584 14 59,352
Consolidation 31 573,446 52 899,924
Lines of Credit 98 5,402,183 104 1,984,285
Shop Local 101 234,183 14 19,350
Totals 556 41,308,182 477 28,303,601

Respectfully submitted:

Marie Polachek, Chair; Joan Adair; & Ted Girard
Credit Committee,

Ladysmith & District Credit Union

Ladysmith & District
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Ladysmith & District Credit Union
Consolidated Financial Statements
December 31, 2007

Q’ Grant Thornton
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To lne members of
Ladysilts & Districk Crecit Ui
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Ladysmith & District Credit Union
Consoclidated Statements of Earnings and Retained

Earnings
Year Ended Dacember 31 2007 20006
Financial incoms
Loans $§ 4792637 5 4108728
Gash rosourcas and investments ___T40.11 512,738
5.532.208 4 622 467
Financigl expense
Deposils &.MEFF2 2406.751
Eorrowed FLinds 12,000 14,723
2,930,772 2421474
Financial margin 2,602,038 2,200,233
Provision for credit [veses {Mota 5 12,000 11.564
2,590,036 2 ras 424
Other income (Mofa 14) 1,388,173 1,106 £78
Operating margin 3.988.159 3290002
Operating expenses (Note 15) 2,845,655 2449916
Earnings from operations 1,039,504 345 0BG
Distikuliuns tn members (Hioe 18] ' 456,845 335,345
Earnings before income taxss 582 653 504,741
Income taxes (Nate 17) 107,035 80 269
ket earnings 3 475624 3 420442
Retained sarnings, beginning of year 5 3851483 § 34531021
ket earpings 475 624 20,442
Ralainedd catnings, snd of year % 4327087 %  3,851.463

Sec accompanying notes to the consalidated Ninancial stalemenrz



Ladysmith & District Credit Unien
Consolidated Balance Sheet

Cecember 31 2007 2006
Assets
Casn resources (Mate 4 $ 165470642 14 625 228
Loans [Mota 5) 21,683,533 76,547 032
Investments and other (hole 6) 1.0648, 281 813,548
Fuiure ingome taxes (Nota 17) 102,500 10, 500
Fremizes @nd equipment (Hote ¥ 1,661,536 1,032,988
§ 100991492 S92.823,294
Liahilities and equity
Shor-term bomowings 3 189,339 73,507
Deposits (Note ) 96,086, 604 a6.661.651
Fayables and accruals 388,448 136,973
96,864 405 8,071,831
Relained earnings 4,327,087 3,851 483
% 104,991,192 02 0773 294

Cin Behalf of the Boand

vmé;der Director g% Cirector

See acormpanying notes 1o the conselidated financis| statemenis



Ladysmith & District Credit Union
Consolidated Statement of Cash Flows

Year Ended Becembar 31 2007 2008
Catr lows provided by {used in)
Opcrating activities
Mat eamings 475624  § 420 447
Adjustrren|e o determine cash flows:
amaorization 2032 904 185,905
Provision for credit Inszes 12,000 11,569
Gain on saks of land = {25,440}
Future income faxes 2000 (8,000}
Changs in intersst accrugls 64,831 5101
Chamges in payables and accruala 251,475 =1,181
1,009 834 710,258
Financing achivitizs
Deposits
Camand and lerm 5,240,754 ¥ A32,108
Membership equity sharas 271,405 147 947
Reqistared savings plans 1,271,020 1,266,913
Short term berrawings 116,042 15,287
7,199,221 B.BA0 671
Investing activities
Loans, nat (5.276.459) (B.360.753
lvastmenis and other (234,733] (3.801)
Premiscs and equipment purchases {B52,449} (523,3569)
Proceeds on dispgsilion of land - 194,826
{B,353,641) (5.810.845)
Met incresse in cash resources 1.845.414 7359 504
Cash resources. baginning of year 14,625,228 13.8685.244
Cazh recources, end of wear 16470642 § 14525278
Supplemantal cash flaw infermation
Interest paid 2,788,891 5 22017245
Incoma laxes paid Ar,024 21,600

See accompanying notes ko lhe consolidated financisl 2latamants



Ladysmith & District Credit Union

Notes to the Consclidated Financial Statements
December 31, 2007

1. Goweming legislation and operations

The Lady=mith & District Credil Union tthe “Credit Union') is incomporated under the Credit
Union Incarporation Azt of Brtish Columibiz amd the aperation of the Cradit Unkan s subpsct to
the Financial Institutans Act of British Columbia. The Credit Union senves members in
Ladysrith, Brifish Colurmbia and the sumounding area.

#.  Summary of signlcant accounting policies
Basis of presentation

Thesge finanaal staternants have baen prepancd in sccordancd with accounting practicas
generally accapbed in Canada. In preparing these financial statements management has
mache estimates and assumptions that affect reported amounts of aseets apd liabililies and
revendes and expenses. Actus! msults could differ from those astimatas.

Principlas af consalidation

These financial stalemernts include e ivanaal posilion, operaling results and cash Nows af
the Gredil Union and its wholly owned subsidiary company, L G.U. Insurence Agencies Lid,
Allinlercompany balances and fransactions nave heon clminated.

Loans

Loans are initially recorded at fairvalus including direci and incramental lransaction cosks.
They are subsaguently valued at amodizad cost, net of allowaness for crediblosass, using
the afferiive intarest mathod. Laans considered uncollzctible are written off,

Allowanceo for credit losses

The Cradit Union maintains allcwances for kbban losses thal reduce the carning value of loans
rdartified as impairad o their estimated reslizable amounts delermined by reference 1o the Tair
value of the underying secunty and sspecten fulure cash flows. A loan is classiied a5
impaired geperally at the eadier of when, in the apinion of managearment, there is reasonable
dugbt 3 1z the collectibility of principal and interast. or when interast is 90 days past dua.
Specdilic alowances ara supplamented by ganaral allowances dotemminged by judgemant of
managament based an bistorleal loan loss expaisnce, known rsks in the portolio akd eurant
aaonomic candiions and trends.

Reavenue recognition

Interest income from loans is recorded on the accrual method, except where a loan is
vlgzsified gy inpaingd. hilarest raceived an impaired loane is recagaizad in samings only il
there is no doubt as 1o the coll=clibdlily of the carrying value of the lcan; atherwise, the
payrnent received (& ciadiled tothe principal,



Ladysmith & District Credit Uinion

Notes to the Consolidated Financial Statements
December 31, 2007

2. Summary of zignfficant accounting policies (cortinued)
Revenuc recognition (continued)

Loan origination and commitment fees are repogniced as income in the penod they are
collecled, urless the lee iz an integral part of the retum on ihe loan in which case e fees are
smartized to incore over the term of Fe loan. Modgags loan prepavmnent fes ars
recagnized as income when received unless they relale o a miner modilication of the losn, in
which case the lees are amorlized to income over the remaining term of the mortgage.

Financial assets and liabilities

O Jonuany 1. 2007, the Credit Union adopted CICA Handbook Sections 3855, "Financial
Instriumenis — Pecognition and Measursment”, 3885, Hedgas and 3841, “Financal
Instrumants — Disclosure and Praseniation”™. These standards have been applied without
resialement of prior periods

The standards requirg that finangial assetz are claseified as held for irading, held-te-maturty,
availsble-fur-sale, or laans and receivables. Financial liabilities are classifed as= held for
trading w ather financial liabilities, Financigl aysals and lisbiliti=g are inilally moogrized at fair
value with the subsequant rmeasuremenl based an dassificalion. The classification depends
on the purpose e which the financial instrumatts were acguinsd, their characlenstics and
ehoice whers applicabla,

Al financiat instruments, incuding darivatives, ara measured ai fair value sxcapt for loans and
receivables, held-to-maturity and other fimancdal lizbilties which are rmeasured at amgrized
cost using the sffective interest inethod. Changes 0 the fair vallie of held ter frading
instrumenls are recognized in the statcment of revenue and expense. Changes in unrealized
gains and losses on wvalatie-for-sale investmenis and changes in fair value of the elfachive
porbon of deswgnated and gualifying hetlges are racognized i other EoMBrengrsie e

Far values are hased on guoted market valugs whera available from aclive markels,
clherwise fair values ara astimated using = vanety of valuation lechnigues and maodels,

Transacton cogst= relaled fo held (or trading inslnuments are expansed g5 incurned.
Transaclicn oosls refated o cther than hald for trading inslruments 8 capitahiced and
amarized using the cffective inlemest method.

As a result of the rdaption of the new standards, the Credit Union has made the following
clagzifications:
+« hald kartrading: cash
= held ko mzturity; ferm depesiis
= loans and receivables: leans, related accrued interest, rucaivabios
vailable for saks; other investments
pliver Anancial ligbilities: barrowings, deposits, ralaled accrued imterest. payablas and
BOCTUAE



Ladysmith & District Credit Union

Notes to the Consolidated Financial Statements
December 31 FULS

2. Summary of significant acceunting policies (continuegd)
Financial assets and habilities (continuedd}

The adoption of lhess new standards dicd noi have a material impact on thesa financial
stalemenls and resulted in no transifianal adjustmecls opon adoption.

Invesiments

Invesimeanis that are claszifiod o5 held o malurity are fniially reconded o fair veiue and
subsequenthy measured ot amudized enst, using he effective interest method. Investmends
lha! rre classified as availabie for sale are recorded and measured at fair value, unless there
s o gucted marked price, e the invasthenlia recarded and measured al cost.

Pramizes and equipment
Land & carried &t cost. Fremises and equipmen are recorded at cost kass accumulated

ameticaiian. amorfization is provided on the straighihre: basls over the gslinated oseful lves
o lhe refated ascets a3 follows:

Building 20-40 years
Scftware 10 years
Fumiture and s 1-5 years

Income taxas

The Credit Wnion follnes the asset and lalility mathod of accounling for income taxes,
wharehy future kax mssels and liabilies are recognized for the expecled tax consequentes
attributable to diflerences bebween the financial statement camyirng AMoUn of exisling Assets
and liabililies and neir respechve lax bases, Fuure tax assets and lisbilites are measured
using l=x rates expecled o apply to texable income in Be years m which thosa temporary
differences ars asprtted to be revovered or settled. The effect an future tax asssls and
liabiiees wf & change In tax rates is recognized in incoine in the perdod thal incledes the date of
enautimant or substantive enactment.

Sharos

Shares ame classifi=d 3z liabililies or as member equity accarding to their lerms. Sharcs
redeamable at the aption of the member, sitter on demand or vn withdrawa] from
membership, are classified as liabililies,

Disnibutions to members

Palronage rabates and dividends on shares classified as liabilities are charged aguins|
CEITINg S,




Ladysmith & District Credit Union

Notes to the Consolidated Financial Statements
December 31, 2007

3. Future accounting changas
Financial insrurmnis, presentation and disclosure

The CICA hes fssuad twro new stamdards: Handbook Sections 3862, Amancal nsimmernts -
Disclosure, and 3363 Finarcizl Instimsnts — Prosgpfatior:, bolh issued In December 2008,
gl revise the cument standards nn financial instrurnent disclosure ard preasntation, and
place increased emphasis on disclosures relating to the psk azsonisted with botk recognizac
and unrecognized finandial instruments =y how these riskes are managed. Saction 3863
establishes standards for prassntation of fnancia instrumemts and nor-finansial denvatives
and provides addiional guidancs wilh classfication of Angncisl inalroments, from the
perspective of the issuar hetween liakaliies and equity. Thesa seclions are effactive for vear
ends starting en of 3fer Coluber 1, 2007,

Capital disclosuras

Tha CICA has issued Seclion 1535, Capilal Discnswas, which establiishes guidelines for ihe
disciosure of infurrmation regarding he credit unien’s capital and how it is managed. Enhanced
disclosure with respent to the objectives. policies and processes for managing cagital and
quantitative dischsures aboul what the credit unien regands as capital is regquired. Thasa
sertinns are effeclive for year ends staring on or after Octobar 1, 2007,

4. {Cash resources 2007 P
Cash ang currenl aceounts 8 858,751 §  1.027.a06

Tarm deposite and acerued nberast
Callatle or malunng in three manths of loss B.5311,891 698 564
9,670,642 726,470

Term deposits and acchued interest
Zallgble ar maturing Lbetween bhree maonths
ang ane vear & B804 0Jg &, BER BST

¥ 16470642 3 14625228

Under governing legislation, fior liquidity purposos credil unions must maintain depesits with
Cradit Lnion Central of Biilish Columbia af at legst 8% of their deprsit and dabt liabilities.
The Credit Union cash resgurces axceadd the minimum figuidity requirement by § 10, 000,000
(2006, 58,000,000).




Ladysmith & District Credit Union

Notes to the Consolidated Financial Statements

Dacamber 31, 2007

5. Loans

Parsonal ipans
Residzntial mortgages
CHhor

Commetcial loans
Commercial morigages
ther

Accrued mierest

Allizwance for credil losses
Specific
Seneral

Mel kans

Allowanca for lnan |0sEes aw percantage of loans

Allcwance for loan lasses
Balance, beginning of year
Provizion for credit [osses, nel al recoveries
Loans writtan-off

§

$

2007 20086
48,000,697 S 48527.211
9,833,322 7,340,131
20,734,083 19,045,135
2,285,130 1,565 482
262,301 185,254
82,015,533 76,663,213

3 {15,045}

{327 000} {30-,136}

[327,000) {316,181}
B81.688,532 & 76347032

0.40% 0.41%

2007 20406
36181 S 308,933
12,000 11,569

{1.181) (4,321)
327000 § 316,181

Leans inchude $2 306,459 (2008: $15,045) that have been identified as impaired against whish

no spedlic alawances (2006 $15.045) have basn mada,

Mo specifiz allowance has heen made Farimgsired loans as Lhey are fully secured by real
mroperty and manapemenl belisves that the amounts ara fully recoverable,



Ladysmith & District Credit Union

Notes to the Consaolidated Financial Statements
Decambear 31, 2007

6. Invastments and other 2007 2006
shares
Credil Unian Central of Brtish Colurmbia 5 273482 3 265 451
CUIS 10,000 10,000
CUFF Srnrvices Lid. 23433 19,528
Agresment for 5ale receivable 404 681 412 6oA
Receivables and prepaids 336,685 105,55
5 1.048,281 5 13,548
Invesiment in shares of Credit Union Central of British Columbia i reguirsd by governing
begisietion and as & condition of @ menbership m Central,
7. Premisax and cgulpment 2007 206
Accumulatad Met Mat
Coet amortizat on book valuo ook value
Land b B4 350 % - 3 84,350 § 84,350
Building 1,672,504 Tas hed BBE 836 ¥32.803
Furmiturc and
equlpment 204,523 144 273 710,250 215,733
I ZB11.377F B g20. R4 % 1,681,536 & 1,032 986
8. [Dopesits 2007 2008
Demand 5 24926168 § 26477559
Mernbe mhip equity shares (Note 10) 2.4BT 452 2216047
Term 47,608,148 40 595 873
Registersd 2avings plans 19,748,950 18477970
Accnied inlerast 1,235,450 1,083,872
t 06086608 5 89861551

The Credit Unien Depaosit Insurangs Corporalon af British Columbla, 2 gevernmgnl
comporation, guaranices gll credil union deposits up lo $100.000 per "separate deposit” as

defined Ly [rgislation.

Undegr ayreaments with the trustess of the regustered savings plans, membesr contributions o
the pians are deposited with the Credit Unicss at rales of interest deternmined hy the Credil

Linian.

git!



Ladysmith & District Credit Union

Motes 1o the Consolidated Financial Statements
Decermber 31, 2007

9. Credit facilities

The Credil Union bas an opsaraling ling of credit with Credit Union Central of Brtish Colambia
secured by 2 debonture chargs on certain assels of the Credil Union.

10. Shares

Tha Credit Unice is aulhorized to issus two classes of shares: membership equity shares and
ron-equity shares, bott of $7 par value:

2 hembership equily shares are A requirement tor moemberehip in 1be Gradit Union and
ganarally ant redesmale on withdrawal Frorm roem bership.

. hirn-equily shares are not subject to estrictions on ownership and redemption; no
shares arg issded,

Membership aquity shares issued and outstanding are included in deposil balances [see
Mota &)

11. Capifal requirernents

The Credit Linion is requirsd Dy legislation o mamntain a minimum capilal base of B% of the
okl risk-weighted value of ils assets, each assat being assigned a risk factor based on the
pratability that a loss may beincurrad on ultimate realization of (hat asaat,

At Dacembar A1, 2007, the Credil Union has altained a capital base approximating 15%
[2006: 14%:) of the rizk-weighted value.

4Z. Interest rale sonsitivity

Matunly dates subslantally coingide wilh interest adjusiment dales. Amounts wilh floating
interast rates, or dus on demand. are alassifled as maludng within one year. Amounts that are
nat inlereal sensitive are grouped together, regardless of matunty, Althcugh a significant
amaunt of lpans and daposits can be setlled before matunty, no adipsiment has been made (o
gnhcipate rapayments,

The Credit Unian is sxposed tointerest rate rigk &= & conscauenos of Lhe nismatch, o gap
batwern the gegals and liabilities scheduled o reprce on particular dales

"



Ladysmith & District Credit Union

Motes to the Consolidated Financial Statements

December 31, 2007

12. intarast rate sensitivity (continuad)

The table bolow summarizes he carrying amounts ot the Credil Linkn's financial instouamenls
as at December 31, 2007 by the earlier of their contractual interest repricing or maturity datas
and the weightad average interest rates of interest sensitive balances,

|nlererl =emailive balanzes

Wilkin 1. weoar b Clyar Pt inferest Nucrage
1 yedr 1 yAard 4 yars BTl e Tolal ralas
Assets
sl
resanrtak 18258731 % 3 £ 211891 5 18,470,842 4 7a%
Loars 78320357 31,700,235 2005 A58 282 34 A1 088, 533 5. 10%
Imyestrnents
ad ckhey’ Al S G473, B 1,048,281 el
Lther 1,784,036 1, 7B4 035
45,462,730 21,700,283 20 905 182 TR B bl 100281 £392
Liakllithes
Sliawt-znmn borcwings 184,349 125,255 4. r5%
Depcsila 3,418,398 400,267 fAd B 403,403 Az 18z 05 036,508 o P3N
Payeddez and
ageriaks EL-LE BE 50 448
Foatai el earnimgs 4,307 e 4 327 (A7
44 415,359 45,251,834 G403 A03 B, U1 7. 0E5 100,381,492
et mizmakch
2007 F B0R1383 % (17.551.251) % 14,50Z0E9 % (6 0SRITV) § -
AUUE  CINOER RIS 2022 1] 16,558 6d5) [5 B BE 1] %

13. Fair value of financial instruments

The a=timated (air walves of the Cradit Union's financial insirsenls ars set ot below. Mo falr
values have hean determined (e prenises and equipment, of any other asset or liabiifty that is
not @ financial Insrument. The far values of cash rezcurces, varigbls rale oans, and olher
assets and liabilities ame Azsurmed o eyuat their ook values as ihe itams are short term in
nature, Thee fair values of fixed rata loans and deposits are determinsd Dy discounting the
expected fulure cash fiows al the estimated curent markel rales for loans and deposits wilh

zimilar charactenstics.

12



Ladysmith & District Credit Union

Notes to the Consolidated Financial Statements
Oeiember 31 2007

13. Fair value of financial instruments fconlinued)

2007 20006
Book value Fair valus Unfavourable nfavcLarable
Asgals
Cash resources S 18471000 & 1647000 & - % -
Loans 81,689,000 0,104, Doy {1,585,000) (751,000
Imvestmentsiolhar 1,048,000 1,048,000 % >
(1,585,000} {761,000)
Liabilities
Ceposits oG, 0gT, 000 95,215,000 (2,128,000 (2,060,000
Payables and
borrowvAng s 575,000 STE.000
(2,125,000) [2080.000%
Fair value difference § (713,000 § (2821,000)

The dilfarenaces between (ke book values and fair values of the Cradit Union's koans and
depugils are dus primarily to changes in inferest rates ansing since the ime the loans were
e and the deposits wore regsiver]. Az the Credit Union aprmally hokis these financial
instruments ke raturity, book values have nat been aajusted to reflect the differences. Nolall
financial instruments aa readily marketabls and, 23 8 result, aslimaes of fir value areg

subjective and should not be considerad precisa.

14. fKher incoma 2007 20095
Insurance commssions 3 656,273 3 918, a2
Account service fees 301,124 223 890
Luian fees 234 142 135794
Other 205 857 22T 142

& 1398123 % 1.105.574

13



Ladysmith & District Credit Union
Notes to the Consolidated Financial Statements

Decembar 31, 2007

15. Operating expenses 2007 2008
Adverising and member relations % 184,893 & 154,211
Amortization 203,904 185,805
Dala processing 503,447 43 432
Duas and assessmeants 63,444 B2 867
iInsurance 34,341 28 3BZ
Meetings and ravel 145,522 89938
Premises and office 277483 225910
Professionaf lees and duss 113,614 1337
Salaries and benefils 1,663,474 1,355,725
Service charges 207,533 205,194
§ 2,048,665 § 444018
16 Distnbutions i members 2007 2008
Dividerids an equily shares 3 157,681 & 130,615
Falronage rebates on leanz and deposits 28,964 185,730
% 456,845 & J35,245
17. Income taxas 2007 2006
Current income taxes g 105,035 § 7 209
Futura inacsmes takes 2,000 8,000
5 107,035 % 69,259
Ircaiie tax expensa differs from the amaunls thal would be cblained by applying the
combined Canadian Federal and Provincial statulory e tax rates 10 income belore
income taxas. This differsice results trom the follewing:
2007 2006
Cormbined future fedaral and provincial statuory ate 5 186,803 % 173,822
Rata reducticn applicabla thraugh small business
daduckion ar rale appiicable to cradit unions (93,225} {84 107)
Uther, net 1,457 {416}
3 107,035 5 B8 259

14



Ladysmith & District Credit Union

Notes to the Consolidated Financial Statements
Oecembar 31, 2007

17. Incom:: tazes [Contnued)

The B2 affects of tem parany difieenzes thal give rize o signiflcart pertions of the future {ax
agsel @ as follows:

2007 2006
Premises and squipmert 5 mane F 44 000G
Gumulative =ligible capital o, 500 7.000
Alkraance for credit [osses 58,000 53,500

¥ 102,500 § 10+ 500

18. Other information
Dirgidors received remunaralion of 12,336 (2006: §11,348).

&t December 31. 2007 0ans to vinedors and employess of the Credit Winion amaunied to
B4, 568,187 (200R: 53 437,077, 4l such loans were granted naccordanca wid nomal

lending (eims.

15
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