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MESSAGE FROM THE CHAIR

Dear Minister Hansen:
Over the last year Columbia Basin Trust took a number of steps to support the efforts of the people
of the Columbia Basin in the most meaningful ways possible. As the Columbia Basin region continues
to evolve, Columbia Basin Trust (CBT) must evolve with it, and we have a responsibility to ensure that
our programs, initiatives, and resources truly benefit Basin residents.
We chose “Focusing on Communities” as the theme for our Annual Report this year because more
than ever, we are engaged with the many communities of the Basin, looking for ways we can help them
achieve their goals. Our Basin is home to a number of diverse communities, from our unique towns
and villages to groups of residents who share common interests and concerns. Our role is to help each
of these communities grow stronger, and to work together.
While we did not achieve our targeted return on our investments
in real estate, loans and securities of 6%, we did see our revenues
from our investments grow significantly, and were able to meet our
target for operational efficiency. For the first time, we were able
to distribute over $5 million in the Columbia Basin region. We did
this in part by supporting a number of long-running programs
that serve a variety of communities in the Basin. Several of our
program partners will now receive funding for more than one
year, and this means they will be able to offer consistent and high
quality programs to residents. Partnering with regional organizations is part of our commitment to developing the capacity of
groups within the Basin. We will be evaluating our programs on a
scheduled basis. In the coming year we look forward to reviewing
three programs, and considering how we can improve them for the
benefit of Basin residents.
“We are engaged with the many communities
of this Basin, looking for ways we can help
them achieve their goals.”
Over the past year, our efforts at engaging effectively with the people of the Basin have been incredibly diverse. We have provided information to Basin residents on the current and expected impacts
of climate change in the region. We have helped a coalition of Basin youth centres come together to
address their common issues, and ensure the youth of this region are appropriately supported as active
community members. We are developing accessible and relevant information on the social, economic,
and environmental state of the Basin. These are just a few of the ways we are involved in the everyday
issues of our Basin communities. We also have been setting priorities as an organization, in order to
ensure that we have resources available to address critical Basin issues.
This past year also saw the retirement of two key individuals from CBT who were energetic advocates
for the Basin. On behalf of the Board of Directors, I would like to acknowledge the many contributions of Josh Smienk who retired this March after twelve years as Chair and Board member. Josh was
instrumental in the formation of this organization, and his leadership since then has been invaluable.
His efforts mean that future generations of residents will see some benefits created by the Columbia
River Treaty returned to this region.
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I would also like to take this opportunity to thank outgoing director Dieter Bogs for his years of
service on the CBT Board. Dieter was one of the founding Board members who helped create CBT.
Throughout his years on the Board, he provided insight and advice on a number of issues.
In March 2007, the Province approved the appointment of two new individuals to the Board. They are
Paul Peterson, from the Regional District of Central Kootenay and Bill Trewhella, from the Regional
District of Kootenay Boundary. I look forward to working with each of them.
The 2006/07 Columbia Basin Trust Annual Report was prepared by staff under the Board’s direction
in accordance with the Budget Transparency and Accountability Act and the BC Reporting Principles. The
Board is accountable for the contents of the report.
The information reflects the actual performance of Columbia Basin Trust for the year ended March
31, 2007 in relation to the 2006/07-2008/09 Service Plan. The measures presented are consistent with
the Columbia Basin Trust’s mission and goals, and focus on aspects critical to the performance of CBT.
The Board is responsible for ensuring internal controls are in place for the accurate and timely measurement of performance information.
All significant decisions, events and identified risks, as of May 31, 2007, have been considered in
preparing the Annual Report. It contains estimates and interpretive information that represent the
best judgment of management. Any changes in goals, strategies, measures or targets made since the
2006/07-2008/09 Service Plan was released and any significant limitations in the reliability of data
are identified.

Garry Merkel, Chair

“For the first time, we were able to distribute
over $5 million in the Columbia Basin region.”

Annual Report



MESSAGE FROM THE CEO

Dear Basin Residents:
The 2006/07 year for CBT has presented both unique challenges and rich rewards. In response to feedback we have received from Basin residents, and in recognition of our accountability to the public, we
have refocused our efforts on the communities of this Basin, and are making sure our work supports
them. We are always learning about how we can best meet the needs of the people of the Basin, and are
committed to doing the best job we can for them.
We have a broad mandate – social, economic, and environmental – and limited resources in terms of
funding and staff. We recognized a need to set strategic priorities as an organization, so that we could
focus our work on critical areas and measure our progress against our priorities. We have therefore
drafted three-year strategic priorities, and are currently reviewing them with Basin residents. Once these
priorities have been finalized, we will add them to the document that guides all of our work in the Basin,
the Columbia Basin Management Plan.
Setting three-year priorities is only one part of responding
to the critical issues faced by Basin communities. The
next step is ensuring that our programs and initiatives link
back to these priorities. We have advisory committees of
Basin residents, representing the social, economic, and
environmental communities of this region. We turn to
them for advice on how to address our priorities through
our programs and initiatives. These advisory committees
are made up of dedicated and energetic volunteers, and I
wish to thank them for their efforts over the past year.
We also have staff working in towns throughout this
region. In engaging with communities, we look for the
best ways we can help them achieve their objectives.
Sometimes this means we fund projects like the purchase
of a community building in Proctor so that local residents
have a great facility to use. Sometimes it means we make
up to date information about the region available to Basin
residents so they have a strong basis on which to make
community decisions. We also partner with existing regional organizations, which have their own strong
community networks. One example is the Columbia Basin Alliance for Literacy, which offers a variety
of programs aimed at addressing specific literacy issues in communities. Over the next year, we will
continue to increase our presence in the Basin.
In the fall, CBT will be hosting a public symposium, an opportunity for all the people of our area
to come together as a Basin community. CBT strengthens communities by providing information,
convening people around key issues, encouraging collaboration and supporting planning. The symposium is one way to do this, and we look forward to discussing the issue of sustainable growth in Basin
communities at that event.
Our participation in Basin communities is supported by the financial returns created through our
investments. The Arrow Lakes Generating Station has now been operational for almost a year, since
repairs were completed to the approach channel, and earnings from our power projects increased as a
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result. Construction on the Brilliant Expansion continued in 2006/07, and we look forward to its
completion this summer. We expect to see even higher returns from our power projects next year as
a result. We continue to support the seniors’ community within the Basin through our investments
in congregate care facilities and we have now invested in 585 congregate care suites throughout
the region. Next year, we expect to provide $7 million worth of programs and initiatives with the
returns from our investments.
I wish to offer my thanks to all of my colleagues at CBT, including our Board and staff, who are so
committed to this organization. I wish to also thank the people of the Basin for continuing to work with
us. Their efforts benefit the many communities in the region we all call home.

Neil Muth, CEO

“Over the next year, we will continue
to increase our presence in the Basin.”
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ORGANIZATION OVERVIEW

Columbia Basin Trust encourages growth and self-sufficiency, and promotes social, economic, and
environmental well-being in the southeast corner of British Columbia. The region’s boundaries are generally defined by those watersheds which flow into the Columbia River in Canada and the areas within
BC most affected by the Columbia River Treaty, as set out in the Columbia Basin Trust Act.
Endowments provided by the Province of B.C. to CBT represent a return of some of the financial
benefits that result from the Treaty to the region most affected.
Using endowments provided by the Province of B.C., CBT makes investments and uses the income
earned from its investments to provide benefits to the people of the Basin through a variety of
programs, initiatives and resources. CBT was established when the Legislature passed the Columbia Basin
Trust Act in 1995.
Our Vision
The Columbia Basin is a place where social, environmental, and economic well-being is fostered, where
collaborative relationships and partnerships exist among stakeholders and form the basis for social and
economic activities, and where the economy is diverse, resilient and energized.
Our Mission
The Columbia Basin Trust supports efforts by the people of the Columbia Basin to create a legacy of
social, economic, and environmental well-being and to achieve greater self-sufficiency for present and
future generations.
Our Values1
The values that govern the management and operations of CBT are:
Inclusiveness
• CBT includes the people of the Columbia Basin in planning and decision-making.
Collaboration
• CBT works with the public and other agencies and organizations.
Respect for diversity
• CBT respects the history and diversity of the people and communities of the Columbia Basin.
Responsibility
• CBT takes into account the Columbia Basin residents’ economic, environmental, social and
sustainability values. CBT strives to openly and explicitly balance maximizing benefits and minimizing
negative impacts.

1 CBT recently completed a review of these core values and expects to update them in 2007/08.
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Focusing on Partnerships
Columbia Basin Trust partners with many organizations in the Basin in delivering and
administering programs for residents. Over the past year, CBT has sought to strengthen
these partnerships, in recognition of their importance to communities.
This spring for the first time ever, CBT committed to providing multi-year funding to a number
of its partners. Traditionally, CBT has made annual commitments to partners. This created
some uncertainty and challenges for partner organizations in planning for the long-term and
providing the best possible services to the public.
Now a number of partners have received a commitment from CBT to fund these important
programs for the next two or three years. Programs such as the free counselling available for
small and medium sized businesses or literacy services offered throughout the region are
now better able to serve Basin communities.
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Delivery of Benefits – Collaborating with Basin Communities
The range of CBT Delivery of Benefits activities fosters the social, environmental, and economic wellbeing of Columbia Basin communities, and varies in scope, cost and objective. CBT develops these
activities in consultation with advisory committees comprised of Columbia Basin residents, who help
identify regional priorities, as well as priorities related to specific issues.
In accordance with the Columbia Basin Trust Act, the work of CBT in the region does not relieve any level
of government of its obligations within the Columbia Basin.
For a full description of CBT programs and initiatives, visit www.cbt.org.
Working with Community Partners
CBT works with a number of partners to offer a range of programs:
•

Partnering with each of the five Regional Districts in the Columbia Basin and the Ktunaxa
Nation Council to support projects that are identified as priorities within their communities
through the Community Initiatives Program.

•

Supporting arts, culture and heritage projects throughout the Basin through the Columbia
Kootenay Cultural Alliance.

•

Support for Environmental Initiatives in partnerships with The Land Conservancy of BC,
Columbia Kootenay Fisheries Renewal Partnership, and the Columbia Basin Environmental
Education Network.

•

Providing free and expert counselling to small and medium businesses throughout the Basin
through the Basin Business Advocates Program.

•

Sponsoring tuition and course fees for short-term training that helps people get jobs through the
Training Fee Support Program.

•

Helping address literacy issues in Basin communities through the Columbia Basin Alliance
for Literacy.

Annual Report
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Focusing on Youth
Working with Columbia Basin youth is a priority for CBT. Ongoing youth participation helps CBT
create a legacy of well-being for future generations of Basin residents.
One of CBT’s advisory committees is made up of 12 young people from the Basin. The
committee helps identify key youth issues in the region and ways CBT can support youth
in addressing those issues. CBT empowers the committee by giving it a meaningful role and
decision-making powers. The committee’s goals include developing the skills and leadership
ability within each youth member.
Over the past year, the advisory committee has approved many youth-driven, youth-supported
and youth-involved projects through its granting program. Applicants to this program are assisted
by CBT in the development of their project applications.
Another youth initiative at CBT is our media program, which includes a magazine and a website where content comes primarily from youth of the region. In the past year, CBT evaluated
the program, and will be implementing its recommendations, ensuring the media program is
an effective forum for youth issues and concerns.
CBT also seeks to aid existing Basin organizations that support youth development. Over the
past year, CBT started working with youth centres throughout the Basin, and will provide
ongoing support to a coalition of youth centres.
The advisory committee has also worked on identifying longer term goals and objectives related
to youth issues, and this guidance is captured in a three-year strategic plan. This guidance will
help CBT find ways to empower young people to be engaged with their communities.

Columbia Basin Trust
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Working in Basin Communities
CBT works with community members on issues that are important to them, and has a number of
programs that support this work:
•

Contributing to social, economic, and environmental projects that demonstrate strong
community support, build on a community’s strengths and encourage growth through the
Community Development Program.

•

Ensuring long-term water quality and quantity issues in the Columbia Basin region are addressed
according to residents’ values and views.

•

Working with the youth community in the Basin by supporting youth-driven and youth-selected
projects, and creating a forum for Columbia Basin youth to connect with one another and
exchange information about issues through a magazine and website.

•

Protecting ecologically-sensitive land and maintaining it such
that it reflects a range of community values through the Land
Conservation Initiative.

•

Funding for post-secondary education for high school and
college students who volunteer in their communities.

Annual Report
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“CBT works with community members
on issues that are important to them and
has a number of programs that support
this work.”

ORGANIZATION OVERVIEW

Focusing on Water Issues
Water is a key aspect of the CBT mandate, identified as a priority during CBT’s formation.
Through the Water Initiatives Program, CBT is committed to working with Basin residents to
improve their understanding and involvement in water.
The Columbia Basin Trust works with Basin residents to:
•	Increase understanding, and build collective wisdom around water and watershed issues
in the Basin,
• Act as a facilitator and convener on key water-related issues, and
• Increase residents’ opportunity for involvement and influence in water management.
Over the past year, CBT participated in many water-related activities in communities throughout the Basin. These included:
• Providing terrain models of the Columbia Basin to various communities for educational 		
		
purposes,
• Working with a variety of partners to provide water-related educational material to 		
		
schoolchildren,
• Hosting a water conservation symposium for Basin communities,
•	Initiating a climate change education awareness campaign and publishing a report on 		
		
the impacts of climate change in the region,
• Preparing a national public service announcement on the importance of water to the 		
		
Basin, and
• Hosting water-related educational panels and workshops in communities throughout 		
		
the Basin.
Working with the public to ensure long-term water quality and quantity issues in the region are
addressed according to residents’ values and views will remain an important focus for CBT in
the coming months.

Columbia Basin Trust
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Investments – Profits Returned to Basin Communities
The CBT Investment Program generates the returns that fund Delivery of Benefits programs and
initiatives. In addition to creating financial benefits for the organization, the investments in the CBT portfolio promote social, economic, and environmental well-being in the Columbia Basin. For example, the
investments provide high quality care for seniors, create jobs in the region, generate clean, green power,
and demonstrate CBT’s confidence in local initiatives.

Power Projects
CBT is a fifty-fifty partner with Columbia Power Corporation (CPC) on four major power projects in
the Columbia Basin. CPC manages the projects on behalf of both partners and the net income generated
through the sale of hydroelectricity from the projects is split equally between the partners. CBT’s share
of the income from power sales amounted to just over $14.5 million in 2006/07. CBT and CPC’s
operational power projects are the Arrow Lakes Generating Station on the Columbia River at the Hugh
Keenleyside Dam and the Brilliant Dam on the Kootenay River (both near Castlegar). The partners are
also constructing the Brilliant Expansion project, near the Brilliant Dam, which consists of a 120 MW
power generation facility. This project is scheduled for commercial operation June 2007. The partners
are continuing to work through the project evaluation for the fourth major power project - the Waneta
Expansion on the Pend d’Oreille River near Trail. This expansion is currently in the environmental
assessment stage.
Real Estate
CBT is a fifty-fifty partner in six housing facilities that provide congregate care for seniors in the Columbia
Basin. Located in Castlegar, Cranbrook, Invermere, Fernie, Creston, and Kimberley the facilities provide
585 living suites and offer a range of care to accommodate the various needs of Basin seniors.
Commercial Loans
CBT participates in lending syndicates for commercial loans with Columbia Basin credit unions. Through
these investments, CBT earns a return on money invested in Basin businesses and advances economic
well-being and self-sufficiency.
Income Securities
A portion of the CBT investment portfolio rests in short-term income securities which earn a guaranteed
rate of return.

Annual Report
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Focusing on Seniors
With 74 suites, Garden View Village in Kimberley is the most recent CBT investment in seniors
care facilities in the Columbia Basin. Construction on the Garden View Village began this year,
and the facility will open its doors later in summer 2007. Housing and care for seniors who wish
to continue living in Kimberley, close to their families and friends, will be offered.
Like other CBT investments in seniors care facilities, Garden View Village reflects a
community way of life in its design and services for residents. The layout and atmosphere of
the village allows seniors to enjoy their independence. A strong sense of community is also
created through planned group activities and common dining and social areas where residents
can gather. For residents who require help with day-to-day activities, the village includes 13
assisted living suites.
Garden View Village also includes accommodation for low-income seniors. Provided in
partnership with BC Housing, a total of 21 units at the facility are available for these individuals.
This investment will bring positive financial returns to CBT, and present new living opportunities
and alternatives for the seniors community in Kimberley.

Columbia Basin Trust
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Alignment with Provincial Strategic Plan
CBT investments and its social, economic, and environmental programs and initiatives are helping to
build a strong and lasting legacy for the communities within the Columbia Basin and the Province of
British Columbia. In 2006/07, CBT activities in the Columbia Basin region were in line with the goals
set by the Provincial Government.
Provincial Goal #1 - Make British Columbia the best educated, most literate jurisdiction in North
America.
CBT Activities - CBT supports literacy throughout the Columbia Basin and provides tuition for shortterm courses that lead to employment. CBT also offers service awards for graduating high school
students, as well as mature students attending colleges in the Basin. CBT was a major contributor to the
new public library facility in Cranbrook that created a larger, more accessible venue in the Basin’s largest
community. CBT also provided support to two other public libraries in Elkford and Nakusp.
Provincial Goal #2 - Lead the way in North America in healthy living and physical fitness.
CBT Activities - In the last year, CBT sponsored a number
of upgrades to existing recreational facilities and parks in the
region. CBT provided support to many recreation and sport
initiatives throughout the Basin, including an initiative that
offers accessible and affordable opportunities for children and
youth to participate in physical activity.
Provincial Goal #3 - Build the best system of support in
Canada for persons with special needs, disabilities, children at
risk and seniors.
CBT Activities - CBT furthered its investments in seniors
housing projects, including a new investment in a Kimberley
facility that will provide accommodation for low-income
seniors. CBT also contributed to a program aimed at supporting
people with developmental disabilities.
Provincial Goal #4 - Lead the world in sustainable management, with the best air and water quality,
and best fisheries management, bar none.
CBT Activities - The CBT and CPC power projects produce green power through the use of a
renewable resource, in addition to improving fish habitat downstream. CBT also supports a number of
significant environmental projects in the region. Many of these initiatives focus on educating younger
generations about sustainable resources. In the last year, CBT also sponsored a major water conservation symposium.
Provincial Goal #5 - Create more jobs per capita than anywhere else in Canada.
CBT Activities - A number of CBT investments create jobs in the Columbia Basin, whether during
construction of a project like the Brilliant Expansion or during the operation of seniors housing projects.
Many other initiatives and projects that CBT supports offer employment to Basin residents on a smaller
scale. CBT also continues to fund free one-on-one counselling for small and medium businesses which
are important employers within the Basin communities.
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Reporting Relationship with the Province of BC
CBT is a Crown corporation subject to the Budget Transparency and Accountability Act and is within the
Minister of Economic Development’s portfolio.
In the summer of 2006, CBT and the Minister of Economic Development agreed to the Shareholder’s
Letter of Expectations, which confirmed the roles and responsibilities of both parties. The activities
of CBT have been consistent with the Shareholder’s Letter of Expectations. To view the Shareholder’s
Letter of Expectations, visit www.cbt.org.

Columbia Basin Trust
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This report on performance compares CBT’s results for the 2006/07 year to the goals, strategies and
performance expectations described in our 2006/07 – 2008/09 Service Plan.

2
3

These strategies were updated (for the next three fiscal years) in the 2007/08 – 2009/10 Service Plan. See Appendix 1 for the goals, strategies, measures and targets from this Service Plan.
The goal was changed from previous Service Plans to clearly link the primary function of the Investment Program (generation of income) to Delivery of Benefits in the Basin.
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Delivery of Benefits
In 2006/07, CBT returned over $5 million in direct funding benefits to Basin communities, by providing
a range of programs and initiatives.
This past year, CBT began the process of evaluating one of its longest running programs, Community
Initiatives, and expects to complete the evaluation over the summer. Although this process was delayed
due to an unexpected shortfall in staffing and a need to address other organizational priorities,
completing the evaluation over the summer will provide CBT with enough time to review the results of
the evaluation and recommendations before the current ten year funding commitment to the program
expires on March 31, 2008. To ensure programs are reviewed on a consistent basis in the future, CBT
has developed an evaluation schedule and anticipates evaluating two additional programs in 2007/08.
The results of these evaluations give CBT meaningful information about the impacts of the programs
in Basin communities and their overall effectiveness.
In 2006/07, CBT continued to develop a prototype indicator
report on the social, economic, and environmental state of the
Basin and these indicators will be useful tools that report on key
trends and promote dialogue amongst communities, which will
improve decision-making and facilitate action. Eventually, these indicators may help CBT understand
how its social, economic, and environmental programs and initiatives have impacted the region, and
may help guide future decision-making.

“CBT returned over $5 million in benefits to
Basin communities, by providing a range of
programs and initiatives.”

Over the past year, a working group composed of CBT advisory committee members has provided
advice on one draft reporting model and indicators. CBT has also worked with technical advisors from

4

This target was revised in the 2007/08 - 2009/10 Service Plan to clarify that the main focus of this work is to develop a prototype indicator report.
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similar projects. CBT is currently seeking public input on the State of the Basin model. Revisions will
then be made, and CBT expects to complete the prototype in 2007/08.
The measure and targets for Delivery of Benefits provide CBT with an indication of how it is fulfilling
its goal of strengthening the social, economic, and environmental well-being of the Basin. The measure
and targets may be amended after CBT finalizes its strategic priorities for the next three years and its
desired outcomes.
CBT uses internal data in the measurement of its Delivery of Benefits performance. Management
reports to the Board on the status of major Delivery of Benefits initiatives every two months.
Investments
The goal of the Investment Program is to generate a predictable, sustainable, and appreciating income
stream to fund Delivery of Benefit obligations and corporate operating expenses. This overarching
goal applies to the entire investment portfolio, including power assets, commercial loans, real estate,
and income securities.
Predictable: CBT should be able to forecast financial returns with a relatively high degree of certainty.
Sustainable: Investments will be managed such that variability of returns is minimized.
Appreciating: The income generated from investments will grow over time.
To fulfill this goal, CBT has prepared a draft Statement of Investment Policies and Procedures (SIPP)
to guide and govern the investment process. The draft SIPP will be reviewed by a panel of financial
industry professionals at the final stage of technical assessment. The SIPP will also be available for
review and comment by Basin residents in the summer of 2007, and then be submitted to the CBT
Board for adoption.
Power Projects
Columbia Power Corporation has calculated a return on equity of 4.7% for 2006/07. This return
includes the results of operations of 3.3%, as well as the benefit of partial recovery of costs for
repairs to the intake channel of the Arrow Lakes Generating Station, 1.4%. Although the overall return
is a marked improvement from 2005/06, it remains relatively low
“The goal of the CBT Investment Program
as a result of development and expenditures on the Brilliant Expansion project. With full operations restored at the Arrow Lakes
is to generate a predictable, sustainable, and
Generating Station and the Brilliant Expansion nearing operation,
appreciating income stream to fund Delivery
CBT management is optimistic the return on equity will continue
of Benefit obligations and corporate
to improve over the coming year.
operating expenses.”
Arrow Lakes Generating Station
Commercial operation of the Arrow Lakes Generating Station was fully restored in May 2006 after the
successful completion of repairs to the concrete lining of the intake channel. Power sales revenue to
CBT of $5.2 million was consistent with forecast, and is expected to improve further in 2007/08 as a
result of a full year of operations.

Annual Report

19

REPORT ON PERFORMANCE

In addition to power sales revenue, CBT received $7.2 million from the project insurer to partially
compensate for the cost of repairs (both permanent and temporary) as well as for lost revenue due to
the cessation of operations for repairs. CBT and CPC are now working in cooperation with the project
insurer to pursue remedies that exist under design-build contracts and construction warranties.
Brilliant Dam
The Brilliant Dam continued to perform as forecast and contributed $5.1 million to the power revenue
of CBT. The majority of power is sold to Fortis BC under the terms of a 60 year contract however,
6% of the energy is sold under a short-term agreement with Powerex, a subsidiary of BC Hydro. This
approach to power sales allows the project owners to benefit from short-term price increases, while also
providing long-term certainty for the majority of the energy.
Brilliant Expansion
Construction activity at the Brilliant Expansion is nearing completion with commercial operation
scheduled for the summer of 2007, some ten months later than originally planned. Although development costs incurred to date are within budget, the contractor has submitted claims as of March 31,
2007. CPC and CBT are conducting a review of these claims. The final impact of these claims cannot
be reliably estimated at this time.
Approximately 90% of power generated by the Expansion has been sold to BC Hydro for a 20-year
term. The remaining 10% is available for sale on the open power market.
Waneta Expansion
Considerable pre-development work continues on the Waneta Expansion project. The environmental
review process with provincial and federal agencies is well advanced and the assessment of economic
feasibility is ongoing. Subject to satisfactory outcomes of these processes, project development would
reach the stage of a design-build competition where contractor/engineering teams are invited to submit
price proposals for construction. This competition is tentatively scheduled to commence in the summer
of 2007.
Non-Power Investments
The non-power investment portfolio delivered a return on investment of 4.5%. Although below the
targeted return of 6%, the performance continues to trend favourably and CBT is optimistic this will
continue into the coming year.
The absence of loan losses in the commercial loan portfolio had a favourable impact on return. However, the relatively modest performance of income securities tempered the overall results. Staff moni-

5 This rate of return calculation is based on investment income reported in the statement of operations less CBT overhead management expenses, and is consistent with
the previous calculations.
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tors financial performance quarterly and in early 2006/07 identified the return on securities to be below
that required to satisfy the 6% target. To address this shortfall, staff have included a framework in the
draft Statement of Investment Policies and Procedures that is expected to generate greater return on
these investments while maintaining an acceptable level of risk.
Real Estate
Over the course of 2006/07 CBT substantially completed an additional 176 seniors’ living suites by way
of new construction and additions to existing facilities. This raises the total number of congregate care
units in the real estate portfolio to 585, with facilities in six different Basin communities.
Commercial Loans
Income from commercial loans fell to $878,000 from $1.5 million in 2005/06. Part of the reduction is
due to normal course repayment of existing investments, with the remainder attributable to extraordinary income received in 2005/06 that is not expected to recur in the future.
Significant efforts have been made to reduce the risk of the commercial loan portfolio and the result
has been an elimination of specific loan losses and provisions for 2006/07. Although overall income fell
for the year, when the favourable trend in loan losses is taken into account, CBT experienced a material
improvement in the financial performance of the portfolio.
CBT investment staff is actively engaging with financial industry professionals, accounting and legal
advisors, as well as general industry entrepreneurs who will assist CBT in originating quality, regional
investment opportunities.

Income Securities
Cash resources are maintained in short-term income generating securities until such time as they are
required for regional investment opportunities, Delivery of Benefit obligations, or corporate operating
expenses. At year end the average rate of return on these instruments was approximately 4.4%.
Although the return compares favourably to other short-term investment options, opportunity exists to
improve the performance through a more active management strategy.
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Corporate Operations
Through its corporate operations, CBT aims to effectively manage its Investment and Delivery of
Benefits obligations. Corporate operating expenses include all operating expenses under direct control
of CBT.
Expenses incurred related to the Delivery of Benefits include staffing costs. Many CBT staff directly
work on various programs and initiatives in communities, and their work enables CBT to engage with a
range of community members on issues. This approach is consistent with CBT’s principle of providing
different forms of support to communities, in addition to direct funding.

The Province is providing $2 million per year for CBT operating costs until 2010/11.
In 2006/07, CBT exceeded its target as corporate operations as a percentage of revenues were at 21%.
This decline is a result of total revenues being 20% higher than forecasted. Power project income from
Arrow Lakes Generating Station was higher than anticipated due to recoveries of channel repair costs.
The cost of corporate operations was relatively close to the forecast.
CBT prepares forecasts of its revenues and corporate operations costs quarterly and is able to report
out on its actual performance after fiscal year end and once the external audit is complete. CBT
forecasts are affected by information provided by CPC relating to the power projects.

6 CBT recently made changes to its financial statement presentation of revenues and expenses. Previously, all expenses incurred at a CBT subsidiary or joint venture level
were netted off their respective revenue category. Expenses incurred at a subsidiary level that are within the control of CBT management are now shown under operating
expenses on a line by line basis. Expenses incurred at a joint venture level are still netted off their respective revenue category. The intent of this new format is to provide
a reader of the financial statements with a better understanding of all the expenses incurred that are within control of CBT management. The target for 2006/07 of 25%
was adjusted in the 2007/08-2009/10 Service Plan to reflect the changes in financial statement presentation. Before this change in format, the historical percentages for
actuals in 2004/05 and 2005/06 respectively were as follows: 32% and 21%. The percentage in the 2007/08-2009/10 Service Plan for the 2005/06 actual result was 27%
due to the treatment of a business loan provision of $650,000, which was netted off of business loan income. This provision is now included in corporate operations
expense, resulting in an adjusted actual of 29% for 2005/06.
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GOVERNANCE

The Board of Directors is responsible for establishing and following sound governance principles. Its
governance practices are generally consistent with the Board Resourcing and Development Office’s
Best Practice Governance and Disclosure Guidelines for Governing Boards of BC Public Sector
Organizations. For more information on CBT governance practices and their compliance with the Best
Practice Governance Disclosure Guidelines, visit www.cbt.org
CBT governance principles include:
Preparation
Directors will ensure they are fully prepared to address the business of CBT.
Transparency
To the greatest extent possible, the actions and decisions of CBT will be transparent and open to
Columbia Basin residents.
Participation and Commitment
Directors will ensure they participate fully as Directors and are capable of meeting their commitments
to CBT.
Service
The Board of Directors will act in the best interests of CBT, which serves the Columbia Basin region
as a whole.
The Board of Directors ensures that the Basin Regional Districts and Ktunaxa Nation Council are
aware of CBT activities and major initiatives, and also communicates with the Ministry of Economic
Development, which provides information on the Province’s policies.
The Board assesses its performance following each regular Board meeting.
Board of Directors7
Josh Smienk, Chair
Denise Birdstone
Greg Deck
Ron Oszust

Garry Merkel, Vice Chair
Dieter Bogs
Ron Miles
Mike Rouse

Mike Berg
Evelyn Cutts
Jim Miller
Jeannette Townsend

Senior Management
Neil Muth, President & Chief Executive Officer
Wally Penner, Vice President, Community Partnerships
Johnny Strilaeff, Vice President, Investments
Robert Krysac, Vice President, Finance & Operations
Committ

7 Terms for Josh Smienk and Dieter Bogs ended on March 31, 2007. Paul Peterson and Bill Trewhella were appointed to the Board as of April 01, 2007.
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2006/07 Board of Directors: Left to right, top row: Garry Merkel, Greg Deck, Josh Smienk, Mike Berg,
Evelyn Cutts, Dieter Bogs, Ron Oszust, Jeannette Townsend, Jim Miller, Denise Birdstone, Ron Miles.
(Mike Rouse missing)
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2006/07 Board Committees
The Executive Committee oversees matters on behalf of the Board of Directors.
Josh Smienk, Chair
Ron Oszust

Garry Merkel, Vice Chair
Mike Rouse

Greg Deck

The Audit Committee is responsible for financial oversight and ensures that CBT’s financial information is accurate.
Mike Berg, Chair

Ron Miles

Jeannette Townsend

The Investment Committee oversees the management of the CBT Investment Program and develops
and reviews investment policies and procedures.
Greg Deck
Mike Rouse, Chair
Josh Smienk		

Jim Miller

The Delivery of Benefits Committee recommends an overall approach to returning benefits to the
Board, and is responsible for the administration of the CBT Community Development Program.
Ron Oszust, Chair
Evelyn Cutts, Vice Chair
Denise Birdstone
Dieter Bogs
Ron Miles
Josh Smienk
		
The Water Initiatives Committee is responsible for developing and overseeing a strategy to address
water initiatives in the Columbia Basin.
Garry Merkel, Chair
Josh Smienk

Dieter Bogs
Ron Oszust

Evelyn Cutts
Jeannette Townsend

Boards of CBT Subsidiaries
For commercial and legal reasons, CBT has a number of subsidiaries that hold its interests in investments. The boards of these subsidiaries do not address policy matters, which are addressed by the CBT
Board. Directors for all the following subsidiary boards consist of senior management: Neil Muth
(President & Chief Executive Officer), Robert Krysac (Vice President, Finance & Operations), and
Johnny Strilaeff (Vice President, Investments).
•

CBT Commercial Finance Corp. holds CBT interests in commercial loans.

•

CBT Real Estate Investment Corp. holds CBT interests in real estate.

•

CBT Venture Capital Corp. is a non-operating holding company as CBT has no active venture
capital investments at this time.

•

CBT Energy Inc. (CBTE). is the main CBT subsidiary related to power projects.

•

CBT Arrow Lakes Power Development Corp. is a subsidiary of CBTE that holds its interests
in the Arrow Lakes Generating Station joint venture with CPC.

•

CBT Brilliant Expansion Power Corp. is a subsidiary of CBTE that holds its interests in the
Brilliant Expansion joint venture with CPC.

•

CBT Power Corp. is a subsidiary of CBTE that holds interests in the Brilliant Dam joint
venture with CPC. CBT Power Corp. also holds interests in the Power Project Joint Venture with
CPC, which is responsible for assessing joint venture power projects before they are developed.
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MANAGEMENT DISCUSSION & ANALYSIS

Introduction
This Management Discussion and Analysis of the financial condition and results of operation of CBT
should be read in conjunction with the audited Consolidated Financial Statements and Notes for the
year ended March 31, 2007. The financial data reported was prepared in accordance with Canadian
generally accepted accounting principles (GAAP) and presented in Canadian dollars. Where the financial
results of power project and real estate joint venture activities are reported, the amounts shown represent
CBT’s 50% share.
Overview
CBT investment capital is primarily invested in hydroelectric power projects and CBT is highly dependent
on income from these assets to finance its future operations and the Delivery of Benefit obligations.
The remaining portion of CBT’s investment capital is placed in real estate, commercial loans and
income securities.
CBT deals with a number of risks as a result of its reliance on one asset class for the majority of its
income. The potential impact of lower income or losses from power projects has to be given full
consideration. CBT must also take into account the possibility of losses from non-power investments
and the impact this could have on the financial status of the organization.
Key Factors
Financing power project construction at competitive rates and the sale of the capacity and energy from
these projects at market prices is critical for CBT. The prudent investment of the non-power investment
capital is necessary in order to be able to generate a consistent and predictable level of income and cash
flow in the future. Completion of the construction of the Brilliant Expansion project will provide CBT
and CPC with a more diversified portfolio of power assets that will ultimately generate more predictable
levels of cash flow and income.
Rising energy prices have increased the level of interest in energy assets in the capital markets. This
may provide CBT and CPC with greater opportunity to finance the Waneta Expansion project. The
experience gained from building the Arrow Lakes Generating Station and the Brilliant Expansion
project has put CBT and CPC in a better position to plan for the construction of the Waneta Expansion
project. The knowledge acquired from creating and implementing two design-build contracts will be
invaluable for a third project. However, CBT and CPC are continuing to assess the overall feasibility
of the project.
The implementation of a new investment policy will result in a more prudent and active approach to
investing the non-power capital. This should provide CBT with a more consistent and reliable stream
of cash flow in the future allowing the organization to predict a level of disbursements with a higher
degree of certainty.
The Delivery of Benefits in a fair and equitable manner is important for the reputation of the organization.
CBT must also be assured that its partnership arrangements and contracting practices for Delivery of
Benefits reflect best practices.
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RESULTS OF OPERATIONS
Power project income was substantially higher than the previous year due to higher income from the
Arrow Lakes Generating Station. Overall investment income was 17.9% higher than the previous year
due to substantially higher income from non-power income securities. This was offset by lower income
from loans. Contributions from the Province of B.C. were lower by over $10 million due to the one time
payment of that amount made in the previous year.

Arrow Lakes Generating Station
CBT’s share of revenue from Arrow Lakes Generating Station was significantly higher in 2006/07
compared to 2005/06 due to following factors:
•

The generating station was in operation for most of 2006/07,

•

Lower financing charges (partially offset by higher operating costs),

•

$7.2 million recovery from FM Global Insurance for the channel repairs compared to $3 		
million in 2005/06, and

•

Lower channel repair costs ($3 million in 2006/07 versus $7.4 million in the previous year).

Together these factors resulted in net income of $9.4 million in the year in comparison to a loss of $1.4
million in the previous year.
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Brilliant Dam
Net income from the Brilliant Dam increased by $477,000, largely as a result of lower operating
expenses and lower finance charges together with nominally higher revenues. Operating expenses
declined because of lower insurance and administration and management charges. Finance charges
declined due to the lower average balance of debt that was outstanding during the year. Total power
sales revenue decreased due to lower prices for power sold to Powerex, although revenue from sales
to FortisBC increased as expected.
Brilliant Expansion
The construction of the Brilliant Expansion is nearing completion and it is expected to begin operating
in 2007/08. A total of $5.6 million was spent in construction costs on such components as the generator,
electrical equipment and the completion of the intake and tailrace civil works.
Income Securities
Interest income from income securities was $1.5 million in comparison to $564,000 in the previous year.
This increase was due to both the higher average balances maintained in this investment class during
the year and more active management which resulted in the active placement of funds in higher yielding
investments.
Commercial Loans
Income from commercial loans decreased to $878,000 from $1.5 million in the previous year. Loans
continue to get paid down as these programs become a smaller portion of the CBT investment portfolio.
Income from the Kicking Horse Resort loan is lower because there is no participating component for
the current year due to lower real estate sales at the resort.
Real Estate
Real estate income was $471,000 in the current year in comparison to $320,000 in the previous year. Net
income from almost all of the congregate care facilities increased in the year, with the most significant
increases coming from the facilities in Creston, Cranbrook and Invermere.
DELIVERY OF BENEFITS
For the first time since the inception of CBT, disbursements for the Delivery of Benefits exceeded $5
million. Actual funds disbursed were $5.3 million in comparison to $4.2 million in the previous year.
Delivery of Benefits funds were disbursed through a range of programs and initiatives and were
provided to virtually all of the major communities in the Columbia Basin region.
COMPARISON TO SERVICE PLANS
Total revenues were significantly higher than the forecasted revenues in the 2006/07 – 2008/09 Service
Plan as a result of the improvements in operations at the Arrow Lakes Generating Station and the
recovery of the repair costs to the Arrow Lakes channel. Income from term securities and business
loans were also significantly higher than forecasted. At the time of the Service Plan, the expectation was
that the investments in income securities and commercial loans would be substantially lower in 2006/07
than they actually were. The opening of two new congregate care facilities in the year is the reason for
the increase in real estate income over the forecasted amounts.
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The total number of full-time equivalents at CBT was 32.5.
The following table compares results for the 2006/07 year to forecasts set in the 2006/07 – 2008/09
Service Plan.8

CAPITAL STRUCTURE
Long-term debt declined marginally from $133.7 million to $131.4 million as a result of the normal
retirement of the power project bonds and the congregate care debt. Net assets restricted to power
projects declined slightly in the year. Unrestricted net assets increased by the current year’s excess of
revenues over expenses of $10.1 million, which has provided CBT with greater financial flexibility for
the future.
CAPITAL EXPENDITURES
Total capital expenditures were in excess of $16.4 million in the year, with $5.6 million incurred in
completing the construction of the Brilliant Expansion project. An additional $2.8 million was spent
on investigating the feasibility of the Waneta Expansion project. Real estate capital expenditures of $5.3
million were for new congregate care facilities in Cranbrook and Kimberley.

8

The forecasts for 2006/07 were updated in the 2007/08 – 2009/10 Service Plan. See Appendix 2 for the revised forecasts.
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RISK ASSESSMENT
The primary risks that CBT has to deal with are those involved with the construction and operation of
hydroelectric power-plants. The cost of delays in the completion of a power-plant is very substantial.
The full effect of such a delay is currently being felt with the Brilliant Expansion project. The possibility
of defects to a new power-plant is also a very real risk. The sale of energy from a new power-plant in
the absence of long-term sales agreements is also a significant risk, especially in today’s volatile energy
markets. The possibility of a rise in interest rates makes the construction of new power-plants more
expensive and difficult to finance.
FUTURE OUTLOOK
The CBT goal for its Investment Program is to generate a predictable, sustainable, and appreciating
income stream to fund Delivery of Benefits obligations and corporate operating expenses. Our ability
to achieve this goal is dependent, amongst other things, on the following:
•

The general economy in the region remaining stable.

•

Interest rates remaining stable.

•

Energy prices remaining attractive for building future power projects.

•

Brilliant Expansion being completed in a timely fashion.

The achievement of these objectives is partially dependent on the successful mitigation of business
risks. CBT believes it has identified and mitigated such risks to the extent practical.
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APPENDIX 1

This appendix contains excerpts from the 2007/08 – 2009/10 Service Plan. Some strategies from the
2006/07 – 2008/09 Service Plan were amended and some targets for 2006/07 were adjusted. Any such
adjustments are noted in the Report on Performance.
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APPENDIX 2

The following table presents updated forecasts for the 2006/07 year as presented in the 2007/08 –
2009/10 Service Plan.
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