
 

FIRST QUARTER REPORT 
For the quarter ended June 30, 2010 

 

Financial Highlights

Current results compared to the first quarter of fiscal year 2009-2010:

* Net income of $35.8 million, up 40.5%

* Total assets of $26.2 billion, down 1.1%.

* Loans (including securitized mortgages, net of provisions) of $24.5 billion, up 5.6%.

* Deposits (excluding wholesale deposits) of $20.8 billion, up 0.44%.

* Investor Services assets under administration and management of $5.1 billion, up 22.3%.

* Operating revenue (excluding ABCP) of $224.4 million, up 6.6%.

* Efficiency ratio (non-interest expenses as a percentage of operating revenues), worsened from 77.2% to 77.9%.

 
 
 

Higher interest rates, solid loan portfolio  
boost ATB’s first-quarter profits by 40.5 per cent 

 
 
 

Edmonton – First-quarter profits at ATB Financial 
(ATB) grew 40.5 per cent, as the organization saw 
improvements to both net interest income and 
provisions for credit losses.  
 
Net income for the quarter ending June 30, 2010 was 
$35.8 million, up $10.3 million from last year’s first 
quarter. 
 
Adjusted net income, which excludes payment in lieu 
of tax and last year’s first-quarter recovery on asset-
backed commercial paper, was up 60 per cent to 
$46.5 million. 
 
Net loans, including securitized mortgages, were up 
5.6 per cent over June 30, 2009 to $24.5 billion, while 
an increasingly competitive deposit market led to a 
slight increase in retail deposits, to $20.8 billion.  
 
Operating revenue increased 6.6 per cent to $224.4 
million which was driven largely by a 7.0 per cent 
increase in net interest income. 
 
ATB’s increase in net income was prompted mainly 
by better margins due to higher interest rates, and a 
sharp decrease in its provision for credit losses, down 
$16.0 million to $3.0 million. 

 
Dave Mowat, ATB Financial’s President and CEO, 
said the results were solid and encouraging as 
Alberta’s economy continues to improve. 

 
“The good news is that ATB is not seeing the kind of 
credit losses we might have reasonably expected 
given the recent volatility in Alberta’s economy,” 
Mowat said. 
 
“We stood by Albertans throughout the recent 
economic cycle, we did more business, and it was 
good business. That mix of prudent lending and 
support for Alberta businesses and individuals is 
paying off in improved results for our organization.”  
 
Operational Highlights 
 

Retail Financial Services (RFS) – ATB’s 

largest line of business includes branches and 
agencies throughout Alberta. Assets, primarily 
consisting of loans, stood at $15.3 billion at the end of 
the first quarter. Operating revenue was $105.4 
million. Comparables to last year’s first quarter are 
not available, as 2009-10 results for this line 
comprised both RFS and a new line of business, 
Independent Business and Agriculture. ATB opened 
its largest branch in the province in Red Deer, and a 
new branch in downtown Lethbridge, located in the 
renovated Paramount theatre building.  
Independent Business and Agriculture 
financial services (IB&Ag)  – This line of 

business, newly created this quarter, provides 
services to Alberta’s small businesses, farmers and 
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other agriculture customers. Its assets stood at $3.8 
billion at the end of the first quarter. Operating 
revenue was $63.1 million. 

 
Corporate Financial Services (CFS) – This 

line of business provides services to Alberta’s mid- 
and senior-market companies in three sub-lines – 
Energy, Commercial, and Food & Forestry. Due to 
the challenges of the economy, CFS’s assets 
declined by $354.5 million, or 6.3 per cent, over the 
last year. However, operating revenue increased over 
last year by $7.4 million, or 14.2 per cent. 

 
ATB Investor Services (IS) – This line of 

business is responsible for growing and protecting 
wealth for more than 51,100 customers. At the end of 
the first quarter, client assets under IS’s management 
and administration reached $5.1 billion, up $0.9 
billion from last year’s first quarter, or 22.3 per cent. 

 
ATB in the Community – In May 2010, ATB 

received wide notice for its new Junior ATB program, 
which sees students learn financial literacy, 
leadership skills and the power of saving money in 
real working bank “branches” in two Edmonton 
elementary schools. ATB hopes to expand the 
program throughout Alberta. To launch its five-year 
partnership with the Art Gallery of Alberta, ATB 
sponsored the 7th Alberta Biennial of Contemporary 
Art at the gallery. 

 
About ATB Financial – ATB Financial is the 

largest Alberta-based financial institution, with assets 
of $26.2 billion. It provides Retail Financial Services, 
Independent Business and Agriculture Financial 
Services, Investor Services, and Corporate Financial 
Services to more than 680,000 Albertans in 242 
communities. It provides service through 
166branches and 131 agencies, telephone and 
Internet banking, a Customer Contact Centre, and 
Automated Banking Machines. ATB Financial was 
established in 1938 and has been a provincial Crown 
corporation since 1997. ATB has been named one of 
Canada’s  
50 Best Employers by Report on Business Magazine, 
one of the 75 Best Workplaces in Canada by the  
Great Place to Work Institute, and one of Canada’s 
Top 100 Employers and Alberta’s Top 50 Employers 
by Mediacorp Canada Inc. 
  
 
 
 
 
 

                                                    

 

Bob Splane   Dave Mowat 
Chairman of the Board  President & CEO 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

   3 

Interim Consolidated Balance Sheet 
(unaudited) 
 

A s at  As at As at 

June 30 M ar 31 June 30

($  in thousands) 2010 2010 2009

A ssets

C ash reso urces 

Cash 227,649$             179,424$               159,996$               

Interest-bearing deposits with financial institutions 1,292,158             675,576                 2,122,030              

1,519,807             855,000                 2,282,026             

Securit ies (note 6) 921,015                1,158,900               1,183,743               

Lo ans 

Residential mortgages 7,822,210            7,989,004             7,452,857             

Business 8,973,380            8,722,605             9,197,464              

Personal 5,493,614            5,446,028             5,110,071                

Credit card 617,169                599,379                 565,800                 

A llowance for credit losses (note 7) (219,158)               (222,413)                (206,233)               

22,687,215          22,534,603           22,119,959             

Other

Premises and equipment 187,349               188,831                   174,939                  

Derivative financial instruments (note 8) 176,269               226,509                 255,258                 

Software and other intangibles 228,470               201,767                  126,523                  

Other assets 464,904               263,408                 319,248                  

1,056,992            880,515                  875,968                 

26,185,029$         25,429,018$         26,461,696$         

Liabilit ies and equity 

D epo sits 

Personal 10,496,594$         10,427,133$          10,828,097$         

Business and other 10,306,810           9,544,040             9,883,368             

Wholesale 2,621,892            2,607,994             3,030,868             

23,425,296          22,579,167            23,742,333           

Other liabilit ies 

Securities so ld under repurchase agreements -                      -                          297,829                 

Derivative financial instruments  (note 8) 123,311                 146,892                  150,590                  

Other liabilities 515,719                623,432                 471,789                  

639,030               770,324                 920,208                 

C apital investment no tes (note 13) 224,523               224,994                 -                          

Subo rdinated debentures 67,467                 45,176                    45,176                    

Equity 

Retained earnings 1,813,006             1,777,223              1,675,222              

Accumulated other comprehensive income 15,707                 32,134                    78,757                   

1,828,713             1,809,357              1,753,979              

26,185,029$         25,429,018$         26,461,696$         

The accompanying notes are an integral part o f these interim consolidated financial statements.  
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Interim Consolidated Statement of Income 
(unaudited)  
 

June 30 M ar 31 June 30

($  in thousands) 2010 2010 2009

Interest  inco me

Loans 245,755$       237,654$              243,317$               

Interest-bearing deposits with financial institutions 3,873            6,202                      8,825                      

Securities 2,702            1,988                       2,827                      

252,330        245,844                 254,969                 

Interest  expense

Deposits 77,979          79,116                     93,807                   

Capital investment notes 2,378            2,359                      -                               

Subordinated debentures 499               498                         574                         

Securities so ld under repurchase agreements -                    -                               321                          

80,856          81,973                    94,702                   

N et interest  inco me 171,474         163,871                   160,267                  

Other inco me

Service charges 17,117            18,904                    17,360                    

Card fees 12,753           12,460                    11,610                      

Investor Services 12,626           11,987                     9,690                      

Credit fees 6,171             4,570                      5,317                       

Securitization (loss) income (note 5) (5 ,241)           (2,145)                     7,451                       

Insurance 2,516             2,085                      3,918                       

Foreign exchange 1,407             3,530                      2,217                       

Sundry 806               748                         408                         

Gain (loss) on derivative financial instruments, net 4,794            1,223                       (7,733)                    

52,949          53,362                   50,238                   

Operat ing revenue befo re the underno ted 224,423        217,233                  210,505                  

Recovery of loss on asset-backed commercial paper (note 6) -                    -                               4,031                       

T o tal o perat ing revenue 224,423        217,233                  214,536                  

P ro visio n fo r credit  lo sses (note 7) 3,049            9,405                      19,050                    

N o n-interest  expenses

Salaries and employee benefits (note 10) 98,689          96,193                    91,107                     

Data processing 18,505           16,045                    18,912                     

Premises and occupancy, including amortization 17,228           22,389                   16,009                    

Professional and consulting costs 8,762            9,233                      6,660                      

M arketing and supplies 5,955            9,271                       6,207                      

Deposit guarantee fee 5,803            3,702                      6,207                      

Software and other intangibles amortization 5,518             5,154                       5,607                      

Communication 5,087            6,033                      4,409                      

Equipment, including amortization 5,559            6,792                      4,070                      

ATB agencies 2,029            1,994                       2,059                      

Other 1,768             940                         1,162                        

174,903         177,746                  162,409                  

N et inco me befo re payment in lieu o f  tax 46,471           30,082                   33,077

Payment in lieu of tax  (note 12) 10,688           6,919                       7,608                      

N et inco me 35,783$         23,163$                 25,469$                

The accompanying notes are an integral part o f these interim consolidated financial statements.

For the three months ended
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Interim Consolidated Statement of Comprehensive Income  
(unaudited) 

 

For the three months ended June 30 M ar 31 June 30

($ in thousands) 2010 2010 2009

N et inco me 35,783$       23,163$               25,469$        

Other comprehensive income (loss)

Changes in unrealized losses on available-for-sale securities and interest-bearing 

 deposits with financial institutions, net of cash flow hedges (197)             (1,328)                   (8,846)            

Reclassification to net income in respect of available-for-sale securities

and interest-bearing deposits with financial institutions -                  9                            -                       

Net (losses) gains on derivative financial instruments designated as

 cash flow hedges (7,813)          (1,958)                   1,085               

Reclassification to net income in respect of derivative financial instruments designated as

cash flow hedges (8,417)          (12,221)                 (22,413)           

Other co mprehensive lo ss (16,427)        (15,498)                (30,174)           

C o mprehensive inco me ( lo ss) 19,356$        7,665$                (4,705)$         

 

 

Interim Consolidated Statement of Changes in Equity  
(unaudited) 
 

As at June 30 M ar 31 June 30

($ in thousands) 2010 2010 2009

R etained earnings

   Balance at beginning of the year 1,777,223$   1,649,753$         1,649,753$   

   Net income 35,783        127,470               25,469           

   Balance at end of the year 1,813,006     1,777,223            1,675,222      

A ccumulated o ther co mprehensive inco me

   Balance at beginning of the year 32,134         108,931                108,931           

   Other comprehensive loss (16,427)        (76,797)               (30,174)           

   Balance at end of the year 15,707         32,134                  78,757           

Equity 1,828,713$   1,809,357$         1,753,979$   

The accompanying notes are an integral part o f these interim consolidated financial statements.
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Interim Consolidated Statement of Cash Flows 
(unaudited) 

 

June 30 M ar 31 June 30

($  in thousands) 2010 2010 2009

C ash f lo ws fro m o perat ing act iv it ies

Net income 35,783$         23,163$                 25,469$                

Adjustments to  determine net cash flows:

   Provision for credit losses 3,049            9,405                      19,050                    

   Amortization of premises and equipment 8,892            10,495                    6,723                      

   Amortization of software and other intangibles 5,518             5,154                       5,607                      

   Net change in accrued interest receivable and payable (8 ,842)           (2,159)                     6,616                       

   Net change in derivative financial instruments 10,428           (11,863)                    5,179                       

   Recovery of loss on asset-backed commercial paper -                    -                               (4,031)                     

   Gain on sale of securitized residential mortgage loans (note 5) (6 ,491)           (126)                         (13,037)                   

   Change in provision for payment in lieu of tax (27,387)         6,919                       7,608                      

   Net change in cheques and other items in transit (52,500)         (124,100)                 (60,000)                  

   Change in prepayments and other receivables (84,299)         6,720                      15,034                    

   Change in due to  clients, brokers, and dealers (6 ,951)           9,752                      6,867                      

   Change in deposit guarantee fee payable (16,934)         3,702                      (21,797)                   

   Change in accounts payable and accrued liabilities (94,117)          149,313                   71,756                    

   Other items, net (10,581)          11,897                     1,742                       

Net cash (used in) provided by operating activities (244,432)       98,272                   72,786                   

C ash f lo ws fro m f inancing act iv it ies

Net change in deposits 850,131         (921,625)                (134,660)                

Issuance (repayment) o f subordinated debentures 22,291           -                               (11,837)                    

Change in capital investment notes (471)              (558)                        -                               

Change in securities so ld under repurchase agreements -                    -                               11,425                     

Net cash provided by (used in) financing activities 871,951         (922,183)                (135,072)                

C ash f lo ws fro m invest ing act iv it ies

Net change in interest-bearing deposits with financial institutions (616,626)       319,289                  393,639                 

Purchase of securities (1,352,323)    (752,193)                (178,746)                

Proceeds from securities 1,590,007      598,714                  215,276                  

Net change in loans, excluding securitization (652,374)       (196,522)                (753,258)               

Proceeds from loan securitizations 491,653         5,009                      219,298                  

Purchases of premises, equipment, software, and other intangibles (39,631)         (55,140)                   (27,651)                   

Net cash (used in) investing activities (579,294)       (80,843)                  (131,442)                 

N et increase (decrease)  in cash 48,225          (904,754)               (193,728)                

Cash at beginning of quarter 179,424         1,084,178               353,724                 

C ash at  end o f  quarter 227,649$       179,424$               159,996$               

Supplementary cash f lo w info rmatio n:

    Amount o f interest paid during the period 89,146$         86,381$                 108,819$                

The accompanying notes are an integral part o f these interim consolidated financial statements.

For the three months ended
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Notes to the Interim Consolidated Financial Statements 

For the three months ended June 30, 2010 ($ in thousands) 

(unaudited)  

1. Basis of Presentation 

These unaudited interim consolidated financial statements should be read in conjunction with the audited 
consolidated financial statements for the year ended March 31, 2010, as set out on pages 96 to 135 of the 2010 
Annual Report. 
 
These interim consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles using the same significant accounting policies outlined in the notes to the 
consolidated financial statements for the year ended March 31, 2010.  
 
 

 

2. Financial Instruments  
 
a) Carrying Value and Fair Value 

 
Financial assets and financial liabilities can be measured at fair value or amortized cost, depending on their 
classification under the Financial Instrument Recognition and Measurement Accounting standards. The following 
table summarizes ATB’s financial instrument classifications and provides their carrying value and fair value using 
the valuation methods and assumptions outlined in the consolidated financial statements for the year ended March 
31, 2010: 
 
 

As at 

($ in thousands) March 31, 2010

Held-for-trading 

assets and 

liabilities 

measured at fair 

value

Designated as 

held-for-trading 

assets and 

liabilities 

measured at fair 

value

Available-for-sale 

instruments 

measured at fair 

value

Loans and 

receivables 

measured at 

amortized cost

Financial liabilities 

measured at amortized 

cost

Derivatives 

designated for 

hedge 

accounting

Total carrying 

value Total carrying value

Financial assets

 $          227,649  $                    -  $                   -  $                    -  $                               -  $                -  $              227,649  $              179,424 (1)

Interest-bearing deposits with financial institutions                        -           1,279,158              13,000                        -                                   -                    -               1,292,158                  675,576 (1)

                       -             839,348              81,667                        -                                   -                    -                  921,015               1,158,900 (1)

Loans

Residential mortgages                        -                        -                       - 7,822,210                                            -                    -               7,822,210               7,989,004 

Business                        -                        -                       - 8,973,380                                            -                    -               8,973,380               8,722,605 

Personal                        -                        -                       -           5,493,614                                   -                    -               5,493,614               5,446,028 
Credit card                        -                        -                       -              617,169                                   -                    -                  617,169                  599,379 

Allowance for credit losses                        -                        -                       -             (219,158)                                   -                    -                 (219,158)                 (222,413)

                       -                        -                       -         22,687,215                                   -                    -             22,687,215             22,534,603 (2)

Other

Derivative financial instruments             124,188                        -                       -                        -                                   -           52,081                  176,269                  226,509 

Other assets                        -                        -                       -              338,041                                   -                    -                  338,041                  198,000 

            124,188                        -                       -              338,041                                   -           52,081                  514,310                  424,509 (1)

Financial liabilities

Deposits

Personal                        -                        -                       -                        -                   (10,496,594)                    -            (10,496,594)            (10,427,133)

Business and other                        -                        -                       -                        -                   (10,306,810)                    -            (10,306,810)              (9,544,040)

Wholesale                        -                        -                       -                        -                    (2,621,892)                    -              (2,621,892)              (2,607,994)

                       -                        -                       -                        -                   (23,425,296)                    -            (23,425,296)            (22,579,167) (3)

Other 

Derivative financial instruments            (116,399)                        -                       -                        -                                   -            (6,912)                 (123,311)                 (146,892)

Other liabilities                        -                (7,545)                       -                        -                       (474,127)                    -                 (481,672)                 (587,592)

           (116,399)                (7,545)                       -                        -                       (474,127)            (6,912)                 (604,983)                 (734,484) (1)

Capital investment notes                        -                        -                       -                        -                       (224,523)                    -                 (224,523)                 (224,994) (4)

Subordinated debentures                        -                        -                       -                        -                         (67,467)                    -                  (67,467)                   (45,176) (5)

(1) 
Fair value estimated to equal carrying value.

(2) 
Fair value of loans estimated to be $23,526,047 (March 31, 2010: $23,247,279).

(3) 
Fair value of deposits estimated to be $23,392,868 (March 31, 2010: 22,521,706).

(4) 
Fair value of capital investment notes estimated to be $232,222 (March 31, 2010: $230,073).

(5) 
Fair value of subordinated debentures estimated to be $70,167 (March 31, 2010: $46,874).

June 30, 2010

Cash

Securities
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b) Fair Value Hierarchy 

 
The following tables present the financial instruments ATB has recognized at fair value, classified using the fair 
value hierarchy described in note 5 to the consolidated financial statements for the year ended March 31, 2010.  
 
 

As at June 30, 2010

($ in thousands)

Level 1 Level 2 Level 3 T o tal 

F inancial assets

Interest-bearing depo sits with f inancial inst itut io ns

     Available-for-sale securities 13,000$      -$               13,000$      

     Held-for-trading securities 200,000    1,079,158   -                 1,279,158   

Securit ies

     Available-for-sale securities 6,232        20,794       54,641        81,667        

     Held-for-trading securities -                227,292     612,056      839,348     

Other assets

     Derivative financial instruments -                176,269      -                 176,269      

T o tal f inancial assets 206,232    1,516,513    666,697     2 ,389,442  

F inancial liabilit ies

Other liabilit ies

     Derivative financial instruments -                (123,161)      (150)           (123,311)      

     Other liabilities -                -                 (7 ,545)        (7 ,545)        

T o tal f inancial liabilit ies -$               (123,161)$    (7,695)$      (130,856)$   

 
 
 

As at M arch 31, 2010

($ in thousands)

Level 1 Level 2 Level 3 T o tal 

F inancial assets

Interest-bearing depo sits with f inancial inst itut io ns

     Available-for-sale securities 200,060$        475,516$         -$                        675,576$        

Securit ies

     Available-for-sale securities 6,227                481,704            60,273              548,204           

     Held-for-trading securities -                          -                          610,696            610,696            

Other assets

     Derivative financial instruments -                          226,509           -                          226,509           

T o tal f inancial assets 206,287           1,183,729          670,969           2,060,985        

F inancial liabilit ies

Other liabilit ies

     Derivative financial instruments -                          (146,674)           (218)                   (146,892)           

     Other liabilities -                          -                          (7,350)               (7,350)               

T o tal f inancial liabilit ies -$                       (146,674)$        (7,568)$            (154,242)$        
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3. Risk Management 
 
The use of financial instruments exposes ATB to credit, liquidity, and market risk.   
 
Credit Risk 
Credit risk is the potential for financial loss in the event that a borrower or counterparty fails to repay a loan or 
otherwise honour their financial or contractual obligations. Examples of typical products bearing credit risk include 
retail and commercial loans, guarantees, and letters of credit. ATB’s risk management practices and key measures 
are disclosed in the Risk Management section of the MD&A in the 2010 Annual Report. 
 
Key measures as at June 30, 2010 are outlined below. 
 
Total Credit Exposure 
The amounts shown in the table below best represent ATB’s maximum exposure to credit risk as at June 30, 2010, 
without taking into account any non-cash collateral held or any other credit enhancements. 
 

 

As at June 30 M arch 31

($ in thousands) 2010 2010

Financial assets (1) 25,316,616$                24,698,900$        

Other commitments and off-balance sheet items 11,666,882                 12,092,398            

Total credit risk 36,983,498$               36,791,298$         
(1) Includes derivatives stated net of collateral held and master netting agreements

 
 
In addition to the previous table, ATB is exposed to credit risk on its holdings of $1,292,158 in interest-bearing 
deposits with financial institutions and $921,015 in securities (as detailed in note 6). 
 
Credit Quality 
ATB’s loan portfolio consists of the following: 
 
As at 

($ in thousands) June 30, 2010 M arch 31, 2010

Specif ic General N et carrying Net carrying

Gro ss lo ans allo wances allo wances value value

Residential mortgages 7,822,210$            927$              10,489$         7 ,810,794$          7,977,129$           

Personal 5,493,614             8 ,286            30,182           5 ,455,146           5,407,210              

Credit card 617,169                 -                    21,486           595,683              577,077                 

Agricultural 1,359,969             930               13,494           1,345,545           1,316,619                

Independent business 2,370,743             6 ,255            49,193           2 ,315,295           2,311,964               

Commercial 5,242,668             1,694             76,222          5 ,164,752           4,944,604             

22,906,373$         18,092$         201,066$       22,687,215$        22,534,603$        

 
 
Impaired Loans 
Impaired loans included in the preceding table consist of the following: 
 

As at

($ in thousands) M arch 31, 2010

Gro ss impaired Specif ic N et carrying Net carrying

lo ans allo wances value value

Residential mortgages 67,722$     927$             66,795$        67,954$                    

Personal 28,813       8 ,286           20,527         21,291                         

Agricultural 5,175         930              4 ,245           3,223                          

Independent business 26,102       6 ,255           19,847          19,255                        

Commercial 5,981         1,694            4 ,287           3,463                          

133,793$    18,092$        115,701$        115,186$                     

June 30, 2010
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Loans Past Due  
The following are the loans past due but not impaired because they are less than 90 days past due or because it is 
otherwise reasonable to expect timely collection of principal and interest: 
 
As at 

($ in thousands) June 30, 2010 March 31, 2010

Residential

 mortgages Business Personal Credit card (1) Total Total

Up to one month 124,455$           79,977$             43,153$            38,854$           286,439$         238,512$              

Over one month up to two months 19,917               10,905               10,025              8,962               49,809             37,463                 

Over two months up to three months 3,061                1,306                 3,651                3,499               11,517             17,965                 

Over three months 2,429                5,573                 1,557                5,420               14,979             18,012                 

Total past due but not impaired 149,862$           97,761$             58,386$            56,735$           362,744$         311,952$              
(1) Consumer credit card loans are classif ied as impaired and w ritten off w hen payments become 180 days past due. Business and agricultural credit card loans that become 

due for three consecutive billing cycles (or approximately 90 days) are removed from the credit card portfolio and transferred into the applicable impaired loan category.

 
 
Industry Concentration 
ATB is inherently exposed to significant concentrations of credit risk as its customers are all participants in the 
Alberta economy, which in the past has shown strong growth and occasional sharp declines. ATB manages its 
credit risk through diversification of its credit portfolio by limiting concentrations to single borrowers, industries, and 
geographic regions of Alberta. As at June 30, 2010, no single industry segment represents more than 22.7% 
(March 31, 2010: 22.3%) of total gross business loans, and no single borrower represents more than 0.29% (March 
31, 2010: 0.32%) of the total gross loan portfolio. 
 
Liquidity Risk 
Liquidity risk is the risk of ATB being unable to meet its known financial commitments when they come due and 
being unable to meet unexpected cash requirements at a reasonable cost. As with other similar financial 
institutions, ATB’s risk arises from fluctuations in cash flows from lending, deposit-taking, investing, and other 
activities. These commitments are generally met through cash flows supplemented by investment assets readily 
convertible to cash, or through our capacity to borrow.   
 
ATB’s risk management practices and key measures are disclosed in the Risk Management section of the MD&A in 
the 2010 Annual Report. As at June 30, 2010, ATB maintained a liquidity level in excess of the Board-approved 
minimum levels. 
 
Market Risk 
Market risk is the risk that ATB may incur a loss due to adverse changes in interest rates, foreign-exchange rates, 
and equity or commodity market prices. ATB’s risk management practices and key measures are disclosed in note 
25 to the consolidated financial statements for the year ended March 31, 2010 and the Risk Management section of 
the MD&A in the 2010 Annual Report.  
 
A description of ATB’s key market risks and their measurement as at June 30, 2010 is outlined below:  
 
Interest rate risk 
Interest rate risk is the risk of a negative impact on ATB’s net interest income (NII) due to changes in market 
interest rates. This risk occurs when there is a mismatch in the re-pricing characteristics of interest-rate-sensitive 
assets (such as loans and investments) and interest-rate-sensitive liabilities (such as deposits). 
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Interest Rate Sensitivity 
The following table provides the potential impact of an immediate and sustained 100 basis point increase and 
decrease in interest rates on ATB’s net income: 
 

As at June 30 M arch 31

($ in thousands) 2010 2010

Increase in interest rates of:

100 basis points 56,478$      60,583$            

200 basis points 113,365       122,154               

Decrease in interest rates of:

100 basis points (52,714)       (37,918)               

200 basis points (63,725)$     (52,628)$            
 
Foreign exchange risk 
Foreign-exchange risk is the potential risk of loss resulting from fluctuations in foreign-exchange rates. This risk 
arises from the existence of a net asset or liability position denominated in foreign currencies and/or a difference in 
maturity profiles for purchases and sales of a given currency. 
 
ATB manages its net foreign currency exposure daily by ensuring that U.S. dollar and British pound sterling net 
exposures are kept within approved risk limits. For all other currencies, exposures are immediately offset with other 
counterparties. As at June 30, 2010, ATB’s net foreign currency exposure was within policy thresholds. 
 
Equity and commodity risk 
Equity price risk arises when ATB offers deposit products where the rate of return is linked to changes in the value 
of equity securities or equity market indices. ATB uses equity-linked derivatives to hedge the associated risk 
exposure on these products. Equity risk is subject to Board-approved limits. ATB  has no material net exposure as 
at June 30, 2010, and such exposures have historically been immaterial. 
 
Commodity price risk arises when ATB offers derivative products where the value of the derivative instrument is 
linked to changes in the price of the underlying commodity. ATB uses commodity-linked derivatives to fully hedge 
the associated commodity risk exposure on these products. ATB does not accept any net direct commodity price 
risk. 

 
 
4. Capital Disclosure 
 
ATB manages capital to ensure that it meets the minimum levels set out by its regulator, Alberta Finance and 
Enterprise, while supporting the continued growth of its business and building shareholder value.  

 
As a Crown corporation, ATB and its subsidiaries operate under a regulatory framework established pursuant to the 
Alberta Treasury Branches Act and associated regulations and guidelines. The capital adequacy requirements for 
ATB are defined in a guideline authorized by the Minister of Finance and Enterprise, which was modelled after 
guidelines governing other Canadian deposit-taking institutions. ATB’s minimum Tier 1 capital requirement is 7%, 
and the total capital requirement is the greater of 10% of risk-weighted assets or 5% of total assets. Risk weights 
are established for various on-balance-sheet and off-balance-sheet assets according to the degree of credit risk. 

 
Tier 1 capital consists of retained earnings, and Tier 2 capital consists of notional capital and eligible portions of the 
general allowance for credit losses, subordinated debentures, and capital investment notes (to a maximum of 
$500,000). Notional capital reduces by 25% of net income each quarter.  
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As at June 30, 2010, ATB has exceeded both the total capital requirements and the Tier 1 capital requirement of 
the Capital Adequacy Guideline.  
 
As at June 30 M arch 31

($ in thousands) 2010 2010

Tier 1 capital

Retained earnings 1,813,006$     1,777,223$           

Tier 2 capital

Eligible portions of:

Subordinated debentures 33,658          9,076                      

Capital investment notes 179,619         179,995                  

General allowance for credit losses 179,276         172,657                  

Notional capital 559,187         568,133                  

951,740         929,861                  

Total regulatory capital 2,764,746$    2,707,084$          

Total risk-weighted assets 20,488,637$  19,732,223$         

Risk-weighted capital ratios

Tier 1 capital ratio 8.8% 9.0%

Total regulatory capital ratio 13.5% 13.7%

 
 
5. Securitization  

                                                                 
ATB periodically securitizes residential mortgage loans by selling loans or packaged loans in the form of mortgage-
backed securities (MBS) through the Canada Mortgage Bond (CMB) program. These transactions are accounted 
for as sales, and the transferred assets are removed from the consolidated balance sheet when ATB has 
surrendered control over such assets and has received consideration other than beneficial interests in the 
transferred loans. For control to have been surrendered, all of the following must occur: (i) the transferred loans 
must be isolated from the seller, even in bankruptcy or other receivership; (ii) the purchaser must have the legal 
right to sell or pledge the transferred loans; and (iii) the seller must not continue to control the transferred loans 
through an agreement to purchase them or have a right to cause the loans to be returned. If any one of these 
conditions is not met, the transfer is considered to be a secured borrowing and the loans remain on the 
consolidated balance sheet, with the proceeds received recognized as a liability.  
 
ATB securitizes residential mortgage loans through the creation of MBS. Gains on the sale of loans or MBS are 
recognized in other income on the consolidated statement of income. Upon sale, ATB recognizes a retained 
interest in the securitized mortgages. The retained interest consists of the discounted value of the future mortgage 
interest and principal reinvestment receipts less the fixed interest payments due on the CMB. Retained interests 
are classified as available-for-sale securities and subject to periodic impairment review.  
 
For loan securitizations in which servicing rights are retained, deferred servicing revenue is recognized in other 
liabilities. The deferred servicing revenue is amortized into other income in proportion to outstanding balances over 
the weighted average life of the mortgage pool.  
 
Determination of the gain on sale and the value of the retained interest are based on fair values. Fair values are 
based on quoted market values, when available. When quoted market values are not available, ATB determines 
fair value based on the present value of expected future cash flows using management’s best estimates of key 
assumptions, such as weighted average life of the loans, prepayment rates, excess spread, expected credit losses, 
and discount rates commensurate with the risks involved. ATB is exposed to prepayment and reinvestment risk 
relative to the retained interest asset. 
 
No credit losses are anticipated, as the transferred residential mortgage loans are insured by the Canada Mortgage 
and Housing Corporation or by Genworth Financial. 
 
 
 

 

 

 

 



 

   13 

The following table summarizes the residential mortgage loans securitized by ATB:  
 
For the three months ended June 30 M arch 31 June 30

($ in thousands) 2010 2010 2009

Proceeds, net of transaction fees 491,653$        5,009$                    219,298$         

Retained interests 13,890 2                                13,240              

Deferred servicing revenue (3,397) -                            (1,518)                

502,146 5,011 231,020            

Residential mortgages securitized and sold 495,655         4,885                       217,983            

Gain on sale, net of transaction fees 6,491$            126$                         13,037$            
 
The following table summarizes the impact of securitization activities on the consolidated statement of income: 
 
For the three months ended June 30 M arch 31 June 30

($ in thousands) 2010 2010 2009

Gain on sale, net of transaction fees 6,491$       126$                 13,037$           

Servicing revenues 1,323         1,630                 514                    

Other securitization loss (13,055)     (3,901)               (6,100)               

Securitization income (5,241)$      (2,145)$            7,451$              

 
 
The following table outlines the key assumptions used to measure the fair value of the retained interest: 
 
As at June 30 M arch 31 June 30

2010 2010 2009

Expected weighted average life of mortgage pool in months 40.4              40.8                        40.2                        

Prepayment rate 15.0% 15.0% 15.0%

Excess spread 1.9% 2.1% 2.7%

Discount rate 3.3% 3.3% 3.1%

 
 

6. Securities  

The carrying value of securities, by remaining term to maturity and net of valuation provisions, is as follows: 
 

As at June 30 M arch 31

($ in thousands) 2010 2010

Less than F ro m 1–5 Over T o tal carrying Total carrying

1 year years 5 years value value

A vailable-fo r-sale securit ies

Issued or guaranteed by the Canadian federal or provincial government 10,071$               -$                       -$                  10,071$          481,221$                     

Commercial paper

Third-party-sponsored ABCP -                        -                        2 ,847            2 ,847            3,227                           

Retained interest in securitization -                        51,794               -                    51,794           57,046                        

Other 6,232                 10,723               -                    16,955           6,710                            

T o tal available-fo r-sale securit ies 16,303               62,517               2 ,847            81,667           548,204                      

H eld-fo r- trading securit ies

Issued or guaranteed by the Canadian federal or provincial government 227,292             -                        -                    227,292        -                       

Commercial paper

Third-party-sponsored ABCP -                        -                        566,017         566,017         564,657                      

Bank-sponsored ABCP -                        16,708               29,331           46,039          46,039                        

T o tal held-fo r- trading securit ies 227,292             16,708               595,348        839,348        610,696                       

T o tal securit ies 243,595$           79,225$             598,195$       921,015$        1,158,900$                  
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Gross unrealized gains (losses) on available-for-sale securities and interest bearing deposits with financial 
institutions are presented in the following table: 
 
 

C o st o r Gro ss Gro ss

As at June 30, 2010 amo rt ized unrealized unrealized C arrying

($ in thousands) co st gains lo sses value

A vailable-fo r-sale securit ies

Issued or guaranteed by the Canadian federal or provincial government 10,071$               -$                      -$                         10,071$            

Commercial paper

Third-party-sponsored ABCP 3,323                 -                       (476)                    2 ,847              

Retained interest in securitization 48,811                 2 ,983                -                          51,794             

Other 16,955                -                       -                          16,955             

T o tal available-fo r-sale securit ies 79,160                2 ,983                (476)                    81,667             

Interest-bearing depo sits with f inancial inst itut io ns 13,000                -                       -                          13,000             

T o tal available-fo r-sale investments 92,160$               2 ,983$              (476)$                   94,667$           

 
 
Asset-Backed Commercial Paper 
As outlined in note 9 to the consolidated financial statements for the year ended March 31, 2010, the investments 
subject to the Montreal Accord were restructured on January 21, 2009 and ATB exchanged its original notes for 
new longer-term floating-rate notes that more closely matched the maturities of the underlying assets. These notes 
were issued via new trusts called Master Assets Vehicles (MAV). 
 
 
 
 
 
 
 
 

 

[Remainder of page intentionally left blank.] 
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The table below provides a breakdown of the face value of ATB’s ABCP holdings as at June 30, 2010: 

As at June 30, 2010

($ in thousands)

Cost Coupon 

Expected 

maturity

Credit 

rating

Third-party ABCP

MAV 1

Class A-1 413,636$        0.30% (1) Dec 2016 A

Class A-2 384,779          0.30% (1) Dec 2016 A

Class B 65,600            0.30% (1) Dec 2016 None

Class C 26,781            20.0% (1) Dec 2016 None

Tracking notes for ineligible assets 26,338            Floating (2)  July 2056 None

Total MAV 1 917,134          

MAV 3

Tracking notes for traditional assets 5,426              Floating (2) Sept 2016 None

Total MAV 3 5,426              

Other 34,770            1.55% (1) Dec 2016 B

Total third-party ABCP 957,330          

Bank-sponsored ABCP 67,021            0%–0.35% (1) Dec 2013– None–A

Sept 2016

Total ABCP 1,024,351$      
(1) Spread over bankers' acceptance rate.
(2) Coupon rate floats based on the yield of the underlying assets.  

 
The synthetic and ineligible assets restructured under the Montreal Accord were designated as held-for-trading 
while traditional assets have been classified as available-for-sale. 
 
On restructuring, ATB recorded a liability in “other liabilities” to represent the estimated fair value of the self-funded 
margin funding facility (MFF) required as part of the restructuring. The MFF is in place to cover possible collateral 
calls on the leveraged super-senior trades underlying the MAV notes. Advances under this facility are expected to 
bear interest at a rate based on the bankers’ acceptance rate. If ATB fails to fund any collateral under this facility, 
the notes held by ATB could be terminated or exchanged for subordinated notes. In order to continue to participate 
in MAV 1 and self-fund the MFF, ATB must maintain a credit rating equivalent to AA (high) with at least two of four 
credit-rating agencies. If ATB does not maintain the required credit rating, it will be required to provide collateral or 
obtain the required commitment through another entity with a sufficiently high credit rating. ATB’s share of the MFF 
credit commitment is $551.5 million, for which ATB does not receive a fee. The restructuring includes a moratorium 
that prevents collateral calls for 18 months from the restructuring date or July 2010 (on leveraged super-senior 
trades). 
 
Valuation  

The table below provides a breakdown of the fair value of ATB’s ABCP holding:  
 
As at

($ in thousands)

Foreign

estimated Note exchange estimated

cost fair value redemptions impact (1) cost fair value

MAV 1 915,774$    550,054$         (353)$            1,713$       917,134$       551,414$        

MAV 3 5,806         3,227              (380)              -                5,426$          2,847              

Other third-party sponsored ABCP 34,770       14,603             -                   -                34,770$         14,603            

Bank-sponsored ABCP 67,021       46,039             -                   -                67,021$         46,039            

Total ABCP 1,023,371$ 613,923$         (733)$            1,713$       1,024,351$    614,903$        
(1) MAV 1 includes securities with a carrying value of $24,980 denominated in U.S. funds.

 March 31, 2010  June 30, 2010

 
 
There is no observable market price for the notes as at the balance sheet date, accordingly, ATB estimated the fair 
value of the synthetic assets using a discounted cash flow method. The key assumption in this model is the market 
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discount rate. The market discount rate is based on the various tranches of the CDX.IG index adjusted to reflect the 
lack of liquidity inherent in the notes. 
 
Other Third-Party-Sponsored ABCP 
ATB holds an investment of $34.8 million of third-party-sponsored ABCP restructured outside the Montreal Accord. 
Consistent with last quarter Dominion Bond Rating Service (DBRS) currently rates this investment as B (high). ATB 
continues to estimate the fair value of this investment based on a review of the underlying assets in the trust. 
 
Bank-Sponsored Asset-Backed Commercial Paper  
As outlined in note 9 to the consolidated financial statements for the year ended March 31, 2010, ATB also holds 
investments in certain bank-sponsored commercial paper that were restructured similar to the Montreal Accord 
notes. These notes are valued using a discounted cash flow model similar to the technique used for the MAV 
synthetic assets. 
 
Measurement Uncertainty 
The estimate of the fair value of the ABCP notes continues to be subject to significant risks and uncertainties 
including the timing and amounts of cash flows, market liquidity, the quality and term of the underlying assets 
including the possibility of margin calls and the future market for the notes. Accordingly, the fair value of the notes 
may change materially. A 1% increase in the discount rate will decrease the value of ATB’s ABCP notes by 
approximately $33,000. 
 
 

7. Allowance for Credit Losses 

The allowance for credit losses recorded in the interim consolidated balance sheet is maintained at the level which 
management considers adequate to absorb credit-related losses for all on- and off-balance sheet items in ATB’s 
credit portfolio as at the balance sheet date. The continuity of the allowance for credit losses is as follows: 
 

As at and for the three months ended June 30 M arch 31 June 30 June 30 M arch 31 June 30 June 30 M arch 31 June 30

($ in thousands) 2010 2010 2009 2010 2010 2009 2010 2010 2009

Balance at beginning of year 18,459$  15,567$       18,157$        205,119$        205,591$              176,853$    223,578$      221,158$               195,010$     

Writeoffs (7,821)    (8,421)           (7,621)           -                   -                               -             (7,821)           (8,421)                     (7,621)           

Recoveries 1,684 1,436 1,151 -                   -                               -             1,684            1,436                      1,151              

Provision for credit losses 7,102      9,877           7,256           (4,053)          (472)                       11,794           3,049            9,405                     19,050          

Balance at end of year 19,424    18,459          18,943          201,066        205,119                  188,647       220,490        223,578                207,590      

Less: allowance for cost of credit recovery included in other liabilities 1,332      1,165             1,357            -                   -                               -             1,332            1,165                       1,357            

Allowance for credit losses 18,092$  17,294$       17,586$       201,066$       205,119$               188,647$    219,158$        222,413$              206,233$   

Specif ic General T o tal

 
 

8. Derivative Financial Instruments 

ATB enters into various “over-the-counter” derivative contracts in the normal course of its business for two 
purposes – for its own risk-management program and to meet the needs of ATB customers. 
 
Refer to note 20 to the consolidated financial statements for the year ended March 31, 2010 for a more complete 
description of ATB’s derivative-related activities.  
 
The fair value of derivative financial instruments, segregated between assets – contracts having positive fair value 
– and liabilities – contracts having negative fair value, is comprised as follows: 
 
 



 

   17 

As at N o tio nal Notional

($ in thousands) amo unt A ssets Liabilit ies amount Assets Liabilities

Corporate (non-trading) derivatives

Cash flow hedges 1,467,000$       52,082$      (6 ,912)$        2,969,000$       84,483$             (7,958)$              

Other 5,373,297        50,112         (8 ,950)        423,569             48,638                -                       

Client (trading) derivatives 1,987,423        71,924        (72,425)      2,196,309           93,278                (92,096)              

Corporate foreign exchange forwards 157,258           2 ,151           -             610,223              110                        (691)                     

Embedded derivatives

Equity-and commodity-linked deposits 344,188           -             (34,874)      330,615              -                       (45,930)              

Other 39,350             -             (150)            40,177                 -                       (217)                     

9,368,516$       176,269$     (123,311)$     6,569,893$       226,509$          (146,892)$          

June 30, 2010 M arch 31, 2010

 

In addition to the notional amounts of derivative instruments shown above, ATB has certain foreign exchange spot 
deals that settle in one day. These deals had notional amounts of $22,185 as at June 30, 2010 (March 31, 2010: 
$15,545). 

9. Guarantees and Pledged Assets 

Guarantees represent an irrevocable obligation to make payments to a third party in certain situations. Guarantees 
include contracts or indemnities that contingently require ATB to make payments (either in the form of an asset or 
in the form of services) to another party based on changes in an asset, liability, or equity the other party holds; 
failure of a third party to perform under an obligating agreement; or failure of a third party to pay its indebtedness 
when due. The term of these guarantees varies according to the contract and normally does not exceed one year. 
In the event of a call on such commitments, ATB has recourse against the customer. 
 
Significant guarantees provided by ATB to third parties include: 
 

 

As at 

($ in thousands) June 30, 2010 M arch 31, 2010

Loan guarantees and standby letters of credit 359,204                   333,397                

Notional principal amounts for the fo llowing:

 - Foreign exchange forward contracts 696,621                    1,184,142               

 - Commodity forward contracts 1,448,060                 1,622,390             

 
  

In the ordinary course of business, ATB grants a security interest in certain collateral (including securities, interest-
bearing deposits with financial institutions and loans and accounts) to the Bank of Canada in order to participate in 
clearing and payment systems and to have access to its facilities. ATB also pledges securities to Clearing and 
Depository Services Inc. in order to participate in a settlement-agent credit ring. The total amount pledged as at 
June 30, 2010 has a carrying value of $431,863 (March 31, 2010: $701,377).  
 

10. Employee Future Benefits 

ATB provides future pension benefits to current and past employees through a combination of defined benefit and 
defined contribution plans, but does not provide any other employee future benefits (discussed in note 19 to the 
consolidated financial statements for year ended March 31, 2010). 
 
The pension benefit expense is included in salaries and employee benefits in the consolidated statement of 
income. 
 

 

For the three months ended 

($ in thousands) June 30, 2010 M arch 31, 2010 June 30, 2009

Pension benefit expense 8,763$                          10,924$                                          5,195$                                     
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11. Segmented Information  

 
In previous years ATB has organized its operations and activities around the following three business segments or 
lines of business: 
 

 Personal and Business Financial Services comprises the branch, agency, and ABM networks and 
provides financial services to individuals, independent business, and agricultural customers.  

 Corporate Financial Services provides financial services to medium- and large-sized corporate 
borrowers; and 

 Investor Services provides wealth management solutions including retail brokerage, mutual funds, 
portfolio management, and investment advice.  

 
 
ATB has determined that the Personal and Business Financial Services line should be separated into two separate 
segments effective April 1, 2010: 
 

 Retail Financial Services comprises the branch, agency, and ABM networks and provides financial 
services to individuals; 

 Independent Business and Agriculture Services provides financial services to independent business, 
and agricultural customers. 

 
 
The results for these new business segments are being reported separately effective April 1, 2010. Prior periods 
have not been restated as past information is not available for these new segments. The results for the previous 
Personal and Business Financial Services segment will continue to be reported in the current fiscal year for 
comparative purposes. 
 
The four identified segments differ in products and services offered, but are all within the same geographic region 
as virtually all of ATB’s operations are limited to customers within the Province of Alberta. 
 

Refer to note 26 of the consolidated financial statements for the year ended March 31, 2010 for additional detail on 
the method used to generate the segmented information.  
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Independent P erso nal and

B usiness and B usiness

R etail A griculture F inancial C o rpo rate Other

As at and for the three months ended F inancial F inancial Services F inancial Investo r business

($  in thousands) Services Services Sub-to tal Services Services units ( 1)
T o tal

June 30, 2010

Net interest income (loss) 83,361$         47,197$         130,558$       40,615$         1,245$           (944)$            171,474$        

Other income (loss) 22,042          15,870           37,912           18,775           11,912            (15,650)         52,949          

Recovery of loss on ABCP -                    -                    -                    -                    -                    -                    -                    

Total operating revenue (loss) 105,403         63,067          168,470         59,390          13,157           (16,594)         224,423        

Provision for (recovery of) credit losses 6,589            2 ,260            8 ,849            (4 ,586)           -                    (1,214)            3 ,049            

Non-interest expenses 93,137           29,160           122,297         9 ,577            17,610           25,419           174,903         

Income (loss) before payment in lieu of tax 5,677            31,647           37,324          54,399          (4 ,453)           (40,799)         46,471           

Payment in lieu of tax -                    -                    -                    -                    -                    10,688           10,688           

Net income (loss) 5,677$           31,647$         37,324$         54,399$         (4 ,453)$         (51,487)$        35,783$         

Total assets 15,311,112$     3 ,846,854$    19,157,966$   5 ,240,627$    36,750$         1,749,686$    26,185,029$  

Total liabilities 9,875,767$    6 ,269,964$    16,145,731$    3 ,841,004$    723,400$       3 ,646,181$     24,356,316$  

M arch 31, 2010

Net interest income -                          -                          122,262$               40,353$                1,186$                     70$                         163,871$                

Other income (loss) -                          -                          37,942                   10,627                    11,217                      (6,424)                    53,362                   

Recovery of loss on ABCP -                          -                          -                               -                               -                               -                               -                               

Total operating revenue (loss) -                          -                          160,204                  50,980                   12,403                    (6,354)                    217,233                  

Provision for (recovery of) credit losses -                          -                          12,961                     (2,670)                    -                               (886)                        9,405                      

Non-interest expenses -                          -                          119,741                    10,019                     17,084                    30,902                   177,746                  

Income (loss) before payment in lieu of tax -                          -                          27,502 43,631 (4,681) (36,370) 30,082

Payment in lieu of tax -                          -                          -                               -                               -                               6,919                       6,919                       

Net income (loss) -                          -                          27,502$                43,631$                 (4,681)$                  (43,289)$               23,163$                 

Total assets -                          -                          18,863,167$          5,012,210$            39,800$                1,513,841$             25,429,018$         

Total liabilities -                          -                          15,855,761$          3,367,720$          731,949$               3,664,231$           23,619,661$          

June 30, 2009

Net interest income -                          -                          112,722$                34,322$                1,229$                    11,994$                  160,267$               

Other income (loss) -                          -                          40,627                   17,679                    8,813                       (16,881)                    50,238                   

Recovery of loss on ABCP -                          -                          -                               -                               -                               4,031                       4,031                       

Total operating revenue (loss) -                          -                          153,349                  52,001                    10,042                    (856)                        214,536                  

Provision for (recovery of) credit losses -                          -                          10,557                    9,778                      -                               (1,285)                     19,050                    

Non-interest expenses -                          -                          118,566                   8,150                       13,613                     22,080                   162,409                  

Income (loss) before payment in lieu of tax -                          -                          24,226 34,073 (3,571) (21,651) 33,077

Payment in lieu of tax -                          -                          -                               -                               -                               7,608                      7,608                      

Net income (loss) -                          -                          24,226$                34,073$                (3,571)$                  (29,259)$               25,469$                

Total assets -                          -                          17,529,677$         5,595,170$           40,796$                3,296,053$          26,461,696$         

Total liabilities -                          -                          16,322,302$         3,501,642$           751,250$               4,132,523$           24,707,717$         

(1) Composed of business units o f a corporate nature, such as investment, risk management, asset/liability management, and treasury operations, as well as expenses, general 

allowances, and recoveries for credit losses not expressly attributed to  any line.
 

 

12. Payment in lieu of tax 

Pursuant to the Alberta Treasury Branches Act, the Government of Alberta has the ability to assess a charge to 
ATB as prescribed by the Alberta Treasury Branches Regulation. The Alberta Treasury Branches Regulation 
defines the charge to be an amount equal to 23% of ATB’s consolidated net income as reported in its audited 
annual financial statements. For the three months ended June 30, 2010, ATB has accrued a total of $10,688  
(June 30, 2009: $7,608) for payment in lieu of tax. 

 
The payment in lieu of tax will be settled by issuing subordinated debentures until ATB’s Tier 2 notional capital is 
eliminated (Refer to note 4). 
 

13. Capital Investment Notes 

Capital investment notes are five-year non-redeemable guaranteed notes issued to the general public that qualify 
under ATB’s capital requirements as Tier 2 capital to a maximum of $500,000. As at June 30, 2010, $224,523 
(March 31, 2010: $224,994) of these notes were outstanding with a fixed rate of return of 4.25% and will mature in 
fiscal 2014-15. 
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14. Comparative amounts 

Certain comparative amounts have been reclassified to conform to the current period’s presentation.  
 

15. Future Changes in Accounting Policies 

Conversion to International Financial Reporting Standards 

The Accounting Standards Board confirmed and communicated its decision to replace Canadian generally 
accepted accounting principles with International Financial Reporting Standards (IFRS) for publicly accountable 
enterprises with January 1, 2011 as the changeover date. The Public Sector Accounting Board confirmed that 
government business enterprises operating as self-sustaining commercial organizations should adhere to 
standards for publicly accountable enterprises (i.e. IFRS). ATB’s consolidated financial statements will be prepared 
using IFRS for the year ended March 31, 2012, and will include comparative information for fiscal 2010-11. ATB 
has substantially completed the accounting design phase of its IFRS project, which includes a detailed analysis and 
evaluation of the IFRS standards relevant to ATB’s consolidated financial statements. ATB expects to quantify the 
preliminary impact on the April 1, 2010, opening IFRS retained earnings by the third or fourth quarter of the current 
fiscal year (Refer to the Critical Accounting Policies and Estimates section of the MD&A in the 2010 Annual Report 
for more information). 
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The following Management’s Discussion and Analysis (MD&A) considers ATB’s results of operations and financial 
condition for the three months ended June 30, 2010 and is dated August 18, 2010. The MD&A should be read in 
conjunction with the unaudited consolidated interim financial statements and related notes for the period ended 
June 30, 2010 as well as the audited consolidated financial statements and MD&A for the year ended March 31, 
2010.  
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Caution regarding forward-looking statements 
This report may include forward-looking statements. ATB Financial from time to time may make forward-looking statements in other written or verbal 
communications. These statements may involve, but are not limited to, comments relating to ATB’s objectives or targets for the short and medium term, 
strategies or actions planned to achieve those objectives, targeted and expected financial results, and the outlook for operations or the Alberta 
economy. Forward-looking statements typically use the words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” or other similar 
expressions or future or conditional verbs such as “could,” “should,” “would,” or “will.” 
 
By their very nature, forward-looking statements require ATB’s management to make numerous assumptions and are subject to inherent risks and 
uncertainties, both general and specific. A number of factors could cause actual future results, conditions, actions, or events to differ materially from the 
targets, expectations, estimates, or intentions expressed in the forward-looking statements. Such factors include, but are not limited to: changes in 
legislative or regulatory environment; changes in ATB’s markets; technological changes; changes in general economic conditions, including fluctuations 
in interest rates, currency values, and liquidity conditions; and other developments, including the degree to which ATB anticipates and successfully 
manages the risks implied by such factors.  
 
ATB cautions readers that the aforementioned list is not exhaustive. Anyone reading and relying on forward-looking statements should carefully 
consider these and other factors that could potentially have an adverse affect on ATB’s future results, as there is a significant risk that forward-looking 
statements will not prove to be accurate.  
 
Readers should not place undue reliance on forward-looking statements, as actual results may differ materially from plans, objectives, and 

expectations. ATB does not undertake to update any forward-looking statement contained in this report. 
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Management’s Discussion and Analysis  

(Unaudited)    
 

Adjusted Net Income
1
  

ATB earned adjusted net income of $46.5 million for the first quarter ended June 30, 2010, up 54.5% from the 
$30.1 million earned last quarter. Compared to a year ago, adjusted net income grew by $17.4 million (or 60.0%) 
from $29.0 million. 

Adjusted net income increased significantly from the prior quarter mainly due to increased net interest income of 
$7.6 million (or 4.6%), a decrease in provision for credit losses of $6.4 million (or 67.6%), and a decrease in non-
interest expenses of $2.8 million (or 1.6%).  

The significant increase in adjusted net income from the first quarter last year is a result of an increase in net 
interest income of $11.2 million (or 7.0%), an increase in other income of $2.7 million (or 5.4%), along with a 
decrease in the provision for credit losses of $16.0 million (or 84.0%). These positive variances were partially offset 
by an increase in non-interest expenses of $12.5 million (or 7.7%).   

 

Net Interest Income 

Net interest income increased to $171.5 million this quarter, this is $7.6 million (or 4.6%) higher than the prior 
quarter and $11.2 million (or 7.0%) higher than the same quarter last year. This increase was driven by an 
improvement in net interest spread, which is currently 2.84%, compared to 2.69% last quarter and 2.54% from the 
first quarter last year. The improvement in spread over the first quarter of last year can be attributed to increased 
loan yields (in particular commercial loan yields) and changes in customer preference from term deposits to lower 
cost demand products. Relative to our most recent quarter, increases in commercial loan yields are still a factor as 
well as the initial action we are taking to hedge our balance sheet against interest rate volatility.    

Looking forward, ATB expects that net interest income will continue to be better than the prior year, as interest 
rates are expected to increase. Any further increases though will be partially offset  by the expectation that 
commercial loan yields will decrease as the economy continues to strengthen. 

Additional information on ATB’s exposure to interest rate risk as at June 30, 2010 is provided in note 3 to the 
unaudited interim consolidated financial statements. Specifically, based on ATB’s current interest rate risk 
modeling, it is estimated that a one-percentage point increase in prime would increase ATB’s net interest income by 
$56.5 million over the following twelve month period. 

 

Other Income – excluding ABCP 

Other income was $52.9 million for the first quarter ended June 30, 2010, a slight decrease of $0.4 million (or 0.8%) 
compared to the prior quarter, and an increase of $2.7 million (or 5.4%) compared to the first quarter last year. 

Although the net change from the prior quarter was only $0.4 million, there were two significant variances. Despite 
an increase in the volume of securitization activity, securitization income reduced by $3.1 million. This decrease 
was driven by the tightening spread on newly securitized mortgages and the negative effect of mark to market 
revaluations of retained interests from previous securitization transactions. ATB expects securitization income to 
remain at low (possibly negative) levels for the remainder of the year. This decrease was offset by a $3.5 million 
increase in derivative income over the same period. 

 
The $2.7 million increase in other income over the first quarter in the prior year is due to an increase in derivative 
income of $12.5 million (driven by fair value adjustments on derivative instruments used for hedging purposes) and 
a $2.9 million increase in Investor Services revenue (driven by increased volume of assets under administration). 
These increases were largely offset by a decline in securitization income of $12.7 million (driven by the tightening of  
spreads on new securitization transactions and a decrease in the value of retained interests from previous 
transactions).  

                                                      
1
 Adjusted net income is a non-GAAP measure which excludes recovery (provision for loss) on asset-backed 

commercial paper (ABCP) and payment in lieu of tax (PILOT). (Refer to notes 6 and 12, respectively, of the 
consolidated financial statements.) 
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Management’s Discussion and Analysis (continued) 
Credit Quality 

The provision for credit losses in the first quarter ended June 30, 2010 was $3.1 million, this compares favourably 
to the $9.4 million recorded last quarter and the $19.1 million recorded in the first quarter last year. This decrease 
reflects the fact that impairment and loss levels have been better than originally expected and the quality of ATB’s 
loan portfolio is improving in line with the improving economy. 
 
ATB management expects the level of impaired loans to continue to fluctuate during the current economic recovery. 
At the end of the current quarter, total gross impaired loans were $133.8 million, compared to $132.5 million last 
quarter and $114.1 million last year at this time. Although still on a negative trend, the total amount remains at an 
acceptable level and is less than 1% of the loan portfolio. 
 
As of June 30, 2010, total current credit loss allowances exceeded impaired loans by $85.4 million, this compares 
to $89.9 million last quarter and $92.2 million the first quarter in the prior fiscal year. The amount impaired does not 
directly translate into amounts to be written-off as ATB holds security in support of any current credit exposure. The 
expected write-offs relative to the currently impaired loans are reflected in the specific provisions for credit losses. 
 
Overall, ATB management remain satisfied with the quality of the credit portfolio and expect that provisions for 
credit losses will be within the targeted range of 20 to 30 basis points of average loans for the year.  
 
 
Non-Interest Expenses 

Total non-interest expenses were $174.9 million for the first quarter ended June 30, 2010. This represents a $2.8 
million (or 1.6%) decrease over the prior quarter and a $12.5 million (or 7.7%) increase over the first quarter of the 
prior fiscal year.  
 
The reduction in non-interest expense over the prior quarter was driven by lower costs relative to premises and 
marketing. The increase compared to last year was a result of increasing salary and employee benefits costs 
(driven by higher financial advisor costs and general salary increases) and increasing professional costs as ATB 
continues to invest in its Core transformation project. 
 
The efficiency ratio, used as a measure of operating efficiency, is the ratio of non-interest expenses to operating 
revenue (net interest income before provision for credit losses, plus other income). A lower ratio is indicative of 
higher efficiency at generating income. For the first quarter ended June 30, 2010, ATB reported an efficiency ratio 
of 77.9% as compared to the 81.8% reported in the prior quarter and the 77.2% from the same quarter last year (all 
ratios reported exclude the impact of the ABCP provision).  The current high ratio is consistent with management’s 
expectations. The ratio is expected to remain at a high level as ATB continues to invest in its growth and Core 
initiatives. It is expected that productivity will increase substantially once these initiatives are completed.  
 

Banking System Transformation 

In May 2008, ATB launched a project to replace its outdated legacy banking technology with a new SAP® for 
Banking solution that will improve its ability to deliver leading-edge products and customer service.  Cumulative 
spending on the project to June 30, 2010 is $212.3 million ($35.4 million in the current fiscal year). Although not 
committed contractually, ATB management intends to complete this project in fiscal 2011-12 and expects to spend 
an additional $112.7 million. The final project costs may vary depending on the final implementation date now 
planned for April 2011. 

 

Balance Sheet  

Total assets were $26.2 billion as at June 30, 2010, compared to $25.4 billion last quarter and $26.5 billion as at 
June 30, 2009. This represents an increase of $759.0 million (or 3.0%) over the prior quarter and a decrease of 
$273.7 million (1.0%) from the prior year’s quarter.  
 
ATB’s loan portfolio increased slightly, with an increase of $152.6 million (or 0.7%) from the prior quarter and an 
increase of $567.3 million (or 2.6%) over the prior fiscal year. At June 30, 2010, net loans stood at $22.7 billion.  
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Management’s Discussion and Analysis (continued) 
 
ATB’s loan portfolio continues to remain quite volatile in the face of increased competition now that the credit crisis 
has eased. Net loan growth excluding securitization was 5.6% for fiscal 2011 compared to 6.2% last quarter and 
15.7% for June 2009. Management expects performing loan balances to continue to increase by approximately 
6.5% to 8.5% throughout the current fiscal year.  
 
Business and retail deposits stood at $20.8 billion as at June 30, 2010. This represents an increase of $832.2 
million (or 4.2%) over the prior quarter and an increase of $91.9 million (or 0.5%) over the prior year. ATB 
management continues to focus on deposit attraction and retention strategies in order to increase the level of 
deposits this fiscal year.  
 
At June 30, 2010, ATB’s wholesale deposits were $2.6 billion, a slight increase of $13.9 million over the prior 
quarter and a decrease of $409.0 million over the prior year. Wholesale deposits act as a source of funds to 
supplement ATB’s retail deposits. The Government of Alberta approved an increase in the limit for these deposits 
to $5.5 billion this quarter from the previous limit of $4.3 billion. 

Accumulated comprehensive income has decreased from $32.1 million last quarter to $15.7 million in the current 
quarter, reflecting the net temporary decrease in fair value of certain financial instruments.   

 

Asset Backed Commercial Paper  

As at June 30, 2010, ATB held a portfolio of long-term asset-backed commercial paper with a face value of $1.0 
billion, a fair value of $614.9 million and an expected maturity of between 3.5 and 6.5 years. This includes $957.3 
million ($568.9 million fair value) of third-party-sponsored ABCP and $67.0 million ($46.0 million fair value) of bank-
sponsored ABCP.  
 
With the exception of the traditional notes, which have been classified as available-for-sale, all of ATB’s investment 
in ABCP has been classified as held-for-trading. As a consequence it is required to be marked to market each 
quarter with the resulting valuation adjustment being recorded in the income statement.  
 
There continues to be no observable market price for these notes as at the balance sheet date, accordingly, ATB 
has estimated the fair value of the majority of the ABCP notes using a discounted cash flow methodology. The key 
assumption in this model is the market discount rate. The market discount rate is based on the various tranches of 
the CDX.IG index adjusted to reflect the lack of liquidity inherent in the notes. Consistent with the prior quarter, the 
valuation of ineligible tracking notes, traditional tracking notes and the other non-MAV third party sponsored ABCP 
was based on ATB’s review of the underlying assets.  
 
The overall value of ATB’s ABCP holdings is estimated to be 60.0% of cost; this is the same valuation as last 
quarter. The estimate of the fair value of the ABCP notes continues to be subject to significant risks and 
uncertainties including the timing and amounts of cash flows, market liquidity, the quality and term of the underlying 
assets including the possibility of margin calls and the future market for the notes. Accordingly, the fair value of the 
notes may change materially. 
 
For additional details on these notes and the associated risks and obligations refer to note 9 to the consolidated 
March 31, 2010 year-end financial statements. 
 

Segmented Information 

As detailed in note 12 to the interim consolidated financial statements, ATB has restructured the Personal and 
Business Financial Services (PBFS) business segment in order to better meet the needs of its customers. 
Specifically, the segment has been divided into two new segments – Retail Financial Services (RFS) which is 
focused on providing financial services to individuals; and Independent Business and Agriculture (IB & Ag) which is 
focused on providing financial services to independent business and agricultural customers. As a result of this 
change ATB now has four major business lines comprising of RFS, IB & Ag, Corporate Financial Services (CFS), 
and Investor Services. A fifth line, designated Other Business Units, is made up of business units of a corporate 
nature, and includes expenses, general allowances, and recoveries not expressly attributed to any line of business.   
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Management’s Discussion and Analysis (continued) 
 
Although the current year’s results have been presented for the two new business segments, ATB is not able to 
present comparatives with this current split. For this reason, the following discussion will compare the combined 
results for RFS and IB & Ag to the past results for PBFS. PBFS recorded an asset growth of $294.8 million (or 
1.6%) over the prior quarter and a significant increase of $1.6 billion (or 9.3%) year over year. This growth in assets 
translated into increases in net income for the current fiscal year. Net income was $37.3 million for the current 
quarter, representing an increase of $9.8 million (or 35.7%) over the prior quarter and increase of $13.1 million (or 
54.1%) over prior year’s first quarter. 
 
While CFS managed to increase its asset base quarter over quarter by $228.4 million (or 4.6%), total assets 
decreased year over year by $354.5 million (or 6.3%). Despite these fluctuations in assets, CFS recorded net 
income of $54.4 million for the current quarter, representing an increase of $10.8 million (or 24.7%) quarter over 
quarter and a $20.3 million (or 59.7%) over the prior year’s quarter. 
 
As observed over the prior quarters, Investor Services continues to be a fast growing line of business, increasing its 
assets under management and administration to $5.1 billion, an increase of 22.3% over the same period last year. 
This increase in assets under management and administration did not translate into increased net income, as 
Investor Services recorded a net loss of $4.5 million for the current quarter compared to a loss of $3.6 million last 
year at this time. Investor Services expect to be profitable during fiscal 2012 as they begin to realize the benefits of 
the strategic investments made in the business. 
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 Highlights 

 (unaudited) 

For the three months ended June 30 M arch 31 June 30

 ($ in thousands) 2010 2010 2009

Operat ing results

Net interest income 171,474$             163,871$                       160,267$                      

Other income 52,949 53,362 50,238

Total operating revenue 224,423 217,233 210,505

Provision for (recovery of) credit losses 3,049 9,405 19,050

Non-interest expenses 174,903 177,746 162,409

Adjusted net income

⁽

¹

⁾

46,471 30,082 29,046

Recovery (provision for loss) on asset-backed commercial paper -                        -                                      4,031                              

Payment in lieu of tax 10,688 6,919                              7,608                             

Net income 35,783$             23,163$                        25,469$                       

F inancial po sit io n 

Net loans 22,687,215$       22,534,603$               22,119,959$                 

Total assets 26,185,029$       25,429,018$                26,461,696$                

Total deposits 23,425,296$      22,579,167$                23,742,333$               

Equity 1,828,713$          1,809,357$                  1,753,979$                  

Key perfo rmance measures  (%)

⁽

²

⁾

Return on average assets 0.73 0.48 0.44

Operating revenue growth 6.6 (8.2) (3.9)

Other income to operating revenue 23.6 24.6 23.9

Operating expense growth 7.7 4.6 4.8

Efficiency ratio 77.9 81.8 77.2

Net interest spread 2.84 2.69 2.54

Credit losses to average loans 0.05 0.17 0.35

Net impaired loans to total gross loans (0.37) (0.40) (0.41)

Net loan growth 2.6 4.3 11.7

Net loan growth(3)
5.6 6.2 15.7

Total asset growth(3)
(1.0) (4.0) 8.5

Total deposit growth (1.3) (5.5) 6.7  
⁽¹⁾ Adjusted net income is a non-GAAP measure which excludes recovery (provision for loss) on asset-backed commercial paper (ABCP) 
     and payment in lieu of tax (PILOT). 
⁽²⁾  Excludes the recovery (provision for loss) on ABCP and PILOT. 
⁽3⁾  Excludes the impact of securitization. 
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