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	 Vancouver BC 
	

FIA & CUIA Review 
Policy & Legislation Division 
Ministry of Finance 
PO Box 9470 Stn Prov Govt 
Victoria, B.C.  V8W 9V8

 
16 June 2018

 
Ref: Financial Institutions Act & Credit Union Incorporation Act Review (FIA / CUIA Review)

 
Dear Minister

 
Please find enclosed a personal submission in response to the Second Public Consultation Paper of the FIA / CUIA Review, 
as published by the B.C. Ministry of Finance in March 2018.

This personal submission provides targeted comments in regards the regulatory structure for B.C. credit unions.

Should the B.C. Ministry of Finance seek to discuss this submission then my public email address is ross_www@mac.
com. My full contact information is known to Frank Chong, Acting Superintendent of Financial Institutions Commission 
(‘FICOM’) and Acting Chief Executive Officer of Credit Union Deposit Insurance Corporation (‘CUDIC’).

 
Yours sincerely

Ross McDonald 
MBA CA BAcc. 
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EXECUTIVE SUMMARY

�is personal submission to the FIA/CUIA Review seeks to frame an alternative regulatory structure for B.C. credit unions. 
Specifically, the submission provides four recommendations:

Recommendation 1 - Roles & Responsibilities

Transfer the mandate for prudential supervision, including completion of risk-based assessments and determination of deposit 
insurance premiums, of B.C. credit unions and credit union centrals from FICOM to CUDIC. Terminate any requirement 
that CUDIC be administered by FICOM.

Recommendation 2 - Legal Entities

Establish CUDIC as a Crown agency. Retain FICOM as branch of the Ministry of Finance. Collaborate with industry to 
review the legislative mandate, appropriate sustainable resources, and any potential merger of Stabilization Central Credit Union.

Recommendation 3 - Leadership & Governance

Appoint permanent executive and an independent, empowered governance body to provide leadership and oversight of 
CUDIC. Related competency matrices and governance processes should reflect CUDIC financial size, technical complexity 
and systemic role. CUDIC Board should adopt, and strive for excellence in, relevant governance best practices.

Recommendation 4 - Public Accountability 

Regardless of their legal entity structure then FICOM and CUDIC should, as separate organizations, be subject to the “Per-
formance Reporting Principles” and the “Taxpayer Accountability Principles” as published by the B.C. government.

 
�e recommendations are aligned with the primary objective of the legislative and regulatory framework “to maintain stability 
and confidence in the financial services sector by reducing the risk of failures and providing consumer protection and sup-
porting objectives.” Related execution would necessitate short-term legislative change and organizational restructuring. Some 
portion of this work may be already actively engaged given the initial recommendations by the B.C. Ministry of Finance.

�e recommendations recognize the current size, elevated complexity, resource challenges and peer jurisdiction approaches 
in regards regulatory oversight of credit unions. Recommendations may create significant benefits to government, to industry 
and to the public over a medium-term basis. Given numerous, diverse and substantive externalities that face the credit union 
industry, the recommendations may position the regulatory oversight for the coming decade until the next legislative review.

�e author believes that credit unions contribute materially to the economy, employment and communities of B.C. �is 
submission is motivated by personal appetite for a strong and sustainable B.C. credit union industry; for an effective, efficient 
and appropriate regulatory structure; for best practice adoption in regards governance oversight and public accountability.

“CUDIC has outgrown legacy legislation and FICOM’s shadow. 
CUDIC is responsible for deposit insurance of a C$77 billion industry 
that is used by almost half of British Columbians. Larger than most 
Canadian credit unions then it warrants full-time, permanent executive 
leadership. Larger than most B.C. Crown Corporations then it deserves 
independent, empowered and accountable governance oversight.”
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RECOMMENDATION 1 - ROLES & RESPONSIBILITIES

Recommendation: Transfer the mandate for prudential supervision, including completion 
of risk-based assessments and determination of deposit insurance premiums, of B.C. credit 
unions and credit union centrals from FICOM to CUDIC. Terminate any requirement that 
CUDIC be administered by FICOM.

 

B.C. has the largest provincial credit union system in Canada. As at 31 December 2017 then B.C. credit unions reported 
C$77 billion of assets, C$66 billion of member deposits and 2.0 million members that represent over two-fifths of the pro-
vincial population. �ree of the top five Canadian credit unions are located in British Columbia.

�e B.C. credit industry is growing. Between 2005 and 2017, B.C. credit union assets increased from C$36 to C$77 billion 
and membership increased from 1.5 to 2.0 million.

Over recent years, credit union operations have increased in complexity. Elevated consumer expectations, heightened compe-
tition and evolving technological innovation have necessitated significant investment by credit union organizations in digital 
channels, product offerings and operational efficiency. Increased scale may have permitted increased sophistication by larger 
B.C. credit unions. For example,  between December 2007 and 2017, the total assets of Vancity Credit Union increased from 
C$14.1 to C$21.7 billion (Source: Vancity CU).

�e B.C. credit union industry and its regulator gained national, systemic impact. In recognition of its importance to Canadian 
credit unions then, in 2014, FICOM designated Central 1 Credit Union as a Domestically Systemically Important Financial 
Institution. As such, it subject to commensurately elevated regulatory requirements and prudential supervisory expectations. 
Between 2005 and 2017, Central 1 Credit Union assets increased from C$5 to C$18 billion. While asset growth includes a 
2008 merger with Credit Union Central of Ontario then the majority of asset growth was driven by higher member deposits 
at B.C. credit unions. As of 1 January 2017, responsibility for regulatory oversight of Central 1 Credit Union passed from the 
federal Office of the Superintendent of Financial Institutions to FICOM. Central 1 Credit Union holds mandatory liquidity 
deposits for all B.C. and some ON credit unions. It provides wholesale payments, treasury and numerous other services to 
credit unions nationwide. �e nature and complexity of its operations, and therefore its regulatory policies and prudential 
supervisory approach, are materially different from that of a credit union.
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Canadian credit union membership
Membership: total size (Millions), % of population

Sources: CCUA. Membership data at 31 December 2017

Sources: Statistics Canada, population per 2016 Census

Data shown for Western Canada plus Ontario
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FICOM does not appear to have the operational capabilities to fulfil its mandate in regards credit union prudential supervi-
sion. In 2016, the BC Auditor General concluded that “FICOM may not be able to detect a worsening situation at a credit 
union in time to address and reduce the risk of failure.” �is expert, independent determination strikes at the heart of the 
prudential supervision function. FICOM Supervisory Framework publication states that “the objective of FICOM’s supervi-
sion is to reduce the likelihood that a provincially regulated financial institution will fail.” 

Over recent years, FICOM appears to have completed a very small number of supervisory reviews of credit unions. B.C. has 
42 credit unions. �e 2014 BC Auditor General report stated that “With their shortage of staff, it would take over 14 years 
to review all of BC’s credit unions instead of FICOM’s intended target of two to three”. It could be inferred that FICOM 
completed supervisory reviews of three credit unions (42 divided by 14), or equivalents thereof, each year. �is compares to 
the 14 to 21 credit unions, or equivalents, that require prudential supervisory reviews annually to achieve FICOM’s target. 
�e 2016 BC Auditor General report stated that “FICOM’s actions to address its staffing shortage are not working. FICOM 
has further reduced the number of credit union reviews it will do each year”. �is suggests that FICOM prudential supervision 
team may review each credit union once every couple of decades or so. �is frequency of review compares extremely poorly 
to regulatory standards in other jurisdictions and in other regulated industries. �e lack of timely supervisory assessments of 
credit unions may increase deposit insurance risks for B.C. taxpayers, given current unlimited deposit insurance policy.

“FICOM may not be able to detect a worsening situation at a credit 
union in time to address the risk of failure.” Auditor General of B.C. 2016

�e extent of FICOM’s responsibilities are materially greater than those of peer provincial regulatory entities. FICOM regu-
lates multiple industries - credit unions, trust companies, insurance companies, real estate, mortgage brokers, strata properties 
and pension plans. FICOM performs substantially all regulatory function for B.C. credit unions. Specifically FICOM - inclu-
sive of CUDIC - is responsible for regulatory policy, statutory approvals, prudential supervision, deposit insurance and market 
conduct. Most, if not all, other Canadian provincial regulatory structures use multiple organizations to perform equivalent 
industry coverage and functional responsibilities.

Despite FICOM’s multi-year resource challenges, its authority was recently further extended. In 2017, the BC Ministry of 
Finance tasked FICOM with the new function of Office of the Superintendent of Real Estate, a seemingly prominent and 
impactful role given the substantive recommendations of the B.C. Government’s Independent Advisory Group.

�e B.C. Ministry of Finance should revisit any business case that requires 
CUDIC to outsource its administration and/or operations to FICOM. �e 
BC Ministry of Finance FIA/CUIA March 2018 recommendations state that 
“CUDIC was merged with FICOM in 1990 to allow expertise to be pooled; 
that pooling of expertise continues to be relevant and important today.” At 
that time then both FICOM and CUDIC were startup organizations, per-
haps with an all-hands-on-deck mindset. But CUDIC and FICOM are now 
mature organizations. �e rationale of pooled expertise between FICOM and 
CUDIC may reflect legacy pragmatism rather than current circumstances or 
future needs of the B.C. credit union industry and related regulation.

FICOM operational capabilities to set regulatory policy for credit unions 
appear effective under the current organizational structure. Since the prior 
FIA/CUIA review then FICOM has introduced, and updated, a significant 
number of regulatory guidelines. It has also progressed multiple adhoc initia-
tives, such as stress tests, in efforts to assess industry risk and/or to enhance 
credit union capabilities.

Regulation of BC Credit Unions
Issuance of New Requirements & Regulatory Initiatives

2010      2012      2014      2016

Governance

Residential
Mortgages

Net Cumulative
Cash�ow

GUIDELINES

INITIATIVES

Liquidity
Stress Test

Capital
Stress Test

Capital
Adequacy

Source: Ross McDonald, from FICOM website publications

Liquidity
Coverage

Deposit
Insurance

Methodology

Central 1
D-SIFI



FIA/CUIA Second Public Consultation. June 2018. Personal submission. Copyright Ross McDonald. All rights reserved	 Page 6  

RECOMMENDATION 2 - LEGAL ENTITIES

Recommendation: Establish CUDIC as a Crown agency. Retain FICOM as branch of the 
Ministry of Finance. Collaborate with industry to review the legislative mandate, appropriate 
sustainable resources, and any potential merger of Stabilization Central Credit Union.

�e size of CUDIC net income may warrant it being a standalone organization. For the year to March 2017, CUDIC net 
income of C$57 million. Such earnings are large relative to a) BC’s largest credit unions, b) aggregate earning of BC credit 
unions, and c) many BC Crown corporations. For comparison, Coast Capital Savings Credit Union reported C$58 million 
net income in the year to December 2016. In the same period, BC credit unions collectively reported net income of C$263 
million. Over recent years then net income of CUDIC relative to that of BC credit unions has increased materially, from 13% 
to 22%, principally due to material increases in deposit insurance premiums. Investment returns from the CUDIC deposit 
insurance portfolio funds FICOM operations.

�e size of CUDIC assets may warrant it being a standalone organization. Between December 2007 and 2017, CUDIC assets 
increased from C$230 to C$596 million (Source: CUDIC). CUDIC assets have grown materially through higher system 
deposits, elevated funding policy target and fund transfer. 

Largest BC Crown Corporations
By Net Income / Annual Surplus (C$Millions)

Sources: Annual reports. Data as at 31 March 2017

* $35,000 annual surplus for year to March 2016

** Excluding BC Housing

n/m Not Meaningful as multiple entities reported losses

Largest BC Crown Corporations
By Net Assets / Accumulated Surplus (C$Millions)

Sources: Annual reports. Data as at 31 March 2017

* C$2 million accumulated de�cit as at March 2016 

** Excludes Transportation Investment Corp as C$474

million accumulated de�cit

Largest BC Crown Corporations
By Total Assets (C$Millions)

BC Crown Corporation C$Millions

BC Hydro & Power Authority 31,888

Insurance Corporation of B.C. 17,545

Transportation Investment Corp. 3,202

BC Pavilion Corp. 1,194

BC Housing* 1,052

Average (Other 22 Crown Corp.) 140

CUDIC (6th largest**) 596

Source: Annual reports. Data as at 31 March 2017

* BC Housing: C$361 million as at March 2016

** Excluding BC Housing 

BC Crown Corporation C$Millions

BC Hydro & Power Authority 4,909

Insurance Corporation of B.C. 2,446

Columbia Basin Trust 446

Columbia Power Corp. 201

BC Housing* 198

Average (21 Crown Corp.**) 17

CUDIC (3rd largest) 595

BC Crown Corporation C$Millions

BC Liquor Distribution Branch 1,083

BC Hydro & Power Authority 684

BC Housing* 199

Columbia Power Corp. 42

Columbia Basin Trust 15

Average n/m

CUDIC (3rd largest**) 57

Owner of Deposit Insurance Fund
CUDIC vs Stabilization Central Credit Union

Sources: CCUA. Membership data at 31 December 2017

Sources: Statistics Canada, population per 2016 Census

Data shown for Western Canada plus Ontario
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CUDIC Financial Summary
C$ Millions, Year to 31 March

 2017 2015 2013

Assessments 54.4 40.3 29.5

Portfolio return 8.0 10.2 9.0

Expenses 4.6 5.3 3.4

Taxation 0.4 0.7 0.8

CUDIC net income 57.4 44.5 34.3

Net income of

BC credit unions 263 253 267

Net income

CUDIC / BC system  22% 18% 13%

Source: CUDIC and Central 1 Credit Union

B.C. credit union net income for Year to December 2016,

December 2014 and December 2012 respectively 
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�e B.C. Ministry of Finance should revisit its seeming business case for FICOM’s expansive mandate scope and instead 
prioritize effective structure, functional excellence and public accountability. �e BC Ministry of Finance should strive to 
identify, and to adopt, best practices in regards the regulatory structures for credit unions. With the exception of BC then 
most, if not all, regulatory structures in other Canadian provinces separate regulatory functions into multiple organizations. 
Typically, regulatory policy and statutory approvals are performed by a provincial government organization, while deposit 
insurance and prudential supervision are executed by a provincial crown corporation (commonly a ‘Credit Union Deposit 
Guarantee Corporation’). 

CUDIC prudential supervision may enable a simple, transparent funding model. �e B.C. credit union industry would 
directly fund the majority of regulatory costs, including prudential supervision activities, through deposit insurance premiums 
to CUDIC, while the B.C. Ministry of Finance and/or stakeholders would fund residual FICOM functions. Most, if not all, 
monetary transfers between CUDIC and FICOM, and between FICOM and the BC Ministry of Finance, would terminate. 
�e current funding model may be needlessly complex and significantly different from practices in other provinces. 

“The B.C. Ministry of Finance should revisit its seeming business case 
for FICOM’s expansive mandate scope and instead prioritize effective 
structure, functional excellence and public accountability.”

Legal separation between FICOM and CUDIC may be beneficial to government, industry, taxpayers and employees. �e 
competency matrix, staffing requirements and labour market rates across the regulatory functions likely vary materially. �ere 
may be some functions that are performed to a higher standard; with greater timeliness; or on a cost-effective basis by public 
servants employed by the B.C. Ministry of Finance. For example, public servant direct access to B.C. government resources 
may provide clarity of discussions towards better and/or more timely decisions for statutory approvals. B.C. Ministry of 
Finance may seek to have direct input - perhaps to partly mitigate its deposit insurance risk - into processes that introduce, 
edit, or alter the intensity of regulatory policies. Employees may benefit from legal separation of FICOM and CUDIC as some 
current FICOM employees may prefer to remain in the public service.

Risk assessment responsibility and related funding source were significantly migrated from industry to government. In 2005, 
the relationship between FICOM/CUDIC and Stabilization Central Credit Union (‘SCCU’) - an entity owned and governed 
by B.C. credit unions - was significantly revised and “this resulted in the Stabilization Fund being reduced by $83 mil-
lion to approximately $30 million, with the CUDIC deposit insurance fund increased by a like amount.” (Source: SCCU 
2005 Annual Report). “�ese new arrangements restrict the flow of information between Stabilization Central and FICOM/
CUDIC, with the result that Stabilization Central’s role in assessing risk is more limited” (Source: SCCU 2005 Annual 
Report). �e 2005 fund $83m transfer was transformative in size relative to then asset sizes of CUDIC and SCCU.

SCCU should be considered as part of any regulatory restructuring. SCCU has a legislative mandate to act as the stabilization 
authority to B.C. credit unions. SCCU - owned, governed and operated by industry - appears to provide a valuable force 
for betterment in the credit union system. It advises specific credit unions that voluntarily choose, or have been required 
by FICOM, to initiate organizational changes. It promotes best practices across B.C. credit unions. In an environment of 
increased complexity and elevated regulations then it may act as an informed, cost-effective and trusted counsellor to boards 
of directors of B.C. credit unions - especially those of small and medium size. Its role contributes to the mitigation of deposit 
insurance risk. Annual reports of, and the 2015 FIA/CUIA submission by, SCCU disclose deliberations by its board in regards 
organizational viability and potential merger partners. �ey also highlight significant desire for a clearly defined, appropriately 
informed and credibly sustainable role. SCCU could play various future roles. Its functional responsibilities could be extended. 
Its legal status could remain as a standalone entity or be merged with Central 1 Credit Union or CUDIC. �is submission 
does not consider related matters or propose specific recomendation(s). �e B.C. Ministry of Finance should collaborate with 
industry to critically assess the business case, alternative strategic options, and effective future role of SCCU. 



FIA/CUIA Second Public Consultation. June 2018. Personal submission. Copyright Ross McDonald. All rights reserved	 Page 8  

RECOMMENDATION 3 - LEADErsHIP AND governANCE

Recommendation: Appoint permanent executive and an independent, empowered governance 
body to provide leadership and oversight of CUDIC. Related competency matrices and gover-
nance processes should reflect CUDIC financial size, technical complexity and systemic role. 
CUDIC Board should adopt, and strive for excellence in, relevant governance best practices.

 
By virtue of legacy legislation, CUDIC has never had dedicated executive leadership. �e Superintendent of Financial Insti-
tutions also holds the official capacities of Superintendent of Pensions, Registrar of Mortgage Brokers, Superintendent of 
Real Estate plus CUDIC Chief Executive Officer. �e CUDIC Executive Director, and limited CUDIC staff members, are 
FICOM employees. FICOM completes executive functions, such as establishment of the deposit insurance fund target policy, 
on behalf of CUDIC (Source: CUDIC annual report). FICOM staff provide significant operational services and administra-
tive support to CUDIC.

For over two years, FICOM absence of permanent executive leadership has impacted CUDIC. Carolyn Rogers resigned as 
Superintendent of Financial Institutions in May 2016. Jeffrey Wu, Executive Director CUDIC, left FICOM at a similar 
date. Since that time FICOM has been led by an Acting Superintendent, Acting Superintendent Regulation, Acting Deputy 
Superintendent Prudential Supervision and Acting Deputy Superintendent Market Conduct. FICOM corporate functions 
are directed by an Interim CEO. Day to day operations of CUDIC are overseen by a FICOM employee that was appointed 
Acting Executive Director CUDIC.

CUDIC deserves full-time, permanent executive leadership:

its organizational size is larger than most B.C. credit unions and most B.C. crown corporations��
its operating environment - the B.C. credit union industry - has increased materially in terms of size and complexity��
its impact on supervisory risk assessments, and potential remedial interventions, to B.C. credit unions may be significant��
its leadership competency matrix - including technical expertise, management skills and stakeholder relationships - may ��
differ significantly from that required to set regulatory policy or assess statutory approvals

its responsibilities and resources, subject to above recommendations, may increase materially��

 
By virtue of legacy legislation, CUDIC has never had dedicated governance oversight. Members of the FICOM Com-
mission also act as Board Directors of CUDIC. As at March 2018, there were six appointed members of the FICOM 
Commission. It may be indicative of the conjoined relationship, of limited resourcing and/or of perceived functional pri-
orities that CUDIC appears not to have submitted a response to the 2015 Initial Public Consultation Process of the FIA / 
CUIA consultation review. Were this the case then its Board of Directors should justify why CUDIC elected not to offer 
thought leadership, policy opinion and/or regulatory input on legislative matters at the core of its organizational purpose. 

‘FOUR ESSENTIALS FOR BUILDING A STRONGER BOARD’, MCKINSEY & COMPANY

Broaden the board’s scope

Contribute the ‘outside view’ to strategy 

Bring your board into the digital age 

Ask the right questions about technology 

Examine M&A [resource allocation] through a long-term lens 

Involve your board in talent and culture 

Safeguard the brand

Deepen director’s commitment

Work more days 

Develop a dynamic agenda

Clarify responsibilities and board composition

Appoint an ambitious chair 

Look for experience and talent 

Clarify what the board leader does

Create trust by investing in board dynamics

Balance trust with challenging discourse 

Educate and train your board members 

Engage in a continuous improvement process
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CUDIC Board may have mismatched competencies. Conjoined governance of FICOM and CUDIC implicitly requires 
compromise in appointee selection. Competency matrices are commonly used by a Board of Directors to balance its collec-
tive professional experience, environmental or contextual knowledge and personal attributes and skills. FICOM provides 
regulatory oversight for multiple industries including credit unions, insurance, trusts, pensions, real estate and mortgage 
brokers. FICOM Commission members presumably have appropriate expertise and experience across these industries, and 
understanding of related regulatory issues. Implicitly then only a subset of that expertise, experience and skills are relevant to 
credit unions and to CUDIC. Yet the CUDIC Board and FICOM Commission have identical membership.

Diverse conflict of interest requirements may limit the candidate pool for CUDIC Board. �e Board Resourcing and Devel-
opment Office related posting stated that “to be considered as a [FICOM] Commission member an individual must not have 
any real or perceived conflict of interest with the industries or institutions regulated by FICOM.” �e conjoined governance 
structure therefore means that a candidate with a potential conflict of interest in the pension, mortgage broker, insurance or 
real estate industry is automatically prohibited from providing governance oversight of CUDIC and its credit union mandate.

CUDIC has outgrown legacy legislation and FICOM’s shadow. �e size, complexity and impact of the B.C. financial services 
industry is material. Largely devised in the late 1980s then legacy legislation in regards leadership and governance of CUDIC 
may be outdated. CUDIC is responsible for deposit insurance of a C$77 billion industry that is used by almost half of British 
Columbians. Larger than most Canadian credit unions then it warrants full-time, permanent executive leadership. Larger than 
most B.C. Crown Corporations then it deserves independent, empowered and accountable governance oversight. 

CUDIC Board should have the authority - and the resultant responsibility - to appoint and to assess its Chief Executive 
Officer and to develop executive compensation plans. Multiple governance experts identify CEO selection as a key function:  

‘Selecting the chief executive officer and planning for CEO succession are among the most important responsibilities of a ��
company’s board of directors.’ - Harvard Law School Forum for Corporate Governance & Financial Regulation  ‘Advice 
for boards in CEO Selection and Succession Planning’

‘Choosing the next CEO is the single most important decision a board of directors will make.’ - Harvard Business ��
Review, ‘�e Art and Science of Finding the Right CEO’

‘During a CEO search process, boards might do well to keep their long knives sheathed because, in fact, real leaders are ��
threatening to those intent on preserving the status quo’ - Harvard Business Review, ‘Don’t Hire the Wrong CEO’

 
CUDIC Board should demonstrate leadership to credit unions through its compliance with governance best practices.

‘BUILDING HIGH PERFORMANCE BOARDS’, CANADIAN COALITION FOR GOOD GOVERNANCE’

A high performance board is accountable and independent

Guideline 1 - Facilitate shareholder democracy 

Guideline 2 - Ensure at least two-thirds of directors are independent of management 

Guideline 3 - Separate the roles of Board Chair and Chief Executive O�cer

A high performance board has experienced, knowledgeable and e�ective directors with the highest level of integrity

Guideline 4 - Ensure that directors are highly competent and bring the requisite knowledge and experience to the board 

Guideline 5 - Ensure that the goal of every director is to make integrity the hallmark of the corporation 

Guideline 6 - Establish reasonable compensation and share ownership guidelines for directors 

Guideline 7 - Evaluate board, committee and individual director performance

A high performance board has clear roles and responsibilities

Guideline 8 - Establish mandates for board committees and ensure committee independence 

Guideline 9 - Adopt well de�ned board processes and procedures that support board independence 

Guideline 10 - Oversee strategy 

Guideline 11 - Oversee risk management 

Guideline 12 - Assess the Chief Executive O�cer and plan for succession 

Guideline 13 - Develop and oversee executive compensation plans

A high performance board engages with shareholders

Guideline 14 - Report governance policies and initiatives to shareholders 

Guideline 15 - Engage with shareholders
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RECOMMENDATION 4 - PUBLIC ACCOUNTABILITY

Recommendation: Regardless of their legal entity structure then FICOM and CUDIC should, 
as separate organizations, be subject to the “Performance Reporting Principles” and the “Tax-
payer Accountability Principles” as published by the B.C. government.

 
Governance bodies that oversee public service organizations are typically obligated to publish service plans, annual reports 
and other documents to public stakeholders. Disclosures may be driven by legislative requirement, government expectations 
or voluntary engagement. 

Substantially all Canadian financial regulatory agencies appear to make extensive public disclosures. For example, Credit 
Union Deposit Guarantee Corporation - typically responsible for deposit insurance and prudential supervision functions in 
peer provinces - publish annual reports that are comparable to a public company. Such reports may contain some or all of 
audited financial statements; management discussion and analysis; CEO and Board reports; executive team profiles; governance 
practices; industry developments; regulatory updates; supervisory performance metrics; and/or executive compensation.

Public disclosures by FICOM and/or CUDIC appear to be negligible. Neither FICOM nor CUDIC publish an annual report 
or similar document that provides insight and rationale into goals, achievements, risks, key decisions, financial performance 
and/or other information. CUDIC publishes limited annual financial statements. As a ministry branch, FICOM disclosures 
could potentially be provided in the service plans and other reports published by the B.C. Ministry of Finance. But the most 
current Annual Service Plan Report (2015-2016) published by B.C. Ministry makes no reference whatsoever in regards 
financial statements, performance metrics or any other information for either FICOM or CUDIC.

Regardless of their legal entity structure, both CUDIC and FICOM should initiate compliance with the B.C. Performance 
Reporting Principles. In 2003, the B.C. government established “Performance Reporting Principles For the British Columbia 
Public Sector”. �e related publication frames eight principles of deemed best practice that were approved by the Auditor 
General of B.C. �e principles seek to support an open and accountable government.

FICOM should dislose, and provide credible rationale, to industry and to the public its plan to achieve key organizational 
goals. For example, the 2018/19 to 2020/21 Service Plan of the B.C. Ministry of Finance establishes a performance target for 
FICOM that, in 2017/18, 85% of financial institutions have a supervisory assessment completed in the prior three years.

B.C.GOVERNMENT: PERFORMANCE REPORTING AND TAXPAYER ACCOUNTABILITY PRINCIPLES 

B.C. Performance Reporting Principles: Guide government in reporting to the public on its performance

1. Explain the public purpose served 

2. Link goals and results 

3. Focus on the few, critical aspects of performance 

4. Relate results to risk and capacity 

5. Link resources, strategies and results 

6. Provide comparative information 

7. Present credible information, fairly interpreted 

8. Disclose the basis for key reporting judgements

B.C. Taxpayer Accountability Principles: Recognize that public sector organizations have a higher accountability to 

the taxpayer—above and beyond the traditional �duciary duty to the organization

1. Cost conscious 

2. Accountability 

3. Appropriate compensation 

4. Service 

5. Respect 

6. Integrity
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Per Wikipedia, “Political accountability is the accountability of the government, civil servants and politicians to the public 
and to legislative bodies”.

In June 2014 “Taxpayers Accountability Principles”, the B.C. government introduced a new expectation “for deputy ministers 
... to hold the entity [B.C. public service organization] accountable for the outcomes and measurements identified by the 
minister responsible, in consultation with the respective board chair.”

Executive leadership is obligated to make difficult decisions. �is is the case in industry, government and communities. Some 
decision may involve topics that have high complexity, elevated sensitivity, material implications, accelerated timeline and/or 
significant subjectivity. Decisions may impact the organization, employees, communities and other stakeholders. Decisions 
may be made with imperfect information, unknown external forces and without the benefit of hindsight. Regardless, executive 
leadership and related governance body should be accountable to stakeholders for the resulting outcomes.

“The Taxpayer Accountability Princples state that ‘Board members act 
independently from the organization’s executive and have the best inter-
ests of taxpayers and shareholder as their primary consideration.’”

For example, FICOM executive and governance body should be accountable for decisions to return millions of dollars to B.C. 
general revenues rather than spend it on mandate fulfilment and/or operational betterment. Related funds were ultimately 
sourced from credit union deposit insurance premiums. Gerry Kyllo, MLA, neatly captured the situation in a Select Stand-
ing Committee - observing that FICOM executive faced multiple options and, regardless of whether “it’s a wrong decision”, 
a distinct choice was made. �at such disclosures result from adhoc testimony to public officials rather than from routine 
stakeholder engagement processes may conflict with the intent of the Taxpayers Accountability Principles. Respectful of their 
primary consideration, FICOM Commission should routinely report to the public details of important goals, decisions and 
perfomance of FICOM and provide related rationale on how it perceives key aspects to reflect the best interests of taxpayers.

CASE STUDY: FICOM EXECUTIVE DECISION TO RETURN SURPLUS FUNDS TO B.C. GOVERNMENT 

‘FICOM does not have adequate sta� to carry out its supervisory plan’, Auditor General of B.C. (2014)

Faced with inability to attract a su�cent number of sta� with necessary expertise and appropriate experience then FICOM 

executive, over multiple years, elected to return multi-million dollar unspent revenues to B.C. government general funds. 

Alternative use of funds included the engagement of external contractors to assist, or to ful�l, its prudential supervisory 

mandate; to invest in training, technology or other organizational capabilities; and/or to lower expenses charged to CUDIC.

B.C. Government Select Standing Committee on Public Accounts (October 2016)

Tara Richards, Interim CEO FICOM: “There is a surplus that is returned to the consolidated revenue fund … with the shortage 

of sta�, we have a surplus in the order, range, of $3.5 million to $5 million on an annual basis. Last year, for the record, the 

recovery was $4.8 million.”

Gerry Kyllo, MLA Shuswap: “My observation would be that it’s, I think, a magnitude of about $5 million being turned back to 

general revenues. So you had the ability, I guess, of an additional $5 million that could have been expensed in order to meet 

your goals. I would suggest that there largely would be the technical ability of contractors around the province that could 

have helped to facilitate — taken on additional work and helped you to achieve the goal. But there was a choice within the 

o�ce to go to a model…. I’m not saying it’s a wrong decision, necessarily, but there was a distinct choice to focus on hiring 

and remuneration and not contracting the work out in order to fully satisfy the requirement of the o�ce.”

�e funding basis and governance model of credit union regulation may be subject to a principal-agent gap. Despite industry 
funding FICOM/CUDIC operations then its contribution to related governance, and its receipt of perfoamnce disclosures, 
are both minimal and contary to practices in peer provinces. Lack of industry participation in oversight may have denied due 
challenge to FICOM Commission and executive. �e 2015 submission to the FIA/CUIA consultation process by the B.C. 
credit union system noted that “as the funder of CUDIC, credit unions should have a greater voice in its governance.”
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