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PUBLIC ACCOUNTS

Tuesday, September 30, 2014 PROVINCE OF
9:00 a.m. RiTis coLun®

West Meeting Room 111 and 112, Vancouver Convention Centre
1055 Canada Place, Vancouver, B.C.

Present: Bruce Ralston, MLA (Chair); Sam Sullivan, MLA (Deputy Chair); Kathy Corrigan, MLA;

Marc Dalton, MLA; David Eby, MLA; Vicki Huntington, MLA; Greg Kyllo, MLA; Mike Morris, MLA;

Linda Reimer, MLA; Selina Robinson, MLA; Shane Simpson, MLA; Laurie Throness, MLA; John Yap, MLA
Unavoidably Absent: Simon Gibson, MLA; George Heyman, MLA

Officials Present: Carol Bellringer, Auditor General; Stuart Newton, Comptroller General

Others Present: Ron Wall, Manager, Committee Research Services

1. The Chair called the Committee to order at 9:01 a.m.

2. 'The Committee reviewed the agenda.

3. It was moved by Kathy Corrigan, MLA, that:

Mr. David Loukidelis and Mr. Graham Whitmarsh be requested to appear before the Committee with respect to

additional questions relating to the Committee’s continued consideration of the Auditor General’s report titled
An Audit of Special Indemnities. The motion was defeated on the following division:

Yeas (5) Nays (7)

Corrigan Dalton

Eby Kyllo

Huntington Morris

Robinson Reimer

Simpson Sullivan
Throness
Yap

4. The following witnesses appeared before the Committee and answered questions relating to the Auditor General
Report: Credit Union Supervision in British Columbia (March 2014).

Witnesses:

Office of the Auditor General:

« Russ Jones, Deputy Auditor General

« Bill Gillhooly, Assistant Auditor General

« Lisa Moore, Executive Director, Financial Audit

Ministry of Finance:
« Carolyn Rogers, CEO and Superintendent, Financial Institutions Commission (FICOM)
« Heather Wood, Assistant Deputy Minister, Financial and Corporate Sector Policy, Ministry of Finance

5. Resolved, that the Committee meet in-camera to discuss additional questions relating to the report. (Kathy
Corrigan, MLA)



6. The Committee met in-camera from 11:39 a.m. to 11:51 a.m.
7. The Committee continued in public session at 11:52 a.m.
8. 'The Committee recessed from 11:54 a.m. to 1:01 p.m.

9. 'The following witnesses appeared before the Committee and answered questions relating to the Auditor General
Report: Oversight of Physician Services (February 2014).

Witnesses:

Office of the Auditor General:

« Russ Jones, Deputy Auditor General

o Jessie Giles, Manager, Performance Audit

Ministry of Health:

o Ted Patterson, A/Assistant Deputy Minister, Health Sector Workforce Division

« Rod Frechette, Executive Director, Compensation and Negotiations, Health Sector Workforce Division

o Jeremy Higgs, Executive Director, Workforce Research and Analysis, Health Sector Workforce Division
10. The Committee recessed from 3:10 p.m. to 3:20 p.m.

11. The Committee discussed the agendas and schedule of future committee meetings.

12. The Committee adjourned to the call of the Chair at 3:57 p.m.

Bruce Ralston, MLA Kate Ryan-Lloyd
Chair Deputy Clerk and
Clerk of Committees



TUESDAY, SEPTEMBER 30, 2014
The committee met at 9:01 a.m.
[B. Ralston in the chair.]

B. Ralston (Chair): Good morning, Members. I'd like,
first, to introduce the new Auditor General of British
Columbia, who is here at the committee today for the
first time. Briefly, by way of introduction, there are many
members on this committee who formed part of the
Committee of Selection, so many of you will be familiar
with her background.

She is the former Auditor General of Manitoba, two
different stints, and has an extensive background, as one
might expect, in conducting financial statement audits,
performance audits and investigations. She's a member of
the board of the International Federation of Accountants
and the Auditing and Assurance Standards Board.

She's been two weeks in the job — a bit of a whirlwind
tour over there in the office — and is here before the com-
mittee for the very first time. Would members join me
in making the new Auditor General of British Columbia,
Carol Bellringer, welcome.

We have an agenda that's been circulated. I propose to
deal with item 1 at this point.

Work of the Subcommittee
on Agenda and Procedure

S. Sullivan (Deputy Chair): I just wanted to make
a comment about the agenda, which has brought up a
situation.

First of all, welcome, Auditor General. It's great to
have you.

And thank you, Russ Jones, for your capable support
and leadership.

Basically, under the guidance of our Chair, the com-
mittee has been working very well. But recently the issue
of the agenda has brought up a topic for me that I think
the committee should consider. Perhaps now is not the
time but in the future.

First of all, we do have.... One of the very first deci-
sions of the committee was to create a subcommittee of
agenda and procedure. The committee has worked quite
well. The process that we use is very collaborative. For ex-
ample, in the last determination of these meetings here,
the Chair offered two of three days — either the 30th,
first or second. I suggested we might be able to pull oft
all three days, and he considered that the ideal was to
meet two days.

That worked very well, but on the issue of this agen-
da, this very topic here, I did suggest that we had pretty
tully discussed it the last time. We had about two hours'
discussion. This topic has been discussed in the House
at least two times that I know of and has been discussed
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thoroughly in the media — very sharp journalists onto
it. I felt that we could use our time better by dealing with
some of the other reports.

When I look at the functioning of this subcommittee,
I think it's worked very well, in general. I was looking for
a kind of measure of how the subcommittee has worked,
and the best rough measure I could come up with is the
number of hours that the committee has agreed to meet.

[0905]

When I'looked over the past number of years, typically
a public accounts committee will meet between 14 hours
and 30 hours, and 2010 was the highest number of 30
hours. Last year, despite only having half a year, we met
for 28 hours. This year it looks like we will have a record
in terms of hours met, so in that way it's working well.

I did object to this item at the beginning, because I felt
it had been sufficiently dealt with. I am very open to dis-
cussing it further, but at the last meeting it was decided
that the member who wanted to discuss this would send
aletter. I didn't receive that letter. I believe the Chair did.
I didn't have enough information to deal with....

In the future the committee may want to give direction
as to how this subcommittee would function. Would it
be based on a collaborative approach? Would it be based
on the Chair making decisions with some advice from
the Deputy Chair, or would the Chair just make the de-
cision? In this case, the Deputy Chair not having all the
information to deal with....

I wanted to make that comment. Mr. Chair, thank you
for your guidance and your leadership, but I think it was
an issue that I would like to ultimately have discussed at
some other time.

B. Ralston (Chair): As far as I'm concerned, we are
going to proceed, but just maybe let me make a few com-
ments.

First of all, the letter that you refer to was circulated.
You received it two weeks ago, on September 15, I'm ad-
vised by the Clerk. Secondly, it was discussed. Page 57 of
the transcript, the Hansard of Tuesday, June 24, is where it
was discussed by the committee. At that point — this was
over three months ago — I said that MLA Corrigan was
going to submit a written application, we would adjourn
the session, and, subject to that motion, we would con-
tinue. That was voted on and approved by the committee.

As far as I'm concerned, the committee considered that
and sanctioned this step, subject to a letter being provid-
ed, which it has been.

Secondly, you are, I think, partially accurate in your
recitation of what's happened with the subcommittee, but
you will recall that in setting the dates for the first part
of 2013, I began discussion with you in early December
2012 and did not get your agreement to four days — two
full days, which turned out to be at the end of June, and
two days while the House was sitting. That process of
coming to agreement took some four months.
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There were a number of objections that you raised to
proceeding more quickly. You were unavailable. You were
unwilling to circulate proposed dates by e-mail. You in-
sisted on meeting with members of your committee per-
sonally, although when you met in Prince George at the
end of January, you were unable to find any time.

If we want to go in to air the laundry of the operations
of the subcommittee, I can say that I've been very dis-
satisfied with the way in which it's functioned and found
that your willingness to engage in the simple process of
agreeing to dates is a very protracted and torturous one.

In my view, our subcommittee hasn't functioned well
in that respect. Doubtlessly we can make improvements,
and I note that in the recent exchange that we had there
was more prompt agreement, although you would not
agree to meeting at any point during the six weeks of ses-
sion. That's very unusual for any legislative committee in
the country, but apparently that's your view.

I don't think the committee functions well, because it
seems to me your goal is to prevent the committee from
meeting rather than to facilitate it meeting. Really, I think
the business of the committee is to address the reports
and the public accounts of the province rather than to
spend our time quarrelling about when the committee is
going to meet. In many committees, I note.... [ was ata
conference in Newfoundland. I think MLA Yap was there.

[0910]

The committee in Alberta — Wildrose has the chair of
the committee, and the Tories are the government there
at this point — has made some very innovative steps and
set out a more or less fixed calendar, with some advance
agreement on committee meeting dates. So there are
lots of opportunities to look at other jurisdictions and
see how they do it.

I don't think the proper judgment of the efficacy of the
committee is the number of hours it sits. Presumably, the
public and those who would hold agencies accountable
would look to the quality of the debate and the regularity
and the frequency of the debate rather than simply the
total number of hours. Certainly, I'm willing to discuss
it. I'm willing to seek improvements, and I look for your
cooperation on that. But since you've raised the issue, I
feel it's important for me as Chair to put my view for-
ward fairly clearly.

With that, I'm going to turn to the first item on the
agenda and MLA Corrigan.

Auditor General Report:
An Audit of Special Indemnities

K. Corrigan: I appreciate the opportunity. Just on the
inclusion in the agenda, I would also point out.... I be-
lieve that all members of the committee got the letter per-
haps the same day, I would say, or within a day of when
it was sent to the Chair. So if there's any concern about
the timing, it's certainly not intentional. Everybody re-

ceived the letter within a day of when — I think it was
the same day actually — the Chair got it. That's when it
was completed.

S. Sullivan (Deputy Chair): Can I respond to that?
K. Corrigan: Yeah, sure.

S. Sullivan (Deputy Chair): What I was told by the
Chair on September 5 was that he had the letter in his
possession. This was an e-mail I received. I objected, say-
ing that as a member of the subcommittee, I think it is
proper that as this letter has to do with the setting of the
agenda, the other member of the subcommittee should
also have the information so that I could help to make a
decision or help to provide advice to the Chair. That letter
did not come to me until well over a week later. I believe
I received it the same time as all the other members. As
a member of the subcommittee on agenda, I expect that
the committee expects the subcommittee on agenda to
set the agenda or to at least give advice on the agenda. I
did not have that letter.

B. Ralston (Chair): Well, I don't think there's any
question that members have received the letter in a timely
way sufficient for them to consider it prior to the com-
mittee meeting today.

K. Corrigan: Just on that, the final letter, on the letter-
head — the appropriate one for distribution — I believe
was September 15, and everybody received it on the
same day.

I also want to say that I've been on this committee for
quite a while now, pretty well since I was elected in 2009,
and it's been my experience that issues have been dealt
with regularly where members have said: "Look, I have
more questions. The amount of time that we've allotted is
simply not enough." I think we've dealt with some reports
for several hours when people have had a lot of questions.
So I don't think that's unusual. But anyway, I'll leave the
rest to the Chair, and I will...

B. Ralston (Chair): Please, if you could just get to the
substance of the motion.

K. Corrigan: .. .just continue on.

I also want to note that I did give notice that I was
going to move a motion, so maybe I'll go ahead with
that. I move the following motion. It is: "That Mr. David
Loukidelis and Mr. Graham Whitmarsh be requested to
appear before the committee with respect to additional
questions relating to the committee's continued consider-
ation of the Auditor General's report titled An Audit of
Special Indemnities."

The reason I have done that, why I have moved that
motion, is that I certainly found that after we had fin-
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ished our discussions on June 24, 2014, towards the end
of it I felt there were many questions that were unan-
swered by the report and issues that had been raised by
the report and by discussion of the report that I felt could
only be answered if we could have the appearance of Mr.
Loukidelis and Mr. Whitmarsh to ask questions.

[0915]

I'm not going to read that whole letter. It's fairly exten-
sive. It's five pages long. But I think what I'd like to do is
just highlight a few of the reasons so it's on the record.

The first thing that I want to point out is that I do rec-
ognize that the Public Accounts Committee has an in-
dependent role and that we are to act in a non-partisan
way. I hope that the reasons that I've given in this letter
for requesting Mr. Loukidelis's and Mr. Whitmarsh's ap-
pearance are in the spirit of being non-partisan and say-
ing: "What is good for the people of British Columbia?
What best serves the people of British Columbia?"

I also note that Mr. Loukidelis and Mr. Whitmarsh,
who are central to the discussions in the report about
special indemnities.... Although they provided a written
statement on October 20, 2010, they've never been ques-
tioned in any kind of legislative or legal form.

In addition, the circumstances under which Mr. Basi's
and Mr. Virk's legal fees were paid for by the taxpayers
of British Columbia were unique. It is my understand-
ing, and I guess that's been confirmed by further infor-
mation that we received as a committee subsequent to
that hearing, that this is the only example of indemnities
being paid where there have been criminal convictions.

I think that the consideration of whether we request
Mr. Loukidelis and Mr. Whitmarsh to appear has to be
considered in the context of whether or not the payment
is consistent with the overall rationale for special indem-
nities, which was a policy designed to ensure fundamen-
tal justice as summarized in the Auditor General's report.
The gist of it is that individuals should be protected when
they act in good faith.

That was very clear from the report. It's very clear as
the principle upon which special indemnities are paid.
But it's not clear enough from the general principle or
from the report. We know that the Basi-Virk indemnity
agreements contained very specific provisions for repay-
ment if there was a conviction, and in fact a conviction
occurred.

I think the fact that there was a significant departure
from policy and an exercise of power that was very dif-
ferent than what was contemplated in both the policy and
the agreements themselves — the appropriateness there-
of as well as the consideration of the precedent that was
set — means that this would be very worthy for further
examination by the Public Accounts Committee.

I also point out in the letter that the magnitude of the
indemnities is unique. The $6.2 million payment by the
government represents well over half of all special in-
demnities ever paid for by the provincial government.

While there was some content in the report that talked
about that, we don't know why.... I think members might
have more questions about why those payments were so
high. There was a 25 percent holdback initially, but those
amounts were released in 2008, and it's not clear why.

I would note also that since that time, as I point out in
my letter, there has been a change to the regulation. That
change to the regulation.... How could it be that this
special indemnity was paid, yet later it was determined
that this was inappropriate? Questions were asked about
that, and we didn't, frankly, get, I think, a very sufficient
answer on that. But it's very clear now that the decision
is that those kinds of indemnities are wrong. It's another
reason, I think, why we need to look back and say: "Okay,
ifit's wrong now, why were these special indemnities paid
or forgiven at the time?"

Another area that we didn't deal with extensively in
the committee but I think is also very critical is that the
Auditor General's report is very clear that the release
from repaying the indemnities was contingent or de-
pendent upon a guilty plea.

[0920]

This raises many legal and ethical questions, including
whether, for example, the deal could be considered an in-
ducement to plead guilty. I don't believe that this issue
has been discussed again in any legal or legislative forum.

I would also point out that the statement by the dep-
uty ministers on October 20, 2010, didn't include or al-
lude to the fact that guilty pleas were a condition of the
deal. I also think it's appropriate for this committee to
test the assertions about the level of independence of
the two processes — i.e., the decision to forgive the legal
fees and the guilty plea — particularly as we now know
that the two processes were contingent upon each other,
which required a certain level of entwinement of discus-
sion between the parties.

I would also point out that while the report said it
found no evidence of political involvement with regard
to the decision to release Basi and Virk from their liabil-
ities, the Auditor General's report does not address the
issue of whether there was political involvement in the
plea bargain.

In fact, Ms. Dodds of the Office of the Auditor General
told our June 24, 2014, Public Account Committee meet-
ing: "Our focus was on looking for any inappropriate in-
volvement in the decisions around the administration
of the indemnities. We intentionally did not look at the
issue of any allegations of involvement around decisions
involved in the legal proceeding and the role of the spe-
cial prosecutor." That's not to suggest there was polit-
ical involvement, but questions were raised, and I think
Mr. Loukidelis and Mr. Whitmarsh are perhaps the only
people who can answer questions around that.

I don't think we want to forget, even though we want
to remain non-partisan, that the context of the payment
is important. I remember that there were, for example,
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media stories suggesting that the two processes were
intertwined and, secondly, that ministers were involved
in negotiating the deal.

Finally, the Auditor General's report itself notes that
there were limitations in its report because of its inability
to access information.

In summary, the decision to relieve Mr. Basi and
Mr. Virk of their obligation to repay their legal fee was
unique. It was contrary to stated policy governing eligi-
bility for special indemnities. The indemnification was
contingent upon guilty pleas. The public expressed con-
cern about the appropriateness of the decision, but there
has never been an opportunity to ask questions of Mr.
Whitmarsh and Mr. Loukidelis. I think it's in the public
interest for this committee, as the watchdog committee
tasked with ensuring that taxpayer money is spent ap-
propriately and effectively and in a transparent manner,
to have that opportunity by requiring Mr. Whitmarsh
and Mr. Loukidelis to appear as witnesses to the com-
mittee.

Finally, one of the hallmarks of the whole issue of the
Basi-Virk indemnities was a suggestion that there were
attempts throughout the process to suppress information.
I think that this committee should stand for just the op-
posite. This committee should be interested in making
sure that all information that is relevant should be made
public. For that reason, I have brought this motion, and
I hope that there is support for it.

B. Ralston (Chair): Further debate on the motion?

M. Morris: I don't support the motion, Mr. Chair.
It has been clear throughout the Auditor's report and
through all the other reports that have been generated
as a result of this that there's been nothing illegal occur,
that the policy was complied with and that everything
that needed to be done was done in order to arrive at the
decision that these gentlemen made.

I'm sure Ms. Corrigan knows — and others with a legal
background in here — that a lot of the discussions that
happen between the accused in this case, Basi and Virk,
and their counsel and the special prosecutor and whatnot,
are privileged information. We will never have the other
side of that story. No matter how much you want to dig
into this to find out what happened on the criminal side
of things, we will never have that information within this
forum here to assess whether or not there was any kind
of a departure from policy.

[0925]

For a number of reasons, I think that this motion is
groundless and that there's no need to have these gentle-
men appear before this committee.

D. Eby: In response to MLA Morris's comments, cer-
tainly it's very clear that policy was not followed by
these bureaucrats. The policy was to indemnify where

people acted in good faith, and I think the taxpayers of
B.C. would certainly understand that if you're working
for the government and you do something in good faith
and you're sued for it, that yeah, sure, we'll cover your
legal expenses.

In this case, obviously, Mr. Basi and Mr. Virk were con-
victed, yet they were still indemnified. It was clear that
the bureaucrats involved here did not follow policy. In
fact, they did not follow policy, and that decision, we're
told, did not go up to cabinet.

In such a scenario I think it's entirely within the realm
of this committee to bring those bureaucrats here and ask
them what they were thinking, what happened that al-
lowed them to spend $6.2 million without oversight in a
manner that caused, frankly, outrage among the public
— so that we can prevent it from happening in the future,
prevent it from happening again. I don't agree that policy
was followed here.

In addition, MLA Morris, as a police officer, would
have.... Certainly, it would have been an unusual scen-
ario where someone was arrested, put forward for pros-
ecution and then threatened with a $6.2 million fine if
they didn't plead guilty, which was essentially what hap-
pened here.

These individuals were told that if they did not plead
guilty, if they went to trial — which their lawyer had sig-
nalled he was inclined to do because he thought there
was a reasonable prospect that they wouldn't be con-
victed — they would face a $6.2 million fine and their
lives essentially, financially, would be over. So of course
they pled guilty.

I think the question of the government using its re-
sources in that way to compel — which I believe this
was — a guilty plea is another question that should be ad-
dressed. Did Mr. Loukidelis and Mr. Whitmarsh consider
the impact of that decision on the ability of the accused
to make a free decision about pleading guilty?

Again, not squarely on this issue, but for future deci-
sions in similar situations, will we be again telling people
that they'll be facing millions of dollars in legal fees if they
don't plead guilty? And is that the kind of policy that the
government of British Columbia wants to advance?

For the prospective view of decisions being made by
bureaucrats in difficult situations, are we providing them
with the guidance that they need? How do we avoid this
kind of breach of policy in the future? Also from the pro-
spective view: how do we make sure that we don't compel
guilty pleas in situations where people have a reasonable
prospect of not being convicted, where they have a rea-
sonable defence and they wish to go to trial but where
that trial may be damaging to the government?

I think these are critical questions, Mr. Chair, and they
are entirely within the realm of this committee and the
ambit of this committee. I hope that we are able to ad-
dress them. I hope all committee members recognize that
and vote for that.
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B. Ralston (Chair): Any further speakers? Okay, can
you read the question again, then, please?

M. Morris: Perhaps I'll offer a couple of other com-
ments on this. Contrary to what members opposite are
saying, there is no policy breach in this entire matter.
They are making presumptions in this particular case that
perhaps there was. The reviews show that there was no
policy breach and that the individuals that were navigat-
ing this file had the discretion under the existing policy
to make the decisions that they did in order to facilitate
the outcomes that we got here.

I think, to David Eby, that assumptions are made
that this $6 million was used as an inducement to plead
guilty. We don't know the discussions that took place
between counsel and the special prosecutor in this case,
and they're the ones that negotiated the guilty plea. We
will never know what those discussions were all about.

[0930]

As a former police officer, I've been intimately involved
in plea bargaining in the past. A lot of it, a lot of the out-
comes, I didn't agree with, but under the circumstances
that we were faced with at the time, they were the best
decisions that we could make under those circumstances.

We have some very qualified people in the public ser-
vice that make those decisions on behalf of the people
of British Columbia, and I have complete faith in those
individuals and the background that they have and the
ability for them to make the decisions under the existing
policy of the day.

We had a review of that policy. Mr. Stephen Toope
made the review of that. As a result of that, the policies
were changed with respect to the discretion that these
positions held. But at the time that this occurred, policy
was followed to the letter.

S. Sullivan (Deputy Chair): This event took place
quite a while ago. The two individuals that you are ask-
ing to appear don't actually work for the province of B.C.
anymore and actually don't even live in the province. I
assume that it would be at the cost of the committee to
bring them in. We really have to ask for what purpose.
What do we expect to get out of that?

I can't support that motion either.

S. Simpson: I think that MLA Morris is just simply
wrong here.

B. Ralston (Chair): Through the Chair, please.

S. Simpson: Through the Chair. The reality is that
there was a policy, a policy that said that you needed to
act in good faith and that if you're convicted of a crim-
inal offence, you don't get your lawyer's fees paid. Clearly,
that's what happened here — and a major fee, $6.2 million.

This was very much a departure from what the practice

has been, to make this decision. The people who made
the decision.... I don't think there's a question about
whether they had the authority to do this, but they made
this decision. There are legitimate questions as to why
they made that choice to make that decision.

Itis not clear whether there was a discussion around the
plea bargain itself with any ministers at all. And the dep-
uty made that pretty clear in his testimony to this com-
mittee when he presented to this committee. He said that
he couldn't answer that question. He didn't know, and fair
enough. But it's a legitimate question about what happened
around the plea bargain here. We simply don't know that.

We do know what happened around the special indem-
nity. The Auditor General was very clear that their office,
the Auditor General's office, was looking solely at the
question of the indemnity and was not considering the
other question appropriate — not a problem. But those
questions are in fact linked.

This committee.... It's $6.2 million on this indemnity

— publicly, a very major concern for people as to how
that decision came.

As to the comments of MLA Sullivan, the reality is that
we have a responsibility to get to the bottom of this if we
have the ability to do that. We can sort out the logistics of
the questions around Mr. Loukidelis and Mr. Whitmarsh.
We can find a way to deal with that. If the committee
needs to go do some kind of tele-thing, we can do that.
We can arrange that. We don't need to be flying them
from wherever they are in order to get them to testify.

The fact that they've left the employ of government
does not excuse the fact that they were there. They are
the only people who have the ability to answer a number
of the questions that were raised when this matter came
forward in June. If the deputies that were here at the time
could have answered all of those questions, we wouldn't
be having this conversation today. They acknowledged
that a number of the questions of the committee could
not be answered by them and could probably only be an-
swered by Mr. Loukidelis and Mr. Whitmarsh. It leaves as
many questions unanswered as were resolved by the ses-
sion that we had the last time we came together in June.

I think it's absolutely appropriate. The logistics can get
worked out. People want to have an answer to the ques-
tion as to how this happened. How did $6 million get
paid out to two convicted criminals to pay their legal fees?

The question that my colleague MLA Eby raises about
the pressure point of saying "You plead guilty or you pay”
is a legitimate question in terms of the process of how
plea bargaining goes forward and what kind of pressure
is put on people who are facing those kinds of situations.

[0935]

I think it's absolutely the kind of work that this com-
mittee should be doing, and I support the member from
Deer Lake.

B. Ralston (Chair): Closing, then.
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V. Huntington: Let me say firstly that I am quite un-
comfortable with this discussion. As much as I am in-
terested in it — and I think it has been put forward very
clearly by the proponent of the question — it is, unfortu-
nately, fundamentally partisan in its pursuit. I find that
difficult because I have always said to this committee
that we owe it to the people of this province to be as non-
partisan as we can be.

Further, the discussion is pursuant to a report from
the Auditor General that was very specific — perhaps
specifically crafted. I think it was a very thorough report.
Undoubtedly, the Auditor General's office did an enor-
mous amount of work.

It was with a narrow question in mind, however. It did
not pursue the relationship between the plea bargaining
and the lifting of the indemnity — or the indemnity —
and thus leaves open the questions that are being pur-
sued right now.

All that being said and my discomfort that this com-
mittee would be pursuing it in this manner, I do think
there are issues here that have never been explained to
the public that the public is deeply concerned about —
always have been and still bring it up if the issue arises
in any way, shape or form, at least to me.

I think there is an issue of transparency here that if we
can resolve would be to the benefit of the public. As dif-
ficult as the decision has been to me, I will support it —
the motion — because I believe the public deserves the
transparency that this discussion might provide them.

With that being said, I'd also like to take just a moment,
Mr. Chair, to reserve my opportunity to speak to the ear-
lier discussion about agendas. I would like to know when
I might be able to speak to that, at your convenience.

B. Ralston (Chair): I'm going to ask Kathy to close,
but Mike wanted to say something.

M. Morris: I just wanted to bring the attention of the
committee to a comment from the Auditor in his report.
It's on page 6 of his report. He said: "The public servants
tasked with approving and administering special indem-
nities were diligent and fair in exercising their respon-
sibilities. Their practices were principled and responsive
to each situation, and they were kept separate and dis-
tinct from the proceedings for which the indemnity was
provided."

They did look into that, and they gave fair measure to
the process itself.

B. Ralston (Chair): In closing, this will conclude de-
bate.

K. Corrigan: Vicki, I appreciate your comments. I
think we all wrestle with.... It's always very important
that we are acting in the public interest.

There are times, I believe, that the public interest de-

mands that we take steps that may be seen as partisan.
But I always operate on what I believe is in the public in-
terest, and I think it is in the public interest for us to have
these two gentlemen before us. I think the public would
probably agree, and maybe we'll see about that.

I don't have the report before me today, but the com-
ments by the Auditor General are within the context of
the fact that the Auditor General acknowledged that the
investigation was limited partially in scope — we have to
act within that scope in this report, I suppose — but also
with regard to the information that the Auditor General
was able to accumulate. Part of this is that I think there's
far more information that is relevant that we could have
gained by having Mr. Loukidelis and Mr. Whitmarsh ap-
pear before us.

[0940]

Going back to a point that's been made earlier — two
points. First of all, the policy was very clear. These gentle-
men may have had the power and the ability to make the
decision that they did, but it is very clear from the re-
port itself that it was contrary to policy. I think you have
to separate the two. They had the power, and they did
it, but the policy was very clear. And not only was it....
Well, T won't get back into that. But I think the policy
was very clear.

It sounds like we probably won't have them. My sus-
picion is that probably all the members on the other side
of the table will....

B. Ralston (Chair): Let's not presume what people
are going to do.

K. Corrigan: Let's not presume anything. Thank you,
Chair.

I believe that it is in the best interests of the public of
British Columbia that we do invite them to come before
the committee.

B. Ralston (Chair): That concludes the debate, then.
Could the Clerk read the motion, and then we'll vote.

K. Ryan-Lloyd (Deputy Clerk and Clerk of
Committees): Good morning, Members.

The motion is moved by Kathy Corrigan. It reads as
follows: "That Mr. David Loukidelis and Mr. Graham
Whitmarsh be requested to appear before the committee
with respect to additional questions relating to the com-
mittee's continued consideration of the Auditor General's
report titled An Audit of Special Indemnities."

Motion negatived on the following division:
YEAS —5

Simpson Corrigan Huntington

Eby Robinson
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B. Ralston (Chair): We'll move to the next item on
the agenda, which is credit union supervision in British
Columbia. Perhaps we can just take a moment to enable
the staff to set up for our consideration of that report.
We'll stand down just briefly.

[0945]

We're going to be considering the Auditor General re-
port Credit Union Supervision in British Columbia, dat-
ing from March 2014. I'll introduce the witnesses from
the Office of the Auditor General. I think I see everyone
here — Carol Bellringer, Auditor General; Russ Jones,
Deputy Auditor General; Bill Gilhooly, assistant Auditor
General; and Lisa Moore, executive director, financial
audit.

Representing the auditee and the government: Stuart
Newton, comptroller general, from the Ministry of
Finance; Carolyn Rogers, the CEO and superintendent
of the Financial Institutions Commission, known by its
acronym, FICOM; and Heather Wood, assistant deputy
minister, financial and corporate sector policy, Ministry
of Finance.

If the Auditor General would like to open, I'd wel-
come that.

Auditor General Report:
Credit Union Supervision
in British Columbia

C. Bellringer: As is the case with all of the reports on
today's agenda, as you know, I was not in the office when
the audits were conducted, but I'll be pleased to provide,
if I'm able to, my position on certain general matters.
Russ Jones, who issued these reports as Auditor General

— and, I must say, I'm discovering has done a fabulous
job within the office — will provide our opening com-
ments on the report and then have the other staff of the
office go through the detailed presentations for each one.

I did have, if you'll permit me, a short message to re-
lay to the committee from Malcolm Gaston, who actual-
ly asked me to please thank you all for the kindness that
was shown to him just after his accident in June. He said
that your card arrived at a difficult time and provided a
great deal of strength to him. So thank you on behalf of
Malcolm.

Just a quick few words on this particular audit, hav-
ing gone through the report. Credit union supervision is
certainly a critical area. I saw that the office's report em-
phasized the importance of maintaining depositor con-
fidence across the credit union system. I thought it was
interesting and important to note that we did the audit
to contribute to strengthening the system and prevention

— to prevent problems as opposed to reacting to prob-
lems that have not but could always, it's possible, occur,
as we've seen certainly at the international stage.

Over to you, Russ.

R. Jones: Good morning, Chair, Deputy Chair,
Members. Just to follow up on Carol's remark from
Malcolm, he is back at work now, which is very good.
He's been back for about two and a half weeks and is
gradually getting up to full-time. Yes, it's great to have
him back.

I'm pleased this morning to be able to provide
some opening comments on the report Credit Union
Supervision in British Columbia.

The strength of the credit union deposit insurance
system depends on how well it's supervised. The goal of
supervision is to promote the stability and soundness of
credit unions and, through the use of early intervention
and problem-resolution efforts, reduce the probability
of any failures. The Financial Institutions Commission's
mandate is not to prevent all failures but to reduce the
likelihood of failures and, if one should fail, minimize the
negative impact on the financial sector.

Credit unions have evolved to become as sophisticated
and complex as banks. For this reason, they require the
same oversight. The province is working towards meeting
international industry standards for supervising financial
institutions to ensure the supervision of credit unions is
at the same level as other major banking institutions in
Canada. These global standards and best practices en-
courage identifying potential problems early to enable
proactive intervention.

Problems in even a small deposit insurance system can
spread feelings of uncertainty and a loss of confidence
in the system. My report includes recommendations to
improve the effectiveness of the credit union monitoring
program, including completing an appropriate plan for
insurance payments to depositors. The plan would facili-
tate orderly and timely insurance payments and maintain
depositor confidence across the system.

I hope the recommendations we have provided will
assist FICOM and the government in furthering what is
already an appropriate supervisory framework for mon-
itoring B.C. credit unions.

Today with me I have Bill Gilhooly, assistant Auditor
General, and Lisa Moore, executive director, who led the
work in this report. They're going to take you on a small
journey through the slides.

[0950]

L. Moore: Credit unions offer a full range of financial
services, just as Canada's chartered banks do. Unlike the
banks, though, credit unions are owned by their mem-
bers. These institutions play an important role, particu-
larly in smaller or remote communities where big banks
are reluctant to establish branches.
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As of June 30, 2013, there was over $50 billion in in-
sured deposits held by almost 1.9 million members of the
43 credit unions in British Columbia. Government regu-
lates and supervises the credit unions in B.C. and admin-
isters the deposit insurance fund. There is no limit on the
amount that is insured. The previous limit of $100,000
was removed, as part of government's response to the
global financial crisis in 2008.

There are four main participants in our report: FICOM,
the ministry, the commission and CUDIC. The Financial
Institutions Commission, otherwise known as FICOM,
is part of the Ministry of Finance. The regulation and
supervision of credit unions is just one of its responsibil-
ities — other areas, for example, being real estate, mort-
gage brokers and pension plans.

In our report, FICOM's external oversight panel is
referred to as the commission. The commission is only
involved in the regulation of financial institutions, in-
cluding credit unions, trust companies and insurance
companies, and is not involved with FICOM's other areas
of responsibility. The Credit Union Deposit Insurance
Corporation of British Columbia, or CUDIC, adminis-
ters the deposit insurance fund.

We undertook this audit to determine whether the
method and extent of the supervision of the province's
credit unions are appropriate. We looked at whether
FICOM has an effective credit union monitoring pro-
gram, if the deposit insurance fund is adequate to cover
a significant credit union failure and if there is a full plan
to ensure that the payments from the insurance fund can
be made to depositors promptly should a credit union fail.

Looking at the monitoring program. Although inter-
national industry standards were developed mainly for
regulators of the big banks, the majority of the standards
are applicable to B.C.'s supervision of credit unions.

FICOM has progressed as far as it can in adopting
some of these standards within the existing legislation.
For example, the standards require that responsibilities,
objectives and powers in monitoring authority and the
operational independence and accountability supervisor,
which is FICOM in B.C,, be prescribed in legislation.

The current legislation reflects a primarily compliance-
based approach as opposed to the principled and risk-
based monitoring approach. As well, although the
commission has overall regulatory oversight, FICOM is
part of the Ministry of Finance's operations. It is required
to follow government's financial policies and procedures
and adhere to government's human resource manage-
ment policies and framework.

Industry standards recommend having a limit on the
amount of an account balance that is insured. The limit
should be set so that most depositors are fully covered
and ensure that a significant portion of the total deposits
are not fully covered. In B.C,, there is no limit on the
amount insured.

With the mandatory review of legislation in 2014, gov-

ernment has an opportunity to determine whether and to
what extent it wants to fully adopt the industry standards.
We recommend that the Ministry of Finance consider the
industry standards when they do this review.

At the time of our audit FICOM had 25 staff vacancies
— approximately 35 percent of the positions in their fi-
nancial institutions division. As of the summer of 2013 it
posted 17 of these positions, and by the end of our audit
it still had been unable to fill any of them.

Supervisory work such as on-site review has been
scaled back. FICOM completed only seven of the 17
planned credit union reviews for 2012-13, and for 2013-
14 the initial 16 planned reviews had been scaled back
to three.

On-site reviews are important for determining the
composite risk rating, which is a risk factor that is de-
termined for each credit union, which allows FICOM to
focus its monitoring efforts on those credit unions that
it needs most. At this rate, it will take three years to com-
plete on-site reviews for the ten largest credit unions and
over 14 years to do all of them.

In addition, the team responsible for monitoring credit
unions does not have all the expertise and competencies
it needs. FICOM has been using contractors to fill some
of these areas, but this is only a temporary solution.

Looking at deposit insurance. There is no worldwide
standard as to the optimal balance for a deposit insurance
fund. Guidance is currently under development.

[0955]

In B.C. the target fund size was set in 2008 by rec-
ommendation from an actuary. In late 2013 an actuary
was once again engaged to review the target fund size.
However, FICOM and the commission should review
the fund size annually in light of changing economic
conditions such as interest rates and the growth of credit
union deposits.

Similar to any other emergency preparedness scenar-
io, a plan is needed ahead of time so that the people in-
volved know what to do if a credit union should ever fail.
A plan is in the works, and we have recommended that
an agreed-to date be set for its completion.

As well, to comply with industry standards and be
transparent for depositors, the public must be regularly
informed about the benefits and limitations of the de-
posit insurance system.

There are 11 recommendations in the report. Please
see the summary recommendations on page 7 and 8 of
the report for the complete list.

In summary, the report makes two recommendations
to the Ministry of Finance and three to FICOM to im-
prove the effectiveness of the credit union monitoring
program, as well as three recommendations to the com-
mission concerning the insurance fund and three con-
cerning a plan for making payments to insure depositors.

This concludes our summary of the report.
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B. Ralston (Chair): From the auditee, then.

C. Rogers: I think you introduced both of us, but
Heather, my colleague here, and I will handle most of
the presentation.

Thank you, Lisa.

I have to start, unfortunately, by making an apology
because I think our slides note that there are 12 recom-
mendations from the Auditor General. Lisa is actually
right; there are 11 recommendations. That's why she's
the auditor, I guess.

Two of the recommendations were directed towards
the Ministry of Finance. The balance of nine were rec-
ommended to either FICOM, the management of the
operating body, or the oversight body, the commission.

Today I'm pleased to present progress on those recom-
mendations directed to FICOM and to the commission.
The commission's chairperson, Helen del Val, would have
liked to attend today but is out of the country. She asked
me to provide her regrets and to update you or respond
to any questions you might have on those recommenda-
tions directed to the commission.

My colleague Heather here will update and respond to
the question related to the first recommendation directed
to the Ministry of Finance, and that is the one related to
modernizing the current legislation. Heather, as she was
introduced, is the assistant deputy minister of financial
and corporate sector policy, so this fits clearly in her area
of expertise and responsibility.

On the second recommendation that was directed to
the Ministry of Finance — that's the one relating to ad-
dressing the staffing capacity at FICOM — I'll be pleased
to update you and take questions on this recommenda-
tion. While it was directed to the Ministry of Finance, it
was subsequently referred to the Public Service Agency.
The Public Service Agency has been working with myself
and my management team on a plan.

Overall, T think it's important to note that all of the
recommendations — all 11 of them — were supported
by government. I would add that from FICOM's perspec-
tive the exercise was a very good one. I often remark to
my staff that it's useful every once in a while for an or-
ganization like ours, that's in the business of doing our
own examinations, to be on the other side. We found the
exercise to be worthwhile.

In broad terms, and for the purposes of developing
our action plan and our presentation to you today, we
categorized the Auditor General's findings and recom-
mendations into five key areas. The first is modernizing
the legislative framework for financial institutions. The
second is increasing the staffing capacity at FICOM.

The third is around approving supervisory practices.
"Supervision” is the term that FICOM and other regula-
tors around the world use to describe a collection of pro-
grams and activities that we use to provide risk oversight
of regulated financial institutions.

The fourth category is modernizing deposit insurance
funding policies. The fifth, as noted, was about making
sure there's an operational plan in place in the unlikely
event that we need to deploy funds from the deposit in-
surance fund.

I'm going to turn the presentation over now to Heather,
who will speak on the first recommendation.

H. Wood: Good morning. The first recommendation
in the report is directed to the Ministry of Finance. The
recommendation is that the Ministry of Finance ensure
that in its review of the Financial Institutions Act and
the Credit Union Incorporation Act, it also reviews the
standards set in the core principles for effective banking
supervision and the core principles for effective deposit
insurance systems.

[1000]

The ministry agrees with this recommendation. The
Financial Institutions Act, known as the FIA, and the
Credit Union Incorporation Act, known as the CUIA,
contain provisions that require those acts to be reviewed
every ten years. Section 294 of the FIA and section 109
of the CUIA provide for the following: "Every 10 years,
the government must initiate a review of this Act to de-
termine what changes, if any, should be made." As the
last review of these statutes was completed in 2004, gov-
ernment is required to initiate a review of them by the
end of this year.

As indicated in the ministry's response to the report,
it is normal practice for a review of this nature to con-
sider the changing landscape, including new and emer-
ging standards, such as those set out by the International
Association of Deposit Insurers and the Basel Committee
on Banking Supervision.

The review will consider how the standards set by these
bodies should apply to the B.C. credit union system as
well as any legislative amendments that are required by
policy decisions triggered by the consideration of new
industry standards.

But I want to emphasize the review will also include
other components as well, such as requests from and
issues raised by industry, consumers and the regulator
itself for changes to policy, and legislative frameworks
that govern the regulation of financial institutions in B.C.

The ministry will lead the review, including consulta-
tions with industry and consumers, as well as policy re-
search and analysis that will be required for the review. I
expect, however, that FICOM will actively participate in
the review with the ministry and that the ministry will
draw on the considerable operational expertise of the
staff at FICOM and the research undertaken to date to
benchmark B.C.'s current financial legislation and regu-
lation against international standards.

I would note that a number of other provinces have
recently announced similar reviews. Ontario indicated
in its 2014 budget that it will launch a review this fall of
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the Credit Unions and Caisse Populaires Act, 1994, which
will "provide an opportunity to update the legislation and
regulations.” Alberta indicated in its 2014 budget that it
will be reviewing how it regulates the financial sector in
Alberta and that the review will "ensure we continue to
be a leader in the regulation of pensions, insurance and
financial institutions." So while the FIA and the CUIA
both explicitly require the B.C. government to launch a
review of the legislative frameworks, the review appears
to be particularly timely at this point.

C. Rogers: The second finding relates to an ongoing
challenge at FICOM, and that is maintaining an ad-
equate complement of staff with the right skills and level
of experience to meet our mandate. The Auditor General
noted that FICOM's framework for supervision was ap-
propriate, and that framework includes the process for
planning on-site reviews as well as the tools and systems
used to analyze risk.

He also noted — and I apologize, Ms. Bellringer; at
the time the report was done, it was a he — that FICOM
was not meeting its annual supervision plan and was un-
likely to be able to do so going forward, given the num-
ber of vacant positions, particularly at senior levels in
the organization.

The Auditor General noted that the staffing con-
straints were not budget-related but rather stemmed
from other constraints outside FICOM's direct control,
and that's why the recommendation was directed to the
Ministry of Finance and not to FICOM or the commis-
sion. Government supported the recommendation, and
as I mentioned earlier, the Ministry of Finance subse-
quently requested that the Public Service Agency work
directly with me and my management team to address
the issues and develop a plan. Some work has been done
in this area over the summer.

Concurrent to this work, though, my management team
and I have recently put in place a series of contracts with
external firms who will add capacity to our supervisory
work over the next 24 to 36 months. This is intended to be
a temporary solution and was one we saw as necessary to
reduce the significant backlog of supervisory work.

We acknowledge the Auditor General's comments
about FICOM's overreliance on contractors, and we agree
that this should not be a long-term solution. However, we
see it as the best and potentially only solution available
to us in the near term.

The Auditor General also made two recommendations
targeted at improving FICOM's supervisory practices
and, in particular, increasing the degree of rigour around
our documentation. His report noted that FICOM staft
regularly adapt our processes and tools to the range of
credit unions that we supervise. If the committee is famil-
iar with B.C.'s credit unions — and I know the Chair cer-
tainly is — you know that we have credit unions ranging
in size from $12 million to $18 billion in assets.

[1005]

The Auditor General's advice was that FICOM needs
to ensure that we clearly and consistently document the
adaptations we make and how they impact our assess-
ment of risk.

We absolutely agree with these recommendations. We
believe that adapting our tools and processes to the size
and complexity of the range of institutions we supervise
is important. In particular, it's important to small credit
unions to ensure that we don't apply a system designed
for an $18 billion organization to a $12 million organ-
ization. However, we also agree that where we adapt our
tools and processes it's very important that we document
them. So we're supportive of this recommendation.

Some intensive work has been done since the Auditor
General's report was issued, but we expect this will be
an ongoing improvement that we need to make. If we
are able to address our staffing capacity, we believe this
will further improve our consistency on documentation.

The fourth category of recommendation is related to
the funding policies for deposit insurance. FICOM main-
tains and administers a deposit insurance fund in support
of the unlimited deposit insurance provided to deposit-
ors in B.C. credit unions.

During the financial crisis in '08 and '09 some deposit
insurance companies and organizations found — and
they found out rather the hard way — that their funding
models were inadequate and their programs to deploy
funds were not operationally effective. As a result, the
standards and best practices in this area have since been
updated and are significantly more thorough and robust.

FICOM has been tracking these changes, and we're
gradually modernizing our own policies to be compliant
with these new standards. In our response to the Auditor
General's report, we noted that we expected to have all
of these recommendations addressed in a series of policy
recommendations to the commission by the end of the
year. We're tracking slightly behind schedule on this pro-
ject, but we still think we'll hit the deadline.

The final category of recommendations also focuses
on deposit insurance. Here again the Auditor General
is encouraging FICOM to pay close attention to the les-
sons learned by other deposit insurers during the finan-
cial crisis.

In this case the recommendations focus on ensuring
that we have a clear plan in place that can be readily mo-
bilized in the unlikely event that we need to deploy funds
held in the deposit insurance fund. We note, and we feel
it's important to stress, that the Credit Union Deposit
Insurance Corporation has never been in the position
of having to pay money directly to depositors resulting
from a credit union insolvency in B.C.

We also note that B.C. credit union depositors have
never lost a dollar on deposit in B.C. credit unions. We
want to continue that record, though, so we also acknow-
ledge that having a clear plan in place is prudent, and it
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will contribute significantly to our mandate of protecting
depositors and also to maintaining confidence in the
credit union sector in B.C.

We also believe it's important to consider, as part of
this overall planning process, that other resolution strat-
egies should be included in this planning exercise, and
consideration needs to be given to which strategies would
be deployed in which situation. As a result, this is a very
complex project. It involves multiple stakeholders and
requires specialized skill.

Again, in our original report back to the Auditor
General, we committed to complete this within 12
months. There are some senior staff positions leading
this work at FICOM that are vacant right now, so the
work is moving slowly. We do expect that we will be able
to have a plan in place in a 24-month period, though. So
we may not have it done when the Auditor General vis-
its us again in a year, but we do expect to have it done a
year subsequent.

In summary, I hope it's clear from my short presen-
tation that government is supportive of the recommen-
dations made by the Auditor General. The report was
very timely for FICOM, given the significant amount of
change we've made to our practices since the financial
crisis. As Heather noted, it was timely for the review of
the legislation as well.

Work is well underway in addressing the recommen-
dations, and we expect to demonstrate considerable
progress when the Auditor General does follow up in less
than a year from now.

That concludes my remarks. Thank you. I'm happy to
take questions.

[1010]

K. Corrigan: Thank you for the presentation from
the Auditor General's office and also for the information
from the ministry and FICOM.

I'm interested in the 35 percent vacancy rate. Just to be
clear, in the report in the response from the Ministry of
Finance, the FICOM and the commission, where it says
that the ministry and FICOM were partially exempted
from the public sector staffing management strategy in
2012 and '13, essentially what we're talking about is a
hiring freeze.

It seems like the problem was created by a hiring freeze
by government as well as.... I note the staff shortage is
noted by the OAG. This is a quote in its audit: "...are
primarily in more senior and specialized roles, and dif-
ficulty attracting and retaining people to these roles
results from a range of factors, including a highly com-
petitive environment for skills and financial sector risk
management."

It looks to me like the problems are created by a com-
bination of a hiring freeze and either pay or working con-
ditions, which is concerning.

To my question. Since FICOM and the ministry have,

as an admittedly temporary solution, said that they're go-
ing to contract out this work, I'm concerned about what
the impact of that is, particularly because there is a com-
ment about not having the continuity at the senior levels
and where the expertise is — that that's being lost or is
not there sufficiently in FICOM.

My understanding of the companies that mainly
do the kinds of work — the audit, the internal aud-
its, and so on — for the credit unions are companies
like.... There are some specialized companies like Grant
Thornton and PRA and KPMG. I don't know whether
Pricewaterhouse.... But I know those three do for sure.

I'm very concerned about whether or not we're set-
ting up something, real issues, of people moving back
and forth. It suggests conflict. I'm wondering whether we
could get some answers about that and how it's being re-
solved and then what companies it is that have been con-
tracted to do this contract work with the credit unions.

C. Rogers: Well, you listed them. The three that you
listed — Grant Thornton, Peter Reimer and Associates
and KPMG — are the three firms that we have award-
ed contracts to specifically for on-site examination and
monitoring. In addition, we have a series of other con-
tracts in place with individuals or firms who are con-
ducting other specialized work or supplementing our
management team right now. The contracts put in place
specifically relating to examination work are with those
three firms.

I can assure you that management at FICOM share
your concern around the issues of conflict. It's always dif-
ficult, I think, in a regulatory environment to be working
with private firms, but we put an enormous amount of
work and thought into this issue.

In structuring the contracts, we were very, very care-
ful to ensure that the firms are required to disclose any
potential conflicts, real or perceived, and we do have the
right to terminate the contracts at our discretion if new
business arrives in those firms that we think has either a
real or potential or perceived conflict. It is something we
are highly attuned to, and we will stay that way.

K. Corrigan: Can I do a follow-up, another question,
just one?

B. Ralston (Chair): Just one.
[1015]

K. Corrigan: That is concerning. It's not just the issue
of whether or not there's a potential conflict for those
companies vis-a-vis their work for government, and I'm
not suggesting that at all. I think these companies are
highly ethical and that they do understand their roles
and they do understand the issue of conflict of interest.
But it's also then, potentially, a problem for those credit
unions who have used those companies over time. They
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are going to be put in a situation that they no longer can
use the companies that have that particular expertise to
do that kind of work.

I'm wondering. My second question — I may get
a chance to ask some more questions later — then is:
where are we in terms of those contracts? I know that
it was mentioned in March of 2014. That's when the re-
port was, so it was prior to that that it was expected these
contracts were going to be in place. Are these contracts
out, and are those people working in the field now with
the credit unions?

C. Rogers: Yes, the contracts have been issued to all
three firms. The work in the field is just now getting go-
ing. The contracts were put in place just in the last month.

There was a considerable ramp-up period. We needed
to put processes and procedures in place, to your point,
to manage conflict. There were also a lot of other pro-
cedures around protecting information, establishing
protocols and policies for the staff to deal with the con-
tractors and for the regulated credit unions to deal with
the contractors.

There was also.... We spent a month training and ori-
enting the contractors on FICOM's supervisory frame-
work. So the process to put these contracts in place was
in itself a big piece of work. We also needed to do some
internal restructuring to put a team of management in
place to manage the contracts. It's quite an administra-
tively complex process.

It took us quite a long time to get all that in place, but
the contracts were finalized early in September, and we
expect the fieldwork to start in a matter of weeks.

L. Throness: I have a few questions about unlimited
insurance. As I understand it, about $50 billion of assets
are insured by a fund of $428 million, which is less than
1 percent of the total 88 basis points. When I think of
the insurance on my car, in over three or four years it'll
amount to 40 percent of the value of my car.

Why is the target so low? I'm not sure who I ask that to.

C. Rogers: That would be me.

The insured assets in B.C. as of June of this year are
$60 billion. As the credit union system grows, the rate
in growth increases. We're growing at about a $10 bil-
lion pace a year. The fund is now — you're correct — at
88 basis points.

That may seem counterintuitive, but like any insur-
ance company, we work with an actuary, and we create a
model based on probability of a default and the loss that
would result as a default. The model's quite complex, and
it includes historical data. Given that there has not been
a failure of a credit union in B.C., that has a large impact
on the model, as you can imagine.

The other thing that affects the model is the robustness
of the supervisory practices and the legislation, because

those are things that are considered to reduce the prob-
ability of a failure or a default.

Those all feed into the model. We use the model and
our own judgment to assess the risk, and that is how you
get to a number of 88 basis points against the size of in-
sured deposits.

L. Throness: A follow-up question. Why did the credit
unions go to unlimited insurance? Was it to attract de-
positors from the chartered banks?

B. Ralston (Chair): There was actually a pronounce-
ment by the Premier in October of 2008 as one of his ten
points responding to the financial crisis.

L. Throness: As I understand it, they gave the approval
to raise the insurance level, but it was the credit unions'
decision to do so.

H. Wood: No. The Chair is correct. The decision was
made by the government in October of 2008 in response
to the economic crisis. A number of other provinces at
the same time, or very close to the same time, moved to
unlimited deposit insurance as well.

[1020]

L. Throness: Okay. Given that on page 16 it says the
Basel Committee and the International Association of
Deposit Insurers discourage unlimited deposit insur-
ance, would it be more prudent to limit the deposit in-
surance levels?

H. Wood: I think that the issue needs to be reviewed
in this review. The issue of unlimited deposit insurance
is that there is an assumption that consumers, whether
they are individuals or institutions, will be less concerned
about the financial strength of a particular financial in-
stitution if the government is perceived as being there to
hold consumers whole should there be a problem with
a financial institution because of unlimited deposit in-
surance. That is the theory. That is the assumption that
underlines the concern that international standards ar-
ticulate about unlimited deposit insurance.

I think it is a valid policy issue that needs to be con-
sidered on a periodic basis, and I think this is the right
time and the right forum in which to review it.

L. Throness: My final question, if I might: how are the
funds distributed in case of a default, particularly in the
case of unlimited liability?

C. Rogers: Well, I think one of the recommendations
that the Auditor General makes is that a very specific
and operational plan needs to be in place. One of the
reasons that the deposit insurers are encouraged to have
a very detailed plan for what is considered to be a very
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remote possibility is that these situations really rely on
the deposit insurer, the regulator, being able to maintain
confidence.

One of the standards that the Basel Committee sets out
is that a deposit insurer, in the event of a default, should
be in a position to pay depositors within 48 hours. Unlike
anormal failure or bankruptcy situation, you're asked to
deal with creditors — that is essentially what depositors
are — very, very quickly in order to maintain confidence
and prevent a situation from spreading. In order to be
able to do that, there are, you can imagine, a lot of deci-
sions and lot of details that need to be taken care of in a
very short amount of time.

L. Reimer: Thank you, to the Auditor General, for this
report. It certainly opened up my eyes to credit union
supervision.

When I read the report, I was concerned about some
of the things in it. I'm just wondering what other prov-
inces are doing with respect to some of these things. Are
there best practices that are happening in other provinces
that can assist you in meeting the recommendations of
the Auditor General?

C. Rogers: FICOM works closely with our regulatory
colleagues across Canada. In fact, at this moment and
until the end of this year I currently chair the Canadian
Council of Insurance Regulators and the Canadian
Credit Union Prudential Supervisors Association. We
not only participate; we play a very active and lead role.
think we regularly work with our colleagues to glean any
amount of learning and any amount of best practice from
them, and that's something we'll continue to do.

D. Eby: My question relates to page 19 of the detailed
report in relation, again, to — this was raised by MLA
Corrigan — the hiring issue. I was just trying to square
the circle of why FICOM would be under the government
hiring restriction regime when in the last paragraph it's
noted that it's funded entirely by credit unions. It's got
surpluses in that funding. Do we know why it is that
they're captured by the hiring restrictions and why this
has been imposed on them, given that they're independ-
ently funded?

C. Rogers: I just want to make one careful correction,
that FICOM is funded by all of the industries it regulates,
not just credit unions. I wouldn't want credit unions to
think they're funding the supervision of insurance com-
panies and pension plans.

[1025]

To your question, though. I think FICOM has long
been a.... I often use the term "one foot in, one foot
out."” We're not a Crown agency like the Securities
Commission. The Securities Commission is a full Crown
agency, and it is outside of government. It sets its own

human resource policies, its own financial management
policies. It has to comply with the direction of the min-
ister, but it's its own agency, and it's not included in the
Public Service Act.

FICOM is an agency, so we have more operating in-
dependence from government than a core department
within a ministry. But broadly, we are still inside the
Public Service Act, so we have the same compensation
and human resource policies and structures that any
other part of the Ministry of Finance has. So when poli-
cies, such as the managed staffing policy, come down, the
hiring freezes you referred to, generally we are captured
in those types of decisions.

D. Eby: If I may follow up. Our surpluses, which are
accumulated within FICOM, then — do they offset the
provincial debt? Is that one of the reasons...? It's cer-
tainly something that I noticed in the university sector,
where universities had accumulated surpluses and those
surpluses could then offset the provincial debt picture.
Might that be one reason why?

S. Newton: FICOM was set up as part of a ministry.
It's just a creature of how it was created. It's part of the
Ministry of Finance, voted under the Ministry of Finance
voted appropriations, so that's how they end up there.
Any surpluses, deficits in relation to FICOM end up as
part of consolidated revenue fund, as would any surplus-
es in any entity that's in our entire consolidated financial
statements. A Crown entity that has a surplus is included
in the bottom line for government. Any and all of that is
taken into account in determining what cash flow gov-
ernment needs and then what borrowing they may need
in order to be able to meet other program requirements.

D. Eby: I just, in closing, want to note how much I
appreciate the role that B.C.'s credit unions play in our
provincial economy. I mean, 75 years without a single
loss to depositors is a remarkable and enviable record,
and I know from my own credit union, Vancity, they
do exceptional work across the province in local com-
munities. I just wanted to recognize that on the record
because I am certainly appreciative of the work done by
credit unions in B.C.

V. Huntington: Just one quick question. Well, I have
two or three, but the first one. Do you think, given the
nature of the financial situation globally, that a ten-year
review of the legislation is appropriate or whether that
should be brought down to, say, five years or even less?

H. Wood: It's a very good question. The Ontario legis-
lation actually has a requirement for a review every five
years, but I can tell you — my colleagues in Ontario may
not be pleased with me for doing this — that the ministry
simply finds it doesn't have the time in a five-year cycle to
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actually do a full review of these pieces of legislation. The
Financial Institutions Act is 160 pages. The Credit Union
Incorporation Act is 100 pages. These are the most com-
plex pieces of financial corporate sector legislation that
we manage within the Ministry of Finance.

I think that ideally — you're correct — it should be
less than ten years — perhaps a seven-year window, for
example.

V. Huntington: Do you need to have a legislative
change recommended by this committee in order to
bring it down to, say, seven years? Or does the depart-
ment or the ministry have a capacity to react quickly if it
thinks there needs to be a change?

H. Wood: In terms of bringing down the timeline from
ten to seven?

V. Huntington: The timeline or reacting quickly to a
legislative requirement, should there be a situation that
needs it.

H. Wood: Well, the ministry can always elevate urgent
issues to the minister that require immediate legislative
attention. As you know, there is a process for doing that.
It isn't as immediate sometimes as some would like it to
be, but certainly, on an annual basis I have found that if
there are urgent issues, we can elevate them to the min-
ister, and they tend to be given high priority, I would say,
within the overall legislative priorities of government.

V. Huntington: Would it be worthwhile if an addi-
tional recommendation came out of this committee to
consider moving the review back to seven years? I know
you would rather not, but perhaps it would be worth-
while and advisable.

[1030]

H. Wood: I don't know that I could say whether it
would be worthwhile, because I feel that we would have
opportunities, for example, to make recommendations to
government and that the advice would be well considered
and well taken. If during the course of this review in-
dustry, consumers, the regulator consistently said to the
ministry that the time frame should be shorter than ten
years, I think we would be quite successful in being able
to provide that advice and have it strongly considered.

V. Huntington: Could I ask the Auditor General if she
would care to comment on that — whether it would be
more advisable to look at a review of seven rather than
ten? Or Mr. Jones. Whichever.

C. Bellringer: I see that as walking into the policy area.

V. Huntington: Yeah, I guess so. Okay.

C. Bellringer: Having said that, the process of going
about it by looking at international standards and look-
ing at practices in Canada certainly will give you a bit of
an answer to it. I have to admit I was thinking: "Ten years

— that's several Auditors General worth."

V. Huntington: Yeah. I'm not sure I understood the
answer there, but....

B. Ralston (Chair): So is that a good thing or a bad
thing?

Interjections.

V. Huntington: Sorry, were you going to make an-
other comment?

C. Bellringer: The quick answer was that we're not go-
ing to make a policy comment on it.

V. Huntington: All right. Thank you.
Could I follow up?

B. Ralston (Chair): Sure, one more.

V. Huntington: It's slightly longer. Well, I didn't intend
the other one....

AsTunderstand it, FICOM's primary mandate — or at
least initially — was to minimize the negative impact of
failure on the financial sector. Is that correct?

C. Rogers: I think I would consider that part of our
mandate, yes.

V. Huntington: Okay, part.

One of the things in looking at a review of the credit
union situation is that I think, from the perspective of
the public, the credit union is seen as sort of the people's
banking system. I wanted to explore a little bit some of
the comments, particularly on page 16 at the bottom, re-
lated to the prevailing versus the new view, where we've
already discussed.... The initial review was that un-
limited deposit insurance was to discourage risk-taking
among the financial sector primarily, I guess, and latter-
ly the public — into a new view where now insurance is
looked at as promoting confidence and stability within
the system. I think it's what is commented on, on 16.

Then there were the comments that the deposit insur-
ance is intended to cover fully most but not all deposits
and to ensure "a significant portion of the value of the
deposits are not fully covered" — which I found almost
contradictory. That's the last sentence. I wondered. Is
that the case — to ensure that "a significant portion of
the value of the deposits are not fully covered"? Or is that
a typo in the paper? You can answer that first, and then
I can carry on.
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L. Moore: It is not an error. It is what's intended.
Canada is actually an example of that for the federal
banks. They have insurance that estimated about 97 per-
cent of their eligible depositors are covered, but it's only
about 35 percent of the total deposits that it covers. They
are viewed by the Financial Stability Board as an appro-
priate or a model system to be following.

V. Huntington: Okay. So in that respect, I need to
understand....

B. Ralston (Chair): This is your last question, Member,
because then...

V. Huntington: I beg your pardon.

B. Ralston (Chair): ...we'll come back to you. Just fin-
ish this one, and then we'll come back to you. Go ahead.

V. Huntington: In that case, [ need to understand how
this then plays out on the ground in terms of the non-
financial depositor. How does the public...? Does this
protect the public deposits, or is it looked at protecting
the 97 percent protection ratio for the financial sector?
How is this going to play out on the ground in terms of
a potential failure?

C. Rogers: If I might, Chair.

I think it might be helpful to understand this issue if
I use two terms that regulators or deposit insurers tend
to use. One is market discipline, and the other is moral
hazard.

[1035]

Market discipline is a concept that says that in addition
to the regulators' oversight and the legislative framework
that are in place to ensure that financial institutions act
prudently, you ideally want the marketplace, which are
their customers which fund their business....

Depositors are what fund any financial institution. You
want them to care as well. You want them to decide where
they deposit their money, based on their assessment of
whether that is a sound and prudent financial institution.
When you have an unlimited deposit insurance regime in
place, you basically remove the incentive for that market
discipline to occur.

As Heather mentioned, what happens is that instead
of relying on an assessment of whether you're deposit-
ing your hard-earned money at a very sound and prudent
financial institution and maybe doing a little bit of your
own due diligence, you'll just say: "Well, I don't need to
worry because if it does fail, I'm covered."

The moral hazard comes in, in terms of manage-
ment inside financial institutions and even community-
oriented financial institutions. The theory goes.... The
reason you regulate is that management always has an
incentive to grow and to be profitable and to take risks.

That's the business they're in. When management knows
that a failure of their organization would not affect the
funders, the depositors of their organization, they also
don't have that extra discipline in place to be that much
more careful.

The moral hazard and market discipline are eroded by
virtue of an unlimited deposit insurance scheme. That is
really, I think, what underlies the Basel Committee and
the conventional thinking around the wisdom of limited
versus unlimited schemes.

The last point I would make.... I think this is maybe
specific to your very specific question. The way the math
works is that the average depositor in a financial institu-
tion is unlikely to have millions of dollars. They tend to
have around $100,000. CDIC, the federal deposit insurer,
is currently reviewing that limit to make sure that it keeps
pace with inflation and that type of thing.

Generally, what you want to aim to do is insure the
average depositor, the average person who deposits their
money, and not insure the large institutional investors
who might park money in an institution. The theory is
that those depositors have the resources and the where-
withal to exercise that market discipline more than the
average depositor does.

Hopefully, I've answered your question.

V. Huntington: Somewhat. If T could just quickly fol-
low up....

B. Ralston (Chair): We'll come back to you, but I'd
like to move to other members.

V. Huntington: I just wanted to finish the thought here.
B. Ralston (Chair): Go ahead, Shane.

S. Simpson: A couple of questions. The first is the staff-
ing question — just to get back to that a bit. It seems to
me that the limits, the sufficiency of the staffing levels and
the challenges in filling those positions, underlie a lot of
the ability to do the work. You've got to have the bodies
there, the people there, to do the work.

I would assume that the challenges we're seeing here as
they relate to credit unions— and you could correct me on
this — probably also impact the staffing levels and also im-
pact the ability to do the work with the other sectors that
you work with and you help regulate. It's not just credit
unions. It's the brokers, and it's everybody out there that
you have responsibility for, so it's a more complex problem.

Is the challenge here the revenues that you receive
from industry? It was pointed out by my colleague here
that you're, essentially, funded by the people that you
oversee. Is the challenge in the staffing and getting your
staffing up primarily around the freeze? Or are their
other issues that are creating the problem for reaching
your staffing levels?
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C. Rogers: I don't think it is primarily about the hir-
ing freeze. As we noted, as the Auditor General noted,
we were given a partial exemption from the freeze, and
we have been subsequently given a full exemption from
the freeze. We are at the same staffing levels as when the
Auditor General visited.

[1040]

I think that mathematically it would be difficult for
me to argue that it was the hiring freeze that affected our
staffing situation.

S. Simpson: What is it?
C. Rogers: Our current vacancy rate is 33 percent.

S. Simpson: I mean, what are the issues? If you have
the capacity and you have the resources, what are the chal-
lenges you're facing to ramp that up and get the people
in place with the skill set to do the work you need done?

C. Rogers: Primarily, it's an issue of our compensation
framework. We compete with other regulators and with the
broader financial sector — the firms that we've contracted
out to and industry itself. These are skills for which the mar-
ket pays more than we pay, particularly at the senior level.

At our entry level and our mid-management level, we
are reasonably competitive, and we are reasonably staffed
at that level. But as we develop those people and get their
skill level to a certain point, typically they can command a
higher salary on the market, and we lose them. As some of
our staff in those positions retire after long careers in gov-
ernment, we haven't been successful in replacing them.

S. Simpson: At the more senior levels.

C. Rogers: Yeah. There are some other small issues —
limitations around how we can advertise and recruit and
stuff — but I think those are second-order issues.

S. Simpson: So your ability.... The compensation
packages that you can put on the table are regulated, pre-
sumably, by the public service and that. Or do you set
your own standards?

C. Rogers: We're part of the Public Service Act. We
use the same framework as core government. We do not
have the ability to set....

S. Simpson: You're not the investment corporation.

C. Rogers: No. Or the Securities Commission or the
other regulatory bodies.

S. Simpson: And they have that ability to set compen-
sation packages that are over and above what the public
service...?

C. Rogers: That are different.

S. Simpson: That are different. That's a fair comment.

The question around — the comment that was made
I believe by the comptroller — resources, dollars, that
come in to FICOM that are surplus to the operation. They
then go back, as with other departments, into general rev-
enues of government.

I believe that's what you said, Mr. Newton.

Could you tell us how much money we're talking about
here? What kind of money flows from fees, from the
numerous people who help fund FICOM, that aren't used
by the commission and then go back to general revenue?

S. Newton: At this time, with me I wouldn't have the
number of the surplus. I don't know if Carol knows.

S. Simpson: Would you know, Ms. Rogers?

C. Rogers: Yep. Our overall budget at FICOM annu-
ally has ranged the last four or five years to between about
$13 million and $14% million. The surplus that has been
returned back to government in that same period has
ranged between $4.7 million and $5.8 million.

S. Simpson: So you're spending about $14 million on
your operation, give or take.

C. Rogers: No, we budget.

S. Simpson: You budget about $14 million on the
operation, and you're spending less than that because
you're not staffed all the way up. And you're giving about
$5 million to the government as surplus.

C. Rogers: Yes.

S. Simpson: So the revenue that's coming in is about
$15 million, and you're only spending about $10 mil-
lion. Is that fair? Then the rest is going back, give or take?

C. Rogers: Yeah. Give or take.

B. Ralston (Chair): I put myself on the list next.

Just to follow on this question about staffing. The fed-
eral regulator, OSFI, I think is well known — certainly
under the previous CEO — for very tight and effective
and detailed regulation of institutions across the country.
It seems given that basically one-third of your staff is not
there.... What do you think is the impact on the regula-
tory environment, or is that something that you consider?

[1045]

Certainly, it does create additional risk, and that's
sometimes factored into consideration of the strength
of financial institutions, if the regulator isn't doing their
job. Given these constraints that you say are not finan-
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cial but are, as I think you referred to, other constraints,
what's the impact on the risk environment given that
failure to regulate?

C. Rogers: Are you directing that to me?
B. Ralston (Chair): Oh yeah. You're the one.

C. Rogers: I agree with the Auditor General's com-
ments about timeliness being a significant issue.

The supervisory framework that we use is the same
one that OSFI uses. We work closely with OSFI. They've
been generous in lending support in the form of train-
ing and advice. Our staff meet regularly with them. Their
framework, and FICOM's framework, is based entirely
on being proactive.

To the member's earlier comment about: how can 88
basis points support $60 billion? It's really because the
theory is that we are not going to find ourselves in a situ-
ation of resolving a failure because we will have identi-
fied and rectified a problem much further upstream. All
of that relies on a very proactive, very early intervention
model of regulation. So timeliness is a key factor.

Expertise is a key factor. Reputation is a huge factor.
One of the reasons I believe that OSFI is as effective a
regulator as it is, is because it has such a strong reputa-
tion that when it makes a recommendation to its regu-
lated institutions, they listen. It has that close working
relationship. Having staff that have the expertise that
provides them the credibility and the respect from fi-
nancial institutions is critical, and having them regu-
larly interacting in a proactive way with institutions is
also critical.

I agree with the Auditor General's remarks that the
timeliness and the capacity are limiting our ability to do
what we're there to do.

B. Ralston (Chair): I'm going to raise the example of
OSFL, just because, as you say, they're well known. Any
experience I've heard indirectly about their operation
is that financial institutions live in a certain level of fear
of them just because they are so effective. I don't think,
given your staffing constraints and on the three things
that you say — timing, expertise and reputation — that
FICOM is anywhere near that. That's not a personal
slight upon your ability to run the organization. It's just
that it seems to be where it's at, given the lack of a prop-
er staffing.

Can you give an example, then? For a senior position
like a financial examiner — I'm not sure what the titles
would be — what would be the compensation at FICOM,
and what would be the payment for an equivalent pos-
ition at one of the private firms — say, an accounting firm
— for someone who would be capable of doing, at a senior
level, a detailed examination of a major credit union, for
example? Just to get a sense of what the.... You're talk-

ing about a salary gap. It all sounds a little bit theoretical
without some hard numbers.

C. Rogers: If I may, Chair, we did do some benchmark-
ing. I think an appropriate benchmark might perhaps
be OSFI or another regulator rather than a private firm.
I think generally, on principle, government agencies try
to avoid benchmarking with the private sector. What is
probably a more appropriate benchmark would be our
neighbour credit regulator or our federal counterpart, as
you mentioned, OSFI. That information I would have....

B. Ralston (Chair): Okay. Comparisons are made with
the private sector all the time, and usually it's a good
thing to compare with the private sector, in some polit-
ical lexicons. A comparison with OSFI, then, would be
probably appropriate.

[1050]

C. Rogers: Okay. A managing director would be a
senior supervisory role. Relative to OSF], there is about
a 50 to 60 percent gap. With our provincial counterparts
in western Canada it's slightly smaller, about a 30 to 40
percent gap.

B. Ralston (Chair): No, no. What's the salary at
FICOM, and what's the salary at OSFI? Just so people
can understand it. A 60 percent gap doesn't mean very
much to anyone.

C. Rogers: Okay. A managing director at FICOM
when this research was conducted would be making be-
tween $75,000 and $90,000, depending on their level of
experience. In other provinces they would make 35 to 45
percent more; in OSFI, 50 to 60 percent more than that.

B. Ralston (Chair): Okay. Just to avoid people having
to convert it and for those of us who are not....

C. Rogers: I'm the financial regulator. I should do the
math.

B. Ralston (Chair): Fifty to 60 percent more would be
what? What would be the range at OSFI, then?

C. Rogers: A managing director would make probably
about $130,000 to $150,000 at OSFI.

B. Ralston (Chair): And have, in your requests...?
You're apparently freed from the hiring constraint. You
don't have the discretion to set salaries at that level. Is
that what you're saying?

C. Rogers: No, I don’t.

B. Ralston (Chair): Have you asked?
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C. Rogers: Yes.

B. Ralston (Chair): And it's been specifically declined.
C. Rogers: Yes.

B. Ralston (Chair): What was the reason given?

C. Rogers: I think the environment right now, broadly,
in government around compensation in the public sec-
tor.... It's a bad time to be asking.

I think, generally, all parts of government are being
asked to show restraint in this area. Ultimately, FICOM
is inside the Public Service Act, and the Public Service
Act has a framework in place. We, like everyone else, need
to adhere to the framework.

B. Ralston (Chair): Okay. One more question. On
page 17 it says: "Legislation review is due in 2014." I be-
lieve it's.... Heather Wood used the words "was going to
initiate" a review, but the Auditor General uses the lan-
guage: "The last review was completed in 2004, so another
one is due in 2014."

The difference between "due" and "initiate" seems to
be substantive, because these kinds of reviews can take a
long time. In fact, would you agree — my question is to
Heather Wood — that this review is now overdue?

H. Wood: No, I don't agree that the review is overdue.
The last review was initiated in 2002. It was completed in
2004. In conducting the next review, in order to ensure
that there is no perception that the government feels there
are concerns with the sector that need to be addressed, we
wouldn't normally initiate the review until 2014.

B. Ralston (Chair): Well, I thought the legislation re-
quired to initiate a review. So in order to be complete this
year, you would have had to initiate it — if it was going
to take two years — two years ago. It seems to me to be a
nuanced difference of grammar, but the result seems to
be that it will be 12 years before you've completed a re-
view rather than ten, and that seems to be in contradic-
tion to the legislation.

H. Wood: Well, the actual sections of the legislation
say: "Every 10 years, the government must initiate a re-
view of this Act to determine what changes, if any, should
be made." But of course, the completion of the review
cycle and the determination of changes, in my view, does
not complete until legislative changes are enacted. In the
last review it took approximately two years from the start
of the consultation process and the policy analysis and
development phase, moving through to the actual legis-
lation development and introduction.

Based on that standard, to initiate the review would
be at ten years from the end of the last review, which

was when the decisions about changes would have been
made — 2004.

B. Ralston (Chair): I can't agree with that interpreta-
tion, but thank you for it. Does the Auditor General have
any comment on that passage in the report?

[1055]

C. Bellringer: I haven't read the actual words in the
legislation, but to me a ten-year period is.... If something
needs two years to be completed, then you have to factor
that in. It's sounding like 12 years to me, as opposed to
ten. I think ten years means that it should be completed
in 2014, which is what we put in the report.

G. Kyllo: Just quickly, the 88 basis points that's cur-
rently established for the fee. Had you had a full comple-
ment of staff for the last five years, do you think that the
rating would have been any less? Would that have re-
sulted in increased confidence and maybe a reduced rate?

C. Rogers: To be clear, 88 basis points is the reserve.
In insurance terms, it's the pool of money held to offset
aloss, and as recommended by the Auditor General, it's
a number that is under review. The Auditor General's ad-
vice was that we broaden our model that we use to de-
termine that number, using the new standards that are
published by the International Association of Deposit
Insurers, which is what we're going to do.

One of the things the new standards recommend that
a deposit insurer use is the degree of compliance with
supervisory best practices — so whether or not your regu-
latory and supervisory environment meets best practice
— because it's considered to be one of your risk mitigators.

We have factored that — our degree of compliance
— and some of the things noted by the Auditor General
into our recommendation that will go to our commission,
hopefully by the end of the year, and it will have some
impact on the reserve target, on the 88 basis point target.
I apologize. I've not taken the recommendation to my
board, and we've not released it to the industry, so I'm a
little cautious in terms of being more specific than that.

G. Kyllo: I guess where I was going to go with the
question is that all of the different inputs that affect the
amount set aside in the reserve could likely be or will
likely be impacted by the frequency of the actual audits
that are being conducted. So if all the audits weren't being
conducted in a timely fashion, we could see, potentially, a
greater reserve being established, which would potential-
ly cause additional cost, I guess, for financial institutions.

C. Rogers: Yes.

G. Kyllo: Okay. Just one other question. With respect
to the contracting out that is done, have you guys done
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any determination on the actual cost of completing an
audit using internal resources versus contracting out?
And with the contracting out, is that a fixed fee-for-
service, or is that based on an hourly basis?

C. Rogers: I'll answer the last question first. The way
we've structured the contracts is that they will be fixed
fee. My experience with these firms, though, is that at
the end of the day, they'll find a way to limit the work to
make sure that we'll pay, one way or another.

We have looked at the cost of an examination internally
relative to what we're paying externally. That was part of
our due diligence in ensuring that the contracts that were
put in place were appropriate. The cost is roughly a little
more than twice as much to contract it out — about 2.3
— relative to an internal cost, which, my understanding
is, is about the norm for an internal versus contract-out
ratio in government.

G. Kyllo: And the internal rate would take into con-
sideration overhead costs and all the other...?

C. Rogers: Yeah.

S. Robinson: I, too, want to follow up a bit, and I'm
quite concerned about the short-staffing situation. I'm
just trying to understand what the impact is of not being
able to complete the number of audits or the number of
on-site visits that normally get carried out.

Just based on the report, it looks like 16 or 17 is usually
the number that FICOM likes to do every year. It looks
like that's the pattern. So historically, before 2012.... It
just says for the last two years you haven't been able to
complete them. What's been the number before then?

[1100]

C. Rogers: You're correct. We'd basically take all of
our regulated entities — insurance and trust compan-
ies, everything. What we used to do, I would say prior
to about 2011 or '10, is we just divided them by a 24- or
36-month cycle, and we did that many every year, or we
intended to do that many.

We were keeping pace better prior to 2010 because
we used a very simple, rudimentary compliance-based
approach. What we did in 2010, following the financial
crisis, is we started to transition to a more risk-based
framework. We started to try and benchmark against ac-
cepted practice, incorporate all of the learnings that came
out in the financial crisis.

As a result, the process is quite a bit more intensive,
and we had some increased turnover of staff as we tran-
sitioned to a new skill set. The combination of factors
meant that we started to do quite a bit fewer examina-
tions as a result.

S. Robinson: If I may, Chair, just one follow-up question.

What's the overall impact of not getting through
enough of these each year? What's the real risk to de-
positors?

C. Rogers: I guess I would go back to my earlier com-
ment about early intervention. Everything that I know in
my role as a regulator about being effective at avoiding
problems that have enough of an impact to affect deposit-
ors or to affect the financial system as a whole is about
finding them, figuring them out early and then having
the type of relationship with the organizations that al-
lows you to solve them in a manner that doesn't flow
down to depositors.

Again, I would come back to: early intervention relies
on early detection, and early detection relies on regular
contact and frequent examination.

S. Robinson: In other words, it's just increased risk.
C. Rogers: Yes.

M. Dalton: Just on the topic of the reserves, how does
it compare with our credit unions as opposed to the
Canadian chartered banks — the percentage of the basis
points for our reserve? Also, if you can make a compari-
son with maybe some of the American banks. I know
there are a lot more there. But just how does that look?

I'm just wondering if less of a reserve can indicate
also perhaps more confidence and compliance. I'm sure
there's quite a bit involved in that, but if you can make
some comments on that, I'd appreciate it.

C. Rogers: I guess the first comment I would make is
that every deposit insurer that I know in the U.S., Canada
and globally is doing what we're doing, which is figur-
ing out what happened in the financial crisis, what we
thought was true that may not have been true in prac-
tice and incorporating all of that into our policy. Almost
every deposit insurance fund CEO that you would talk
to would tell you: "We're currently reviewing our target
fund size." That would include CDIC.

We're a little bit behind our colleagues across Canada
in the credit union sector, but most of them have very
recently completed a review. B.C. has one of the low-
est target fund sizes across Canada, but I would say that
that is in part because of that lag in the timing of our re-
view. I'm showing my hand a little bit here in terms of
our recommendation to our fund size that's coming, but
I would think that, subsequent to that recommendation,
we will be more in the mid-range, relative to our col-
leagues across Canada.

CDIC s currently reviewing their target. Their target is
slightly lower than ours. Their deposit insurance scheme
is different than ours, though, as well.

I don't have enough detail that I could make specific
comments on the U.S. What I would say is that in the U.S.
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there are a number of funds who are in the process of re-
plenishing their deposit insurance funds, so their targets
are impacted by that factor. FDIC, for example, ran out
of money and borrowed money to fund its deposit insur-
ance during the crisis.

M. Dalton: So you're looking at how much of a differ-
ence? How many basis points? Just kind of a range.
[1105]

C. Rogers: In Canada I would say our difference be-
tween our provincial colleagues ranges from. ... We're 88
basis points. I think the highest fund is two basis points

— 200, so very significant — down to about 100. I think
the next highest would be 20 basis points more, and then
it would go all the way up to more than double.

J. Yap: You referenced the financial crisis and learnings
from it. Going a bit further back in history, leading up to
the financial crisis of '08, there was the situation with the
sub-prime mortgages and kind of excessive lending on
inflated values and all of that, which made its way into the
investment assets, which I think you referenced — you
know, one of the values for the assets.

Does FICOM, as part of its early warning work and
proactive work, do sector analysis? The mortgage lend-
ing sector is such an important part of the credit union
portfolio. What I'm thinking of is that from time to time
we hear pronouncements at the federal level, whether it's
the Bank of Canada or the Finance Minister, expressing
concern about the state of the real estate market. Let's
focus on that. I think it's generally viewed that in Canada
and in B.C. we've got a very buoyant market.

Does FICOM, as part of your proactive work, do any
forward analysis? If you do, what are the outcomes of
that? Then do you provide guidance to the credit unions
on perhaps reviewing their lending? What sorts of out-
comes come from that?

C. Rogers: Yes, we do that kind of work. We have a
small team of people at FICOM that do risk surveillance
and analytics. They are the folks that tend to look for-
ward at the next problem or the risks that are emerging.
We regularly look at the data that we receive from credit
unions on a regular basis. We do additional data calls. We
do something called stress testing, a technical term for
looking at worst-case scenarios. Most recently, we have
a practice of issuing guidelines, which are basically our
way to articulate to our financial institutions what our
expectations of prudence are.

On the specific topic that you are asking about, resi-
dential mortgage underwriting, we have a guideline out
in the sector right now for consultation. It's available
on our website. Really, it is the product of us looking
at what's happening federally, what's happening in the
housing market specifically in our province and what

we're seeing from our own examination work in our
regulated entities.

K. Corrigan: Essentially, what we have in terms of
staff, then, from what you've said.... I appreciate your
analysis and coming with the information. It's really ap-
preciated that when somebody asks questions, we have
somebody come here who has anticipated what possible
areas of questions are and has come with the informa-
tion. I do really appreciate the extra work and prepara-
tion that goes into that.

(1110]

What you've essentially said is that the fact that there
are caps for compensation has resulted in staft shortages
and also increased risk and weaker oversight, and that
what is being done in order to temporarily remedy that
weaker oversight and the concerns associated with that
is that instead of paying an extra 35 percent to 50 or 60
percent for internal staff, we're paying 230 percent more
to have the work contracted out.

Would that be a fair evaluation of where we are?

C. Rogers: Yes.

K. Corrigan: Thank you. That's succinct.

So really, it's the issue of.... Putting in artificial caps
on compensation for governments can have unintended
consequences and end up actually costing government
more, so you have to be really careful about inflexibil-
ity, I think.

I wanted to ask a couple of questions just about the
number of reviews that are being done now. I notice that
on page 19 again, there was reference to only.... FICOM
only completed seven of 17 planned on-site reviews in
2012-13. Four more were rolled over to 2013-14, and for
2013-14, 16 planned on-site reviews have been reduced
to three to focus on the larger institutions.

Then I think on another page there was.... Well, I'll stay
with that one. I can't remember where the other one was.
So this is the impact.

Where are we right now in terms of...? You've put
some contracts in place. Has the catch-up started yet, or
are we still falling further and further behind? How many
reviews behind are we right now? How long is it taking?

C. Rogers: Well, at this exact moment we are a little bit
further behind, and the reason is because we did.... In or-
der to put the contracting process in place, I mentioned
earlier that it was in itself quite a rigorous exercise. There
was a lot of work to be done, and we ended up needing
to move some of our staff into a business unit that will
now oversee the contractors.

That's because — I should make this clear — the con-
tractors can't actually make the regulatory decision. We
still need a team of staft that will make the regulatory
decisions associated with those institutions. We need-
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ed to move some staff over to handle that, and then we
needed to take some additional staff to get all of those
processes in place.

Those folks came from the same team of people that
do the examinations, so for a short period of time, for a
four- or five-month window, our examination work ac-
tually became a little bit more backlogged. We completed
one large credit union examination. We also shifted some
staft because we have a similar situation for our insurance
and trust companies, and we needed to send some exa-
miners to an insurance company.

Right now we are a little bit more behind, but having
put the contracts in place, we are hoping that we will start
to really catch up more quickly now.

K. Corrigan: I know we haven't had a failure, and
that's a great thing. We really generally love our cred-
it unions, I think, in this province. But one of the im-
pacts.... My understanding is that if there isn't a review
done for a considerable amount of time, and a credit
union — which should be reporting if there are problems,
I guess, anyway.... Nevertheless, if there are problems
beginning, there's a rating scale for credit unions — sort
of one, two or three or something like that. The fees for
those credit unions go up significantly if their risk as-
sessment rates them more poorly — correct? — I mean,
to the tune of three or four times, $100,000 to $400,000
or something, depending on the size of the credit union.

C. Rogers: I think their fees don't change depending
on their risk rating. What does change is their deposit
insurance assessment. Again, CUDIC, the deposit insur-
ance fund, uses best practice in our assessment frame-
work, so like any good insurer, we risk-rate institutions
as part of their insurance assessment.

If a credit union has a higher-than-average risk rat-
ing, they pay a higher-than-average premium. The idea
is that credit unions that are low risk pay less insurance
than credit unions that are higher risk.

[1115]

K. Corrigan: Potentially, if a credit union has not been
reviewed for a longer time than would be best practice,
what could happen is that the risk could not be deter-
mined as early, and therefore, the premium could go up,
which would then put that credit union behind the eight
ball more. Then they would be at a higher risk even, be-
cause it'd be more difficult to pay those premiums. Is
that correct?

C. Rogers: We don't adjust a credit union's risk rating
simply because we haven't done an on-site exam for a
long time. A risk rating is adjusted using a very rigorous
process, and there needs to be clear evidence that the risk
profile has changed. Typically, that evidence is gathered
as part of the examination process.

Inside of our framework, there would not be a situa-
tion where just purely by virtue of an institution not hav-
ing had a recent exam, they pay more. That would not
happen. But if your point is that if we're not on site regu-
larly we don't catch the problem soon enough to have it
affect the risk rating, that is a possibility, yes.

K. Corrigan: That was what I was referring to.

In terms of FICOM itself.... I'm trying to understand
whether or not there would be other bodies that would
take a look at FICOM. It sounds like it's not the fault of
FICOM at all but the fault of the problem with staffing, in
terms of being able to provide the oversight that FICOM
wants to provide.

FICOM has, I would assume, guidance and standards.
But does FICOM have its own regulator that it is an-
swerable to that would evaluate whether or not it's able
to do the work that it needs to do in terms of oversight
of credit unions?

C. Rogers: What's often referred to as the regulator
of regulators, or the standard-setter of regulators, is the
Basel Committee. The Basel Committee releases guid-
ance and standards, and the Auditor General will use that
guidance and those standards as its benchmark in order
to evaluate FICOM. That is the benchmark we tend to use
too. Some of the reports that the Auditor General relied
on were assessments that FICOM commissioned from
external firms who specialize in benchmarking regula-
tors against the Basel standards.

We did this partly in preparation for the upcoming FIA
review too, so we could understand where we could make
improvements outside of a legislative change and where
we needed to work with Heather's team on legislative
change. We had an external firm benchmark us against
the standards for insurance supervision, the standards
for banking or credit union deposit-taking supervision
and the standards for deposit insurers. Those three very
detailed reports were done within the last 18 months.

That's what the commission uses and my manage-
ment team and I use to plan out our operations and our
improvements to our practices.

K. Corrigan: I know there was reference to the stan-
dards, and I may have missed something in the report,
but can you quickly tell us what the results were and what
kinds of issues were raised in those reports?

C. Rogers: As I said, the Auditor General relied on
those reports — particularly on the deposit insurance
and the banking supervision one — as part of their re-
view, so you would have seen similar comments in their
reports as you saw in the Auditor General's report. The
report on insurance, which is not an area that the Auditor
General looked at, was also consistent. So they tended to
cite some of the same things.
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I would make the comment, in fairness, too.... You can
appreciate that the standards for regulators and the stan-
dards for legislation for regulators have all been updated
in a flurry of activity since '08-09. So it's not unusual.

[1120]

I think any regulator right now who's benchmarking
themselves is going to identify some gaps. That's true
also for legislation, right? There's been a lot of updated
thinking in this area.

Those reports were prepared. They've been shared with
the ministry, and I know that Heather's team and our
team will consider them as part of the FIA review. There
are also things within those reports that FICOM can
address without necessarily waiting for legislation, and
we're working on those.

B. Ralston (Chair): In recommendation No. 5 it talks
about documenting the work processes to be used in
supervising smaller credit unions. I think it's well known
that through a process of mergers over the last 20 years,
the number of smaller credit unions has steadily dimin-
ished. I think the total number of credit unions is now 43,
and it was above 100, I think, not so long ago.

Is your sense that...? Historically in the past — I'm
not suggesting anything about the existing smaller credit
unions — there were a number of regulatory and super-
visory problems that emerged from smaller credit unions,
whether difficult economic circumstances in their mar-
ket area, weak or poor leadership at the CEO or board
level or just straight dishonesty and fraud at the executive
level. Would you say that by the process of consolidation,
the risk in the whole system has been diminished or not?

C. Rogers: If I may, Chair, I'm very attuned to the fact
that this is a business of confidence, and I'm pleased to
share some of my insights as your superintendent, but

there are certain things I'd prefer to do in camera, if I might.

B. Ralston (Chair): Okay. You're asking that we move
in camera to share that, then?

C. Rogers: With questions specific to the risk profile of
our regulated institution — that would be my preference.

B. Ralston (Chair): Okay. Sure.
Is there a motion, then, to move in camera?

Interjection.

B. Ralston (Chair): The Clerk is suggesting to me,
probably quite prudently, that we perhaps do that at the
end.

C. Rogers: Sure.

B. Ralston (Chair): I'll reserve that question.

Secondly, then, I had a question about — and this may
fall into the same category that we may deal with at the
end — credit unions in British Columbia. Some of them
have expressed interest and taken some steps to make
interprovincial connections with credit unions in other
provinces. I'm wondering: is that something — it would
seem your answer would likely be no — that you have
the capacity to examine?

Secondly, what's the risk profile that emerges from
that potential of interprovincial credit union connec-
tions? Because then you may be taking on or assuming
not only the assets of your partner but also the liabilities
of your partner.

C. Rogers: We do have some interprovincial role as
it stands now. In 2009 — I think it was — our Central 1
Credit Union, which was formally Credit Union Central
of B.C., assumed the assets and liabilities of what was for-
merly the Ontario Central. Subsequent to that, Central
1 assumed responsibility for the payments and clearing
system for all Canadian credit unions outside of Quebec.

So FICOM already has a national oversight role by vir-
tue of it being the primary regulator of Central 1. Central
1 is now effectively a clearing and payments house for
Canadian credit unions, and it is the central bank to both
Ontario and B.C. credit unions. In that sense, we have in-
herited an interprovincial role.

You may know that FICOM designated Central 1 as a
systemically important financial institution for the credit
union sector about a year ago, which is, again, regulator
language for "this institution needs very close and care-
ful oversight because its failure would create a systemic
problem." So we already have that role.

[1125]

The possibility for credit unions to move outside of
provincial borders right now.... While there is a legis-
lative framework through the interprovincial trade
agreement, the name of which escapes me right now....

B. Ralston (Chair): Is it TILMA that you mean, with
Alberta?

C. Rogers: TILMA, yeah.
B. Ralston (Chair): Or the new west partnership?
C. Rogers: That's the one, yeah.

B. Ralston (Chair): I thought these people would be
quicker to say those ones, but apparently not.

C. Rogers: That framework allows for credit unions

in B.C. to seek out interprovincial partners. But it needs

— as any trade agreement needs — the other partner, the

other province, to also have that enabling legislation. So
that varies still.
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The other option that's available to credit unions now,
which also has not yet resulted in any change, is that a
credit union can now apply to become a federally char-
tered credit union. If it did that, they would move to be-
ing regulated federally as well. But to date, there isn't a
B.C. credit union that I'm aware of that has any near-term
intention to make that application.

B. Ralston (Chair): Just arising from that, then, what's
your assessment of your capacity to examine and assess
the risk, given what you've said about Central 1 being,
I think, a strategically significant financial institution?
What's your sense of your capacity to properly examine
and regulate it such that the confidence that's required
in it is there?

C. Rogers: I would say right now we don't have that
capacity. We have been outsourcing that. We've been
heavily using contractors for that role for two years now.
We are recruiting right now, hoping to fill some staffing
positions, but in the interim we're still very reliant on
contractors.

B. Ralston (Chair): It's the same constellation of con-
tractors that you spoke of earlier?

C. Rogers: No, different ones.

It's a very different organization. It's not a retail finan-
cial institution. It is basically a central bank and pay-
ments and clearing. It's a financial utility, basically.

B. Ralston (Chair): Can you just explain: what's the
relationship, then, between the 43 B.C. credit unions
and Central 1 in terms of allocation of capital or spill-
over of risk?

C. Rogers: Maybe we'll move that one in camera, too,
if we could.

B. Ralston (Chair): Okay. I didn't mean to bring up
all these delicate questions.

I had one final question, then. On page 20 there was a
reference to the documentation of composite risk ratings.
In the second paragraph there's a note that commercial
lending is often a significant line of business for a credit
union and that the presence or absence of commercial
lending wasn't documented in assessing the risk profile
of a credit union.

Now, as it turned out, they didn't do a lot of commer-
cial lending, so it didn't really matter. But it wasn't docu-
mented. Given that, certainly, the smaller credit unions
and, to a lesser extent, the larger ones focus more on re-
tail lending rather than on commercial lending, I sup-
pose it's not a great concern. But can you explain why
that happened and what steps have been taken to avoid
that in the future?

C. Rogers: I think in this case.... Credit unions' lend-
ing caps or limits are basically a function of how large
they are — their own asset sets. Typically, the larger the
credit union is, the larger the loans. It's generally the lar-
ger credit unions that get into commercial lending in any
material way.

That's kind of an accepted fact amongst our staft. They
would typically go into a small credit union, and they
would know just by how large that credit union is wheth-
er or not they would need to spend a lot of time exam-
ining the commercial loan portfolio in that credit union.

I think sometimes what our staff do is they skip the
step in our framework where we write all that down,
where we say: "This credit union is this large. Their lend-
ing caps are this large. The largest loan they make is this.
The proportion of assets that is lent commercially is this.
Therefore, I've decided to not include commercial lending
as a significant activity in my oversight process."

[1130]

What the examiner did, I think, was looked at the risk
assessment and didn't see the documentation of that
thinking in establishing the risk rating — just saw that
it was not identified as a risk area — and had to go back
and ask a lot of questions and subsequently found out
that that was the case. So it did make sense that our exa-
miners did not spend a lot of time on commercial lend-
ing in that credit union but had to go ask the questions.
It wasn't documented in the file.

I don't know, Lisa, if you want to....

L. Moore: That's a fair assessment.

C. Rogers: So I think the recommendation is: you
might have made the right decision, but every auditor
will tell you it's very, very important that you document
how you got there.

V. Huntington: Thank you. I'd just like to complete the
question I had earlier, and that's to try and determine in
my own mind what I see as a gap between the new view
and the old view and what the policy pronouncement of
the former Premier was — i.e., that the deposit insurance
should fully cover the deposits. I'm assuming that would
represent the new view that stability and confidence in
the system is critical versus what I seem to be hearing,
which is that the financial supervisory sector still holds
onto the old view where you want to discourage risk-
taking and, therefore, not cover the deposits fully.

I'm wondering if you could discuss what I'm seeing
as a bit of a contradiction between the new and the old,
what the obvious policy inference was when the for-
mer Premier made that decision and why we still find
ourselves with a policy of 35 percent coverage — that
whole different approach or the old approach to cover-
ing those deposits and what the deposit insurance is in-
tended to do.
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C. Rogers: I'm not entirely sure I'm understanding
your question.

V. Huntington: Well, I guess I'm trying to uncover, too,
what I see as language here saying that there was the old
view of discouraging risk-taking — that was why the de-
posit insurance was generally not 100 percent — versus
the new view that we want to encourage stability and
confidence in the system.

I'm assuming that when the Premier said that there
will be no limits on deposit insurance, he was moving
toward that stability-and-confidence point of view. Yet it
seems to me that the system itself has not moved to that
point of view — i.e., there is no intention of covering de-
posits fully. So I'm just wondering....

C. Rogers: Deposits are covered fully in B.C. right now.
We have an unlimited deposit insurance scheme.

V. Huntington: When I go back to that 97 percent ver-
sus 35 percent, that's where I'm having trouble under-
standing what that means.

C. Rogers: There's a difference between covering de-
positors and deposits. In financial institutions often a
large amount of the deposits are held by a small number
of depositors if you attract a lot of what we often call in-
stitutional investors or large depositors.

I think what the Auditor General was trying to cap-
ture here is that the policy guidance that has emerged
encourages policy-setters to set their deposit insurance
in a way that covers most depositors but not necessarily
most deposits. In other words, protect the 97 percent of
us that have our RSPs and chequing accounts but not the
3 percent that have our $8 million deposit. Is that clear?

V. Huntington: Yes, that's much better for me. Thank
you. Probably everybody else understood that, but thank
you very much.

[1135]

L. Reimer: I just wanted to ask you about contractors
versus internal staff. I think MLA Corrigan had men-
tioned that the amount we're paying contractors.... She
used the number 230 percent or something like that, and
you said yes in the end. Can we really compare contract-
ors to internal staff? When we pay contractors.... When
we hire internal staff, we probably are providing them
benefits in addition to their salaries. Therefore, are we
really comparing apples to apples when we're talking
about contractors versus staff?

C. Rogers: When we do the math to give you those
ratios, we're using the full cost of running the operation.

L. Reimer: Including.... Okay, thank you.

C. Rogers: There's a ratio that we can use to gross up
a salary to include benefits as well as overhead, training
and all of those things.

M. Dalton: On the contracting out, are the contracts
year to year? Are they, like, for six months? What types
of time periods are we looking at?

C. Rogers: Because were conscious of and we agree
with the Auditor General's comment that we are over-
reliant on contractors and need to build the capacity in-
ternally, and it is our hope and our intention that we will
find our way to do that, we put the contracts in placein a
way that gives us an annual renewal by institution.

There is a total of, I think, about 45 institutions that
we've outsourced, because there are not just credit unions
— some insurance and trust companies too. Those are
spread over three contractors, but we've structured the
contracts so that FICOM can choose to terminate the
whole contract or pull only one or more than one in-
stitution out of the contract. There's a window each 12
months to do so.

It gives us an opportunity, on an annual basis, to look
at our capacity and bring more of the work back into
FICOM if we are able to.

M. Dalton: How long has this been going on? For
quite a few years now? Has it been increasing — the use
of contractors?

C. Rogers: We've been using contractors heavily, as
the Auditor General noted, for the last two years in-
creasing.... What we've done more recently in terms of
completely outsourcing the examination process is new,
though. That hasn't been how we've done it in the past.
We used contractors more.... We would hire a special-
ist to come in and help us with an examination, but the
work was all retained in-house.

What we've done now, actually, is taken the complete
monitoring and examination work for a large number of
our regulated entities and outsourced it through an on-
going contract.

B. Ralston (Chair): Anyone else?

Okay, given that that appears to complete the ques-
tions, I'm going to suggest, then, that we move in camera.

Before we move the motion, I'm advised by the Clerk
that observers will have to take a walk in the sunshine
and won't be here while we engage in that process.
Nothing personal, of course. We'll be breaking for lunch
at 12, and you're welcome back by then.

MLA Lana Popham is here. It's up to the committee.
If people object to her continuing to be here, I will ask
her to go. But given that she's an MLA, I think that's fine.

You might as well stay, then.

Is there a motion, then, to move in camera?
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Motion approved.

The committee continued in camera from 11:39 a.m.
to 11:51 a.m.

[B. Ralston in the chair.]

B. Ralston (Chair): We're back on the record. Are
there any concluding questions, now that we're back in
the regular session?

V. Huntington: I guess a bit of direction from the
Chair. If this committee wants to propose a recommen-
dation beyond those of the Auditor General, how do we
do that?

B. Ralston (Chair): Well, at this point there's no con-
sensus of the committee that the committee should in-
deed adopt the recommendations of the Auditor General,
let alone put forward its own recommendations.

It is the policy and the practice of other public ac-
counts committees across the country, notably the Public
Accounts Committee in Ottawa, to craft its own recom-
mendations and put those before the committee. Usually
there's staff support for that. At this point I think that's a
direction that we should be moving in.

The other direction that is fairly common in other pub-
lic accounts committees is a formal follow-up process by
the committee as opposed to by the Auditor General. I
know Russ Jones had worked on that and was attempting
to bring that before the committee. With the new Auditor
General in place, perhaps that's a discussion we can have
in the future.

I think it's important not only that we receive the re-
ports and have the discussion.... We have the option of
making separate and independent recommendations, if
members agree, and secondly, the capacity to follow up
on those recommendations and see whether recommen-
dations that are made, after careful analysis and debate,
are actually followed. That's something that the commit-
tee should have the capacity to do as well.

At the moment there's no consensus. That's something
I've discussed with the vice-Chair, and we haven't got
agreement on that either.

V. Huntington: Could I then say, Mr. Chair, that I'd
also like to have that question referred to the committee
at some point, as I did earlier about our agenda setting?

B. Ralston (Chair): Right.

Okay, any further questions? Otherwise, we can recess
a little bit early.

We'll just declare a recess, and we'll be back at one
o'clock for our next report.

Thank you very much, and thank you for all those who
presented. I think that was a very thorough discussion.

The committee recessed from 11:54 a.m. to 1:01 p.m.
[B. Ralston in the chair.]

B. Ralston (Chair): We're going to deal this afternoon
with consideration of the Auditor General report entitled
Oversight of Physician Services, dated February 2014.

Just let me briefly introduce the staff who are here.
We have Carol Bellringer, the Auditor General; Russ
Jones, the Deputy Auditor General; and Jessie Giles,
the manager of performance audit. On the government
side, Stuart Newton is the comptroller general. For the
Ministry of Health, Ted Patterson is the assistant deputy
minister, health sector workforce division; Rod Frechette
is the executive director, compensation and negotiation,
health sector workforce division; and Jeremy Higgs, exec-
utive director, workforce research and analysis, health
sector workforce division.

The deputy minister was invited at my request to at-
tend, but apparently he is at a federal-provincial Health
Council meeting. I think it's a meeting of all the health
ministers across the country which is taking place today,
tomorrow and Wednesday in Banft, Alberta, so he was
unable to be here for this particular session.

This is an important topic. I think 9 percent of the prov-
incial budget is what we're talking about here, so we'll
look forward to the report and the discussion that ensues.

I'll turn it over at this point to the Auditor General.

Auditor General Report:
Oversight of Physician Services

C. Bellringer: Thank you, Mr. Chair.

On this report, I was struck reading the audit report
on the oversight of physician services that the audit sets
out to find what I saw to be some pretty basic answers
that should be available to legislators. Appreciating that
health care delivery and outcome measurement is a com-
plex area and a cost driver of the provincial budget, I do
think that legislatures need to have this basic accountabil-
ity information provided to them to allow you to make
informed decisions around the budget vote.

I also noted that the examples provided in our report
of jurisdictions that have established performance man-
agement systems for physicians are outside of Canada —
England, Salt Lake City, Ohio, Australia, New Zealand.
What we are envisioning may be something somewhat
new but, I would suggest, is feasible within the health
care system in Canada.

I'll allow Russ to do the summary, and then Jessie will
do the more detailed presentation.

R. Jones: Thank you, Carol.

Chair, Deputy Chair and Members, good afternoon
and welcome to our discussion of the report titled
Oversight of Physician Services.
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Just to start off, I'd like to clarify for members that this
audit focused only on the quality and cost-effectiveness
of physician services and not the overall health care sys-
tem. It also focuses strictly on the oversight of physician
services, not whether physicians provide quality or cost-
effective care.

That said, government has the challenge of ensuring
that our health care system will remain strong and af-
fordable for generations in an environment with limited
funding and continual demand. To succeed, govern-
ment must prioritize the funding available by making
informed choices about health care service delivery now
and into the future.

[1305]

Physicians play a major role in providing health care
services. They contribute to promoting, maintaining and
restoring our health, and their services often save lives.
At the same time, these services are a major cost to the
system. To make informed choices, government needs to
know whether the services provided offer the best value
and the highest quality for the money spent. We don't
believe they do.

To explain how we came to that conclusion, I will have
Jessie Giles, manager in our performance audit, give you
an overview of the report.

J. Giles: Anyone who has had an illness or been af-
fected by illness in their family understands the value of
physicians. Because of how valuable physician services
are, it can be difficult to determine an appropriate cost.
This is government's responsibility. It has to manage
health care spending. Our audit looked at the oversight
of physician services.

The cost of paying for physician services is quite high.
In 2011-12, B.C. paid its 10,346 physicians over $3.6 bil-
lion, approximately 9 percent of the entire provincial
budget. Almost all B.C. physicians receive their income
from public health dollars.

Given the limited amount of funding available for
health care and government's duty to protect and en-
hance the health care system, government must make
evidence-based funding decisions. To be successful, gov-
ernment must understand and ensure that all health care
services, including those provided by physicians, are high
quality and offer good value for the money spent.

This audit examined whether the Ministry of Health,
the six health authorities and the Medical Services
Commission are ensuring that physician services are
achieving value for money. We examined the oversight
of the quality and cost-effectiveness of services provided
under the fee-for-service and alternative payments pro-
gram models, the two largest physician-funding mod-
els in B.C.

We concluded that government does not know if phys-
ician services are high quality and offering good value for
the money spent. Government cannot demonstrate that

physician services are high quality. Government can-
not demonstrate that compensation for physician servi-
ces is cost-effective. Systemic barriers in the province's
health care system are hampering government's ability
to achieve value for money with physician services. Our
findings question government's ability to make informed
decisions regarding physician services.

Government does not have a consistent overall system
for assessing and managing physician performance. For
example, health authorities grant privileges to physicians
annually to permit them to practise in their facilities.
However, performance reviews are not done consistently
as a condition for privileged reappointment. This means
government does not know what quality of services is be-
ing provided by individual physicians and whether it is
getting the quality it expects for the money being spent.

We also found that entities are working in silos and
have different opinions regarding who is and who should
be responsible for the oversight of physician services.
This is resulting in gaps in the oversight.

Government is also unable to demonstrate that com-
pensation for physician services is offering the best value
because it has not defined what "value" or "cost-effective"
means as it relates to physician services. In addition,
government's current physician compensation models
and processes limit its ability to ensure value for money.
This is specifically a concern, given that the Minister of
Health is accountable for ensuring the best possible value
for taxpayers.

Government has two main models to pay physicians:
fee-for-service and the alternative payments program.
Both models are common throughout Canada and inter-
nationally.

The majority of B.C. physicians receive funding
through fee-for-service. Although this model encour-
ages providing a high volume of services, which increas-
es access, fees are not linked to patient outcomes, and
there's a potential incentive to provide services that are
not necessary and/or most appropriate based on patient
needs. We were unable to determine if this is an issue be-
cause information on appropriateness of services is not
collected consistently.

We also found that government is not regularly re-
viewing existing fee-for-service fee codes to ensure
that fees are appropriately matched with the service
being provided, with the exception of laboratory fees.
Advanced technology can decrease the complexity and
the amount of time needed to provide a service, thereby
making an expensive fee less appropriate.

[1310]

APP, on the other hand, pays for a range of services
through contracts — standard rates for half-day services

— or by fixed compensation.

APP was specifically put in place to support physicians
seeing patients who require more clinical time. We found
that government is not reviewing or adjusting APP con-
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tracts to ensure that they are cost-effective. Half of the
APP contracts we reviewed exceeded agreed-upon com-
pensation ranges or were so unclear, we could not reach
a conclusion.

The report also identifies several systemic barriers that
make it challenging for government to ensure quality and
cost-effective physician services. These include: the data
needed to assess the quality of physician services at the
individual level is either not available or is fragmented;
aspects of work culture are impeding constructive en-
gagement with physicians; and current legislation is not
adequately supporting entities overseeing physician ser-
vices.

Some of the issues in our report were identified by Dr.
Douglas Cochrane in his 2011 investigation regarding
the quality of the interpretation of CT scans and obstet-
rical ultrasound readings in the province. Government
has taken steps to address some of the issues Cochrane
identified. However, progress has been slow, and signifi-
cant work is still needed. Government must continue to
resolve these barriers to ensure its effective oversight of
physician services.

We had a total of six recommendations.
Recommendations 1 and 2 propose the need for improve-
ments with respect to performance management of phys-
icians as well as clarification of roles, responsibilities and
accountabilities. Recommendations 3 and 4 propose
improvements related to current physician compensa-
tion models. Recommendation 5 proposes that govern-
ment identify and address work environment barriers
to physician engagement. Recommendation 6 proposes
that improvements are necessary with respect to legisla-
tive and regulatory framework governing physician ser-
vices in B.C.

That concludes our presentation, and I will now turn
things back to Russ.

B. Ralston (Chair): I'll now call upon the representa-
tives of the auditee, the Ministry of Health. I'm assum-
ing it's Ted Patterson.

T. Patterson: Yes. Thank you to committee members
for the opportunity to be here with you this afternoon.
As the Chair reminded me, it wasn't optional for me as
well, but I am pleased to be here, of course.

You were introduced to both Rod and Jeremy. I will
say, aside from their titles, that Rod is responsible for
the alternative payments program, and he has a long his-
tory in physician human resources management within
the ministry. Jeremy is, among other things, responsible
for analytics in my division. He's actually responsible for
the Medical Services Plan payment schedule, or fee-for-
service, as it's commonly referred to. He has long experi-
ence in physician economics for the ministry. I'm quite
pleased that they're here with me to answer some of the
more detailed questions that you might have today.

First, I'd like to acknowledge and welcome the new
Auditor General in her role and acknowledge the work
of the Deputy Auditor General and staff of the Office of
the Auditor General on their report. I thank the Auditor
General for her opening and the idea that some of this is
complex, and you'll hear that repeated by me a number of
times in my presentation. Some of it is new, but it's feas-
ible. They're improvements that we need to work toward.

Thank you for that, and I give full credit, as I believe
we say in our response, to the Auditor General's staff for
the work they did on this report. It's worthwhile, and
the recommendations are important, and we take them
seriously.

I would say, though, back to the complexity, that we
are making progress on most of the recommendations in
the report. We'll walk you through some of the activities
that are underway.

I would add a general caution or caveat here. As I'm
sure you're all aware — and you'll see it laid out in my
slide deck — health care is complex, and change in health
care can be extremely difficult.

[1315]

We have long history, organizational and professional
culture and a multiplicity of often competing interests
that we have to consider in managing change. It's not a
bad thing. It's just a fact. It's reality.

At times this complexity can make even seemingly
small, commonsense changes seem challenging, and
then significant or radical change, which I think is ac-
tually suggested by a couple of the recommendations, is
quite another matter.

What I would say is that how we manage change in
health care, from our perspective, is every bit as import-
ant as what we intend to change. That's been a lesson at
the ministry over the past seven or eight years that I've
been at the ministry. It's a theme that you'll see in our
planning guide document, Setting Priorities for the B.C.
Health System, which is available on our website. It's
basically a refresh of our innovation and change agenda
from a number of years ago.

In our view, given the challenges that we have with
change in the health system, we have to be focused, op-
portunistic and strategic in terms of our approach. Most
importantly, we need to be constructive and collaborative
in terms of how we engage our health system partners.

I would put it to you that some of the recommenda-
tions in the report speak to changes that we should be
working on in effecting change in the short term, but
there are some recommendations that require a longer-
term approach to change.

I don't want to leave you with the impression that it's
too hard. We're alive to the fact that there are signifi-
cant opportunities for change, and we're working hard
to make those.

I'd like to mention, as well, that I think we've got some
willingness and energy on behalf of some of our partners
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in the health system to work with us collaboratively and
constructively on that change. I'll mention the Medical
Services Commission, the health authorities, the College
of Physicians and Surgeons of B.C., the Doctors of B.C.
— formerly the B.C. Medical Association — and many
others which I will reference throughout this presenta-
tion.

The slide that's up right now is really just of passing in-
terest. When I wrote a presentation on infection control
a number of years ago as a junior policy analyst, I man-
aged to weave Aristotle into the speaking points, and you
get stuck with Jeffrey Simpson today.

Interjection.

T. Patterson: There you go. This is a quote from our
planning guide document. It's from Jeffrey Simpson's
latest book on....

Interjection.

T. Patterson: That's right. There you go. I hope there's
not a quiz at the end. I'm partway through the book. I
hope my boss doesn't read Hansard here.

That's just for your interest. I mean, it summarizes how
we are thinking about change and why we think it's so
important that we take a collaborative and constructive
approach to managing change in health care.

What I'd like to do is walk through the six recom-
mendations in the report and describe for you some of
the activities that are underway to address each recom-
mendation. Broadly speaking, the first recommendation
deals with physician performance management. There
are a number of activities, both existing and new, that
we believe at least begin to address this recommenda-
tion. I'll speak about these in terms of two streams of
activity: quality assurance activities and quality improve-
ment activities.

In terms of quality assurance, quality assurance is
about regulation and oversight. It's about setting the bar,
if you will, establishing a general set of standards that
physicians are expected to meet in order that patients
and the public can be assured they're receiving care from
a qualified and competent health professional.

Quality assurance for physicians is the responsibility
of a number of agencies at the national and provincial
levels, including the Ministry of Health, and spans the
entirety of a physician's career, from his or her medical
education through to retirement.

For example, at the national level the Medical Council
of Canada assesses over 11,000 medical graduates every
year through its examination process. Also at the nation-
al level, the Royal College of Physicians and Surgeons of
Canada and the College of Family Physicians of Canada
establish competencies and certification requirements for
physicians to practice in various specialties.

They accredit medical residency and training pro-
grams, and they accredit the continuing professional de-
velopment programs required for physicians to maintain
certification throughout their careers, and that's a key
point. I'm advised — I was at a meeting yesterday — that
these organizations are actually looking to increase the
number of hours of assessment required of physicians on
an annual basis in order to maintain their certification.

At the provincial level the College of Physicians and
Surgeons of B.C. is the organization created under the
Health Professions Act, as you know, for the purposes of
licensing, investigating and disciplining physicians who
practise in this province. The college, as well, fully en-
dorses the principles of the national organizations with
respect to continuing medical education and professional
development.

[1320]

Each year at the time of licence renewal, registrants are
required to attest that they're compliant with the medical
education requirements of either the Royal College or the
College of Family Physicians of Canada. Additionally, the
College of Physicians and Surgeons of B.C. has a range of
quality and performance enhancement programs to sup-
port the ongoing quality of physician practice, particu-
larly in community and private settings.

Also at the provincial level, health authorities, of
course, represent another layer in terms of regulation
and oversight of quality assurance through their annu-
al process to grant privileges to physicians who wish to
practise in health authority programs and facilities, as
we've just heard.

This process occurs within the context of a broad-
er governance framework for medical staff established
under the Hospital Act and Hospital Act regulation. This
framework requires the creation of medical staff associa-
tions and structures, bylaws and policies that govern the
medical staff affairs within a health authority, including
requirements for physicians to participate in quality as-
surance and quality improvement activities as required
by a health authority.

Quality improvement, on the other hand, is obviously
related, but it's about continually raising the bar in terms
of professional practice, I would say. It's about continu-
ous and ongoing professional development at individual,
team and system levels. At the level of the individual
physician, there's a strong cultural emphasis on profes-
sional obligation and self-direction, with respect to prac-
tice improvement.

There's a sense in which performance activities must
be by us and for us among the physician community,
if they're to be successful. There are a range of quality
improvement and performance enhancement activities
that take place throughout the health system.

I've just mentioned the national and provincial require-
ments for continuing medical education and profession-
al development. There are various quality improvement
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initiatives underway throughout the health system, led
by the ministry, the health authorities, the B.C. Patient
Safety and Quality Council, for example.

In particular — we'll reference this later on — there's
a tremendous amount of collaborative activity going
on through a number of joint clinical committees that
have been established under the physician master agree-
ment. There are four of these: the General Practice
Service Committee, the Specialist Services Committee,
the Shared Care Committee and the Joint Standing
Committee on Rural Issues. Each of these committees
has a quality improvement agenda and contributes to and
supports quality improvement or physician performance
enhancement in various ways.

I'm spending a fair bit of time on the quality slide
here, but I promise I'll move more quickly through the
rest. Aside from all of this activity that goes on in the
normal course, we are doing some important work that
was, I believe, referenced through the Physician Quality
Assurance Steering Committee that emerged after the
Cochrane report a number of years ago. We're doing
some work to make improvements on both the quality
assurance and quality improvement side and to wed both
of those — the various activities.

The PQASC, or the Physician Quality Assurance
Steering Commiittee, is a collaborative and multi-
stakeholder committee that includes the ministry and
health authorities, the college, the B.C. Patient Safety and
Quality Council, Doctors of B.C. and the various joint
collaborative committees that I just mentioned. There
are a number of other organizations that are involved
in various initiatives as well, so it's quite the enterprise.

Specifically, in terms of quality assurance, we are in the
process of implementing a provincial credentialing and
privileging system that will ensure a consistent, standard-
ized approach to the privileging process across all health
authorities. It'll include a single-standard, web-based
credentialing and privileging system, including stan-
dardized business processes for health authorities. It will
include consistent, objective, criteria-based standards for
physicians, dentists, midwives, nurse practitioners and
other health professionals who wish to have privileges
to practise in health authority programs and facilities.

These criteria will be set out in privileging dictionar-
ies, they're called, for each medical specialty, and health
authorities will then use these dictionaries to assess indi-
viduals wishing to practise in a health authority. In other
words, a general surgeon in Vancouver Coastal will be
required to have the same core set of competencies to
have privileges as a general surgeon in Fraser Health or
Vancouver Island, and there are sets of non-core compe-
tencies, as well, that may be locally based or applied in
certain local situations as appropriate.

[1325]

This initiative will also include training and support
for medical staff leaders that are conducting annual per-

formance reviews, and we heard a comment about the, I
guess, inconsistent performance reviews that take place
now. We recognize that, and this initiative is intended to
address that.

So there will be training to support medical lead-
ers conducting these interviews. These interviews
may include discussion of, for example, physician self-
assessments; compliance with health authority bylaws,
rules and policies; patient care management practices;
qualitative data; multi-source feedback, and there are a
number of tools that can be used for that purpose; team
relationships; patient and student satisfaction; currency
of practice; continuing medical education; scholarly ac-
tivity; and so on.

We expect the new system to be in place early in 2015,
and we've received interest from a number of other prov-
inces that are quite interested in the model.

Supporting that, on the QI side, I'll say that we're doing
work on a provincial performance enhancement frame-
work, which is referenced in the report, to support both
community- and facility-based physicians meeting their
professional obligation to continuous professional de-
velopment and the enhancement of their practice.

As Isaid earlier, there are a lot of quality improvement
activities going on throughout the system in various
venues. One of the things that we're trying to do through
the Physician Quality Assurance Steering Committee is
better coordinate and build on those activities, to build
them together — as I said earlier, wed QA and Q] if you
will.

Again, there's a long list of stakeholders participat-
ing in that, and we expect to have discussions about
establishing metrics, expectations, deliverables and ac-
countability on a more systemic basis than is the case at
present. This is a key priority for the steering committee
in 2014-15.

I should note, as I did earlier, that this is one of those
pieces of work that is going to take some time. But I think
it's excellent work, and it's well worth it.

I will summarize just on the quality side. There is a lot
of good work underway. There's a lot of activity to im-
prove quality in terms of physician services — quality as-
surance and quality improvement — and we'll continue
to carry on with that work.

Quickly, recommendation 2 suggests that there's a
need to clarify roles, responsibilities and accountabilities
among the various stakeholders responsible for ensuring
quality and cost-effectiveness in physician services. We
agree, and we believe we're moving forward on a number
of fronts to improve on that issue.

Our Setting Priorities document sets out that we'll be
creating a clear performance management and account-
ability framework built on public reporting and ground-
ed in a clear understanding of roles, responsibilities and
accountabilities of various stakeholders and organiza-
tions involved in the delivery of health care, including
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the ministry, the Medical Services Commission, health
authorities, the colleges and physicians themselves.

We've been doing some work over the past year to im-
prove governance and accountability between the min-
istry and health authorities in particular, and we have
in fact developed the performance management and
accountability framework I just referenced. It's in this
SettingPriorities document. We're sharing that wide-
ly with stakeholders so that they're aware of how we're
evaluating health services, broadly speaking.

I will also say that the work referencing the long list
of stakeholders that participate in the Physician Quality
Assurance Steering Committee.... Working with that
group of people has pushed us to try and achieve clar-
ity in terms of our respective roles. I think we're making
some progress through that steering committee.

As well, in terms of physicians understanding and ac-
cepting their role, I think there are signals both nationally
and provincially, I would say, that physicians recognize
that the nature of their role in relationship to the health
system is evolving — it's not what it was 20 or 25 years
ago — and that they have to be accountable and partici-
pate in a different way in the health system.

Both the Canadian Medical Association and the for-
merly B.C. Medical Association have released papers on
medical professionalism — what it means to be a doctor
and be accountable and responsible and all those things.
From our perspective, that's welcome news. They ac-
knowledge that there's an evolving role for them in this
as well.

Recommendations 3 and 4 both deal with physician
compensation models — in particular fee-for-service
and alternative payments — although as the report notes,
there are a number of other payment mechanisms for
physicians in B.C. Specifically with respect to recommen-
dation 3, there's a great deal of debate in various juris-
dictions about physician compensation and physician
compensation models.

[1330]

I would suggest to you that there are no perfect com-
pensation models for physicians and that every jurisdic-
tion, or every province in Canada at least, faces similar
challenges with respect to some of the issues in this re-
port. There are advantages and disadvantages to any and
every compensation model.

I would also suggest the idea of.... And I don't want
to imply that this was what was intended by recommen-
dation 3, but the idea of a wholesale rebuilding of phys-
ician compensation models in the short term is perhaps
unrealistic. These models — in particular, fee-for-service

— have a long historical and cultural significance for
physicians. I'm advised, for example, that the tariff com-
mittee process that was established to create and amend
fees for doctors is rooted in 50 or 60 years of history, cre-
ated at the onset of public medicine in the province here.

We agree that significant change is necessary, and we're

quite interested in moving in that direction, but I would
suggest that this won't happen easily or quickly, either
through negotiation or otherwise. However, that's not to
say we cannot or should not pursue significant change
to these models. In fact, I'll put it this way. I think we've
got a generational opportunity, as a result of changing
physician demographics in the province, to start to think
about fundamentally shifting the way we think about
physician compensation and build new models for the
future over the next several years.

Just to elaborate on that, for the most part, physicians
at present day enjoy the freedom to determine where,
when and how much they work. Physicians entering the
workforce today think differently about how they want
to work and where they want to work. There's been a
shift, I'm told, in the literature over the past ten, even 20,
years about how physicians are trying to achieve a bal-
ance of work and lifestyle, as I would suspect most of us
are. Fewer physicians today want to work 60- to 70-hour
weeks and run a business, so to speak. You may have read
a little bit about that in the paper recently.

Younger physicians, we're finding, increasingly want
to focus their time on clinical work and aren't necessar-
ily interested in opening their own clinic independently
and running a business. They're also interested in, to put
it this way, practice niches — addiction medicine, walk-
in clinics, hospitalist programs in hospitals, for example.

I think what that tells us is that at the same time, some
of these physicians are looking for new payment models
and gravitating away from fee-for-service models. That
includes overhead to alternative payment and contract
arrangements.

As I said, I think we have a real opportunity to start
working with medical residents, physicians and others
on developing the models for the future now and start
taking these steps. As I said earlier, that's a discussion we
hope to engage them in soon, and I would say that that
will take a few years.

On recommendation 4, fee-for-service and alternative
payment arrangements, this is about improving existing
compensation models. I'll say simply that we recognize
many of the challenges that the Auditor General raised in
the report, and we are taking steps to improve our man-
agement of both fee-for-service and APP. Importantly, I
think we are doing it with a commitment of collabora-
tion and support from the Doctors of B.C. and health
authorities thus far.

In 2014, specifically, we intend to establish a payment
schedule review working group to review the MSC pay-
ment schedule, with the objective of identifying ad-
justments to fees and billing rules to reflect changes in
knowledge, skills, time and technology required to de-
liver a service; fees for elimination that are no longer ne-
cessary or in accordance with the standard of care; and
adjustments to fees based on evidence-based outcomes
data.
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This will be a labour-intensive exercise and, again,
will take time. But after we have completed our work,
we will take our findings through the tariff committee
in the Medical Services Commission processes to effect
change with respect to the payment schedule and, hope-
fully, bring better value for money.

We also will be working collaboratively with the Doctors
of B.C. through the Medical Service Commission's guide-
lines and protocols advisory committee and the Patterns
of Practice Committee, to support the goal of high-
quality patient care and effective utilization of phys-
icians' services.

[1335]

With respect to the alternative payments program, we
believe the time is right for a more fundamental policy
review, which we will be undertaking in consultation
with the health authorities and Doctors of B.C. in 2014-
15. This is actually identified from a budget perspec-
tive as a key priority in the ministry's Setting Priorities
document.

I will take a bit of issue with part of the report here. It
references the fact that.... It suggests we've not done any
demonstrable work in aligning physician compensation
with patient population health needs and makes specific
reference to expectations that fees for complex services
that significantly improve a patient's quality of life would
be higher than fees for less complex services.

As the report suggests, I think we would agree with
respect to the payment schedule. We have problems in
terms of relative value of fees. We agree with that.

However, we have done a great deal of work over the
past ten years to align patient needs and compensation
— in particular in labs, as was mentioned, but also more
broadly through the joint collaborative committees that
I mentioned and, I think most importantly, through
the General Practice Services Committee. Specifically, I
would add that we've created numerous incentives and
fees for chronic disease management in complex patients
for family physicians and specialists.

We expect that, following our current round of ne-
gotiations with Doctors of B.C., we'll be able to provide
those joint committees with a new mandate to create
further incentives and programs aligned with patient
populations, priority patient populations. My point here:
we have been working and will continue to work with
Doctors of B.C. to create these new incentives that we
think make improvements for patients in the province.

Slide 8. The next recommendation is about phys-
ician engagement, and I think we're actively addressing
this issue on a number of fronts. With respect to com-
munity-based physicians, the General Practice Services
Committee has been working on improving physician
engagement in the community for close to a decade now.
I would suggest that family practice in the province has....
Physicians would tell us, and they do tell us, that there is
a marked improvement over the past — roughly — ten

years since they started a number of their initiatives. The
GPs are more engaged.

The focus of our efforts over the next several years
will now turn to engagement of facility-based phys-
icians. We've been in discussions with Doctors of B.C.
and health authorities for a number of months now about
ways to improve relationships at provincial, regional and
local levels within the health system.

At the provincial level the ministry and the health au-
thorities are committing to working together more close-
ly with the Doctors of B.C. at the senior executive level
of our organizations — for example, though the leader-
ship council for the health system, which is chaired by
the deputy and includes all the health authority CEOs.

At the regional and local levels there is some important
work to do, and health authorities and physicians will be
working closely to improve the structures and processes
that I referred to — the medical staff structures and pro-
cesses through which the physicians interface with health
authority medical leaders and administrators.

This is a significant undertaking, and there are organ-
izational and cultural issues that we will need to work
through over the next several years. This will not hap-
pen quickly, but we're all committed to doing it and to
putting focus and energy into improving engagement
for physicians. Through this process we will be discuss-
ing engagement surveys for physicians and reporting
our progress to the Minister of Health and through the
leadership council as well.

Very quickly, the next recommendation, 6, refers to
legislative and regulatory barriers to oversight for phys-
ician services. This is a key piece of work that is being
undertaken by the Physician Quality Assurance Steering
Committee. We have conducted a legislative and regula-
tory review, and the ministry is presently reviewing the
results and determining the next steps in terms of ad-
dressing some of these regulatory barriers.

In summary, the ministry, the MSC and the health au-
thorities appreciate the Office of the Auditor General's
report on the oversight of physician services. The report
identifies a number of opportunities for improvement to
ensure that dollars spent on physician services provide
maximum benefit to patients and maximum value to tax-
payers. We believe we're working to address the recom-
mendations, and we'll continue to work with our health
system partners to do so.

I thank you again for the opportunity to be here.

B. Ralston (Chair): Okay. Questions.
[1340]

S. Robinson: Well, I certainly appreciate the complex-
ity of all the various stakeholder groups and the tensions
between them all in terms of who is taking responsibility
and oversight and how to actually tease that apart.

I guess, first, I want to just acknowledge the Auditor
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General and the work that's gone into trying to sort that
out and help us understand who's doing what. I suspect
my colleagues have lots of questions, so I'm going to start
off with just a couple and then come back around.

My first one has to do with this generational opportun-
ity that you mentioned. It was actually part of my notes
that there is a shift. I'm really curious about how you're
taking advantage of that, because a cultural shift is really
hard to do. I think collectively we've seen that happen in
British Columbia around seatbelts, for example — get-
ting people to wear seatbelts, which is now culturally ac-
cepted — or even drinking and driving.

It takes a lot of effort to move a whole body of people
to change behaviours. This is just a subset of that group.
Given that there is a shift, I'd like to hear a little bit more
about what specific steps are being taken to capitalize on
this opportunity.

T. Patterson: Thank you for the question. I would say
maybe I'll set some context here. All of this, physician
compensation, from my perspective.... My portfolio is
health human resources. One of the things that's set out
in the Setting Priorities document is that we need a strat-
egy for health human resources, which we're developing,
that supports the service delivery goals that we have at
the ministry to target certain patient populations and im-
prove health care for those people.

We presently don't have what I would call a robust
health human resources strategy, and we're working to
develop that. Over the next, I'd say, six months, we'll be
working to develop that, and that will, I think, from a
policy perspective, surface a number of the issues that
we need to be thinking about three, five, ten, 15 years
down the road in the health system. It'll allow us to have
a policy discussion with some of these people repre-
senting different generations of physicians and how we
manage change.

Then we look to engage those folks in a discussion
about policy in the future. I would say we're in the policy
development stage, and we're not yet having those dis-
cussions — other than, I would say, sporadically we'll
get people coming into the ministry saying: "I've got a
brilliant idea. Help me get here." They are brilliant ideas,
and we try and facilitate that and build on that and take
the opportunities where they come. But we're doing
quite a bit of work on a health human resources strat-
egy at present.

S. Robinson: It sounds like it's just contemplative right
now rather than into action....

T. Patterson: We're in the initial stages of thinking
about this.

S. Robinson: If I might, Chair, I have one other ques-
tion that has to do with the physician engagement. I think

around this table most of us are always concerned with
citizen engagement. If you have 10 percent of the popu-
lation voting, you think that's terrible. Then you get to 20
percent. It's still terrible, but you say it's an improvement.
I'm really curious about: when you talk about physician
engagement, what is it that you're measuring, and what
does good physician engagement look like?

T. Patterson: What I would say, generally, is there's a
focus.... There's an understanding in health care — and
you'll see that reflected in our health human resources
strategy; I think it goes for any organization — that en-
gaged staff bring results in terms of improvements in pa-
tient care. The literature points that out.

We do measure engagement for, I'll just say, the non-
physician health care employees in the health authorities
right now. We haven't done extensive work measuring
engagement for physicians working in health author-
ity programs and facilities, and that's something that we
need to work on.

The Doctors of B.C. has surveyed its members, and
that was clear in their last survey before negotiations
that the top non-monetary priority for physicians was
engagement, that they are feeling they don't know who
to talk to locally, in facilities or which regional depart-
ment head or whoever they're supposed to connect with.
They're feeling disengaged.

That's apparent, so we are taking steps, as I mentioned.
The health authorities are working locally with Doctors
of B.C. to create new structures and processes to make
sure that physicians feel like they can inform health au-
thority decisions about resource allocation before deci-
sions are made rather than being told about them after
the fact, which may be a little bit unfair to my health au-
thority colleagues.

[1345]

As I said, we have been in discussions for several
months about taking a more systemic approach to this.
But it's got to be done locally, I think — site by site, re-
gion by region, health authority by health authority —
because it's really locally about the relationships between
physicians and the health authorities that they work in.

S. Robinson: Can I ask one last question on this en-
gagement piece, just around engagement? What does
successful engagement look like? How do you know that
people are successfully engaged in the process?

T. Patterson: Part of that will be.... I mentioned sur-
veys, conducting engagement surveys, and that's prob-
ably a longer-term measurement — improvement in
surveys, for example. But I think problem-solving locally
— simple things like physicians attending medical advis-
ory committee meetings and participating effectively in
those, physicians engaging in quality improvement in-
itiatives locally and feeling like they're contributing. They
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want to contribute.

There are, actually, examples of where things are work-
ing very well, I'm told. It's not as though there are engage-
ment problems everywhere, but certainly, there are places
where work is needed. I think we'll hear less about phys-
icians and, working on teams, some of the issues — the
growing pains, challenges with respect to compensation
and negotiation issues — can be managed more effect-
ively locally — those sorts of things.

L. Throness: I wanted to talkabout doctor shortage. I
have a riding of some 10,000 square kilometres. There
are about 30 place names in my riding. In the rural areas
particularly, there are problems with access.

A few years ago I was able to work for the Minister
of Health in Ottawa. I was told, by someone there who
knows, that we really don't have a doctor shortage in
Canada. We have doctors who have a new lifestyle and
who work fewer hours. They talked about a doctor in
particular who worked in an emergency department in
a hospital for two shifts a week, made $10,000, no over-
head, no administration. He had a very nice life. But that
does not necessarily serve the needs of our population.

Can you tell me about the changing ratio of doctors
to population? Is the ratio changing? Is it declining? Is it
increasing? What does that ratio look like?

T. Patterson: I'll turn things over to Jeremy to give you
the exact figures, the scientific approach. But my under-
standing is, and he'll confirm this, that the number of
physicians in the province is increasing per population.
Some of the discussion we have from time to time is pre-
cisely that: do we have a physician shortage, or are phys-
icians working differently? Perhaps we have more of a
distribution problem and a productivity problem than
an actual shortage of people.

J. Higgs: If I may, to answer your question, the
physician-to-population ratio or population-to-physician
ratio has grown in a way that can be expressed simply by
saying that the number of physicians has grown from
the period of '01-02 to '12-13 by 29 percent. That's 8,234
physicians in '01-02 to 10,628 in '12-13. At the same time,
our population grew by 13.4 percent. So the rate of in-
crease for physicians is more than double the rate of in-
crease in population over that same period of time.

L. Throness: Okay, another question. There are about
251 working days in a year, and the average physician is
now billing on 179 days. What kinds of tools can the min-
istry bring to bear to encourage physicians to work more?

If I was a person who owned a business, I could say: "I
want to hire you because you're going to work full-time,
and I don't want to hire you because you're going to work
part-time." Doesn't the public have the right to a full-
time physician? I understand that they're independent

actors and so on. But what influences, what tools, does
the ministry have to change the behaviour of physicians
or to encourage, stimulate behaviour that is in the pub-
lic interest?

T. Patterson: I would suggest that that's something we
need to work on, frankly. We've got contractual and other
arrangements, but the reason I think physicians are prac-
tising that way is because we may not have the incentives,
the structures right, the compensation models right. So
we do need to do some work in that area.

[1350]

L. Throness: In particular, a few years ago there was a
court case on billing numbers — I think about 20 years
ago now — where they wouldn't give billing numbers in
B.C. to people who didn't move to certain areas. That was
overturned by the Supreme Court.

What is the extent to which the government can use
the assigning of billing numbers?

T. Patterson: There are a number of specific things
that we do, I should mention, for certain types of medic-
al residencies. If they're international medical graduates,
I believe we require a return of service, and we try and
target those to underserviced communities.

I am familiar with that case, and it was long before my
time. I know that there are a number of jurisdictions that
actually do. New Brunswick, I think, is one example that
restricts the use of billing numbers and targets those in
certain communities. So a new physician who wants a
billing number must practise where there's a billing num-
ber available to practise.

I am told that the success of that type of approach de-
pends on robust and comprehensive physician resource
planning. New Brunswick as been able to justify, as I
understand it, in court that this is grounded on a solid
approach to human resource planning.

There are examples out there of that approach. It's
something that we could look at and, frankly, I think we
should look at. But it has to be grounded, as I said, in a
solid approach to human resources planning.

L. Throness: I would just point out, Chair, as a final
comment that I haven't heard about many tools that are
avaijlable to the ministry. That, I think, should be a mat-
ter of concern.

D. Eby: A couple comments directly related conven-
iently to MLA Throness's comments. I would be very
hesitant to blame, Mr. Chair, doctors in British Columbia
living a relaxed lifestyle for the shortage of physicians in
the province. The doctors who I know and have worked
with are exceptionally hard-working and remarkable
people and as concerned as anybody else about the short-
age of physicians, especially family physicians.
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My question on that point is related to the govern-
ment's tools and one of the tools that they potentially
have available to them that was discussed in this report,
which the Medical Services Commission discussed on
page 25 of the report — which does not have any full-
time staff.

In the report it notes that the purpose of this commis-
sion is to ensure reasonable access to medical care across
the province and that this shortage of staff on this com-
mission results in there being no entity in B.C. measuring
specialist wait times, no entity ensuring reasonable access
to medical care and, in addition, no entity measuring the
actual implementation of the much-vaunted GP for Me
program, which was part of the June 2014 mandate let-
ter for the Health Minister.

My question is both to the representative of the min-
istry and to the Auditor General. Is there any reasonable
explanation for there not being any full-time staff dedi-
cated to ensuring access to physician services across the
province?

J. Higgs: If I may, as long as I've been in the ministry,
the Medical Services Commission has relied largely on
the Ministry of Health to provide its support for its agen-
da — to support the materials that show up on the agen-
da. It relies on people like me right now for updates on
budget management and expenditure reports. It relies
upon representatives from various committees, such as
the advisory committee on diagnostic facilities, the bill-
ing integrity program. It's not been a model of having dir-
ect staff for a very long time. So I, myself, can't say when
and where that decision was taken.

The commission has varied over time from being a sin-
gle person to being, for about 20 years now, the tripartite
setup that it is now, with the government members, pub-
lic members and members from the Medical Association.
It has people that do a lot of work for it, but there has
never really been a structure for having dedicated staft.

The Medical Association does a little bit to provide up-
dates to the chair, as well, once in a while. But really, the
commission has long relied on ministry staff, whose job
is split between doing some work for the commission and
doing its ongoing program area work as well.

[1355]

D. Eby: Thank you for that. I have just a follow-up
question. I'm curious, because the report's language is
not ambiguous. It says that there simply is no measure-
ment of specialist wait times, that the commission as it is
structured — whether tripartite, staffless or otherwise —
cannot fulfil the mandate of ensuring reasonable access
to medical care and that there is no measurement of the
GP for Me program. It's unambiguous.

How do I square the wording of this report with what
you've just told me — that the commission is working
properly and there is measurement of these things?

J. Higgs: I would say that actually there is.... The com-
mission itself, the Medical Services Commission, over-
sees the Medical Services Plan budget. Where we see
wait-time management and measurement is actually in
another part of the ministry, where they're looking large-
ly at the acute care system. That's largely where we have
wait-time measurement, largely for procedures — sur-
gical procedures, a few diagnostic procedures.

The commission itself does not have, has never under-
taken, a wait-time measurement on their own. They
are overseeing the Medical Services Plan budget. I
would say that their reply to that is that they're trying
to provide reasonable access through having a payment
schedule that has reasonable fees and provides reason-
able compensation for physicians — linking that back
to the Canada Health Act, whereby reasonable access
actually is linked back to reasonable compensation for
physicians.

That's where the Medical Services Commission would
be looking to do its work regarding access. It's to make
sure that the compensation for physicians is adequate
to provide access for things like primary specialists and
diagnostic care.

D. Eby: Do you disagree then? It sounds to me, in
your answer. ... I was listening carefully, and I didn't hear
you disagreeing. I just want to be clear. Is there anybody
measuring specialist wait times from the point of refer-
ral? Is there anybody measuring the implementation of
the GP for Me program? Is there anybody fulfilling the
Medical Services Commission mandate of ensuring rea-
sonable access to medical care?

J. Higgs: There are people who are looking at wait
times. The wait time you've referred to, from referral to
specialist — that's something called wait 1. That's a very
difficult thing to measure in our administrative data. A
particular patient-physician interaction that leads to a
specialist consultation is a somewhat imprecise date at
times in our data. There are some quality issues. We have
to rely upon the claims data to actually have the neces-
sary information.

What we measure is.... We tend to measure from spe-
cialist consultation to surgical booking, which is essen-
tially the wait 2. So I won't disagree. Nobody.... We're still
working on wait 1, and there's a pilot project that's under-
way through the Specialist Services Committee to try and
do that. There have also been some efforts in the min-
istry to do it, but it hasn't reached a provincial spread yet.

The GP for Me is one whereby what they have is a
measure that is, I think, best called an estimate at the
moment. They have an algorithm for measuring attach-
ment. Technically speaking, it's a pretty good algorithm.
But measuring attachment in administrative data in the
physician world is really difficult because we don't have
a flag for a person's regular medical physician.
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We have algorithms and we have estimates to be able
to say: "This person gets the majority of their care from a
particular practitioner." What that tells us is that we can
make an assumption that that is the primary relationship.
What we're able to do, and the big advance that we've
been making over the last few years.... It's to be able to
look back in time.

We're not just looking at a particular year. We're look-
ing back five, ten years to see what those relationships
are, then making an estimate of how many people are in
relationships like that, and then being able to judge the
improvement between those who have that kind of rela-
tionship and those who don't over the time that we have
our GP for Me program.

B. Ralston (Chair): Russ, did you have something to
add?

R. Jones: I was just going to mention I'll let Jessie ex-
plain to the members how we came up with our conclu-
sion.

[1400]

J. Giles: We had a similar discussion with the Medical
Services Commission, and it came down to a couple of
things.

The key argument that they use was because — and we
note on page 22 — they are responsible for some rural
program amounts, so by enabling these rural program
funding incentives, they are helping to ensure accessible
services. They use that argument in terms of how they're
able to meet their mandate.

Really, what it came down to and what we heard is that
the exception comes with the committee on diagnostic
facilities, which monitors the accessibility of lab servi-
ces. They are doing work in terms of what's happening
with lab services, but when it comes to everything else,
they're not.

K. Corrigan: I think it's interesting that in the re-
sponse from government to the Auditor General's report,
the words "collaborative" or "collaboratively" are used
seven times, which I think is a good thing. But I think
back to recent negotiations with teachers, for example,
and it's a very different kind of relationship.

I'm wondering whether maybe what's really being
danced around here is that it's a challenging relation-
ship with doctors. My sister is a doctor — just recently
retired this week, actually — so I love doctors, and I love
my family doctor. But the reality is, is it not true that at
the basis of all the challenges here is the fact that phys-
icians consider themselves as independent contractors,
essentially, and professionals who should have the right
to decide what they do and how they do it and how it's
measured and how they're accountable?

Maybe I'll just start with that very general question.

T. Patterson: I would say that we do have a positive
relationship with our physicians. I think we've been able
to do some excellent work over the past.... Before my
time, it started, frankly, in particular starting with the
general practice community. So there's some excellent
work out there. The word "collaborative" in that context
means something, and they are quite serious about it. It's
important that we work collaboratively with physicians.

I wouldn't say that we don't have a good relationship.
I think quite the opposite — that we do have a good re-
lationship. Perhaps with any relationship there are times
where you disagree, but we're able to work constructively
with each other on areas where we have mutual interests.
So I would just say that.

The idea that physicians are independent practition-
ers, or sometimes we hear the word "contractors," for
example. Physicians that I speak to.... I don't know ifit's
the committee's experience, as well, but some physicians
adopt or accept that characterization, and some can't
stand it. Actually, they resist it. I wouldn't want to make
general comments about that.

The long history of what it means to be a medical pro-
fessional — there's a culture that's involved here. As I said
earlier, I think there's a recognition among the profes-
sion where in the past, maybe, a physician would set up
a practice in some corner of a community on her own or
his own and have a practice individually. That's not the
way physicians think about things. Physicians are look-
ing on their own to be part of the health system and to
practise differently.

Physician autonomy and physician independence are
starting to mean something else. They're quite eager or
excited about working in team-based practices and team-
based models with other health professionals. I hope that
answers your question.

K. Corrigan: As a follow-up, yes, I do believe that the
relationship traditionally has been a good relationship.
My point is rather a bit the other way.

[1405]

Because the physicians and the B.C. Medical
Association are a very powerful group, trying to ensure
that we have accountability in a system where people sim-
ply get paid for reporting that they've provided a fee....
I mean, it's really quite unique, the payment system for
doctors. I think perhaps that government needs to push
more in order to ensure that accountability.

I want to use just one really quick example. On page
18 there's discussion about the physician practice en-
hancement program, which was also referenced in the
presentation, and the fact that assessments happen regu-
larly. It's done through the college — 332 peer practice
assessments. Yet the information that is gathered does
not include any performance measure for quality, and
the college doesn't report on the outcomes of the peer
assessments to the public or to the government, even at
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an aggregate level.

Why would it be...? Could this kind of information
and a requirement that peer reviews be rigorous and that
this information be made available to government...?
Could that not be a requirement — simply a requirement
by government?

T. Patterson: It could, and one of the things that we
will be speaking about through the physician perform-
ance enhancement work that you referred to is precisely
that: what metrics ought to look like for different phys-
ician groups, what our expectations are from those phys-
ician groups, what their accountabilities are and the role
and responsibility of the different organizations.

I think at this point we're meeting, trying to under-
stand what information exists. We have a rich repository
at the Ministry of Health, as well, of clinical and adminis-
trative data that I think we can make better use of to estab-
lish measurement and monitoring for physician services.

So yes, but I would not want to take the approach to
make it mandatory, I guess, straightaway. I think we need
to be clear about what our objectives are and what we're
looking for in terms of measurement and monitoring
from various organizations and then work with them to
get there. I think that's the approach that we'd like to take.

K. Corrigan: I also wanted to ask a question about fees.
On page 30 of the report it says that fees "are not linked
to health needs of the general population. Historically, fee
increases have been the result of efforts by sections ad-
vocating for higher pay, an approach that can create ten-
sion among the sections when there is a limited available
amount of funding."

I'm just wondering what is being done about that, be-
cause that seems like a fundamental flaw with the system.

T. Patterson: Jeremy will jump in, in a second here, be-
cause he actually participates in the tariff process through
which these fees are set.

I guess what we would say is that one of the things
we're doing when we go into negotiations, for example,
is rather than sending money toward the available
amount.... We've actually come to an understanding
with the physicians that instead of price increases, we
can send funds to the joint collaborative committees in
order to allow them to work with us, work in govern-
ment and with the health authorities, to create new fees or
new incentives that fall outside of the payment schedule
arrangements. Nevertheless, they end up in physicians'
pockets, but they're targeted in a different way to patient
population health needs.

That's one approach we're doing, and we've been rela-
tively successful in doing that.

J. Higgs: I can add that I will agree that the report gets
this right. Historically, most of the ideas for fee changes —

be they increases through negotiated settlements where
money is granted and then the sections go and divide it
up and decide where they want to put their fees but also
just changes within the fee schedule on a routine basis
— are mostly generated by the physicians themselves, by
the sections themselves.

[1410]

They are saying: "Well, we want to just do an across-
the-board increase, for example, on all of our fees. So
we'll take all of it and just make a 3 percent increase" or
"What we'll want to do is put it all, if it's a specialty, on a
consultation. We haven't put any money on our consult
for a long time, so let's just put it all on the consult."

What we've done over the last several years is a couple
of things. One of the things that the ministry has done a
lot more of is pay an awful lot more attention to the ac-
tual allocations that come in for negotiated fees. Several
years ago, for example, the section of general practice
wanted to put a whole bunch of money just sort of across
the board in their areas. What we had observed in the
ministry was that they really needed to put more money
into hospital fees, because physicians weren't coming to
the hospitals so much.

Over a period of a few weeks of discussion back and
forth, which my colleague Rod was very instrumental in
handling, we ended up actually shaping that allocation.
We ended up having a bit more influence than we nor-
mally would have because we really pressed the point
and said: "Look, we really need to have not a general in-
crease on office visits. We need to try and get docs back
into the hospitals. So let's put some of your money onto
fees." It took a while, but they did agree to that after a bit.

The other thing that's happened over the last few years
is that we have put very little money into just general fee
increases. What we've put in since fiscal year '10-11 has
been a 0.5 percent general fee increase, which is around
$11 million to $12 million a year that gets split between
the GPs and the specialty sections.

What we've done with other money, though, is we've
put money into specialist recruitment and retention. So
there's been a process for interested sections to come
forth and make arguments for a pot of $20 million. That
resulted in money going to geriatrics, psychiatry, pedi-
atrics, general internal medicine, which all tend to be at
the lower end of the average annual income. You can see
that in the report here.

We've done that. We've also had what we call disparity
money, which has also been targeted at physicians. We
had a total of $20 million for that in '06 and '07 that was
there to try and narrow the gap between the higher-level
specialties, as you'll see in your report — ophthalmology,
for example — and some of the lower-end ones. Again,
groups like general internal medicine were successful.
Pediatrics was successful, obstetrics and gynecology.

To come back to the question, these are some of the
efforts we've been making. We're going to continue that.
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We're really going to continue that.

The other thing, if I may, is that on a day-to-day basis
with the tariff committee.... When sections come with
suggestions to change their fees, we are trying to do a
much better job, particularly over the last couple of years,
of really taking a good hard look at what these proced-
ures are for, what the benefit is to the patient, what it's
going to cost, trying to hold them accountable for what
they say it's going to cost and what it ultimately is going
to cost. That, of course, requires a higher level of mon-
itoring on our part.

Those are just a couple of broad examples of how we're
trying to do better in this area.

K. Corrigan: Just a final question on that area. On
the same page at the bottom it says: "Without the min-
istry or the Medical Services Commission systematic-
ally assessing cost-effectiveness, there is no incentive
to initiate changes to fees to ensure cost-effectiveness is
maintained."

It's difficult, actually, in this report, because it is such
a complex subject, to jump back and forth between the
response and the report itself to see exactly where each
of the issues is addressed. It looks to me like there is not
a system in place to.... I mean, that's the comment of
the Auditor General. Do you have any response to that
comment?

T. Patterson: Well, I think that's one of the things that
I mentioned earlier. We recognize the challenges with the
payment schedule, and we will be doing some work this
year to have a look at the relative value of fees and see if
we can take some proposals forward to the commission
to revalue some of those fees or eliminate fees where we
don't think they're doing the trick. Part of that.... It's our
responsibility to undertake that work and to bring better
management to bear on the fee-setting process.
[1415]

S. Simpson: Just a quick question. I don't have a lot
here. What we know when we look at questions around
physicians is that the B.C. Medical Association is a pretty
powerful organization. It's an organization that has had
the ability to push back against governments of all stripes
for a long time in terms of defending the interests of its
members.

The kinds of discussions that are incorporated in this
report and in the response.... I guess the question I
have is: what discussions have been had with the BCMA
around these issues? While individual physicians may
or may not have views about how to approach this, the
BCMA, I'm sure, has views about how to approach this.

Without some willingness on their part to be involved
in a discussion about the rethink of physician services
and what that means, people who will replace us some-
where down the road will be having this discussion again.

So where have they been involved in this discussion, and
how does that relationship unfold to get to a solution?

T. Patterson: As you can imagine, as I said earlier, I
think we've got some willingness and commitment to
talk about the future and what physician compensation
models could look like. So we do have a good foundation,
a good relationship, to start from.

Having said that, I do recognize, and I'm sure all of
you recognize, that it's very difficult for the Doctors of
B.C., the B.C. Medical Association, to participate in pro-
cesses — revaluation of fees — or to be seen, I would
suggest, defending what could be compensation adjust-
ments for certain groups of physicians, certain sections
of their membership.

That's tough for them, because there are 30-plus differ-
ent sections within the BCMA. Other than, I guess, the
idea of levelling everyone up to address value, the alterna-
tive is that some sections might see their compensation
or certain fees decrease if we were to really take a hard
look at value. So it is challenging for them. I don't dis-
miss that at all. But there is a recognition — on the part
of physicians even, not just the Doctors of B.C. — that
they're interested in quality and cost-effectiveness. They
don't want to be seen as wasting taxpayers' money.

It has to be artfully done, but it can be done. It's feasible.

S. Simpson: So what's our reality in terms of the as-
sessment of the ministry about how we get there and how
this conversation happens? How's it going to happen?
How are we going to have this discussion with the key
players? On the physician side it's the BCMA, presum-
ably, as their representative in this discussion. How does
this discussion unfold so that we actually make some
progress and we're not back having a discussion about
a subsequent Auditor General's report in ten years that
tells us the same thing is occurring?

T. Patterson: It's an important point. The foundation
is a good relationship and being able to work through
tough issues. It doesn't mean that there may not be pain
in certain places, but I think you need a good relation-
ship to manage those sorts of things.

S. Simpson: I'll leave it there. I think I heard the an-
swer.

B. Ralston (Chair): Just to go back to page 30, I had
this page flagged as well. I think sometimes the power of
an example is more illustrative than some more general
explanations. There is an explanation there about cata-
ract fees. I'm just going to read it.

"When cataract fees were first introduced, the average duration
for cataract extraction and lens implantation was one hour. By

2011 the procedure had decreased to approximately 15 minutes.

Improvements in technology — specifically phacoemulsifica-
tion, where the eye's internal lens is emulsified with an ultrasonic
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hand piece and aspirated from the eye — made cataract surgery
easier and safer to perform. The ministry, therefore, proposed re-
ducing the fee, but it took six years to obtain approval and imple-
ment the change. The fee was reduced from a combined total of
$533.87 to $420."

[1420]
I'm not sure that this addresses the issue of cost-
effectiveness, but certainly it does deal with the issue of
a legitimate argument that perhaps the cost should be
reduced. I'm sure some of us have had the experience
of being in hospital for a procedure where the attending
physician has stacked up a number of people, kind of
airport-style circling around the control tower, all to get
the same procedure, one after another.
Can you explain why it would take six years to make
that change? That might illustrate some of the challen-
ges that you face.

J. Higgs: It took six years in total, largely because for
the first four years of that, the ministry wanted to make a
change — it was very obvious that a change needed to be
made — but we weren't able to coalesce on a really good
argument, and we weren't able to overcome the section
of ophthalmology. The section of ophthalmology has to
be given a lot of credit for their ability to defend their in-
terests. They are very intelligent people, and they really,
really know what they're doing when it comes to billings
and their payment schedule.

What we ended up doing in the last two years was ac-
tually formulating an argument that really just got to the
nub of what the value of the service was. Essentially, what
we did was that we just picked off several arguments, and
they all ended up in one place. That was that the fee was
higher than it needed to be in order for it to be performed.
This is called the concept of economic rent. That means
that with the technology in that procedure that had taken
it from an hour long to 15 minutes, ten minutes in some
cases, all of the benefit had accrued to the provider.

What the argument really got down to, the conclusion,
was.... Looking at a base year of '94-95 and where we were,
we figured out how much technological benefit there was,
and then what we did was we went in arguing that the fee
should rightly be set at this. Then the discussions came,
for the next little while, about where we would land.

In addition, one of the reasons why it took two years
is that we sent a letter to the tariff committee in March
2011 that said: "We want to change the fee." We actually
suggested a 66 percent reduction at the time. The chair
of the tariff committee asked us to meet with the section
first, before actually bringing it to the tariff committee.
"See what you can do with the section," he said. It took
five months to do three meetings with them, where in
every one of them they said: "The fee doesn't need to be
changed. It's fine." We just couldn't agree.

Ultimately he said: "Well, now we're going to go to tar-
ift." We started in March of 2011. We didn't get to tariff
to make our argument until January of 2012. We made

our case, did the great big, long argument, and then they
came back with something — actually right away. They
came back with a recommendation to go to $441, which
at the time was equivalent to Ontario. We said: "That's
not good enough. We want it to go down lower than that."
What that triggered, as per the master agreement, was
something called the ad hoc joint review panel. That
joint review panel didn't meet until October. What hap-
pened is that they got our materials in July, but then we
couldn't get a meeting arranged until October. A lot of
that was because "Well, the ophthalmologists aren't avail-
able" or "People aren't available." So it just dragged and
dragged. We got to the ad hoc joint review panel. They

reduced it to $420.
At that point, if either party had not agreed with
that, they could have taken it to the Medical Services
Commission. But what we ended up doing in that case was
that we agreed to it, and the change was enacted in January
of 2013. Really, the big thing is that we had four years of
"Now, what's the argument going to be, besides 'you really
should change this'?" to actually come up with an argu-
ment that was persuasive enough for the tariff committee
and for the section to say: "Okay, we'll agree to a change."
[1425]

B. Ralston (Chair): Well, it certainly illustrates the dif-
ficulties. Maybe you should hire Peter Cameron.
Looking at page 7, there's another question that I have.

"We also found that government is not reviewing or adjusting
APP contracts to ensure they are cost-effective. In fact, half of the
APP contracts we reviewed exceeded agreed-upon compensa-
tion ranges or were so unclear we could not reach a conclusion.
Sometimes the ministry and health authorities agree to pay more
than established ranges and rates — i.e., to obtain a sought-after
specialist — which sets the precedent for negotiating higher rates."
Could the ministry respond to that?

That seems certainly to be a problem if you're not fol-
lowing the contracts that are negotiated, because I think
the point that you were attempting to illustrate there was
that you were bound by the agreement between the gov-
ernment and the BCMA and that there were a number of
procedures to follow in order to get to agreement.

T. Patterson: On the alternative payment side, Rod
might have something to add. What I would say is that
the alternative payments program is newer than the fee-
for-service program — the payment schedule, if you will.
But there are a number of contracts out there, ones where
there are payments over the rates and ranges that are ne-
gotiated in the PMA agreement.

Some of these are historical legacy contracts that sim-
ply get renewed and carried on year over year. So there
are a number of arrangements that are in place. We don't
deny that. They exist.

B. Ralston (Chair): What's the solution, then? I mean,
I'm not sure that it's directed to the question. I don't
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get the sense that you're answering the conclusion that
the Auditor General came to: "The government cannot
demonstrate that compensation for physician services is
cost-effective.” But I suppose we are talking about costs,
so if you are paying more than the contracts say, how is
that...? I mean, at the very least, that's not very business-
like and doesn't seem to me very effective.

T. Patterson: What I would say is that for those ar-
rangements that are historical or legacy arrangements,
there are opportunities for the health authorities. The
contracts are between the health authority and the phys-
ician, so there are opportunities from time to time for
them to open up those contracts.

However, we do have provisions in the physician mas-
ter agreement where contracts that are above rates and
ranges are actually red-circled in some cases so they don't
receive general increases that other physicians on alterna-
tive payments would receive.

B. Ralston (Chair): I think it said in the report that
you're paying on these APP so-called arrangements $408
million. You made a reference to an exception for what
you call legacy agreements. What percentage of the $408
million are legacy agreements? And in the case of a leg-
acy agreement, is that for the lifetime of the physician?
I mean, if someone negotiates something in 1995, does
that continue above the tariff until the physician retires
from practice or dies?

R. Frechette: Well, as you can imagine, when we're
talking about reducing compensation to physicians in
any sense — the ophthalmologists were an example
just used — there is consideration of whether they will
find alternatives to the existing alternative under which
they're contracted.

In many cases, we don't want to disrupt the service to
the public, and therefore we have agreed to slowly deal
with these arrangements, as Ted already mentioned, by
not providing increases to these arrangements that are
over the range.

B. Ralston (Chair): Essentially, they tell you that "if
you reduce that, we'll walk, and I'll go somewhere else.

R. Frechette: Yeah, that's often the response.

B. Ralston (Chair): I see. Okay, those are my ques-
tions at this time.
[1430]

S. Robinson: I have a couple of questions. I have one,
actually, for the Auditor. It has to do with recommen-
dation 4 — 4.2, specifically — where the recommenda-
tion is that "fees and contracts are adjusted on a regular
basis so physician compensation reflects changes in the

knowledge, skills, time and technology required to de-
liver a service."

I'm always curious about what "regular” means.
Regular as in every decade, every five years? Is there
something more defined than regular that the Auditor
would recommend?

R. Jones: I would say that regular is not every month,
but it shouldn't be every ten years or 20 years either. You
should be looking at all of these factors when trying to
determine whether or not the fees are appropriate. When
you see changes in some of those areas, that might be
regular — once a year, twice, every other year, but not
every month and not every ten years.

S. Robinson: So somewhere between. I understand
that "regular basis" is ongoing, so it's not just when we
think of it. It's built into some sort of systematic review
of some kind, and it's built into the overall system.

R. Jones: Yes.

S. Robinson: If I might, Chair, carry on with some of
the other questions that I have.

It has to do with the report that talked about legislation
and some of the concerns related to the communication
of physician performance at the aggregate level. One of
the queries that comes out of the report is that because
we don't have anyone overseeing the performance meas-
ures for quality, we don't have any information on overall
performance or trends over time. And there's comment
that the legislation does not prevent the college and the
health authorities from sharing physician performance
information on an aggregate level.

What recommendations can the ministry make about
how to bring that forward? Is that something that legis-
latively we need to be looking at? I guess I'm looking for
some direction about how we make that a possibility in
terms of getting a sense of value for money and making
sure that the public is being well served.

T. Patterson: Is the question for me?
S. Robinson: Yes.

T. Patterson: Well, as I mentioned, we are undertak-
ing a review of the legislative and regulatory framework
for oversight for physician services. I think, more broadly,
one of the other pieces of work that we are doing at the
ministry is the policy around what an updated health in-
formation management model would look like.

A number of other provinces.... This isn't my file, so
I apologize to my colleagues who may be listening, but
we're one of the few provinces left that doesn't have a
unified legislative approach to health information man-
agement that would enable the sharing or the flow of in-
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formation between the various bodies who right now are
covered under one piece or several pieces of legislation.
That would go some way to address some of the barriers
that are identified in this report.

We are doing policy work right now on that, and we're
also looking at the tools that are available to the various
parties, the health authorities and their medical staff —
bylaws, the college, the Health Professions Act, and so
on. What I would say again is we're at the policy stage of
looking at some of these issues.

S. Robinson: It sounds like it's more than contempla-
tive — that it's maybe into action, that there's some ac-
tion happening.

T. Patterson: We are working on it, yes.

S. Robinson: Is that the kind of thing that we would
see, perhaps, in the next year or so — that there would be
some policies developed over the next 12 or 18 months
that would help facilitate this?

T. Patterson: In 12 to 18 months I can say that the
work in my division.... We are actively working on those
things, but as I said, some of this falls outside of my div-
ision, so I don't want to run afoul of some of my col-
leagues here in terms of their workload.

M. Dalton: I'm just looking at some of the appen-
dices in the report. In appendix A we see that in 2001-
2002 we had the highest per capita that we were paying
for physicians — $545 per person for a physician. It was
the highest in Canada. Now in 2012-13 we are less than
the average, at $863 or something like that. It's still a sig-
nificant increase, about a 50 percent increase. But I just
want to....

[1435]

Even though we've been restraining, if you want to
call it that in spite of the fact there's been a significant
increase, it doesn't seem to have impacted the number
of GPs. We've seen a 26 percent growth in GPs. That's
one thing.

I'm wondering if you can comment on that and, also,
how that applies to specialists. That's my first question,
and then there are two more.

J. Higgs: The figures I quoted earlier were for all phys-
icians. GPs in total have grown. Both GPs and specialists
have grown quite a lot. We actually tend to have fewer
specialists per capita than other provinces and more
GPs per capita than other provinces. We've really em-
phasized primary care in the last decade, so that actually
has grown a bit.

To your question regarding this graph under appen-
dix A, B.C. was number one for several years after 2001-
2002, so our figure of $800 didn't really.... That grew, and

it really only started to fall behind right around the turn
of the decade.

Really, what I ascribe it to is the fact that other prov-
inces — and I have some information that I brought with
me — put so much money into physicians relative to both
their health investments and their GDP growth.

We still put in more money to physicians and health
than our GDP growth. It's just that other provinces real-
ly, really went a lot higher. Where we were in a situation
of putting, say, 4 percent per year into physicians, other
provinces were putting 8 and 9 percent per year over a
decade into their physicians.

You had this sort of compounding piece where....
Alberta in particular started that. Saskatchewan needed
to keep up with them. Manitoba needed to keep up with
Saskatchewan. Ontario, Manitoba, Saskatchewan and
Alberta all tend to compare to each other. Ontario, of
course, put a lot of money into their primary care net-
works. Then you have the Maritimes, who all sort of see
themselves as a block, for comparison too. They all put
a lot of money in, whereas B.C. really did control its ad-
vances.

Our figure is slightly below the Canadian average now.
Where we used to be able to say, "Yes, we're number one,"
we're now just slightly below the average. I think a lot
of it is because other provinces have just put so much
money into their physician services and their health
care as well. We put in more than GDP growth on aver-
age, but we still have been, in comparison to our other
provincial colleagues. ... They've just dedicated a lot more
money to that.

M. Dalton: I don't see that as a negative. I see it as a
positive, providing we're able to retain. I'm wondering
specifically about the specialists, how that's playing out
in British Columbia.

Then looking at the following page of the chart, the
wide spectrum there is of how much is paid to the differ-
ent specialists, ranging all the way to almost $3 million
per year for a medical microbiologist to a lot lower. I'm
just wondering what determines some of these fees. Is
it because of the schooling, the number of practitioners,
specialists? What goes into such a discrepancy in these?

J. Higgs: Let me come back to your first question on
specialists. May I come back to you with additional in-
formation on the growth in specialists over time? I don't
have that particular piece with me, so if I may take that
as something that I can report back to you on.

B. Ralston (Chair): Or just give your report to the
Clerk, and it will be circulated to all members of the com-
mittee. Thank you. That's good.

J. Higgs: Okay, I will do that.
With regard to what you're seeing in exhibit 6, what
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you'll see at the very top with those first three — medic-
al microbiology, laboratory medicine and nuclear medi-
cine — is that those tend to be payments to facilities.
They're not payments to physicians. We don't have med-
ical microbiologists who are earning $2.9 million a year.
They actually tend to be....

[1440]

They are very much in line, actually, with the grid rates
that we've established for alternative payments, which is
about $340,000 or $350,000 per full-time-equivalent. The
same thing for laboratory. Most laboratory physicians are
on contract or salary arrangement, and nuclear medicine
is much the same way.

Really, in the fee-for-service world what ends up hap-
pening is that the billing number gets used on the claims
for services. But the actual payee, where the money
goes.... It goes to a facility like a hospital or a private
provider. Let me just deal with those top three. So that
explains that.

When you're getting down into some of these other
ones down here like ophthalmology, cardiology, hema-
tology.... I can say for hematology that it's mostly lab
billings for that.

Ophthalmology, as mentioned, has had vast, vast
improvements in productivity due largely to techno-
logical improvements. Their increases.... The fact that
they are where they are is driven a lot by their ability to
do more procedures per unit of time now. It's not just
cataracts. It's what they do for macular degeneration and
various other pieces. They have, if I may, sort of hit the
sweet spot for having good surgical levels of compensa-
tion but also technology improvements, so they're up
there because of that.

Other ones that are like that too.... Cardiology has
also benefited from increases in technology, and it's also
a highly technical specialty.

Going down to some of these ones down more at the
bottom, you've got a lot of things down here — neurol-
ogy, internal medicine, infectious diseases, rheumatol-
ogy, pediatrics — where the patients there tend to be
fairly complex and the skill sets are largely cognitive
specialities.

These are not proceduralists. These are not people
for whom productivity is something they can improve
constantly, like you might be able to do with surgical
or diagnostic procedures. So they also can tend to have

— and this is one for internal medicine, in particular —
very, very complicated patients, people with numerous
co-morbidities.

These are the people that manage the co-morbidities,
so their time is not just taken up with a single piece —
"How's your heart feeling today?" or "Let's change your
prescription.” It's managing the heart. It's managing the
blood pressure. It's managing the kidney disease. It's
managing the diabetes. It's managing all of those things.
Down at this end they tend to be.... Like I say, these are

more cognitive specialties.

At the very bottom.... It's worth pointing out, though,
that things like emergency medicine don't really rely on
fee-for-service anymore. Emergency medicine is largely
in the world of alternative payments now, and this is a
tee-for-service-only chart. The same thing for geriatric
medicine. Of course, general practice has been enhanced
greatly by the General Practice Services Committee.
Psychiatry has a fair amount of alternative payments in
addition. Pediatrics also has a fair amount of alternative
payments.

What you'll find, actually, if you start pulling all of
these things together....

Something we've been doing an awful lot more of in
the last eight years is synthesizing all of these expendi-
ture streams. You can see for specialists that they're do-
ing fee-for-service, but they're also doing an awful lot
more of alternative payments as well. They're working
in a number of venues. They'll work in a clinic and do
some fee-for-service. They'll come to another clinic. It'll
be under a sessional or a contract arrangement. That's
changed quite a bit.

I think the other thing that it points to is that you also
have a lot of differences in the fee schedules themselves
and that the relative value....

M. Dalton: If I could just interrupt you here for a
second. You're saying that these figures here don't capture
it all, that they capture just one stream of funds.

J. Higgs: Yes, and it affects some in particular.
Proceduralists like the surgeons. ... Surgeons tend to rely
more on fee-for-service. They like fee-for-service. Fee-
for-service really works well for proceduralists.

It's the cognitive specialties, and we tend to see a lot
more of the cognitive specialties in things like alternative
payments because the amount of complexity per unit of
time is a fair bit higher.

[1445]

D. Eby: There are a couple of key bright lights in terms
of the potential to reduce costs that I'm aware of. One is
interprofessional teams, which is a stated priority for the
ministry, and the other is public health — that is, encour-
aging people to undertake preventative means to reduce
their risk of lifestyle diseases.

In this report, when I was looking through it, it seemed
like there were two issues that came up with that. One
was — the ministry representative addressed that brief-
ly in terms of the chart of billing — that public health is
right near the bottom in terms of billing totals. I would
guess that some of that has moved from fee-for-service
to contract, but I'd certainly be interested in knowing
why that number was so low and if that is in fact the case.

The other issue that's raised in the report is on page 6,
in which there's a discussion about how the current bill-
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ing structure means that physicians can only charge for
services that they perform themselves, which restricts
the formation of interdisciplinary teams outside of, for
example, a health authority clinic.

We know that in Vancouver, health authority clin-
ics are closing, so we're actually moving away from
interdisciplinary teams within the health authority in
Vancouver, in my opinion. It doesn't look like, according
to this report, interdisciplinary clinics are being encour-
aged out in the wild, as it were, among the community
physicians.

I'm wondering if the Auditor General can expand
a little bit on that issue of interdisciplinary teams and
if the ministry can help me reconcile that priority of
interprofessional teams with the reality that physicians
can only bill for themselves and the restriction that that
places on these types of teams.

R. Jones: I'll let Jessie talk to you about that.

J. Giles: Our analysis around interdisciplinary teams
came from many discussions as well as our literature re-
view. What we found.... It's really because of the way the
fee-for-service model is designed. Because physicians can
only bill for the services that they've provided, they're
unable to.... It makes it challenging to create a team, be-
cause they obviously want to get paid for the work that
they're doing.

As far as my knowledge, based on the work here, there
is no code for a physician to manage a team, so they're
unable to do this. We also heard one of our subject mat-
ter experts, who was a retired physician, and he said that
that's something he really wished he would have had that
opportunity for, especially as he aged. He would have
really enjoyed not only coaching a younger physician as
they moved forward with their career but also working
with a team, with many different types of health profes-
sionals. It was something that he highlighted as well as an
issue and something that he certainly wanted.

D. Eby: Just so I have a clear understanding of this, my
understanding of an interprofessional team would be that
I'm a doctor, and I might hire a nurse practitioner or a
nurse or some other type of health care professional and
then supervise their work. They could do the initial in-
takes and sort of work to their full scope of practice at a
lower rate, as opposed to mentoring a younger physician.

J. Giles: Yes, absolutely, but I was speaking just in
terms of his vision for as he aged and also speaking to

our discussion around the change in the generation.
There's a shift.

T. Patterson: If I may, you're right. It is one of the pri-
orities. I think this ties into my comment earlier. There's
no perfect compensation model per se, but in my ex-

perience.... I'm also responsible for nurse practitioners,
as you mentioned. We had a workshop about a year ago
with physicians and nurse practitioners, and precisely
those sorts of comments came up.

We really need to take the next step in terms of a pay-
ment model or a business model to encourage and in-
cent interdisciplinary teams. That may be fee-for-service
in some situations, but it may be a contractual arrange-
ment as well. I would agree that we have some work to do
to land on a model that works for physicians and nurse
practitioners and other professionals — physiotherapists.

There's some exciting work happening in various
places in the province where these sorts of clinics are hap-
pening, and the physicians and other professionals like
PTs and OTs and nurse practitioners find a way to make
it work, but I think we have some work to do to maybe
enable them and make it a little bit easier for them.

D. Eby: Is that work happening, or is it on the sched-
ule for work, given that this is a stated priority of the
ministry?

T. Patterson: Yes, it is.
D. Eby: What form is that taking?

T. Patterson: My division, and there's another division
in the ministry called the health services policy and qual-
ity assurance division, work closely on a program called
the NP4BC program, where we've funded health author-
ities to hire nurse practitioners in certain targeted areas.

(1450]

The feedback that I referred to from the workshop of
physicians and nurse practitioners was part of that pro-
gram. We've taken that feedback in. We're, again, in the
policy stage, so over the next year we'll be doing a lot of
work to move that forward.

K. Corrigan: One of the components of the cost of
physician services when you're using a fee-for-service
model is the actual fee for each service, but the other
component is the number of times that those fees are
collected — in other words, the volume.

I noticed in the report under appendix C that it says
Canada, compared with 13 other jurisdictions, ranked
close to the bottom for access to care. I guess if you're
talking about fee for service that's one way to limit the
amount of money that you spend. But you also want to be
sure, if you are in any way controlling the volume of ser-
vices performed, that it's appropriate and that it's linked
to some kind of analysis that says this is appropriate to
have X number or something.

I recall that several years ago we used to get a little
statement from the Ministry of Health asking you wheth-
er or not you'd actually received this service. I don't know
if that happens anymore.
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I guess my question, then, is: what are we doing about
ensuring, one, that services that are claimed are taking
place? I'm sure they are the vast majority of the time.
Then two, what are we doing about ensuring that there
is not unnecessary service — people who are just repeat-
edly going to the doctor at times when they don't need
to go to the doctor — and, on the other hand, ensuring
that people that do need doctors have the ability to ac-
cess those doctors?

It's a pretty big question, but it talks about access, and
it talks about volume.

T. Patterson: I will jump in and let Jeremy jump in
as well.

I think a lot of our cost control with physician servi-
ces has been, I would say, on the price side rather than
volume. One of our challenges, in fact, has been trying
to work with the Doctors of B.C. and physicians on vol-
ume to make sure that.... There's a lot of work nationally
and even internationally on appropriateness of care, for
example. I would say that as a starting point.

In terms of ensuring that people are receiving the
right care, we do have an audit and inspection commit-
tee through the Medical Services Commission and a bill-
ing integrity program at the Ministry of Health that does
audits of physician billing patterns.

I would say that also, through the Medical Services
Commission, there is a Patterns of Practice Committee
that looks at how a physician is practising and whether
there are a number of, I guess, standard deviations from
the norm of one's peers in terms of a certain practice. It
sends information to physicians about, literally, their pat-
terns of practice.

Those are a few things that we're doing.

J. Higgs: I believe service verification letters still go out.
They don't come from our area, but there are still some
service verification letters. I was speaking to someone on
the phone the other day who said: "I got this letter that
said, 'Did you get this service from the doctor?™ I said:
"Yeah, we still do that."

Ensuring that people can go to the doctor is something
that's really important. One of the great questions is on
making sure they go to the right kind of doctor, because
one of the things we've seen over the last 30 years is the
promulgation and the proliferation of walk-in clinics.
People can generally go to walk-in clinics. There's been
this huge effort by the government and by the medical
profession over the last ten years or so to try and approve
or reinvigorate full-service family practice.

[1455]

Ensuring that people can go to the doctor — it's there.
I mean, people can go. Walk-in clinics are everywhere.
But what we really want to be able to do is make sure
they're going to the right kind of doctor and getting that
primary care.

The regional exams that are most commonly billed, the
office visits, as you can see in your report — they are the
most commonly billed services in there. When it comes
to appropriateness, it's really, really difficult to police
that. There's a great challenge in being able to deal with
patients in that way. Patients feel that they may need to
go to the doctor, so oft they go.

What we do have on the physician side and the pay-
ment schedule, for general practice in particular, is high-
volume billing limits so that for a physician whose bill
gets up to 51 services on the day, that 51st service is cut
to 50 percent of the fee, and then beyond 65 — so the
66th visit — they don't get paid for anything.

That's a good thing, because, as I've said before, I don't
know that I'd want to be the 70th patient in the day, but
at the same time, I get a lot of letters from people say-
ing: "Why is the walk-in clinic closed?" They put up signs
that say that government has limited how much they can
be open, and that's not what we've done at all. The gov-
ernment and the medical association decided almost 20
years ago that it's very good practice to not just have un-
fettered volumes per prac every day.

One of the things we're doing on appropriateness is
we've long had the guidelines and protocols advisory
commiittee in addition to Patterns of Practice. There's
lots of stuff on the web, on the Ministry of Health web-
site. The government and the physicians — I would say
this is one of the best examples of where we've worked
together for a long time. I think it's as old or older than
the rural committee. They really get down to saying: "This
is the best thing to do for a sprained ankle." "This is the
best thing to do for diabetes." "This is what you should
be doing for treating people for osteoarthritis,” and such.

I think that's done a fair bit. We've done some meas-
urement of the impacts of that, but they take a long time.
Once you've come up with a guideline or a protocol, it
takes a long time to actually see it. You've got to have
diffusion out into the medical community. You've got to
have diffusion into the patient population.

Patients like to go sometimes and ask for tests and say:
"I really want to get a vitamin D test" or "I really need
to have my vitamin B checked." The doctors might say,
"Well, no, you don't need that. I'm not going to give you a
requisition," or they might say: "Well, okay, fine, go. You
can have that requisition."

The other thing I just want to point out is a little ex-
ample of something we've done well in the last year or
so. We did a piece, went through the Patterns of Practice
Committee. It started with our laboratory office, and it
went through to our billing integrity program and then
the Patterns of Practice.

What we did was we identified 50 general practition-
ers who had lab referral patterns that were very, very far
from the norm — three standard deviations away from
the norm in terms of ordering, so thousands upon thou-
sands of lab referrals that they were ordering. We wrote
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them letters. The Patterns of Practice wrote them let-
ters, so they were getting a letter from a physician to say:
"Please explain yourself. This is how far you're out.” There
was along list of all the tests that they'd ordered that were
really far out. "Please write back to us and let us know
the rationale for this."

It actually had an impact right away. We saved a
couple of million bucks right away by having doctors
write back and say: "Oh, I didn't know that. I didn't know
I was so far out, and I will undertake to change this."
That's just an example of where we're trying to work on
appropriateness.

It takes a lot of work to that, though, right? We got the
first 50. There are 5,000 GPs in the province, and there
are a whole bunch that are above the average. It just takes
a fair amount of effort to really cover everybody.

K. Corrigan: I have another question. A comment
made on page 11, and one that I've actually heard the
minister make a few times as well, is the combination of
what's already been talked about. B.C. is one of the low-
est in per-capita spending, yet it has one of the longest
life expectancies. I know there was discussion about low
infant mortality and so on as well.

[1500]

The first part of the sentence.... How long have we had
a longer life expectancy in British Columbia? And do we
have links with the performance or with portions of the
health care system? Has that analysis been done?

I'm trying to figure out whether we know why that is,
what the reasons are. Is it linked to the health care system,
and are we aware of what it is in the health care system,
if it is the health care system?

J. Higgs: I don't have that information. I can commit
to get back to you.

T. Patterson: I think it would be more advisable for us
to actually get you a solid answer on that to report back
to the committee.

K. Corrigan: Thank you. I would appreciate that.
B. Ralston (Chair): That is a huge question, no doubt.

L. Throness: Just a comment and a question.

My comment is with respect to the cataract surgery
example. The trouble with cutting back fees when you
get better at something is it doesn't drive further innov-
ation. People can always find ways to do things slower.
Soit's just a caution. I think we have to watch the incen-
tives that we give.

My question is for the Auditor General. Looking over
the summary of recommendations here, there are six
recommendations. But really, when you count the sub-
recommendations, there are 19, and it's full of things

— defining and setting measures, evaluating, reporting,
requiring all physicians to participate, action plans, and
SO on.

When the Auditor General makes her recommenda-
tions, does the office consider the cost burden in terms of
money and in time and in effort of actually implementing
those? If I put brighter and brighter headlights on my car,
eventually I'll be able to see for miles, but I won't be able
to move. There is a cost burden. Is that cost considered
on a regular basis in your recommendations?

R. Jones: Thank you, Member, for that question.

Yes, we do take that into account when we're making
recommendations. We make recommendations because
we think they are of value to the taxpayers of the prov-
ince as well as to the legislators and to the organizations
that we're auditing.

V. Huntington: I'm sitting here having trouble trying
to put together what I'm feeling and want to say about
what I've heard here. Selina just said to me: "My gosh,
they should blow it up and start all over again." That was
what I was trying to say.

Let me say that I understand the importance of the
Health Ministry, the complexity of what you're dealing
with, the culture in which you're dealing with it, the vari-
ous interests. But I have to say that my first question....I
have a couple and a comment.

My first question, then. When was the last time even
your section, let alone the ministry, took themselves apart
and started all over again with a specific goal in mind?
When is the last time you defined a goal and looked com-
pletely through your processes to design a new, more ef-
ficient way of approaching the problems?

T. Patterson: Last year, I can say, to be honest. Shortly
after the election, I was called to the ministry, and my
role.... The deputy minister — and the minister as well

— has a keen interest in the development of a health hu-
man resources strategy. Through history there have been
various attempts, but I think it's something the ministry
has struggled with — to do a good, robust health human
resources management strategy. So my division was cre-
ated out of a number of divisions that existed prior to my
existence. That's for sure. Over a decade, in some cases.

My division was created as a result of pulling apart
a number of pieces in the ministry in order to try and
drive a health human resources approach in the min-
istry.

What I will say is that, in terms of the second part of
your question, reviewing the processes and setting goals
and all of those things, I keep referring back to.... We're
in the early stages of that, so we're doing that now. But I
think the creation of my division itself is an example of
that, to be honest with you.

[1505]
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V. Huntington: Let me perhaps go over a few of the
things that I have heard here today. Perhaps they could
be of some meaning to you as you look at this process.

Firstly, you've already, in replying to the emerging con-
cept.... Well, it's past emerging. We now know that inter-
disciplinary teams provide better outcomes, whether it's
for seniors aging or mental health or youth in trouble.
These interdisciplinary teams are now recognized as a
component of modern medicine for better outcomes. Yet
you haven't got the flexibility to deal with the fee struc-
ture physicians on one hand and the nurse practitioners,
which seem to reside in a different section of your min-
istry, on the other. Your ministry hasn't looked at yet, or
hasn't completed a core review of, how it can more flex-
ibly respond to changes in culture and changes in med-
ical demand.

I guess I'm hearing: "Yes, we've got work to do. Yes, it's
complex. Yes, we have to work with these different cul-
tures.” I understand that. But what I'm seeing is just silo
after silo after silo and no shared goal. And numbers:
algorithms versus defining real outcomes — which you
could do with surveys, perhaps. I just feel that there are
no defined goals, or if there are, they haven't been pri-
oritized in a manner in which you're capable of coming
to grips with them. Not you, but the....

I don't believe what I've heard indicates a flexibility
that's able to capture changes in medicine quickly or
changes in official thinking at your level. There must be
many changes and modifications throughout Canada,
if not throughout North America and Europe, on how
they're handling these issues.

In other words, I'm beginning to think there's a
bureaucratic complexity that has to be dealt with in a
core review of its own if you're to even get to the point
where you have to share goals among these other silos.
Maybe what it will take is government issuing some de-
mands among the different parties in the system to de-
fine the goals and priorities that are needed here if we're
going to put patient-centred care first. And we haven't
talked about patient-centred care here today.

It's like somebody, following the review of Fraser
Health, for instance, saying to an individual just the
other day: "Thank god. We're now looking at patients, not
parking." Maybe that's what the core review has to start
examining. What are the goals, and how can we share
them, in order to come out with an affordable patient-
oriented system?

I guess those are my comments.

B. Ralston (Chair): Thank you for that. Does any
member of staff want to respond?

T. Patterson: I certainly appreciate the comments. I
will say, just very quickly, a couple things. Within my div-
ision I'm responsible for all human resources — all pro-
fessions. It is specifically my responsibility to deal with

Health human resources planning and management for
both physicians, nurses and nurse practitioners — the
compensation arrangements, the regulatory arrange-
ments and the analytics. I'm personally responsible.

I will get in trouble if I go back to the office and don't
say that my minister and my deputy are clear with me
about the need to take action and to think differently,
think outside the box, about these issues. I've been given
that clear instruction, no doubt about it.

The silos you mentioned — those come up in the re-
port. They exist in many places between organizations,
and we have to work on those. There's no doubt about it.
I appreciate your comments.

B. Ralston (Chair): I'm going to suggest we take five
minutes now. It's been a long afternoon. We still have
some way to go. If we can maybe recess for five minutes,
and we'll come back.

The committee recessed from 3:10 p.m. to 3:20 p.m.
[B. Ralston in the chair.]

B. Ralston (Chair): We're continuing our discussion
of the report on Oversight of Physician Services. I had
myself on the list next.

I wanted to ask a question I think arising out of the
previous answer that Mr. Higgs gave. I'm looking at page
32 of the report. I'd quoted the general conclusion on
alternate payment programs, talking about the observa-
tion of the Auditor General that over half of the contracts
are outside the boundaries of the contract as negotiated.
But I did note, and I didn't get to it last time, at the bot-
tom of page 32 they say that negotiations.... There's a
topic box on page 32 that says that alternate payment
program negotiations are at a standstill between the
British Columbia Medical Association and the Ministry
of Health.

I'm wondering if there could be a little bit of an explan-
ation. Is that still the case, or is there progress on that?

T. Patterson: I can address that. That box refers.... I
think this would have been sometime last year.

B. Ralston (Chair): The report is dated February 2014.

T. Patterson: Right. At the time that the report was
written or was being prepared, there were a number of
negotiated agreements that involved increases for al-
ternative payment physicians. Those were to be allocated
by an alternative payments committee that was estab-
lished under the agreement to do certain things. The
work of that committee....

It was challenging to decide how to distribute the
money. There were some, I guess, challenging negotia-
tions, we'll say. But we landed in a good place, so the al-
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locations for those amounts have been resolved. We're
now in the process of securing the data that we need to
actually pay that money out to physicians, so that, from
our perspective, has been resolved.

B. Ralston (Chair): The last sentence says that we "re-
ferred the interpretation issue" — I gather there was a
difference in interpretation as to what basis it should be
paid — "to the upcoming PMA" — and I'm not sure what
PMA stands for — "negotiations for resolution." Can you
explain that?

T. Patterson: I guess the issue at stake — one of the
issues, anyhow — was that the ministry has a policy that
we recognize practice categories or specialties that are of-
ficially recognized by the Royal College of Physicians and
Surgeons of Canada. Those are the specialties we recog-
nize, and those are the practice categories that have been
negotiated into the agreement.

I guess I won't speak for the Doctors of B.C., but they
would argue that we should acknowledge other categor-
ies and skills and credentials and compensate those in
different ways. We couldn't come to an agreement on
that.

However, I referred earlier to the idea that we need to
undertake a policy review of the alternative payments
program, and that's one of the things that we will be
looking at during that review — that issue. It was chal-
lenging for the Doctors of B.C. and challenging for us as
well, but that was really about recognition of specialties
and subspecialities.

B. Ralston (Chair): So the issue is still unresolved,
then. Is that...?

T. Patterson: That issue we don't have agreement on.

B. Ralston (Chair): Thank you.
I think David next, then Selina, and that was the end
of the list.
[1525]

D. Eby: I just had a request for further information.
The chart of interprovincial expenditure per capita on
physicians, at appendix A, was very interesting to me. I
assume the Auditor General included this based on in-
formation provided to them by the ministry. I wonder
whether the ministry could provide the source material
for this chart. I'm very intrigued about the differences be-
tween the various provinces and wonder whether there
is anything that goes behind this bar graph that I could
have a look at and that you might be able to make avail-
able to the committee through the ministry.

B. Ralston (Chair): Just for clarity, that's the chart on
page 39 of the report.

D. Eby: That's correct. It's the bar graph showing per-
capita expenses.

J. Higgs: The answer to that is absolutely yes. The
source material for this is from the Canadian Institute
for Health Information. It's from a data set, the database
that they have, called the national health expenditure
database. What they have in there.... For all the prov-
inces they have information going back to the 1974-75
fiscal year or the '75 calendar year.

In this case what they do is they divide up.... This is
a series that's divided up between total health and then
hospital care and then physicians and pharmaceuticals,
administration, etc. In this particular table, we just pull
out the series, and it's there. So by all means, yes, we can
get you this information.

S. Robinson: I just had a couple of questions about the
GP for Me initiative. I know that there's been, certainly,
some conversation about just how long this culture of
fee-for-service was and the fact that there hasn't been a
history of performance indicators in this group and the
challenge in shifting the culture and getting people to
think differently, getting the stakeholders to think dif-
ferently about their role.

Here we have sort of a brand-new program announced
by the minister in 2010. I'm assuming that there has been
some thinking for a while that we need to do a better job
in terms of accountability and in terms of measurement —
that that's not new. Here we are in 2014 anticipating get-
ting some measurement in 2015 — because that was the
commitment — and we're still not doing what would be
adequate performance measures, performance indicators.

I just want to know when we actually start thinking
and start implementing some of these things, given that
there are all these new projects that are coming up, the
new commitments. At some point you have to step out
and start doing the measurements in terms of what we
expect. Here's an example where it hasn't happened. The
Auditor General pointed that out. I just want to know
where we're at in terms of at least stepping in that dir-
ection.

I know that when the report comes out, it will be a
weak report because we won't have data. Regardless of
what the report says, it'l be challenged. I'd like to know
what the ministry's thinking is about how to get clarity
around just that program.

T. Patterson: I'll speak to reporting generally, maybe,
rather than the program. Jeremy is more familiar with
the algorithm. He explained that. I can't necessarily ex-
plain what happened before. I would say, as I said ear-
lier, there's a lot of measurement going on. There's a lot
of quality improvement activity. There is a lot of this go-
ing on.

I think the challenge that we have is bringing it all
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together, taking a more systemic approach to how we do
this and aggregating some of this information, as a num-
ber of you have said we need to do. We agree. That is our
challenge. I would just say that it's not as though we're not
measuring or not monitoring. It's that we need to bring it
together in terms of a more cohesive and comprehensive
framework. That's our goal.

J. Higgs: Would you like anything in addition?
S. Robinson: If you have anything, I'd appreciate it.

J. Higgs: I think even from the outset this has always
been something that.... It will be very difficult to know
that B.C. has hit an equilibrium where everybody who
wants a physician has one. I think one of the challenges
with that is that we not only have this little bit of an algo-
rithm, we also have fee items under the General Practice
Services Committee. They actually are an indicator that
an unattached patient has now got a physician.

[1530]

Part of the issue is, of course: how many people were
we starting with in the first place? We've always had to
rely on the Canadian community health survey to give
us an idea of how many people in the province are look-
ing for a physician. That number has long been around
100,000-plus in terms of those who are actually looking

— age 15 and above, I should say.

We have that challenge. Then we have this attachment
fee. It's meant to match the pairing. Then we have the al-
gorithm. I can't be anything but honest and say it's going
to be really difficult to know that you can cross off that
and say that you know for sure that you've hit everybody;,
because there are always people that are in transition.
There are always people that are going to move to a new
town and have a hard time finding a physician.

Part of the thing that we're trying to set up here in the
province, having established the divisions of family prac-
tice — there are now dozens of them in the province — is
giving them the mandate and the tools to really help in
that pairing up of people. It's certainly something that I
think some of them have made a lot of progress with. For
some divisions, getting in contact with the division and
saying, "I'm new in town" or "I've lost my physician" —
that can happen fairly quickly. In other ones, they have
challenges with it because the physicians are either all
full up or they just don't have as many in the area as to
accommodate all the people.

S. Robinson: Or they don't have one at all, like in
Logan Lake. They don't have a physician — 2,200 people.

J. Higgs: Or they don't have a physician at all. Yeah.
Really, it's always been very difficult to be able to finally
say. But I think that at least now we can measure some
progress. We can know the difference between where we

were and where we're going to be, and we can know that
for particular patient populations, we may well be able
to measure a solid difference between where they were
and where they are now.

G. Kyllo: I want to thank all of you for your answers.
It's been actually very informative. I've really enjoyed this.

One of the challenges I think that we have in British
Columbia is with our aging population. With our cost per
capita — if I could read this small print — at $803, we
must be the envy of other provinces across the country
on how we've been able to take off that spending curve.

One of the items I know that the minister has men-
tioned in the past is the fact that the federal transfer pay-
ments don't take into consideration the demographics
of our population. I was just wondering if you had any-
thing you could share as far as any negotiations you've
had with the federal government on taking the age of our
demographic into consideration with the federal trans-
fer payments.

T. Patterson: That would be something I'm not re-
sponsible for. I can't honestly comment, but I can follow
up and bring information here for you.

B. Ralston (Chair): I think it is an important ques-
tion, but I think it is outside the scope of the report. But
certainly, the federal government has decided on a for-
mula that they've implemented, and the long-term im-
plications are adverse to the B.C. budget, I think it's fair
to say. But I'm sure someone can get a summary of that.

G. Kyllo: If I may, the chart that's presented on page 38,
where it actually shows the total expenditure per phys-
ician, does that take into consideration hours worked
at all?

J. Higgs: Well, it does, sort of. One of the unfortunate
things about measuring full-time-equivalents in the
physician world is that the time element isn't really part
of the calculation. What you have here is an average an-
nual payment that should be by fee-for-service full-time-
equivalent. I will rely on my colleagues from the Auditor
General to correct me if I'm wrong on this.

[1535]

They've sourced the national physician database from
which that calculation comes and that I rely upon. This
is from the Canadian Institute for Health Information.

What they do is, again, you have an algorithm that
takes into account the relative effort of physicians. So
you have a physician from the lowest biller to the high-
est biller, and what you do is at the 40th percentile you
put a cut point, and you say anybody below that is part-
time. Between the 40th percentile and the 60th per-
centile on their billings, they are equivalent to one FTE.
Beyond that, there's a natural logarithm for calculating
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their FTE value.

There's no time part of that, unfortunately. It's hard to
get in the hours. And a big part of it for fee-for-service is
we don't actually collect any information on their hours.
They can really vary. One consult can be five minutes; an-
other can be 55. It really varies from time to time.

G. Kyllo: One other question, a point of clarification.
For the MSP payments, my understanding is that those
are exclusively for physicians and that nurse practitioners
would not be paid out of MSP premiums at all.

T. Patterson: Right now nurse practitioners are paid
on salaried arrangements, typically with health author-
ities. Right now it's salary. But it's one of the things....
One of the members was asking about ways that we
might enable interprofessional practice and teams. So
it's something that we'll consider — the payment model
for nurse practitioners as well. But they're on salaried ar-
rangements typically.

B. Ralston (Chair): I think there are no further ques-
tions. Do the Auditor General or the ministry want to
sum up or make any closing comments?

R. Jones: No. A good discussion, and we're just happy
that everybody had some questions on our reports.

B. Ralston (Chair): I don't think you'd go through a
session where there weren't any questions.

R. Jones: No. I know. Very good questions.
B. Ralston (Chair): Did you have any comment?

T. Patterson: No, just thank you for the opportunity
to be here today.

Work of the Subcommittee
on Agenda and Procedure

B. Ralston (Chair): Okay, well, thank you very much
for the presentations.

Before members rush away, do we have any other busi-
ness? I want to deal with the issue that Vicki raised earlier.

You wanted to talk about the agenda subcommittee.

V. Huntington: Well, yes, Mr. Chair. Do you wish to
have this discussion just among committee members,
or no?

B. Ralston (Chair): I mean, there are a number of
ways. Sam may want to.... He may have something to

say about it.

V. Huntington: I have a few things I want to say.

B. Ralston (Chair): These two days are a couple of
days before prorogation. The committee will be formal-
ly dissolved and then reconstituted in a couple of weeks.
In the cycle of things, it might be better to address those
issues — I think they're important issues — at the begin-
ning of a new session. But you expressed the wish to raise
it here, so go ahead.

V. Huntington: Well, I guess firstly, I find it unfortu-
nate that we're having this difficulty as a committee, and
I'd like to kind of just say to our Chair and Deputy Chair
that if this becomes an ongoing problem, which it seems
to be, perhaps the committee needs to discuss it and
come to a resolution on its own and perhaps give some
direction to the Chair.

I will say, from my perspective as a member of this
committee — and I have said this before, as I mentioned
— that this committee ought to be as non-partisan as pos-
sible. We are here for the benefit of ensuring good gov-
ernance and nothing more — and that the expenditures
of the public purse are done in a manner that reflects

good governance.

I have felt for some time that we are having not diffi-
culty but.... As a member, when we do not have a regu-
larly scheduled series of meetings on a fixed basis, if at
all possible, we are sometimes looking at reports in large
numbers.

[1540]

It makes it difficult to get on top of them. It makes it
difficult to read them all and feel secure in being able to
participate and reflect and ask good questions. And I feel
that on a regularly scheduled basis, we would be able to
see reports in a more timely manner.

I mean — good heavens — we're dealing with reports
sometimes at this committee that are over a year old
or up to a year old. I don't think that is providing good
benefit to the public at large or to the Legislature. We
are a committee reporting to the Legislature not on the
business of government but on how the ministries and
the various agencies are functioning in the performance
of their mandates.

I guess as one member of this committee, I would like
to urge the Chairman and the agenda committee to try
and come up with some sort of fixed schedule of meet-
ings. You can always cancel a meeting if we don't have
the reports in hand or if there is some other necessity to
cancel. But at least in the coming month I would say that
we could easily look at having meetings every four to
five weeks on a regular basis — six, if you prefer, but that
means you're having basically one meeting in a session.
I think that doesn't benefit the work that we're intended
to do and charged to do.

From my perspective, I would like to see the Chair
and the agenda committee come up with some sort of
schedule that reflects the importance of the work done
at the Auditor General's office and the importance of the
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Legislative Assembly having a handle on what that work
is. I guess I would just like to see this issue cleared up as
much as possible.

B. Ralston (Chair): Sam, did you want to say any-
thing?

S. Sullivan (Deputy Chair): Yeah. A few things that I
would like to address. First of all, I have heard some of the
members of the committee say that they would rather not
have short meetings, many different short meetings. It's
not very efficient, especially when people have to come
from long distances, so it has been my effort to try to geta
block of days together that we can meet. There is a certain
advantage. There are certain economies of scale where
you have the ability to just focus for short amounts of time.

If I could just go to some previous conversations. I
know the Chair had made a comment that I had taken
up to four months to get a meeting together. I was quite
shocked by that, so I went back in my records.

For example, for these particular meetings for these
two days I received the e-mail from the Chair on August
22 proposing a number of dates: three days, two of three
days and then four of six Wednesdays during the legis-
lative session. I was able to get agreement by my caucus
on August 28, and I responded. So six days after I was
given the dates I was able to give confirmation. I was try-
ing to avoid the....

Well, the days that were given to me were Wednesday
mornings. These are particularly difficult. I have in the
past suggested that we try to meet during the legislative
session, when many of us can take a few hours here and
there to meet. That was not favoured by the Chair.

The particular dates that I was given were Wednesday
mornings, and those don't work with some of our mem-
bers. We have members who are on cabinet committees,
and that is difficult. So I was trying to get the dates that
I was offered.

[1545]

Because I've changed my computer system I can't real-
ly be sure, but I know that on September 20 of 2013, or
September 22, I agreed to the November 18 to 21 dates.
As far as I know, I was proposed those on September 4.
That's a three-week period, and it is difficult to get a lot
of my people organized as to what time that was. Three
weeks may be a long time. I apologize if that is true. It's
certainly not four months.

I very much hope that I am not looking at obstructing,
not having meetings happen, as I gave you some statis-
tics. This committee has had more meetings in a shorter
time than any committee in history, as far as my records
that I can look into. I don't believe I need to apologize for
anything of that. I do regret the comments of the Chair,
and I hope that he can maybe look through his notes and
review if indeed I have made it difficult to get meetings.

The point that you have brought up about having regu-

lar meetings. I have generally tried to favour a block of
meetings so that we could get more efliciency, so we
don't have people travelling long distances just for short
meetings. There are some advantages being able to see
different reports in one block. I believe we've had a con-
versation where there is at least some advantage to being
able to compare different ministries and how they re-
spond to different reports.

It is open for discussion as to whether we should just
try to schedule regular meetings. If we want to do it dur-
ing the legislative session, I would be very interested in
doing it when we're actually sitting, because we all take
turns sitting in the House, and we do have certain blocks
of free time. I know it's a little bit more complicated to
organize. The Wednesday mornings are a problem, but
I'm certainly open to maybe regular blocks of meetings
when we can do that during the session.

B. Ralston (Chair): Okay. I'll respond a bit later then.
I think it's more important that we hear from members.

K. Corrigan: I find two — I believe we've even had
three days; is that correct? — days...

B. Ralston (Chair): Four days.

K. Corrigan: ...or four days of meetings onerous. I
agree with the comments made by MLA Huntington that
when you try to go through a great volume of reports in
one set of meetings, it's difficult to do justice to it. I think
we all are very hard workers as MLAs. We certainly know
how to read, because we have to in order to survive in this
job. But I find it onerous. I would prefer to have a small-
er number of reports dealt with at any given time. A full
day is fine. Therefore, I would like to see more regularly
scheduled meetings.

It may be impossible. I certainly recognize, MLA
Sullivan, that it can be difficult, but I would prefer to
have shorter meetings so that we can be properly pre-
pared. That's my feeling.

G. Kyllo: With the amount of travel that I have to do,
I certainly appreciate them being in smaller blocks, two
or three days where we can get a lot of work done in a
very short amount of time. With the amount of travel, I
don't spend near enough time in my riding as I'd like to,
so anything we can do to try and reduce the amount of
travel, I definitely would be in support of.

V. Huntington: Perhaps I could add that my desire
to see more scheduled meetings doesn't preclude when
we're not in session to have a block of two days, three
days, as we have had. I haven't found....

[1550]

The only difficulty with those is sometimes the sheer
volume of the material you have to prepare for. Maybe
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we're just more conscious of it because we're the ones
asking the bulk of the questions, perhaps. I haven't got
a problem with that, nor do I think it's healthy to ignore
the reports that have been done over the period of the
spring and summer.

I have no problem, in order to assist anybody travel-
ling, with congregating the meetings in that off-period,
but that doesn't mean that we shouldn't be scheduling
them fairly regularly when we are sitting, too, so that we
can avoid this huge number of reports that we sometimes
end up having in front of us.

When there are two reports a day, like this, I think
we've covered them properly and well. Some aren't nearly
as complex and don't need that kind of time.

Just so that Sam understands, these aren't comments
pointed at either the Chair or the Deputy Chair. It's just
that we've obviously run into a problem here, and I think
it needs to be resolved. Perhaps hearing the will of the
committee will be helpful.

L. Throness: What kinds of reports are left unconsid-
ered? What does our workload look like in the next, say,
six months, or do we have any idea? Are we right up to
speed?

R. Jones: No, we're not. I think we have a number of....
I wish they were only a year old. I think there are a couple
that are a couple of years old, actually — a couple of the
follow-up reports and summary ones, which are fairly
easy to go through. They're not too bad. I'd say there are
probably about seven or eight reports still left.

We've got one that will be coming out probably in
about three weeks that is a report on last year's public ac-
counts, which I think you'll find fairly interesting. I would
like to see some good discussion, because we've put in
a section about how to understand what's in the public
accounts — some of the numbers and how to read them
and whatnot and what story is being told. I'm putting a
plug in for that one.

But there are probably seven or eight — something like
that. Not too, too many, and I think some of them will be
very quick to go through.

There was one other report that I had asked, hopefully,
that we could get some discussion around, which was the
information piece on B.C. Transit, just because I think it
has some very good questions in there. But it's not one
that you have to review with us. I think you might find
it interesting to take a look at it and ask some questions.

M. Dalton: Last year at about this time were we not at
about 187 I thought there was quite a stack of reports. It
seems that we've reduced that, plus the ones that you've
brought down. It seems like we've been making good
progress.

R. Jones: Yes, I don't disagree. You've made very good

progress, and I'm happy to see that.

I forgot to remind you that we wanted to have a dis-
cussion around the follow-up process, as well, at one of
the meetings. I think that's fairly important.

S. Robinson: When I'm thinking about the work
that we're sort of asking our government bureaucrats
to do around accountability.... I think that we have to
hold ourselves to the same sort of standards — making
sure that we're being accountable, also, to the Auditor
General's office. They're producing these reports, and to
allow them to languish for a year or two doesn't serve that
office well, and it certainly doesn't serve the public well.

I think it is in the best interests of the public that we ac-
tually have regularly scheduled.... Whether it's two days
every third month that we're going to dedicate or what-
ever it is, that we know ahead of time — ideally, prefer-
ably a year ahead of time, I think — when it's going to
come up for review.... I think that's us being accountable
to our citizens, to our taxpayers but also that we recog-
nize that there are limits to our human capacity.

I do get concerned when we're doing more than two
days in a row. My capacity for reading reports is pretty
good, but keeping them all straight and making sure that
my questions are clear and concise when I have to read
eight different reports to get ready for three days of meet-
ings doesn't bring out the best in me and my ability to do
the job. I would suspect it's the same with everybody else.

I think that there needs to be a balance between our
capacity, our travel needs, as well as our accountability to
the citizens of this province. Because I think that's what
we've been charged to do.

[1555]

What we owe them, at a minimum — and we certainly
owe the Office of the Auditor General — is that we can
get our shit together and figure out how to do this. Sorry,
a bad word to Hansard. I apologize. But we should be
able to make this happen.

B. Ralston (Chair): Okay, anyone else? Well, thank
you for the discussion. I think it's important that the
committee meet regularly. With the previous chair, Doug
Horne, that was a fairly easy thing to arrange. It seems to
have become more difficult.

I notice that Sam has not referred to the discussion
that took place between December 2013 and March 2014
to arrange two two-hour sessions while the House was
sitting and two days at the end of June. That did take an
inordinate amount of time, and it was very frustrating
to me. But I don't want to prolong the acrimony in that
sense. I think it's important that the committee work
together. I will renew my efforts to set a more long-term
agenda. I think it's important that the committee meet
regularly.

I am told by others on the government side that it is
possible to schedule meetings on Wednesday, because
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not all members meet every Wednesday, on the govern-
ment side, in cabinet committee meetings. That's the in-
formation I received from other sources. So I think it is
possible to put together a schedule. I think it's import-
ant that we put together a schedule, and I will endeav-
our to do that, with the assistance of the vice-Chair, in
the future.

If there's no further comment, I guess we'll reconvene
here tomorrow at nine o'clock.

S. Sullivan (Deputy Chair): Maybe I can just ask one
question of members. Would they be interested in try-
ing to find a few hours, not during a Wednesday morning
but during the times, the weeks, when we are meeting
in session? If people would be flexible to do that, I'd be
very open to that. That's for sure. It would make my life
much easier.

B. Ralston (Chair): That's something that would have
to be taken up with the Whips. Usually, they're pretty
keen on House duty being followed, and it may be too
late, given that their schedules are already set now. But
certainly, that's something that we can look at.

V. Huntington: I guess it's not a fair question, because
it would be difficult even for me, but we do have Fridays.

No? Everybody says no.

S. Sullivan (Deputy Chair): You can talk to your
Whip about that.

B. Ralston (Chair): Thanks very much. We're ad-
journed. We'll meet tomorrow at nine.

The committee adjourned at 3:57 p.m.
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