BRITISH COLUMBIA INVESTMENT MANAGEMENT COR PORAT ION

A strong team
A global perspective
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bcIMC

A new name in the

i n v e s t m e n t f i e l d. T h e s a m e s t r o n g t e a m w i t h
extensive experience in providing funds
management services.

Our Mission

Accountable to

o u r c l i e n t s, t o p r o v i d e p r o f e s s i o n a l
f u n d m a n a g e m e n t f o r a l l a s s e t c l a s s e s,
exercising the highest standards of
prudence and fiduciary responsibility,
while returning to the client the
highest return for a given level
o f r i s k, a t a r e a s o n a b l e c o s t.
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CORPORATE PROFILE
With assets under administration of $59.8 billion, the British
Columbia Investment Management Corporation (bcIMC) is one
of Canada’s largest institutional
investors and the third largest
pension fund manager.
Our 47 clients include public sector pension plans, the Province
of British Columbia, provincial

Assets Under Management by Client
Pension plans

Asset Base at Year-End

68.8%

WCB accident fund

13.3%

government bodies (Crown cor-

1

Canadian equity 21.9%

2

U.S. equity 8.9%

3

International equity 10.9%

porations and institutions) and
publicly administered trust

Sinking funds

10.5%

4

Private placements 2.5%

Public trusts

1.4%

5

Real estate 7.2%

Provincial government

2.8%

Government bodies

3.2%

6

Bonds 36.5%

7

Mortgages 2.4%

8

Short-term 9.7%

funds. bcIMC manages 38 pooled
investment funds in eight major
asset classes. We also manage
segregated funds.
Our investment activities help to
ensure the retirement income of
more than 354,000 residents of

8
1

7

British Columbia, including public
servants, employees of Crown
2
6

agencies, university and college
faculty and staff, school teachers

3
5

4

and administrative staff, municipal employees, and Members of
the Legislative Assembly.
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HIGHLIGHTS
• Earned value added (total returns

Rates of Return on Pension Plan Assets

less market benchmarks) of $943

Annualized %

1-Year

5-Year

10 -Year

Total portfolio

(3.6)

10.5

10.6

Benchmarks

(5.9)

10.4

10.5

million for our pension clients, our
largest value added in a single year

• Introduced two new pooled
equity funds – a TSE 300 ex
(excludes shares representing more
than 10% of the index) and a U.S.

• Introduced a new performance

value fund – that both contributed

measurement system to provide

to the value added

attribution analysis (i.e. to
explain why a portfolio under

• Acquired seven office buildings

or over performs its benchmark)

across Canada from the Canadian
Imperial Bank of Commerce – the

• Hired staff to fill 23 new

largest single real estate transac-

investment and support positions,

tion in Canadian history

bringing total staff to 82

• Completed the development

• Revised job classification and

of the Royal Bank Towers in

compensation plans to more

Mississauga, Ontario – the largest

effectively attract and retain staff

office complex built in Eastern
Canada in the past decade

• Established fully staffed
information technology and
human resources departments
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MESSAGE

FROM

THE

CHAIR

Investing in this century promises to be a different experience from the last.
Thanks to advances in technology, investment professionals can operate from
anywhere in the world. The tap of a computer key electronically trades securities
anywhere, anytime, instantly – or accesses specialists on the other side of the
globe. Investment organizations are no longer restricted to the big-city noise
of Toronto, New York, Hong Kong or London.

The British Columbia Investment

A learning organization

Management Corporation (bcIMC)

The investment world is one of

sits at the time-zone divide between

turbulence and constant change in

Acknowledgements

Europe and the Far East. British

response to such disparate forces as

I thank Doug Pearce and his entire

Columbia is as globally central as,

globalization, technology, percep-

and certainly more attractive than,

tions of risk, interest rate and

virtually any financial capital.

economic trends, and different legal

establish bcIMC as a credible and

Some might say it’s an ideal setting

and accounting frameworks in

independent investment manage-

to make thoughtful decisions

different jurisdictions. As a major

ment company in just 15 months.

about the long-term investment

investor, we are obliged to think out-

team for moving efficiently to

of other people’s money.

side the historical parameters of the
Canadian market. In this increasingly

A special thanks to Jack Bradshaw

From the scenic Pacific coast of

and Jim Cook who have completed

Canada, bcIMC has emerged as a

their terms as directors. We

major Canadian investor on the

welcomed to the board Bonnie

complex world, good investment
opportunities arise, gain credence,
crest and are replaced by others.

world stage. Our asset base, staff
expertise, global network, and

Pearson from the College Pension

performance rank with the best in

Board of Trustees and Ed Pakos from

the business. But our clients are

the Municipal Pension Board.

local. We understand their individual investment goals and work to
achieve them time and again.

Finally, I thank all directors for

Yet the investment management
business is based on cumulative
knowledge. History instructs and
guides us. It challenges us to stay
on top of trends in technology,
bio-medical research and the life
sciences, to identify global growth
opportunities and to support the

their support during our first full

Valuing staff

fiscal year in overseeing the

Doing well means attracting,

emergence of bcIMC as an invest-

4

retaining and developing the best

new ways in which “old economy”
enterprises are changing to do
things better, smarter and cheaper.

staff possible to serve our clients.

ment corporation of which all

We are doing that by demonstrating

Virtually everything we consider

British Columbians can be proud.

how we value staff. A positive work

in making investment decisions

environment, collegiality and

touches – and hopefully benefits –

professional esteem are important.

society. We employ professionals

So is recognition for individual and

who are sensitive to the bigger

team accomplishments. Our win-

picture and have the relentless

ning culture, built on the values of

curiosity to learn so that we always

respect, honesty, integrity and trust,

strive to earn the best risk-adjusted

is critical to our future growth.

returns possible for our clients.
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Broad-based accountability

targets, as well as our pooled fund

The money we invest on behalf of

policies. They must be satisfied

pension plan clients provides retire-

that clients are receiving acceptable

ment income for approximately

investment returns at reasonable cost.

354,000 workers throughout British

However, the directors stay out of

Columbia. Many plan members are

investment decisions, which are the

retiring in their mid to late 50s and

preserve of our clients’ policies and

will live on a pension for at least 30

our professional investment managers.

to 40 years. More than 80 per cent
of the funding for pension benefits

In summary, bcIMC has a focused

will come from our investment

mission statement and clearly defined

efforts, with the remainder financed

lines of responsibility between

by contributions. Plan members

those who govern bcIMC and the

should, therefore, have access to
information about our investment
activities. So should the beneficiaries of our other trust fund clients.

We are committed to keeping
our clients, plan members and the
public informed about our activi-

We

ties. We are complying voluntarily

are committed to keeping

with the province’s new Budget

our clients, plan members and the

Transparency and Accountability
Act. Our governing legislation has

public informed about our activities.

created a model of accountability
with a clear mandate, published
policies, formal and regular
performance measurements, and
full and timely disclosure of our
activities through this annual
report and our Web site.

Our client focus

professionals who advise clients on

We are committed to providing cost-

investment matters and implement

effective investment management

their investment strategies.

services to our clients. bcIMC is the
exclusive investment arm of most

I am honoured to serve as the first

public sector pension plans in British

Chair of bcIMC.

Columbia. These plans, and other
clients, influence our direction
through representation on the board
of directors. The directors approve
the corporation’s business plan,

Chris Trumpy

annual budget and performance

Chair
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REPORT

BY

THE

CEO

/CIO

During our first 15 months as a Crown corporation, we have quietly established
bcIMC as a strong investment management company with a global perspective.
We have consolidated our team, which has deep experience in all facets of our
business. A business plan has been developed that will enable us to deliver the
investment returns our clients expect. Our goal is to operate a cost- effective
investment services organization. We are strengthening our risk management
policies to ensure they are best practices, and are investing in the staff training
and technology infrastructure essential to delivering first- class services.

Acknowledgements

Throughout this transitional

of risk specified by the client.

phase, our investments continued

We work hard to help our clients

The board of directors was a source

to produce risk-adjusted returns

understand the issues they face and

of strength in our first full fiscal year

superior to the performance of

the potential impact of key invest-

as we established ourselves as an

the markets in which we invest.

ment decisions. We believe in:

investment corporation.

• customized investment strate-

Operating philosophy

gies to reflect each client’s goals,

We recognize that we must

investment horizon, risk tolerance,

The understanding and encourage-

demonstrate to our clients each

legal constraints and liquidity

ment of our clients during a period

year that bcIMC deserves to be

requirements;

of transition speaks to the depth of

their investment manager by

• offering a full menu of invest-

choice rather than by legislated

ment choices through participation

edict. After all, trustees are

in 38 distinct pooled funds;

ultimately responsible for their

• rigorous due diligence based on

funds’ investment performance

an understanding of the risks and

I am particularly pleased with the

and must decide who can best

rewards of existing assets and

enthusiastic response of our staff

manage their assets.

new opportunities;

the relationships we are fortunate
to enjoy with them.

• the diversification of assets to

to the challenges of redefining
ourselves, including the physical
relocation of our offices.

Our commitment is stronger than
ever to provide our clients with
superlative and attentive services so
that they in turn can fully satisfy the

To secure our position as the

reduce risk and provide more

fund manager of choice for the

stable returns;

British Columbia public sector,

• a disciplined investment

we will continue to build superior

approach, including the regular

investment management services

re-balancing of assets to avoid

with an emphasis on open and

being whipsawed by a sudden

clear communications, quality

change in investor sentiment and

in everything we do, and tight

market forces; and

control of costs.

• delivering cost efficiencies through
consolidated management services.

expectations of those they serve.

Investment philosophy
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Our focus on the individual client’s

This investment philosophy is

needs extends beyond earning the

implemented through active and

best returns possible for the level

indexed investing by our staff

specialists and handpicked external

Since leaving government, we

fund managers.

have built our own information
technology expertise and taken

Strong human resources

control of decisions about our

S ince opening our doors on

technical infrastructure. By the

January 1, 2000, we have added
five new portfolio managers and
analysts and staffed 18 new positions in information technology,
investment accounting, legal
services and human resources.
They join the staff that were with

end of fiscal 2001, we were fully
staffed with eight IT specialists
who leverage external resources.
Effective systems are in place for
our core services in portfolio
management, investment
accounting and client reporting.

bcIMC when it was established and
bring our current staff complement
to 82 people. This is a strong base
from which to grow assets, although
we continue to recruit for vacant
positions. As the demand for
professionals exceeds the supply of
quality candidates, we will emphasize
the training of employees to meet
mutually attractive career goals.
We take great pride in developing

Du r i n g

o u r f i r s t 15 m o n t h s a s a C r o w n

corporation, we have quietly established
bcIMC as a strong investment management
company with a global perspective.

our intellectual capital. As discussed on page 15, our staff have
the skills and experience to match
any investment organization in
Canada. To attract and retain staff,
we will ensure that our human
resource policies are best practice.

Information technology
Dynamic and robust information
technology is essential in a modern

We are reviewing our systems
architecture and expect to invest
close to $2.5 million in information
technology operations and new

investment organization to manage

infrastructure in fiscal 2002.

and monitor large amounts of

These investments will enhance

complex information and provide

information management in various

clients with comprehensive per-

asset classes, facilitate attribution

formance reports.

analysis (the impact of asset
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allocation decisions on returns)

Investment performance

and improve risk analysis and

Following the extraordinary growth

risk management.

of the 1990s, major stock markets
around the world corrected

We are also developing a password-

sharply during the second half of

protected Web site for each major

our fiscal year to register negative

client. This initiative will provide

rates of return for the full year.

clients with timely access to

The negative returns in our equity

information on their investment

portfolios were partially insulated

history, investment policy, assets,

by the strong performance of

and performance.

our fixed-income funds, which

Foreground (left to right):
Steven Barr, David Thom
Doug Pearce, Peter McCrodan

Th e

gained value as interest rates

ability to create value added

of $943 million for our pension clients
reflects the strength of our organization
and the diversity of our pooled funds.

declined. The consolidated return
on pension plan assets under our
management was a negative 3.6
per cent, compared with a negative
5.9 per cent for the benchmark,
which aggregates the performance
of markets and asset classes in
which we invest.
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In fiscal 2001, we earned the largest

to help them make informed deci-

anytime soon. As future returns

value added in our history, as mea-

sions on behalf of their members.

may be more modest, we will

sured by the difference between

A major thrust this year, therefore,

focus on creating value through

our performance and the aggregate

will be the communication of invest-

innovative programs and agile port-

benchmark. The ability to create

ment information in plain language.

folio management. For example,

value added of $943 million for

we are developing a series of

our pension clients reflects the

Communications involves develop-

enhanced Canadian equity index

strength of our organization and

ing an understanding of how markets

pools to produce improved returns

the diversity of our pooled funds.

might perform in coming years. It is

for the same level of risk as the

virtually impossible to predict mar-

basic indices. We are also expand-

Operating expenses

kets in the short term, given their

ing the range of internally managed

Our low operating expenses are a

volatility. Over the long term, they

investment pools to reduce costs.

function of the size of our opera-

perform more rationally by relating

tions and our extensive use of

returns to economic conditions and

We will further enhance returns

technology. Because we serve

corporate profitability.

and operational efficiencies
through the adoption of techno-

multiple clients, each client pays
only a portion of “back office”

During the past two decades, we

logical advances and constantly

services. Our pooled funds are

have witnessed a protracted period

challenging ourselves to improve.

cost effective and our investment

of disinflation and low inflation,

volumes enable us to negotiate

linked with productivity gains from

favourable external service rates.

new technologies and a trend to

We are repatriating approximately

corporate globalization and liberal-

$1.7 billion of international equi-

ized world trade. At the same time,

Doug Pearce

ties that we can manage internally

governments generally have accu-

Chief Executive Officer

at lower cost. Our goal is to

mulated surpluses and gained

Chief Investment Officer

maintain a cost structure at

control of their budgets. These

or below the average for similar

developments led to falling inter-

investment organizations.

est rates and increased corporate
profitability, fueling increased

Our costs are fully recovered from

equity values. In the late 1990s,

our clients; we are not a taxpayer-

market performance was exception-

supported corporation.

ally strong, driven by high expectations for future earnings growth

Outlook

of technology stocks. However,

The investment strategies we recom-

slower growth in the second half of

mend focus on meeting or exceeding

our 2001 fiscal year led to a signifi-

client expectations with respect to

cant market correction.

return, risk and cost. Most pension
plan trustees are non-investment

It is doubtful that we will see the

professionals and need information

recent high level of equity returns
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MANDATE

AND

GOVERNANCE

This section of the annual report outlines the legislated mandate and governance policies of bcIMC, the division of duties and responsibilities between
the board of directors and management, and the relationship to our clients.

Why was
bcIMC
created as an
independent
Crown
Corporation?

To give our clients more say in
the management of their funds
and the Corporation.

Legislated mandate

agencies to the early 1970s. The

The Corporation was established

authority to create and manage a

by the Public Sector Pension Plans

diversified investment portfolio,

Act in November 1999 and became

including equities, was granted

operational on January 1, 2000.

in 1989. In 1994, this investment
management expertise was consol-

1 0
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The Corporation’s management

idated in the Office of the Chief

experience as an active bond and

Investment Officer, a division of

money market investor dates back

the Ministry of Finance and

through predecessor government

Corporate Relations. The Office

was autonomous from government

cost-efficiencies in managing

Corporation. Directors are

in making investment decisions on

risks and maximizing returns; and

appointed for staggered terms of

behalf of our trust clients.

• focuses all our resources on

one to three years and can be re-

serving, and being accountable

appointed. To ensure continuity in

to our clients.

governance, no more than three

Our trust clients are:

appointments can expire in any

• the four statutory pension plans
for colleges, municipalities, the

Selection of directors

public service and teachers;

bcIMC is governed by a seven-

• two pension plans (one for staff,

member board of directors.

Responsibilities of the board

one for faculty) at the University

The boards of the four statutory

Our legislation assigns specific

of Victoria;

pension plans each appoint one

powers, functions and duties to

• the pension plans for the Workers’

director. Two other client

the board of directors. The board

calendar year.

Compensation Board, BC Rail, BC
Hydro and Power Authority, and
Members of the Legislative Assembly;
• the Workers’ Compensation Board
Accident Fund;
• 23 publicly administered trusts; and
• sinking funds of the provincial
government and Crown corporations.

Professional independence
bcIMC continues legislated independence from government in making
investment decisions. We also have
sole responsibility for our operational policies, budgeting and
human resources. Our independence:
• resolves perceived conflicts of
interest between government
policies and the proper management
of trust funds;

representatives are appointed

• enables us to compete for invest-

by the Minister of Finance and

ment professionals by setting our

Corporate Relations. The seventh

own employment terms and compen-

director is the Deputy Minister of

sation policy;

Finance and Corporate Relations,

• fosters innovation and greater

who is designated Chair.

Facing page: Kevin Weir,
Geoff Keith
Above (left to right):
Henry Choy, Millie Chow,
Fred Willows

flexibility in investing;
• facilitates our development of the

While we have a representative

technology infrastructure appropriate

board, directors are required to

to an investment organization seeking

act in the best interests of the
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1 1

oversees the Corporation’s opera-

is conducted, and providing the

tions, ensures management acts

Minister of Finance and Corporate

in the best interests of bcIMC and

Relations with an annual business

its clients, and monitors that

plan and annual report, including

services are provided in an

the audited financial statements.

efficient, effective and timely
manner. The board appoints and

Our annual report is available on

reviews the performance of the

our Web site at www.bcimc.com

Chief Executive Officer / Chief

and in hard copy by request.

Investment Officer and approves
various policies and recommen-

Role and accountability of

dations developed by management.

Chief Investment Officer
Legislation defines the Chief

The board is not involved in the

Investment Officer as the Chief

setting of client investment poli-

Executive Officer with responsi-

cies and asset mix policies. These
responsibilities rest with each
client in consultation with bcIMC
management. To ensure the
expertise of the board remains
dynamic and relevant to bcIMC’s
mandate, the directors are
developing a process to evaluate their own performance.

Board committee
The board is sufficiently small
to make board committees
unnecessary, with the exception
of the audit committee. The
three-member audit committee
Above (left to right):
Lynn Hannah, Marj MacKenzie,
Daryl Jones, Philippe Monier

bility for the Corporation’s
day-to-day operations. The CEO/
CIO is accountable to the bcIMC
board of directors for the efficiency and effectiveness of the
corporation in carrying out its
mandate. The CEO/CIO is also
responsible to each client with
respect to its individual investment policy, asset mix policy
and performance.

Among other responsibilities,
the CEO/CIO hires staff and
external managers, prepares
the annual business plan and
budget, establishes policies and

consists of two directors and one

procedures to meet operational

non-director member (currently

objectives, ensures risk and

vacant) with financial expertise

returns are managed in a prudent

and audit experience.

and appropriate fashion consistent with client instructions,

1 2

b c I M C

A N N UA L

R E P O RT

Reporting and accountability

recommends changes in invest-

The board of directors ensures

ment strategies and policies to

proper reporting and account-

clients, and attends board

ability by management to each

meetings (though the CEO/CIO

client, seeing that an annual audit

cannot be a director).

Th e

highest standards of conduct

among employees are essential to maintaining and enhancing the trust and confidence
of our clients.

Standards of conduct for

and property (other than residen-

employees

tial real estate). Any investment

The highest standards of conduct

dealer or electronic trading service

among employees are essential to

used in the previous 12 months

maintaining and enhancing the

must be identified. An updated

trust and confidence of our clients.

report must be filed within 10 days

Employees have a duty of loyalty

of a change in information.

to bcIMC as their employer and to
our clients as fiduciaries. They are

The rules are highly detailed.

expected to keep confidential any

Employees must avoid the appear-

information received through

ance of a conflict such as receiving

their employment, and to take

a private benefit, gain, profit or

care not to use their position with

preferential treatment as a result

bcIMC to lend weight to the public

of their employment. They are

expression of personal opinions.

prohibited from trading in a

Participation in political activities

security or property based on

must be clearly separated from

material information gained from

activities related to their employ-

their employment. They cannot

ment, and partisan politics are

inform another person of a mater-

not permitted in the workplace.

ial fact or change about a security
or property before the information

Employee conflicts of

has been generally disclosed.

interest rules

Also prohibited is the acceptance

Employee conflict of interest rules

of more favourable terms than

deal with any real, potential

are available to members of the

or perceived conflict between

public with equivalent credit-

the private affairs or financial

worthiness with respect to margin

interests of an employee and his

positions, commissions and fees

or her duties and responsibilities.

from investment dealers, and

Co n f l i c t o f i n t e r e s t
rules deal with any
real, potential or
perceived conflict
between the private
affairs or financial interests of an
employee and his
o r h e r d u t i e s and
responsibilities.

interest rates and terms from
Each employee is required to

financial institutions.

disclose annually the direct or
indirect beneficial ownership,
control or direction of securities
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INVESTMENT SERVICES
In this section we review our investment history, staff expertise, global
and private equity networks, client advisory services, risk management,
and corporate governance and proxy voting policy.

What
differentiates
bcIMC’s services
from those of
other investment
managers?

bcIMC provides a full range of
services to assist governing fiduciaries
in fulfilling their duties and obligations
to the trust beneficiaries.

Our investment history

public sector pension plans and the

bcIMC’s experience as an institu-

Province. The first pooled invest-

tional investor has evolved over

ment portfolio was created in 1986.

the past three decades through

1 4
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predecessor entities. In the

In terms of other asset classes,

1970s to mid 1980s, senior

legislative changes enabled the

executives, who continue with

agency to invest in foreign and

bcIMC, managed segregated

domestic stocks in 1989. It started

portfolios of bonds and money-

investing in Canadian real estate in

market securities on behalf of

1991 and established its U.S. equity

and private placement pools in

addition to other educational

1993. Canadian mortgages were

and professional qualifications.

added in 1995, and foreign real
estate in 1999.

Our investment professionals
are supported by teams in trade

Our staff expertise

management and compliance,

The investment and operational

policy and research, financial

experiences of our senior execu-

services and operations (includ-

tives are rooted in both the public

ing information technology,

and private sectors. Our team

investment accounting, corporate

understands the legal require-

accounting and human resources),

ments and fiduciary obligations

and legal services. These teams are

that come with managing trust
funds. At the same time, the
investment and other professional
skills and knowledge of our senior
people are drawn from hands-on
decision making in both the public

Facing page:

service and the competitive
Bill Pike,

investment community.
Jackie Beehler

Our front-line investment teams

This page (left to

are grouped in fixed income,

right): John Caiger,

mortgages, private placements,
Brian Dunn

public equity, and real estate.
The teams are headed by seasoned managers and supported
by professionals having extensive
investment decision-making
experience. Our portfolio managers, traders, analysts and

populated by individuals with

researchers have a wide range

professional accounting creden-

of training and career experi-

tials and post- graduate degrees

ences that combine contem-

in business and economics.

porary investment knowledge
and practices with essential

Our global network

and advanced computer skills.

Global equities are a growing part

Most investment staff have, or

of our investment strategy and

are earning, accreditation as

represent 25 per cent of total assets

chartered financial analysts in

for clients who invest in publicly
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rather than partnerships, an area

Our investment services

that we expect to expand in the

We offer clients both comprehensive investment portfolio services
and “back office” investment management and consulting services.

next few years.

Consulting

Back Office

Investment Services

asset/liability analysis
and advice

securities settlement

asset mix management

economic & market
analysis

investment accounting

portfolio management

managing external managers

policy compliance

risk analysis and management

their future pension obligations.

investment advice

security lending

securities trading

We have extensive expertise in

performance measurement

third party suppliers

credit reviews and analysis

pension plan asset/liability mod-

policy advice

corporate governance

cash management

eling. We complete a thorough

Our client advisory services
We advise pension plan clients on
the most appropriate investment
policy and asset mix policy to meet

analysis for each client every three
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traded equities. Being located in

Our private equity network

years when its statutory actuarial

British Columbia enables us to

Our global network is augmented

funding report must be filed.

keep a watchful eye on world

by 50 investment firms that

markets; during our business day

manage 85 private equity limited

The contribution rates, salary

both European and Asian markets

partnerships. Historically, private

levels, benefits and risk profiles

are open. We maintain a network

equity has outperformed public

of client plans vary. While the

of specialists knowledgeable about

equity, although it requires in-

majority do not need investment

every major market in the world.

depth knowledge of specific eco-

income at this time to pay current

Eight external managers are in

nomic sectors, industries,

pensions, our pooled funds are

Canada and 14 are located in

products and firms. We buy

structured to ensure liquidity

London, Amsterdam, New York,

units in these partnerships with

when it is needed. Our asset /

Boston, Tokyo and Hong Kong.

like-minded investors to gain

liability modeling shows how

Employing active global equity

diversified participation in pri-

different asset mix choices will

managers provides clients with

vate companies. Investments

affect the client’s performance

exposure to growth companies in

include companies in the early

under different market scenarios.

the United States, Europe and

development stage that need

The model isolates risk factors for

Asia. The managers we select have

venture capital, more mature

both investments and pension lia-

different investment styles that

firms needing expansion capital,

bilities. The rate of return ulti-

take advantage of market cycles

as well as opportunities to partic-

mately impacts the plan’s funding

to improve portfolio performance.

ipate in acquisitions and mergers

status and contribution rates.

While retaining external managers

that result in more durable and

is more expensive than staff spe-

profitable companies. A small

The investment performance of our

cialists, the value added generally

portion of assets are co-invested

pooled funds has enabled two

exceeds the extra costs.

or directly invested in companies

statutory pension plans to become
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fully funded and two other

most long-term funds have an

statutory plans to substantially

annual real-return target of 3.5

reduce their unfunded liabilities.

per cent (e.g. above the rate of

Achieving stronger funding levels

inflation). Including an assump-

was also helped by low inflation

tion for inflation, the nominal

and moderate salary increases,

rate of return averages 7 per cent.

both of which slowed down
increases in future pension costs.

Asset mix is the primary determinant of investment risk and

bcIMC’s consulting and analytical

return and, according to some

research, an integral component

studies, explains more than 90 per

of our funds management service,

cent of the variation in the rate

Left to right:
Debbie Atkins,
Shauna Lukaitis,
Kim Thornber,
Michelle Menard,
Barb Bowie

assists clients in making more

of return between two funds.

informed decisions.

Selecting the right asset mix is
not an easy task and involves

Setting the investment policy

investment theory, actuarial

and asset mix

analysis, market forecasts,

The investment objective varies

subjective judgment, statistical

from client to client, although

analysis, computer modeling and
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A N N UA L

R E P O RT

1 7

pragmatic business concerns.

establish a benchmark portfolio

Each client decides how much risk

that reflects the expected market

it is prepared to tolerate, how

conditions for the next three to

much will be invested in equities

five years. This strategic asset

compared with fixed-income

allocation is effectively the base

securities, and thus how aggres-

case against which we can mea-

sive it will be in maximizing

sure asset allocation decisions

returns. On average, our pension

as well as quarterly and annual

plan clients invest 65 per cent in

performance. The goal is to

equities (including real estate)

achieve returns within a narrow

and 35 per cent in fixed-income

band around the investment

securities. General ranges are set

target set by the client.

This page (left to right):
John de Boer, Neil Muth
Facing page (left to right):
Matthew Kaeshammer,
Karen Blakely

for individual asset classes to

We also implement a tactical asset

provide bcIMC with flexibility

allocation that responds to short-term

in responding to market

market conditions in order to enhance

opportunities to manage risk

returns or reduce market risk.

and improve returns.

Understanding risk

1 8
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Based on the desired risk /return

A critical aspect of everything we

objectives for each client, we

do is managing risk. Risk can be

mitigated and controlled, but it

by holding a more aggressive

cannot be avoided or eliminated.

investment portfolio (e.g. having
a higher weighting in assets that

The most obvious risks are

have a higher expected risk and

investment related and include

return profile).

market risk, trading risk, credit
risk, interest rate risk, currency

As a general rule, a client’s

risk, liquidity risk and concen-

investment time horizon is the

tration risk (too much invested

most important factor for

in too few securities, as can

determining an appropriate

happen with large portfolios

level of risk. Clients with a long

in the Canadian market).

time horizon can afford to suffer

A critical

aspect

of everything we do
is managing risk.

Investment theory is predicated

short-term disappointments in

on the assumption that over

order to earn the long-term

the long-term, investors will be

benefits of a higher risk strategy.

compensated for risk-taking.

Globalization of markets and

Therefore, while short-term per-

technology has greatly increased

formance may be disappointing,

the flow and speed of capital

over the extended period of time

around the world. This challenges

clients should earn a higher return

our risk management skills. For
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example, we have global markets

the policy for each pooled fund.

without global regulation and

Monthly compliance reports on

increased inter-day volatility

trading activities and quarterly

thanks to real time access to

performance reports for each

markets anywhere in the world.

client and pooled fund are pro-

In periods of shock or crisis,

duced and internally reviewed to

markets tend to move together,

identify areas of improvement.

which increases short-term risk.
Our investment accounting team
At the same time, risk manage-

also implements extensive internal

ment skills and standards have

controls. Internal control objec-

been raised substantially in

tives and procedures are audited

North America in recent years,

annually by the Auditor General

a process made more effective by

of British Columbia, who reports

technology’s capacity to monitor

directly to the audit committee

and quantify risks, and generate

of the board.

various risk management models
under different scenarios.

We recently upgraded our
performance measurement

Our risk management

system and continue to review

practices

all risk management procedures

Our corporate culture accepts

to ensure they meet industry

that not all risks are readily quan-

best practices.

tifiable and risk management is
everyone’s responsibility. We have

Corporate governance

disciplined controls in place to

and proxy voting

reduce operating risk (e.g. trade

Studies show companies that

settlement) and where appropriate

practise good governance per-

to mitigate market risk.

form better over the long term
than those that do not.

The controls are enforced by

2 0
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both our trade management and

Corporate governance defines

compliance team and our policy

the relationships and responsi-

and research group. The former

bilities among a company’s

settles trades, ensures the proper

directors, management and

administration of assets, and

shareholders. Directors are

manages operational risk. The

expected to provide oversight

latter ensures investments com-

of management and represent

ply with the client’s policy and

the best interests of shareholders.

Management develops and imple-

Our pension plan clients make

ments the business strategy and

the ultimate decisions on risk

is accountable to the directors.

tolerance, asset mix policy and

Shareholders are the beneficial

expected rates of return in the

owners; their interests are the

financial interests of their plan

reason the company is in business

members. As a professional,

in the first place.

responsible and ethical investment organization, we make our

We vote shares in support of poli-

investment decisions within the

cies that enhance shareholder

framework set by each client.

value. Our Corporate Governance
and Proxy Voting Guidelines, which
are publicly available, state our
position on issues as diverse
as management compensation,
severance and stock options,
attempts by corporate managers

Facing page (left to

to prevent take-over offers that
right): David Thom,

may enhance shareholder value,
Justin Aylward,

and multiple voting rights.
Randy Storey

In addition to proxy voting, we
are prepared to influence the
affairs of a corporation in
which we invest through direct

This page (left to
right): Wael Helal,
Richard Parrish,
Karen Poulsen

communications with management and directors to encourage
sound governance measures.

Social investing
While corporate governance
focuses on enhancing shareholder value, companies must
give careful consideration
to their social responsibilities.
For example, companies that
do not respond positively to
environmental issues run the
risk of under-performing.
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INVESTMENT PERFORMANCE
This section of the annual report is Management’s Discussion and Analysis
of our investment performance and related financial results.

How does
bcIMC protect
portfolios
in down
markets?

2 2
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Through portfolio diversification
and the prudent management of risk
given the underlying liabilities.

Performance versus benchmarks

Benchmarks are intended to repre-

We measure the performance of

sent the performance of markets

each pooled fund against appropri-

or asset classes in which we

ate market benchmarks as well as

invest. As such, they indicate

against the actuarial requirement

whether the portfolio manager

for funding each client’s pension

added or lost value relative to

plan liabilities. The performance

market conditions. However, they

against benchmarks is tabulated

are not a definitive measure.

in the extended table entitled Pooled

One client may assume more risk

Funds with 5 year Annualized Returns.

in an asset class or market in the

expectation of higher returns.

Falling interest rates led to strong

Another investor may invest

growth in bond values during the

more cautiously in the same

last two quarters of fiscal 2001,

market or asset class with the

partially offsetting the equity

goal of reducing volatility and

declines for clients who have bal-

achieving more stable returns.

anced portfolios. Clients with man-

We provide clients with detailed

dates restricted to fixed-income

performance reports, measured

securities did well in fiscal 2001.

against their asset mix policy and
investment expectations. Bench-

Overall investment performance

mark calculations are consistent

Our fixed-income portfolios

with the standards established

generally outperformed their

by the Association of Investment
Management and Research.

Overview of capital markets
Major stock markets generally
enjoyed their strongest growth in
Facing page (left

history during the 1990s, driven
in part by improved corporate

to right): Geoff Keith,

profitability as a result of produc-

Mary Spurr, Mike Harvey

tivity gains created by technology

This page (clockwise

and strong economic growth, and

from left): Mike Harvey,

investor expectations of the

Augustine Fan, Marcia King,

future performance of technol-

Geoff Keith

ogy companies. Investor optimism
was buoyed by freer world trade
and globalization as well as an
environment of low inflation
and relatively low interest rates.
Unfortunately, equity valuations,
especially technology stocks,

benchmarks in fiscal 2001. On a

were bid up to unrealistic levels.

five-year basis, which provides a
more meaningful perspective than

A severe market correction

one-year returns, fixed-income

occurred in the second half of our

portfolios have met or exceeded

fiscal year when the “technology

their respective benchmarks.

bubble” burst. Technology stock
prices deteriorated sharply,

Our Canadian equity portfolios

although so-called “old economy”

generally did better than the

companies fared reasonably well.

market. While the TSE 300 Index
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On

a five year

basis, our Canadian

declined by 18.6 per cent, our

substantially under-performed their

active Canadian fund produced

respective benchmarks. In the case

a positive 1.9 per cent return.

of the Asian fund, the poor results

Our capped TSE 300 ex fund (which

largely reflected excessive exposure

excludes shares representing 10 per

to technology stocks in Japan. On a

cent or more of the index) did 12.9

five-year basis, our EAFE and Asian

per cent better than the broader

funds have done better than their

equity funds have

based index of the TSE 300. This

respective markets.

significantly out-

capped fund was introduced in

performed their
market benchmarks.

October 2000. Our indexed TSE 300

In most cases we do not hedge

fund returned 100 basis points

our foreign investments against

above the market. On a five-year

currency fluctuations.

This page (left to
right): Charles Volkovskis,
Mary Spurr, Irv Marus
Facing page (left to right):
Dean Atkins, Kevin Weir

basis, our Canadian equity funds

Our real estate portfolio under-

have significantly outperformed

performed its benchmark, princi-

their market benchmarks.

pally because our portfolio
included development projects

2 4
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Our foreign equity portfolios had

that are not acknowledged in

mixed results compared with

the benchmark. These projects

their benchmarks. The U.S. index

should positively influence future

fund did better than the S&P 500,

returns. As well, our major acqui-

although our active U.S. fund

sition of bank properties in fiscal

under-performed slightly. Our

2001 incurred one-time property

European and Asian funds

transfer taxes, which reduced

Assets Under Management (as at March 31)
Fiscal 2000
$ billions

Fiscal 2001
%

$ billions

%

Fixed-Income
Bonds
Short-term
Mortgages

29.3
23.0
4.9
1.4

47.7
37.5
7.9
2.3

29.0
21.8
5.8
1.4

48.6
36.5
9.7
2.4

Equities
Canadian
International
U.S.
Private placements

28.2
16.4
5.6
5.3
0.9

45.9
26.7
9.1
8.7
1.4

26.5
13.1
6.5
5.4
1.5

44.2
21.9
10.9
8.9
2.5

Real Estate

3.9

6.4

4.3

7.2

Total

61.4

59.8

Performance of pension plan clients

The debt securities consist primar-

The returns of our pension plan clients

ily of bonds that offer more stable

vary substantially, reflecting their

returns than stocks at lower

individual risk tolerance and asset mix

volatility. With interest rates now

selection. In fiscal 2001, for example,

toward the bottom of the yield

the pension plans for which we have

curve, lower returns are expected

full investment responsibility differed

in the future. The supply of

by 150 basis points. The five-year

institutional-grade bonds has

returns varied by 70 basis points, illus-

shrunk with governments reducing

trating how long-term results are less

their financing. Consequently, we

volatile, though still reflect asset mix

are acquiring more corporate

differences.

bonds (with at least an “A” credit
rating) with higher yields at greater

Historically, our pension plans have

risk than government bonds.

selected between 35 and 55 per cent

our returns. Excluding these two

fixed-income securities. Most now

Real-return bonds (with fixed

have a policy of 35 per cent fixed

returns above the rate of inflation)

income securities and 65 per cent

represented 7.9 per cent of bond

equities (including real estate).

assets held by pension fund clients.

factors, our real estate portfolio
performed exceptionally well.

Asset Distribution of Pension Plans
Short term . . . . . . . . . . . . . . . . 3.5%

Approximately $10.7 billion, or 17.9

Bonds . . . . . . . . . . . . . . . . . . . 29.3%

per cent of assets under management,

Mortgages . . . . . . . . . . . . . . . . 3.5%

at the end of fiscal 2001 are in publicly

Canadian Stocks . . . . . . . . . . . 27.9%

administered trusts, or the cash

U.S. Stocks . . . . . . . . . . . . . . . 10.6%

management and sinking funds of the

International Stocks . . . . . . . . 12.8%

Province. Legislation restricts most of

Private Equity . . . . . . . . . . . . . . 3.1%

these assets to fixed-income securities.

Real Estate . . . . . . . . . . . . . . . . 9.3%

These assets are a natural fit with
pension liabilities as both are indexed to inflation.
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We invest in U.S. equities to take

Annualized Performance of Pension Plans

advantage of the world’s largest
Rates of Return %

5 years

4 years

3 years

2 years

1 year

Average

10.6

9.7

5.6

7.1

(3.6)

High

11.0

9.9

5.8

7.2

(2.9)

and most diverse capital market.
We internally manage two U.S.
index funds. One replicates the
Standard & Poor’s 500 Index of
large American companies, and the

Low

10.3

9.6

5.5

6.7

(4.4)

other is a value index fund introduced in fiscal 2001. External specialists manage an enhanced index

Mortgages are favoured by some

short-term, including negative

clients because they produce a

returns from time to time. In fiscal

premium over similar-term gov-

2001, equities experienced their

ernment bonds, though at greater

most severe downturn since 1974.

fund and an active equity portfolio.
The Asian and European markets
can move on a different economic
cycle than North America,

credit risk and reduced liquidity.
We offer three internally managed

We internally manage three

providing risk/return diversifi-

pooled funds with broad diversity

Canadian equity index portfolios.

cation. Asia has high economic

by location, loan type and prod-

One mirrors the TSE 300 Index to

growth potential over the long

uct type. They include Canadian

provide broad participation in

term, though returns can be more

commercial and multi-family

domestic companies. A second

volatile and recently have been

residential building loans matur-

replicates the TSE 100 Index and

extremely negative. Asia also has

ing within five to 10 years, divid-

contains the most liquid Canadian

less transparent financial report-

ed evenly between Western and

companies to efficiently facilitate

ing, which increases risk.

Eastern Canada. We also provide

adjustments in client asset alloca-

the higher risk/higher return

tion. The third, introduced in

opportunity to participate in

October 2000, caps the TSE 300

construction financing for

Index by excluding stocks that are

Canadian projects.

weighted at 10 per cent or more
in the TSE 300 Index. Our active

Most pension plan clients hold

Canadian equity portfolio is exter-

minimal money market securi-

nally managed with the goal of

ties because they have limited

adding value above the returns

need for liquidity.

produced by index funds.

Our three international equity
portfolios are managed externally.
The international equity fund
matches the composition of the
EAFE index of about 900 companies
in Europe, Australasia and the Far
East. It offers extensive global
diversification and value added.
The European equity fund has three
components: indexed, indexed

2 6

The emphasis on equity investing

The Canadian public equity market

enhanced, and active. Supplement-

reflects increased comfort by

is only a small portion (at about

ing this, our external managers are

pension plan trustees with the

two per cent) of the global equity

contracted to produce risk diversi-

long-term return potential of

opportunity. It is important, there-

fication and value added returns

these assets despite their greater

fore, to maximize investments

above the underlying index

risk and extreme price fluctua-

outside Canada to gain higher

through stock selection. The Asian

tions (that is, volatility) in the

returns and risk diversification.

equity fund consists of stocks
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selected by several managers with

in the early years and high returns

particular expertise in Japan and

in later years. Significant due

other major Asian growth areas.

diligence is required compared
with public equities and invest-

Most of our pension plan clients

ments can be highly illiquid,

invest four to five per cent of total

requiring time to divest.

assets in private placements in the
form of capital for corporate start

We generally invest in private

ups, expansions, new developments,

placements through limited

3

2

restructurings, and acquisitions.

partnerships managed by external

The objective is to enhance long-

firms, although we co-invest

term returns relative to public equity

on a select basis in Canada.
4

1

Left to right:
Richard Dinneny,
Larisa Anderson,

5

Geographic Distribution
of Private Placements
1

Canada 27%

2

U.S. 29%

3

Europe 21%

4

Asia 17%

5

Latin America 6%

Randall Mullan

and fixed-income securities. Private

There are wide variations in

equity has a low correlation to

performance among private

other assets (it does not normally

equity managers. We concen-

move in the same direction at the

trate on building relationships

same time) and contributes risk

with the top managers. Approx-

diversification benefits.

imately 27 per cent of our
private equity investment is in

Private equity investing requires
patience because it generally

Canada. Half of this is in British
Columbia, which is a leader in

produces low or negative returns
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the entrepreneurial technology

ownership and control. Annualized

and life sciences sectors.

returns of 11.8 per cent have been
earned in the past five years.

A significant portion of client
equity allocation is in real estate,

In fiscal 2001, we acquired seven

representing as much as 10 per cent

office buildings from the Canadian

of total assets in some pension

Imperial Bank of Commerce,

Below (left to right):

plans. Real estate is attractive in

including office properties in

Chuck Swanson,

the short-term because of its abil-

Vancouver, Edmonton, Toronto

ity to generate reliable cash flow

and Montreal, and completed the

and in the long-term because of

development of the Royal Bank

expected capital appreciation.

Towers in Mississauga, Ontario.

Pip White, Commerce
Court (Toronto)

Real Estate Assets
by Product Type
1

Office 50.9%

2

Residential 23.2%

3

Industrial 11.7%

4

Retail 9.9%

5

Mixed Use 4.3%

5
4

3

We manage real estate pooled

1

funds with the assistance of three
external advisory firms. These
assets are equity interests in
institutional-grade Canadian office,
industrial, residential rental, retail
and mixed-use properties.
Our real estate portfolio offers
diversity by product type, geographic market, and full asset
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2

This sophisticated office complex is

Rates of Return %

5 years

4 years

3 years

2 years

1 year

the largest built in Eastern Canada
in the last decade. During the year

High

10.1

9.2

5.9

6.6

8.7

Low

4.6

5.0

3.7

0.2

(4.5)

we were actively involved in the
construction of 22 industrial, office,
retail and residential buildings
across Canada. We ended the year
with more than 31 million square

Based on the returns of eight publicly administered trusts that have a five-year
history with bcIMC.

feet of gross leasable area under
management in North America.

Performance of publicly

4.5 per cent return is for a trust with

Money of the provincial

a balanced fund mandate.

government and government

administered trusts

bodies

We manage $900 million in assets

Workers’ Compensation Board

We manage $1.7 billion for the

on behalf of 23 publicly adminis-

Accident Fund

provincial government and $1.9

tered trusts. Ranging between

The accident fund of the British

billion for government bodies.

$100,000 and $425 million, they

Columbia Workers’ Compensation

These funds generally have a short-

include assets under the adminis-

Board comprises more than 13 per

term investment horizon and are

tration of the public guardian and

cent, or $7.9 billion, of the assets

invested in money market pools.

trustee, cultural and sporting

under our administration. The fund

charitable organizations, endow-

has a similar investment horizon

Our cash management services are

ment funds, and a long-term dis-

and liability profile as a pension

available to the Provincial Treasury

ability fund. These trusts have a wide

plan. The WCB manages its own

as well as Crown corporations.

range of return expectations with

asset mix policy and fixed-income

These services were in our mandate

some showing a greater emphasis

investments. We provide the WCB

when our predecessor organization

on capital protection, short-term

with all “back office” services, as

was part of government and con-

performance and liquidity.

well as selected fund management

tinue with bcIMC as an indepen-

services via our pooled funds.

dent Crown corporation.

are fixed-income securities, specifi-

Sinking Funds

We have three pooled funds

cally our money market pools, bond

We manage $6.3 billion in sinking

that are ideal for cash manage-

portfolios and mortgages. In a few

funds. These are monies that have

ment. Two contain Canadian

cases, funds are invested in indexed

been set aside to retire public

and U.S. treasury bills of 30 days

equities. It is difficult to calculate

debt on behalf of the provincial

or less duration and the third

annualized returns for these trusts

government and government

holds government and corporate

on a consolidated basis because of

bodies. These funds are legally

securities maturing in 15 months

the wide divergence in their asset

restricted to fixed income securi-

or less.

mix policies. For example, the one-

ties and managed under tight risk

year return of 8.7 per cent in fiscal

controls. Generally we invest these

2001 reflects a fixed-income invest-

assets in federal, provincial govern-

ment mandate while the negative

ment and U.S. government bonds.

As a rule, the assets of these trusts
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POOLED FUNDS

WITH

Fund

Short
Term

5

YEAR

$ millions

4.7

4.9

5.2

5.3

5.7

5.0

5.4

5.5

6.0

4.6

4.7

5.1

5.2

5.7

8.9

9.4

9.5

8.2

15.5

8.0

8.4

8.5

7.3

14.6

6.8

6.2

5.9

6.0

8.9

6.8

6.1

5.8

5.9

8.8

8.8

8.3

7.5

7.7

9.7

7.9

7.2

6.9

7.0

10.0

SCI 91 Day T-Bill
Short Term US Fund 3

552.6

961.5

1,122.6

SCI Short Bond + 1%
Construction Fund

300.2

Govt Bond Index Fund

180.7

Pension Bond Fund

8,790.6

SCI Govt Bond Universe
Corp Bond Fund

1,476.1

Active Canadian Fund

Note: Benchmarks in blue
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7.6
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SCI Corp Bond Universe

3 0

1 year

5.0

SCI 1 Year T-Bill + 1%

Sinking
Funds

2 years

1,519.1

Fixed Term Fund

Real Estate

3 years

$1,110.0

SCI Short Govt Bond

Stocks

4 years

Short Term Fund 2

Short Term Bond Fund

Fixed
Income

5 years

Short Term Fund 1

SSB 30 Day T-Bill

Mortgages

ANNUALIZED RETURNS*

125.8

* All funds are as of March 31, 2001, except Realpool which is as of December 31, 2000.
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Location: 3rd Floor, 2940 Jutland Road,Victoria, BC,V8T 5K6
Mailing Address: PO Box 9910, Stn Prov Govt,Victoria, BC
V8W 9R1

Financial Statements
March 31, 2001

Management’s Responsibility for Financial Statements

Responsibility for the integrity and objectivity of the accompanying financial statements of the British Columbia Investment Management Corporation (the “Corporation”)
rests with management. The financial statements, which by necessity include some
amounts that are based on management's best estimates and judgements, are prepared
in accordance with Canadian generally accepted accounting principles. In management's opinion, the financial statements have been properly prepared within the
framework of the accounting policies summarized in the financial statements and present fairly the Corporation's financial position and results of operations. The financial
statements have been reviewed and approved by the Corporation's Board of Directors.

Systems of internal control and supporting procedures are maintained to provide
reasonable assurance that transactions are authorized, assets are safeguarded and
proper records maintained. The internal accounting control process includes management's communication to employees of policies that govern ethical business conduct.

These financial statements have been examined by the Corporation's independent
auditor, the Auditor General of British Columbia, and his report is presented herein.

Doug Pearce

Neil Muth

Chief Executive Officer

Vice President,

Chief Investment Officer

Finance & Operations
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Report of the Auditor General
of British Columbia

To the Members of the Investment Management Board
of the British Columbia Investment Management Corporation, and
To the Minister of Finance and Corporate Relations,
Province of British Columbia:
I have audited the balance sheet of the British Columbia Investment Management
Corporation as at March 31, 2001 and the statements of operations and changes
in financial position for the year then ended. These financial statements are the
responsibility of the corporation's management. My responsibility is to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing
standards. Those standards require that I plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.
In my opinion, these financial statements present fairly, in all material respects,
the financial position of the British Columbia Investment Management Corporation
as at March 31, 2001 and the results of its operations and the changes in its financial position for the year then ended in accordance with Canadian generally
accepted accounting principles.
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Wayne Strelioff, CA

May 18, 2001
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BALANCE SHEET
As at March 31, 2001, with comparative figures for 2000 (see note 1)

2001

2000

ASSETS
Current assets
Cash

$

Temporary investments

355,326

$

40,877

5,565,979

1,645,871

15,574,744

13,278,082

132,643

972,135

28,983

245,985

21,657,675

16,182,950

Deferred charges (note 5)

247,668

196,440

Capital assets (note 6)

508,774

118,129

$ 22,414,117

$ 16,497,519

$ 14,831,107

$ 13,246,967

6,128,449

2,677,899

288,360

12,089

21,247,916

15,936,955

10

10

Contributed surplus (note 8)

290,085

290,085

General reserve (note 9)

380,766

-

Retained earnings

495,340

270,469

1,166,201

560,564

$ 22,414,117

$ 16,497,519

Pooled investment portfolio direct costs receivable (note 4)
Fees and other accounts receivable
Prepaid expenses

LIABILITIES AND EQUITY
Current liabilities
Pooled investment portfolio direct costs payable (note 4)
Other accounts payable and accrued liabilities
Deferred income

Equity
Share capital (note 7)

Commitments (note 11)
See accompanying notes to financial statements.

Approved on behalf of the Board:

Director

Director
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STATEMENT

OF

OPERATIONS

For the year ended March 31, 2001, with comparative figures for 2000 (see note 1)

2001

2000
(3 months of
operations – see note 1)

REVENUES
Funds management fees

$ 11,845,774

$ 2,865,678

63,776,634

13,493,098

284,146

552

$ 75,906,554

$ 16,359,328

$ 63,776,634

$ 13,493,098

Salaries and benefits

7,801,347

1,359,230

Professional services

893,118

561,710

1,222,865

187,305

Insurance

243,020

77,000

Office and business

728,830

117,161

Rent

406,628

49,953

Other

114,161

22,330

75,186,603

15,867,787

Amortization - deferred charges

57,694

10,339

Depreciation - capital assets

56,620

–

–

210,733

$ 75,300,917

$ 16,088,859

NET INCOME

605,637

270,469

R E T A I N E D E A R N I N G S – beginning of period

270,469

–

(380,766)

–

Recoveries of pooled investment portfolio direct costs
Other
Total Revenues

EXPENSES
Pooled investment portfolio direct costs (note 4)

Systems operations

Writedown of contributed assets (note 8)
Total Expenses

Transfer to general reserve

R E T A I N E D E A R N I N G S – end of period

See accompanying notes to financial statements.
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$

495,340

$

270,469

STATEMENT

OF

CHANGES

IN

FINANCIAL POSITION

For the year ended March 31, 2001, with comparative figures for 2000 (see note 1)

2001

2000
(3 months of
operations – see note 1)

CASH PROVIDED BY (USED FOR):
Operating activities
Income for the period

$

605,637

$

270,469

Items not involving cash
Writedown of contributed assets

–

210,733

Amortization - deferred charges

57,694

10,339

Depreciation - capital assets

56,620

–

719,951

491,541

(1,457,170)

(14,250,217)

Prepaid expenses

217,002

(245,985)

Accounts payable

5,034,690

15,924,866

276,271

12,089

4,790,744

1,932,294

(3,920,108)

(1,645,871)

Deferred charges

(108,922)

(206,779)

Capital assets

(447,265)

(38,777)

(4,476,295)

(1,891,427)

–

10

–

10

314,449

40,877

40,877

–

Cash flows from operations

Changes in non-cash working capital
Accounts receivable

Deferred income

Investing activities
Investments

Financing activities
Share capital

INCREASE (DECREASE) IN CASH POSITION
C A S H P O S I T I O N – beginning of period
C A S H P O S I T I O N – end of period

$

355,326

$

40,877

See accompanying notes to financial statements.

b c I M C

A N N UA L

R E P O RT

3 5

NOTES

TO

FINANCIAL STATEMENTS

Year ended March 31, 2001

1. Purpose

3. Significant accounting policies

The British Columbia Investment Management

The Corporation's financial statements are prepared

Corporation (the “Corporation”) was established

in accordance with Canadian generally accepted

as a Crown corporation of the Province of British

accounting principles. The significant accounting

Columbia (the “Province”) on November 1, 1999

policies used in the preparation of these financial

under section 16 of the Public Sector Pension Plans

statements are as follows:

Act, S.B.C. 1999 c44 (the “Act”).
Basis of presentation –The accrual basis of
The Corporation assumed responsibility for the

accounting is adopted.

funds management services previously provided
by the Office of the Chief Investment Officer
(the “OCIO”), a division of the Ministry of Finance
and Corporate Relations, on January 1, 2000.
The Corporation is responsible for managing the
assets of various public sector pension funds, the
Province, provincial government bodies (Crown

Temporary investments –Temporary investments
consist of units in the Corporation's Canadian
Money Market Fund ST2 and the US Money Market
Fund ST3. U.S. dollar investments are translated at
the year-end foreign exchange rate. Investments
are recorded at the lower of cost or market value.

corporations and institutions) and public sector

Deferred charges –Deferred charges consist of

trust funds.

organization costs incurred in establishing the
corporation and building lease fees. Organization

The Corporation is exempt from federal and
provincial income taxes.

2. Assets under administration
The estimated market value of assets managed

costs are capitalized and amortized on a straightline basis over five years. Building lease fees are
capitalized and amortized on a straight-line basis
over the initial lease term of five years.

by the Corporation on behalf of various trust funds

Capital assets –Assets with a cost greater

and its other clients is approximately $60 billion as

than $5,000 are recorded at cost less accumu-

of March 31, 2001 ($61 billion as of March 31, 2000).

lated depreciation. Software development costs,
including labour and material costs for design,

These assets may be invested in segregated
investments, or be aggregated in one or more of
the pooled investment portfolios managed by the
Corporation. The Corporation annually prepares

construction, testing, implementation and
other related costs, are capitalized for business
systems expected to be of continuing benefit
to the Corporation.

separate audited financial statements for all
pooled investment portfolios with more than

Depreciation is calculated on a straight-line basis

one beneficial owner.

over the estimated useful life, beginning in the
month of acquisition, using the following rates:

The financial statements of the pooled investment
portfolios and segregated assets held in clients’
accounts are not consolidated in the financial
statements of the Corporation.
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Furniture, equipment

10 years

Mainframe, mini-computers,
related software

5 years

Personal computer hardware,
peripherals, related software

3 years

NOTES

TO

FINANCIAL STATEMENTS

Year ended March 31, 2001 – continued

Post-employment benefits –The Corporation

recorded to offset accrued operating costs, capital

and its employees contribute to the Public Service

expenditures, and any changes directed by the

Pension Plan in accordance with the Public Sector

Board in the general reserve for future expenditures.

Pension Plans Act, S.B.C. 1999 c44. As of April 1, 2000
the British Columbia Pension Corporation (former-

4. Pooled investment portfolio direct costs

ly the Superannuation Commission) administers

In order to provide funds management services, the

the Plan, including the payment of retirement

Corporation enters into contracts with third parties

and post-employment benefits (other than retir-

for investment management, custodial, legal and

ing allowance) on behalf of employers and

other services. Third party costs that are attribut-

employees to whom the Act applies. The Plan is a

able to a specific pooled investment portfolio are

multi-employer defined benefit pension plan.

charged to that portfolio and shared on a pro-rata

Under joint trusteeship, which became effective

basis by the portfolio unit holders.

January 1, 2001, the risk and reward associated
with the Plan's unfunded liability or surplus is

5. Deferred charges

shared between the employers and the plan
members and will be reflected in their future

Cost

Accumulated
Amortization

2001
Net Book
Value

2000
Net Book
Value

contributions. The most recent actuarial valuation as of March 31, 1999 has determined that

Organization costs

$ 206,779

$ 51,695

$ 155,084

$ 196,440

the Plan is in a surplus position.

Building lease fees

108,922

16,338

92,584

-

$ 315,701

$ 68,033

$ 247,668

$ 196,440

Cost

Accumulated
Depreciation

2001
Net Book
Value

2000
Net Book
Value

$ 271,868

$ 20,070

$ 251,798

$

272,065

35,445

236,620

-

The cost of employee benefits under the Plan is the
amount of pension contributions in the year.

6. Capital assets
Employees are also entitled to a retiring allowance,
as provided for under their terms of employment.
For retiring allowances, starting in the current year,
the corporation annually estimates and accrues the
future obligation as the employees render the

Furniture,
equipment

-

amounted to $85,700 as at March 31, 2001.

Mainframe,
mini-computers,
related software

Revenues –Revenues are received from investment

Personal computers,
related software

17,211

1,105

16,106

-

Computer software
under development

4,250

-

4,250

118,129

$ 565,394

$ 56,620

$ 508,774

$ 118,129

services necessary to earn the benefit. This liability

income (including realized gains and losses), from
direct costs recovered from the pooled investment
portfolios, and from funds management fees
charged to investment clients.
Investment income is recorded on the accrual basis.
Pooled investment portfolio direct cost recoveries
are recorded on the accrual basis as the related
costs are incurred. Funds management fees are
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NOTES

TO

FINANCIAL STATEMENTS

Year ended March 31, 2001 – continued

7. Share capital

11. Commitments

The capital of the Corporation is one share with

The Corporation has entered into a lease agree-

a par value of $10. The share is issued and regis-

ment for office space having an original term

tered in the name of the Minister of Finance and

extending over five years, commencing July 2000.

Corporate Relations on behalf of the Province

The estimated rental for the remaining term of

of British Columbia.

the lease is $1,727,000.

8. Contributed surplus

12. Financial instruments

On January 1, 2000, at the commencement of

The Corporation's financial instruments consist

operations, the Province transferred assets,

of cash, temporary investments, accounts receiv-

consisting of furniture and computers, to the

able and accounts payable. It is management's

Corporation at net book value resulting in a

opinion that the Corporation is not exposed to

contributed surplus of $290,085. Of this amount,

significant risks arising from these financial

$79,352 was capitalized in accordance with the

instruments. The fair values of these financial

Corporation's accounting policies for capital

instruments approximate their carrying values.

assets (note 3). The balance of $210,733 consisted of assets whose book value was each less than

13. Measurement uncertainty

$5,000. This amount was recorded on the State-

The preparation of financial statements in conformity with Canadian generally accepted accounting

ment of Operations under the heading “Write-

principles requires management to make estimates

down of contributed assets”.

and assumptions that affect the reported amounts
on the Balance Sheet and Statement of Operations.

9. General reserve

The more subjective of such estimates are pooled

At the discretion of the Board, general reserves

investment portfolio direct costs, post-employment

for future expenditures are appropriated from

benefit accruals and employee incentive plan

retained earnings.

accruals. Management believes its estimates to be
2001

2000

appropriate, however, actual results could differ
from these estimates and these differences would

Reserve – beginning of period
Transfer from retained earnings
Reserve – end of period

$

-

$

380,766
$ 380,766

-

be reflected in applicable future periods.

$

-

14. Comparative figures
Certain comparative figures have been reclassified

10. Related party transactions
The Corporation is related to all Province of
British Columbia ministries, agencies and Crown
corporations through common ownership. Transactions with these entities are considered to be
in the normal course of operations.
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to conform to the current year's presentation.

Employees
Anderson, Larisa

Helal, Wael

Parrish, Richard

Aston, Carol

Herberholz, Jennifer

Pearce, Doug

Atkins, Dean

Howell, Debbie

Pike, Bill

Atkins, Debbie

Hutchings, Sharon

Poulsen, Karen

Aune, Vicki

Iverson, Carol

Price, Jennifer

Aylward, Justin

Jeffery, Lisa

Rogers, Betty

Bailer, Dan

Johnson, David

Spurr, Mary

Barr, Steven

Johnson, Lisa

Stewart, Margot

Beauchemin, Chris

Jones, Daryl

Storey, Randy

Beehler, Jackie

Jones, Jackie

Swanson, Chuck

Blakely, Karen

Jury, Darlene

Tercier, Therese

Bowie, Barb

Kaeshammer, Matthew

Thom, David

Brosseau, Monique

Kayal, David

Thomson, Bryan

Bryce, Sheri

Keith, Geoff

Thornber, Kim

Caiger, John

Kennedy, Bob

van der Eyk, Laurens

Chaplin, Kelly

Lee, Chris

Volkovskis, Charles

Chow, Millie

Legg, Laura

Weir, Kevin

Choy, Henry

Liang, Yilei

White, Pip

Cyr, Lea

Lim, Thomas

Willows, Fred

de Boer, John

Lukaitis, Shauna

Wong, Don

Dinneny, Richard

MacKenzie, Marj

Dunn, Brian

Marus, Irv

Directors

Dmytar, David

McCrodan, Peter

Axford, Joan

Eng, David

McInnis, Connie

Costello , Michael

Fisher, Owen

Medland, Mike

Fattedad, Sid

Foran, Brian

Menard, Michelle

Kennedy, Bruce

Ford, Kathryn

Miller, Angela

Pakos, Ed

Fraser, Janet

Monier, Philippe

Pearson, Bonnie

Gurney, Marlene

Mullan, Randall

Trumpy, Chris

Harris, Keith

Muth, Neil

Harvey, Mike

Pala, Gina

Our Team
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Directors

Corporate Officers

Chris Trumpy

Doug Pearce

Chair of the Board

Chief Executive Officer

Deputy Minister

Chief Investment Officer

Ministry of Finance and
Corporate Relations

William D. Pike
General Counsel

Joan Axford
Secretary-Treasurer

Dean Atkins

School District No. 63

Vice President, Mortgages

appointee from the Teachers’
Pension Board

Daryl Jones
Vice President, Policy

Michael Costello

and Research

President and CEO
BC Hydro and Power Authority

Irvin J. Marus

appointed by the

Vice President,

Minister of Finance and

Equity Investments

Corporate Relations as
representative client

Randall Mullan
Vice President,

Directors
Corporate
Officers

Sid Fattedad

Private Placements

Vice President, Finance and
Information Services and

Neil Muth

Chief Financial Officer

Vice President, Finance

Workers’ Compensation Board

and Operations

appointed by the
Minister of Finance and

Chuck Swanson

Corporate Relations as

Vice President, Real Estate

representative client

David Thom
Bruce Kennedy

Vice President, Fixed Income

Manager, Intergovernmental
Fiscal Relations and Income

Kim Thornber

Security Branch

Vice President, Trade

Ministry of Finance and

Management

Corporate Relations

and Compliance

appointee from Public Service
Pension Advisory Board

Corporate Secretary
Rita C. Andreone

Ed Pakos

Lawson Lundell Lawson

Fire Fighter, Captain

and McIntosh

Victoria Fire Department
appointee from the

Custodian

Municipal Pension Board

Royal Trust Corporation
of Canada

Bonnie Pearson
Staff Representative

Auditor

College Institute Educators

Auditor General of

Association of BC

British Columbia

appointee from the College
Pension Board of Trustees
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Courier Address
3rd flr, 2940 Jutland Rd
Victoria, BC V8T 5K6
Mailing address
PO Box 9910, Stn Prov Govt
Victoria, BC V8W 9R1
Telephone 250-356-0263
Facsimile 250-387-7874
Web www.bcimc.com

