The proposal may indeed be an appropriation of member-owner capital. The proposal would take
@$1B in member-owner capital resources into a project that has not been well outlined to the memberowners and where Coast Capital would be the pioneering player, with the attendant risks. In particular,
the pending changes to capital requirements for banks, and the transitional provisions of the Bank Act
for 'federal credit unions' both imply potential need for the new entity to enhance its capital base. The
dominant framework under the Bank Act does not foster the co-operative ownership model.
Experience in other countries will lead one to foresee hybridization or demutualization.
It may be far more fair to Coast Capital members to deal with this set of issues now, while they have
control of the enterprise rather than defer to some time in the future when their interests will be
substantially diluted. We refer you to the work of Kevin Davies on demutualization in Australian credit
unions.
A Coast Capital conversion, and other conversions to federal jurisdiction, will disadvantage the
provincial government and leave our BC government, businesses, and consumers more reliant on the
banking oligopoly supervised by the senior level of government. The joint and several principle has
allowed government to rely on credit unions to take care of themselves; but the departure of large credit
unions may leave the BC government more exposed. A smaller pool of credit unions would be less
able to shoulder a dramatic event.
And contrary to the interest of BC citizens, consolidation at the federal level will erode competition and
innovation in our province. A BC based financial services sector is both a counter-weight to the federal
entities, and a potential partner in both good and bad times. National financial intermediaries have a
built in 'pro-cyclical bias'; they restrict credit to depressed regions – extending periods of economic
distress.

While we can acknowledge the business opportunity that the Coast Capital board sees in pursuing this
strategy, it is likely taking the financial co-operative model to a scale where it does not function well.
While the 'growth imperative' may be viewed as positive in many ways, at scale the ownership
structure of credit unions exhibits weaknesses that need to be attended to if 'the members' interests' are
to be truly best served. The interests of insiders – management and directors – must somehow be
acknowledged as these grow more entrenched in larger credit unions. It is likely up to government and
the commission to ensure that the primary position and interests of the owner-members are respected.
Thank you for your consideration. If we might expand on any of these observations, please feel free to
contact us.

Sincerely:
Ross Gentleman
Ross Gentleman
Director, on behalf of the CCEC Credit Union Board of Directors

