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It may have been nearly a year 
since UBC began to be affected 
by the subprime loan failure ear-
lier this year that caused the uni-
versity to lose millions of dollars, 
but the fallout continues. While 
two senior university officials 
tied to the loss have abruptly 
left since the original disclosure, 
UBC is keeping tight-lipped about 
the incident.  

The Ubyssey reported in 
early January that UBC had suf-
fered an estimated $18 million 
loss in investments’ value. The 
university invested $122 mil-
lion in non-bank sponsored “as-
set-backed commercial paper” 
(ABCP) which make money by 
gathering interest from debts, 
usually corporate. The ABCPs 
were connected to US subprime 
loans resulting in the large loss 
of funds.

According to a document 
published by the UBC Treasury in 
May, “UBC revised this estimate 
to $37.9 million due to further de-
terioration in market conditions 

and as a result of detailed analysis 
of recently released information 
by two third-party experts.” 

Acting UBC Treasurer Peter 
Smailes says that the remaining 
$122 million have been frozen in 
order to prevent realizing the esti-
mated $37.9 million loss in value 
at the current state of the market.

Smailes also said that UBC 
will compensate for these losses 
through excess investment in-
come, meaning UBC will have less 
discretionary funds. Smailes also 
noted that this would not affect 
current budgets, as the univer-
sity does not budget investment 
funds because of normal market 
fluctuations.

One  critic of UBC’s financial 
management is Bruce Ralston, 
MLA for Surrey-Whalley and pro-
vincial finance critic for the NDP. 
“It is notable that apparently the 
BC Investment Management Cor-
poration (bcIMC) which manages 
$83 billion in provincial assets, in-
cluding the public sector pension 
plans, decided that this asset class 
was not a suitable investment,” he 
said in a January letter to the Audi-
tor General.

However, the university did 
not heed the bcIMC’s warning.

Minister of Finance Carole Tay-
lor said that UBC was not obliged 
to follow the guidelines or invest-
ment advice of bcIMC. Minister of 
Advanced Education Murray Coell 
told the BC Legislature in April 
that the UBC Treasury received 
their “advice from money market 
brokers of the major chartered 
banks and relied upon the ratings 
approved by Dominion Bond Rat-
ing Services.” 

The University Presidents’ 
Council told Coell that “when first 
made aware of the challenge in 
this area, the university moved 
quickly to limit its exposure and to 
communicate the challenge to the 
community.” However, Ralston 
raised this issue of transparency 
earlier this year.

“Well, perhaps I could suggest 
that it doesn’t appear that the min-
ister’s oversight of this important 
public institution is taking place at 
all,” said Ralston at the time. “This 
is the most basic level of public 
disclosure, and it’s not being done. 
I think it’s shocking, frankly.” 

Two key players in the incident 

have left the university in the past 
few months. Halfway through his 
six year term as VP of Finance, 
Terry Sumner abruptly retired 
this May. In September, UBC’s 
treasurer Byron Braley was fired. 
UBC administrators have told The 
Ubyssey that Braley’s departure 
was linked to the millions lost 
through the subprime crisis, and 
followed an investigation by the 
UBC Audit Department.

Despite this, when asked about 
this connection, Lisa Castle, acting 
VP Finance, said, “The university 
does not comment on confidential 
personnel matters as a matter of 
practice, and in fact is precluded 
from doing so under protection 
of privacy legislation....Mr Sum-
ner retired in early May, and Mr 
Braley’s employment relationship 
ended approximately four months 
later in early September.”

Inquiries to the UBC Board 
of Governors office and the UBC 
Audit office resulted in a referral 
to Scott Macrae of UBC Public Af-
fairs. Macrae said that the univer-
sity is not making the link between 
Braley’s termination and the $18 
million  lost in investments.

Alex Lougheed, VP Academic 
and University Affairs for the 
AMS, is critical of the lack of 
transparency. 

“It would be great if the institu-
tion had a clearer, more detailed 
and transparent mechanism of 
disclosure about its finances,” he 
said, citing ancillary departments 
of the university—such as Athlet-
ics or Plant Operations—as well 
as Properties Trust as areas that 
lacked financial openness at UBC.

Ralston believes there is a lack 
of accountability surrounding this 
issue. “UBC was very dismissive of 
my concerns when I raised them. 
They didn’t accept any responsibil-
ity in the sense that they said the 
decision to buy those instruments 
was a decision by UBC.”

Ralston is still wary of the sub-
ject. “[It’s] a profound lack of basic 
accountability from UBC, its offi-
cials and the Minister of Advanced 
Education normally responsible 
for the institution,” Ralston said. 
“This is by anyone’s standards, a 
large amount of money, obviously, 
and they don’t seem to be willing 
to be very forthcoming at all about 
answers.” U
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“"is is by anyone’s  
standards, a large amount 
of money, obviously, and 
they don’t seem to be will-
ing to be very forthcoming 
at all about answers.” 

—Bruce Ralston, 
NDP Finance Critic
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1 Due to fallout from the subprime 
mortgage investigation, UBC loses an 
estimated $18 million dollars from its 
investment fund.
2 UBC freezes its remaining $122 
million invested in asset-backed 
commercial paper, in order to stop its 
losses from reaching an estimated $38 
million.
3 During the summer, VP Finance 
Terry Sumner abruptly retires halfway 
through his six-year term. 
4    In September, UBC Treasurer Byron 
Braley is !red by the university.
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