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Thank you, Bruce, and good morning everyone.

I’d like to start by thanking the Financial Management Institute for inviting me to speak today.  I very much appreciate the opportunity join my colleagues, Mr. Ralston and Ms. MacDonald, on this panel.  I look forward to a great discussion with all of you who are here.  

Today we are here to discuss the changing roles of the chief financial officer and the chief audit executive.  

One of the reasons I was asked to be here is that I bring the experience of the private sector to the panel.  I’m happy to share the insights I’ve learned in my current role as Chief Financial Officer at BMO Financial Group.

But in fact, in a way, I’m very new to the role of a private sector CFO.  Let me explain - I spent all of my career in public accounting until I joined BMO last March.

As you may know, I was asked by BMO’s chief executive officer, Bill Downe, to take on the role on an interim basis while the company’s CFO, Karen Maidment, recovered from an illness.  I’ve had big shoes to fill, and I’m pleased to have had the opportunity to be a part of one of Canada’s premier financial institutions.

When I started, it was clear that my role was very different than what I expected.  I had a great deal of financial services experience in my accounting career, but the CFO job at BMO bore little resemblance to what I knew at Deloitte and Arthur Andersen.  

First of all, I was taken by just how large and complex, an institution the bank is.  

I also saw how the focus was very different compared to Deloitte.  Instead of a focus on external clients and revenue, I found myself focusing on internal clients like our board of directors and Management Committee and responding to regulators and analysts.

At Deloitte, meetings were usually held in response to a client need.  At BMO, there is very strong corporate governance which leads to a very structured meeting schedule to fulfil regulatory and management requirements.  

In the current environment, I expect this focus on regulation and oversight to continue and even expand.  The credit crisis that has affected economies across the world has already led to a number of examples of government intervention, and we can certainly expect further regulations from our elected governments.

Oversight is significant at the bank.  Whether it’s our Board of Directors monitoring the activities of management, or outside regulators like OSFI, the Bank of Canada or the Ontario Securities Commission looking at all our various operations, we are constantly under scrutiny.

Just as one example on the internal side, we have our quarterly meeting with our audit committee of the board.  It’s an important meeting, involving not only finance but legal and compliance and corporate audit, with a clear focus on financial reporting and external regulatory obligations.  We meet with the chair of the committee beforehand to review the agenda and any important matters.  Meetings generally last four hours.

Now, please don’t misunderstand me.  I know that this kind of language – regulation, oversight, etc. – sounds somewhat negative.  But really, I’m just trying to be descriptive.  Given the strength and breadth of the impact that Canadian banks have on investors across the country, I’m sure you’ll agree that this level of oversight is highly appropriate. 

I am certainly enjoying the CFO role though it’s a role that hasn’t been without surprises.  For instance, I was struck by how much less of my time was spent on my own specific area of expertise - accounting.  I certainly assumed that the resolution of accounting issues would be a big part of my role.  But BMO has a large and knowledgeable finance group that resolves the vast majority of accounting issues on a day to day basis.  Each quarter, there are only 5-10 accounting issues that I get deeply involved in.

Instead, my role has had more of a strategic component.  For instance, a significant amount of my time is taken up with investor relations.  The bank is in constant contact with analysts and institutional investors, and we have the important role of communicating to them our strategy and results of our business.  

Whether it’s in our quarterly conference call on the day we release our results, or in ongoing private meetings, we work hard to be very proactive with stakeholders in the investment community.  We seek out those analysts who cover us and investors who either do or might hold our stock, to ensure they have the best information about us.  

Analysts representing around 15 investment banks and investment firms, require this information to tell their clients whether BMO is a worthy investment.  Investors seek out advice from these analysts, and a word from one of them in a report or a media comment can have a significant impact on our share price in both the short and long term.

We also maintain relationships with the major institutional investors such as pension plans or asset managers.  

These groups are significant holders of our stock.  So naturally, keeping strong lines of communication open with them is very important.  If they hold our stock, we want them to have all the public information about us so they can make the best decisions about BMO as an investment.   Working on these relationships take up a significant amount of my time, and with good reason.

A very important part of my role is my direct reporting relationship to the CEO, Bill Downe.  Bill and his corporate direct reports – Chief Financial Officer, Chief Risk Officer, Chief Information Officer, and Head of Human Resources have offices next to each other and to Bill at our head office to facilitate effective communication.

I provide him with insight and counsel on financial targets, forecasts, how we are perceived in the investor community, and on capital and funding.  

One particular responsibility that I share with our CEO goes back to the points I was making about oversight and regulation.  After a number of regulatory changes that came into effect earlier this decade, it is now obligatory for myself and Mr. Downe to attest, personally, to the accuracy of our financial results and the adequacy of internal controls over financial reporting.  I take particular interest in every corporate audit report to see what internal control weaknesses have been identified and how they are being rectified.  We have a separate finance team that manages our SOX 404 attestations process.

I also work closely with the bank’s Chief Risk Officer on liquidity management, funding and capital strategies and valuations.    

Then there is the question of mergers and acquisitions.  In the past few years, we have made a number of acquisitions, particularly in the United States.  When we consider an acquisition, we have a team looking at the legal, tax and financial implications of the transaction.  We seem to always be looking at various transactions.

I’ve spoken a great deal about the strategic elements of being CFO at BMO, and I’d like to reiterate how surprised I was myself at just how strategic the job is.  But that doesn’t preclude the more granular work that happens under me.  

I am responsible for a number of other important tasks – business planning, taxation, funding and capital. 
At the moment, liquidity and funding are a key focus of our finance group.  Managing the balance sheet in such volatile times is increasingly important.  With the rising costs of funds, how those costs of funds are allocated to each business is critical.  You must ensure each business understands their higher costs and the need to pass those costs on to a customer.   However, you want to avoid demotivating lines of business who may think the higher costs make their products unprofitable.

In my last example, I want to return to one of the themes of our panel today, that of the CFO relationship with the Chief Audit Executive.  In BMO’s case, our corporate audit director reports directly to the CEO.  But as you might imagine, I have a keen interest in his reports about the effectiveness of the controls we have in place to ensure we fulfil any number of legal and regulatory obligations.  Regulators are looking to corporate audit areas more and more to help assess the bank’s risk, profile, liquidity, funding and capital adequacy.  While we don’t have an explicitly defined reporting relationship, I meet with our chief auditor every quarter to review his assessment of the bank’s control framework.

As we continue through our discussion today, I think the differences between my work in the private sector and my colleagues’ work in the public sector will be demonstrated in rather sharp relief.  

But in the end, we are all working to provide information to stakeholders, to support our own institutions as best we can.  

I’m sure that we will all gain the benefit of each others’ expertise and take back to our respective organizations a real sense of what has been successful.  In the Q&A period, I’d be pleased to provide you with more examples of the kind of work I have been doing at BMO, and my thoughts on any questions you might have.

To conclude, I’d again like to thank the Financial Management Institute for inviting me to join my colleagues on today’s panel.  And thanks to Bruce for being the moderator for the discussion we’re about to have – I’m looking forward to a great discussion.

Thank you very much.

