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ORDERS OF REFERENCE

House oF COMMONS,
MonpAy, February 7, 1966.

Resolved,—That the following members do compose the Standing Commit-
tee on Public Accounts:

Messrs.
Baldwin, Leblanc (Laurier), Thomas (Maisonneuve-
Ballard, Lefebvre, Rosemont),
Bigg, Morison, Thomas (Middlesex West),
Cameron (High Park), Muir (Lisgar), Tremblay,
Dionne, Prittie, Tucker,
Flemming, Racine, Winch,
Forbes, Stafford, Winkler,
Gendron, Tardif, Yanakis—(24).

Hales,

THURSDAY, February 17, 1966.

Ordered,—That the names of Messrs. McLean (Charlotte) and Mandziuk be

substituted for those of Messrs. Yanakis and Winkler, on the Standing Com-
mittee on Public Accounts.

THURSDAY, March 3, 1966.

Ordered,—That the name of Mr. Noble be substituted for that of Mr.
Mandziuk on the Standing Committee on Public Accounts.

MonpAY, March 28, 1966.

Ordered,—That the Public Accounts Volumes I, II and III for the fiscal
years ended March 31, 1964 and March 31, 1965, and the Reports of the Auditor
General thereon, tabled on February 16, 1965 and February 1, 1966, respective-
ly, together with the reports and financial statements of the Canada Council for
the fiscal years ended March 31, 1964 and March 31, 1965, and the Reports of
the Auditor General thereon tabled on July 14, 1964 and March 7, 1966,
respectively be referred to the Standing Committee on Public Accounts.

Attest.

LEON-J. RAYMOND,
The Clerk of the House.
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MINUTES OF PROCEEDINGS

TuESDAY, March 1, 1966.
(1)

The Standing Committee on Public Accounts met this day at 10.50 a.m., for
organization purposes.

Members present: Messrs. Ballard, Flemming, Forbes, Hales, Lefebvre,

McLean (Charlotte), Muir (Lisgar), Prittie, Racine Stafford, Tardif, Thomas
(Maisonneuve-Rosemont), Tremblay, Tucker (14).

The Clerk attending, and having called for nominations, Mr. Tucker
moved, seconded by Mr. Tardif, that Mr. Hales be elected Chairman of the
Committee.

There being no further nominations, Mr. Hales was declared elected as
Chairman.

Mr. Hales thanked the Committee for the honour conferred on him.

Mr. Tremblay moved, seconded by Mr. Tardif, that Mr. Lefebvre be elected
Vice-Chairman.

Mr. McLean (Charlotte) moved, seconded by Mr. Tucker, that Mr. Tardif
be elected Vice-Chairman; Mr. Tardif declined the nomination.

There being no further nominations, Mr. Lefebvre was declared elected as
Vice-Chairman and thanked the Committee for the honour.

On motion of Mr. Prittie, seconded by Mr. Muir (Lisgar),

Resolved,—That a Sub-Committee on Agenda and Procedure, comprised of
the Chairman and four members to be named by him, be appointed.

At 11.00 a.m., the Committee adjourned to the call of the Chair.

TUESDAY, April 5, 1966.
(2)

The Standing Committee on Public Accounts met this day at 9.40 a.m. The
Chairman, Mr. A. D. Hales, presided.

Members present: Messrs. Baldwin, Bigg, Dionne, Flemming, Forbes, Hales,
Leblanc (Laurier), Lefebvre, Muir (Lisgar), Noble, Thomas (Maisonneuve-
Rosemont), Thomas (Middlesex West), Tremblay, Tucker, Winch (15).
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6 PUBLIC ACCOUNTS April 5, 1966

In attendance: Mr. A. M. Henderson, Auditor General of Canada; and
Messrs. Long, Stokes, Smith, Douglas, Crowley, Gilhooly, Cooke and Laroche of
the Auditor General’s office.

The Clerk read the Committee’s Order of Reference dated March 28, 1966.

On motion of Mr. Leblanc (Laurier), seconded by Mr. Thomas (Middlesex
West),

Resolved,—That the Committee print 750 copies in English and 350 copies in
French of its Minutes of Proceedings and Evidence.

The Chairman, after making an introductory statement, announced the
composition of the Subcommittee on Agenda and Procedure as follows: Messrs.
Hales, Lefebvre, Baldwin, Tardif and Winch.

Mr. Henderson made a brief statement on the function and role of the
Auditor General and then introduced his senior officers.

The Committee then reviewed the follow-up report by the Auditor Gen-
eral, dated February 28, 1966, on the action taken by departments and other
agencies in response to recommendations made by this committee.

Mr. Henderson was examined on his follow-up report, assisted by Mr.
Long.
On motion of Mr. Winch, seconded by Mr. Baldwin,

Resolved,—That the follow-up report of the Auditor General be printed as
an Appendix to the Minutes of Proceedings and Evidence of this day. (See
Appendix 1).

At 11.25 a.m., the Committee adjourned to the call of the Chair.

M. Slack,
Clerk of the Committee.



EVIDENCE

TuesDAY, April 5, 1966.
® (9:40 a.m.)

The CHAIRMAN: This is the first meeting of the Public Accounts Committee.
There are one or two observations I should like to make. First of all, when you
are speaking I hope that each one of you will speak directly into the micro-
phone in front of you. We want everybody to hear what is being said, and,
secondly, if you would endeavour to sit in the same seats each meeting, it will
help the translators and it will help your Chairman to spot the members who
wish to speak. I would first of all ask our congenial clerk, Mr. Slack, who has
been with the Public Accounts Committee on other occasions, to commence our
meeting by reading the order of reference.

CLERK OF THE COMMITTEE:

Monday, March 28, 1966. Ordered, that the Public Accounts volumes
one, two and three for the fiscal years ended March 31, 1964 and March
31, 1965, and the reports of the Auditor General thereon, tabled on
February 16, 1965, and February 1, 1966, respectively, together with the
report and financial statements of the Canada Council for the fiscal years
ended March 31, 1964, and March 31, 1965, and reports to the Auditor
General thereon, tabled on July 14, 1964, March 7, 1966, respectively, be
referred to the standing committee on Public Accounts.

Léon-J. Raymond.

The CrAIRMAN: Gentlemen, that is the work lined up for us. Now, would
someone care to move that the committee print 750 copies in English and 350
copies in French of its Minutes of Proceedings and Evidence.

I might say that these numbers of 750 and 350 have been checked with the
distribution people and they are in order.
Mr. LEBLANC: I so move.

Mr. THOMAS (Middlesex West): I second the motion.
Motion agreed to.

The CHAIRMAN: I have one or two introductory remarks, gentlemen. First
of all, members of the committee will have noted the widespread publicity
given again this year to the Auditor General’s report following its tabling in the
House on February 1. I have read many of these editorials in English and in
French newspapers and I believe our committee has a big service to perform
again this year in keeping faith with the taxpayers of this country. As you
yourselves will have read, little has been left unsaid in the press as to what the
taxpayers expect from their members of parliament and the Public Accounts

7



8 PUBLIC ACCOUNTS April 5, 1966

Committee, now that it is charged by parliament with examining the reports of
the Auditor General for 1964 and 1965. I am sure we can all be most grateful to
the press for their attendance at our meetings and their excellent coverage and
cooperation.

I should like to pay tribute at this time to my predecessors in office since
1958, first, Mr. Alan Macnaughton and then Mr. G. W. Baldwin, under whose
guidance this committee has established an enviable record over the past eight
years in terms of work done and recommendations made. However, the fact that
so many of its recommendations have not been acted upon by the executive is
something I believe we should tackle as our first item of business when dealing

with the Auditor General’s follow-up report and this will be distributed to you
this morning.

Before deciding on witnesses to be called, I suggest that we examine first
the Auditor General’s follow-up report, and then move to his 1964 report. Items
in these two reports, on which later information is available in the 1965 report,
might be set aside until we are ready to discuss that report. Thus, after a few
meetings, we can decide about witnesses and corporations to call and set up our
dates accordingly.

It is necessary that each member of the committee devote as much time as
he can to studying the reports and related material in advance of discussion in
the committee, and in order to assist you in this I propose to, as much as
possible, tell you at the close of each meeting what we will be taking up at the
next meeting so it will give you a chance to do a little homework.

The reports of the Auditor General deal with the various items he has
selected for criticism. As you know, they are items disclosed in the course of his
work and investigated to the point where he believes the facts should be made
known to parliament and to this committee. His reports are not efficiency ones.
Rather do they aim at promoting efficiency by pointing to many transactions
where there is evidence of waste, inefficiency or weakness of system. After
discussion of each item, we must decide, among other things, whether the
money voted by parliament has in fact been effectively and efficiently spent. We
are free to question any of the officials of the departments, agencies and crown
corporations on the facts disclosed by the Auditor General. After we have
reported our conclusions and recommendations to the House we expect these
departments, agencies and crown corporations to report back promptly and say
what they have done to put matters right.

It is important for us to understand that the Auditor General functions as a
permanent adviser to this committee and I know I speak for all of the members
when I say that we intend to make good use of his advice.

He is an officer of parliament and this committee provides the only channel
open to him where he can discuss and review his work.

The independence of the Auditor General is the source of his greatest
strength. It is the responsibility of the members of the House and particularly
members of this committee to render him every possible assistance aimed at
safeguarding the independence of his position and the operations of his office. I
might say in that connection that this committee in the past has made a number
of recommendations aimed at revising Part VII of the Financial Administration
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Act for the express purpose of safeguarding his independence. However, as you
will note from the follow-up report, no action has been taken yet by the
executive. I know that all of the members will share my view that we should
examine this situation particularly closely.

Well, now gentlemen, I would like at this time to name the members of the
Steering Subcommittee whom I have spoken to and asked to work on the
subcommittee on Agenda and Procedure. They are Mr. Baldwin, our past
Chairman, Mr. Lefebvre, our Vice-chairman, Mr. Tardif, Mr. Winch, and your
Chairman is the other member of that committee.

Now I would like to call on our Auditor General, Mr. Henderson.

Mr. WincH: Just before you do that, could I ask a question of you sir. In
view of your outline of the procedure which we are going to follow and the
order we are going to take the information, I would like to ask whether or not
yourself as Chairman, upon occasion, will consider moving up certain matters of
interest. I am not going into detail but I have in mind a particular matter. In
our past meetings we were told that certain illegalities of the Revenue
Department are being continued.

The CHAIRMAN: Mr. Winch, in the past we have done that and I see no
reason why the committee would not do it again.

Now, Mr. Henderson, our Auditor General, will introduce to you his staff
who have been kind enough to join us this morning and the meeting will
continue under Mr. Henderson’s guidance.

Mr. A. M. HENDERSON (Auditor General): Thank you, Mr. Chairman and
members of the committee. Before making these introductions I should like to
say to you how pleased I am to appear before you again today at the
commencement of the sittings of the committee. As your Chairman has pointed
out, I do so in my official capacity as an officer of parliament in which I have
been traditionally the adviser of this committee.

(Translation)

It gives me special pleasure to welcome this morning those members
of the Committee who come from my own province. I have been a
member of the “Institut des comptables agréés du Québec” for eighteen years.
I must admit, however, that I am afraid I do not speak French as fluently as
I would like. So because my business is strictly facts and figures I had better

revert to my native tongue. As the old proverb goes: ‘“discretion is the better
part of valour”.

(English)

I might now perhaps say a word to you about the function and the role of
the Auditor General. His functions and responsibilities are outlined in Part VII
of the Financial Administration Act. By law he is entitled to free access at all
convenient times to all files, documents and records relating to the accounts of
every government department, crown corporation and agency, and he is also
entitled to require and receive from members of the public service such
information, reports and explanations as he may deem necessary for the proper
performance of his duties.
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Section 67 of the Financial Administration Act requires the Auditor General
to examine in such manner as he may deem necessary the accounts relating to
the Consolidated Revenue Fund and to public property, and to ascertain
whether in his opinion, among other things, money has been expended for the
purposes for which it was appropriated by parliament and the expenditures
have been made as authorized.

Section 70 of the Act requires the Auditor General to report to the House of
Commons each year on the results of his examinations. Among the matters upon
which he is specifically required to report in relation to expenditures is any case
where any appropriation has been exceeded or was applied to a purpose or in a
manner not authorized by parliament, and any case where an expenditure was
not authorized or was not properly vouched or certified. In addition, he is
required to report any other case that he considers should be brought to the
notice of the House of Commons.

I should now like, Mr. Chairman, to take a moment to introduce to you the
senior officers I have brought here today for this purpose. It is not intended that
they should all attend each of the sittings together in this way. Generally
speaking, I shall have present those of my Audit Directors who are responsible
for the matters with which you are dealing at the time.

First I should like to introduce to you Mr. Geerge Long C.A., who is on my
right and who is the Assistant Auditor General. Mr. Long has had a long and
distinguished career in the Audit office. He will be participating in all of the
meetings with me.

I would now like to ask Mr. J. R. Douglas if he would rise. He is my Audit
Director whose prime responsibilities are the accounts relating to National
Defence operations, together with the Department of Industry, the Department
of Defence Production and their related crown corporations.

I will now ask Mr. Crowley to rise. He is my Director in charge of the
Revenue side of our work. With Mr. Crowley is Mr. Marcel Laroche, the
Assistant Director. The work of these men has particular responsibilities
involving as it does all of the Revenue side, that is to say Customs, Excise,
Income Tax and related taxation, the Post Office, National Research Council,
Royal Canadian Mint, the Exchange Fund and similar areas.

I would now introduce Mr. Edward Cooke, C.A. He is my Director who
deals with the responsibilities we have here in the House of Commons, in the
Department of Finance, including the Central Pay Office, and the Superan-
nuation Branch and the Department of Citizenship and Immigration. I might
mention that Mr. Cooke, who has served 12 years in the Audit Office, was
promoted to this position in January of this year replacing Mr. Stewart
Chapman who retired after a career in the Audit Office extending over 32 years.
I believe a number of the members present will recall M. Chapman’s appear-
ances before the committee.

I shall now ask Mr. Frank Gilhooly if he would rise. He is my Audit
Difector in charge of work on the Welfare side, involving the departments of
National Health and Welfare, Veterans Affairs, Labour, Unemployment Insur-
ance Fund, Department of Justice, and so on.

)
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The next Director I want to introduce to you is Mr. Douglas Smith whom
many of vou know. He is my Director in charge of what I might loosely
describe as the larger spending departments, for example Public Works,
Transport, Mines and Technical Surveys, Northern Affairs, and National Re-
sources, and so on.

And lastly, Mr. A. B. Stokes, C.A., who is my Director in charge of such
departments as External Affairs, Agriculture, Privy Council, Trade and Com-
merce and the majority of the crown corporations that we examine and which,
as you know, include some large ones.

This completes my introductions, Mr. Chairman, and perhaps these few
words may serve to give members a brief idea of the way in which our office is
organized and how we assign and go about our work. I should explain to you
that each of the men I have introduced to you is in charge of a branch
and supporting staffs. The Audit Office is divided into six branches over which
these Directors preside and we work very much together as a team. If there are
any questions at all, Mr. Chairman, from any of the members, I should be most
happy to answer them.

The CHAIRMAN: Thank you, Mr. Henderson. We appreciate having your
battery here. We assure you we have the firing squad out in front; but we will
try and be as congenial as possible at all times. We are very pleased to have
your staff with us.

Mr. HENDERSON: Thank you very much.

The CHAIRMAN: Now, we have the follow-up report.
Mr. WincH: May I ask a question?

The CHAIRMAN: Yes.

Mr. WincH: Could I ask Mr. Henderson this question. In view of the
number of the presentations made to this committee in the past, that one of
your major problems was not sufficient staff to do more than a rough spot check
and because of what you discovered in your spot checks, you felt it neces-
sary to be able to increase your spot checks, could I now ask whether or
not you are in a position to do more of spot checking than in the past?

The CHAIRMAN: Mr. Winch, this is a good subject. It is in the follow-up
report and will be discussed when we come to that. Now, Mr. Tremblay?

(Translation)

Mr. TREMBLAY: Mr. Henderson, you have mentioned that under the Fi-
nancial Administration Act the Auditor General has two main functions, one of
which is to indicate first, whether expenses were incurred in accordance with
the legislation enacted by the government, and, secondly, whether any changes
were made in the use of funds from credits ear-marked by Parliament. The
second function is quite general and allows the Auditor General to make any
comment to the House concerning the use of funds. I should like to know on
what criteria is based this second function permitting the Auditor General to
make any remarks or comments to Parliament on the use of funds.
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(English)
The CHAIRMAN: Mr. Henderson, would you care to comment?

Mr. HENDERSON: Yes, Mr. Chairman. I would refer you to the sections of the
Financial Administration Act which are set forth in my report on the first page,
paragraph 2, where it states that the Auditor General shall report annually to
the House the results of his examination, and then it lists the things to which he
should call attention and it concludes by saying ‘“and to any other case that
the Auditor General considers should be brought to the notice of the House of
Commons”. I, of course, deal with all of the cases that are listed there, and my
interpretation of the last clause has been to bring as much common sense and
fairness as I possibly can to my judgment in reporting those things to the
House which I believe the House should know and to give the reason. I think as
we study my report, you will be in a better position perhaps to come back to
this question. I shall welcome a discussion with you.

The CHAIRMAN: Mr. Tremblay, would you mind speaking into the mike?

(Translation)

Mr. TREMBLAY: Must this last clause be interpreted in relation to the items
listed here in a, b, ¢, d, e, £? I ask this question because, and we shall probably
refer again to this when studying the report, certain items indicated by you in
your report are items or decisions made, let us say by the Treasury Board,
where funds were allocated in pursuance of a vote and where you commented
on a decision which had not been made in accordance with the regulations
established by the Treasury Board. Therefore I ask, in this instance, under what
section of the Act or under what vote established in the estimates such a
remark may be made?

(English)

Mr. HENDERSON: I think the interpretation of this section, Mr. Tremblay,
does, and I think you will agree, must rest with the Auditor General in such
cases—This is borne out by the practice back to the inception of the Office in
Westminster on which considerable has been written and said—dealing with
matters and cases which the Auditor General believes should be brought to the
notice of the House of Commons involving for example, waste and extravagance
which he conceives it his responsibility to bring to the attention of the House.
Again, there are many cases where the intent of parliament and the legislation
has not been clear. It has always seemed to me proper that he ask parliament
what the intent of that legislation is, and we shall be encountering a number of
cases here in which that question is posed.

I make no apologies for the manner in which I have interpreted this section
in so far as waste and extravagance of public money are concerned and where
non-productive expenditures have resulted in a substantial loss of public funds.
In fact, it is at the express direction of this committee that I bring forward each
and every case of non-productive expenditure I encounter in my work. Possibly
you have reference to some of these as not falling in this class, but I am acting
here under the express direction of this committee.
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It may be at that time the committee will wish to alter this direction. I my-
self am on record as inviting and asking for a definition of non-productive ex-
penditure. It is generally conceded to be a case where value is not received for
money and there are many borderline cases. It may be that a lot of experience
was received, if you want to call that value. It calls for the exercise of judgment
and I do not have to tell you that every paragraph in my report is shown in its
final text form to the deputy ministers and to the officials of the department
concerned and is checked by them before it goes into my report. So I should be
more than happy if you could cite any specific cases under this heading which
You would like to explore further. I would, in fact, welcome it in so far as I
think it would help both of us.

Mr. BALpwiIN: Just as clarification and if I might, I would like to lead up to
what is I think a case in point. Is it not correct, Mr. Henderson, that in the
pursuit of your duties you interpret them, and particularly under this latter
clause, you brought to the attention of this committee a number of recommen-
dations of the Glassco Committee which had not been implemented? This
Committee backed you up in that and in its view suggested that it is part of
your function and part of your duty to do this and to continue to bring to the
attention of the committee all those areas in connection with the Glassco
Commission where there had not been the implementation which you felt would
result in savings and in lack of duplication and in no waste. Am I correct in
that?

Mr. HENDERSON: Yes. I am obliged to you for bringing that matter up, Mr.
Baldwin. I do not know whether Mr. Tremblay had that particular case in mind
but I discussed the situation in this committee as I saw it about three years ago
and it was a direct result of their instruction to me that I reported in my 1965
report on the results of my check. I refrained from doing so in 1964, for what I
considered a very sound reason, namely, that at that time the Treasury Board
were engaged in a detailed and special study of this situation, and I felt that it
was only proper that they should be given a chance to complete it, notwith-
standing the fact that several years had elapsed since the particular report had

been published.

The CHAIRMAN: Mr. Tremblay, maybe when we come to this section
“non-productive account” you might like to bring this matter up again under

that heading.

Mr. WiNcH: Mr. Chairman, I just have one question here for clarification.
Your introductory remarks were excellent, sir. We have just now been handed
the follow-up report by the Auditor General to the Standing Committee on
Public Accounts on the action taken by departments and other agencies in
response to recommendations made by the Committee. Do I understand correct-
ly that among the first order of business of this committee will be consideration
of past recommendations of this committee that have not been followed
through, and the calling of witnesses to give an explanation of why a parlia-
mentary committee’s recommendations have not been concurred in or acted
upon.
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The CHAIRMAN: Mr. Winch, our report to the House will be based peri-
odically on the subjects we have discussed. This is our first order of business so
our first report to the House will be on this, I would take it.

Mr. WINcH: And the first witnesses we can call will be deputies or
ministers who will be asked to explain why the recommendations have not been
followed through.

The CHAIRMAN: At the call of the committee, if you so decide. I think if Mr.
Henderson takes a quick run through this follow-up report—

Mr. HENDERSON: Would that be agreeable?

The CHAIRMAN: Would that be agreeable to this committee.
Agreed.

And it has been distributed.

e (10.10 a.m.)

Mr. WincH: One of the first things we should know is why the recommen-
dations of this committee have not been dealt with.

Mr. HENDERSON: Well, if we were to take a quick run through the report
the present situation would be self-evident, and then in your judgment you
could decide whether you want to stop there and consider this or whether you
want to move into the 1964 report and then the 1965 report, as the Chairman
said.

The comments I have made here are intended to be concise. There have
been a few developments since and I will mention them as we go along because,
as I say here, this is my report on the situation on February 28, 1966, and here
we are on April 5.

Mr. WincH: Mr. Chairman, I think it is rather ridiculous, if a committee of
this importance, after consideration, makes recommendations and nothing is
done about them.

Mr. HENDERSON: I might start out, Mr. Chairman, with page 1 by saying to
you that I indicate how in accordance with your instructions I sent the previous
reports to the Ministers responsible and I received replies from each of the
Ministers, either in detail or followed up later by a letter in detail, as you will
observe later, or else just a plain acknowledgment; and in addition, Deputy
Ministers of many of the departments have been most helpful in bringing the
information up to date.

Now, the first one is a carry forward from your fourth report, 1963. The
ones we are going to deal with are forty, that is to say the ones not fixed up yet.
The ones that have been implemented are listed at the end. There are ten. We
started with fifty. We have forty still outstanding.

Mr. WincH: There are forty which are still outstanding.

Mr. HENDERSON: That is correct. The first one from your fourth report 1963
has to do with second class mail in which you requested me to keep the matter
before parliament in my annual reports in order that subsequent committees may
give consideration to it. I have done this both in my 1964 report and in my 1965
report and I indicate the steps that the department has been taking in an
endeavour to improve its cost ascertainment procedures.
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To start at page 2, I go on to indicate that the loss in 1963-64 had been
estimated at $35 million. I do not at the present time have the 1964-1965
figures. The department is still working with experts they have engaged on
their cost ascertainment procedures and if I am correct I believe that a report
will be forthcoming this spring giving the first full year’s results under the new
cost ascertainment procedures.

The loss from second class mail, of course, remains at a substantial level
and I would suggest to you that this is a point that you might care to defer until
we move on to what I have to say in my 1965 report, by which time I would
hope that we might have something more definite from the Post Office De-
partment.

Departmental Operating Activities; there has been a standing request made
to me to continue to keep the development of this objective under close
surveillance and to report thereon to the committee. We watch this in the
course of our work. I can tell you that there has been steady improvement, but
the development of accurate periodic comparative financial statements is, in
many of our departments, dependent upon the progress of the Glassco recom-

mendations because this too was one of the Glassco commission’s recommenda-
tions.

I have a number of examples of steps that have been taken by the
department to meet this objective. I have in mind particularly, a letter from
Mr. Chagnon of the Department of Agriculture concerning the Agricultural
Stabilization Board, the Board of Grain Commissioners, and the Canadian
Government Elevators. We are continuing to press for this and much more has
to be done. I give specific examples of this again in my 1964 and 1965 reports so

that again I would suggest this is a subject you might want to leave until we
reach that point.

Internal Financial Control. Again there has been a standing request for me
to continue my examinations into this important area. I have the situation

updated for you in my 1965 report but as I say here, and I am speaking from
the bottom of page 2:

In my opinion, greater progress could be made in recognizing the
importance of internal audit. While a number of the larger departments
and Crown corporations possess their own staffs, a number have not yet
taken steps along these lines even though the circumstances justify it.

I regard the question of internal audit to be of considerable importance
because it has a strong bearing on my work. Depending on the efficiency that
the department can bring to doing its own internal auditing, I am able to rely
on it in planning my own tests because my work is essentially a test audit. It
has to be; I do not have the staff nor the means to do more than that. I place a
very high priority on the importance of a department’s system of internal
financial control, and if one of the management tools they have is an effective
internal audit group, even if it is only one man going around carrying out a
program which is satisfactory to us, then it is an added assurance and means
that I can place reliance on it. I do not mean to suggest by that that I am
seeking to avoid any responsibility; it is simply that, as in the case of all large
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businesses where you have an effective internal audit team working it not only
provides greater assurance to the management, but it also enables the external
auditor to do a better job.

Mr. Muir (Lisgar): Is it usual that all departments provide this internal
audit?

Mr. HENDERSON: No, the crown corporations have led the way in this. Some
of the larger departments have them, but this is a matter, Mr. Muir, which at
the present time is caught up in the Treasury Board’s attempts to bring about a
greater decentralization of authority to departments, as recommended by
Glassco, and I have told them—and I find that Dr. Davidson, Secretary of the
Treasury Board is in complete agreement with me—that I hope very much that
decentralizing such greater responsibility to Deputy Ministers will be accom-
panied by either a strengthening of the present internal audit set-up they have
or the introduction of one or two people to do that work in future.

The CHAIRMAN: It would appear to the committee, Mr. Henderson, that this
is one of the more important observations of yours, and if the committee feels
that they would like to leave it until we come to the 1964 and 1965 Reports we
will go into it more thoroughly.

Mr. HENDERSON: We will cover it in these two reports because I keep it
before you each year in my report.

Now, on the matter of Unemployment Assistance, we have been comment-
ing on this in the past reports, and as I say, we dealt with the matter both in
1964 and again in 1965. The last development here was a series of discussions, as
I mentioned, between federal and provincial government representatives in
January 1966 and in addition to this reference was made to it in the Speech
from the Throne. As I say, we have been informed that both the Department of
National Health and Welfare and the Department of Justice are currently
working on a draft of the Bill. Now Mr. Gilhooly, my director in charge of that
area, is with me today and if there is anything further on this I am sure we are
in a position to give it to you.

Number 5, Findings of the Royal Commission on Government Organization:
As mentioned earlier, I reported on this in accordance with your directions in
paragraph 7 of my 1965 report and I would suggest to you that this can
probably be best discussed when we reach that paragraph.

Regarding the Form and Content of the Estimates, this was the subject of a
study by a subcommittee of your previous committee and it brought down a
series of recommendations. You will notice that (a), which I can explain later,
was implemented and also a small item under (c¢) was implemented. But with
respect to (b), there has not yet been any action, nor has there been with
respect to the other point mentiond in (¢).

At the top of page 5 I point this out to you; that is to say, that the
recommendation that supporting financial information concerning the Crown
corporations and other public instrumentalities be included in the details of
services in the Blue Book of Estimates has not been done. At the same time in
your report, you asked that explanations be placed in the Blue Book for major
proposed increases in the establishments as between the previous year and the
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present year; That information has not been provided. But there has been

provided an appendix in the Blue Book listing the total public service employ-
ment by departments.

In my 1965 report we will be coming to a paragraph in which I show you
how the vote pattern actually used in the 1964-65 estimates differed in certain
instances from the pattern which had been considered by your sub-committee,
and I have no doubt that you will wish to ask some questions and possibly
discuss the matter with representatives of the Treasury at that time.

The CHAIRMAN: Mr. Henderson, as we go through your report, I know there
are observations of great'interest to each member of the committee and I would
ask members of the committee to write in the margin those with which they are
particularly interested so that when this comes up under the 1964-65 report
they will be prepared to put their questions to the officials or to Mr. Henderson.

Mr. HENDERSON: Number 7, “Living Allowance to Federally-Appointed
judges”, this was the case where your committee supported the observations
made by me and your recommendation is shown here. I can only advise you
that no action has been taken toward remedying this matter, and in my 1965
report, there are two additional circumstances which support my opinion that
the amounts of the living allowances being paid to federally appointed judges
are such that an element of remuneration is included therein and consequently

they are contrary to existing legislation covering payments to judges. I think
this is a matter you will wish to discuss.

Number 8, Governor General’s Special Warrants: It was as a result of my
comments on the items which were included in the previous Governor General’s
warrants that you recommended a study be made in this whole area. This was a
result of recommendations made at the time that we discussed it in a lengthy
meeting with the Secretary of the Treasury Board. However, I have not yet
been informed of any study having been made along these lines. I quote for
your information a reference made by the Minister of Finance on March 4, 1965
to the chairman of the committee.

The CuaAIRMAN: I wonder if I may interject in this one about Governor
General’s warrants. The past Chairman, Mr. Baldwin, made a speech on this
subject in the House. What was the date of the speech, Mr. Baldwin, do you
remember?

Mr. BALDWIN: It was on February 7th at page 810 in Hansard.

The CHAIRMAN: It might be well to read that speech. It deals with this
subject at some length.

Mr. WincH: I would like to ask one question on Number 8. Number 8, of
course, deals with recommendations that were made by the Public Accounts
Committee, and-yet, as I read the answer which was given to us, the govern-
ment said that whatever they will decide will be a matter to be presented to
parliament in the usual way. Now to me this is a little bit of arrogance and an
insult to this committee that we should be given an answer that anything that
they come up with will be presented to parliament in the usual way. I think this
committee is entitled to an answer yes or no on a matter of this kind, not to be
told that “if we decide anything it will be introduced to parliament in the usual

23939—2
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way.” I think it is a place where this committee should make it known that we
are sitting as a Public Accounts Committee of the House of Commons and we do
not expect this kind of answer on a matter that has previously been considered
by the Public Accounts Committee and a recommendation made thereon.

The CHAIRMAN: Now, Mr. Winch, the committee has the right to call the
Deputy Minister of Finance or the comptroller’s department, someone to come
to the committee and make their explanation on this. You might care to make
this later on—

Mr. BaLpwiN: Without asking Mr. Henderson to peer into the future, I
would not be at all surprised that next year’s report, which will be presented
next year, might have further comments on Governor General’s warrants.
Probably that was an obiter, and I should not have said it.

Mr. HENDERSON: Number 9, Remission of Sales Tax on Oleomargarine: This
was an objection taken by the committee to the way in which Section 22 of the
Financial Administration Act was being used to remit this tax and I am not
aware of any action having been taken to discontinue the practice; in other
words the practice continues.

Number 10, Cost of Gasoline Used in Departmental Vehicles at Ottawa:
This was a point which my officers brought to my attention and which I raised
in an earlier report because we found that attractive discounts might be
available and savings in the order of $158,000 might be obtained. I am happy to
tell you that subsequent to the preparation of this report the Treasury Board
advised Deputy Ministers on March 28 of an approval they had given on March
17 to a national credit card system to be used by all government departments
for the purchase of gasoline; and as a result of their negotiations with the
gasoline companies, they are estimating savings over the next year of the order
of $120,000. I believe the new system is to be effective April 1, 1966. It involves
credit cards, and it also involves discounts or quantity rebates. So I think that
we should remove this one and perhaps you would agree that your recommen-
dation has been achieved.

Number 11, Unemployment Insurance Fund and Its Administration: The
best answer that I could provide here was to quote from a letter the Minister of
Labour wrote to me a year ago in which he set down the position of the
government. The immediate point with which I am interested, of course, and so
are you, was the revision we would like to see in the Act whereby the
Auditor-General would be required to certify the financial statement of the
Unemployment Insurance Fund. In point of fact, I am doing this now, albeit
under an informal arrangement, and I may say that it is working out to the
complete satisfaction of the department and myself, and my certified accounts
are available in the Public Accounts.

The Board of Grain Commissioners—

Mr. Muir (Lisgar): Could the Auditor General tell us how does the fund
stand at the present moment?

Mr. HENDERSON: I just asked Mr. Gilhooly but he said he does not have the
present figures with him today.
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2 We show an up-to-date picture on this in my 1965 report, Mr. Muir. There
1s a paragraph on it which gives the figures through March 31, 1965, but if you
want it right up to date, that would have to be obtained from the department.

Mr. Muir (Lisgar): That is fine, thank you.

Mr. HENDERSON: The Board of Grain Commissioners: you will recall, the
expenses of this operation were exceeding its revenue by more than a million
dollars a year and the committee felt that something should be done about this
and asked me to keep the matter under review. Well, the fees were raised, and
as I indicate, whereas expenditures exceeded revenues in 1965 by $1,823,000,
had the increase which was made effective August 1, 1965, been effective during
that fiscal year, then the Board’s revenues would have been something less than
that figure or $1,760,000 greater. I am in the hands of the committee as to
Whether they feel this represents disposal of this matter. It will, of course,
remain under close serutiny in the years to come, but at least action was taken.

Now, Number 13 deals with my office, the point whic_h Mr. Winch men-
tioned earlier. My approved staff establishment has remamgd now for some
time at 220. My actual staff on strength is 198 at the present time, so that I am

22 people short.

Mr. WincH: Mr. Chairman, could I interrupt here, because I know that the
Auditor General may want to and should make a statement here. I think it is
time, at our first meeting here, to draw the attention of the new members and
the attention of those of us who have been on this committee ever since it was
first established to the fact that we have this problem of staffing of the
Auditor General’s office every year. We recognize his resppnsibilities and his
lack of staff, and finally I think it was absolutely on a unanimous decision that
We made certain recommendations to get away from the difficulty of the
Auditor General so that he could obtain—because he had told us that he could
Obtain them, if he had the authority—the required staff. Now we are told at the
bottom of the page 8 that no action has been taken. This matter has been
discussed over the years by the committee. Now once again we are told at our
first meeting that he is still up against exactly the same problem; that no action
has been taken whatsoever on the unanimous report of our committee in the
past. This is a matter Mr. Chairman, to which I ask you to give immediate high
Priority, and that we get an explanation as soon as possible of why this
important officer who comes under the control of the House of Commons and is
dealt with in this way. We want an answer why the unanimous report and the
recommendation of this committee have not been acted upon as yet.

Mr. HENDERSON: The solution you mention, of course, rests with the
government. It requires an amendment to the Financial Administration Act to
give me the authority to engage my own staff. I Work‘ec.i out, \ylth the help of
the committee in 1963, an arrangement with the Civil Service Commission
whereby one of their officers joined my staff as the secretary. gf the Audit
Office, wearing two hats, so to speak, who would be able to facilitate recruit-
ment. This arrangement has met with a certain dfegree of success, not all that
we would like because the figure of 220 is the estimate my officers and I have
placed on the minimum establishment we should have to carry out an effective
test audit in accordance with generally accepted auditing standards and within

239392}
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the framework of the present government organization. Nevertheless, we have
more people on staff since the last time I appeared before you. I should like to
go further and pay tribute to the work that my men have done and are doing.
We have been able to diversify and to increase the scope of our work to a
certain degree, not all that I would like to see, but within reasonable propor-
tions, and I feel it is essential and only fair to say this.

Now, in my 1965 report I tell you more about this, and at the same time I
am able to tell you that for the first time in the history of the Office of the
Auditor General of Canada, the Institute of Chartered Accountants of Quebec
has recognized this office for students, which is a tremendous help in bringing
young men in because it means they can obtain their degrees serving in my
service. This has never been recognized before and I am very hopeful that at a
meeting in approximately a month’s time the Institute of Chartered Account-
ants of Ontario will extend me similar recognition.

This is important from the standpoint of recruiting young men and places
me on a parity with the private firms. However, none of these things, in my
opinion, provides a complete answer. I can only agree that I think the Audi-
tor General should have the right to recruit his own staff and such help as he
needs. I would hope that an appropriate amendment to the Financial Ad-
ministration Act will continue to commend itself to you and be placed before
you by the government.

Mr. WincH: I know we all recognize the responsibility, the work and the
sincerity of all members of the Auditor General and his staff. But the fact that
year after year you state that you are short of staff, the fact that right now you
say you are 22 short means that you are not able to fulfill the job which you
think is your responsibility as Auditor General. Now, if I am incorrect, then
why are you 22 men short?

Mr. HENDERSON: Well, the governmental recruitment machinery is slower
moving than is the case in private practice, as I am sure Mr. Leblanc would
agree. What we are trying to do, Mr. Winch, is to get on with the job as best we
can with the tools we have got. I tell you that we have made progress, but not
all the progress I would like. Moreover I place a high degree of importance on
our day-to-day working relationships with the people we audit, namely the
Civil Service Commission and the Treasury Board. I think our relations
generally are good and it seems to me that there is an obligation on me to make
this thing work within that framework too. But I am not losing sight of my
goal. The figure of 220 is the desirable minimum objective. It is my figure.
Another man might say that it should be 250; somebody else might say it should
be 215. I picked this and that is my goal and the Treasury Department were
good enough to approve it as my approved establishment. I am just concerned
with filling it.

Mr. Muir (Lisgar): If your recruitment continues as it did last year, you
will be possibly up to strength next year.

Mr. HENDERSON: I hope so. The Civil Service Commission are doing in my
view the best job they can under the system they have.

<&
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Mr. THoMAs (Middlesex West): Mr. Chairman, might I ask the Auditor
General if his powers and responsibilities are all outlined in the Financial
Administration Act, or is there an overlapping of other legislation?

Mr. HENDERSON: They are all outlined in Part VII of the Financial
Administration Act, Mr. Thomas. So far as staff is concerned, it states that
although the Auditor General is himself a public servant, his staff shall be
recruited in accordance with the provisions of the Civil Service Act. The
recommendation of this committee has been that that should be changed and
that the Auditor General should be empowered to recruit his staff in the same
way as the National Film Board, a lot of crown corporations, other officers of
parliament, and so on.

® (10.40 a.m.)
Mr. THOMAS (Middlesex West): But at the present you are—
Mr. HENDERSON: Oh yes—
Mr. THOMAS (Middlesex West): —working through the Civil Service?

Mr. HENDERSON: Yes, indeed, sir; that is the law. I am asking for nothing
more here than the same sort of freedom that is given to all of our crown
corporations, most of the agencies and to those officers with whom you are
familiar in the House of Commons and in the Senate.

Mr. BALDWIN: Mr. Henderson, might I ask you whether you would be able,
at the time we are discussing your report, to bring to us some indication of
what is the procedure followed in other jurisdictions, particularly in other
Commonwealth countries, and I think in France, where there is an Auditor
General charged with certain responsibility, and the extent to which there is a
departure there and the Auditor General does not have to work through the
facilities of another branch of government. I assume he has to audit the books
of that other branch as well, so that the Auditor General in these other
countries would have, as I assume you should have as well, a greater degree of
independence to employ and engage the staff that you need for your job. If you
Wwill be able to do that for us—

Mr. HeEnDERSON: I will be glad to study that. The arrangement that the
comptroller General of the United States has in Washington is very good with
very desirable objectives. It varies from country to country but I would be
most happy to examine that and to outline it to you at the time we discuss this
in the 1964 and 1965 reports.

(Translation)

Mr. TREMBLAY: Mr. Henderson, may I ask you a question? What difficulties,
if any, are there in recruiting your personnel through the Civil Service
Commission? Your objective is 220 employees, is there a recruiting problem, a
personnel selection problem, or are there any other objections to this number of
employees and could you obtain your personnel more quickly by recruiting it
directly?
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(English)

Mr. HENDERSON: The principal problem with which we are faced, and I
think you would know that other departments in government are faced with it
too, lies in the delay feature. The time lag between the putting of the
advertisement in the papers and receiving the answers and interviewing the
people and the time that they can be offered a job and can report for work.
There is very keen competition for accountants today, particularly the bright
young accountant who has just got his degree and is ready to go out in the
world. Unless we are able to turn around and move fast, or unless we have a
position available in our establishment in which to fit him, our efforts become
fruitless; we have to wait and by the time we do contact him, he has got
another job. We have had some unfortunate experiences with that.

Mr. WincH: You have lost good men.

Mr. HENDERSON: In our opinion they would have made good officers if we
could have got them. We have great difficulty meeting our competitors due to
this time lag. But this is not just common to me. You will find this, for
example, in the Department of Justice in the recruitment of lawyers. My staff is
always going to be small, I do not think it ever needs to be any large figure at
all but the young man that we hire today is the senior man of tomorrow and we
place a very high priority on quality and on competence and it would be of
great assistance to us if we could move faster than we are able to do now.

Mr. LeBranc: I believe that the income tax department has the same
problem as you have. They are looking for a new type of graduate accountant
and so on, and they are going out and trying to induce them to come into the
government service, but they are having difficulties because private industry is
also after them, and there is still a shortage of chartered accountants in Canada.

Mr. HENDERSON: One of the features that I think will strongly commend
itself to you is this: We should always have a strong office and be able to bring
such young men in because we have many calls for trained people from other
parts of the Canadian government, whether it is crown corporations or depart-
ments for men with particular expertise. They know them because they have
worked on their books. A number of excellent opportunities come along for my
men. I would never want to stand in anybody’s way. I think it is highly
reasonable that we must be prepared to let people move on in this way to other
departments. I have a problem on my plate this week which I should like very
much to meet by offering a member of our staff but it is very hard to do it
when you are shorthanded. So that if we ever do emerge with, shall we say,
more people than we have, today then it will be a good thing for the Canadian
government because there will be plenty of opportunities for them. I think that
the training they get with us is a very good training. I am sure you will agree
with that Mr. Leblanc.

Mr. LEBLANC: Surely.

Mr. HENDERSON: And it is right and fitting that the government should
look to us in this way. They have every right to ask us for staff. I would hope
the day will come when we can make a greater contribution in this area.
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The CHAIRMAN: Mr. Thomas?

Mr. THoMmAs (Middlesex West): Does the Auditor General now have the
authority to bring in students as apprentices?

Mr. HENDERSON: Yes. In the past year we have taken on students from the
universities; they come to us in about May and they work until September. We
operate on the basis that we hope that out of every dozen students that we can
bring on in this way perhaps one or two of them will be attracted to our work
and will come back when they get their degrees.

In the case of the articled students, that is, of course, fulltime all year
round ones, we now have six in our Montreal office who are accredited as
students-in-accounts by the Institute of Chartered Accountants of Quebec. I
hope they will stay with us and obtain their degrees with us. Then it will be up
to us to keep them after that. But we are under an obligation to provide these
students with the maximum experience and certain conditions laid down by the
Institute which are only fair and proper in the training of these students. This is
our first year of embarking on it. We do not have any yet in Ontario but I am
hoping as a result of the action of the Institute of Chartered Accountants of
Ontario next month that they will see fit to pass the necessary by law and then
we shall have the two large provinces side by side helping us.

Mr. NosLE: Could I ask the Auditor General, what are the requirements of
recruits to your department. Is it necessary that they all be university gradu-
ates or chartered accountants, or what is required?

Mr. HENDERSON: Well, we have all our positions graded under the Civil
Service and Treasury Board system and it depends on the vacancies we have
in the different grades as to how free we are to have new men move into them.
Each grade calls for certain qualifications and that in turn is geared to the
remuneration he will be paid. At the bottom of the scale we can take high
school students. If they come to us with a degree, then they are eligible for
consideration in a higher grade. It is the standard Civil Service Commission
procedure for offering positions.

Mr. ForBes: Are the salaries that you pay in your department equal to
what is paid in industry for the same qualifications?

Mr. HENDERSON: At the levels we are discussing, in my opinion, they are
approximately equal.

Mr. LEFEBVRE: Would you like to bypass the Civil Service Commission and
do your own hiring?

Mr. HENDERSON: It is not so much a question of bypassing them. I am happy
to have them in the picture, but I would like the right to engage our own staff.
Our relations with the accounting profession are very good; the larger firms are
more than happy to keep our needs in mind when names come up. Young men
come in to see us and I believe we could move much faster and much more
economically if we could simply take these people on. So fa}r as the Civil Service
Commission and any other regulating body is concerned if they vyould like to
have a monthly report from us of our experience, what we are doing, they are
welcome to it. It would simplify the whole business as I see it.
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Mr. LEFEBVRE: You say the crown corporations do this now; they do their
own hiring?

Mr. HENDERSON: Yes, indeed.

Mr. LEFEBVRE: Well, if your department was to do the same thing, would
this lead eventually to other departments doing this also and the eventual
abolishment of the Civil Service Commission? Each department could have its
own employment manager or personnel manager, as such?

Mr. HENDERSON: I suppose that is possible. I cannot disagree that if such an
exemption were made for me that others might feel they had the right to ask
for it. But I have a full-time job filling my own needs and looking after my job
as the saying goes: “Paddling my own canoe’.

Mr. LEFEBVRE: But could this be a further recommendation of yours in
some future report that each department is well aware of their needs, therefore
they should be the ones to do the hiring?

Mr. HENDERSON: The Civil Service Commission, in the words of its Chair-
man, at the present time, is busy on seeking to decentralize just as much hiring
authority as possible to deputy ministers. This is part of this total decentraliza-
tion recommendation of Glassco, and the Commission has itself gone a long way
toward delegating this, particularly in the area of promotions and things like
that, promotional competitions. They themselves are trying to move in this
direction. I do not think it is so much a question of simply exempting them and
forgetting about the Commission, I think the Civil Service Commission has an
important function to perform. One of the best outlines of that is contained in
the Glassco Report. I might ask Mr. Long if he would like to add anything to
this. He is more familiar perhaps with the details. Would you care to say
something to that, Mr. Long?

Mr. LonG: At present we have gone about as far as we can with recruiting
through the Civil Service Commission. We have a representative of the Com-
mission in the office and he knows our problems. This is one difficulty we had
before. If you have a man from the Commission coming in now and again, and
it is a different man each time, he does not know our problems. There are
certainly places where the Commission is in the best position to recruit,
particularly where they need the same type of person for a number of
departments. This, of course, makes it difficult for one department because the
Commission is interested in the other department as well.

Mr. LEFEBVRE: If this holds true with the Auditor General’s department it
must hold true in other departments who wish to hire engineers, doctors or
dentists or anything else.

Mr. HENDERSON: There is one difference, if I may say so, and that is that
our office is an office of parliament and the Civil Service Commission itself is
one of the departments of the executive which we audit, so is the Treasury
Board.

Mr. LoNG: I think we should keep in mind why the Commission is there.
The Commission is there to try and stop departments competing with each
other; and to eliminate patronage, and for this reason they have rules. We have
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a case now of a very good man who left us to go into a chartered accountant’s
office with the hope of getting his degree. He left us with regret, he did not
want to go; he enjoyed working with us. We were very sorry to see him go and
we told him we would be glad to have him back. He has been out a year and he
has decided he would like to come back. He has learned quite a lot and we
would like to have him back. But we cannot just say: “Come in and start
work on Monday.” We now have to have a competition. We have to invite
applications from anybody with the necessary qualifications. This means adver-
tising. For a position in Ottawa it means a circular from coast to coast, and a
newspaper advertisement. This all takes time. You have to screen out many
applications that you couldn’t possibly consider. We are just not free to take
this man whom we know and who is qualified.

(Translation)

Mr. THoMAS (Maisonneuve-Rosemont): Mr. Henderson, I should like to
ask you a question about the hiring of students during the vacation period. Do
You have students working for you, that is to say, employees who take evening
courses?

(English)

Mr. HENDERSON: Yes, I should have perhaps made that clear. The summer is
our busy period strangely enough, because the year ends March 31. We take
students on for the six months, that is second and third year commerce students
and that sort of thing. Under the arrangements with the Institute we now have,
as I mentioned in answer to your earlier question, our first six students are
registered by the Institute of Chartered Accountants of Quebec. We hope they
will stay with us for the next five years and obtain their degrees with us. They
are entitled to get it. And that is the most desirable.way qf having your
Permanent junior staff set up and I hope if the Onta'rlo Institute passes its
bylaw change in May that we can do the same here in Ottayva. They work
by day. The only way you can get your degree—and I am speaking of charteyed
accountants—is by working in the office of a chartered accountant apd studying
at night. It is a long, hard course and they take their courses at night. But in
addition to that a considerable number of my other men are taking courses both
in chartered accountancy and for their C.G.A. degree and for their R.I.A.
degree. It is extremely heartening I wish I could tell you of some of the details

but it would take too long.

Mr. NoBLE: Mr. Chairman, it seems to me, in listening to what has been
said here this morning, that this is a continuing problem. Now, I am wondering,
Mr. Henderson, what this committee could do to promote your philosophy and
get you in a position where you are able to 'accon}phsh th'e. work you want to do
and get the proper authority, so that you will be in a position to pick the people
You want to run this department properly.

Mr. HENDERSON: Mr. Noble, I remain indebted to your committee for its
interest and its unanimity on this subject over many years. You reached
the point in previous meetings where you recommended that the
Financial Administration Act be changed. I would only hope that you will see fit
to reiterate this and to convey that to the government of the day. I suppose its
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priority-on the government’s totem pole of priorities is fairly low. It is a difficult
thing for me to keep pressing after because as I say, my day to day working
relationship with such bodies as Treasury Board and the Civil Service Com-
mission, which I audit, are very important. They are perfectly well aware that
this is a standing recommendation of this committee and by and large there
does not seem to be too much disagreement with it, but unfortunately there is
no action.

Mr. WincH: Mr. Chairman; I do not think that Mr. Henderson should be
put in the difficult position of having to press for this because this committee
year after year has made this recommendation. I think it is the responsibility of
the committee to ask the responsible minister or deputy to appear before us and
tell us why this change which we have unanimously recommended year after
year has not been put into effect. That is our responsibility as a committee.

Mr. THoMmAs (Middlesex West): Mr. Chairman, I strongly support the
ideas that much of the hiring of the civil service should be done through the
Civil Service Commission, but there are areas where I believe problems arise. I
would like to ask Mr. Henderson if he could make a guess if he is free to do
so—as to what part percentagewise of the whole public service is hired through
the Civil Service Commission, what part of the civil service is hired directly by
the corporations and departments involved. I know all public servants are not
hired through the Civil Service Commission. Can you make a rough guess?

Mr. HENDERSON: I am just looking at the staff appendix in my report, Mr.
Thomas. In my 1965 report there is an exhibit at the back, “summary of the
employees of the public service” a complete listing by departments—

The CHAIRMAN: The number?

Mr. HENDERSON: Page 225 of the 1965 report. You will observe that
employees on strength in the total public service of Canada—

Mr. LEBLANC: About the same number in French?

Mr. HENDERSON: No, pardon me; it is Appendix 2. You will see this is a
summary of employees that I put in my report to give a sort of total picture and
also the organization of the department. Have you found it all right?

(Translation)
Mr. LEBLANC: Documentation No. 2?
(English)

Mr. HENDERSON: You will notice the total employees on strength, depart-
ments, crown corporations and other instrumentalities are 331,825. Of this figure
the crown corporations are 127,983 and the departments are 200,798 and other
instrumentalities, like the Bank of Canada, are 3,044. So you have about 131,000
outside of the Civil Service Commission. They are doing their own engaging.
This is the crown corporations and the other instrumentalities. Also some of the
departments listed in that 200,000 figure are also outside the Civil Service
Commission. We would have to go down the list and name them. For instance,
in there are 1200 people in the Senate and the House of Commons. They are, of

&,
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course, outside the Civil Service Commission, but we group them in as a
department for the purpose of this presentation. Does that answer your question,
Mr. Thomas. I suppose you might say it is rather less than half.

Mr. THOMAS (Middlesex West): About half, you say?
Mr. HENDERSON: Yes. That would be my estimate.
Mr. THOMAS (Middlesex West): That is all I want.

Mr. HENDERSON: That is just a guess, but by no means are all employees
of the public service recruited under the Civil Service Act.

Mr. THOMAS (Middlesex West): And for various reasons.

Mr. HENDERSON: The Chief Electoral Officer, for example, is in here. He is
quite free to recruit his own people. I am asking, in effect, for the same right he
has.

Mr. BarpwiN: Mr. Chairman, is this right? By the provisions of the
Financial Administration Act you are the agent of parliament and you have a
statutory duty within the terms of the sections which Mr. Tremblay referred to,
which says you shall report annually to the House of Commons with respect to
the matter set out, in the rest of that section of the Financial Administration
Act, and you told us on several occasions, and we have supported you, that
because of the methods carried out you are not able to report as fully and
completely—I should not put it that way, you are not able to report—but you are
unable to carry out your duties as completely as you would like to in order to
comply with the statutory responsibility because of the method of engagement
of staff. Would that be a fair summary?

Mr. HENDERSON: That is a fair statement. I have stated that in my past
reports. Perhaps we should continue with the reports and then, with your
Permission—

The CHAIRMAN: Before we continue, Mr. Henderson, are there any members
of this committee that are obligated to another committee at eleven o’clock?
What would be the wish of the committee? I was in hopes we would have gone
over this whole thing this morning but we cannot detain you if that is the case,
I guess.

Mr. ForBES: What is the quorum on the committee.

The CHAIRMAN: Thirteen.
In about 15 minutes we could clean this report up.

Mr. HENDERSON: I will move a little faster on the remaining sections.

Mr. NoBLE: Mr. Chairman, before you leave this, is there any possibility of
this committee promoting a resolution that would put the Auditor General’s
staff on the same basis as a crown corporation and give him the authority that a
man in charge of a crown corporation would have.
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The CHAIRMAN: Mr. Noble, when we come to write our report to the House
we will discuss that and likely the committee will decide to do that at that time.
All right, Mr. Henderson?

Mr. HENDERSON: The best example of that, if I may suggest to Mr. Noble,
might be the Representation Commissioner. He has his own act and he is free
to recruit his staff.

I will now move to number 14 on page 9. You made five recommendations
on the C.B.C. Four of them have been implemented but there is one that has not
been and that is the tabling of an official memorandum in the House on the
views of the Corporation and its replies on the matters dealt with by the
Glassco Commission. That has not yet been laid on the table and the comment
on that speaks for itself.

Number 15 deals with National Defence Administrative Regulations and
Practices. Again, I am setting those down in accordance with your instructions
in my 1964-65 report which you will come to.

Number 16—Unauthorized use of Crown-owned Vehicles. We will continue
to follow this up. You will notice the Minister of National Defence stated that
the matter was with the Treasury Board. I wrote to the Secretary of the
Treasury Board on February 24, 1966, to ask what steps were being taken but I
have not yet had any reply.

Number 17—Financial Assistance to the town of Oromocto. Members of the
committee will recall our discussions on that and I wrote to the Deputy Minister
of Finance on this subject on February 24, 1966, but there has been no reply.

Number 18—Educational costs incurred by the Department of National
Defence. We are making some progress on this and that is mentioned in my
comment.

Number 19—Assistance to provinces by the armed forces in civil emergen-
cies. The provinces did not settle their outstanding accounts. The Minister of
National Defence told me a year ago there had been no change in the situation.
I wrote to the Deputy Minister of Finance to inquire as to the status on
February 24, 1966, and I have no reply yet.

Number 20—Pension awards effective at early age. This is a continuing
problem. It is dealt with in my 1965 report and no doubt most members are
familiar with it. I think it was discussed in the House but we will be coming to
this when we deal with both the 1964 and 1965 reports.

Number 21—Discretionary awards of service pensions, that is to say, the
basis on which they are being considered by the Pension Board. As you will see,
the Minister of National Defence, in his last advice to me, said no decision had
been taken yet.

Number 22—Overlapping of pension benefits. Again, the Minister of Na-
tional Defence in his letter to me a year ago stated that no decision has been
taken on possible amendments.

Number 23—Advances to the exchange fund account. This was a recommen-
dation by the committee which, at the moment, is not of any serious import
today because as I mention here, the holdings of the account have not dropped
in value and there remained a surplus of over $31 million at December 31, 1964.



April 5, 1966 PUBLIC ACCOUNTS 29

Number 24—Errors in public service superannuation account pension and
contribution calculations. This had to do with the high incidence of errors being
made in the Superannuation Branch of the Department of Finance. I go into
this in some detail in my 1965 report to the House, so that we shall be coming to
that.

Number 25—Pension increased by payment of two salaries. You will note
here that the Minister of Finance stated that these recommendations had been
noted and are being considered in relation to possible amendments to the Public
Service Superannuation Act.

Number 26—Reciprocal Transfer Agreements for Superannuation Benefits.
The Minister of Finance gave me a similar reply a year ago, or rather he gave
me a copy of his letter to the Chairman of the committee.

Number 27—Interest charges on loans to the National Capital Commission.
This is a continuing problem and it is dealt with in my 1965 report. As is stated
here, the National Capital Commission understands this recommendation places
the initiative for the review on the Department of Finance. There has been no

action yet.

Number 28—Accounts receivable. This is to record your concern over the
weaknesses that existed in internal control with respect to accounts receivable,
and you ask that the Treasury Board have the matter studied. The Minister of
Finance advised the Chairman of the Committee that a study was under way.
We are hoping to see a Treasury Board directive shortly on this important
point.

Number 29—Indirect Compensation to Chartered Banks. This has to do with
the fact that the chartered banks have $100 million worth of government bank
balances interest free. The Minister stated a year ago that consideration is being
given to an appropriate recommendation to the Bank Act. In my 1965 report I
point out that in a bill which was before the House last year, there was a
paragraph inserted designed to permit the continuation of this practice of
compensating the banks indirectly for services provided to the Crown by
keeping non-interest bearing funds, which, as I say, are currently an aggregate
of $100 million, on deposit with them.

Number 30—The Canada Council. This will come before you as and when
you examine the Chairman and offices of the Canada Council and my long form
report on this. I think you will probably be devoting a full day’s meeting to
this.

Number 31—Surplus Assets Disposal. This covers 31, 32 and 33 at the top of
page 15. Some progress has been made here but there have been no changes yet
in the accounting and this is something that I think you will want to examine
and which will come up as and when we discuss this matter.

Number 34—Hospital Construction Grants. I quote here a letter from the
Deputy Minister of Health. That was about a year ago, and I am informed

there is no change since.
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Number 35—Awards under the Pension Act. The committee made a num-
ber of recommendations designed to clarify this Act after it heard from the
Chairman of the Pension Board. The Minister of Veterans Affairs replied at
length to the Chairman of the Committee on this a year ago and the substance
of the recommendations which follow, which you will want to study in more
detail, is that in his view, no changes can really be made. He gives his
explanations as to why the present practices should be continued and you may,
therefore, wish to study them. It can come up for discussion because again I
deal with this subject in my 1965 report.

Exactly the same situation prevails in item 36—War Veterans Allowances.
Again the Minister advises the Chairman why the recommendations of your
committee are either not practicable or could not be done or would have to
stand. You will recall the committee held a lengthy meeting. The Chairman of
the War Veterans Allowance Board was present and each of these points was
discussed. This was the expression from the Minister in regard to the commit-
tee’s recommendations, and I felt I could do no more than to quote this in this
fashion for your information.

Number 37—Amendment to the Customs Act and the Excise Tax Act—

Mr. WINCH: On item 37, could I ask Mr. Henderson while he is commenting
on that, if he could just spend a moment or two on (D) for that is the very
point that I raised earlier in this meeting. In a previous committee we were
unanimous, as I remember, in accepting the contention of Mr. Henderson that
there was no statutory sanction whatsoever for certain actions being taken on
this sales tax matter. It has come to my attention that without the statutory
sanction, and we requested that it be obtained, the same procedures are still
being followed and as recently as last month, I discovered, and I have the
factual evidence, that not only is it being continued but they are illegally
operating against their own regulations made illegally without statutory sanc-
tion. I have conclusive proof of that, sir, now so I hope that perhaps we may
have a comment from Mr. Henderson.

Mr. HENDERSON: The latest information I have on this, Mr. Winch, is that
there has been no change since the Minister of Finance advised the Chairman of
the Committee on March 4, 1965, and what he says is quoted on the bottom of
page 19.

Mr.WincH: Well, I hope we can give a high priority to number 37.

Mr. HENDERSON: This whole matter is awaiting, as the Minister said at that
time, the report of the Royal Commission on Taxation before any change is to be
made in the Excise Tax law and, of course, as you know, that is due to come
down quite shortly. But in any event, may I say to you that we are going to
deal with this in the 1965 report because I refer to the matter again there in
connection with Customs and Excise tax.

Mr. WincH: Because it may be some time before we get that, perhaps I
should submit some of my discoveries to Mr. Henderson. He may want to look
into them some more.
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Mr. HENDERSON: I have no objection, sir, if you care to do that; I will be
happy to receive them and to look into them. This might be of some assistance
toward the discussion that will take place when the item is called in the 1965
report.

Mr. WincH: Some of the steps being taken by the hierarchy under no
statutory authority just pass all comprehension.

Mr. HENDERSON: Number 38—General Election Expenditures. This is a
recommendation in which you supported the Chief Electoral Officer and hoped
that an amendment would be considered by parliament. However, there has not
been any change made yet.

Mr. Mutr (Lisgar): In regard to this, Mr. Chairman, I found it rather, I
would not say amusing, but hard to understand that where a hall had been
rented for the purposes of using two polls, they paid the full rent of the hall for
both polls.

The CHAIRMAN: Both in the one building?
Mr. Mulr (Lisgar): I beg your pardon?
The CHAIRMAN: Both in the one building?

Mr. Mutr (Lisgar): They were both in the one building and both in one
room, as a matter of fact, and yet the full amount of the rent of the hall was
paid for both polls. This, I understand, is usual practice.

Mr. HENDERSON: I cannot speak on that specific case but you will recall your
recommendation here stems from my comment on the election expenses paid at
the time of the two elections in 1963. We, of course, have examined the accounts
in respect to the November 8, 1965, election and it is not inconceivable that we
might be dealing later with the very point you mention.

(Translation)

Mr. LesLANC: Mr. Chairman, it is the same when an election occurs and the
returning officer rents an entire school or the basement of a school and sets up
six or seven polls in that basement. The school then receives payment for six,
seven, or ten polls according to the number of polls rather than for rental of the

hall itself.

(English)

Mr. HENDERSON: Thank you Mr. Leblanc. Number 39, concerns the commit-
tee’s recommendation that the Auditor General be appointed either the sole
auditor or a joint auditor under the provisions of the Financial Administration
Act, of each Crown corporation, agency Or public instrumentality in respect to
which other auditors have been or may be appointed. As you know, there are
seven crown corporations or instrumentalities of which the Auditor General is
neither the auditor nor is he a joint auditor; it was as a result of a lengthy
discussion of this that you made this recommendation that the Auditor General
be appointed either the auditor or a joint auditor because several of these
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corporations do, in fact, have two firms auditing their accounts. I am speaking
of Central Mortgage and Housing, Bank of Canada etc.—the names are listed in
my reports. You probably have seen them in 1964 and in 1965.

Mr. WincH: The committee that brought in this recommendation—and again
it was an unanimous recommendation—felt the matter was of very great
importance. That is the reason they made the recommendation. Now, I note that
all Mr. Henderson has received, according to what he says here, is that the
Minister does not propose to initiate any action on these at the present time.
Could I ask Mr. Henderson, is that all he is told? Is he given any reasons why
they do not propose to initiate any action?

Mr. HENDERSON: No, I have not been furnished with any reasons on this. I
was advised of this by a copy of the letter which the Minister of Finance wrote
to the Chairman.

Mr. WincH: You were never given any reason?

Mr. HENDERSON: No sir.

Mr. WincH: Thank you.

Mr. LEBLANC: You will know when we get the witnesses here.
Mr. WincH: I hope we will call them.

Mr. HENDERSON: And finally number 40 has to do with the audit of my own
office. Under the Financial Administration Act an officer of the public service
nominated by the Treasury Board examines and certifies to the House, in
accordance with the outcome of his examinations, the receipts and disburse-
ments of the Office of the Auditor General.

Your committee says that this committee should itself nominate a qualified
person to examine my accounts and accordingly, this recommendation was
conveyed to the Minister of Finance and his comment on it a year ago is, as you
will see, similar to the previous one we just dealt with.

Mr. WiNcH: One more question; there was a recommendation that on
certain requirements or needs you would be able to bring in outside firms to
assist with certain work. Was that policy accepted?

Mr. HENDERSON: I just do not recollect that, Mr. Winch. You are speaking
of legal advisers.

Mr. WincH: Yes.

Mr. HENDERSON: Yes. The question of legal advisers you will find mentioned
in my 1964 report. Whereas in the past the Auditor General has had recourse to
the Department of Justice, the matter was discussed before the committee with
the Deputy Minister of Justice in attendance and the committee took the view
that the Auditor General should have independent legal advice apart from the
Department of Justice. Pursuant to your direction, and following discussions
with the Minister of Finance, the Auditor General was given the necessary
authority by the Governor in Council to engage outside solicitors and I duly
reported back to the committee that I had made appropriate arrangements for
two firms of solicitors. One is in Montreal and one is in Toronto.
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The CHAIRMAN: Gentlemen, we close on item No. 40, Audit of the Office of
the Auditor General. Who audits the Auditor General? I think that would be a
good place to stop. You might like to make a note on page 21 “Committee
Recommendation on which Action has been Taken”. You might write opposite
the fourth report, we made 12 recommendations, three acted on; nine no action.
Fifth report, we made five recommendations; four completed and one no action.
Sixth report, we made 15 recommendations; two completed and 13 no action.
Eighth report, we made seven recommendations; one completed, six no action as
of yet.

Mr. WincH: This proves my contention that we had better make it very
clear in this committee we are not going to stand for this kind of lack of
attention.

The CHAIRMAN: You are quite right, Mr. Winch. But there are some cases
where it is a matter of having an act amended and you know how long it takes
to get some of these acts amended. I think this is the holdup in many of the
cases. However, there are many other cases, as you say, that we must follow up.

Mr. Wincs: The government must recpgnize that this is not a rubberstamp
committee just sitting here for the sake of sitting.

Mr. BaLpwin: For the benefit of the farmers present, Mr. Chairman, we
could say 25 per cent germination.

The CHAIRMAN: Before we adjourn, may I ask for someone to move that

the follow-up report of the Auditor General be printed as an appendix to the
Minutes of Proceedings and Evidence.

Mr. WincH: I so move.

Mr. BaLpwin: I second the motion.

Motion agreed to.
e (11.30 am.)

The CuAIRMAN: Thank you for coming and we will meet again after the
Easter Recess.

Appendix 1

FOLLOW-UP REPORT BY THE AUDITOR GENERAL TO THE STANDING

COMMITTEE ON PUBLIC ACCOUNTS ON THE ACTION TAKEN BY DE-

PARTMENTS AND OTHER AGENCIES IN RESPONSE TO RECOMMENDA -
TIONS MADE BY THE COMMITTEE

In paragraph 9 of its Fourth Report }964 presented to the House on July 28,
1964, the Committee requested the Minister of each department concerned to
advise the Auditor General wit in three months as to what action had been
taken on matters on which the Committee had made recommendations in this
and future reports.

In order that the matters would not be overlooked, the Committee request-
ed the Auditor General to provide to each such Minister cqpies of the aforemen-
tioned report and each subsequent report of the Committee to the House of
Commons. .

23939—3
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In accordance with this directive, each Minister was provided with copies of
the Committee’s reports as follows:

Date presented Date copies thereof
to House sent to Ministers

Fourth Report 1964 ... .. July 28, 1964 August 5, 1964
Fifth Report 1964 ...... August 5, 1964 August 5, 1964
Sixth Report 1964 ...... October 20, 1964 October 20, 1964
Seventh Report 1964 .... December 7, 1964 December 10, 1964
Eighth Report 1964 ..... December 7, 1964 December 10, 1964
Ninth Report 1964 ...... March 15, 1965 March 17, 1965

Replies have been received from each of the Ministers concerning the
Committee’s recommendations as they affect matters within each Minister’s area
of responsibility. In addition, deputy ministers of several of the departments
concerned have furnished helpful information in many cases.

This is my report on the situation as at February 28, 1966 respecting each
of the recommendations made by the Committee in the foregoing reports and in
its Fourth Report 1963 which had been presented to the House on December 19,
1963, prior to the above arrangements.

The description of each of the recommendations made by the Committee is
the one given in Appendix 1 of my Report to the House of Commons for
the year ended March 31, 1965, listing “Recommendations and Observations by
the Standing Committee on Public Accounts not yet implemented or dealt with
by Executive action”.

Fourth Report 1963—presented to the House on December 19, 1963

1. Second Class Mail. The Committee expressed its belief that early
consideration should be given by Parliament to ways and means of
covering the loss of the Post Office Department in handling second class
mail and requested the Auditor General to keep the matter before
Parliament in his annual Reports in order that subsequent committees
may give consideration to it.

Comment by the Auditor General: I dealt with this matter in paragraph 79 of
my 1964 Report to the House and again in paragraph 105 of my 1965 Report to
the House, tabled in the House on February 1, 1966.

The costs of handling the various classes of mail have in the past been
estimated by the Department by means of a cost ascertainment procedure in
which time studies were used. The last departmental time study was in 1961-62.

In 1964 the Department engaged a firm of consultants to examine its cost
ascertainment procedures with a view to establishing accurate costs with
respect to the various clases of mail. The procedures recommended by the
consultants were put into effect only in January 1965 and no figures are
available to indicate the loss in handling second class mail for the year 1964-65.
The loss in 1963-64 had been estimated at $35 million which included $1.5
million attributable to a special second class rate on newspapers and magazines
mailed by the public. This rate was discontinued effective April 1, 1964.
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During the year second class revenues increased by $250,000 to $8,433,000.
The Department attributes the increase in part to the increase in postage rates
on third class matter which was effective April 1, 1964 and which induced a
large increase in applications for second class privileges for publications previ-
ously mailed as third class matter. With effect from April 1, 1964, there was also
an increase in the postage rate on publications sent to foreign countries other
than the Americas.

It will be recalled that three statutory rate revisions with respect to second
class mail were proposed in a resolution presented to the House of Commons on
March 4, 1964 which was debated on April 30, 1964. However, the resolution
was not proceeded with. We were informed at the time that the three proposals
were primarily intended to simplify the rate structure and they would probably
reduce the revenue from publishers by approximately $135,000 annually.

2. Departmental operating activities. The Committee reiterated its
belief that it would be desirable, in order that Members may have a clear
understanding of the true financial results of departmental trading and
servicing activities, were overall financial statements reflecting these
activities to be included in the Public Accounts, provided this can be
done without undue cost or staff increases. The Committee requested the
Auditor General to continue to keep the development of this objective
under close surveillance and to report thereon to the Committee in due
course.

Comment by the Auditor General: The development of this objective, which
has received consistent support from the Committee, was the subject of detailed
comment in paragraph 161 of my 1964 Report to the House. It has again been
dealt with in paragraph 211 of my 1965 Report.

As indicated in paragraphs 211 to 221 of my 1965 Report, a number of the
larger departments and agencies involved in trading or servicing activities have
reached or are progressing toward the development of financial statements
along the lines recommended. It is hoped that this practice will continue to
grow because wider use of accurate periodic comparative financial statements is
essential if departments and agencies at all levels are to exercise an effective
scrutiny and control of their costs.

It remains my intention to keep the development of this objective under
close surveillance and to report thereon to the Committee.

3. Internal financial control. The Committee requested the Auditor
General to continue his examinations into the important area of internal
financial control and to report further to the House on steps taken or
which should be taken to improve financial management in the various
departments, Crown corporations and other instrumentalities.

Comment by the Auditor General: Further reference was made to the impor-
tance of this subject in paragraph 8 of my 1965 Report to the House. In my
opinion, greater progress could be made in recognizing the importance of
internal audit. While a number of the larger departments and Crown corpora-
tions possess their own staffs, a number have not yet taken steps along these
lines even though the circumstances justify it. On the other hand, in the related
field of pre-audit, staffs are larger and methods more elaborate than modern
239393}
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practice 'fequires.'I do not believe the solution to these problems lies in
engaging more staff but rather in making more effective use of the staffs
presently engaged in internal auditing, including pre-audit work, coupled with a
freer exchange 'of ideas among the various departments, Crown corporations
and other agencies.

It is my intention to continue my examinations into this important area and
to report further to the House.

4. Unemployment assistance. The Committee shared the opinion of
the Deputy Minister of Welfare and the Auditor General that considera-
tion should be given by Parliament to redrafting the Unemployment
Assistance Act so as to state more clearly the objectives and methods of
achieving them and to remove ambiguities in the present law which have
resulted in varying interpretations. It believed that consideration should
also be given to including with Unemployment Assistance other existing
programs to assist the needy so as to provide better co-ordination of
federal-provincial efforts in this field.

Comment by the Auditor General: The importance of this legislation being
redrafted so as to state more clearly the objectives of the Act and methods of
achieving them and to remove ambiguities in the present law which give rise to
varying interpretations continues to receive the attention of the Minister of
National Health and Welfare.

I dealt with this matter in paragraph 67 of my 1964 Report and again in
paragraph 87 of my 1965 Report. The latter points out how, during 1965,
discussions took place between the federal and provincial governments with a
view to introducing a comprehensive assistance plan which would embody
assistance to all persons in need including those presently eligible for social
assistance in such forms as unemployment and old age assistance and blind and
disabled persons’ allowances. Further discussions between representatives of the
federal and provincial governments were held January 7 and 8, 1966. In
addition, it will have been noted that reference was made in the Speech from
the Throne to the effect that legislation covering the Canada Assistance Plan
would be introduced at the present session of Parliament and we are informed
that both the Department of National Health and Welfare and the Department
of Justice are currently working on a draft of the Bill.

Fourth Report 1964—opresented to the House on July 28, 1964

5. Findings of the royal commission on government organization. The
Auditor General referred to the numerous and widespread findings made
public in 1962 and 1963 by this Royal Commission as a result of its
examination into the organization and methods of operation of depart-
ments and agencies of the government. He reminded the Committee that
where administrative action has caused or contributed to waste of public
money, it is his duty to report such cases as he considers should be
brought to the notice of the House. He pointed out that while some
instances come to his attention directly during the course of his audit
work, others are 1nd1rect1y brought to light by action on the part of the
admlms‘ﬂratlon itself in the course of examining its own operatlons as,
for exambple, through the medium of internal auditing.
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By the same token, he considers it to be his duty to study reports
prepared by or for the managements of departments and agencies, as are
by law available to him, directed toward the saving of public money by
the elimination of wasteful practices and unnecessary or uneconomical
operations. To the extent such reports correctly indicate where and how
savings could be made, the Auditor General considers he has a responsi-
bility to Parliament to follow through in all such cases and ascertain what
action has been or will be taken toward achieving such savings, or if no
action is to be taken, to inquire why. On the other hand, he does not
conceive it to be his responsibility to assess the practicability of any
specific recommendations made because, in his view, the decision with
respect to the extent to which, or the ways in which, such recommenda-
tions can and will be implemented must always be the sole responsibility
of management. ,

With regard to the findings of the Royal Commission on Government
Organization, the Auditor General believes it to be of considerable
importance that those relating to outdated procedures, uneconomical
operations and wasteful practices be effectively dealt with, not only in
the interests of improving efficiency but because of the substantial savings
of public funds which could result. It is the opinion of the Committee
that not only does this lie within the statutory responsibilities of the
Auditor General but that the Auditor General’s concept of his respon-
sibilities in this matter is in accord with the intent and wishes of
Parliament.

Comment by the Auditor General: In my 1964 Report to the House I pointed out
in paragraph 7 that the state of studies under way at that time by the Secretary
of the Treasury Board had led me to the conclusion that I should defer
reporting to the House on the findings in question until the Executive had made
its final decisions on the Commissioners’ basic or major recommendations,
particularly in the area of financial management. Only then could a proper
assessment be made as to whether or not the outdated procedures, uneconomical
operations and wasteful practices disclosed by the Commissioners are to be

effectively eliminated.

Although a number of final decisions on the Commissioners’ basic or major
recommendations still remained to be taken by the Executive, a detailed study
was made by the Audit Office during 1965 of each of the 24 Reports of the Royal
Commission on Government Organization. The results of this study are set forth
in paragraph 7 of my 1965 Report for the information of the House.

6. The form and content of the Estimates. In its Third Report 1963
tabled in the House on December 19, 1963, the Committee had made the
following immediate recommendations under paragraph 3:

(a) Implemented : :

(b) Inclusion of supporting financial information qf Crown corporations
and other public instrumentalities in the Details of Services for the
purpose of providing better information to the Members and to the
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public with respect to the nature of the fiscal requirements of the
Crown corporations and other agencies requiring financing by par-
liamentary appropriations.

(c) Presentation of additional information in the Estimates concerning
the staff of all government departments and the Crown corporations
and other public instrumentalities referred to under clause (b)
above:

(i) Implemented

(ii) brief notes explaining proposed major increases in the size of
establishments.

The Secretary of the Treasury Board explained to the Committee
that he had not yet been able to discuss with any of the Crown
corporations or public instrumentalities the practicability of including
supporting financial information in the Estimates with respect to their
operations. He undertook to do so and to advise the Auditor General for
the information of the Committee.

The members of the Committee were glad to learn from the Secre-
tary of the Treasury Board that he supported the recommendations made
under this heading by the Auditor General in his Reports to the House.
The Committee believes that there is room for improvement in the
Estimates presentation designed to provide more informative description
and more complete disclosure of pertinent supporting detail—information
which, in the opinion of the Committee, is essential if Parliament is to be
in a position to give the Estimates the close study and consideration they
deserve.

The Committee also recommended that consideration be given to
referring the departmental Estimates in greater numbers to the Standing
Committee on Estimates so that it might examine them in detail and
report back thereon to the House. It believed such a procedure would not
only accelerate the work of the House but would contribute materially to
improving parliamentary control of public funds before those funds are
‘committed or spent.

Comment by the Auditor General: While reference was made to the status of
this matter in paragraph 8 of my 1964 Report to the House, further up-to-date
information is now contained in paragraph 9 of my 1965 Report.

An examination of the 1966-67 Main Estimates, which were tabled on
February 14, 1966, indicates that the recommendation of the Committee that
supporting financial information concerning Crown corporations and other
public instrumentalities be included in the Details of Services has not been
followed.

While the appendix entitled “Public Service Employment” which appeared
for the first time in the 1965-66 Main Estimates in response to the Committee’s
recommendation (item (c) (i)) has been repeated in the 1966-67 Main Esti-
mates, the explanations for major proposed increases in the establishment, as
recommended by the Committee, have not yet been provided.
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The Committee’s recommendation shown as implemented under (a) related
!;o the adoption of the revised vote pattern proposed by the Treasury Board for
Introduction into the Main Estimates 1964-65, subject to certain improvements
suggested by the Auditor General to the Committee. While this was implement-
ed, I pointed out to the House in paragraph 51 of my 1965 Report how the vote
pattern actually used in the 1964-65 Estimates differed in certain instances from
the pattern which had been considered by the Committee and this will
1I;resumably be discussed by the Committee as and when it studies my 1965

eport.

7. Living Allowances to Federally-Appointed Judges. In its Fourth
Report 1963 the Committee had noted that in cases where judges were
appointed from time to time as conciliators or arbitrators on boards, they
were paid living allowances of $60 a day in addition to actual out-of-
pocket expenses for transportation, parlour and pullman car accommoda-
tion and taxicabs. The Committee was of the opinion that a daily rate at
this level could be regarded as including an element of remuneration
which would be contrary to subsection (1) of section 39 of the Judges
Act. It had therefore recommended that if additional remuneration was
to be paid to judges appointed for the purposes described above, the
approval of Parliament for payment of such additional remuneration
should be sought.

The Committee recorded that, despite this recommendation, a case
had since been noted where a rate of $100 a day was gpproved on May 7,
1964 by the Treasury Board and the Governor in Council on the
recommendation of the Department of Labour.

The Committee reiterated the recommendation made in its Fourth
Report 1963 that if additional remuneration was to l?e paid to judges
appointed as conciliators or arbitrators on boards established to deal with
disputes affecting employers and their employees, the approval of Par-
liament for payment of the additional remuneration should be sought.

Comment by the Auditor General: No action has been taken toward remedying
this matter which was originally brought to attention in my 1962 Report to the
House.

Paragraph 70 of my 1965 Report to the House, in referring to the
Committee’s recommendation, cites two additional circumstances noted which
support my opinion that the amounts of the living allowances being paid to
federally-appointed judges are such that an element of remuneration is includ-
ed therein and consequently they are contrary to existing legislation covering
Payments to judges.

8. Governor General’s Special Warrants. The Committee recom-
mended that a study be made of Governor General’s special warrants.

Comment by the Auditor General: I have not been informed of any study
having been made along the lines recommended by the C})xpmittee. In this
connection it might be noted that on March 4, 1965 the Minister of Finance

advised the Chairman of the Committee as follows:
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In the course of discussion in the Public Accounts Committee (June
1964) on the subject of Special Warrants, the Secretary of the Treasury
Board undertook to consider the desirability of enlarging on the special
Governor General’s warrant provisions in the Financial Administration
Act (in particular section 28), in order to clarify its application to
situations arising when Parliament is dissolved without having appro-
priated the necessary expenses of the Public Service. Suggestions have
been discussed for changes in this section of the Financial Administration
Act, and these are now being studied. Should the Government decide
that an amendment to the Act is desirable it will present its proposals to
Parliament in the usual way.

9. Remission of sales tax on oleomargarine. The Committee was
concerned to learn that the undertaking given in 1949 that the Govern-
ment would submit to Parliament legislation designed to exempt oleo-
margarine sold in Newfoundland from the federal sales tax in the same
manner as basic foodstuffs in other parts of Canada had not been carried
out. Instead, the authority provided to the Executive by section 22 of the
Financial Administration Act had been used to render a tax, applicable
elsewhere in Canada, completely inoperative in one province.

The Committee stated that it does not consider that section 22 of the
Financial Administration Act should be used in this way.

Comment by the Auditor General: Section 22 of the Financial Administration
Act continues to be used in this way and I am not aware of any action being
taken to discontinue the practice.

10. Cost of gasoline used in departmental vehicles at Ottawa. The
Committee learned from the Secretary of the Treasury Board that an
alternative means of effecting savings in the purchase of gasoline was
presently being considered. Having in mind the time which had elapsed
since the matter was first taken under consideration, the Committee
urged the Secretary of the Treasury Board to have the matter finalized at
the earliest possible date. The Committee further requested that the
Secretary of the Treasury Board provide it in due course with informa-
tion as to the final decision in this matter and also as to the various
alternatives which were considered and, with respect to those which were
rejected, the reasons for such rejection.

Comment by the Auditor General: The Treasury Board at its meeting on March
31, 1965, approved implementation of a national credit card system for
Crown-owned vehicles operated by civilian Government departments and for
which gasoline is now purchased from service stations. Department of Public
Works’ vehicles maintaining the Northwest Highway system were not included.
In order to permit implementation of the scheme the Board authorized the
Department of Defence Production to enter into formal agreements with certain
suppliers who had offered attractive discounts which it was estimated would
result in annual savings of $158,000.

We have been informed by the Department of Defence Production that
agreements have been entered into with suppliers and the necessary adminis-
trative procedures for the implementation of a national credit card system for



April 5,.1966 PUBLIC ACCOUNTS 41

the purchase of gasoline for Crown-owned vehicles have been developed and

were submitted to the Treasury Board on February 11, 1966 for approval. It is

anticipated that the new procedures will become effective April 1, 1966.

gowévever, participation by the Royal Canadian Mounted Police is still under
udy.

: It is gratifying to note that this matter, which was first drawn to attention
In my 1961 Report to the House and on which it is estimated that annual savings
of $158,000 can result, is about to be brought to fruition.

11. Unemployment Insurance Fund and its Administration. The
Committee stated its opinion that it is in the public interest that the
Government’s consideration of the report of the Committee of Inquiry be
completed as soon as possible, and that the Government bring forward
promptly such proposals as it may deem necessary to deal with the
problems raised by the report.

The Committee also reiterated the additional recommendation made
in its Fourth Report 1963 that preparation of the annual financial
statements for the Unemployment Insurance Fund should be made a
statutory responsibility of the Unemployment Insurance Commission and
that the statements should be reported on by the Auditor General.

Comment by the Auditor General: The Minister of Labour wrote to me in
the following terms on this subject under date of March 10, 1965:

In reply to your letter of February 26th and more specifically to the
observations made in the Fourth Report of the Public Accounts Com-
mittee, dated July 28th, 1964 relating to the Unemployment Insurance
Fund administration, the Prime Minister stated on February 20th, 1964
in the House of Commons:

One of the many examples of pending measures—it is one not
only of importance but one which is very close to many members,
indeed to all members—is the reform of unemployment insurance.
The large reduction in unemployment which has been achieved in
recent months has made this a less dramatically urgent problem than
when the unemployment insurance fund had to be rescued from
bankruptcy, but reforms certainly are required. The House was
informed at the start of the last session that legislation was under
consideration, and that consideration has been proceeding. If the
parliamentary timetable permits, we will be ready with legislation

later in the year.
This was the position of the Government at that date and continues

to be the position today.

With respect to the preparation of the Annual Financial Statements
of the Unemployment Insurance Fund, dealt with in paragraph 37 of the
Fourth Report, this is a matter which you would appreciate will require a
revision of the Unemployment Insurance Act. In the meantime, I might
add that informal arrangements have been made, as you are aware, for
the Auditor General to audit the Annual Financial Statements of the

Unemployment Insurance Fund. :
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12. Board of grain commissioners. In its Fifth Report 1961 the
Committee had stated that it felt concerned that in each year since
1953-54 the expenditure of this activity had exceeded its revenue by
more than $1 million and it requested the Auditor General to keep this
matter under review and report thereon to the Committee in due course.

Comment by the Auditor General: Expenditures of the Board, including the
estimated cost of $294,000 for services provided without charge by other
government departments, exceeded revenues by $1,823,000 for the year ended
March 31, 1965.

Effective August 1, 1965 the fees charged by the Board for inspection and
weighing services have been increased by 50%. Had the increased rates been in
effect throughout the year ended March 31, 1965, the Board’s revenues would
have been $1,760,000 greater.

Although it is doubtful that the increased fees will fully cover the
continually increasing costs of the Board, the increase was nevertheless sub-
stantial and the Committee may feel disposed to observe the results of
operations for the next two or three years without further special reports.

13. Office of the Auditor General. In the opinion of the Committee, it
is fundamental that this independent auditing office be strong, capable,
efficient and equipped to operate in accordance with the high standards
of independence and objectivity expected of professional accountants,
with respect to the legal duties.

The Committee believes that as an officer of Parliament the Auditor
General should be free to recruit the staff he needs in the same
independent manner as do other officers of Parliament and Crown
corporations generally. The Auditor General informed the Committee
that the recruitment outlook was currently satisfactory and that, barring
any unforeseen developments, he believed that he could fill his presently
approved staff establishment under existing arrangements by the end of
the year. The Committee therefore asked him to render a further report
on this situation in due course.

The Committee noted that amendments to the Financial Adminis-
tration Act were to be introduced in due course and believed appropriate
amendments should be considered at that time designed to allow the
Auditor General to appoint such officers and employees as are necessary
for the proper conduct of his Office.

Comment by the Auditor General: As explained in paragraph 11 of my 1965
Report to the House, the Audit Office’s working strength totalled 193 at
November 30, 1965 compared with 173 approximately a year earlier. The
approved staff establishment remains at 220 and, with its current working
strength at 198, the Office is thus short 22 employees at the present time.
Although this shortage continues to place a heavy burden on the Office in
carrying out its responsibilities, it has been possible to increase and diversify
the scope of its work to a certain degree. The extent to which this can be
developed further must depend on the success that can be achieved by the Civil
Service Commission in filling the existing establishment vacancies.
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No action has been taken with respect to the Committee’s recommendation
that an appropriate amendment be made to the Financial Administration Act to
allow the Auditor General to appoint such officers and employees as are
necessary for the proper conduct of his Office.

Fifth Report 1964—presented to the House on August 5, 1964
Canadian Broadcasting Corporation

14. Report of the Royal Commission on Government Organization.
The Committee recommended that the Secretary of State table an official
memorandum in the House presenting the views of the Canadian
Broadcasting Corporation and its replies to each of the matters dealt with
by this Royal Commission in its Report 19 and that this be done before
the estimates of the Corporation are considered by the House.

Comment by the Auditor General: Reference is made to this recommendation of
the Committee in paragraph 187 of my 1965 Report to the House. Although no
action has been taken yet along the lines recommended by the Committee, it
will be noted from the lengthy comments on the Royal Commission studies in
chapter 8 of its report that the Advisory Committee on Broadeasting was
furnished by the Corporation with a 118-page memorandum containing its
views on Report 19 of the Royal Commission on Government Organization.
Presumably this memorandum will be available for tabling in the House in
response to the request made by the Committee and will provide the informa-
tion sought by the Committee.

Sixth Report 1964—presented to the House on October 20, 1964

15. National Defence Administrative Regulations and Practices. The
Committee expressed the hope that the changes which have been made or
are in the process of being made in the Armed Forces’ administrative
regulations will bring about the desired results. It requested the Auditor
General to inform the House of any case where the changes appear to be
inadequate or where abuse and waste of public funds develop.

Comment by the Auditor General: In accordance with this request, four matters
were dealt with in paragraph 56 of my 1964 Report to the House and two of
these were further dealt with, and one new item was introduced, in paragraph
73 of my 1965 Report to the House.

16. Unauthorized use of Crown-owned Vehicles. The Committee
recommended the regulations be amended to provide for uniform penalties
of sufficient magnitude, applicable to all personnel, to act as a real de-
terrent to the unauthorized use of Crown-owned vehicles.

Comment by the Auditor General: There has been no further change in the
situation surrounding this recommendation since the Minister of National
Defence advised me on March 5, 1965 as follows:
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Treasury Board has received statistics on this matter from all
- departments operating large fleets of vehicles. An examination of the
statements, which cover a two-year period ending March 31, 1964, will
determine if penalties are being applied in a consistent and uniform
manner.

It is expected that following this examination steps will be taken to
ensure uniformity throughout all departments.

We have asked the Secretary of the Treasury Board for advice as to what
steps are being taken to implement this Committee recommendation.

17. Financial assistance to town of Oromocto. The Committee recom-
mended to the Department of Finance that consideration be given to
writing off to expense certain loans made to the Town.

Comment by the Auditor General: The Minister of Finance advised the Chair-
man of the Committee about this matter on March 4, 1965, as follows:

A study is currently under way to determine how these loans and,
indeed, all assets such as these should be reflected in the accounts of
Canada. The study will include consideration of whether these loan items
should be written off to expenditure, and if not, how they should be
expressed and at what value. Also, consideration is being given to the
possibility of creation of specific reserves associated with specific classes
of assets.

We have asked the Deputy Minister of Finance for advice as to what steps
are being taken to implement the Committee recommendation.

18. Educational costs incurred by the Department of National De-
fence. The Committee requested the Auditor General to follow this
matter up to determine that amounts of grants underclaimed in the past
are recovered and that practices adopted by the Department to avoid
losses in the future are adequate.

Comment by the Auditor General: In this connection the Minister of National
Defence advised me on March 5, 1965 as follows:

National Defence officials have met with officials of the Ontario
Department of Education in order to clarify the preparation, audit and
certification of annual financial reports.

The financial reports for 1964 are now being progressively audited
by the Deputy Minister’s auditors and submitted to the Ontario De-
partment of Education. The school boards are being instructed, during
the course of audit, on the proper completion of the reports.

Financial reports for the years 1961 to 1963 have been revised and
submitted to the Department of Education which has agreed to accept
these for payment of grants previously underclaimed.

We are informed that revised claims in respect of the grants underclaimed
have now been accepted by the provincial authorities and are being processed

for payment; departmental instructions have been issued designed to avoid
future losses.
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19. Assistance to provinces by the armed forces in Civil emergencies.
The Committee noted that certain provinces had not settled outstanding
accounts with the Department of National Defence relating to assistance
provided by the Armed Forces in civil emergencies in prior years. It also
noted that as the Department had not been successful in collecting the
accounts, they had been referred to the Executive for direction but such
direction had not as yet been received. The Committee directed the
Auditor General to inform it of the final outcome of these matters.

Comment by the Auditor General: No further advice is available on this
situation since March 5, 1965 when the Minister of National Defence advised me
that “there has been no change from the situation as reported to the Public
Accounts Committee”. It might also be noted that on March 4, 1965 the Minister
of Finance advised the Chairman of the Committee that “no decision has yet
been reached with respect to this question. A satisfactory solution is still being
sought”.

I have asked the Deputy Minister of Finance to inform me where this
matter stands.

20. Pension awards effective at early age. The Committee noted that
the Department of National Defence has been conducting a general
review of the benefits payable under the Canadian Forces Superannua-
tion Act and has been considering the advisability of introducing de-
ferred pensions similar to those provided for under the Public Service
Superannuation Act and that this review 1s continuing. The Committee
requested the Auditor General to keep it 1nformed as to the progress
being made in the introduction of deferred pension benefits for service-
men retiring at comparatively early ages.

Comment by the Auditor General: I was advised on March 5, 1965 by the
Minister of National Defence that “no decision has been taken on possible
amendments to the Canadian Forces Superannuation Act pending the comple- -
tion of studies undertaken following the decision to integrate the forces which
will have a bearing on those decisions.”

It will be noted that paragraph 84 of my 1965 Rgport deals with this
matter. The Department has been reviewing the existing provisions of the
Canadian Forces Superannuation Act and has l?een con51‘de_r.1ng the merits of
providing deferred annuities similar to those available to civilian employees but
does not contemplate proposing any changes until a more detailed study
embracing the implications of the Canada Pension Plan has been completed.

91. Discretionary awards of service pensions. The Committee noted
that the Department of National Defence is making a study in an
endeavour to achieve a system under which the entitlements to all
pensions would be specific which, if this were possible, would eliminate
the considerations of the Pension Board which is now responsible for
establishing reasons for release. The Committee requested the Auditor
General to advise it in due course of any action taken to revise the

present system.
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Comment by the Auditor General: Further reference to this problem is to be
found in paragraph 65 of my 1964 Report and again in paragraph 85 of my 1965
Report to the House.

As in the case of item 20, the Minister of National Defence advised me on
March 5, 1965 that “no decision has been taken on possible amendments to the
Canadian Forces Superannuation Act pending the completion of studies under-
taken following the decision to integrate the forces which will have a bearing
on those decisions.”

22. Overlapping of pension benefits. The Committee was pleased to
hear from the Deputy Minister of National Defence that it is his intention
when the Canadian Forces Superannuation Act is to be amended to bring
this matter to the attention of the Ministers with a view to preventing
future incidents of this kind. The Committee requested the Auditor
General to keep it informed as to progress made.

Comment by the Auditor General: No further information is available regarding
this matter since the Minister of National Defence advised me on March 5, 1965
that, as in the case of items 20 and 21 above, “no decision has been taken on
possible amendments to the Canadian Forces Superannuation Act pending the
completion of studies undertaken following the decision to integrate the forces
which will have a bearing on those decisions.”

23. Advances to the Exchange Fund Account. The Committee recom-
mended that in the event the holdings of the Account drop in value by an
amount sufficient to eliminate the surplus of $30.3 million at December
31, 1963 and create a deficit in the Account, the Minister of Finance of
the day give immediate consideration to the elimination of the deficit in
order to maintain the full value of the advances made from the Con-
solidated Revenue Fund to the Exchange Fund Account.

Comment by the Auditor General: A summary of the Exchange Fund Account
is contained in paragraph 177 of my 1964 Report and in paragraph 228 of my
1965 Report to the House. It will be noted that the holdings of the Account have
not dropped in value and there was a surplus of $31.7 million at December 31,
1964.

24. Errors in Public Service Superannuation Account Pension and
Contribution Calculations. The Committee expressed concern that this
matter (first drawn to the attention of the Department of Finance by the
Auditor General in 1959), which it regards as being very serious, is
taking so long to be corrected. It requested the Auditor General to keep
it fully informed.

Comment by the Auditor General: In my 1964 Report to the House I outlined in
paragraph 51 how the responsibility for the operation of the Superannuation
Branch had been placed under the direction of the Comptroller of the Treasury
in December 1963.

The extent to which the high incidence of errors continues in the Super-
annuation Account pension and contribution calculations is described in para-
graph 64 of my 1965 Report to the House.

i
1
'
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25. Pension increased by payment of two salaries. The Committee
stated it expects to see suitable amending legislation introduced in due
course to protect the Public Service Superannuation Account from
excessive annuity charges and requested the Auditor General to keep it
fully informed.

Comment by the Auditor General: The Minister of Finance advised the Chair-
man of the Committee on March 4, 1965 as follows:

The recommendations contained in these sections (items 25 and 26)
...have been noted and are being considered in relation to possible
amendments of the Public Service Superannuation Act.

26. Reciprocal transfer agreements for Superannuation Benefits. The
Committee suggested that when the Public Service Superannuation Act
is next amended a suitable amendment be introduced which will provide
for the disposition of any excess amounts of contributions in reciprocal
transfer cases.

Comment by the Auditor General: The Minister of Finance advised the Chair-
man of the Committee on March 4, 1965 as follows:

The recommendations contained in these sections (items 25 and 26)
...have been noted and are being considered in relation to possible
amendments of the Public Service Superannuation Act.

27. Interest charges on loans to the National Capital Commission.
The Committee recorded how, in its Fourth Report 1963, it had expressed
the view that since outlays on properties such as those held by the
National Capital Commission are expenditures of the quwn rather than
income-producing investments, it would be more realistic were Parlia-
ment asked to appropriate the funds in the years in which properties,
which are not to be specifically held for resale, are to be acquired, instead
of leaving the expenditure involved in the repayment of loans to be
absorbed in future years.

After hearing further evidence, the Committee stated it continues to
hold the view that outlays on properties such as these are expenditures
of the Crown rather than income-producing investments, and that Par-
liament should be asked to appropriate the funds in the years in which the
properties are to be acquired. It pointed out that if !;his were done it
would eliminate the need for Parliament to appropriate funds to the
Commission to service loans made under the present practice. The Com-
mittee repeated its request that the Department of Finance review the
existing practice with the National Capital Commissior_l with a view to
placing the financing of the Commission on a more realistic basis.

Comment by the Auditor General: The Deputy Minister of Public Works
advised on February 24, 1965 that the National Capital Commission is fully
conversant with the various facets of this problem and is awaiting further
directions from the Department of Finance in this regard. The Commission
understands this recommendation places the initiative for the review on the
Department of Finance.
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As is indicated in paragraph 202 of my 1965 report, the practice of charging
interest continues unchanged. This practice in its wider implications is dealt
with in my 1965 Report under paragraph 167.

28. Accounts receivable. The Committee expressed concern that
weaknesses exist in the internal control with respect to accounts receiva-
ble and suggested that the Treasury Board have the matter studied with
a view to ensuring that amounts due to the Crown are adequately
recorded, that an accounts receivable control system is instituted and that
collection procedures are tightened up and firmly enforced.

Comment by the Auditor General: I have been advised by several departments
as to steps taken to improve their accounts receivable systems and tighten
collection procedures.

On March 4, 1965 the Minister of Finance advised the Chairman of the
Committee that a study was under way to ensure that amounts due to the Crown
are adequately recorded and to institute an accounts receivable control system.
A Treasury Board directive on this subject is expected momentarily.

The Committee had also recommended that a summary showing the overall
total of accounts receivable be included in the Public Accounts each year. This
recommendation has been inplemented and a summary by departments appears
on page 9.25 of Volume I of the Public Accounts for 1964-65.

Reference is also made to paragraph 168 of my 1965 Report to the House.

29. Indirect compensation to chartered banks. The Committee recalled
that, in its Fourth Report 1963, it had advised the House that it was
in agreement with the view of the Auditor General that the arrangement
existing between the chartered banks and the Government of Canada
does constitute indirect compensation to the chartered banks and that
this may be construed as being contrary to the intent of section 93(1) of
the Bank Act.

The Committee reiterated its belief that, if the banks are to be com-
pensated for services provided to the Crown, consideration should be
given to the most equitable manner in which this may be done, with
statutory sanction being given by means of an appropriate amendment to
the Bank Act, possibly at the time of the decennial revision in 1965.

Comment by the Auditor General: The Minister of Finance advised the Chair-
man of the Committee on March 4, 1965 that he had noted the above
recommendation of the Committee and that consideration was being given to an
appropriate amendment to the Bank Act.

Reference to this is made in paragraph 62 of my 1965 Report to the House
wherein it is pointed out that subsection (2) of clause 93 of Bill C-102, which
was given first and second readings and referred to the Standing Committee on
Finance, Trade and Economic Affairs during the 1965 session of Parliament, was
designed to permit the continuation of the practice of compensating the banks
indirectly for services provided to the Crown by keeping non-interest bearmg
funds (currently an aggregate of $100 million) on deposit with them.
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30. The Canada Council. The Committee stated that, in its Fourth
Report 1963, it had noted that the Council proposed to accept the 1956
census as a basis for distribution of the profits realized and interest
earned on the University Capital Grants Fund and also to accept the
“hotch-pot” or trust fund approach to this distribution. Because of doubts
expressed by other legal counsel and the Auditor General as to the
propriety of applying these bases, the Committee had postponed further
consideration of the matter.

The Committee was informed that in the interim the Council had
proceeded to allocate and distribute funds resulting from profits realized
and interest earned on the foregoing bases. The Committee regarded the
approach as a reasonable one, but because of the conflicting views held as
to whether the action taken is ultra vires of subsection (2) (b) of section
17 of the Canada Council Act, recommended that steps be taken to seek
amending legislation to provide clear authority for the Council to use
the 1956 census and the “hotch-pot” approach in the distribution of
interest and profits in respect of the University Capital Grants Fund.

Comment by the Auditor General: In a letter to the Chairman of the Committee
dated March 8, 1965, the Secretary of State stated:

In dealing with the Sixth Report of the Committee concerning the
Canada Council, this proposal suggests a clarification of the legislation in
respect of the use of the 1956 census data. This, of course, is a good
suggestion which the Government would like to keep open at this time
since a number of other points relating to the Canada Council are under
consideration, and these, also, could result in the need for legislative
amendment. Until this study has been completed, it is not intended to
propose that the House consider minor amendments.

Seventh Report 1964—presented to the House on December 7, 1964
Surplus Assets Disposal

31. The Committee expressed deep concern that while physical
inventory quantities are maintained and are readily available in respect
of all of the equipment and supply items maintained by the Department
of National Defence, the purchase cost of the materials, including sup-
plies and equipment stores at supply depots and at repair and overhaul
contractors’ establishments, is not available. In accordance with sound
business practice, it would be reasonable to ascertgin, for the purposes of
financial management control, the value of the inventory and what it
costs to store and handle such an inventory. : ;

392. While the Committee expressed its satisfaction with the supervi-
sed by the Department of National Defence over its
physical inventory quantities, it did not see how the Del?artment can
perform a really effective job of inventqry management_ without know-
ing the value of the inventory and what it costs to carry it. Furthermore,
the lack of any cost or carrying values has rendered it difficult for the
Committee either to form any reasonable estimate of the value of. the

sory methods exerci

23939—4



50

PUBLIC ACCOUNTS April 5, 1966

supplies on hand or to determine what would seem to be a reasonable
inventory level for a department the size of the Department of National
Defence to maintain for the requirements of the three Armed Forces. In
this connection it should be borne in mind that appropriations approved
for the Department of National Defence have aggregated an average of
$1,646 million annually, of which $421 million related to equipment,
materials and supplies, over the past five years so that it does not seem
unreasonable for the Committee to expect that some maximum dollar
figure of values should be established to govern the size of the inventory.
It was explained to the Committee by the officials of the Department of
National Defence that the Department has been studying this matter for
some time and the hope is entertained that it will be possible in due
course to record the dollar value of this stock subject to the extent to
which the recommendations of the Royal Commission on Government
Organization are implemented in the years ahead. The Committee found
general agreement that the determination of this would contribute
materially to an improvement in the management of an inventory of this
size.

33. The Committee made the following recommendations:

(1) that every effort be made by the executive to introduce at as early a
date as possible an effective accounting change in the operations of
the Department of National Defence whereby inventory quantities
can be costed on acquisition and recorded in the quarterly or
periodic inventory listings made by the Department;

(2) that effective with the fiscal year 1964-65 the Department of Na-
tional Defence issue a statement listing or summarizing all material
declared surplus during the year showing, to the extent it can be
determined, its original cost and the value obtained on disposal of
this equipment by Crown Assets Disposal Corporation; also the value
obtained for other surplus material, etc., declared without value to
the Corporation, and that such a statement be placed in the Public
Accounts of Canada;

(3) that the preparation of a statement similar to the foregoing be made
a requirement for each department and agency of the Government
declaring material surplus for the purpose of disposing of such
material during each fiscal year and that such statements likewise be
placed in the Public Accounts of Canada effective with the fiscal year
1964-65.

(4) Implemented

Comment by the Auditor General: (1) No changes have been made in the
accounting up to the present time.

(2) A Guide for Materiel Management which accompanied a Treasury
Board Management Improvement Circular (T.B. 635423 of January 21, 1965)

sets out the procedures and action to be taken to bring about “immediate

implementation of the recommendation.”However, the Treasury Board Circular
states that “for administrative reasons the Board indicated that this report

should be prepared in the form shown (in the Materiel Management Guide) for

P
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the fiscal year 1965-66 rather than 1964-65 as recommended by the Public
Accounts Committee.” As a consequence no statement has as yet been produced.

(3) The Minister of Finance has advised the Chairman of the Committee on
March 4, 1965 that preparations are under way to gather the information
required to produce the statements. He added that the Comptroller of the
Treasury has undertaken to include such statements in Volume II of the Public
Accounts for 1965-66 prepared from the information supplied to him by the
various departments.

(4) This recommendation dealt with sales and inspection procedures of
Crown Assets Disposal Corporation. These have since been revised as suggested.

Eighth Report 1964—presented to the House on December 7, 1964

34. Hospital Construction Grants. The Committee stated it shared the
opinion of the Deputy Minister of National Health and the Auditor
General that, since it is inherent in the Hospital Construction Program
that commitments be entered into for future years as well as the current
year, the financing of the program be placed on a period-of-years basis
with parliamentary control being exercised over the total commitments
that may be entered into.

Comment by the Auditor General: Under date of February 3, 1965 I was
advised by the Deputy Minister of Health that repeated consideration has been
given to the Committee’s recommendation in this regard. He added:
The suggestion that assistance to the provinces under the National
Health Grants be placed on a period-of-years basis, particularly as
related to the Hospital Construction Program, is being reviewed at the
present time. In order to implement the recommendation of the Com-
mittee that Parliament should control monies under the Hospital Con-
struction Grant on a period-of-years basis, it is believed that it would be
necessary to give statutory authority to the National Health Grants
arrangement. This question of statutory authority, as I indicated earlier
in this letter, is presently under review and the opinion of the Commit-
tee has been brought to the attention of my Minister.

35. Awards under the Pension Act. The Committee made the following
recommendations designed to clarify the Act:

(a) that the extent of the powers delegated to the Commission under
section 25 of the Act, “to grant a compassionate pension, allowance
or supplementary award in any case that it considers to be specially
meritorious” where the applicant is otherwise unqualified to receive
such an award, be clarified by defining the term “specially meri-

torious;”

(b) that the ambiguity under the Act whereby section 40 (2) appears to
contemplate that a pension in respect of death of a member of the
forces be limited to a single class of recipient whereas other sections
of the Act provide that payments in respect of a death may be made
concurrently to a widow (section 37), children (section 26) and
parents (section 38), be eliminated;
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(c)

(d)

(e)
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that the inconsistency apparent under section 38 of the Pension Act
where pensions awarded to widowed mothers under subsection (3)
thereof, which requires that the parent must be incapacitated by
mental or physical infirmity from earning a livelihood, are by reason
of subsection (7) being continued in payment even though the
widowed mothers have subsequently been able to undertake full-
time employment, be removed;

that consideration be given to adding a section to the Pension Act
similar to section 18 of the War Veterans Allowance Act to deal with
cases where it appears to the Commission that there had been a
deliberate disposal of property for the purpose of qualifying for a
dependent parent award;

that, having regard for section 40 (1) of the Pension Act which

provides that no person shall be awarded more than one pension in
respect of death, the Commission reconsider the legality of its
decision to permit an award to a dependent parent of a second
pension in respect of the death of a child after the rights to a pension
awarded in respect of the death of another child have been lost under
the terms of section 45 (2) of the Act.

Comment by the Auditor General: This matter is referred to in paragraph 89 of
my 1964 Report to the House and in paragraph 138 of my 1965 report to the

House.

The Minister of Veterans Affairs advised the Chairman of the Committee

on March 3, 1965 respecting each of the above recommendations as follows:

(a)

(®)

“This section was designed to make it possible for the Canadian
Pension Commission to grant a pension to persons where, as men-
tioned in the Pension Act, the applicant is otherwise unqualified to
receive such an award. Before such an award is granted, the Com-
mission must decide that the claim is ‘specially meritorious’ as
required by the legislation. This term °‘specially meritorious’ was
deliberately left undefined in order that the Commission’s dis-
cretionary authority would in no way be limited. It goes without
saying that any definition of this term would unquestionably have
the effect of limiting such discretionary authority. If this phrase
were carefully defined, I am satisfied that sooner or later claims$
would arise which because of the definition the Commission would
be unable to grant, even though it might be obvious to all concerned
that the claim merited favourable consideration.”

“In my view the only way in which this recommendation could be
put into effect would be to delete sections 37, 26 and 38 completely
from the legislation. It would also appear to be necessary to repeal
section 39 as well as one or two other sections of the Pension Act
before the terms of this recommendation could be met. Therefore
it is a question of deciding whether these provisions should be with-
drawn, and this is a decision which can only be reached by Parlia-
ment. If the sections in question were withdrawn, it would mean
that no pension would be paid to, or on behalf of children, and
dependent parents, and brothers and sisters, would have no entitle~
ment.”
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(c) “Section 38(7) of the Pension Act was designed originally to encour-

(d)

(e)

age a widowed mother to seek employment, and hence the provision
that pension will not be reduced on account of personal earnings.
This places the widowed mother in a preferred class as compared
to the dependent parent or parents, and again it is a question for
Parliament to decide whether these widowed mothers should be
given such preferential treatment.

It is worth noting that at the moment these widowed mothers are
all well up in years because they must of necessity be the mothers of
men who served in World War II. Barring future wars, therefore,
these payments are not of a continuing nature.”

“In deciding entitlement and the amount of the award granted, the
Commission now takes into consideration all aspects of the claim.
For instance, if the parent owns a home clear of encumbrance, the
amount of pension paid would in most cases be less than if a parent
were making substantial mortgage payments or renting. If the
property is transferred to a son or other child, and the parent lives
with the person to whom the property was transferred, a reduced
amount is authorized. It is possible, nevertheless, that there may
well be instances where the parent turns property over to a son or
daughter for the sole purpose of qualifying for pension under section
38, and under the present terms of the legislation the Commission
has no authority to reject such claims so long as the applicant is in a
dependent condition, and so long as it is estabished that the son or
daughter whose life was lost did contribute, or would in the opinion
of the Commission have contributed, substantially to the support and
maintenance of the parent. Again, the question of whether or not the
Commission should be given definite authority to reject such claims
is one which must be decided by Parliament.”

“The Commission has on several occasions and, as directed by your
Committee, will again study it thoroughly.

It should be pointed out, however, that if section 40(1) is to pe
interpreted as suggested by the Committee in its recommendation, it
would not be possible to pay a widow’s pension under the following
circumstances: A widow loses her husband in World War I, and she
is duly pensioned following his death. She later remarries, and the
second husband is killed during World War II. The report of the
Committee suggests that section 40(1) should be interpreted to mean
that this widow would not be entitled to receive a pension for the
loss of her second husband.

The Commission is of the opinion that a dependent parent who
has lost two sons is entitled to very special consideration. It ig
obvious that the intent of section 38 is to provide the maintenance
which the dead son or daughter would have provided had he or she
lived. If there is evidence to indicate that the second son would have
provided this maintenance had he lived, then it seems only just ang



54 PUBLIC ACCOUNTS April 5, 1966

equitable that the parent should, in the event that he or she falls
into a dependent condition, be equally entitled on account of both
sons.”

In September 1965 the Treasury Board approved the appointment of a »
committee of three persons not connected with the Department of Veterans
Affairs or the Canadian Pension Commission, for a survey of the organization
and work of the Canadian Pension Commission and for preparation of a report
and recommendations thereon to the Minister of Veterans Affairs. Included in
the field to be studied is the interpretation of such sections of the Pension Act
which, in the judgment of this committee, should be considered.

36. War Veterans Allowances. The Committee made the following
recommendations:

(a) the Committee, after taking note of the increasing number of
overpayments arising mainly from veterans making false or mislead-
ing statements, and of the fact that, although 80 such cases had been
referred to the Board by the Auditor General in 1962 and 1963, in
none of these had legal action been instituted, recommends that all

CTe cases of deliberate deception which come to notice be vigorously
prosecuted;

(b) that the Act should be amended to recognize mortgages receivable
and agreements for sale as either personal property or an interest in
real property. In the meantime, where it appears to the Board that
the terms of a mortgage receivable or agreement for sale are
unrealistic in relation to the life expectancy of the individual and the
going market rates, the Board should deem the return from these

_ assets to be at a reasonable monthly rate;

(c) that in cases where the presence of a child is the reason for an award
at married rates, the income of the child, except income specifically
exempted under the Act, be taken into account in determining the
amount of the award.

Cpmment by the Auditor General: This matter is referred to in paragraph 91 of
my 1964 Report to the House and in paragraph 139 of my 1965 Report to the
House.

The Minister of Veterans Affairs advised the Chairman of the Committee
on March 3, 1965 respecting each of the above recommendedations as follows: |
- (a) “In considering this suggestion I have reviewed the problem as out-
lined in the evidence given by the Director of Legal Services in ‘
Appendix B of the Minutes of Proceedings and Evidence, No. 24
dated November 3, 1964, of the Committee. b
The action taken by the Courts, where legal steps have been
instigated has almost invariably resulted in suspended sentences
based, no doubt, on the facts that the wrongdoer is a veteran, that
he is nearly always elderly and that his health would not bear up
under imprisonment. I have noted, too, that recoveries are made by
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(b)

(c)

deductions from the allpwance, by mortgages taken in the interests
pf the Crown and that judgments or executions are kept up to date
in order to effect recovery of overpayments.

Nevertheless the comments of the Committee on taking a stiffer

line on wrongdoers will receive full consideration during which all
factors will be taken into account.”
“This recommendation, dealing with the policy of not considering
mortgages receivable from the sale of a residence as personal prop-
erty or as marketable securities, has also received my consideration.
I have noted from the evidence given before your Committee that
by treating mortgage receivable payments from the sale of a resi-
dence, as income, it is more economical in the long run. If a recipient
or applicant were forced to discount his mortgage receivable, he
would in time be able to come on the allowance at the full rate.
Also, where the mortgage receivable payments are not large, the
widow of a recipient would suffer financial distress until such time
as she could discount her mortgage to get funds for maintenance.
The War Veterans Allowance Board does assess a reasonable return
when the terms of the mortgage are unrealistic.

I am also impressed by the fact that the Regulations under the
three benefit Acts of the Department of National Health and Welfare
deal with mortgage receivable payments in a manner similar to that
followed by the Board at the present time. I refer to the regulations
under the Old Age Assistance Act, the Blind Persons Act and the
Disabled Persons Act.

In the light of the above comments I do not consider that the
present Board policy should be changed as it has proven to be, over
the years, an eminently satisfactory approach.”

“If this proposal were complied with it would, in the opinion of the
Director of Legal Services and the Department of Justice, require
an amendment to the War Veterans Allowance Act.

Cases where a dependent child is in receipt of assessable income
are very rare. Bequests to children are almost invariably payable
only after age 21, and such income as a child is permitted by law
to earn constitutes very limited personal funds. Even though it were
possible to ascertain these amounts, they would be exempt as
casual earnings.

A liberal exemption in the amount of $950 of the earnings of a
dependent child, is exempted for a wage earner under the Income
Tax Act. In the case of a war veterans allowance recipient, his
income is limited to his ceiling.

Because of these reasons, I do not feel that any change should be
made arising from this recommendation.”

The Minister concluded his letter as follows:

In considering these three recommendations made by the Committee,

I have given some weight to the fact that the War Veterans Allowance
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Act is welfare legislation dealing with otherwise eligible veterans, wid-
ows and orphans, who find themselves in need of financial aid for
maintenance.

Consequently, as welfare legislation, I believe that the Act should be
administered with a broad and liberal interpretation in the interests of
those recipients who depend upon it for their livelihood.

I am pleased to have this opportunity to provide the Committee with
my comments on all these recommendations on matters that fall under
my jurisdiction.

37. Amendments to the Customs Act and the Excise Tax Act. The
Committee made the following recommendations:

(a) Implemented

(b) Sales of goods unclaimed at Customs—
that the practice of the Department in waiving all or part of
whatever storage charges are applicable in order that at least
the duties may be recovered be given statutory sanction by
means of an appropriate amendment to section 23 of the Cus-
toms Act.

(c) Implemented

(d) Determination of ‘sale price’ for sales tax purposes
that an amendment be made to the Excise Tax Act designed to
give statutory sanction to the existing scheme of valuation fol-
lowed by the Department of National Revenue in authorizing
manufacturers by regulation to compute the sales tax on less
than the actual sale price.

Comment by the Auditor General: (a) This recommendation of the Committee
had to do with release of goods under Customs Collector’s permission. In this
connection the Customs Act was amended by Chapter 16, 1965, and the
amendment reads: “The Governor in Council may make regulations prescribing
the terms and conditions upon which goods may be entered into Canada free of
any requirement that the importer shall, at the time of entry, pay or cause to be
so paid all duties on the goods so entered inwards”.

(b) No amendment has yet been made to the Customs Act to authorize the
deletion of warehouse charges when goods are sold at auction. Thus the practice
of the Department in waiving such charges does not yet have statutory sanction.

(¢) This recommendation relates to duties and taxes on surplus United
States Government property sold in Canada. The Committee recommended that
the Customs Act be amended to provide statutory authority for a composite rate
to be applied to the proceeds of sales in Canada. This recommendation has been
implemented by an amendment to the Customs Act by Chapter 16, 1965, which
reads in part as follows: “Where goods, the property of the government of 2
country other than Canada, that were imported into Canada free of duty or at &
rate lower than that to which they would otherwise be liable, are sold or
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otherwise disposed of on behalf of the government of such country in accord-
ance with an agreement between the governments of such country and Canada,
such goods shall be charged with duties payable at such rate as may be
determined by the Minister.”

(d) On March 4, 1965 the Minister of Finance advised the Chairman of the
Committee as follows:

It is believed that section 38(1) of the Excise Tax Act gives the
Minister of National Revenue authority to determine the sale price for
tax purposes in instances where it is necessary to do so. This section
reads as follows:

38. (1). The Minister of Finance or the Minister of National

Revenue, as the case may be, may make such regulations as he

deems necessary or advisable for carrying out the provisions of this

Act.

Suggestions have been made from time to time that more specific
rules be provided in the Excise Tax Act under which the Minister of
National Revenue would have authority to establish amounts different
from the actual selling price to be the basis for sales tax. However, it has
not been found possible to devise a satisfactory series of definitions and
rules for this purpose. It is now considered advisable to wait for the
report of the Royal Commission on Taxation before making a change of
this kind in the Excise Tax law.

38. General election expenditures. The Committee noted the practice
followed over the years of making accountable advances to election

officers for the payment of office rental and various other expenses
incurred in connection with an election. It noted that the Chief Electoral

Officer in his report to the Speaker of the House of Commons on the 1962
general election had recommended that the Canada Elections Act be
amended to provide for the payment of an accountable advance to an
election officer, limited to an amount which might be necessary to defray
such office and other incidental expenses as may be approved under the
tariff of fees, costs, allowances and expenses.

The Committee recorded its support of this recommendation by the
Chief Electoral Officer and expressed the hope that the amendment will

be considered by Parliament at an early date.

Comment by the Auditor General: The Chief Electoral Officer recommended to
the Speaker of the House of Commons following the 1962 general election that
the Canada Elections Act be amended to provide for the payment of an
accountable advance to an election officer, limited to an amount which might be
necessary to defray such office and other incidental expenses as may be
approved under the tariff of fees, costs, allowances and expenses. However, the
Act has not yet been amended. Accountable advances have continued to be
made to election officers as requested by the Chief Electoral Officer. These
advances are being recovered as the several election officers submit their

accounts to the Treasury.



58

PUBLIC ACCOUNTS April 5, 1966

39. Accounts not examined by the Auditor General. The Committee
noted that although this officer of Parliament is the auditor of the
majority of the Crown corporations, it has not been the practice of
successive governments to appoint the Auditor General the auditor of
seven of the Crown corporations and other public instrumentalities and
that therefore their accounts have not been examined and reported upon
by him to the House. The Committee expressed its belief that it would be
in the best interests of Parliament in its control of public funds were the
Auditor General empowered to audit the accounts of all of the Crown
corporations, agencies and public instrumentalities owned or controlled
by the Crown, wherever they may be, and to report thereon to the
House.

The Committee therefore recommended:

(a) that the Auditor General be appointed either the sole auditor or a
joint auditor pursuant to subsection (2) of section 77 of the Finan-
cial Administration Act, of each Crown corporation, agency and
other public instrumentality in respect of which other auditors have
been or may be appointed;

(b) that in cases where such other auditors are appointed, they function
as joint auditors with the Auditor General, and that such appoint-
ments be made by the government acting on the advice of the
Auditor General.

Comment by the Auditor General: There has been no action taken with respect
to this recommendation.

On March 4, 1965 the Minister of Finance advised the Chairman of the

Committee as follows:

I have noted the recommendations contained in sections 12 and 13 of
the Eighth Report of the Standing Committee on Public Accounts [i.e.
items 39 and 40 herein] but do not propose to initiate any action on these
at the present time.

40. Audit of the Office of the Auditor General. The Committee noted
that pursuant to the provisions of section 75 of the Financial Adminis-
tration Act, an officer of the public service nominated by the Treasury
Board examines and certifies to the House of Commons in accordance
with the outcome of his examinations the receipts and disbursements of
the Office of the Auditor General.

The Committee recommended that this section of the Financial
Administration Act be amended to provide that the receipts and dis-
bursements of the Office of the Auditor General be examined by 2
qualified person nominated by Parliament through its Standing Com-
mittee on Public Accounts, and that such person should report thereon to
the House of Commons.

Comment by the Auditor General: There has been no action taken with respect
to this recommendation.

Ry SAREEUN— N S—-——
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On March 4, 1965 the Minister of Finance advised the Chairman of the
Committee as follows:

I have noted the recommendations contained in sections 12 and 13 of
the Eighth Report of the Standing Committee on Public Accounts (i.e.,
items 39 and 40 herein) but do not propose to initiate any action on these
at the present time.

* * *

COMMITTEE RECOMMENDATIONS ON WHICH
ACTION HAS BEEN TAKEN

Fourth Report 1964
Advertising costs
Educational leave costs
Payment of maintenance expenses of Civil
Service Recreational Association Centre

Fifth Report 1964—Canadian Broadcasting Corporation
Annual report
Statement of Operations
Size of operating and capital requirements
Authority of Comptroller over Regional Accountants

Sixth Report 1964
Lease termination payments
Superannuation Accounts

Eighth Report 1964
Employment of part-time doctors by Department
of Veterans Affairs

In addition, as is indicated under items 6, 28, 33 and 37 of this follow-up
report, there was partial implementation of the Committee’s recommendations
respecting the form and content of the Estimates (Fourth Report 1964),
accounts receivable (Sixth Report 1964), surplus assets disposal (Seventh
Report 1964) and amendments to the Customs Act and the Excise tax Act

(Eighth Report 1964).
Ottawa, February 28, 1966.
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MINUTES OF PROCEEDINGS
THURSDAY, April 21, 1966.

The Standing Committee on Public Accounts having been duly called to
meet at 9:30 o’clock a.m., the following members were present: Messrs. Baldwin,
Ballard, Cameron (High Park), Dionne, Forbes, Hales, Leblanc (Laurier),
Lefebvre, Thomas (Maisonneuve-Rosemont), Winch (10).

In attendance: Mr. A. M. Henderson, Auditor General of Canada; and
Messrs. Long, Stokes and Sayers of the Auditor General’s office.

At 9:55 a.m. there being no quorum, the Chairman postponed the meeting

to the call of the Chair.
M. Slack,

Clerk of the Committee.

TUESDAY, April 26, 1966.
(3)

The Standing Committee on Public Accounts met this day at 9:45 a.m. The
Chairman, Mr. A. D. Hales presided.

Members present: Messrs. Bigg, Cameron (High Park), Flemming, .HaleS,
Leblanc (Laurier), Lefebvre, Morison, McLean (Charlotte), Muir (Lisgar),
Noble, Stafford, Thomas (Maisonneuve-Rosemont), Thomas (Middlesex West),
Tucker, Winch (15).

A. M. Henderson, Auditor General of Canada; and

I : Mr.
A -qitendanes : he of the Auditor General’s office.

Messrs. Long, Stokes, Sayers and Laroc
The Chairman spoke to the Committee on the importance of achieving a
quorum.

On motion of Mr. Winch, seconded by Mr. McLean (Charlotte),

__That the Committee seek to have the quorum reduced from

Resolved, s : . R e
13 to 10 members, and the Committee authorized to sit while the House is sitting.

! £k 2 ;
A discussion arising thereon, Mr. Winch’s motion (above) was withdrawn,

by unanimous consent.

On motion of Mr. Winch, seconded by Mr. Tucker,
Resolved,—That the Committee request that its quorum be reduced from

13 to 10 members.

61
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On motion of Mr. Winch, seconded by Mr. McLean (Charlotte), i

Resolved,—That the Committee seek authority to sit while the House 15‘[
sitting. !

Respecting the appearance of departmental and Crown Corporation officials D
before the Committee, on motion of Mr. Leblanc (Laurier), seconded bYﬁ
Mr. Lefebvre,

Resolved,—That officials of the St. Lawrence Seaway Authority and th
Canada Council be invited to appear before the Committee.

Mr. Henderson, The Auditor General asked permission to be absent frorﬂ?
the Committee to attend a convention of Auditors General in Europe.

On motion of Mr. Winch, seconded by Mr. Tucker,
Resolved,—That Mr. Henderson be excused by the Committee to attend a
convention in Europe May 9-18, 1966.

Mr. Leblanc received permission to read into the evidence a statemeni
respecting the authority of the Auditor General (taken from the Glassco Reports
Volume 1, page 67, French Edition).

The Chairman reviewed the line of questioning to be followed in the follow=
up report, and the Committee commenced consideration of the Auditor General’s
report for the year ending March 31, 1964.

Questioning of Mr. Henderson continuing, the Committee adjourned 0
Thursday, April 28, 1966.

J. H. Bennett, 3

Clerk of the Committee.

e, TaR




EVIDENCE :
(Recorded by Electronic Apparatus)

TuEspAY, April 26, 1966.

® (9:45 am.)

The CHAIRMAN: Gentlemen, we have a quorum. At the last meeting we
were unable to secure a quorum. I suggested at that meeting that I write a
letter to those that were absent, which I did. That letter stated the large
amount of work that we have to do before this very'important Committee.
I realize also that there are times when it is difficult for people to be present.
They have very legitimate reasons for being absent. I also realize that we have
a terrific amount of work that the House has asked us to do. If there are
People on the Committee who are not particularly interested in public accounts,
I would suggest that they get in touch with their whips and ask them to name
somebody else in their place. But I am sure that everybody that is here and
on this Committee is sincerely interested in the Public Accounts Committee,
because it is a very interesting Committee; you will learn more about the
Operation of government through this Committee than any other way that
I know of.

I would like the Committee to give consideration to this thought, and I
open the meeting for discussion on it.

Would you think it advisable that we should reduce our quorum to ten,
or ask permission to reduce our quorum to ten? Dou you think we should
ask permission to sit while the House is in session? We would ask for such
permission because of the tremendous backlog of work that is in front of us,
and also that we have occasion to call witnesses. In many cases these witnesses
are very busy people. We have to carry on with the investigation a'nd mgke
it continuous. These are things to which I would like you to give consideration.

I also think that consideration should be given to the possibility of a
member of a Committee being away on a tour, or representing the government
on an international meeting of some type, which will cause him to be away
for four or five weeks. I also know and I am sorry to report this that Mr.
Tremblay, one of our members, is sick in the hospital and will be there for
three or four weeks, and then he will have a period of recuperating which
means he might be away for six or eight weeks. Would it.not bfe possible for
these people to ask their whips to nominatg a successor in .thelr place until
their return? These are things, I think, to which the Committee should give
consideration in order that we may get on with this big job.

And another thing, we have the Auditor Gengral and his staff. here. I
feel embarrassed when we have to wait until a quarter to ten, or wait a half
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an hour, or whatever the case may be, in order to get a quorum so that we
can proceed. These people are busy people, and we must not hold them up like
this. I now throw the meeting open for—

Mr. STAFFORD: We are one short on the Broadcasting Committee. I am
also on that Committee; that is one of the difficulties, I find.

The CHAIRMAN: Now, this brings up another matter. This whole matter
of Committee meetings must be reviewed so that these things will not happen.
It is not fair to ask you to be at two places at once; it is humanly impossible.

Mr. STAFFORD: Would we have a quorum here if I left?

The CHAIRMAN: Would we have a quorum if Mr. Stafford leaves? Well,
we will excuse you, sir, and we hope we will have the honour of your presence
next time and they will be without you.

Mr. WincH: I had the honour of being a member of a similar Committee
for some twenty years when I was in the British Columbia legislature. I have
had the privilege of being a member of this Committee ever since it was
established here. To me the Public Accounts Committee is one of the most
important committees, as important as all are in the House of Commons.

In the thirteen years, sir. I have been in Ottawa, I have always opposed
a reduction of quorums; I have always opposed sitting while the House is in
session. But the situation that we have now, with more committes, and our
inability to obtain a quorum leads me to having to accept the responsibility—
and I am the one that should accept it, in the view of what I have just told
you—of agreeing to the situation which you have outlined, because it is, without
doubt, of the utmost importance that this Committee function even with a
reduced membership.

Therefore, sir, having outlined my objections over the years to a small
quorum, my objections over the years to sitting while the House is in session—
because you cannot be a member in the House and in committee—it is with 2
great deal of regret, but because of an understanding which I had in this
Committee, I will move, if I can get a seconder, that our quorum shall be
reduced to ten and that we be allowed to sit while the House is in session-
If I can get a seconder to that I will move it, but I want to follow up by
saying that because my views on this are so well known, I would like tO
make the same statement in the House of Commons, as I am making here,
as the reason why I am prepared to move this motion.

Mr. McLEAN (Charlotte): I second it. Your remarks make common sense:

The CHAIRMAN: Moved by Mr. Winch, and seconded by Mr. McLean. Now
the motion is open for discussion. Mr. Leblanc?

Mr. LEBLANC (Laurier): I think we will have some difficulty in getting
unanimous consent in the House to sit while the House is sitting, because such
a motion was presented before by other committees and they received
special permission for a few days, but I do not believe that we will get per-
mission to sit all the time while the House is sitting.
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Mr. WincH: If you cannot get that at the time that the Chairman makes
the report, then it goes on the Order Paper and, on two days notice, a vote
can be taken.

Mr. Leresvre: I think the motion is a good one, but we will not get per-
Mmanent permission to sit while the House is sitting. We might as well have an
amendment to that motion, that we ask for three days, or four days, or a certain
t{me limit, because otherwise we will not get permission, there is no use in

idding ourselves about this.

The CHAIRMAN: Just a minute, Mr. Muir.

Mr. Mutr (Lisgar): The thing, Mr. Chairman, is that we could probably
ave a better co-ordination in the meetings. Two of us here will be marked
absent at another committee meeting this morning, which no member likes
to have done. If there could be some co-ordination among the chairman on
When the committees would meet, it might help to solve one of our problems.
I would go along with presenting the motion as is, even if the House does turn
It down, and then we could come back and ask for three or four days, or

Whatever it might be.

~ The CramrMan: I might just mention that Mr. Grant Deachman is co-or-
dinator of committees, and he is doing the best he can to co-ordinate them, but
there are too many committees, I guess, for him to handle it the way it should
be handleq.

Mr. Tucker: Mr. Chairman, I would like to suggest that Mr. Winch’s motion
be split, to make two motions: One, reduce the quorum to ten; then take a vote
on that, and two, we could take a vote on the other one. I think we must keep

em apart.

.. The CHAIRMAN: We will have a discussion, and then come back to changing
it or amending it.

Would anyone else like to speak before Mr. Winch rewords his motion?
Winch, would you like to reword it?

L, tMr. Winch: If I have the consent of my seconder, I will withdraw the
otion,

Mr,

The CHarman: Is it agreed that it be withdrawn and reworded?

¢ Mr. Winch: I would like to move that we request the House of Commons
Or permission to reduce our quorum from thirteen to ten.

Mr. Tucker: I second the motion.

Motion agreed to.

Mr. Winen: I would like to move, if I can have a sef:onder, that we rep?rt
and give notice of motion to sit while the House is in session. It does not require
Unanimous consent. A notice of motion can be discussed after 48 hours. Let us

Put the whole story before the House of Commons.
.Mr. LEFEBVRE: Will you be asking for a certain time when we may sit
While the House is in session?
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Mr. WiNcH: Mr. Chairman, I do not want to take up too much time, but I
have been on this for years, provincial and federal. For almost 33 years I have
been on Public Accounts Committees. I know the House of Commons. I know
that we cannot ask for a period of three to four weeks. If this House sits until
one week before December, we will still be meeting if we are going to handle
all the accounts and recommendations. Therefore, it is nonsensical—I am sorry
to put it that way—it is nonsensical to ask for a period of three or four weeks
when we can sit. My suggestion is that the Chairman make two reports: In
the first report, he asks for an adjustment of quorum, and unanimous consent.
But, in view of your remarks and statements made in the House, he should
then make a further report which is separate from the first one and does not
require unanimous consent because it is a notice of motion and is dealt with—
I think it is in two days, if I am correct on that.

The CHAIRMAN: Forty-eight hours.

Mr. WincH: Then it comes up for a decision in the House.
The CHAIRMAN: And it is debatable.

Mr. WincH: It is debatable.

Mr. McLEAN (Charlotte): I second the motion.
Motion agreed to.

The CHAIRMAN: Now we are on the second one which is that we be
allowed to sit while the House is in session. It has been moved and seconded.
It is open for discussion.

Mr. MorisoN: Mr. Chairman, I feel that this is just another extension of
wasting time. It seems to me since I have been here that every time we give
ourselves more time we have to reconsider it. I would much sooner see this
Committee reduced to ten and then hope that you would get ten eager men
who want to work. We work as best we can in the time allotted to us, when
the House is not sitting, and then if we find that we cannot get the work done,
then go back to the House and maybe ask for time to sit during sitting hours
of the House. But I think just to go back and bring in the motion again is
just taking up more time in the House, and wasting time in committee.

Mr. McLeAN (Charlotte): We are not going to sit in Committee if we do
not have to.

Mr. WincH: Only if we have to sit while the House is sitting on account
of our business or our witnesses. Then we have the right; and sitting while
the House is in session will require a motion of the Committee, but only if
we find that we are not making any progress when the House is not sitting-
If we have witnesses that we have called in who cannot be here for another
week or two weeks or a month, then we will decide, because we have theé
authority, to sit on that day while the House is sitting. It is not automatic that
we are going to sit. I thought that was understood, Mr. Chairman.

Mr. CaMEeRON (High Park): What is the possibility of the committees
being constituted as they are, but not having the members spread over several
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committees, say three or four, because some members of this Committee are
members of at least two other committees. How can you do your homework,
how can you be prepared to come and carry on your functions on an important
Committee like this, in the face of that situation? That is one of the things
that I think we will have to consider. And another thing that I feel should be
taken up in its proper place would be the habit of a good many members,
when something important comes up before the Public Accounts Committee,
getting switched from one committee over to another committee, and as soon
as that matter is disposed of, then they get switched back to another committee.

T think there should be more permanence in the membership of the com-
Mmittee so you can get more continuity in your work. That is another observa-
tion T would like to make.

The CHATRMAN: Would you like to add to that, Mr. Winch?

Mr. WincH: I certainly understand what you have in mind, but that is no
longer required under the rules which are now in effect. Any member of the
House of Commons who is interested in a specific matter coming before any
Committee has the right now to come to that Committee and take part in
discusions of that particular nature. The only power which they do not have
Is the vote. But they have the power now to appear before any Committee on
a particular subject being considered by the Committee.

Mr. Cameron (High Park): That is true, Mr. Wix}ch, and there certainly
could be no objection to that, but what I am saying stl_ll stands. They become
a member of the Committee so that they can vote on it, and then as soon as
that matter is over they move to some other committee. I would like to see
more permanency in the committees and probably the members not on so
Mmany committees.

® (10:00 a.m.)

The CuamrMaN: Well, Mr. Cameron, this is the environment and the
framework in which we find ourselves having to operate at the present time,
and we will see if this environment or framework can be adjusted a bit,
following your suggestion. Following what Mr. Winch has said, on May 10th,
Or instance, we would like to have the St. Lawrence Seaway Corporation

efore our Committee, and then on the 17th of May the Canada Council.

Now these are two occasions when we will start in the morning, but we
May have to carry on in the afternoon, and perhaps continue on in the evening
In order to finish those witnesses, you see? So it would be nice to have that
Provision where we could meet while the House is in session, if necessary.

If there is no further discussion, we will carry on with the witness.

Mr. Lesuanc (Laurier): For those two special days, if you ask permission
on the 9th to sit on the 10th, you will get that permission,—there is no doubt
about that—from the House. But if you ask for a blanc seing, you will not
get it, you can be sure of that. That is why I am saying that any time you
ask for something special, as for the 10th, when you will have special witnesses
for the entire day, then on that night you can ask for permission from the
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House to sit for the entire day of the 10th. Then you will get it. The same
thing applies to the 17th.

The CHAIRMAN: Well, the way the matter stands now, if there is a resolu-
tion with 48 hours’ notice it becomes debatable and the House is master of its
own rules, and it will decide what we should do.

Mr. WincH: But, suppose we do not happen to have a meeting on the
9th. It requires a motion of this Committee to ask for permission to sit in
the afternoons. If we can get permission, after notice of motion, then I would
presume, Mr. Chairman, that the authority will be in the hands of your steering
committee to ask for a sitting, because of the circumstances. That is the reason
we have a steering committee.

The CHAIRMAN: Gentlemen, I think we have had a pretty good discussion
on it, and we will proceed.

Mr. THOMAS (Middlesex West): Mr. Chairman, will the clerk read the
proposed resolution.

The CHAIRMAN: The Clerk will read the resolution.

The CLERK OF THE COMMITTEE: Moved by Mr. Winch that a notice of
motion to sit while the House is sitting, be presented to the House.

Mr. THoMAS (Middlesex West): I feel that that is complicating the matter.
We should simply ask for permission to sit while the House is sitting, and
leave it simple, and leave it general. We have no right to assume what the
House is going to do about it. The House can refuse us this permission or it
can grant us this permission. I say, leave it to the House, and put the motion
in simpler terms, no suggestion of a notice of motion, or anything else.

Mr. WincH: I am sorry, but—

Mr. THoMmAS (Middlesex West): The House can grant the committee per-
mission to meet at any time, but we have the right to if we so desire it.

The CHAIRMAN: Now, wait, before we get confused here. Let us do this
step by step. Mr. Winch moved, Mr. Tucker seconded the first motion, I
believe, that the Committee ask for permission to reduce its quorum to ten-
Secondly, moved by Mr. Winch and seconded by Mr. McLean, that the Com~
mittee, by means of a written resolution on the Order Paper ask—

Mr. WincH: This is a separate report made by yourself. You are not
asking for a decision on that.

The CHAIRMAN: This is where there is confusion. If I rise in the Hous€
and do it orally, then it requires unanimous consent of the House.

Mr. WincH: For adoption that day. But if you make a separate repOrt
saying, “I am not asking for a vote today,” then 48 hours after, you then get
up and move acceptance of the House.

The CHAIRMAN: I am following you. Do it orally first, in the hope that Wé
get unanimous consent of the House.

L%
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Mr. THomas (Middlesex West): And then when the report is made you
can say, “By unanimous consent of the House, I propose to move later this
day.” Now, if when you stand up to make the motion, unanimous consent is
not forthcoming, nothing is lost. The report is still before the House and—

Mr. WincH: Forty-eight hours later—

Mr. THomas (Middlesex West): —forty-eight hours later you can make
the motion without unanimous consent.

The CrarRMAN: All right, that is clear now. All those in favour?

Mr. THOMAS (Middlesex West): Are we sure that we have the wording
correct that we are voting on?

The CLERK OF THE COMMITTEE: Moved by Mr. Winch, seconded by Mr.
McLean, that a resolution be made to the House asking for a notice of motion
to sit while the House is sitting, if necessary.

Mr. Tucker: But what happens if this motion were rejected?
The CHAIRMAN: This will be re-worded and re-drafted.
Mr. Tucker: That is not your suggestion, is it, Mr. Thomas?

Mr. THOMAS (Middlesex West): Well, if it is reworded to suit the require-
Ments,

Mr. CaMmerON (High Park): What Mr. Winch has in mind is that ﬁ‘rst of
all you report asking for leave to reduce the quorum, and ask for unanimous
consent, and then if that passes, you present the second report and you can
ask for unanimous consent if you want to, or you can say that you are not
g8oing to ask that it be concurred in, and then, forty-eight hours later it comes
on debate.

The CHAIRMAN: The mechanics will be worked out.

Mr. CameroN (High Park): I think that is the way the motion should be.
The ChatrRMAN: I think that is understood by everybody? All in favour?
Motion agreed to.

Now, our meetings will be lined up for April 28, May 3, 5, 10, 12, and 17.
That is every Tuesday and Thursday until the middle of May. Now it is the
Wish of the Committee that we have the St. Lawrence Seaway on May 10 and
that the Canada Council on May 17. I would like to have a mover and seconder
to have these people appear before this Committee.

Mr. Lesranc (Laurier): I so move.
Mr. McLEAN (Charlotte): I second the motion.
Motion agreed to.

_ The CHAIRMAN: Now, on May 10 to 17 our Auditor General, Mr. Henderson,
Will be away. I would like to read to you a letter from Mr. Henderson stating
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why he would like to have permission from this Committee to be absent during
that period. It reads: ‘

I have a long standing date to attend important meetings in Vienna
and London during the period May 9 to May 17. As this will necessitate
my absence from Ottawa, may I ask the members of the Public Accounts
Committee if I could be excused from attending its meetings during this
time. Mr. George Long, C.A., the Assistant Auditor General, would take
my place.

I should explain that a new world body was founded recently by
the Auditors General of over seventy countries which goes by the
title of Supreme Audit Institutions. Last summer an International
Secretariat was formed and financed by the Austrian Government and
a Board of Governors established to guide its work, which is composed
of representatives of twelve countries. I have accepted an invitation on
behalf of Canada to serve as a Governor on this board representing not
only Canada but also the Auditors General of all of the British Common-
wealth countries. The board is also anxious for me to attend because of
my position as Chariman on the Panel of External Auditors of the United
Nations and specialized agencies.

Last fall I advised the Chairman of the Board of Governors that I
would make every effort to attend its first meeting this May but only
providing my absence at that time did not conflict with the work of the
standing committee on Public Accounts of the Parliament of Canada
whose approval I would wish to have before absenting myself from
Ottawa.

I should appreciate receiving your advice and that of the members

so that appropriate arrangements may be made for the convenience of
all concerned.

Gentlemen, this is the letter from Mr. Henderson. It is self-explanatory,
and I might say I thing a great honour to Canada and to himself.

Mr. WincH: If I could have a seconder, I would like to move that this
Committee appreciates the great honour which has been extended to the
Auditor General of Canada; that he be excused from attendance at the Public
Accounts Committee from May 9 to May 17, and that this Committee wishes
him all success at this most important meeting.

Mr. TuckeRr: I second the motion.
Motion agreed to.

Mr. Henderson, we shall excuse you for those meetings, and Mr. Long,
we will look forward to having you with us.

Mr. HENDERSON: Thank you very much, sir. It is a meeting that actually
the board had proposed to hold earlier than this, namely, last fall, but they
postponed it because I was unable to go last fall, and then they proposed it
this spring after your Committee had been formed.
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H_Owever, it seemed to us that perhaps you might care to have these crown
agencies before you whose officers have a good deal to say working from our
Ong form reports. Perhaps I should mention this, Mr. Chairman?

_ As you know, the Audit Office issues long form reports on those crown
agencies, and it is proposed to make copies of these available in both languages
a Week or so in advance in order that you may have an opportunity to study
heir internal financial and accounting workings before you come to the meeting
0 hear the witnesses. In that way, you will be able to put questions more
eﬁ"ectively. We would follow the same procedure as was followed in 1964,
When the C.B.C. appeared before this Committee, as I think several of the hon.
Members will recall.

The Cramrman: Now, gentlemen, we will proceed with our work.

Mr. LEeBLANC (Laurier): If you remember, at the first meeting that we
had thig yvear of the Public Accounts Committee, there was a discussion
regarding the authority of the Auditor General. Now, I would like to put on
Tecorq in French, if possible, what is put forth in the Glassco Report regarding
the definitions of the Auditor General. I think it would be good to have this
o the record. The Glassco Report defines the Auditor General’s work as fol-
OWS, in French, on page 67 in Volume 1:

(Transiation)

The other external safeguard rests with the Auditor General, in
his responsibility for judging the efficacy of government accounting
Systems, internal control and audit procedures and other techniques
of financial management, and ensuring that public funds are adequately
Protected against misuse and are legally spent. This function and his
duty of disclosing to Parliament and the public any evidence of illeg-
ality, irresponsibility and dishonesty in the handling of money, serve
as powerful deterrents.

(English)

C I think that is very clear on what the Auditor General should do in
anada,

it The CHAIRMAN: As it refers to the Auditor General and his work, I think
th-ls qnly right that we should ask the Auditor General for any comments at
IS time, if he so wishes.

that Mr. Henperson: Mr. Chairman, I am indebted to Mr. Leblanc for quoting
cOmnfeferenqe from the Glassco Report, it is a reference which, I might say,
is ing end?d itself to my officers and to me as a very forward-looking one. It

eed in accordance with the approach that we seek to bring to these matters.

be 13 anyone has any questions under this heading at any time, I should
Pleased to answer them.

® (10:15 am))

Whi I doubt that discussion of this would give you any exact insight into matters
¢h are really in the final analysis left to the Auditor General of the day.
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It is very helpful though, sir, to have this reference placed on the record of
this Committee’s meeting, and I appreciate your doing so, Mr. Leblanc.

Mr. WINCH: One question, Mr. Henderson: Since you became the Auditor
General, have you not, in principle, followed, as your responsibility, the
quotation we have just been given from the Glassco Commission?

Mr. HENDERSON: Yes, I have sought to do so, Mr. Winch, but I must at
all times, also, as my first responsibility, have regard to the law and the
definition of my responsibilities as contained in the Financial Administration
Act.

Mr. WincH: This brings me then to the next question, which I hope is
what you intend to do. Do you feel that there is any requirement in the
Act which governs your responsibility to enlarge upon, or to clarify your
authority? Is that, sir, what you have in mind?

The CHAIRMAN: Mr. Leblanc, I think, was the—

Mr. LEBLANC (Laurier): No, I did not have anything like that in mind.
I just wanted to put on the record exactly the definition given by the Glassco
Report which enlarges the definition that is in the Financial Act. I think it
is a good thing for us who are going to be sitting on this Committee to know
exactly what is the responsibility of the Auditor General. Some of us are
new around here, and do not know exactly what his position should be and,
if I remember well, at the first meeting, there were questions just to clarify
the matter. I think that this quotation clarifies it entirely.

Mr. WincH: Do you think there would be, Mr. Henderson, any need for
any enlargement of clarification in the Act of your responsibilities?

Mr. HENDERSON: No, I do not, Mr. Winch. I think the Act as it is presently
written is phrased in a rather general manner, but at the same time it does
leave the Auditor General free to bring to the notice of the House of Commons
those cases, those things, those matters, which in his view should be brought
to the attention of the House. Behind that lies a great tradition reaching back
into Westminster, and which has been dealt with by Durell and other parlia-
mentary writers who from time to time are quoted as these matters are studied.
Naturally, in the interpretation of this, you would expect that different Auditors
General will bring different approaches to their interpretation. One I have
sought to bring is the one Mr. Leblanc has quoted to you from the Royal Com-
mission on Government Organization. I might have perhaps phrased it rather
more differently, but generally speaking that is the approach to which I
subscribe. Does that answer your question?

Mr. LEBLANC (Laurier): No further discussion on this?

Mr. LEFEBVRE: I just wanted to ask Mr. Henderson one more question on
this. Do you feel that your positi