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TIfL, 1PITZT0 FNdE' GO2 RIPORTING

TO0 THE MNZ~ ] IAC

Itistorical Bapkground

Canada has not always had excl.usive control of
finances. During the French. regime, and the earlier pari
British, the hereditary and casual revenues of Canada, cc
of certain seigniorial dues anid the proceeda from the sa]
ment lanid and timber, were reserved to the authority of t
overseas. In 1763, by the Treaty of Paris, the right to
aud to regulate the trade aud commerce of the colony ini C
veeted in the British Parlisment.

Duririg the early part of the n±neteenth centuryv
ta the z'apidly iiicreasing revenues of the several Provinc
].atures, the real power of the purse begau to pasa into t
The growiug financial power of the Logis latures was fu.rth
theued in 1831, when the British Parlimiqt turu.d eustom
ovoe' ta them.

Under the Act 0f Union, 1.841, a Consolidated lie
was set up, (consisting of ail Rovernment mouevs). aDrno'o



The actual collection of~ taxes Ye the responsibility of~
the Departmont of' rational Revenue.

The Minister of' Finance, s Alciver Gerieral of' Canada,
recoives into the Consolidated levenue Fund all the Dominion revenues.

The Depouty Minister of' Finance

The administrative head of' the department ie the Deputy
Minieter, a permanent offticial. By statute lie As responsible f'or the
accouating system of' the government. Hie ie also the principal adviser
to the Minister on the formulation of~ policy. Tho Deputy Sinister la
ex ot'ficzio Secrotary of' the Troasury Board, but in practice he delogat(
this function to one of' hie senior of'ficiaie.

CONTROL OF SUILPY

1'arlieinent muet authorize ail expenditures of' public moneys,



Because of the obvious difficulty of making an accurate
foracast of ail expenditures, supplerientary estizuates are introduced
before the ernd of each session, Tiiese supplement original estîzuates
that niay have been found inadequate, and provide f'or items not
anticipated or f'or uew iorks or services which the goverxmient bas
ciecided to recommend,

The Budget

The Budget takes the forni of' a speech made by the M.'inister
of Finance to the flouse6 of' Comxuons ecch year, ini which lie reviews
the ±'iiaiiial position of' the country, present and prospective, and
niakes l'ormai announcement of' the governsient's financial proposais
for the ensuing fis cal year, The budget speech usually contains
four main parts:

lý A review of' the econoxnic and tiumicial conditionis iu the country
during the previous year, with reference to the efflect of govern-
ment policy on sueli conditions and to azny major developments or
probles which may require special attention;

2. A reviei of' the financial operations of' the governmont during the
provious f'iscal year;,

3, A torecast of' anticipated revenues for the next fiscal vear and



by Parliament. The Comptroller has Treasury O1fTicers 1ocated in
cach Government Department acrosa Canada.

Before any contract, agreement, or undertaking ia entered
into resposibl.e officers of the departmnt must obtain a certif'icate
from the Treasury Of±'icer that a sutfficient balance ie available ini
the appropriation to pay thxe accounts which wiill coeie for payznt
during the f'iscal year. Vouchers presonted f'or payzaent are exexnined
and audited by the Treasury Ofticera, and if the, charge is a propex'
one payment is miade by cheque drawn on the Receiver General and pay-
able at par at any chartered bank ini Canada.

The.
f'or eacli appro]
Treasury Board
are recorded, i
This practico
is reserved to

.er's organi
and each al

Dn Maintains aocounting records
3nt thereot as estabj.ished by
tsa involvi.ng f'uture paytuents
3 are charged as they are made.
t balance of each appropriation
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e> a special warrant aLthorized the payment of' any rnoney; or
r>) an objection of the Auditor General was overruled by the

Troasury Board; or
ga refund or remnissien of any tax has been made on the
authority of Acts of' Parliament; or

hi) to any other case which the Auditor General consl.ders
should be brouglit to the attention of Parliament.

On the other hand, the .Auditor General lias no actual control
issue. If hoe discovers irregularities, his only course is to
t to Parliament in bis annual report, Thus, arter appropriating
1Parliament is in±'orzued of the extent to whioh its directions
been ±'ellowed through the Auditor Gocralls anunal report.

ýannuation and Retirezuent Branch

This branch of the Department of Finance adnministrates the
Service Superannuation Act and the Retirement Fund, Ule Act is

cable te ail permuanent civil servants. COontriutions fer men
frm rive te six percent of salaries, and for woinen, five perceni

SuperannuatiGn age is sixty-five, unless extension is author.
by Treasury Board. Retirenent is compulsory at saventy, except
ses of peculiar eri'iciency when an ennual. extension up te age of
ty-five auay be granted,.



Inspector General of Banks

The Inspector General is a permanent civil servant, responsi-
ble to the Minister of Finance. lus responsibility is to eneure that
the ten chartered banks of' Canada and the two savings banice in the
province of Quebec are operating in accordance with the provisions of
the Bank Act, or the guebec Savings Bank Act. The Bank Act specifies
the transactions in wihich chartered banlca Iay legally engage, and
embodies regulations designed to ensure the proper conduot of the
banks' ati'airs.

The Inspector General has free access to the accounts of' Vhe
banks, and makes his findings known in periodie reports to the Minister
of' Finance.

DEPARTM1NT OF IN$URANCE

The Dominion Acts under whicla insurance companies are
registered are administered by the Departiuent of Insurance, under the
Minister of Finance. The chief permanent offiicer of the Depariment is
the Superintendent of Insurance.



Funotions of the Bank of Canada

1. Its major funotioxi is to regulato crelit and currency in the
interests of the econoii lite of the nation. Froni this respons,-
bility flow its other tuzLotions, w.raely

2. to mitigate, so far as is possible b:
fl.uctuations in the general level of
employinent.

to act as a ready source of e)
disposal of the governnient on

dangerous
prices$

at the

the fiscal agent of
~as banicer or fiscal
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INDUSTRIAL DEVELOPMENT BANK

The Industrial Development Bank is a subsidiary of the Bank
of Canada0 It was created in 1944. It has an authorized capital of
25 million dollars, subscribed by the Bank of Canada. The administration
of the Bank is in the hands of the Board of Directors and of an executife
committee, whose- personnel is the sane as that of the Bank of Canada,
namely: the Governor, the Deputy Governor, one director of the Bank of
Canada, and, ex officio member without vote, the Deputy Minister of
Finance.

Functions of the Industrial Developient Bank

The function of the Bank is to extend financial assistance to
industrial enterprises in Canada where, in the opinion of the Bank,
credit would not be otherwise available on reasonable terms and where
the amount of capital invested in the enterprise affords reasonable pro-
tection to the Bank. It has no deposit or checking facilities.

There is no sharp division between the field where credit is
available from other sources and that in which the Industrial Develop-
ment Bank operates. The credits authorized by the Bank, however, have
mostly been for longer periods than normally granted commercial banks,
and for amounts not large enough to warrant the cost of a public issue
of securities. The rate of interest is 5 per cent per annum.



Comis~siofer of Tarif

The Commissioner of Tariff ie an of'ficial of the Department of
Finance and serves as adviser Vo the U"inister on aUl questions reJ.ating
to tariff and taxes on iinported goods, lie also dea.ls with ail applica-
tions for tariff changes, end preparcs the necessary legislation f'or such
changes,, If' the change is of a temporary nature, action is taken by
Ordor in Council; if permanente, provision je made for amending the
existing law in the Budget.

All mratters relating to tariff probems,. other than adminis-
trative matters., are deait with by the Coffwlissionar; problezns relating
to large industries or groupe of industries are genorally referred to
the Tariff Board.,

FOREIGN MI~CHANGE CONTROL BO(ARD

The purpose of exchange control, instituted in September 1939,
was Vo maintain exchange stability and to conserve Canadas supply of
United States dollars for essential wiar and civilian requirements, by
ensuring that it would not be dissipated on non ,essential purposes. It
was anticipàted at that tine that ourrent account transactions with the
United States would resuit ini a large deficit. It also became apparent
that current account balances with the United Kingdom would Proatlv
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As the cash position improved, the restrictions imposed on
current account expenditures, such as travel restrictions to the United
Statos, were relaxodo Import prohibitions and the ïJar Exchange Tax were
abolished by 1945, Canada had succeeded in maintaining her stable
position even after paying cash for over 6,000 million dollars worth of
imports from the United States during the war years, while Canada's
balance of indebtedness with the United Kingdom improved by approximately
1,500 million in the course of the war. It is to be noted that Canada di(
not participate in the United States lend-lease programme but paid cash fi
all its expenditures in the United States.

A measure of foreign exchange control is being retained in
Canada. It is expected that imports of capital and consumerse goods from
the United States will continue at a high level; the special exports of
war supplies and grain have fallen off, and Canada must be in a position
to meet her foreign capital commitments the largest part of which is to
the United States.

The present function of exchange control in Canada is to prevent
certain types of capital movement, and to preserve exchange stability --



a wartiiue rise of over 30 percent in both the United States and Great
Bri.tain9 and one of 74 percent in Canada from 1914-1919),

The pressure of rising costs of essentiel goods was reduced by
the Board ini a nuiuber of ways. Whenever possible, increased costs vere
distributed ariong various sections. 0f the trade.,qýholesalQrs, diÉtribu-
tors, retailers--in order to minimize the pressur'eror hbl»er consumer
prices. Cost reduction and sinmpler methods ot production iwep-estudied
and recommended; many were voluntarily introduced by industry, but, where
necessarY, formai simplification orders were issued by the Board.
Sim~plification of production in. Canada eiaed et reduction ini the number
of lines manufaoturedp et streanilining both manufacturing and distribution
methods, rather than prescribirng utility or standard types of gooda.

Riss in the oost of essentiel imiports were offset by payment
of subsidies, by remission of soiue of the duties and taxes on imports, or
by taking losses on Government bullc purchases of raw iuaterials,

In addition to price levels, the Board vas aiso direotly concerned
wl.th the volume of goods and services available te civilians. Ini order to
offset shortages due to uer production needs, the Board instituted the.
directed production of sotue textiles in short supply in 1943., Prod:uction
of certain household eppliances and farm niachinery was aise directed.
Direction of production was accomplished by~ alloeatiag the. total output
required between the various nianufacturers and arranging for materl.al end,
in many cases, for labor priorities.

To ensure the equitable distribution of comodties ini short
supply, coupon rationing for suger, tee, cof±!ee, butter, and gasoline vas
instituted in 1942. Mgeat and proerves wers added to the. rationed list ini
1943. Permit rat ioning was employed in the. case of commodities essentiel.
to certain groupe: electrical supplies, ferm achinery, ahotgun ehells,
etc. Goods in short supply were allotod by tholesalers to mercliants ini
accordance with their prewar requirenients ini ore o ensure equitable
distribution.

Effective control of a11 supplies was mitie hog h
close cooperation of the. Wertime Prices and Trae Board and the Wartime
Industries Control Board of the Depertment cf Munitions and Supply--whtih
controllsd ths production and distribution of basic mtrials and services
for wer production.

The control 0f wages and the effective organization of the. labor
suppa.y directed by the Departnent of Labor. and the~ wartime fiscal 1>011ev
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