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ORDERS OF REFERENCE
'HOUSE OF COMMONS,
THURSDAY, June 27, 1963.

Resolved,—That the following Members do compose the Standing Commit-
tee on Public Accounts: 3 ‘

Messrs.

Basford, Harkness, Rochon,
Beaulé, Lambert, Roek, -
Berger, Lessard (Saint-Henri), Rondeau,
Cameron (Nanraimo- Loiselle, Ryan,

Cowichan-The Islands),McLean, Scott,
Crouse, McNulty, Skoreyko,
Drouin, Muir (Lisgar), Slogan,
Dubé, Noble, Smith,
Eudes, Nowlan, _Southam,
Forbes, O’Keefe, Stefanson,
Francis, Olson, Starr,
Frenette, Pigeon, Tardif,
Gendron, Pilon, ‘Tucker,
Godin, Regan, Valade,
Gray, Ricard, Wahn,
Habel, Richard, Winch,
Hales, Rinfret, Woolliams—>50.

(Quorum 15)

Ordered,—That the said Committee bebempowered to examine and inquire
into all such J{natters and things as may be referred to it by the House; and to
report from time to time its observations and opinions thereon, with power to

send for persons, papers and records.
WEDNESDAY, October 9, 1963.

Ordered,—That the names of Messrs. McMillan, Whelan, and Baldwin be
substltuteq for those of Messrs. Francis, Godin, and Skoreyko, respectively, on
the Standing Committee on Public Accounts.

Fripay, October 18, 1963.

Ordered,—That the Standing Committee on Public Accounts be empowered
to print such papers and evidence as may be ordered by it, and that Standing
Order 66 be suspended in relation thereto; and that the quorum of the said
Committee be reduced from 15 to 10 Members, and that Standing Order 65(1) (e)
be suspended in relation thereto.

TuESDAY, October 29, 1963.

O?'dereq,—That the Public Accounts, Volumes I, II, and III, and the Report
of the Auditor General for the fiscal year ended March 31, 1962, laid before

the House on January 21, 1963, be referred to the Standing Committee on
Public, Accounts.

Fripay, November 1, 1963.

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

ATTEST

LEON-J. RAYMOND,
The Clerk of the House.

29582-4—1}



REPORT TO THE HOUSE

FRripay, October 18, 1963.

The Standing Committee on Public Accounts has the honour to present its

FIRST REPORT

Your Committee recommends:

1. That it be empowered to print such papers and evidence as may be
ordered by the Committee and that Standing Order 66 be suspended in relation
thereto;

2. That its quorum be reduced from 15 to 10 members and that Standing
Order 65(1) (e) be suspended in relation thereto.

Respectfully submitted,
G. W. BALDWIN,
Chairman.

(Note,—This Report was concurred in by the House on the same day.)



MINUTES OF PROCEEDINGS

THURSDAY, October 17, 1963.
(1)

The Standing Committee on Public Accounts met this day at 2.00 p.m., for
organization purposes.

Members present: Messrs. Basford, Baldwin, Berger, Crouse, Frenette, Gray,
Habel, Hales, Lambert, McLean (Charlotte), McMillan, McNulty, Muir (Lisgar),
O’Keefe, Pigeon, Pilon, Regan, Richard, Rinfret, Scott, Southam, Stefanson,
Starr, Tucker, Whelan, Winch (26).

The Clerk attending, and having called for nominations, Mr. McMillan
moved, seconded by Mr. Pilon, that Mr. Baldwin be elected Chairman of the
Committee.

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

Mr. Baldwin expressed his appreciation for the honour conferred on him.

On motion of Mr. Richard, seconded by Mr. Hales, Mr. McMillan was
elected Vice-Chairman.

On motion of Mr. Gray, seconded by Mr. Tucker,

Resolved,—That a Sub-Committee on Agenda and Procedure, comprising
the Chairman and six members to be designated by him, be appointed.

On motion of Mr. Scott, seconded by Mr. Southam,

Resolved,—That permission be sought from the House to print such papers
and evidence as may be ordered by the Committee.

On motion of Mr. Hales, seconded by Mr. Rinfret,

Resolved,—That the Committee print 700 copies in English and 300 copies
in French of its Minutes of Proceedings and Evidence.

On motion of Mr. Tucker, seconded by Mr. Regan,

Resolved,—That the Committee recommend to the House that its quorum
be reduced from 15 to 10 members.

Following a brief discussion concerning possible future business, the Com-
mittee adjourned at 2.20 p.m. to the call of the Chair.

Fripay, November 8, 1963.

(2)

The Standing Committee on Public Accounts met this day at 9.05 o’clock
a.m. The Chairman, Mr. G. W. Baldwin, presided.

Members present: Messrs. Baldwin, Fane, Forbes, Hales, Harkness, Lessard
(Saint-Henri), Loiselle, McMillan, Muir (Lisgar), Olson, Ricard, Richard,
Rinfret, Rochon, Stefanson, Starr, Valade, Wahn, Winch.— (19).

5



6 STANDING COMMITTEE

In attendance: Mr. M. Henderson, Auditor General of Canada; Mr. G. G. E.
Steele, Assistant Deputy Minister of Finance and Secretary of the Treasury
Board; Mr. Ian Stevenson, Assistant Auditor General, and Messrs. Douglas,
Long, Laroche, Millar, Gilhooly and Stokes of the Auditor General’s office.

The Clerk of the Committee read the Order of Reference.

The Chairman welcomed the members of the Committee, stressed the im-
portance of its duties and commented on the background of the Committee.

The Chairman then announced the composition of the Subcommittee on
Agenda and Procedure as follows: Messrs. Baldwin, McMillan, Regan, Gendron,
Hales, Winch and Olson.

The oral report of the Subcommittee on Agenda and Procedure was then
presented by the Chairman, who referred to a recommendation that the Com-
mittee sit Mondays at 10.30 o’clock a.m., and on Fridays at 9.00 o’clock a.m.
After discussion, the Committee agreed to sit Mondays at 11.00 o’clock a.m., and
on Fridays at 9.00 o’clock a.m.

The Chairman introduced the Auditor General of Canada, Mr. M. Henderson,
who made a statement dealing with the functions of his office and commented on
his Follow-Up Report on the action taken by Departments and other agencies
in response to recommendations made by the Committee in 1961, including his
staff recruitment problems.

Mr. Henderson then introduced Mr. Ian Stevenson, Assistant Auditor
General and his senior officers as follows: Messrs. Douglas, Long, Laroche,
Millar, Gilhooly and Stokes.

The Auditor General was questioned on his staff recruitment problems.

After discussion, Mr. Hales moved, seconded by Mr. Lessard (Saint-Henri),

Resolved,—That the Committee commence its Agenda with the Auditor
General’s office recruitment problems and that the Steering Committee arrange
the order in which the witnesses appear. Motion carried unanimously.

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

Resolved,—That 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 in
19617, dated October 30, 1963, be printed as an Appendix to the Minutes of
Proceedings and Evidence of this day. (See Appendix “A”),

On Mr. Valade’s sugges}ion, the Committee agreed that copies of this Com-
mittee’s Report to the House dated February 5, 1963, dealing with the Auditor
General’s staff recruitment, be distributed to each member.

On Mr. Baldwin’s suggestion, the Committee agreed to now consider the
first two items of the Auditor General’s “Follow-Up Report” for which witnesses
were called to appear at this sitting.

Mr. Henderson made a statement on “Form of the Public Accounts.”

Mr. Steele was introduced and he made a statement on “Form of the
Estimates” referring to the consolidation of Votes, the necessity of making
further improvements, and the recommendations of the Royal Commission on
Government Organization thereon.

Mr. Henderson stated his views on “Form of the Estimates” and was ques-
tioned together with Mr. Steele.
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The Committee agreed that the Chairman appoint a Subcommittee of
seven members to study the Treasury Board proposal regarding form and con-
tent of the Estimates and to report back to the Main Committee.

: At 10.55 o’clock a.m., the Committee adjourned until 9.00 o’clock a.m., on
Friday, November 15, 1963.

M. Slack,
Clerk of the Committee.






EVIDENCE

Fripay, November 8, 1963.

The CHAIRMAN: Gentlemen, I now see a quorum so I call the meeting to
order. First of all I shall ask the clerk to read the Order of Reference.

The CLERK OF THE CommMrITTEE: Order of Reference dated Tuesday, Octo-
ber 29, 1963:
Ordered,—That the Public Accounts, Volumes I, II, and III, and
the report of the Auditor General for the fiscal year ended March 31,
1962, laid before the house on January 21, 1963, be referred to the
standing committee on public accounts.

The CHaAIRMAN: I would like to make a few comments—a very few—
before we open our deliberations. First of all I am very gratified to see this
excellent attendance at the hour of 10 minutes after nine on a Friday morning.
I think that this augurs well for the future of the committee. I am confident
that we shall find this to be a very interesting and fruitful committee which
will provide an opportunity for us to make a very considerable contribution.

As you know, this committee has been designated as one of the most
important of the standing committees. That was said by Mr. Watson Sellar,
the former auditor general. The present Auditor General, whom I shall intro-
duce to you a little later, will give you some indication of the way this com-
mittee can function and make this contribution. We all realize that we have
a duty to examine the expenditures of money voted by parliament in order
to see if there has been compliance with the wishes of parliament. This task
is one of the highest priority. And there is one unusual aspect of this com-
mittee. Despite the fact that I am an opposition member, I have been given
the honour of being your chairman, and I think I can do no better than to
read to you, very briefly at this time, what the then chairman of the com-
mittee said the first time it was established under this new procedure in 1958.
%el‘; me quote from the transcript of the proceedings of the first meeting as

ollows:

I think members of this committee will see what the Prime Min-
ister had in mind when he set up this type of a committee.

On page 33, column 1 the Prime Minister says, in part:

—1I believe that the public accounts committee should be modelled
after the British committee.

Further on:

—the procedure of parliament should be modernized and brought
up to date.

Then on page 34:

We are going to welcome the co-operation of the opposition in the
discharge of their responsibilities in these committees—

Then the Prime Minister goes on, in regard to the public accounts

committee and says:
I am now asking that this committee be made effective—

Further on he says:
I want to see that an effective committee is formed, not just a body
set up for decorative purposes.

9



10 STANDING COMMITTEE

And then on page 34, column 2 he says:

If my hon. friends wish to find information on the committee sys-
tem and the way in which it operates within the British parliamentary
system, which after all is the basis on which we work, I ask them to
read the latest volume of Beauchesne at pages 210 and 211 wherein
are set forth in detail the committees which are set up in the House
of Commons, the effectiveness of the system in the United Kingdom
and also the nature of the United Kingdom procedure in this regard.

Further on the Prime Minister says:

The public accounts committee, as mentioned on page 212, is designed
in the United Kingdom to guarantee financial regularity and exercise
great influence over the departments, though it possesses no direct power
other than the power to call for documents and to require witnesses to
attend. Its power is indirect and lies mainly in the potential results of
its report. Actually its power lies in the publicity which it is able to give
to the questions it investigates and in the moral effect on the departments
of its criticisms.

Our order of reference has been read to you by the clerk of the committee,
Mr. Slack. I have had the pleasure to be associated with Mr. Slack in other
committees and have always found him very effective, helpful, and useful.

In addition to the order of reference, it has been the practice that the com-
mittee would deal with certain comments which the Auditor General has to
make in connection with past recommendations of committees, and the extent
to which those recommendations have been followed up by the departments.
This constitutes a very useful portion of our proceedings.

Now it happens through a series of circumstances of which you are all
familiar, that last year the public accounts committee did not complete its
deliberations. Consequently, as the Auditor General will no doubt tell you, his
follow-up and comments will deal with the committee’s report made in respect
of the year 1961.

Now, at this time I want to introduce to you the Auditor General, but before
doing so I think possibly I might also advise you of the names of the members
of the subcommittee: they are, Dr. McMillan, Mr. Regan, Mr.,Gendron, Mr.
Hales, Mr. Winch and Mr. Olson, who, together with myself, have already held
one meeting, at which we decided to recommend to the committee that its
meetings be held on Mondays and Fridays, Monday at 10.30 a.m. and Friday at
9 o’clock. I know there are always problems in connection with the times and
dates of meetings, but let me say that your committee canvassed very carefully
and discovered that theresare a large number of committees now sitting, and
that if we took these days we would have available to us this room with its
simultaneous translation system which is available to us along with the inter-
preter, as and when required. In the hope that the members would accept this,
we made this recommendation. Now, if it is acceptable I would like to have a
motion accepting the report of the steering committee as to the times of
sittings.

Mr. WincH: I so move.

Mr. HALES: I second the motion.

Mr. RINFRET: Did you say that we would sit on Monday at 9 o’clock?

The CHAIRMAN: No, on Monday at 10.30, and on Friday at 9 o’clock.

Mr. LoiseLLE: Have you considered the possibility of choosing some other
day? I do not mind the Friday sittings, but Monday would prove difficult.

The CHAIRMAN: There are a number of committees, eight or nine, now
established, and five or six more will be established and functioning. Our
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activities will be telescoped into the period between now and then, if we are
to prorogue before Christmas; and we shall have problems, no matter how
we look at it, but Mondays and Fridays seem to present the least problems.

Mr. Hargngss: These will be the hours up until Christmas, and after
Christmas they may be different. '

Mr. HaLes: Might it be fair to suggest, in considering these days, that if
it were not for the fact that the proceedings are being translated into two
languages we might meet some other days. If it would be more agreeablg to
the committee; that is, if the committee would agree to having the meetings
conducted in English only, then we could meet some other days.

The CHAIRMAN: We decided to try this for size possibly between now and
Christmas, to indicate how we got along.

Mr. Lessarp (Saint-Henri): Those of us from Montreal do not get in
until 10.40 on Monday, so if we could have the meeting at 11 o’clock it would
be better. Friday does not present a problem, but on Monday it would be
pretty difficult for us to be here, especially those of us who come from
Montreal, and I am thinking especially of Mr. Valade.

Mr. Varapg: I usually take the plane.

The CHAIRMAN: Are there any other comments?

Mr. McMiLLAN: The defence committee will not be meeting here for the
next two weeks. So I wonder if on Tuesday, for instance, we could meet
instead of Monday, unless there are too many of our members on other com-
mittees.

The CuAIRMAN: I am advised by the clerk that there are four other com-
mittees now meeting on Tuesday morning. It is not only a question of the
place, but also a question of a quorum which presents some difficulty.

Mr. VaLaDE: I want to speak to the objection raised by Mr. Loiselle. There
are six members here from Montreal and that area, and if it were not pos-
sible to make the train connections, you might be out six members at the
start of the meeting.

The CHAIRMAN: Is that the general feeling of the members?

Mr. VALADE: You have Mr. Rochon, Mr. Loiselle, Mr. Lessard, Mr. Rinfret,
Mr. Ricard, and myself.

Mr. WincH: Why not hold the meeting from 11 to one?

Mr. LoiSELLE: At least 11 to one. I move that on Monday we sit from 11
to one o’clock.

Mr. VALADE: I second the motion.

The CHAIRMAN: Are there any comments on this motion which seems to
be not unreasonable?

Mr. VaLape: Is it possible to hold the meeting at that time?

The CHarMAaN: Oh yes, it is possible. Anything is possible, and quite
practical. Is that satisfactory? Are you agreed that the motion as amended
should be carried?

Motion, as amended, agreed to.

Now then, may I introduce to you Mr. Henderson the Auditor General
of Canada who, I think, needs no introduction to any of you who are mem-
bers of the committee and who have already known him before. Before
calling on Mr. Henderson may I say that he is our star witness in the sense
that his report to us is made to parliament by reason of the statute and by
law, and as such we, as representatives of the House of Commons, accept his
advice. He is not only our witness but also our star witness—I mean he and
the members of his staff to a considerable extent; they advise us on matters
Which are charged to us for consideration,
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Mr. Henderson was born in Surrey, England, on March 24, 1908 and came
to Canada at an early age.

Shortly after passing his final examinations as a chartered accountant
in 1929, he joined Price Waterhouse & Co. in Toronto, where he remained
until 1936 when he was appointed comptroller of Hiram Walker-Gooderham
and Worts Ltd. in Walkerville, Ontario.

From 1940 to 1946 he was on loan to the Canadian government at Ottawa
where he served first with the Foreign Exchange Control Board and later as
assistant to the chairman and comptroller of the wartime prices and trade
board.

From 1946 to 1956 he was secretary-treasurer of Distillers Corporation-
Seagrams Ltd. in Montreal and director of all its Canadian and overseas sub-
sidiaries. From 1950 to 1955 he was president of the Association of Canadian
Distillers.

From 1949 Mr. Henderson was active in the Canadian Chamber of Commerce
as chairman of its foreign trade committee and later as chairman of its execu-
tive council (1956-57). He also served actively on the executive of the Canadian
council of the International Chamber of Commerce as chairman of its commer-
cial and monetary policy committee and its taxation committee.

Mr. Henderson was comptroller and chief financial officer of the Canadian
Broadcasting Corporation from December 1957 to February 1960.

He was appointed Auditor General of Canada effective March 1, 1960.

Many of us have had knowledge of and have known him in connection
with his duties. I now call upon Mr. Henderson to explain something of his
duties and introduce his staff.

Mr. MAXWELL HENDERSON (Auditor General of Canada): Thank you very
much for your kind words, Mr. Chairman. I always get a sort of old-fashioned
thrill when I hear about my spiritual background, although it was some years
ago. I have been in office since March 1, 1960 and I have brought before this
committee thus far three reports, and at present my officers and I are engaged
in the preparation of our fourth, with respect to the year ended March 31,
1963. It is a particular pleasure for me to see a number of old friends here
today. We have had very successful committee meetings in the past and I look
forward under your chairmanship to a continuance of a very excellent relation-
ship.

(Text)

C’est avec un plaisir tout particulier, monsieur le président, que je souhaite
la bienvenue aux membres du comité qui viennent de ma propre province. Je
suis membre de l'lnstituf des Comptables Agréés du Québec et je considére
Montréal comme mon autre chez-soi hors d’Ottawa. Ma grand’'meére était
francaise mais malgré cela je dois vous offrir mes excuses de ne pouvoir parler
francais aussi bien que je le voudrais. Vous conviendrez donc avec moi, j’espére,
que je suis mieux de parler en anglais afin d’éviter tout malentendu sur l’exacti-
tude des faits et des chiffres que je suis chargé de vous fournir pour les travaux
du comité. C’est peut-étre une autre facon de dire, monsieur le président, que
la prudence est l’essentiel du courage.

The Chairman has mentioned the last report for 1961 which was tabled
by this committee on July 1 of that year. This, the fifth report, 1961 was the
longest report ever made by the committee and

(1) was the result of 24 meetings;

(2) involved 40 witnesses which included 12 deputy ministers, 5 officials
from the Canada Council and 4 from Polymer Corporation;

(3) was 20 pages long, containing 105 paragraphs, 909 of which con-
sisted of recommendations for action.
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The following excerpts from that report are worthy of note:

104. The importance of maintaining parliamentary control over
financial matters is the paramount concern of this committee. It is there-
fore expected that its recommendations will be given close attention by
the departments, Crown corporations and other agencies.

105. In accordance with the practice followed by the committee in
its reports to the House for the past three years, the Auditor General is
again requested to report to the committee on the action taken by the
various government departments, Crown corporations and other agencies,
toward implementing recommendations contained herein.

My follow-up or progress report was revised on October 30 with copies
given to your secretary, in English and French, on November 6.

My officers and I are currently very busy working on my 1963 report
to the House of Commons, which, as required by the Financial Administration
Act, I shall be delivering to the Minister of Finance by the end of the year.

The minister will then likely table it at the same time as he will be
tabling the 1963 Public Accounts of Canada.

The follow-up report—which is the first item of business on your agenda
—will give you some idea of the detailed matters with which you have to
deal. We have sought to explain the details and background of the points
as constructively as possible.

I should now like to say a brief word about the function and role of
the Auditor General.

The Auditor General is an officer of parliament.

His functions and responsibilities are outlined as part VII of the Financial
Administration Act.

By law, he is entitled to free access at all convenient times to all files,
documents and other records relating to the accounts of every government
department, crown corporation and agency and is entitled to require and
receive from members of the public service such information, reports and
nglanations as he may deem necessary for the proper performance of his

uties.

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 ascer-
tain whether in his opinion, among other things, money has been expended
for the purposes for which it was appropriated by parliament and the expend-
itures 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 expend-
itures 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”.

He is authorized to station in any department any member of his staff
to enable him more effectively to carry out his duties.

The estimates of the Auditor General’s office currently before parliament
continue to provide for a total staff strength for his office of 179 during the
current 1963-64 fiscal year. This is the number which I estimated three-and-
one-half years ago as the minimum needed to carry out a basic external
audit program within the framework of the existing government organization.
Although a larger staff than 179 is indicated today, I have not requested it
vet for the simple reason that I have never been able to obtain' the number
of 179 authorized for my office.
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Last February I pointed out to the committee that the actual working
staff was then only 150 compared with 152 on the same date a year pre-
viously. Today this figure is only 161, so you can see that we are still con-
siderably short of our approved establishment.

The civil service commission officials do seek to be as helpful as possible
over this problem. However the commission’s recruitment procedures, regula-
tions and the delays involved are simply not suited to a small professional
staff the size of the audit office. The office could function more efficiently in
many directions if the Auditor General were allowed to recruit and manage
his own staff. It would also be less costly.

The importance of these points as well as the independent nature of the
office itself have been recognized by your committee in 1960, in 1961 and at
its last meeting in February 1963. On each occasion your committee has
recommended that, as an officer of parliament, the Auditor General should be
given the right to recruit and manage his own staff. However, as you will
have noted from the Follow-Up report (pages 22-24) no action has been
taken yet to implement these recommendations.

This is a serious situation because it is handicapping the Auditor General
in the effective discharge of his work and his responsibilities to parliament.

The audit office operates with five branches, each headed by an audit
director.

May I first introduce Mr. Ian Stevenson, the assistant auditor general
and my directors, Mr. B. A. Millar, Mr. G. R. Long, Mr. J. M. Laroche, Mr.
A. B. Stokes, Mr. J. R. Douglas and Mr. C. F. Gilhooly (who is president of the
professional institute of the public service of Canada).

Mr. Ian Stevenson, assistant auditor general, graduated from University of
British Columbia in 1927 with a B.A. degree. He obtained his C.A. degree in
1932. He entered the audit office in 1935 and was appointed audit director in
1940. In 1955 he became assistant Auditor General.

Mr. J. R. Douglas, Audit director, graduated from university of Toronto in
1942 with a B.Com. degree. He entered the audit office in 1946. He was
appointed audit director in 1960. Mr. Douglas’ principal audit responsibilities
are: National Health and Welfare, Veterans Affairs (including Veterans Land
Act), Citizenship and Immigration (including Indian Affairs and National Gal-
lery), and Labour (including Unemployment Insurance and government
annuities).

Mr. G. R. Long, audit director, graduated from the university of Sas-
katchewan in 1934, with a Bachelor of Commerce degree. He obtained his C.A.
degree in 1935 and entefed the audit office in 1941. He was appointed audit
director in 1955. Mr. Long’s principal audit responsibilities are: The Post Office,
customs-excise division, taxation division, finance, central pay office, super-
annuation accounts, Chief Electoral Officer, crown corporations (including The
St. Lawrence Seaway Authority, Export Credits Insurance Corporation, National
Capital' Commission and Farm Credit Corporation).

Mr. J. M. Laroche, audit section head, obtained his R.I.A. (registered in-
dustrial accountant) degree in 1959 and joined the audit office in 1951. He was
appointed audit section head in 1961. His audit responsibilities are the auditing
of customs-excise division of the Department of National Revenue at head-
quarters and in the field.

Mr. B. A. Millar, audit director, graduated from the university of Sas-
katchewan in 1930, with a Bachelor of Commerce degree. He obtained his C.A.
degree in 1930 and entered the audit office in 1940. He was appointed audit
director in 1955. Mr. Millar’s principal audit responsibilities are: national de-
fence (including defence research board and inspection services); defence pro-
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duction, along with Canadian Commercial Corporation and Defence Construc-
tion (1951) Limited, special examinations, including the army benevolent fund
and various other service benevolent funds.

Mr. D. A. Smith, audit director, graduated from Queen’s university, with
a B.A. degree in 1930 and a B.Com. degree in 1931. He entered the audit office
in 1934 and was appointed audit director in 1960. Principal audit responsibilities
are: transport, public works, northern affairs and national resources, mines and
technical surveys, Royal Canadian Mounted Police, printing and stationery,
Canada council, Yukon territorial government and crown corporations (includ-
ing Crown Assets Disposal Corporation).

Mr. A. B. Stokes, audit director, obtained his C.A. degree in 1940 and
entered the audit office in 1941. He was appointed an audit director in 1958.
Mr. Stokes’ principal audit responsibilities are: such crown corporations, as
Atomic Energy of Canada, Canadian Arsenals Limited, Canadian Overseas Tele-
communication Corporation, Canadian Broadecasting Corporation, National
Harbours Board, Polymer Corporation Limited, Eldorado Mining and Refining,
and Northern Canada Power Commission. In addition there are the board of
grain commissioners, Canadian Government Elevators, national film board, and
the Departments of Agriculture, Trade and Commerce and External Affairs.

Mr. Smith has not been able to be with us today. He is represented by
Mr. C. F. Gilhooly, assistant audit director. Mr. Gilhooly graduated from Queen’s
university in 1939 with a B.Com. degree. Mr. Gilhooly entered the audit office in
1941 and was appointed an assistant audit director in 1960. I might mention
that he is at present the President of the Professional Institute of the Civil
Service of Canada. :

That, gentlemen, will give you a rather quick rundown of the way in
which we operate and some of the “clients” we have, using the word in quota-
tion marks. We are pretty fully occupied.

There probably will be many questions as we proceed and, as I mentioned
earlier, wherever possible, Mr. Chairman, I hope the appropriate supervisor
will be present to assist me in giving you the information in response to
your questions.

Mr. McMirLan: Mr. Henderson, you stated that you had an authorized
establishment totalling 179.

Mr. HENDERSON: That is my approved establishment.
Mr. McMiLLAN: How many are on your staff at the present time?

Mr. HENDERSON: One hundred and sixty-one. I am 18 short at the
moment.

Mr. McMiuLan: And, I suppose, you actually do need them?
Mr. HENDERSON: I certainly do.

Mr. WincH: As you know, we first considered this matter over three
years ago, and we recommended the changes you outlined at that time. What
reason has been given to you that no action has been taken for three years
to meet a unanimous recommendation of these three committees.

Mr. HENDERSON: Well, frankly, I am not clear as to this reason, sir.

On pages 22 to 24 of the follow-up report I quote the result of the recom-
mendation that this committee made last February, where they called for
immediate reconsideration to be given by the civil service commission to
granting the exemption mentioned. It was sometime in April before I had
word as to what the Civil Service Commission would do, and the answer was
they felt they could not do it. As a result, they addressed a letter to the
Chairman of this Committee which will come up in the -course of discussion
when we reach the item in question.
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Mr. STARR: A turnover in your staff might be -one of the reasons for this
situation.

Mr. HENDERSON: I have had a serious turnover Mr. Starr, but this leads
me into another aspect of staff management with which we can perhaps
deal later.

Mr. Starr: So that is not entirely the reason?

Mr. HENDERSON: No.

Mr. HARgNESS: Is it in the clerical or auditing staff that you are short?

Mr. HENDERSON: The auditing staff as it relates to “upcoming juniors”
whom we can push on through just like the private firms.

Mr. HArRgNESS: Then this is the most important part of your staff you
are lacking?

Mr. HENDERSON: Yes, sir.

Mr. McMiLLAN: Is there a large turnover in that area?

Mr. HENDERSON: Yes, there is a considerable turnover these days with
young accountants and, if I may use the words, you do have to attend to
their needs and see that they get some form of tuition and help along the
way to ensure that they will like their work and so long.

Mr. VaALADE: I have two questions, Mr. Chairman.

Is the maximum personnel requirement of 179 taking care of the time
losses owing to sickness and,is this done by using these people in the office
to fill in?

Mr. HENDERSON: Do you mean is there any slack in the figure!

Mr. VALADE: Yes. I

Mr. HENDERSON: There is not. As a matter of fact, sickness has struck us
in several quarters, and it has been a considerable additional handicap.

Mr. VavLapi: I believe you mentioned you would prefer to recruit your
own personnel without having to go through the civil service commission?

Mr. HENDERSON: That is right. Of course, I would conform to salary struc-
ture and all of the other requirements. I have no desire to interfere with
that aspect of it but I would like to do my own recruiting because I could
fill my establishment and then do a number of other things which at the
present time I cannot do. -

Mr. VALADE: On this point I would like to ask Mr. Henderson if he could
give us a little statement on what his position is in this regard. Would you do
this recruiting in conformity with the civil service regulations in so far as
standards, qualifications and so on are concerned, or would you have some other
ideas along these lines?

Mr. HENDERSON: No. They would be in conformity with the standards that
apply in recruiting accountants into other departments of government. But, we
would also have a greater regard for the fact that we are, in effect, an account-
ing office and we have to compete in the same labour market for the same
juniors as the big firms such as Price Waterhouse and so on do.

Mr. VaLaDpE: If you recruited your personnel in the way you wished would
that mean the public would not be made aware of the possibilities open in
regard to positions with the Auditor General’s office, and as a result it would
be a closed recruiting type of thing?

Mr. HENDERSON: No. We would advertise for them. I am only asking for
what is given to institutions like the national film board and the crown corpora-
tions. As an officer of parliament I do not think people whom I audit should find
my staff. That was the principle this committee discussed.
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Mr. Lorserie: I would like to have this matter of employees discussed
further.

As you have stated, Mr. Henderson, you have presently 161 and the com-
mittee has recommended 179. Is the reason your staff is not up to 179 a lack
of money?

Mr. HENDERSON: No; the money is there. The estimates have not yet been
approved but the costs are provided for in the estimates. That is, the treasury
board has approved them, but I have only been able to recruit 161 through the
civil service commission. I have been offered people by the private accounting
firms. Applicants have been referred to me. However, I am not going to make
dates I cannot keep. They must apply to the civil service and perhaps I get
them and perhaps not.

Mr. LorsELLE: You did make your report to the treasury board?

Mr. HENDERSON: Yes.

Mr. LoiseLLE: And you made this recommendation?

Mr. HENDERSON: Yes. It has been on the records of this committee for the
past three years.

Mr. LorsELLE: Now, I do not want to be classified as a separatist but I
would like to know now what percentage of the 161 staff members is French.

Mr. HENDERSON: We have that figure, sir.
Mr. LOISELLE: You are a member of the council.

Mr. HENDERSON: I was a member of the council of the Institute of Chartered
Accountants of the province of Quebec. We have been working hard in the
Audit Office to build up our establishment in Montreal, but we are still short
there.

Mr. LorsenLe: I would imagine that the French percentage in connection
with this figure of 161 is pretty low and I am hoping that in connection with the
other 18 you will increase the percentage of French personnel in order to bring
the total percentage of French members closer to the percentage of English—
and there is no question of being a separatist in that connection.

Mr. HENDERSON: No. I have sought and I do want more senior French Cana-
dian chartered accountants. Among my friends I number quite a few and I

would like to see more in the Audit Office. As of December 31, 1962 we had 35
out of the then total of 152, which was 23 per cent.

Mr. LorsELLE: Would there be any possibility of increasing that percentage
in the future?

Mr. HENDERSON: I not only would be quite prepared to do that but I would
like to have more of them at more senior levels. That involves staff training and
bringing them along in a way in which I thus far have been unable to do.

Mr. LorseLLE: We will be keeping an eye on your future reports.

Mr. HENDERSON: Yes.

Mr. HARRNESS: Your request, Mr. Henderson, in regard to recruiting per-
sonnel yourself is in line with the recommendation of the Glassco commission,
that departments should be able to do a certain amount of their own recruiting
and that recommendation now has been agreed to in principle by the govern-
ment. What is the bar at the present time to your being able to go ahead? What
is holding you up? What is preventing you from doing it?

Mr. HENDERSON: At the present time I am hoping for a meeting with the
officials of the treasury board, that is, with the secretary, Mr. Steele, who
is here today, and with the minister, so as to reach some definite under-
standing. T have been pressing them—making myself generally unpopular no
doubt—but I do regard this matter as very serious.

29582-4—2



18 STANDING COMMITTEE

You spoke of the Glassco commission. I might say they did not examine
my office at all because I am an officer of parliament, not of the executive.
Had I realized the direction their recommendation might take I would have
asked them to examine me and to include my office in their recommendation.

Mr. HARRNESS: But, this recommendation having been made and accepted
in principle there should be no bar in principle to your request being
accepted.

Mr. HEnNDERSON: I would hope not.

The CHAIRMAN: Have you a question, Mr. Starr?

Mr. StARR: During the time of recruitment by the civil service commis-
sion you must have had communication with them in pressing them for
quicker action; were there any reasons given by the civil service commission
for the delay in the recruitment? Was it because of lack of qualified personnel
or salaries being inadequate?

Mr. HENDERSON: No, the commission has moved reasonably and fairly in
respect of salaries although at the present time we are still waiting on some
important decisions in this regard. Their procedures are lengthy but are
simply not suited to the operations of a small office like mine. Applicants for
jobs are frequently required to wait so long that by the time their names
come up they have taken other jobs and, thus we lose a many good applicants.

I have a detailed file which I would be glad to show to you.

Mr. HaLes: I have been on this committee since this recommendation was
first made. At that time we heard all parties concerned, the civil service
commission and so on. Mr. Henderson has given us his case, and the Glassco
commission have made recommendations along these lines. In my mind, it
boils down to two things, namely, that clause 39 of the bill to amend the
Civil Service Act would have to be changed, and section 65 of the Financial
Administration Act has to be amended.

I would think it might be advisable for the Minister of Finance to appear
before this committee to hear the views of all those that we have heard. In
this way the committee could get his views on why there is a delay in
amending section 65 of the Financial Administration Act. '

Mr. Ricarp: Mr. Henderson, how do your salaries compare with those
paid by private enterprise?

Mr. HENDERSON: They compare very favourably, if anything they are
higher at the lower levels. But, as at the higher levels private enterprise rates
are higher.

Mr. Ricarp: Would that be a reason for your difficulty in recruiting?

Mr. HENDERSON: It is part of the difficulty. But, as I mentioned earlier,
the vacancies we are seeking to fill are in the lower levels and, in that con-
nection, the salaries are quite competitive.

Mr. Ricarp: How long does it take for a junior to rise to the senior ranks?

Mr. HENDERSON: Well, that depends on the—

Mr. Ricarp: I am referring to a normal situation.

Mr. HENDERSON: —form of promotion and the manner in which we are
able to develop our staff management. I believe that the time we take to move
our people up should compare favourably with that of the large accounting
firms. We are doing the same sort of work and competing in the same labour
market and, therefore, we must provide the same type of climate for the bright
young man who wants to make his future in our profession.

The CHAIRMAN: May I say, gentlemen, that in the course of the considera-
tion of Mr. Henderson’s follow-up report the last item deals with this very
important problem. It is my view that this is something which I think we will
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have to discuss in the steering committee and then bring a recommendation
back. At the time we do come to this we probably will suggest that the officers
of the civil service commission might well appear here. They have written a
letter to me. Of course, this letter was written last April, before I became
Chairman of this committee. I think this matter could well form the subject of
a meeting or meetings at which both Mr. Henderson and his officials and the
officers of the civil service commission could attend. At the same time we could
consider Mr. Hales’ suggestion in respect of the Minister of Finance being
present with regard to the possible amendment of the Financial Administra-
tion Act.

It is my hope that at any time we discuss any matter involving any of the
departments we should try to have, as we have done today, the senior officials
in the person of the deputy minister or others in order that we may have the
opportunity for a dialogue between those who are interested and those mem-
bers of the committee who are here. In this way all the evidence will appear in
the transcript and, at a later date, it would prove very beneficial to us when
making certain recommendations.

In order that we may have an orderly disposition of the matter perhaps a
motion could be put at this time that the follow-up report which Mr. Henderson
has been referring to, namely the follow-up report of the Auditor General,
should be printed as an appendix to today’s proceedings. Then, this will form
the basis on which our discussion will be carried on item by item. If this is
satisfactory, would someone so move.

Mr. OLsoN: Mr. Chairman, I have one question in view of the fact I was
not on this committee when these recommendations were made.

Were these recommendations concurred in by the house?

The CHAIRMAN: Perhaps we should ask Mr. Henderson. I am sure the rec-
ommendation which Mr. Henderson refers to and which forms the subject of
a report was adopted by the house.

Mr. HENDERSON: Yes, they were concurred in by the house.

Mr. LoiSELLE: Before I move to include that report there is one question
I would like to ask. I just received this material this morning and I did not
have time to fully peruse it.

Considering what Mr. Hales said earlier regarding section 65 of the Fi-
nancial Administration Act in order to give you a chance to hire the right
people you need, has that recommendation been standing for the last two years?

Mr. HENDERSON: Well, the committee has made, as you will see on pages 22
and 23, over the years various types of recommendations; they finally said on
February 5, 1963, that they were of the opinion that consideration should be
given to amending 65 of the Financial Administration Act.

Section 65 states that the civil service commission shall employ such staff
as the Auditor General may need to enable him to discharge his duties to
parliament, or words to that effect. This committee recommended on February
5, 1963 that meantime the civil service commission should immediately recon-
sider its position in respect of section 74 of the Civil Service Act. The committee
passed this recommendation after hearing from the acting chairman and the
commissioners of the civil service commission on February 5, 1963.

Mr. LOISELLE: So, that was the first time that recommendation was made.

Mr. HENDERSON: The chairman of the civil service commission had stated
earlier that it was his view that something might be done under section 74 of
the Civil Service Act, but this was later denied by the officials present. These
officials were asked on February 5, 1963 if they would immediately reconsider
their position. I naturally followed up with the acting chairman to see when
that immediate reconsideration might take place but I did not hear anything
from the civil service commission until April 3, 1963 when I was sent a copy
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of a letter addressed to the chairman of the public accounts committee although
there was no committee at that time. The letter is here and the Chairman will
presumably be referring to it under its heading at the appropriate time.

The CBAIRMAN: That is correct.

Mr. HALES: Mr. Chairman, you made the remark that we take these in
the order in which they appear on the list. In view of the fact that this matter
of staff recruitment has been before this committee for three years and no
action taken, and in view of the fact that the Auditor General’s department
cannot work efficiently without a complete staff and, therefore, cannot follow
up any of the suggestions that we are making or recommending unless he has
sufficient staff, I would think it would be most important that we proceed first
with this matter, and I would move that this matter of recruitment of staff as
it pertains to the Auditor General’s office be our first item of business.

The CHAIRMAN: Are there any comments on this?

May I suggest that if the committee adopts your suggestion we probably
could make arrangements for the civil service commissioners to be present at
the time. I think this would be of some consequence. I do believe they have
asked for this opportunity and I think probably the committee would have
a better opportunity in this way to become fully conversant with whatever
their point of view is.

Mr. HALES: I agree.

The CHAIRMAN: If you like, Mr. Hales, this could be a suggestion we
could take up at the next meeting of the steering committee which could make
a recommendation to this effect. I do not want to interfere at all with your
suggestion, Mr. Hales, but I do think these officials should be present at the
time these matters are discussed.

Mr. HALES: I am quite agreeable. But, may I reiterate that this has been
put off and put off and put off and I do not think we should allow it to be put
off any longer.

My motion is that this be the number one item on our agenda. It is im-
material to me who is called when and the rotation of such witnesses, but I
would like this committee right now to decide whether this will be item one
or whether we should follow the order that is indicated here. Then the steering
committee could decide who they want and so on.

Mr. WincH: Mr. Chairman, I agree with Mr. Hales on this. I think this
committee has a responsibility to make its position clear. For a period of three
years now and, partigularly in the last report, this committee unanimously
made its opinions known on this matter. The view of this committee was
accepted by the House of Commons, so whether it is a department or whether
it is the civil service commission we are now in the situation where this com-
mittee and the House of Commons are being challenged by its servants, and
I strongly feel this cannot be allowed to continue. As I said, it is my feeling that
we should give this top priority in order to make our position very very clear.

Mr. OLsoN: Although that could be true, the report we have before us is
a follow-up report in response to recommendations made by the committee
during 1961, as a result of which the whole follow-up report deals with recom-
mendations that were made two years ago. While the staff problem may be the
most important one it may be only one of many many important ones.

Mr. HENDERSON: May I just clarify that point. The committee convened
last winter in December and started its business in January. But it only held
five meetings and dealt with two items, one, this staff problem, and the other
the denial of access to books and records which I had reported in my 1962
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report. It did not have time to proceed with anything else. Therefore thg follow-
up memorandum brings this matter up to date here and also give; later. mfo%“ma-
tion with respect to things carried forward from 1961. I hope this clarifies it.

Mr. OLsoN: My point is that the Chairman has suggested that we have a
motion to put this report before us and to deal with it after we have considered
all the items in it, and that we might give priority to it.

Mr. WasN: I am a new member of the committee. Referring to what.you
said at the beginning, I gathered that the only power of this committee is to
make a report, and that we have no sanctions to enforce recommendations made
in that report. I gather that these recommendations with regard to staff have
been made on a number of occasions, and that all possible publicity has been
obtained for them.

As a new member I would like to find out more about how the committee
works, what its job is, and various matters considered by the committee. I can
see where we could spend a great deal of time rehashing what has already been
rehashed three times with respect to staff problems. But all we could do would
be to confirm a report which has already been made three times. Moreover those
of us who are new members of the committee would not have an opportunity
to obtain any great insight into the purpose and functioning of the committee
apart from this one particular problem. While I appreciate the problem, it seems
to me that the recommendations have been made by committees on several
occasions and there is nothing we can do as far as the Civil Service Commission
is concerned. I wonder what useful purpose there would be to make a fourth
recommendation adding to the three already made on the same subject, when it

would only take up a great deal of time. I suggest the committee get on with
its real job first.

Mr. McMiILLAN: I agree. We could give this priority, but I would like to
know when former recommendations are made, if the Civil Service Commission
or the then minister of finance was called before the recommendations were
made?

Mr. WiNncH: Yes, we had officer after officer appear before us over a long
period of time.

The CHAIRMAN: Are there any other comments? There is a motion before
us made by Mr. Hales? Is it in the form of a motion, or rather merely a sug-
gestion, Mr. Hales?

Mr. HALES: I make it in the form of a motion.

The CHATRMAN: Would you mind putting it in writing so that we can deal
with it.

Mr. Muir (Lisgar): While I realize the importance of this particular prob-
lem, I am more or less inclined to agree with you, sir, that we go through the
recommendations and the report of the Auditor General, and while we could
give high priority to the idea of his being able to get his own people, we study
or take it up in sequence; otherwise I think the committee would become bogged
down with a lot of detail which we could probably avoid if we took it up as
suggested.

The CHAIRMAN: I hope that when motions are made we can have them in
writing. This would be in conformity with the rules and it would probably make
the duties of the Chairman a little easier, because it would let us know precisely
what is moved.

Mr. STaRr: I think we would get bogged down with too many ideas on how
to proceed. The problem is that the Auditor General’s office has 18 members
short of what he considers to be the full complement. The problem lies in the
recruitment of the Civil Service Commission. Some of us know through ex-
perience, know how long it takes the civil service to recruit a staff for any
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department; and it seems to me that you cannot overcome that difficulty. So
it comes down to this, that you must find a new way of recruitment, and a
quicker way. Perhaps it could be done through an amendment to the Financial
Administration Act. Surely this would cut out the red tape and go straight at
the problem and deal with it in that respect. If we could get the Minister of
Finance to amend the section of the act which would provide an opportunity for
direct recruitment by the Auditor General, I think this would solve the problem.
I think we would be wasting a lot of time talking around it as to what should be
taken up first.

Mr. HaLes: The motion I make is that the committee commence their
agenda with the Auditor General’s office recruitment problem, and that the
steering committee arrange the order of witnesses to be heard.

Mr. LessArRD (Saint-Henri): I second the motion.

Mr. VavLapE: Before the motion is put I would refer to page 26 of. the
report in French, article 106 where it was suggested that the Civil Service
Commission come to an understanding with the Auditor General because of
an amendment to the Civil Service Act, article 39, and that the Auditor
General is authorized to get into agreement with the civil service to recruit
his own personnel. This is at page 26 of the French report. I wonder if Mr.
Henderson has been able to come to some agreement, because this is author-
ized by the report.

Mr. HENDERSON: Yes.

Mr. VaLape: Was there any difficulty to come to an understanding with
the Civil Service Commission?

Mr. HenpErRSON: The Civil Service Act was amended on April 1, 1961.
The committee was meeting at that time and it thought that provision could
be made in the act for the Auditor General to recruit his own staff. And at
the 1963 meetings I made a long statement which is contained in the minutes
of this committee meeting giving exactly the outcome of what happened.
Rather than to take up the time of the committee to repeat it at this time you
might care to refer back to it. I think it is February 5, 1963.

Mr. Vavape: I would conclude that you could not get an understanding
with the Civil Service Commission to settle the problem under the terms?

Mr. HENDERSON: No, I am afraid I could not, and the reasons are all set
out in the hearing of February 5 last.

Mr. Varape: In that case I would concur with the suggestion.
The CHAIRMAN: Are there any more comments on the motion?

Mr. ForBES: What assurance have we that there are sufficient trained
personnel to fill these positions which Mr. Henderson might require?

Mr. HENDERSON: In my opinion they are available. I speak from the basis
of my experience and knowledge of the labour market and conditions expe-
rienced by the big professional firms, as wel las of the people available. If I
were given the right to recruit, I could bring my staff up to strength in the
normal manner very quickly.

Mr. WaHN: Could the subcommittee give any thought to the most effi-
cient and business like way of setting up an agency, and if this item were
not the first item on the agenda, could the subcommittee not consider the
possibility of the motion? This is the type of thing which I think could be
best worked out by a very small subcommittee which is representative of
all the parties.

Mr. HENDERSON: The order in which the items appear on the follow-up
memorandum is my own. Since 1960 I had introduced my staff problems,
only as the very last item after we had dealt with all the other business. That
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is why it is still at the tail end of the various statements. That i§ the reason
it ends up in the last few pages. I could just as well have put it in the front;
however I tried to follow the sequence of the 1960 report.

The CHAIRMAN: The subcommittee did not go into details. I think I am
correct in saying that the general practice has been to take the Auditor
General’s follow-up comments on the last report of the committee. This was
what has been placed before you. Apart from that we did not have any actual
discussion of this item.

Mr. WincH: One of the main reasons was that unfortunately when our
steering committee met the Auditor General was overseas on business and
we did not have an opportunity to discuss it with him.

Mr. LorserLE: The Auditor General said he could have put it at the begin-
ning in 1960. There was a recommendation that the Civil Service Commission
get along with Mr. Henderson to get his personnel. Why is it that since 1960
the question has not yet been solved? Why is there a lack of co-operation
with the Civil Service Commission towards Mr. Henderson? Is there something
wrong? I do not understand it.

Mr. HENDERSON: The best answer I can give you is the long statement I
made February 5, 1963, which is to be found in the minutes of the committee,
in which I brought the members of the committee right up to date from 1960.
I will be happy to go over it now, but it is all contained in the minutes of
this committee for February 5, 1963. When the Civil Service Commission was
before this committee they made a statement, and I made a statement, and I
brought the whole history of it right up to date.

Mr. LoiseLLE: As chief of that department you have said that since 1960
you brought the problem here. It would seem that you still need those 18
more personnel on your staff?

Mr. HENDERSON: I certainly do.

Mr. LorseLLE: There is something wrong somewhere, and I think we
should decide how to correct the situation so that the committee will not be
faced with this question every year.

Mr. FANE: Mr. Chairman, Mr. Henderson may have answered the question
I have in mind in the answer he gave to Mr. Loiselle, but I would like to ask
Mr. Henderson if he feels that the Civil Service Commission has deliberately
set out to hamstring him?

Mr. HENDERSON: No, sir, I do not believe that. They have accommodated me
on a number of aspects, and on a number of special type requests I have had
to make. I think the trouble is with their system. Mr. Glassco dealt with this in
his reports more adequately than I can, that is to say, the length of time they
take, the opportunities that are lost in terms of getting the best people that we
should be getting, and things like that. Moreover it is very costly.

Mr. FANE: What reason is given by the civil service commission in not
providing you with the necessary help.

Mr. HENDERSON: Well, there are other departments of government com-
peting for the same type of help. They may get a lot of answers to applications,
then they have to hold hearings, arrange appearances before examination boards,
and that type of thing.

Mr. FaNE: The mills of the gods grind a little too slowly.

Mr. HExnDERSON: That is right, because sometimes we have to wait for as
long as nine months.

Mr. FANE: There is too much time taken up with red tape.



24 STANDING COMMITTEE

Mr. WincH: On a point of information, I would like to ask if we are not
doing exactly what we would be doing if we passed this motion, or if we did
not pass it and waited until we came to it.

Mr. RicHARD: We are just doing now what has been proposed and in
a very bad way. If we do not get this motion approved, we will cast some
doubt on the efficiency either of the Auditor General or the civil service
commission or somebody else by not giving the full story. So we might
as well stop questioning the witness at the present time and proceed with the
motion.

The CHAIRMAN: I shall put the motion that the committee commence their
agenda with the Auditor General’s office recruitment problem and that the
steering committee arrange the order in which the witnesses appear. All those
in favour? Those opposed? I declare the motion carried.

Motion agreed to.

Now may I come back at this time to what I had asked for, that the Auditor
General’s follow-up comments be made and printed as an appendix to this
day’s proceedings. Then they will be available.

Mr. LoiseLLE: I so move, and being a new member I did not have time
to look at them. So this way I shall be given a chance to do so.

Mr. Muir (Lisgar): I second the motion.

Motion agreed to.
(See Appendix “A”)

Mr. Vavapg: I would like to suggest that the report of February 5, 1963 of
the committee concerning that question be distributed, either as an appendix
or given to us so that we might look over all these things.

The CHATRMAN: I think we could arrange that. It will be distributed to the
members. I take it from Mr. Hales’ motion that the steering committee would
arrange the details. Are you agreed that we proceed until that time with the
first item, which is the follow-up report? We have called and requested some
of the senior officials of two departments to be here. Are you agreed that this
should be done? :

Agreed.

Now I would ask Mr. Henderson if he would carry on with his discussion of
the follow-up report. Do you all have copies of it?

Mr. HENDERSON: Mr. Chairman, the first item has to do with the form of the
public accounts. In 1961 this committee formed a subcommittee charged with
looking into the form of"the public accounts, and the outcome of that is described
in the first paragraph.

I stated in my 1962 report that I hoped, although the subcommittee of the
public accounts committee did give some attention to it, that further considera-
tion would be given to the summarizing or reducing the number of detailed list-
ings so as to present more significant and relevant information to parliament and
to the committee.

I gave examples of additional important information which I think should
be disclosed in the public accounts. It seems to me that there is considerable
material in there which, were it considered perhaps by another committee of
this main committee, could be subjected to simplification or removal. The pro-
duction of the public accounts is a very costly business as the comptroller of
the treasury himself outlined on a previous occasion, and I shall have further
comments to make on this subject in my 1963 report to the House. I would
hope that the committee might consider appointing a subcommittee to examine
the three volumes of the public accounts with a view to improving the presen-
tation and doing more in the way of reducing their size; particularly in the
giving of detailed listings.

2
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The CHAIRMAN: Thank you, we will take that under advisement. A}‘e t'here
any comments from the members of the committee particularly at this time?

Mr. HENDERSON: May I add one thing further: that on November 5th, the
President of the Privy Council in following up the Glassco commission repprt
tabled a list of items, of which item 17 indicated that they were going to give
attention to this subject, and would likely be submitting some material to
this committee which would be all to the good in obtaining some action here.

The CHAIRMAN: Thank you. The next item is the form of the estimates.

Mr. HENDERSON: With respect to the form of the estimates, I do not know
if Mr. Steele is here today.

The CHAIRMAN: Yes, he is with us today.

Mr. HENDERSON: You might care to ask him to speak on this subject
regarding the proposition dated September 30 addressed to you.

The CHAIRMAN: Would you first, for the benefit of the new members of
the committee, indicate the nature of the problem that has been referred to Mr.
Steele, and what would be given in reply? Would you please come up to the
head table, Mr. Steele? May I at this time introduce to you Mr. Steele, secre-
tary of the treasury board, an organization with which we have had some
experience at one time or another. Mr. Steele has been good enough to come
here at my request, and he has also placed before me a statement on the par-
ticular matter, which I think you will find in the material distributed to you
this morning. He delivered a copy of his statement in both English and French.

As he is very keenly interested in this item, I think probably the members
of the committee might like to discuss it with him and question him on it as
well as Mr. Henderson. Perhaps Mr. Henderson would outline the problem
briefly, then we might ask Mr. Steele to comment on it.

Mr. HENDERSON: On page 1 of the memorandum you will see the heading
“Form of the Estimates”. It runs through page 2, and at the bottom of page 2
I have some comments to make on it. And if you will be good enough to turn
to page 3, and direct your attention to the last two paragraphs of my com-
ments on page 3 I say:

In my opinion it is a matter of vital importance that the form in
which the estimates are presented be improved. Expenditures of publie
funds at the level at which they exist today are of such importance to the
Canadian economy that it is essential that the estimates be presented to
parliament in the clearest and simplest manner possible. Only on this
basis can parliament be expected to give the proposed expenditures the
scrutiny and consideration they should have.

It is my opinion that more effective progress could be made in
developing improvements in the form of the estimates and laying sug-
gested improvements before the committee were the secretary of the
treasury board to consult with the Auditor General before presenting
further proposals for the consideration of the committee. The form of
the annual estimates determines in large measure the manner in which
the subsequent accounting for expenditure is maintained and reported
to parliament in the public accounts and this, in turn, is important to
the Auditor General in relation to his responsibilities to parliament.

As I stated here, the proposition before the committee is to reduce the
number of votes and I referred to this in the second paragraph in my com-
ments on page 2. But since we have Mr. Steele with us today I feel I should
turn the floor over to him so that he may outline his proposition.

The CuarrRMAN: Would you mind outlining to the committee the problem
as you see it and the suggestions you have made, Mr. Steele?
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Mr. G. G. E. SteeLE (Secretary of the Treasury Board): Thank you,
Mr. Chairman and members of the committee. First of all I would like to
thank you and the committee for giving me an opportunity to speak to this
item. We are commencing at this time a review of the estimates for the fiscal
year 1964-65, and since it is our hope that we may be able actually to intro-
duce the proposed vote consolidation when these estimates are tabled in the
House of Commons, it is of course vitally important that the committee hear
from us what it is we had in mind, and if there are any reservations about
this course of action that they be expressed through your comments and
recommendations.

I think the view has always been taken by successive ministers of fi-
nance that the Financial Administration Act charges the Minister of Finance
with responsibility for the full form of the estimates and the public accounts, but
they have always taken the view also, and very wisely so, that the standing
committee on public accounts of the house should have an opportunity to
make comments or recommendations as to the form of these house documents.
If T might just go back to the 1960 meeting, at that time we were able to
bring forward a number of recommendations which I do not think I need go
over here because I have been reading from Mr. Henderson’s follow-up report
and I see that he has dealt completely, and adequately with what went on
at that time.

There had been no substantial changes in the form of the estimates from
1950 and 1951 to that point in 1960. There had been repeated comments in
the intervening years that the business of the house would be facilitated if
a number of improvements were made. Some of these were recommended by
your committee in 1960 and were introduced into the blue book of estimates
in the last two years. In addition to the permanent vote number system, there
was a consolidation of detailed information and the elimination of a great
deal of detailed information relating to staff, with the addition of certain
information to provide a better understanding of the total cost of the service.
This information is in the estimates now in what we would call memorandum
form, which is not actually voted by the house, but presented in such a way
that the members would have a better impression of some of the major cost
items. I would like to go to page 3 of Mr. Henderson’s report and to follow
up the view he expressed on the importance of the form of the estimates and
the urgent necessity of making further improvements.

One thing that intervened since 1960 which was of considerable signif-
icance to the house and the Department of Finance and the government since
that time, has been thé report of the royal commission on government organi-
zation in which they had many things to say about the whole system of finan-
cial control in the government. They had some positive recommendations to
make about how it could be improved. If I might refer generally to this for
a moment and then come back to what it is we are proposing, I might be able
to give you some feeling for what I think we might do at this time, but I am
not going to go as far as the Auditor General would like to see us move in
the next year or two. The reason for this is that the estimates in addition
to being a very vital house document are an expression of the system of finan-
cial control which the government uses in conducting its financial affairs.

Since the main recommendation of the Glassco commission was that there
should be far greater decentralization of financial control from central agencies
to departments, it seems to us—and I think our advice here—is not just that of
the treasury board staff in the Department of Finance is that we should con-
sider the advice of the committee but also the senior officials who have been
receiving the main recommendations of the Glassco commission. It was their
advice that we should do a preliminary study of the subject, and the prin-
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ciples which the royal commission had set out, to see whether we could devise
a system along the lines which the royal commission recommended.

That is the point at which we now are. For the last three months we have
been carrying forward a program which will involve doing a detailed study,
a pilot type of thing, for four government departments taken from the civil
area, but this will take six months to complete, plus another six months in
which to evaluate the evidence.

One of the main purposes of this study is to establish teams of senior
beople, from the staff of the treasury board and from other groups within
the public service, who can contribute to this, including the comptroller of
the treasury whose own operations would possibly be affected by the findings.
These teams will do a study within each of the departments, to enable those
departments to decide on what type of financial control would best achieve the
objectives for carrying out the operations within that department by in fact
modifying, for example, the system of accounting control. They would con-
cern themselves with such things as the performance and objective type of
financial report structure which these departments require better to handle
their affairs; what reports should be available to the senior managers in the
department and what type of report will continue to be necessary in order to
carry out the existing legal responsibilities of the comptroller of the treasury
in the area of pre-audit, cash control, and cheque issue.

These are all problems which are going to have to be looked at very care-
fully. I have gone into this detail to indicate we came to the view, before we
could recommend sensibly to the public accounts committee rather significant
changes in the form of the estimates, perhaps changing in a fundamental way
the manner in which we present estimates to parliament; that these would be
consistent with the type of financial control we are working toward in order
to give greater authority and responsibility to departments in this field. Short
of that and coming directly to the recommendations which we made that the
committee might look at immediately we thought that clearly there was one
thing that both the house and the departments of government would welcome
at this time, namely a drastic reduction in the number of actual vote headings
under which parliament considers the annual expenditure program.

In looking at the Canadian situation, by any test, we have, I think, by far
the most detailed system of vote headings that any country of comparable mag-
nitude has, certainly far more than you find in the United Kingdom esti-
mates and a number which is almost equivalent to the United States budgetary
estimates, which are vastly greater in number and complexity. It seemed to us
the time was long past when this should continue and that what we could do
would be to recommend for the committee’s consideration a substantial reduc-
tion in the number of headings of the actual votes while preserving in the
detailed section the same amount of information which the members of the
house now have.

This would mean that whereas you might have, for instance, in the Depart-
ment of Agriculture, 25 votes—and I am choosing this number very arbi-
trarily—you might be able to consolidate these into five major headings which
would describe broader areas within the department, which would give you a
better feeling in respect of the whole of say the production and marketing
branches of the department or the research activities and still achieve the
same purpose from the point of view of the house understanding what the
money is for. There is a great advantage in this from the department’s point
of view. It would provide them with broader vote authorities from parliament
within which they could plan their operations and move in the direction of the
type of financial control we are studying now. It is really the substance of that
which we are embodying in this paper and which we indicated to you in
September.
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The CHAIRMAN: I think it would be useful if members of the committee
would allow Mr. Henderson to make a comment in this connection in respect of
the attitude he takes, before questioning Mr. Steele; in that way the committee
will have a complete spectrum of the opinion on this, and then perhaps the
members of the committee could direct questions to either of these two gentle-
men, Mr. Henderson or Mr. Steele.

Mr. HENDERSON: First of all, I should like to say, sir, that Mr. Steele has
given very excellent leadership in this field involving the Glassco recommenda-
tions, and in working toward the goal that he has been describing to you,
namely program budgeting which, as he pointed out, is some way off yet be-
cause they are doing a pilot operation in four departments.

Now, the straight proposition of reducing the number of votes is a very
important one for you to consider because it touches directly on parliament’s
control of public spending.

It is my aim, as your adviser and in terms of my responsibility to parlia-
ment to watch this very closely and to support every proposition that comes
along for strengthening that control. That is one of the reasons I am calling for
more information in the estimates so that they are clearer and simpler, and
so you will be able to bring your judgment to bear on a set of facts that is
clearly set out.

As Mr. Steele has explained, his proposal of reducing the number of votes
would apply to the estimates in their presently existing pattern as you have
them now. He and his treasury board staff already have made over the past
several years some excellent improvements in them, in which this committee
in the past has had a hand, particularly the showing of the approximate cost
of services provided by other departments, which is useful additional informa-
tion.

I already have given you on page three of the follow-up memorandum my
views in this matter. As I mentioned today, in my 1960 report I made recom-
mendations designed to improve the form of the estimates, and I have repeated
them each year ever since. They were discussed in a subcommittee of this
committee in 1961. Now, the Glassco commission has come along and not only
has agreed with me but carries the recommendations further by advocating
what Mr. Steele himself has been describing, that is, to move into program or
project budgeting, which is the logical method of presenting such information
effectively to the people who are charged with approving it.

It is of interest to me that on November 5 last, Mr. Lamontagne, President
of the Privy Council indicated that the government supported this proposal of
the Glassco commission of program budgeting and plans to move in that direc-
tion as Mr. Steele has confirmed. Mr. Steele has explained how his staff is
proceeding with studies to develop this type of program budgeting in four de-
partments. I was quite interested—and I think you will be too—in a treasury
board bulletin issued on September 18 last in which these initial steps were
outlined and certain directions were given to the people who are making the
pilot studies. I would like to read an excerpt from this: ‘“the determination of
programs and activities in this work will involve an examination of the func-
tions, operations and organization of the department. The programs and activi-
ties”—that is to say, resulting from this study—‘“will then be translated into
a vote structure and will be the basis for the study of financial management
in the department”.

Consequently, as I see it, simply to reduce the number of votes now in
the present existing estimates method of presentation is like putting the cart
before the horse; it seems to me the effect could be to lessen parliamentary
control, not strengthen it. I would be prepared to cite to you numerous examples
of this, if you wish, from the 1964-65 estimates presentation which Mr. Steele
kindly prepared for us as an addendum to his paper. We would like to see the
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wording he is going to put on the votes broadened to convey more adequately
what it is the votes are covering. You, on the other hand, may feel you would
be just as content to look at the detail sheets and find the answers there rather
than in the vote wording itself. But, that is the way I view it, and I feel I should
make my position clear to the committee on this point. I would welcome a
full discussion not only on the subject of the headings of the votes but also under
the heading of the form and content of the estimates, including the proposition
to consolidate the votes. It may be you would warnt to consider referring this
very important matter and, I might say, very complex matter, to a sub-com-
mitte, as you did in 1961. »

Mr. Starr: I would like to ask a question at this point. In view of your
remarks near the end of your presentation I came to the conclusion that you,
Mr. Henderson, did not have any strong objection to consolidating the number
of votes but rather you thought if that was the case, then a full and complete
explanation should be given as to what that vote represented.

Mr. HENDERSON: From the examples on the galley sheets Mr. Steele attached
to the memorandum before the committee we certainly feel that in many cases
the wording should be changed. I have examples here but they are too numerous
to cite. I will put them together, if it is the committee’s wish, at a later
opportunity, or will lay them before a sub-committee to show why. Personally,
I would rather push full steam ahead to get program budgeting and then let
the vote structure emerge from that, which I suspect is what they had in mind
when they issued their September 18 bulletin.

Mr. STARR: In view of that I wonder if Mr. Steele could give us the
former votes and their description and compare them with what he proposes
to do, so we could see what deletions have been made and how it is being
described in the new format as compared with the old.

Mr. SteeLE: Yes, we could do this. I think we have just one copy of this
draft. Until we knew the wishes of the committee we did not want to prepare
a larger number of copies of it. However, it is available and if it should be
studied by the full committee or at the sub-committee level I would be pleased
to make copies available.

The CHAIRMAN: We have the galley proofs of the suggested consolidation
and, of course, we can produce the existing form.

Mr. STARR: Yes, in order that we may make a comparison.

Mr. SteELE: May I add one or two things at this point. I do not disagree
with what Mr. Henderson has said about this; I quite agree with his observation,
that the main point is the possible loss of parliamentary control. I would cite
three or four things which led up to the conclusion we should make a recom-
mendation on this.

Had there been no Glassco commission and none of the upsurge of interest
in sort of reforming the whole structure of the estimates we would say without
any hesitation at all this would be the type of recommendation we would have
brought forward long since as being a desirable one not only from the point of
view of departments but also from the point of view of the house if it helps to
facilitate discussion in committee of supply, which is an important considera-
tion. Our impression was that we certainly would like to have the views of all
the members on this because we would be barking up the wrong tree if it was
not so, and if what we proposed actually did not lead to a sharper type of
discussion in committee of supply we should not proceed along that line.

Secondly, it seems to us the major reforms which are envisaged by the
studies we are doing are at least two, and perhaps three years, off. It is our
conclusion, in looking at it, we would be very fortunate if we could bring any-
thing forward for 1965-66 and, possibly, 1966-67, and a better year, it seems to
me, knowing all the problems involved in getting the department ready for this



30 STANDING COMMITTEE

system, is the year after that. We were appalled at further delays in making
what seemed to us to be sensible improvements.

There are two other points. When we did this proposed consolidation we
had in mind very much the likely types of authorities which would be em-
bodied in these program limits, and we came to the conclusion what we are
recommending would be entirely consistent with this; that this would be a

step in the direction of what you would reach in terms of the amounts of

money and the programs they described, even though we are using the existing
estimate headings.

Another point is that by doing this consolidation we will put departments
in a position where we are able then to work with them. This is a straight ad-
ministration point and enables departments to handle their own organizations
internally as we go along in the direction we are trying to achieve on this

program budgeting side. By these broader authorities they are able to do the:

type of re-organization which we think is going to be necessary in order to
achieve the aims of program control of the type we are thinking about. These
are the things I wanted to get out which has led us to bring this forward at
this time.

Mr. HARKNESS: In connection with this matter of a reduction in the number
of estimates I would agree with the point of view put forward by the Auditor
General, but I would go farther. I think the reduction in the number of esti-
mates, which already has taken place, and which has been very considerable,
has reduced considerably the ability of the house to effectively go into ex-
penditures and to control them. As an example, back in the period 1945 to 1949
there was something in the neighbourhood, I think, of 40 to 60 items under
national defence and, at that time, I think we had a very much more arbitrary
discussion of that department and a better understanding of how it operated
as far as the House of Commons was concerned than was ever the case since.
As a result of reducing the number of estimates in that department to about
five, and only two or three were effective items, this meant that in respect of

anything from that time on you had always a very great roundhouse discussion,.

with a dozen different matters being brought up by different members, all, of
course, on one item. You could bring up anything in that item, and the result
was a confused discussion and a lack of ability really on the part of the mem-

bers of the house to come to anything definite in discussion of these particular-

estimates.

It seems to me the greater the extent to which you reduce the number of
estimates the more confusion is created really in the minds of members, and
the less logical discussion you get of the estimates and the expenditures of any
department and, therefore, the less control the House of Commons can exercise
in that regard.

Now, I quite realize, on the basis of my own experience in three depart-

ments, the administrative advantages which Mr. Steele has mentioned in having"

a very small number of estimates because then there is no difficulty as far as
transferring votes are concerned. But, that can be looked after, I suggest, by
provisions which always have existed enabling, with the authority of treasury
board, a money vote for one particular item to be transferred to another, if this
is justified. But, certainly from the point of view of the House of Commons,
and the essential function of the House of Commons is control of expenditures,
it seems to me the more you reduce the number of estimates the least effective
you make that control and the more actually you give up what is the essential
business of the house.

Mr. Muir (Lisgar): Did I understand Mr. Steele to say he had written
certain recommendations to you earlier?
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The CHAIRMAN: The report to the standing committee on public accounts
on changes which are proposed in the number and nature of votes in annual
estimates has been distributed to the committee.

Mr. Muir (Lisgar): I see. Are you going to suggest that this be appended
to our minutes?

The CHAIRMAN: In view of the time left, I think we should consider at
least one suggestion which was made, the referring of this matter to a sub-
committee. Obviously it is a matter of some complexity, and it concerns a study
of the galley proofs which Mr. Steele will make available as it pertains to the
estimates in their present form.

A sub-committee was established by this committee on two occasions on
the understanding that under the rules we cannot delegate binding authority
to a sub-committee but we can delegate authority to them to inquire into and
report back with recommendations to the main committee.

In view of Mr. Hales’ motion, and as we will not be proceeding with this
matter in the full committee right away, is it your wish that we appoint a
Sub-committee of seven to look into this matter and report back to the main
committee at an appropriate time, after having fully considered what is
involved.

Some HoN. MEMBERS: Agreed.

The CHAIRMAN: Now, before we adjourn may I express my apologies to
Mr. Daze, assistant deputy postmaster general, who has appeared with his staff
in the hope we might reach an item in which he is involved. It looks as if it
might be some time yet before we reach this particular item.
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APPENDIX “A"

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 IN 1961

In paragraph 105 of its Fifth Report 1961, presented on July 1, 1961, the
Committee requested the Auditor General to report to it on the action taken
by government departments and other agencies towards implementing the
recommendations made by the Committee. This is my report on the current
situation with respect to the various recommendations made by the Committee
in 1961.

It would appear that action, which the Committee might consider appro-
priate in the circumstances, has been taken by the departments or other
agencies concerned in 25 of the 35 cases where recommendations were made
by the Committee.

ForM oF THE PUBLIC ACCOUNTS X

In paragraph 9 of its Second Report 1961, presented on April 19, 1961, the
Committee recommended that Volume I of the Public Accounts be divided into
two volumes in future, the first to contain the summary report and financial
statements and the second mainly details of expenditures and revenues, with
the former Volume II, containing the financial statements of the Crown cor-
poraticns and the audit reports thereon, becoming Volume III. The Committee
further recommended, in paragraph 10 of the report referred to, that the
following additional information be included in the explanatory notes following
the summary of allotments and expenditures for each vote, in the departmental
sections of Volume II: (i) explanation of the cause of the variation, if signifi-
cant, between the appropriation and the total of expenditures charged thereto;
and (ii) reference to any ex gratia payment in excess of $100 entered as a
charge to the vote.

Comment by the Auditor General: The Public Accounts volumes for the
fiscal year ended March 31, 1961 were arranged in the manner recommended
by the Committee and the additional information desired was included in
Volume II, and this improvement was continued in the Public Accounts for the
year ended March 31, 1962.

ForM OF THE ESTIMATES

On April 19, 1961 the Secretary of the Treasury Board presented a docu-
ment to the Committee (pages 214-240 of 1961 Committee Proceedings) pre-
pared by the Staff of the Treasury Board, dated April 14th, entitled “Possible
Changes in the Form of the Annual Estimates”. The Committee agreed that the
Auditor General be asked to study the proposed changes as set out in this
document and to report his observations thereon to the Committee in due course.

In accordance with this request, the Auditor General reported his observa-
tions on this Treasury Memorandum to the Committee at its meeting on May 186,
1961 (pages 376-382 of 1961 Committee Proceedings). At the same meeting a
Sub-committee on Estimates was formed by the Committee. Following the
report of the Sub-committee to the Committee, the following recommendations
for improvement in the form of the Estimates were made by the Committee
in paragraphs 2 to 6 of its Fourth Report 1961, presented to the House of
Commons on June 20, 1961:

2. In the opinion of your Committee the following interrelated
changes in the form of the Estimates would contribute to a better under-
standing of the content of the Estimates:

(a) a new ‘permanent numbers’ Vote system;
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(b) the inclusion of Vote numbers in the Details Section:

(c) the addition of a departmental Table of Contents to the Esti-
mates Book;

(d) the rearrangement of the sequence of information so that the
Details Section of each departmental class would be located
immediately following the Vote Section for that class;

(e) the inclusion of separate summaries at the end of each depart-
mental or agency grouping so that the sources of the amounts
carried forward into the over-all Estimates summary will be
clearly evident.

3. The inclusion of additional information in the Estimates and

the rearrangement of existing detail were also given consideration:

(a) Your Committee recommends the proposal to distribute, for in-
formation purposes, the costs of major common services which
are provided to other departments without a corresponding
charge to their appropriations.

(b) Your Committee recommends the proposed rearrangement of
staff detail which will result in a clearer understanding of
establishment proposals and is pleased also to note that this
improvement will result in a sizeable saving in the work-load
associated with the present detailed costing of salaries estimates.

4. Old Age Security payments have, since the inception of the pro-
gram, been included with the budgetary items in the Estimates although
Parliament has provided the Old Age Security Fund with-its own sources
of revenue. Inclusion of this different type of expenditure each year in
the Estimates with the Budgetary items complicates the Estimates Sum-
mary and also the Standard Object Summary in the back of the Estimates
Blue Book. Your Committee recommends henceforth that this present
method of presentation be discontinued and that the item be shown at
the bottom of the Estimates Summary in the front of the Book for
information only.

5. Since 1937 when the last major revision of the number and
nature of Votes was made, there has been a substantial growth and
reorganization of the public service. These changes have not always been
matched with changes in the Votes. Therefore, it is recommended that
the officials concerned study the matter further and present the results
of such a study to the Public Accounts Committee during the next session.

6. Your Committee recognized that there are other possible changes
in the form of Estimates. Some of these are of a fundamental nature and
your Committee was not able to give full consideration to these proposals
in the limited time available. The Committee was of the opinion that this
factor should not delay the implementation of those recommendations on
which there is full agreement. These recommendations are contained in
paragraphs 3 and 4 above. Your Committee recommends that other pos-
sible changes be considered early in the next session.

Comment by the Auditor General: The changes in presentation recom-
mended in paragraphs 2, 3 and 4 above were implemented in the Estimates
Book for 1962-63 and were continued in the Estimates Book for 1963-64.

With regard to the recommendation made in paragraph 5 quoted above,
the Secretary of the Treasury Board addressed a letter to the Chairman of the
Committee on September 30, 1963 submitting, at the request of the Chairman
of the Treasury Board, a report on the question of the revision of the number
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and nature of Votes in the Annual Estimates. The Secretary provided me with
an advance copy of this report and we are making a study of it and expect to
have some comments to make when the matter is given consideration by the
Committee,

Included among the “other possible changes” referred to in paragraph 6,
quoted above, were those suggested in paragraph 16 of my 1960 Report, as
follows:

(a) comparing the amounts estimated for the ensuing year directly with
the anticipated actual expenditure for the current year, as well as
with the amounts that had been estimated for the current year;

(b) giving the estimated amounts in three columns: estimated expendi-
ture (gross); estimated revenue; and net requirements to be voted
(thus giving Parliament an opportunity to consider the sufficiency
of receipts for services rendered, in relation to the costs incurred);

(c) including both operating and capital budgets of Crown corporations,
even where funds will be forthcoming in full from corporate re-
sources (thus giving Parliament an opportunity to consider broad
policies associated with their operations); and

(d) including appropriate explanations in all cases where expenditures
proposed for the year involve commitments for future years.

I have not been informed as to the extent officials of the Treasury Board
may have considered these and “other possible changes” in the Form of the
Estimates. It is of interest to note that the Royal Commission on Government
Organization in commenting on the Estimates in Volume 1 of its Reports (Report
2, Part 2, Chapter 2) published on September 6, 1962, includes recommenda-
tions along the above lines.

In my opinion it is a matter of vital importance that the form in which the
Estimates are presented be improved. Expenditures of public funds at the level
at which they exist today are of such importance to the Canadian economy that
it is essential that the Estimates be presented to Parliament in the clearest and
simplest manner possible. Only on this basis can Parliament be expected to give
the proposed expenditures the scrutiny and consideration they should have.

It is my opinion that more effective progress could be made in developing
improvements in the form of the Estimates and laying suggested improvements
before the Committee were the Secretary of the Treasury Board to consult with
the Auditor General before presenting further proposals for the consideration
of the Committee. The form of the annual Estimates determines in large
measure the manner in which the subsequent accounting for expenditure is
maintained and reported to Parliament in the Public Accounts and this, in turn,
is important to the Auditor General in relation to his responsibilities to
Parliament.

SEconD Crass MAIL

In paragraph 7 of its Fifth Report 1961 the Committee referred to a com-
ment in its Third Report 1960 that it had been informed that the handling of
second class mail had been estimated by the Post Office Department as having
cost $28 million in 1958-59 (up $4 million from 1956-57) while revenues were
$6 million (the same as in 1956-57)—and stated that it had recommended that
the Department “review the problem to the end that a more realistic policy be
adopted.”

In paragraph 8 it was noted that the Committee had been informed by the
Deputy Postmaster General that note had been taken of the recommendation,
and the question of increased postal rates had been raised with the Postmaster
General, but that the Royal Commission on Publications having by then begun
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its studies, the Postmaster General had decided that the Department should
await the Commission’s report before changes in legislation were proposed. The
Committee noted that the report of the Commission had included recommenda-
tions with respect to postal rates and recommended “that the Department give
active consideration to the matter”.

Comment by the Auditor General: On December 12, 1962 I wrote to the
Deputy Postmaster General asking to be informed regarding changes made
since 1960 which were designed to affect the relationship between the cost of
and revenue from handling second class mail, and the following was included
in his reply dated December 18, 1962:

In our letter of February 15, 1962 we mentioned that the “Mailing
in Canada” rate was increased to 5 cents per pound effective August 1,
1961, and that the additional revenue resulting from this increase was
estimated at one and three-quarter million dollars.

In the first 12 months of operation the revenue for several months
exceeded the revenue for the corresponding months in the previous year
by more than $150,000 but the overall additional revenue for the year
amounted to $1,454,000. The increase in the rate still appears to be
responsible for readjustments in the volume of mailing in Canada. We
are hopeful that when the present monthly fluctuations level off, the
additional annual revenue will be approximately one and three-quarter
million dollars.

In addition to the above we are also considering increasing the
rate on foreign publications mailed by newsdealers in Canada from 4
cents to 5 cents per pound. When implemented, this change will establish
a uniform rate for foreign publications irrespective of whether the
mailing is made by the publisher or his newsdealer in Canada. The
change will produce some additional revenue but is actually designed
to produce a more simplified rate structure.

A change having an opposite affect on revenues is represented by
the decision to terminate the 4 cents per pound rate charged for second
class mail destined to post offices served by Air Stage Services. This
rate which has no legal basis, is very difficult to administer. The reduction
in revenue, estimated from $18,000 to $24,000 per annum, will be partly
offset by the savings in the simplification of our operating procedures.

The Royal Commission on Publications recommended that in the
matter of second class mail the United States be asked for compensation
in the form of terminal payment. It is estimated that Canada handles
a larger volume of second class mail of United States origin than the
volume of Canadian mail handled by the United States postal service.
Terminal payments were recommended as a method of adjusting this
imbalance.

From a strictly procedural point of view such a system could be
established provided the United States was favourable, which is very
doubtful. Article 16 of the special Postal Convention between our
two countries stipulates that any matter not specifically provided
for is to be governed by the Acts of the Universal Postal Union. The
Acts of the U.P.U. provide for the delivery of second class mail without
the collection of terminal charges. Whenever this question was raised
at Postal Congresses it was rejected as being contrary to the fundamental
maxim of the U.P.U.

From the operating point of view the establishment of statistical
checks would involve a complicated and costly system. Since our
second class mail exchanges fluctuated, statistical checks might mnot
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be an entirely satisfactory method of measurement. For the present,
therefore, this recommendation is being deferred.

The other main recommendations of the Commission propose (1) the
repeal of the local delivery rates on second class mail and (2) free
mailing privileges throughout Canada for the first 5,000 copies per
issue of the non-profit, cultural and “little magazines”. It is estimated
that the adoption of these recommendations would reduce our revenue
by approximately $484,000 per annum.

It is also proposed to abolish the 2 cent rate on publications issued
less frequently than once a month but not less frequently than quarterly.
This change would involve a slight reduction in revenue and is designed
primarily to simplify our complicated second class mail rate structure.

All these proposals involve the amendment of the Post Office Act.
A Bill incorporating the changes was actually introduced during the
last session and received first reading on April 18, 1962, but no further
action was taken during that session. The Bill may be reintroduced during
the present session.

I would like to mention that in view of the continuing heavy
operating losses on second class mail it was considered advisable to
institute a Departmental study of the second class mail rates including
a review and a simplification of the rate structure. The results of
this study are expected in the near future and every consideration will
be given to rate changes that will not only simplify the rate structure
but also increase postal revenue.

Since receipt of the above information from the Deputy Postmaster General,
the following developments have taken place:

(a) the additional revenue arising from the increase in the “Mailing in
Canada” rate to 5 cents per pound which was expected to amount
to $1% million dollars annually is actually amounting to about $1%
million;

(b) the proposed increase from 4 cents to 5 cents per pound of foreign
publications mailed by newsdealers in Canada was implemented in
January 1963 and is realizing increased revenue amounting to about
$7,500 per annum;

(c) the Bill incBrporating certain changes in rates recommended by the
Royal Commission on Publications which received first reading on
April 18, 1962 but was not further dealt with prior to dissolution
has not been re-introduced;

(d) the departmental study of second class mail rates has been com-
pleted and a report has been made to the Deputy Minister.

The revisions of second class postage rates referred to by the Deputy
Postmaster General are confined to two areas, as follows:
(1) foreign publications mailed in Canada by choice of the foreign
publishers; and
(2) simplification of the rate structure which is most desirable but
which may result in a reduction rather than an increase in revenue.

These revisions might result in increased annual revenues in the neighbour-
hood of $1 million which obviously will not be sufficient to cover the further
increase in the cost of handling second class mail because the annual deficit
is now estimated to exceed $25 million (compared with $22 million in 1958-59).
It seems apparent that this deficit cannot be reduced without a general upward
revision of rates of postage on Canadian publications.
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With regard to the increase in revenue which has been achieved, it should
be kept in mind that the revenue from foreign publications mailed in Canada
(instead of in the country of publication) which amounted to $2.2 million
in the 12 months ended July 31, 1962 and dropped to $1.9 million in the succeed-
ing 12 months, is dependent on the foreign publishers continuing to find it to
their advantage to mail in Canada. Should this advantage disappear, the revenue
would cease without any corresponding reduction in costs.

It is of interest to note that the Royal Commission on Government Organiza-
tion, when commenting on the Post Office in Volume 3 of its Reports (Report 17,
Chapter 4) published on January 7, 1963, recommends that “an annual grant
be made by Parliament in amount sufficient to cover the costs of the Post
Office in handling second class mail, to the extent that such exceed postal
revenues arising from the rates set by Parliament”.

INTEREST ON TEMPORARY INVESTMENT OF UNIVERSITY GRANTS FUNDS

In paragraph 11 of its Report, the Committee commented upon the question
of interest on funds temporarily invested by the Canadian Universities
Foundation (between the date of receipt of funds from the Minister of Finance
and the date of the payment of grants to universities). The Committee noted
that it had been informed that the opinion of the law officers was that, on
balance, the money ought to be returned to the Receiver General and a formal
demand had been made to the Canadian Universities Foundation requesting
the return of approximately $109,000. The Committee further noted that it
had been informed that, following representations by the Foundation, the matter
had again been referred to the law officers for a further opinion and the Com-
mittee requested the Deputy Minister of Finance “to report to it next year on
the situation that may then exist with respect to this matter”.

Comment by the Auditor General: The Deputy Minister of Finance informed
me on March 19, 1962 that the Foundation’s solicitors had advised it that “the
claim of the Crown should be firmly resisted” as it was their opinion that the
Crown did not possess ‘“a beneficial interest in the moneys so invested”. On
the other hand, the Deputy Attorney General, after considering this advice,
remained of the opinion ‘“that the interest in question...is properly payable
to the Receiver General of Canada”. The Deputy Minister stated that it had
been decided by the Cabinet that Parliament should be asked to approve of
the Crown withdrawing its claim, which would then be written off along with
other debts due to the Crown when Parliament had passed Vote 710 of the
Further Supplementary Estimates, 1961-62, authorizing the deletion from the
accounts of certain debts due, and claims by Her Majesty.

In the discussion of Vote 710 in Committee of Supply on March 30, 1962
(Debates, pp. 2345-7) no reference was made to the account standing in the
hame of the Canadian Universities Foundation. This account was included
in a listing of accounts to be deleted, in the following terms:

Finance—
Debt resulting from interest earned prior to distribution

by the Canadian Universities Foundation on funds granted
by the Crown to Canadian Universities (1 debt) ........ $ 109,651

However, the listing was not tabled in the House until after Vote 710 had been
considered in Committee of Supply.

CROWN ASSETS DISPOSAL CORPORATION

_In paragraph 19 of its Report the Committee stated that it would watch
With particular interest the result of the inquiry by the Royal Commission on
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Government Organization as to whether the disposal of Crown assets could be

more efficiently performed by a division of the Department of Defence Pro-
duction.

Comment by the Auditor General: In its report on “Purchasing and Supply”
which was one of a number of reports relating to “Supporting Services for
Government” contained in Volume 2 of its Reports, the Royal Commission on
Government Organization concluded that “disposal of surplus equipment,
materials and supplies by government departments and agencies through the
medium of Crown Assets Disposal Corporation is less effective and less
economical than it should be”. Accordingly the Commission recommended that
“Crown Assets Disposal Corporation be operated as a division of the proposed
Department of Purchasing and Supply, and that its personnel and methods of

operation be integrated as closely as possible with other functions of the
Department”.

PRAIRIE FARM EMERGENCY FUND DEFICIT

In paragraph 27 of its Report, the Committee, having regard for the fact
that the Agricultural Stabilization Act provides for the inclusion of an item in
the Estimates to cover the net operating loss of the Agricultural Stabilization
Board in any year, recommended:

“that consideration be given to amending the Prairie Farm Assistance
Act to provide similarly for the inclusion of an item in the Estimates to
cover any deficit that might be anticipated in the operation of the Prairie
Farm Emergency Fund.”

Comment by the Auditor General: In paragraph 56 of the Auditor General’s
‘1961 Report, reference is made to our understanding that the Department of
Agriculture had established a committee to study various matters relating to
the Prairie Farm Emergency Fund, including consideration of the recommenda-
tion quoted above.

In response to a request that I be informed of the outcome of this study
and what was being planned as a result, the Deputy Minister of Agriculture
informed me on March 15, 1962 that:

careful consideration»was given to the implementation of the recom-
mendation, but it is not considered appropriate to attempt to introduce
an amendment to the Prairie Farm Assistance Act at this session of
Parliament. The matter will, however, receive continuing attention with

the purpose of recommending the amendment to the Act at some future
date.

Early in 1963 the Department gave consideration to proposing an amend-
ment to the Prairie Farm Assistance Act whereby provision in the Estimates
would be required to recoup deficits incurred in the Prairie Farm Emergency
Fund, and a letter dated March 22, 1963, addressed to the Secretary of the
Treasury Board by the Deputy Minister of Agriculture, included the following:

...the purpose of the Auditor General’s recommendation for parliamen-
tary review is appreciated, and provision for this will be included when

other proposals for amendments to the Act are presented for ministerial
consideration.

The Committee’s recommendation was based on the recommendation pre-

viously made in the Auditor General’s 1960 Report, and referred to in the
Deputy Minister’s letter.
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DELAY IN ACCOUNTING FOR COUNTERPART FUNDS

In paragraph 29 of its Report the Committee recommended:
that efforts be made by the Director General, External Aid, to obtain
from the various recipient countries, on a reasonably current basis, the
audit certificates called for by the agreements, and requests the Auditor
General to report on the results in due course.

Comment by the Auditor General: In February 1962 I wrote to the Director
General asking to be informed of the efforts that had been made in recent
months to obtain the certificates in question, and to be advised of the current
situation. The Director General replied in the same month, and followed this
with a second letter dated January 2, 1963, which stated, in part:

Using rounded out figures, the accounts of the External Aid Office
show that at March 31, 1962 a total of $180,296,000 had been expended
on commodities calling for the establishment of counterpart funds, and up
to the present date audit certificates signed by the Auditors General of
the recipient countries have been received to the extent of $49,888,000
leaving a balance of $130,408,000 not certified. The corresponding balance
at the close of the preceding year was $118,404,000.

Figures showing the extent to which expenditures made to March 31,
1963, on commodities calling for the establishment of counterpart funds, had
been accounted for by audit certificates signed by the Auditors General of the
recipient countries are still in course of preparation. We are currently collabor-
ating with the External Aid Office in this connection and the figures are ex-
pected to be available shortly.

ExPENDITURE CHARGES TO ADJUST INSURANCE ACCOUNT BALANCES

This matter was dealt with in paragraphs 30 to 33 of the Committee’s
report as follows:

30. The Committee noted the Auditor General’s comment that in
the absence of interest credits to the accounts for the Civil Service In-
surance Fund, Returned Soldiers Insurance Fund, and Veterans Insurance
Fund, the estimated actuarial deficits which arise in the accounts are
made good by means of annual bookkeeping charges to expenditure,
with the charges being reported as special ‘statutory’ items in the Public
Accounts, although ‘in no case does the governing legislation contain
provision for the making of such charges’.

31. The Comptroller of the Treasury was invited to comment on
this matter and stated that the Solicitor to the Treasury had been asked
whether or not, in the case of the Civil Service Insurance Fund, an
amendment to the governing Act or an item in the Estimates would be
necessary or if a regulation issued under section 18 of the Act would
be sufficient to make the entries. The Comptroller presented an opinion
from the Solicitor that ‘“the Governor in Council could authorize a book-
keeping entry to be made from time to time, crediting the account with
the amount necessary to make the balance in the account equal to the
estimated liability, under the authority of paragraph (f) of section 18
of the Civil Service Insurance Act.

32. The Auditor General was invited to file a statement enlarging
on his view. In this statement he quoted paragraph (f) of section 18 of
the Civil Service Insurance Act, as follows:

The Governor in Council may, for the purposes of this Act,
from time to time make regulations for
(f) prescribing the accounts to be kept and their management



40 STANDING COMMITTEE

and expressed it as his view that this was simply a general provision—
not a clear-cut authority to write up an understated liability by charg-
ing expenditure.

33. The Committee recommends,

that the Minister of Finance give further consideration to the appro-
priateness of the existing statutory authority.”

Comment by the Auditor General: On March 6, 1962 the Deputy Minister

of Finance provided me with a copy of a memorandum on this subject, which
concluded with the following observation:

I consider that we have the necessary authority for the accounting
action that has been taken. However, as this question has now been
raised by the Committee, we are requesting a legal opinion from the
Deputy Attorney General.

On August 8, 1962 I was provided by the Deputy Minister of Finance with
a copy of an opinion given by the Deputy Attorney General on April 5, 1962
which included the following:

The Civil Service Insurance Act authorizes the payment out of the
Consolidated Revenue Fund of all moneys payable under that Act. No
further Parliamentary authority is required and no action taken by
the Minister of Finance in relation to the Accounts of Canada can or
does have the effect of altering the existing authority to make payments
out of the Consolidated Revenue Fund. Quite apart from any regulations
under section 18 (f) of the Civil Service Insurance Act, I am of the view
that the Financial Administration Act is itself sufficient authority for
keeping the accounts in relation to the Civil Service Insurance Fund in
the manner prescribed by those regulations.

ProceEDS or FinEs Nor ACCOUNTED For

In paragraph 35 of its Report, the Committee requested that the Deputy
Minister of Fisheries “report to next year’s Committee on the then current
situation” with respect to the failure of a former magistrate to remit funds
totalling approximately $2,400, imposed and collected by him during the years
1956 to 1958 for offences under the Fisheries Act and regulations made there-
under.

Comment by the Auditor General: The Deputy Minister of Fisheries pro-
vided me with a copy of a memorandum dated March 20, 1962 which noted that
judgment had been obtained in the amount of $2,370 with taxed costs of $103,
making a total indebtedness of $2,473. The memorandum also noted that an
arrangement had been made, through the Department of Justice, for the pay-
ment of $50 per month by the debtor.

Only two payments, one in September and one in October, 1961 have
been made under the arrangement. Despite this, the outstanding balance as
at September 30, 1963 had been reduced to $1,161, mainly through action taken
by the Department under section 95 of the Financial Administration Act, which
provides that amounts due on other account to a debtor by the Government of
Canada may be set off against his indebtedness. As the Department expects
that the account will be cleared in due course by this means, the undertaking
to pay $50 per month is not now being pressed.

ConsTRUCTION COST OF HouskE AT R.C.A.F. STATION
In paragraph 39 of its Report, the Committee recommended:

that when authorization is given by the Treasury Board for a project to
cost a stated estimated amount, it should be clearly understood by all




PUBLIC ACCOUNTS 41

concerned that the amount authorized is intended to include not only
cash outlays but also the cost of service labour, materials supplied from
stores, service equipment utilized and departmental supervision directly
associated with the work—and departmental submissions to Treasury
Board should clearly indicate that all such costs have been included in
the estimate.

Comment by the Auditor General: On February 14, 1962 I was provided
with information by the Deputy Minister of National Defence which indicated
that current practice in the Department’s Construction and Engineering Branch
is along the lines proposed by the Committee.

NoN-RECOVERY OF EXPENSES INCURRED IN LENDING CROWN-OWNED PROPERTY

In paragraph 40 of its Report, the Committee noted that, to the extent
of $4,925, expenses that had been incurred by the Department of National
Defence in connection with an informal arrangement to lend landing barges
to the Canadian National Exhibition Association had not been recovered from
the Association, and in paragraph 42 the Committee recommended:

that where public property is being loaned to private organizations or
individuals, there be a formal written agreement setting forth the terms
under which the loan is being made.

In paragraph 42 the Committee requested that the Deputy Minister of
National Defence report to next year’s Committee regarding the final result
of the matter.

Comment by the Auditor General: The Deputy Minister of National Defence
informed me on February 14, 1962 as follows:

The administrative arrangements under which public property is
loaned to private organizations or individuals were reviewed in light
of the Committee’s recommendation. This resulted in amendments to
the regulations being issued on July 24, 1961, to implement the recom-
mendation and to emphasize that approving authorities must obtain
written agreement to the terms of a loan before material is issued.

In March 1963 we were advised by the Department that recovery had been
effected from the Canadian National Exhibition and the Department of
Transport.

SUBSIDIZATION OF MEDICAL STUDENT OFFICERS

In paragraph 45 of its Report, the Committee, in relation to this question,
recommended:

that the recovery of the cost of subsidization should be in cash unless
the circumstances are exceptional. In such circumstances, the period
of payment should not extend beyond three years. The Committee is
also of the opinion that when an officer is released under an instalment
payment arrangement, any amount of deferred pay that had accumulated
to his credit should be applied against the indebtedness.

Comment by the Auditor General: The Deputy Minister of National De-
fence advised me on April 13, 1962 that a directive on this subject had been
issued to all Departmental Personnel Directorates, and provided:

(1) When under paragraphs (5), (6) and (7) of QR Article 15.18 an
officer is required to reimburse the Crown for the cost of his sub-
sidized training, reimbursement is to be made in cash at the time
of release.

(2) In a case of extreme hardship, the Minister may be requested to
authorize the repayments by:
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(a) withholding of pay and allowances which would ordinarily be
payable at the date of release;

(b) application as part payment of any deferred pay or cash bene-
fits under the CFSA;

(c) receipt of as large a cash payment as the officer can reasonably
be expected to make; and

(d) repayment of the balance due by monthly instalments—the
number of instalments to be determined after consideration of
the officer’s financial condition but in no case to be more than
thirty-six.

This would seem to provide a satisfactory solution to the problem.

UNUSUAL EXERCISE OF EXECUTIVE DISCRETION IN AWARDING
Or AnNUITY UNDER CANADIAN FORCES SUPERANNUATION ACT

The Committee recommended in paragraph 47 of its Report:
that consideration be given to amending the wording of subsection (4)
of section 10 of the Canadian Forces Superannuation Act in such a way
that in no case should a pension be awarded to a person released on
grounds of inefficiency that would be greater than that to which he
would have been entitled had he retired voluntarily.

Comment by the Auditor General: In advising me on February 14, 1962 of
the action taken in response to this recommendation, the Deputy Minister of
National Defence stated as follows:

The policy guide has been revised to ensure that, insofar as the
present provisions of the Canadian Forces Superannuation Act permit,
no awards will be made to persons released on grounds of inefficiency
that would be greater than those awarded in connection with voluntary
retirement.

The question of a suitable amendment to the Canadian Forces Super-
annuation Act to completely eliminate anomalies is now under study and
will be proposed when that Act is next amended.

The action taken andsin prospect would appear to meet the Committee’s
recommendation.

INTERIM ALLOWANCES FOR LODGINGS AND MEALS ON TRANSFER
In paragraph 50 of its Report, the Committee recommended, following

consideration of an allowance paid by the Department of National Defence for
lodging and meals (while his house was being redecorated following his return
to Canada) to a member of the Armed Services who had rented his home
during a tour of duty outside Canada;

that in future, expenses incurred under similar circumstances, should

be treated as personal expenses with no reimbursement being made out

of public funds and that the regulations be clarified accordingly.

Comment by the Auditor General: In August 1962 revised regulations were
promulgated by the three Services with a view to giving effect, in principle,
to the above-noted recommendation of the Committee, by providing that when
interim lodgings and meals are required at the new place of duty solely as a
result of necessary major repairs or redecoration to a house which was owned
by the member prior to his arrival at his place of duty and occupied previously
by him, approval shall be denied except where most unusual circumstances
prevail in which case the claim may be submitted to Headquarters for con-
sideration.
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REIMBURSEMENT TO SERVICEMEN FOR LEASE TERMINATION PAYMENTS

The Committee included the following observation in paragraph 52 of its
Report:

The Committee was informed that, although circumstances might
not be identical, the lease form used by officers of the R.C.M.P.
provides for only a 30-day termination clause. Having this in mind,
and believing that the situation with regard to rental accommodation
has improved significantly in recent years, the Committee recommends,

that the maximum period with respect to which reimbursement

be made to members of the Forces, in the circumstances ment