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THE DEPATM T OF FIN îCE LD AGEIE:3" REPORTING

TO THE MINITF2 CF FINANCE

Historical Background

Canada has not always had exclusive control of
finances. During the French regime, and the earlier pari
British, the hereditary and casual revenues of Canada, cc
of certain seigniorial dues and the proceeds fram the sa]
ment land and timber, were reserved to the authority of I
overseas. In 1763, by the Treaty of Paris, the right to
and to regulate the trade and commerce of the colony in C
vested in the British Parlisment.



The actual collection Of taxes is the responsibility of~
the Departm1ont of ' ational Revenue.

The ,.inistor of~ Finance, -D lilceiver General of Canada,
reccives into the Consolidated qevenue Fund ail the D~ominion revenues.

The Deputy 1,inister of' Finance

The adpinistrative head of~ th e departnent is the Deputy
Mýinister, a permanent official. By statute lie is responsible for the
accounting systom of' the 'g -overnmoent. Hie is also the principal adviser

to the Miitron the formnulation of policy. The Deputy iinister is

ex officia 3ccrc;tory of the Treasury Board, but in practice lie dologatc
this runction to one of hie senior oifficia1e.

CONTIROL 0F SUPPLY

Parlianent muet authorize ail exponditures of pub lic moncys,
except those authorized by statute, such as the servicing of the
public debt, etc., and unroreseen and emergency expend.iture8 author-
i 7naiv 'whv tn irïrrtints which eau bc issued only wihon

3 n0 pa



Because of the obvious dif'ricuity of inaling an accurate
forocast of ail ecpenditures, supplementary est iiates are introduced
before the end of cach session, These supplemient original estiniates
that xuay have been round inadequate, end provide for items not
anticipated or for new viorks or services which the government has
decided to recommend,

The Budget

The Budget takes the fori
of Finance to the House of Cornons
the rînancial position of the couni
inakes rormai announceiment or the gc
for the ensuing fiscal year- The 1
tour main parts:

iA review of the economic and rîi
during the previ-ous year, with i
ment poiicy on such conditions E
probioems which may require specJ

3, A forecas,
probable
roquireme:

4, An outline ot the
polio ies.

by the MýIinister
,h he reviews
rospective, and
Lai proposais
Lly contains

cipated revenues
res as revealed

government 's

Board i.s
ýd of' six~



by Par1iamènt. The Comptroller has Tz'easury Officlers located in
each Gover'nment Department across Canada.

Before any contract, agreement, or underta1cing îs entered
into responsible offi1cers of~ the department miust obtain a certificato
from the Troasury Olficer that a su±?iciont balance is available ini
the appropriation to pay the accounts which will comae for payrnont
during the fiscal year. Vouchers presonted for payment are exaniined
and audited by the Treasury Off±'cors, and if! the charge le a proper
one payment je mnade by chaque draun on the Receiver General and pay-
able at par at any chartered banc in Can~ada.

The Coiptrollerls organization maintains accounting records
for each appropriation and aach allotrnent thereo' as established by
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e) a special warrant authorized the paymant of any money; or
.f) an objection of the Ataditoz, General was overruJ.ed by the

Troasury Board; or
g) a refwid or reinission of any Vax lias been made on the

authority of Acts of Parliament; or
h) Vo any other case which Vhe Auditor Goneral considers

should be brouglit Vo the attention of Parliament.

on the other hand,, Vhe Auditor General lias no actual control
over issue. If ho discovers irregularities, his only course is Vo
report Vo Par3liament in his annua. report, Thus, aftr appropriating
money, Parlianent is inforjued oftVhe extent Vo which its directions
have been followed througli the Auditor Gencral's annual reporV.

Superannuation and ReVirement Branch

This b ranch oftVhe DeperVinent of Finance administrates Vhe
Civil Service Superannuaion Act and the Reirement Fund. Ilie Act is
applicable Vo aUl permanent civil servants. Contributions for mien
range frozu f ive Vo six percent of salaries, and for women, five percen



Inspector General of Banks

The Inspector General ie a permanent civil servant, responsi-
ble to the Mizister of' Finance. Hlie responeibility ie to ensure that
the ten chartered banks of' Canada and the two savings banks in the
province of Quebec are operating in accordance with the provisions of'
the Bank Act, or the CQuebec Savings Bank Act. ~The Bank Act specifies
the transactions in wb.i ch chartered banks may legally engage, and
embodies regu1atione designed to eneure the proper conduot of the
bankst affairs.

The Inepector General has free accese to the accounte of the
banks, and makes hie f indings known in periodie reports Vo the Minister
of Finance.

DEPARTIRNT OF' INSURANCE

The Dominion Acte under which insurance companies are
reristered are administered bv thp flAnprl'tmen+~ tý,f T t.,.



Functions of the Bank of Canada

1. Its major function is to regulato credit and currency in the
interests of the economic life of the nation, From this responsi-
bility flow its other functions, naely

2. to mitigate, so far as is possible by monetary action, dangerous
fluctuations in the general levol of production, trade, prices, and
employment.

3. to act as a ready source of expert and impartial advice at the
disposal of the governmont on economic and fiscal questions.

4. to act as the fiscal agent of the Dominion government, and, by
agreement, as banker or fiscal agent for any provincial government.

Administration

The chief executive officer of the Bank of Canada is the
Governor, He is chairman of the board of directors. The Governor is
assisted by a Deputy Governor and an Assistant Deputy Governor. The
original appointments were made by the government. Subsequent appoint-
ments are made by the board of governors, subject to the aDproval of



INDUSTRIAL DEVELOPMT BANK

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

Functions of the Industrial Development Bank

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

There is no sharp division between the field where credit is
available from other sources and that in which the Industrial Develop-
ment Bank operates. The credits authorized by the Bank, however, have
mostly been for longer periods than normally granted commercial banks,



Cojmissioner of' Tariff

The Comzis8ioner of Tariff is an official of the Department
Fin~ance and serves as adviser to the MInister on ai]. questions relatij
to tariff and taxes on iiported good<. He also deals with ail applici
tioris for tariff changes, and preparos the necessary legisiation for i

changea0 If' the change is of a temporary nature> action is talcen by
Ordor in Council; if' permanent, provision is made for amending the
existing law in the Budget.

Ail nattera relating to tariff problems, other than admi.nis
tratl.ve juatters, are deait with by the Oomniaaioner; problezna relatin,
to large industries or groupa of industries are gencrally referred tc>
the Tariff Board.>

FORE~IGN ]ICCH.ZNQE CO!'TROL, BOARD



current account expenditures, such as travel restrictions to the United
States, were relaxed, Import prohibitions and the ïWar Exchange Tex were
abolished by 1945, Canada had succeeded in maintaining her stable
position even after paying cash for over 6,000 million dollars worth of
imports from the United States during the war years, while Canada's
balance of indebtedness with the United Kingdom improved by approximately
1,500 million in the course of the war, It is to be noted that Canada did
not participate in the United States lend-lease programme but paid cash for
all its expenditures in the United States,

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

The present function of exchange control in Canada is to prevent
certain types of capital movement, and to preserve exchange stability --
not to interfere with normal current account transactions. It is the



a wartimei rise of over 30 percent in both the United States and Gr'eat
Britaiai, and one of~ 74 percent in Canada frou 1914-1919),

TLhe pressure of rising costs of essentia3. goods was reduced Iby
the Board ini a number of ways. Whenever possible, increased costs were
distributed aniong various sections-of the trade.,gydiolesalors,, distribu-
tors, retailers--in order to minimize the pressuF'eý,or h4gher consumer
prices. Cost reduction and simpler methods of. production vmeýs -tudiçd
and recommended; many werc voluntarily introduced 1by i2ldlItry, but, where
necessary, formai simplification ordere were issued by the Board.
Simplification of production in Canada aimed at reduction in the number
of lines manufactured, at atreamlining both manufacturing and distribution
methods, rather than prescribinig utility or standard types of goods.

Rises in the cost of essential imports were offset by peyiu.nt
of subsidies, by remission of some of thie duties and taxes on imports, or
by taking losses on Government bullc purchases of raw materials.

In addition to price levels , the Board was alao directly condern(
wl.th the volume of goods and services available to civilians. In order to
offset shortages due to war production needs, the Board instituted the
directed production of sotue textiles in short supply ina 1943. Production
of certain houaehold aDDliances and farm, machinerv was aneo directed.,
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