SESSION 1947
HOUSE OF COMMONS

ey
i
|
|

B '~ STANDING COMMITTEE

ON

PUBLIC ACCOUNTS

|-
MINUTES OF PROCEEDINGS AND EVIDENCE
No. 17

| TUESDAY, JULY 1, 1947

-~
l WITNESS:
| Mr. Watson Sellar, C.M.G., Auditor General

-

1 OTTAWA
EDMOND CLOUTIER, C.M.G., B.A., L.Ph,,
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY
CONTROLLER OF STATIONERY

1947 ~ ; .




MINUTES OF PROCEEDINGS

Tuespay, July 1, 1947.
The Standing Committee on Public Accounts met at 11 o'clock am., the
Chairman, Mr. L. P. Picard, presiding.

Members present: Messrs. Cloutier, Fleming, Fraser, Gladstone, Golding,
#  Isnor, Jackman, Jaenicke, Macdonnell, Picard, Raymond (Wright), Rinfret,
Winkler.

In attendance: Mr. Watson Sellar, C.M.G., Auditor General.

The Committee proceeded to consideration of the report of the Auditor
General for the fiscal year ended March 31, 1946.

Mr. Sellar was called, heard and questioned.

It was agreed that Mr. William Cleave of Sarnia, Ontario, and Mr. Gordon
‘ Murchison, Director, Soldier Settlement and Veterans Land Act, be called for
‘ Friday, July 4.
At 1255 p.m. the Committee adjourned until Wednesday, July 2, at
11 o’clock a.m.

5 ' : A. L. BURGESS,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House oF COMMONS,
July ‘1, 1947.

The standing Committee on Public Accounts met this day at 11.00 a.m.
The Chairman, Mr. L. Philippe Picard, presided.

The CuammaN: Gentlemen, shall we call the meeting to order.

We have with us this morning Mr. Watson Sellar, Auditor General, and we
would ask him to make a statement if he has one to make?

Mr. Sellar will afterwards be ab the disposal of the members to ask
questions. It has been agreed that this discussion would be on general terms.
Mr. Sellar has the floor and is at your disposal.

Mr. Watson Sellar, C.M.G., Auditor General, called:

The CratRMAN: I suppose 1t would be in order to ask Mr. Sellar if he has
a few words to say.

Mr. Isxor: Yes, I think it would be nice to have a statement.

The Wirngss: Mr. Chairman, you have before you the report, for the fiscal
year 1945-46. The items can be divided into various headings but I imagine
you are particularly interested in those concerning you as representing the
House of Commons in this committee. There are, in that regard, certain
transactions to which I think you should give a little thought.. There are several
of them noted on page 2 of my report. One is: “Payments totalling $7,735,000
(Canadian) were made to the United States government to the end that
Canadian service forces may, up to March 31, 1947, select items from surplus
stores and equipment of the United States service forces. No deliveries were
made in the fiscal year. The offect is to relieve 1946-47 appropriations of the
cost of such stores and equipment as may be selected.”

Gentlemen, the effect of that transaction, a good business transaction which
I am not criticizing as such, is that we took $7,000,000 US. funds, lodged it with
the secretary of the treasury in Washington, and quthorized the army, navy,
and the air force, to select from the surplus stores of the United States army
and navy, for delivery in Canada and use in Canada, various surplus stores. Had
that been done, had the selection and deliveries been made in the fiseal year, I
would have said nothing, but no deliveries were made in that fiscal year and
therefore, in effect, the government, instead of letting the appropriation lapse,
is/ using $7,000,000 for future years. Actually, relatively little of that money
was spent In the fiséal year last ended and the period has been extended to
December next. That from the viewpoint of parliament, is of interest to you
because the general law is that all appropriations lapse on March 31st.

Mr. Fraser: On that point, at the present time the Minister of National
Defence has announced that his department has bought just lately $50,000,000
odd worth of equipment. How is that covered?

The Wrrxgss: You are quite right, sir. My objection to this is a technical
one. I say that it should be a charge to the appropriation for 1947-48 and not
to 1945-46. It is merely from the viewpoint of control of the fund. I think we
are getting big value for the money and my objection is just from your point
of view in having control of public trusts.
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Mr. Isxor: It is a matter of judgment and business.

The Wirness: It is just one transaction.

The next one is contained in the following paragraph which deals with the
settlement with the Netherlands. Under that settlement we owed the Nether-
lands government in round figures, $33,000,000 for services rendered to our army
in the Netherlands. I think again the government made a very sensible and
practical settlement. They sold $29,000,000 worth of surplus army stores,
vehicles, equipment and so on in the Netherlands, to the Netherlands govern~
ment. There is a debt there that is not reflected in the appropriations and that
is the only explanation I have on the matter. We settled up by delivering stores
instead of reflecting it in a cash transaction in our accounts.

Furthermore there was a sum of approximately $4,000,000 which was to
settle any future elaims. That was set up in an account, a sundry account, and
that is held by the Department of Reconstruction for settlement. Belgium has
the same sort of transaction.

3 Mr. Isnor: Before you leave that if that was set up in Public Accounts
it would have shown a credit of $4,000,000. :

The Wirxess: We would show first a sale of $29,000,000 worth of articles.

Mr. IsNor: Yes.

The Witxess: The issue of payment to the Netherlands is charged to the
appropriation in that amount. As it is we show merely a sale and we do not
show any charge to the appropriation.

Mr. IsNoOR: But you have mentioned it was not reflected in the books,
the one item was $33,000,000. In other words the expenditure of $29,000,000
therefore leaves a credit of $4,000,00.

The Wirngss: Yes, and the $4,000,000 has been set up as a credit for
settlements covering the period in the year 1946 after the 1st of April. It is
not a serious matter but in principle you might take a little exception. The
other item which T do not like at all, gentlemen, is to be found in paragraph 72.

Mr. Fraser: What page is that?

The WiTNESS! Page 27. In connection with that transaction what happened
was this. By an arrangement between the governments, the Netherlands gov-
ernment issued “X” quantity of guilders for the purpose of financing our army
in the Netherlands. As we all know the soldiers went into black market opera-
tions and as a result the government is obliged to redeem $16,000,000 more of
Duteh guilders than we had officially issued for army purposes. The Nether-
lands government 1s disputing their liability to redeem funds converted by the
army into sterling through auxiliary services canteens and paymasters. The
Department of Finance 1s actively seeking to get a settlement of this matter,
but it does seem to me that should not have been covered up in a general army
expenditures charge. In England they had a very large item of the same nature
and a few months ago they went to parliament and asked for a special vote
to cover the particular item. :

Mr. WinkLer: How large was the item in England?

The Wirness: T am speaking from memory but I think $100,000,000.

By Mr. Macdonnell:

Q. Was it disputed?—A. I did not read the H d
Q. But there they did ask : il
charng ivgvto e acco?mt. sk for a special vote whereas here— A. We merely
. We show it two years later—A. It is set out i '

, SR . out in Public Accounts and
zggc‘ég‘fggierb of the treasury draws attention to it. There v}vas nco effort of
e y_afy?nﬁ. No one is happy of course. I am not eriticizing it

point of the department report, but I do feel the transaction should
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be made the subject of a special item sO that you gentlemen have control over
the consolidated revenue fund.

Q. When the Canadian paymasters acquired that, as set out in paragraph
72, were they acting without any authority at all? Did they just go ahead
and convert 1t?—A. In my opinion they were, but on the other hand we have
got to be fair to the man. He would not know the total number of guilders
being redeemed, he would just have the number which he received. 1 think
the control at the top should have known when the total was reached. The
individual field cashier, and I am not criticizing him, would just know that he
had “X” numbers of guilders on hand.

Mr. Freming: There was nothing in the guilders to distinguish between
those within the quota and those not within? :

The Witness: As I understand it they were just the standard currency

of the Netherlands and they were not specially marked.

By Mr. Macdonnell:

Q. Am I right in this, the guilders which came into the possession of the
paymasters were converted into sterling by the army. In other words what
happened is that Canadian troops were doing big business and came along and
asked the paymasters to have their money converted?—A. Yes.

Q. Was that the ordinary arrangement?—A. Yes, that was the ordinary
arrangement.

Q. So, as Mr. Fleming has implied, it was difficult to know what they
should convert and what they should not?—A. Yes.

Q. They had no total check against it?—A. That was the situation as far
as the individual was concerned. My view is that the control at the top
of this thing should have put on the pressure at the right moment.

The Cuamrman: If there had been a stop at a certain amount what would
have been the result in dealing with guilders that had been acquired legally or
legitimately by the troops, and, what would have happened to the canteen
funds? How would they have been converted?

The Wirxess: I know you have got to take a loss on stich matters.
Having been a soldier in the first war 1 know that human nature is human
nature, but 1 do think this control that I am speaking about might have been
put on earlier than at $16,000,000. That was my thought.

Mr. FueminGg: It was a question of control.

The WiTnEss: Yes.

Mr. Freming: Then there is the matter of reporting to parliament and
the  authorization, Mr. Sellar?

' The Wrrness: It was just charged as a war expenditure charge to national
defence under the heading of army services and you will find it at page N-12
of the book. ‘

The CaAmmax: In England when they asked for the gpecial vote, you gave
us the figure of $100,000,000, how did it arise? e

The Wirxess: 1 would not like to say until I looked up the’Enghsh
Hansard and got the text. 1 actually read it in the Times and having read
the article, I sent it down to the controller of the treasury, who was dealing
with the thing. 1 am going from memory.

By Mr. Macdonnell:

Q. When you said there was a full disclosure at all points and therefore
there was nothing to criticize from that point of view, when' the payment was
originally passed by the authorities and when 1 say by the authorities, I am
not quite sure what authority I mean and perhaps you could tell me, but was
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it not, at the time, within the knowledge of the people at the top who were
approving expenditures that it was approval of which there was no authority?
—A. I would think so but I have never been able to establish that.

Q. Must it not have been so?—A. I would feel it was. Here is what the
controller of the treasury reports in his report. I had not seen it when I wrote
mine. It is found at page N-17 down near the bottom of the page opposite the
letter 1. “Surplus Currency, Dutch Guilders—This amount represents the
Canadian dollar equivalent of the 40,155,455.50 Dutch guilders acquired by the
Canadian army authorities in excess of the amount made available by the
Netherlands government for payment of Canadian troops in Holland. This

surplus was developed through acceptance by Canadian army paymasters and .

field cashiers of guilder receipts accumulated b ili i
. _ 1 y auxiliary services and
}‘ggxmedntatli cantfen}f and from the Canadian troops. Satisfactory arrangemerrllt
reduction of this currency by the Netherlands government }
com}getrel% at the fiscal year end.” = e
. Those amounts began t il - Tery 1
oo s g o pile up and assume very formidable
Q. From time to time those amounts must have been uncov i
: ; : ] ) ered or was it
possible because during wartime there was one over-all appropriation anc;v ?}blely
just ((311){){3;:1 into a colmmon pot and took money?—A. Yes.
. Where was the usual authority, the treasury board at this time? Di
those amounts have to go before them?—A. No, tho 8o ol I s
s (g it Lond%m. re them?—A. No, those amounts would be made
. Was London just given a pot of money whi '
o 1 jus , omey which they used as they liked?
A.QL(%don was given “X” dollars for the cost of the field forces in I}iollla(;d.
- Then as far as you are concerned this had all been done when it came

. back to your notice, of course?—A. Yes.

Q. Done many months before?—A. Yes.

Q. Mr. Chairman, I think perhaps i
: ps 1t may not be out of order to ask rath
zfgsdagglzs&%r;stl;eé'e&eg:atﬁ)othsr; me ilsd thaIE we come onto these th?rslgsri'heerll‘
y ) W rs old and I would ask Mr. Sellar whether ti i
way in which this ancient history feat bt o6 oanlte
et ry ure can be changed, so that we can be
it he present, or whether there could b 1 1
supervision? I suggest that the questi 1 1 Biot at longli iie
i f e o question could be answered, not at length now
' ) ommittee w < e might
ask the Auditor General to consider th:teqv:l}égtit;]r;.n S nme Ldowe e

Th :
runninge d(gggLRl\gﬁN. May I say we had the War Expenditures Committee
nature they co?ﬂd ﬁa‘\;fvg li)rac;ltll(éhltfi? Ig%r}llz z}xltatd ?,.ny qfu iition e G
entlon o i
Mr. MacpoNNELL; But did they know then? e

Mr. FLemiNG: You w A :
Bt oo oﬂic(ijgl.“ ould not have the knowledge of it other than receiving
The CuamrMAN: The Public

Expenditures Committee wer Accounts Committee and the War

" brought up. e running and these matters could have been

Mr. FueminG: That is j
method of expediting the ii ;;ﬂs% 'one aspect but there has still got to be some
The CrARMAN: T

; am in g . ¢ :
these things happening M I agreement with you if-you are trying to prevent

Mr. Iswor: I think M
closer to the actual pictureréthga

Mr. MacponwgLL: Yes.
Mr. Isxor: I think we. are all in accord.

As the law is toda
y-I a
mons by the 1st of Novemnll)elr"(.e

cdonnell’s comment i i i
[ nt is, as I see it ring us
reasonable date. ; 1 PN

The Wirness:

the House of Com quired to produce a report to
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Mr. Isnor: November 1st.

The Wirness: This year I am giving you a report covering the period up to
March 31st and that can be done as far as I am concerned very easily. The big
problem is the printing of this big volume. The actual audit work of the old
year’s accounts, as far as I am concerned, will be done in another thirty days.
We are carrying our audit currently in the office and we are just cleaning up
the accounts. The books are not closed yet officially by the Department of
Finance and therefore we have not got a balance sheet or anything of that
kind, but as far as I am concerned there would be no difficulty in giving you
my actual report on any date in October in any year.

Mr. MacpoxNern: The chairman has raised a very interesting point.
During the war there was a committee which met currently.

The CuamMan: The War Expenditures Committee, to which any matter
could be referred.

Mr. MacpoNNELL: Well it does not seem as if the War Expenditures Com-
mittee could have been given this information in time. It does not seem as if
they were given it currently and that is something which we may properly
pursue. My question is this: why should there not be some kind of duplicate
in peacetime to the War Expenditure Committee? Why should there not
be some running current check in peacetime, not on every trivial detail but on
anything which is unusual? Now is there any reason why it should not be done
in peacetime as well as in wartime?

The Wirxgss: Well this is a subject which' has been up in England in
the last six months and they received a very extended report. The clerk of the
House of Commons has recommended that the Public Accounts Committee
and their Estimates Committee be combined into a single committee so they can
deal with things currently.

Mr. MacpoxNELL: Is that report available now?

The Wirness: Yes sir, it is printed.

The CuamMaN: We do not have an Estimates Committee.

The Witxess: No. The report, however, did not receive very favourable
comment in certain quarters in England, but it is an effort to speed things up.

Mr. Isxor: Did you say ‘their estimates come under Public Accounts?

The Wirxess: They have in England an Estimates Committee that acts
every year. It checks the estimates of the year for the purpose of surveying
certain departments and it takes three or four departments each year. It does
not act from the point of view of passing on particular items or recommending
expenditures but it makes recommendations to the government with respect to
matters where expenditures can be avoided. .

Mr. Isnor: We have something like that in our committee of the whole.
Mr. Fleming had in mind the fact that your estimate for this year is such
and such an amount, but what we want to know is the actual expenditure for
the past year so as to be able to make a comparison of the expense last year
and the actual expense this year. The comparison would enable us to say
whether it is areasonable amount. Is not that what you had in mind,
Mr. Fleming?

Mr. Fueming: Yes, and I think it has been shown by experience that

/ the committee of the whole is an unworkable body. It is too big for that

purpose. I think, even at the expense of doing away with some of the committees
we have, one or two of them might be replaced by an Estimates Committee’
that would review the estimates, and it may be the function of that committee
could be combined with the function of this Public Accounts Committee.
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. Mr. Isvor: In connection with the War Expenditures Committee, the
investigated as best they could, all matters that were brought to their
attention but there were many items of which they had no knowledge.

The CramrMAN: And as I say this could have been brought up if someone
had had the information.

Mr. ISNQB: I recall in the report that was made by the chairman on behalf
of the committee, the recommendation was made that the work of the War
Expenditures Committee be combined with the Public Accounts Committee
so as to have a review of the current expenditures for that particular yearf
As it is now we can only review expenses which are covered in the report,
and, because of the fact that the report is at least twelve months old when
1t is passed to us, we are always twelve to fifteen months behind the current
work. Is that a fair statement?

The Wirness: Yes, but I would say, of course, that it does not necessarily
need to be twelve months behind you. It is because of the fact that the House
does not meet in November.

Mr. IsNor: ‘Yes, but that is the situation as it exists to-day.

. The \VITIEIESE}: If I_ might'be permitted to interrupt there, when you are
1scussing estimates it is outside my field, but I do think your details on
ﬁs]tlmates are practically worthless. The details on estimates should be such

a(ti any member of the House of Commons can sit in his office quietly and
léei, ‘lthrough the details, and, when he goes into the House, he knows the
H? a,lls that he would ordinarily have to get through questions to the minister,
g’o(zss ilguwl/(fizr?refall)lle ;E)O'hfgje a f&ﬂ} running story printed in the details so that he

ully briefed, an i at is possi : g

et iy do not think that is possible at all under the

Mzr. Isnor: No. Some of the provinces at the present time, in presenting

;2?: estimates, include in brackets the actual amount expended the previous

The Wrrngss: I go way b y i ing s
WAl s esti%n ate.y eyond that, T would give a running story of what
Mr. FLeming: That sort of thing now is enly draw i
taking considerable time and that makeg s B
- . . » s i
o R ol oy o el ey some people in the big committee very
The Wirness: And further than that I thi
The - ¢ Jfur think the members are not sure
on what items they would like to speak. I think the members would be in a

stronger iti i :
is us_egfu] %S;%ngtgs_cmmze estimates, and frankly, criticism of the estimates

Mr. Firga : : z
A oitrets. LEMING: It is the very essence of the function of the House of

The Wirness: I am speaking from my own viewpoint.

By Mr. Jaenicke:

Q. I would like to go back on the $16.0 :

;000,000 as I do not understand it.
rl.r)lggls{eih?)t em.,ooo,qoo represent the profits which our soldiers made on black
g pb lons in Holland?—A. The presumption is that it was acquired
; ay but to say yes, I could not do it. No one could prove it.

. As I un : 4 :
. Y%s. understand it we were assigned a certain number of guilders?—

Q. Which Holland was to redee
m later on?—A. Yes.
i thg.pe:fi tgilerte are 40,000,000 more guilders than were issued. That amount
at our soldiers made on black market operations?—A. Whether

they made it on black market ions i
on b operati 1
the presumptlon 1s that it arosé) throﬁzi 1tsh(saorlr)11:t§1k1n;gng;\k1;tcould e

\
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Mr. Fueming: It would not necessarily be all profit?

The Wirness: Some Dutch family may have given one of our service men
1,000 guilders for some service rendered by him and that is not a black -market
operation.

Mr. JaeNicke: But some of our boys might have sold -a lot of cigarettes?

The Wirness: Well, here we have 40,000,000 guilders in our vaults which
the issuing government refused to redeem. Now I feel that the holding of that
sum, 40,000,000 guilders, should be something of which parliament approved.

By Mry. Jaenicke:

Q. When did we find out we had 40,000,000 guilders more than we should
have had?—A. I found out at the tail end of my audit last year, which would
have been the month of May.

Q. Could it have been reported sooner?—A. I am speaking from memory
and I am going back quite a period of time so do not tie me down too closely,
but my memory is the treasury and the army sent people over to the continent
to size up the general operations of this nature about December of 1945. They
were there through December, January and February, and then withdrew. It
would be in that period this whole thing would come to light. I would not
swear I am right on my months but it was just about that time.

Q. In the previous discussion the complaint seems to be this came a little
late. Now, it would seem to me, this is about the first time that it could have
been brought up. After all, we were acting under war conditions. I would
presume it would not be possible to delay a matter of this sort for such a long
time in peacetime?—A. No, it would come out of my next report as far as I
am concerned. '

Mr. Fraser: Mr. Sellar, now that this has been brought to light, is there

-any provision the government can make, if we are to have another war, which

we will likely have sometime, or is there any chance of having something
written in our provisions regarding defence forces, so that this could not happen
again? /

The Wiryess: Well you can put anything you like on paper but human
nature is human nature. I think the boys would do that sort of thing again.

Mr. Fraser: Well, it is not that, it is changing Canadian money into
Dutch guilders. Is there any way our troops could have had Dutch guilders
that were marked definitely so that there would not have been that difference?

The Wirness: In some areas they did get specially marked currency.

Mr. Fraser: Yes, I understand they -did.

The Wrrness: It runs in my mind that in Italy there was special currency.

Mr. FLeming: There was special invasion currency issued when they went
into Normandy.

The Wrirness: I do know this, and please do not think I am trying to/be

critical of the government and what it is trying to do, and I do know the
Department of Finance is getting to work and trying to get a solution for this
with the Netherlands government. ‘

Mr. Isnor: Is it not reasonable to suppose that they set up an over-all
control in regard to this amount placed to their credit, but, because of the

activities being so widely spread, it simply went on and on, and they found

themselves with this depreciation on their transactions and they were saddled
in the end with a debt over which they had no control?

The Wrrness: I agree with every word of that only I have a feeling’that we
should have discovered it a little faster, before it got up to $16,000,000, because
after all, $16,000,000 is a lot of money.

Mr. Jaenicke: What could you have done to prevent this accumulating?

~
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The Wirness: I was not there and therefore I am guessing, but the only
thing you could have done was to put a limit on what a man could buy in the
canteen and what he could convert.

Mr. Freming: ‘Could not the command have issued warnings to the troops
that they were running grave risks in acquiring Dutch guilders because conver-
sion might have been refused?

The Wirness: They may have issued those warnings.

Mr. Winkrer: I doubt if Mr. Sellar has the answer to the question but I
think we should find out when the British first dealt with the matter.

The Wirness: I would say in the month of February or March of
this year.

Mr. Isxor: In other words they are in exactly the same position as we are.

The Wirness: If you read the News Week magazine of last week you will
find an item theve referring to $250,000,000 that the U.S. army has got of like
character, and they are wondering how they are going to dispose of it.

Mr. Isxor: If they had stopped the traffic in all their canteens and so on,
would that have done it?

_ The Wirxess: My opinion is that it should have been put in as a special
estimate before the House.

Mr. FLeminG: There are two distinct points raised here out of the dis-

cussion and one is whether this practice should not have been exposed and *

reported sooner, and the other is what steps should now be taken. I understand
on the second point Mr. Sellar is saying this should have come before parliament
as a special item, appropriated for the purpose, instead of permitting the Depart-
ment of National Defence to dip into general funds for the purpose.

The Wrrness: That is my feeling.

i oMre GrapsTONE: Just In passing there, Italy and Normandy were planned
invasion operations, whereas the operations which extended up into the Nether-
lands were continuing operations. With respect to Ttaly and Normandy there
z&;as ad\'anfgd planmlr(lig for lf\'er}yl'thing, but perhaps in the midst of a terrific
mpaign there would not be the same thought giv o thes ati i
i b e ght given to these operations in
Mr. Fraser: What are Dutch guilders worth to-day?

The Wrrness: I do not think they have fluctuated gr >
: ] 3 eatly over that value.
%) gigrtl:ngﬁ tlrfxe F}}npr(t%londth%re have been recent nebgotiation‘s between the
artment of Finance and the government of the Netherlands
hoping that they will make a settlement. S s
Mr. Fraser: Perhaps they will take less value?
The Wrrness: I think the settlement ma i
sett - may be that we will not demand
from them pounds or dollars but we will get the goods or something like that.
Mr. Fraser: That is fair enough.

By Mr. Fleming:

Q. There are several things arisin i 1
: sing out of the things Mr. Sellar has said.
You have spoken about the delay between the time you complete yourbaudit,

we will say about the end of July or August, and the time it comes before °

parliament. Is there anything that you can s

; b uggest that could be d to
expedlteTt}»i]e T;POPt? Do you oversee the printing of this volume?—éf. I\?ge
7 ng'nera.?Ity (3{6;5 tr}llc:?’c cometwﬁhm your scope at all?—A. No, I could oversee it
S prin’tiLnbg.‘ comptroller of the treasury has the larger part, he looks

Q. From that point on you have n

. o control over the audit being tabled
in the House of Commons?—A. No, but I make sure that I have agprinted
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copy or a carbon copy ready to hand to the minister on the opening of par-
Jiament so that my report can be tabled within the allotted number of days.

Q. Having regard to the fact that parliament does not normally sit in
the fall, is there any concrete suggestion you can make for expediting the §u=b-
mission of the printed report to the members?—A. Well, of course that is a
matter, I might say, of pride of the members, and we are instructed to give the
reports to parliament before we give them to anybody else. If we give 1t to
the members we have got to hand it to the newspapers. You see, as it stands
now, anyone who writes in and asks me for information is told that I have got
the information but I am to provide it first of all to the House of Commons.
Until I have tabled my report I cannot give them anything. Now I believe
years ago, I am not sure but I think it was 1933 or 1934, Mr. Cahan was sec-
retary of state and he gave the order that all departmental and other reports,
as soon as they were printed, were to be mailed to the members.

Mr. Fraser: That is a good idea, a splendid idea.
The Wirness: I would say that was twelve or thirteen years ago.

By Mr. Fleming:

Q. Was that just for one year?—A. No, it continued for a couple of years.

Q. Then it was stopped?—A. Well we never went back to as strong
adherence to the old statute until the war came along and printing delays were
sueh that we never had our reports ready. S

Q. Is it a fair question to ask you if you have any views as to the suitability
of the period from April 1st to March 31st as the fiscal year in relation to the
customary dates of the sittings of parliament?—A. The logical year, of course,
would be the calendar year but that would mean the House of Commons would
have to meet in the month of December to vote the interim supply, to pass the
interim supply votes for the period after the 1st of January, and you do not
meet until a month later, usually late in January or early in February. The
adoption of the calendar year would mean that you would have to come here
before Christmas.

Mr. MacpoNNeLL: That was the practice many years ago.

The Wirness: I could not say that. I can only recall one year, 1926, when
parliament met before Christmas that year, after an election.

L]
By Mr. Isnor:

Q. Certain branches of the government still continue to use the calendar
year. Is that a confusion to you Mr. Sellar in making up your accounts?—A.
No. You see the National Harbours Board is using the calendar year and it is
very handy to me because 1 have not got the pressure on then and I can audit
their books and get them out of the way before we come to the normal year
end. Just now I am under terrific pressure.

Q. If that is so would it be worth considering a review of the whole set-up
so as to provide certain departments closing their year at different times?—A.
I do not think you could do that, sir.

Q. Staggering the accounting?—A. I do not think you could do that as far
as the departments are concerned.

Q. You are doing it in two cases, and you say it works to advantage?—A.
Yes, but you and I are talking about different things. Under the Crown
Companies Operations Act which you passed a year ago you make March 31st
the end of the fiscal year, but under the Act, you direct that we must produce
the report by the 1st of July. I do not mind telling you for the last six weeks
I have sweat blood to get those out, and as a matter of fact I have not got War
Assets out yet. We are waiting for one item and then we are going to be ready.
Instead of saying the fiscal year should be March 31st if you set December 31st
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Jor the C.B.C. and others, we should have all those ready for you by the 3lst
i1l wi se.

L A;()Ql.ll’lfleatllt] ?s]et%xc‘eefztie:at OIf f}aéd in mind. Suppose we did that with Crown

companies, close them at the end of December, would it not make it easier 7—A.

Yes it would.

Mr. Freming: And boards?

Mr. Isnor: Yes.

Mr. Fremine: There is a very practical application on that point. The
C.B.C. affairs are studied by a committee of the House of Commons. That
committee has not yet got the audited statement for the fiscal year ending
March 31st, 1947, and it has been sitting all this spring and it will not get the
report before it rises. If the C.B.C. were on a calendar basis, then the committee
sitting in the spring would have the audited report for the fiscal year last closed.

The Wirness: It would make it a lot easier for us.

Mr. Fraser: Mr. Chalrman, can you, when your steering committee makes
the report, make that suggestion to/the governmgnt?

The CuAmMAN: Yes. Do I understand Mr. Sellar recommends it for all
boards and Crown companies.

Mr. Isxor: I was suggesting it to him.

The Cmamman: I know you are proposing it, but I am just asking Mr.
Sellar if he is willing to recommend it.

The Wirxess: 1 am not the auditor for all, but those for which parliament
has named me the auditor, I certainly would prefer December 31st. Take the
custodian of enemy property, that is a new account and I think it is
December 31.

Mr. FLemine: You are just starting on that.

The Wirness: Yes, Price and Waterhouse are finishing last year’s audit
and we will then start. It make it much easier for me to spread my work.

By Mr. Fraser:
Q. Mr. Sellar, when you are making up your reports on Crown companies,

ete., would it not be possible to make the balance sheets conform more to the
balance sheets of ordinary business institutions as they are put out at the present
time?—A. Of course our difficulty is that it is ridiculous to look at share capital
on Crown company balance sheets and see $50 worth of share capital. That is
ridiculous. You have not got capital stock to start off with and therefore your
balance sheets start on a rather absurd position but we are trying to improve
that. We hope these we are putting out this year will be better than
previous ones.

Q. They have been hard to get anything out of in the past?—A. I quite
agree.

Q. You cannot get the picture at all.—A. No.

Q. And you cannot come to a true balance on them.—A. Yes, but you have
got to bear this in mind. Throughout the war the profits of those companies
were never, certain hecause Munitions and Supply had not yet settled the prices
for them and they just had to build prices. Then again we have this big
problem, we'face it particularly in Polymer. We have got $50,000,000 invested
in Polymer in round figures. It is owned by the government of Canada and 1t
is not owned by Polymer. We cannot set up a depreciation account because
Polymer does not own the property. If we had all those companies set up,
just as I think they should be, it would take into consideration everything,
gigu:se:f]dandpalb other things. There s}}lxou]d be set up a proper depreciation

- a proper reserve aceount so ' :
true situation is, and I would be much ;:;pgr;}.l i Kus e wiee 8
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Q. I think it would be better for members of parliament and others if it
was done that way?—A. To me it is ridiculous to;carry Polymer at $50,000,000
without taking into consideration such things.

Mr. MacpoNNELL: Do the receipts and disbursements from Polymer just go
into the public funds?

The WirnEss: Not ncw, they retain their surpluses.

Mr. Isnor: During the war you could not have shown the regular balance
sheet or a profit and loss statement. It was never intended to show a surplus in
the accounts because they simply dumped the money into the public treasury to
carry on the job at the time.

The WirxEess: Yes, and I am a great believer in Crown companies. I believe
they serve a definite purpose and I do think we should set up all their accounts
in such a way that they set out the picture. What is of concern to parliament is
a proper reflection in the Public Accounts.

Mr. MacponNELL: Was I wrong in getting the impression that you were
singlin?g out Polymer because it was so difficult, or does what you say apply
to all?

The Wirness: You find the same thing in others, take Eldorado for
instance.

Mr. Jagnicke: Do I gather from what you say Polymer does not own the
buildings? ;

The Wirness: No.

Mr. JapnickE: Who owns them?

The Wirness: The government of Canada.

Mr. JackmAN: It leases them.

The Wirness: It gets them without rental, it uses the buildings, and we
have the confusing situation of making appropriations and additions to capital
assets of the government of Canada.

Mr. Fraser: It would be very hard then to say what is costs to produce
rubber?

The Wirness: That is my feeling.

Mr. Fraser: That is what I have felt all the time.

The Wirness: I know the Department of Reconstruction are hoping in
due course, not this session, but to have legislation straightening out these
companies.

» Mr. Jaenicke:- You have made representations to the government to that
ect? ,

The Wirness: I have, to the Department of Reconstruction. We agree

too much, however, so we cannot hz\ave a fight.

By Mr. Fraser:

Q. Polymer will certainly have to get down to real costs soon, because
there is going to be a lot of competition.—A. My view is that there is not an
asset of $50,000,000. For the purpose of production we should write off “X”
millions and then compute so much into our costs for the sale of rubber.

Q. Have you got the exact figures of what the Dominion of Canada has put
into Polymer?—A. Yes, sir.

Q. Including the buildings and all that?—A. Yes.

Q. You have got that?—A. Yes.

Q. That is what should really be shown on the balance sheet or the financial
statement should it not?—A. Yes, and against that there are, let us say a
$1,500,000 of extraordinary costs incurred in the construction of the buildings,

i SR
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by reason of the emergency at the time they were built, which should have been
written off as accelerated depreciation or whatever you hk_e to call it. What 1
think is this, sir. We should take Polymer and value it at its residual use to the
country at the end of the war and re.caplital»lze 1t on that basis. In effect we
should put it through an enforced liquidation and set it up again.

Mr. MacooxserL: How can you find the value if you do not know what
the cost of manufacture of rubber was?

The Wirness: We do know.

Mr. JackmaN: Is the amount of money spent on Polymer carried as ap ‘

asset?

The Wirness: No, it is written off as an expenditure, but we have put into
the balance sheet of Canada the advance made in connection with Polymer ag
an active asset at around $50,000,000.

Mr. JackmaN: The actual cost is in excess of that?

The Wirness: The actual cost is, but as I say Polymer has spent $2,000,000
or $3,000,000 of its own money which is not reflected in the account.

By Mr. Fraser:

Q. Do Polymer’s buildings belong to the government?—A. Yes.
Q. Do they come under the Public Works Department?—A. No, sir,

3

)

Q. It is entirely separate?—A. Polymer is under the control of the Minister ‘

of Reconstruction.
Mr. Jackman: When Polymer takes off its own operating statement to see

whether it is operating at a profit or a loss, does it deduct from the cost of |
operations the amount of its capital expenditure, this $2,000,000 or $3,000,000

that you have mentioned? Is that part of the operating cost?
The Wirness: No, that is separate. I do not know whether their report has

been tabled in the House but last week I saw a press statement and we’have |
signed the balance sheet for Polymer this year. The annual meeting has been

held and that item is shown separately.
By Mr. Fleming:

Q. To revert from questions on Polymer, I would like to turn to a subjeet

that has arisen out of an answer of Mr. Sellar’s, when he spoke about the
relationship between the review of Public Accounts and budgeting both being a
prope¥ function of the parliamentary committee. On pages 16 and 17 of Mr.
Sellar’s report he deals with the question of lapses and he catalogues lapses of
votes of the various departments that total roughly, last year, something like
$66,000,000, ‘Qhen at the conclusion of paragraph 41 there is a significant sentence,
on page 17 “Parliament’s control over public money is, to a degree, dependent
on the efficiency employed in calculating estimates. Attention is therefore

drawn to the fact that with respect to com d
: ; parable votes, $26,258,295.96 lapsed |
In 1944-45 and $43,572,665.97 in 1945-46.” The amount dapsed shown this past

year apparently was larger. Now I would like to ask you, Mr. Sellar, to be as
conc;ete 4§ you can in making proposals as to how the control of parliament
i til.furt er extended in this matter. Mr. Isnor referred to one subject a while
afgoﬂv;v 10}}11 has trroubled me, and that is the review of estimates in the committee
2 it‘g ole. We are never given anything in the printed book of estimates
tﬁgep i edestlmates of the previous fiscal vear. We are never given the expendi-
tre::{;ry eboi%?inda:;?{ a v;arge extent on the efficiency of the task performed by the
z € ma 0 . v 5 : 4
sufficient work in checking ¥ Oor may not individually think they are doing
MR committee, for instance, are there means by which

control, control by parliament can be ; :
‘ , mad 11 i Mr. Sellar
make some proposals that we might usefullye cgﬁiire;fecnve? e

the estimates. Now, looking at it from the point of

¥

§
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The Wirness: Well I will take the post office estimates to illustrate my
answer. In the post office expenditures for the fiscal year that you now have
before you, in round figures $3,000,000 lapsed out of a total expenditure of
about $60,000,000. It so happened that in the month of March of that year you
appropriated $1,000,000 for the post office as a supplementary estimate. Now
I think, had the post office estimates, instead of being shown in seven estimates,
been bulked in one, you certainly would not have had to have a supplementary
estimate of $1,000,000 and you would not have had to have as large a cash
vote. I would think the post office estimates might be amalgamated into a few
estimates to reduce that risk. Looking at the estimates generally, 'sir, you have
got a lot of services that were rendered for the benefit of private individuals.
Now in England they have had a practice since 1892 or 1893 which I think is
a very sensible one, that is where you have a service that is supposed to be for
the benefit of private individuals and they pay fees for it, parliament only votes
the difference between the expected amount of the fees and the actual
cost of the service. In other words in a great many instances parliament merely
votes £1 so that it has the service before it for the purposes of debate if it
wants it. The service is self-supporting and I think the great advantage of that
is when you have a service that is self-supporting, you have got definite needs
of people who are willing to use the service, and who are ready to pay for it
and therefore it is a useful service. However, when you have a service that is
not self-supporting or people do not want to pay for it then you are put on
your guard. You may have a luxury service or an extravagantly operated
service. I think the time is coming in this country when instead of having
over 400 or 500 estimate items a year—

Mr. Freming: It is more than that. It is 700.

The Wirness: I am talking of the main estimates—that we should reduce
the number of estimates to a lesser number and that the details should set out
the actual expenditures up to December 31st. It should state that as well as
the previous year’s expenditures. You should have your known expenditures
for at least nine months of the fiscal year. You should have a full explanation
of everything that a vote is intended to provide for; what Acts of parliament
regulate it; what its revenues are going to be. Take the fisheries vote, for
example. I know the maritime provinces members and the B.C. members are
always interested in what it costs to run this ship and that ship in a service.
That sort of thing should all be set out in the detail. You are not really
interested in how' many clerks they have in their establishment because the
Civil Service Commission can change that situation over night. You do not
care whether we have ten grade IV clerks or so many grade III clerks.

Mr. MacponNeLL: Will the nine months’ expenditures really be good
enough? Will they not be defective first of all because I think it is very
natural that expenditures may accumulate toward the end of the year and
certain items may be held over; and will not the minister inevitably say, “We
have three months still to come”? In other words, is anything short of a full
year going to be of much help?

And does not that bring us back to this: is it really essential to have our
financial year end three or four months after the calendar year? It seems
to me that these questions are going to be vastly more important in the years
facing us because of the tremendous ideas of expenditures, as I see them, which
are abroad? - :

The Wirness: I will grant you that there is strength in your argument
with regard to the three months still to come; but on the other hand every
department has to register commitments for its future expenditures for which
it has contracted and those are all registered; therefore, the amount of new
stuff that will originate in the last three months of the year would not be
large.

92392—2
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By Mr. Fleming:

Q. It would not be disproportionate?—A. No, it should not be dispropor-

tionate. There are times; but I am assuming you continue on your present
fiscal year. If the members have known actual expenditures up to December
31st and registered commitments for the balance of the fiscal year, you have
something, and you can go on examining the next year’s estimates.

Mr. MacponNELL: That is better than at present.
The Wirness: Yes.

By Mr. Isnor:

Q. I agree, except that instead of having nine months I say that the twelye
months should be included. There is no real advantage in showing nine months’
expenditures where you are dealing with twelve months because of the extra-
ordinary expenditures which might take place in the following quarter which
would throw the thing completely out of place. I may say further that in the
example you have quoted, the Post Office Department, you have taken the one
department where you possibly could make a change along the lines you have
suggested, but the same thing would not apply, I do not think, as far as the
Depé}rtment of Pub]ic Works is concerned, where there are extraordinary
requirements from time to time in an emergency and very large amounts require

attention.—A. I do not say that that could be applied to all; but take the |

Department of Public Works. I claim that it should be appli i

c Works. pplied with respect
to the telephone services in the Department of Public Worksl.) That shoulé’ ek(:e
a revenue service

By Mr. Fleming:

Q. We had an example of revenue service with re
_ gard to the Department |
of National Health and Welfare a fortnight ago. I think it was called I\F;Iarine— »

A. Sick Mariners’ Hospital.

Q. Yes. Actually, if I remember rightl i |
: y ¢ ¥, the amount appropriated b
parliament for expenditure is about $450,000 a year and againstpt%atpthere is Z .

revenue of approximately $300,000.

Mr. IsNor: There is a cross-entry from one department to another, and it

works out.

depa%rgegtEMING: No, not from one department to another; it is for the same

The Wrrness: It is all connected.

Mr. FLeminG: And unless 0 i

: you go and ask the minister about the revenue

i3;1011t ﬁieo :s?i; hetizr all)lout that. T take it that what Mr. Sellar is saying is that |
mates that come before the House there should be substantially

enlarged information accom i !
panying the bare b
The Wrrngss: Yes, g e bones of the figures submitted.

The CaamrMAN: In the

the amount that has not been spent for Public Works and then they mention

’

in brackets a revote of 80 much. You ma

’

t

i
s
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Mr. FLeminG: Yes, we should know the actual expenditure because it is
a very poor basis of comparison to compare with last year’s estimates because
last year’s estimates might have been very inaccurate.

The CuamrmaN: We have that in some items in Public Works. When the
sum is not all spent it is shown as a revote.

Mr. FLemiNg: There was one item in National Health and Welfare estimates
which we had a fortnight ago where last year the appropriation was $300,000
and the actual expenditure was $21,000 and yet so far as the estimates were
concerned we are being asked to vote $150,000. The only comparison was the
$300,000 last year. It looked like a saving of $150,000, but when you actually
came to compare the figures you saw how utterly inaccurate last year’s estimate
was. I think if parliament has to bear the responsibility for voting these
tremendous sums of money on the estimates there has got to be a drastic change
in the set-up of the estimates in the way they are handled:

The CramrmaN: I think we are all in agreement as to the point about getting
the details as to what has been spent out of the previous year’s estimate. That
would be most important in order to arrive at a conclusion in the present year.

Mr. FLeminG: Unles§ we can get that information we have to just sit down
and keep the questions going indefinitely by asking the minister questions on
every item. This year I asked the Minister of National Health and Welfare
to give us this set-up of the expenditures of the department and he would not
do it, so I had to ask him questions on every single item. Now, if you apply that
procedure to 600 or 700 items you are taking a long time. It takes a long time
in a big committee like a committee of the whole or a committee of supply, and
everybody becomes impatient because only a certain number of members are
interested in a particular department. ;

The CaamrmaN: That brings us back to one of the recommendations made
by Mr. Sellar, that there should be more detail in the estimates so that we would
not have to ask for all the details in the committee of the whole.

Mr. Fueming: I will ask Mr. Sellar for some further consideration of his
views with regard to the method by which parliament, through a committee or
otherwise, should handle this matter of the review of estimates. Again I come
back to that statement that “parliament’s control over public money is to a
degree dependent on the efficiency in calculating estimates. Let us assume that
there is a great deal more information about actual expenditures given about
a particular vote. Now, with that in the hands of parliament and with the
experience Mr. Sellar has had with public accounts, I would like to ask his
opinion, if he will express it, as to the desirability or practicability of combining
the function of reviewing the public accounts and a detailed review of the
estimates in one committee?

Mr. GrapsTone: In relation to that question may I ask this one? Does it
come within the purview of the Auditor General or the Civil Service Commission
to say whether a department may be overstaffed? In parliament a minister may
be questioned on the estimates of his department. I presume that he relies on the
heads of branches in his department and sometimes the departmental head may
not be zealous as to economy in connection with the number of persons employed
in his branch. Is there any check for parliament, other than the questioning
that comes up on the consideration of the estimates?

The Wirness: Well, I have no authority or statutory power in that regard,
Mr. Gladstone. The Civil Service Commission, of course, have a statutory duty
to review the establishments from time to time and to recommend adjustments
in them; but I think in actual experience the departments must originate any
action that is taken to cut down staff.

9239223
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Mr. Grapstong: I also think that there is not in government the willingness
to fire incompetent persons such as we find in ordinary business; that when a
person secures & government position, unless there 1s some cerious misdemeanour
committed, other than inefficiency, there is & tendency just to have that person
continued on?

The Wirness: Of course, sir, you have to bear this in mind: in business you
are dictated to by the amount of money that comes into your cash box, and if
you are not making sufficient money you are going to cut down your overhead.
In the government offices our cash box is the estimates that parliament pass.
If you give us the money we will spend it. We are only human. Therefore, the
real control in regard to economy in the public service 18 dictated by the amount
of money appropriated annually. Now, the government goes over the estimates
with great care and whittles them down. You were talking about staff. When
the estimates came down for this year there were drastic cuts here and there;
staff went down in the month of April. There was a sharp cut in staff in the
month of April, amongst other reasons, because estimates were cut. If we have
the money to spend, sir, I am afraid we spend it, no matter how good our
intentions may be.

Mr. Freming: Mr. Gladstone is getting away from my question entirely.

Mr. Grapstone: I really wish to relate my question to what Mr. Fleming
has stated, that there does not seem to be any real opportunity in parliament for
consideration of the estimates so as to get down to the real efficiency of the
operation of the departments.

Mr. MacpoNneLL: May 1 interject, just along the line Mr. Fleming has
apoted? I have often wondered whether you can get a realistic scrutiny
of the size of the departments unless somebody from the outside can look in.
1 heard of a man who carried out a little plan. He was a manufacturer and his
theory was that the only people who really mattered were the producers,
and by producers he meant the people who produced things thdt pay. He
went into a new company, and the first thing he did was sack the clerical
staff, qnd he tqok back those who were considered necessary. I am not
suggesting anything as extreme as that, but I was shocked when I found out
about, the office of economies. I said, “Now, that is what I am looking for”;
and I discovered that the office of economies which I had hoped was an outside
or separate cn'tlcal body—discovered that it dealt with the purchase of fur-
niture and stationery and that sort of thing—what I call chicken feed. However,

I do not want to get away from M ming’s R , .
B e i y Mr. Fleming’s question; I am really pursuing

ghenWITNESS: In that regard, sir, you have to bear this in mind, that
pc}rézc ically all our administrative statutes are predicated on the rule that the
vernm('i in Council shall authorize this or that; therefore, we place the
2;1:.118 %n Ifthl? weight on the cabinet ministers to as great an extent as on
o nch they authorize something, naturally we, down below, do not criticize
at.c hgse abovg have too big a picture to cover. ’
3 cgrl;lilﬁg Sgcfl}co -ctl(;yMll;h tF}eming’lg point,’T did not know that this matter
g kiR bl was living in hopes that something of the kind
Mr. Fueming: It is a bit of telepathy, perhaps.

T s ; 1

I Wouﬁf l?k]elg’rtlfoms]: %)mfi I had taken the liberty of drafting a little memo that

- arieed o i this committee if T have an opportunity to do 5

prudently R and its purpose is to suggest to you what you might

Sk Connlidiited Ir{recommendmg to the House when the government revises

opinion it was evenue and Audit Act to bring it up to date: because in My
a good Act covering the period of 1931 when it was made, bub
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it is not a good Act in 1947 in view of the volume of business we have to-day
and the time the House has to devote to other things. I have this memorandum
here and I could circulate it or read it into the record if that is your desire.

Mr. Freming: You can do both.

Mr. Jackman: In view of the fact that the government in some respects
is now somewhat analogous to a business corporation, do you think it would
be better if each department was On its own feet rather than drawing on the
Department of Public Works and other departments for special services? For
instance, Mr. Macdonnell asked the other day in connection with the Publie
Works estimates about a large item for telephones. Apparently, the department
merely requests an additional line or two and the Department of Public Works
arranges with the Bell Telephone Comipany to supply that service and the
department pays for that service, which means that we do not get a break-
down of the telephone services, and perhaps many other services in connection
with each individual department. Now, would it be better if each department
looked after its own affairs and paid for its own services out of its own
appropriation rather than drawing upon the Department of Public Works?

The Post Office Department is a good example. The Post Office Department
is supplied with all its buildings, some of which are ornamental. Would it be
better for the Post Office Department to pay out of its own appropriation for
ite own buildings or space rather than have the Department of Public Works
give those buildings to them gratuitously?

The WrTNESs: Your example with regard to telephones, sir, 1s not exactly
right. Unfortunately, we have a most involved system for getting a telephone.
1f a department wants 2 telephone the deputy head is supposed to make a
preliminary inquiry and to recommend to his minister who must sign the form
in triplicate. That form is then sent to the Treasury Board and an official of
the Treasury Board goes over and makes an actual inquiry as to whether or
not they need a telephone and then, 0 help me, the recommendation 1s approved
by the Treasury Board formally and they are authorized to get a telephone.
Then it is charged to Public Works. But generally speaking, 1 think you are
on very sound ground with respect to the post offices. The Post Office Depart-
ment, to my way of thinking to-day, 18 keeping superior quarters to what it
needs in most places. That is to say, the ordinary post office building is a
high-class building which represents a large expenditure of money, and so far
as the service to be rendered is concerned they could use & much humbler
building. Local pride demands that sort of post office building. I do not ‘think
the Post Office Department should be}sad‘dled with that part of our local pride.

The CHAIRMAN: 1f T may interject, I do not think most members from
rural constituencies would agree that the post offices are well housed, because
I think there is a lack of gccommodation and poor quarters in most places.

Mr. Fraser: I can bear you out on that.

The Wrrxess: Well, then we come to the burden placed on the post office
in carrying the mails for the departments, the free mails. T honestly think that
if the departments had to pay for their postage they would not frank nearly as
much stuff and the mail boxes would not be nearly so full of literature from the
departments if they had to actually put a three-cent stamp on an envelope in
which they put a circular.

Mr. JaAcKMAN: You are not suggesting doing away with the franking
privilege, are you?

The Wirness: 1 think within the government services they should be called
upon to pay postage for carrying their own mail.

7
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By Mr. Fleming:

Q. Would you say that government property should pay municipal taxes
where buildings are occupied, to give a fair reflection of the cost?—A. If the
provincial governments would do that as well I would agree; but the muni-
cipalities are creatures of the provincial governments, and until the provineial
governments pay taxes I say that the government would be foolish to pay taxes.
In England, where there is no intervening provincial government, the British
government has a scheme and it has worked for years. They refuse to
recommend any law for municipal taxes or local rates, as they are called, but
they appropriate each year a large sum of money in lieu of taxes for the local
authorities. They have a department whose sole function is to go out and assess
the government buildings in every municipality and to compare that assessment
with local vgluations used for local assessment purposes. They then come to an
agreement with the municipalites as to how much the government will contribute
in lieu of taxes for that particular property in that particular locality and that
is worked out very efficiently. 5

Let us take, for example, the city of Halifax and the town of Esquimalt.
They take a terrific punishment by reason of the extent of our Crown property

) property.
Those are two outstanding examples.

Mr. Freming: 1 think in 1938 there was a figure of $112,000,000 for
Halifax. G

Mr. Isxor: Over 51 per cent is exempt in Halifax.

The Wirness: I think that is a matter where th 1

] : haf : e provinces have to agree
tq come into before the dominion. I think the dominion would be suckers%—to
use a common phrase—to do so if the provinces did not.

By Mr. Jackman:

Q. With regard to the question I asked and the proposition I bro is i
grgfé}cal?l_e to put the post office on its own feet?p Ilf you want c?;rﬁl::}l’eilst:l’
buildings in some places it might be that the Post Office Department would be
%1'}1. en a grant in aid from the consolidated revenue fund in order to cover the
L terteﬁl(:e betxjfeen utility and beauty. Do you think that it is practicable to
felepho?ei ?g({;’ii}?n;:;;rddigiﬁmentft on their. own feet financially—including
{:Oa:n fflfx(‘iaid u\;ou woiﬂd have iom:ddegolfog li)tft lglgerll)(?tage gt
cost of depar mental mailing services would be. Do you see the feasibility of
;};et ({)lze?tglo;iieasked?—A.} thmk it could be done, sir.y In some places it W:())ruld
o e noas regards price; you would have to caleulate too fine; but in
egdrecie: req.:or_x against it. Let us take my own little office—because I
e 1cn }(chze. another department—I have a staff of roughly 200
buildir;gc = ngca ed in various buildings in Ottawa. In some cases those
- m Ihink %he Ir)rlllrgﬁnt“gwried and in other cases they are rented properties.
e e hc orks Department should handle the rental situation,
e i avle to contribute out of my appropriation sufficient to
C s i Ghich T s cl-e charges in connection with buildings the department
building, The re i)cated or, in th.e case of rental, where I am in a rented
sty A ?’:O‘I\}oulsday that is this: it would bring out the true cost of my
i pa'»: ;he o Ica}lse me to bp a little more careful in allotting space
Sidsendvs i wotld be a little more careful in my estimates. As it
sk the Department of Public Works to get me a thousand feet of

space where perhaps I w 5
shot. perhaps I would get along with five hundred if I had to pay the

Mr. MacpoNNELL: If 1 i l
L R mienn a thrifty fellow like you does that, just think

to find out how much the

r——-rv'-'—«ﬂim“yﬂ—r-""r' e
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Mr. GrapsToNe: Would the procedure in a city outside of Ottawa, in the
case of a public building, be that the ownership of the building would be vested
in Public Works, and that Public Works would build the post office, pay rent,
pay taxes, and pay for the light, heat and water?—A. I would not say it should
have a breakdown of the items to arrive at the over-all cost of running that
building according to the value of the space occupied. I would not think of
going 1nto a breakdown to the last cent.

Mr. Isnor: Would you be in agreement with the thought of this committee
of recommending as a start that the Post Office Department be placed on its
own feet and operated along the lines of a Crown company ?

The WiTxess: Yes, I have heard that in the memo.

The CHAIRMAN: I think the time has come t0 get the general -picture.

Mr. JaenickE: It is now almost half-past twelve. Do you not think we
had better study this document?

The CHAIRMAN: 1 think it would be a good thing to permit the Auditor
General to read that memorandum and we can ask him questions on 1t ab the
next meeting.

Mr. JackmaN: What is the advantage of having it read if we do not ask
questions about it?

* The CualRMAN: We are doing this for the record. Our practice has been
to permit the witness to read his statement.

Mr. Fremine: This memorandum goes back to the question I asked.

The CHAIRMAN: I think it will be following the course which the com-
mittee has adopted to permit the witness to go ahead and read his memorandum
and we will question him to-morrow.

The WITNESS:

1. The Consolidated Revenue and Audit Act dates from 1878. Its purpose
is to regulate consolidated revenue fund transactions to the end that parlia-
ment preserves control over the publie purse. In my opinion the time h_qs come
when, in its own interests, parliament chould consider again the provisions of
the Act.

9 There may have been a time when the Committee of Supply minutely
examined estimafe items, but demands NOw made on the time of the House of
Commons are such that complete examination of estimates 1s impracticable.
Estimates should now be presented in such a form that members do not have to
guess purposes to which votes will be applied.

3. Tt is suggested that, instead of members’of parliament having to seek
explanations from ministers, “details” printed with the estimates should be n
narrative form, setting out:—

(a) the objects and purposes of the items,

(b) explanations of increases, .

(¢) the Acts, if any, which will regulate application,

(d) the anticipated revenues,

(e) comparisons with previous years, and . e

(f) such other information as 18 necessary to pe_rmlt members to familiarize

themselves with the purposes and implications before items are called
by the chairman of the Committee of Supply.
Existing legislation merely directs that the estimat(’j «ghall be for the services
coming in course of payment during the fiseal year .
' st ten years the pumber of items had_‘increased. Tjs:mg main
estin?at}zg itttela(:ng,at}txc nug;ber was 295 in 1937 and 484 in 1947. This increased

s
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~revenue would be about 1 500,000
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use of items dates from the session of 1938 when the number jumped from 295 |

to 440—although the total sum voted in 1938 was only $10,000,000 greater than

in 1937. The purpose was to confine departments more strictly to objects of |

expenditure. While results were thereby attained, I feel consequences were:—

(a) inflations in sums sought, by reason of departments includihg con- F
tingent reserves in every item, as protection against unforeseen demands f

arising in the year; and
(b) some difficulty to members in identifying the items on which they
wish to put questions or make observations. ;

5. May I illustrate my thoughts on the subject by making reference to post |
office accounts. Parliament appropriated approximately $61,500,000 for the |

postal service in 1946. The application of the votes was:—

Vote No. : Purpose . Voted Spent Lapsed
231 TCepartmental Administration .... 811,425 743,756 67,669
232 Post Offices . o BN Ciod i o 22,126,090 22,126,090 ph
670 Supplementary 30, B2 ot 1,234,720 1,039,400 195,320
233 Ins‘pectlon apd Inve;s‘tigation 953,750 912,938 40.810
23% Railway Mail Ser-.v'we Sie 14,651,279 13,498,441 1.152.835
235 Air and Land Mail Services .... 19,862,725 17,724,216 "138l"09
236 Money order, savings bank and o Ao

otl}e:. activities  including
PREVEINE" S0 oyt s R oL 1,876,18 7 2 :
237 Compas_sionate allowances for in- ke 13 s e
JUBIER S Sl e e 5.000 5,000
“ $61,521,170 $57,694.559 $ 3.826.611

A gl.ance at the foregoing shows that:—
(a) if votes had heen consolida
$1,234,720 to vote 232 would not have been necessary; and

(b) after all unanticipated e i
Xpenses had been discharged, the Post Offi
] 8 ged, the Post ce
2 ?n ¥’ op(;?lgolxl.ad unused balances of $3,826,611—an excessivg amount
6. Adding various small ex
appropriation expenditures of P
Office Act provides that certai

ted, the year-end supplementafy of

penditures, authorized by various statutes, total
ost Office were about $58,000,000. But the Post
n classes of postmasters be paid directly from

class 1 ct fixes 2 cen st-
reve/hu:t:)e\frpi)as: l';;tvtv}tlezns pla.cgs. The other 2 cents is a t;: ?lilpt(l::edﬁrf(t)r
approximately 50 per E ecial War Revenue Act. First-class mail produces
gistinguish betweelll) 1;hgex‘l‘se;)xficte}tfe :l?:.?é revecrlmel; o e R b
ad an operatin - € and the “tax” charge, Post Office
about 28‘p 'uiof &Zﬁiﬁ'oflg turn, part of this deficit is due tg the fact that
matter for departments of rst-class mail matter and 100 tons of third-class

Ol government are franked. Were postage paid, the
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8. It is submitted that it would be in the interests of the House of Commons
were the financial requirements of the Post Office presented in all-inclusive
form. That is to say, instead of estimates details consisting of accounting
breakdowns, there would be a distribution of estimated income and disburse-
ments to the various services in a manner which is self-explanatory and does not
necessitate accounting calculations to disclose the true position.

9. The Board of Grain Commissioners’ transactions afford another illustra-
tion. Its revenues were approximately $2,000,000 and expenditures a little over
$1,900,000. In addition, government elevators had an operating income of
about $650,000 and operating expenses of $380,000. The volume of business is
dependent on the grain crop; yet the board must prepare its estimates long
before seed is in the ground. As practice now is, the board presumably calculates
its estimates on the possibility of a crop a little above the average. Two
consequences may result:

(a) in the event of a big crop, it must seek supplementary votes to meet

extra operating costs; or

(b) in the event of a small crop, it has larger appropriations than are

needed.

My thought is that in cases of this type, parliament could have a safeguard
against over-staffing, etc., were appropriations so devised that the sum available
is determined by the effort which administrative officers put forth to make their
activities self-supporting. If he who benefits is prepared to pay the cost, a service
is no burden on the taxpayer. On the other hand, when experience demonstrates
that those who benefit are not prepared to pay the cost, then the House has
notice either that there is no real need for the service or that it is extravagantly
organized.

TaE REGULATION OF REVENUE§

10. The Consolidated Revenue and Audit Aect’s directions with respect to
the management of revenues are few: (a) collecting officers are to make deposits
daily, and (b) the Auditor General is to satisfy himself that revenue collected
is “fully accounted for”. The Act makes the comptroller of the treasury answer-
able for the regularity of departmental expenditures; but no officer has a like
responsibility for revenue transactions. There is no audit obligation to establish
that all moneys, which should have been collected, were gathered in. In most
departments the revenue audit does go bgyond the statutory obligations, bgt
until recently the Income Tax Division insisted on observance of the text. It is
for this reason that the audit certificate of revenues, so far as Income Tax
Division accounts are concerned, is qualified by paragraph 25, (Some months
ago the audit office was informed that all taxation records are now to be
regarded as open to inspection.)

11. It is my opinion that more specific legislative directions with respect
to revenues are desirable. A reason is provided by paragraph 19, which refers
to the situation with respect to fines collected by the courts. Another is to be
found in paragraph 16, where it is noted that departments regard $5,000,000
of accounts receivable as uncollectible (exclusive of income tax), yet they
cannot be written off because there is 1o authority so to do. The mayors of
various places would probably be surprised were they to learn that the govern-
ment aceounts list their municipalities as owing money because of the use of
the militia in times of local unrest. Using a geographic selection, with dat.es
in brackets, to illustrate: Nanaimo, B.C., $255,313 (1913-14) ; Sault Ste. Mafle,
Ont., $8,308 (1903); Buckingham, Que., $2,350 (1906), and Glace Bay, N.S,

$36,644 (1909-10).

L)
S
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VALUATION OF ASSETS

12 In palxa "
= graph 11 of tl .
reserve of $150,000.00 he audit report for 1946 attention i
:fa]ization of aelive (a),csqi?csl’lp {;\lﬂthle B sket ot pOSStict)Iizl(l): e do 6
hat there should b ssets”. While it is a bookkeepi sses on ultimat
legislati . eeping reserve, it is e
sheet purposes. A e legislation regulating the valuati e, it is suggested
poses. A convenient i . raluation of e
elitos b il ae convenient illustration is provi assets for bal
. count; : provided alance
from the governn;l:ntts Off the National Harbours Boardb}”I‘}paliagraph 101, which
figures: of Canada, as of December 31 i%4gans and advances
: , were, in round

Halifax .

S g
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....................... 3,
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. ssions of Montreal and Vancgusgf aflact that prior to

one paid interest

regularly. In 1936
: 11 harb .
quently, it may bea our properties w
) 3 argued that ere declared Crown
Pmperty; con-

(a) the value

of the Montreal r

purposes should b real and Vancouver properti

appraisals engineereq.t hat established by pﬁysi‘éiﬁhiilﬂifﬁba'la““’ e
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(b) the same
’ treat
; b vl ?‘eatment should be a
¢) if some commerei
SeEERg ercial properties of the C
purpos rown. ar
should be treated }l)ik :vi,isféhen all commercial pr%;éft?g:do?stfsseés for
: ne Crown

pplied to the public property in the

13. In paragraph 10 e
assets £ dity i i
th;(:*’qtdo not include the valllll(:z aAfldlt ot e & notited o
stores inventories of tl of departmental stores and]act balance i
quipment other

and Transport. Th he departme
§ | & i ments of Publi inti
e s g el i il oflic(il eEerutlalngdand Stationery
C 0 departments are

sed up as .
. s assets 18 b 3
invested in tl s because legislati
he year-end i gislation fixes a :
inventori § 8 maximum su
sum which m ,
ay be

made. Store e
. s are not i s and thus
ot infrequently an anuual monetary valuation i
J 18

other depa th o
partments have balances i e equivalent of money. In other words, if
: rds, i

in the year, tl : in a R
, there is no legal impedime}:llgroprlatlons which will not be required
1re

a possible cut in th P
gainst stor :
tes to permit servi made to a & instance is
g Lo e s payment of $7,735 Ediad
e surplus stores : ake selections i ,735,000 to the Uni
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to regulate:— arizing the foregoing, my view is that
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(b) the use of revenue arising out of services

performed for the direct benefit of individuals;

(¢) the management of revenues;

(d) the valuation of assets;

(e) the management of stores and equipment inventories.

Mr. Jackman: 1 would like to ask a question regarding the Dutech guilders.

By Mr. Isnor:
Q. Before you come to that I would like to ask one question arising out of
paragraph 11 of the statement which has just been read. What 18 represented n
the amount of $36,664 at Glace Bay?—A. What is it made up of?

Q. Yes?—A. It is the cost of sending troops down for a strike.
are in connection with strikes.

Q.1 thought that was cleaned up in 19297—A.
more recent case and the power the attorney general to send for troops.
are others. This is not an exaustive list and I just pointed that one out.

All these

No, that dealt with the
here

By Mr. Jackman:

. In connection with the case of the Dutch guilders presented by our troops
in Holland, may 1 ask Mr. Sellar exactly how our government went about
financing our troop expenditures in Holland? Did we present the Dutch govern-
ment with so many Canadian dollars or SO much sterling, as the case may have
been, and did we get 1n exchange for that Duteh guilders?——A. Pardon me, ST,
do you need that answer this morning? 1 would like to be sure of the facts and
1 am going by memory. 1 would like to verify my facts and bring them in

to
compare, the Dutch guilders

you.
Q. What I want to get at is how the figures
] govern-

presented for rejection in comparison with the total expenditures by our
ment in Holland?—A. I have not got that figure in my head.

Q. And I want to know, i 1 can, what the final result of this excess of
Dutch guilders was? We have so many more guilders than we should have had
apparently and did the Duteh government not allow us the use of those guilders
to purchase materials in Holland as an offset, or were they worthless to us at the
end?—A. That is what I understand. T hey are just being held, but T know there
have been discussions within the last six weeks 1In the Bast block with a
representativo of the Netherlands government, and I would like to bring myself
up to date on the subject.

Q. We have to assume the currency our troops and our
not Canadian currency, and what T had In mind was a news
recently in connecti(m‘ with the American army finances. 'The Americans had’
apparehtly Russians their plates for printing.American money in the
occupied territories, and they now find far more American dollars were printed
than was originally pcrmitted under their licence. We had nothing of that
nature? We did not use Canadian dollars?—A. No.

The CHAIRMAN: Are there any other questions on this morning’s report?

Mr. FLEMING: May 1 ask Mr. Sellar not 2 question but something for
£0-MOrrow’s meeting. M. Sellar has'given us a very useful m(_zmorandum with
some concrete recommendations which I think helps the committee very much.

Could he put forward his Views on another matter we have discussed this
morning. The matter 1 refer to 1

s this question of the fiscal year and how far
that the financial the calendar
and govomment departments.
> od about making the
to the normal

g(wemment used was
item which appeared

it is practical to extend the rule
year for
Also 1 would mention
balance sheets of those crown
corporate practices outside th

crown companies, gm‘emmer}t boards,
this matter which Mr. Fraser raised
corporations conform more closely

e gox‘emment..
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Mr. MacoonyeLL: May I add to that, so that Mr. Sellar will not run out of
work, a request that he make comments upon the necessity and the possibility
of having something corresponding in peacetime to the War Expenditures
Committee? His answer may be that he does not think it is useful.

Mr. Isvor: I think that has already been covered.

Mr. FrLeminG: It is a matter of getting any concrete recommendations that
Mr. Sellar has.

Mr. Isvor: It was the recommendation by the War Expenditures Committee
that the two committees should be combined.

Mr. Fuemine: That would include Mr. Sellar’s recommendation on my
question about combining the functions of the two in one, Estimates and Public
Accounts.

The Cuamman: Well, T think we will adjourn until to-morrow morning at
10.30 a.m. if wou do not mind. We have only one more meeting with Mr. Sellar.

Mr. MacpoNNeLL: Could I just say Banking and Commerce is meeting
to-morrow at 10.30 a.m. and I know there aré going to be other members of the
committee there.

Some Hon. MemBERs: 1100 a.m.

Mr. Freming: There was some mention yesterday, Mr. Chairman, about
meeting on Thursday regarding U.L.A.

The CramrmAN: From what we can see now I think it will have to be on
Friday.

Mr. FueminG: I would suggest that we arrange the meeting respecting the
Veterans’ Land Act for Friday and then Mr. Murchison and Mr. Cleve can be
notified now to be here on Friday.

The CHarMAN: We will assume the committee -concurs and the meeting
stands adjourned until tomorrow morning 11.00 a.m.

The meeting adjourned at 12.55 p.m. to meet again to-morrow, Wednesday,
July 2, 1947, at 11.00 a.m. /
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