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ABSTRACT

Responsible government is an integral part of a
parliamentary system of government. In Canada one essential
aethod by which responsible government finds meaning is when
the legislative 1s able to keep the executive ascountable
for its financial undertakings, The Auditor General, who
as an independent agent of the legislature reviews the fine.
anclal transactions of the executive, plays an important
role in helping to maintain responsible government, A study
of the role of the Auditor General shows that he has not
been wholly successful in aiding the legislature in achieve
ing responsible government,

What seems to come out of this study is an indi-
cation that, at times, both the House of Commons and the
executive have reacted to pressures exerted by the Auditor,
NMore often, however, this jphenomena has not been evident for
any appreciable and oonsistent length of time, It is the
aim of this thesis to discuss the particular reasons for
this, in relation, first, to the role and position of the
Auditor General is the Canadian Financial system and finally,
to relate how his position has effected and been affected
by his dealings with both the executive and Parliament,

From these observations it appears that while the

111
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ftuditor General has employed a generally thorough audit his
role in responsible government since Gonfederation has la-

boured under several handicaps,

iv
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PREFACR

The Auditor Generals role in Canadlan governuent
has never been specifically related to keeping the exscutive
responsible, However, in the years since Confederation the
Auditor has been a gentral figure in advising and reporting
to the House of Commons in trying to maintain executive re-
sponaibility. In treating the subjest this thesis attempts
to clarify the part the Auditor's office has played in the
development of responsidble government,

In making acknowledgements, I am indebted to the
nembers of my thesis committee for their assistance in the
completion of this work, Dr, W, L. White, my thesis director,
has given invaluable insight into the functioning of the
Canadian finaneial system and has offered many susceinet
observations which have been of great value to the author,
To Dr, B, D, Briggs, of the Department of Pclitical Seience
dnd Dr, J, C, Strick of the Department of Roonomies, I wish
to express my gratitude for their pertinent and helpful
advice 4n matters of content and presentation,

Pinally, I wish to express my sincere appreciation
to thoss who have alded in the typing of this thesis,
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INTRODUC TION

The purpose of this study is to deseribe and ana-
lyze the role of the Auditor Ceneral in achieving responsible
government,

Principles of responsible government in a parlia-
mentary system rest on the bedrock of legislative sontrol of
the exscutive, Today in Canada the Cabinet, which is the
operational are of the Privy Couneil,

wields very extensive authority over all legisla-

tion and execlusive authority over all financial

legislation; the Cabinet controls the time, regu-

lates the business, and apportions the energies

of the House almost_ from hour to hour during ¢uwery

day of 1its nocgins.l
It 1s primarily through the power of Parliament to control the
purse strings of the executive that executive responsiblity
is obtained and msintained. The executive is responsible
to the House of Commons for the determination, preparation,
and management of the publiec finance of Canada, Parlisment
authorizes the finanecial proposals of the executive and keeps
it responsidble by holding the executive to account for man-

agement in finanelial policy. Aceountable here is used in a

1 R, M, Dawson, The Government of Canada, (Toronto}
University of Toronto Press, 1960), p, 431,
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2
narrower sense than the broad encompassing term responsi-
bility. Por the term responsibilty "in 1ts sore meanling,
denotes anawerability” and this implies “"accountabllity
which focuses attention upon the sanctlions or prosedures by
which publiec officlals may be held to assount for their
actions.”2 It is by control through the management or
stewardship role of the executive, that Parlisment maintains
executive acgountability and responsibility to Parliament.
Farliament provides this sccountability by undertaking a
dual funetion involving eriticism and recommendation. It
first carefully acrutinizas and oriticizes the executive
control agencies and government departments which are re-
sponsible for financial operations and procedures; and then
makes recommendations for their improvement, This oycle of
accountability is oruocial to modern responsible government,

Responsible government may only be malintained if
the House 1s supreme, The only practical way this can be
achieved is by an effective and congtant cheok of the finan-
cial propqaaln and transactions of the executive, If this
is not achieved, then Parlisment merely becomes an agency

cf the executive, The end result is a perversion of the

2 J, Gould and 7, L. Kcbb (ed.), A Diectionary of the
Soclal Sciences, (New York: Free Press, ) . P. 599,
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3
traditional chain of responsibility which flows from the peos

ple to Parliament to the Cabinet, If viewed in the perspec~
tive of a systems annlysiu,B this chain of responsibility
first gives the demands from the people, which are expressed
by parliamentary members, These demands are then filtered
and transmitted into "inputs” by the execsutive where they are
subjected to the process of "conversion" by parliament, The
end product 1s policy fed back to the people as "outputs" to
natisfy the demands as originally expressed by the populace,
If this chain is broken, the Parliament would be for all
practical purposes by-passed and the "union of powers" prine-
ciple of our parliamentary system would vanish, with only an
oligarchy appealing directly to the people. The parliamentary
process as we know it and understand it would be perverted,
\Lx To ensure accountability in publie finance, Parliae
[’ nent needs an independent agent to review the financial oper-
| ations of the executive, This agent is the Auditor General,
5 He

N

%\ examines the public accounts after transactions
are completed and reports to the legislature any
unauthorized, illegal or irregular transactions,
any unsound finaneial practice, or any evidence

3 Bee J. E, Hodgetts, "Regilonal Interest and Poliocy in
A Pederal Structure", Canadian Journal of Reonomics and Po~
litical Science, hereafter raferred to as C.J.E,.P,.8,, Vol,
XXX1I, No, i i

. (Pebruary, 1966), p. &,
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4

of eorruption, waste or inefficlency which may come
to his attention. *

‘he auditor's function 1s to serve as one of the "accounta-
bility controls” which

are designed to ensure that money set aside for a

particular purpose is not applied to some other

purpose, thet the limits get are not exceeded and

that there 1s no defalcation.d
His audit then serves three purpoaos.ﬂ It is in the first
‘nstance an accounting of the financial transactions sesking
+0 show that the public accounts present the actual finan-
clal position of the government, which is certified for the
House of Commons. As well the Audlitor General conducts an
appropriation audlt of expenditures which assures the House
$hdt the ﬁoncy it has authorized has bean spent within the
proper time for the services legally sanctioned and finally
that the grant of money was not exceeded. The remaining

audit of authority

is for the purpose of establighing that those
responaible for the adaministration of the publioe

'+ 8ee H, R, Balls, "The Legislative Audit"”, Canadian

Public Adminigtration, hereafter referred to as C.P,A,. Vol,
XXV, No. 3, (Autumn, 1947)

5 H, R, Balls, "The Control and Co-ordination of Public
Expenditure”, Canadian Tax Journal, hereafter referrsed to as
¢, TJ,. Vol, X No, 3, (May, June, 1952), p. 172,

% H. R, Balls, "The Legislative Audit", op.eit.
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funds have duly authorized each transaction in ac-

cordance with the relevant statutes, orders-in-

council, executive orders, departmental regulations,

r{ accepted practices and recognized precedents.
“he latter audit for authority, is a secondary audit to the
appropriation audit and serves as a valuabi¢ supplement to
it. W¥While an appropriation audit can establigh that money
spent, was spent legally and within the proper time and for
its authorized purpose it leaves out an important question
" which mlight be phrased as one of efficacy.g Por in his audit
the auditor will be dealin: wlith systems of administration
and these systema may possess symptoms that could lead to
future errors. In this eonnection the Auditor Genersal will
seek to atrengthen and tighten control systems within the
administration itself,
When all three audits are performed they serve as

the "agcountabdbility tools” by which Parliament can keep the
executive responsible to it, The end result of the total

sudit 1s the Auditor General's report which is submitted to

the Publlic Accounts Committee. This standing committee of

the House, bages 1ts recommendations on the investigation

7 Ibid., p. 158.

%  The audit for authority involves both control and
efficiency. It is an audit that seeks to provide that the
money authorized was spent to achieve the desired end for
which 1t was intended.
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5
cutlined in the report, which is a result of a eritical anale
yais of governmental finance. Out of the dialogue between
the Audlitor and members of the Committes, recommendations
are formulated and presented tc the Commons for correcstion
and improvement of exescutive finance,

To fulfil the purpose of this study the development of
the r?lo of the Auditor General in respect to his status,
nature and extent of his audit, will be examined to establish
his present position as an agent in the management of publie
finance,

Riecutlive management responsibility will be analyzed in
the light of politiecal influences that have shaped the sur-
rent operation of the exesutive contrcl agenoles.

Acsountabllity to the House of Commong will be measured
by establlishing the effectiveness of 1ts recommendation
based on the House's evaluation of the Auditor's report as
discussed in the Public Ascounts Committee.

In summary, the study will be devoted to coneluding how
the prineiple of accountability in responsible governasnt has
baen served by thes Auditor General and what recommendations

could be made for its improvement,
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CHAPTER 1

"HE POSITION OF THE AUDITOR CENERAL IN CANADIAN PINANCE

The position of the Auditor General in the finan-
cial management of Canadiean public finance has undergone
significant changes since Gonfederation., The British North
fuerica Ast of 18571 had provided for a federal system of
government "with & Constitution similar in Prineiple to that
of the United Kingdom” 2 It followed that the financial
syasten, within which the %fuditor General was to function, was
to be based ugon the prineiples of the British financial
system,

Constitutional Pramework of the Canadian Pinancial System

The framework sround which the Qanadian financial
system was to be developed focused about provisions of sec-
tions 53, 54 and 102 of the B N A, Act, 8Section 53 of the
act stated that for the appropriation of public revenue and
the impozition of taxes it is obligatory that these bills
originate in the House of Commons. While seation 54 pre-

soribed that those bills must be, "first recommended to that

1 Heresafter referred to as the BN, A, Act,

2 gtatutes of Canada 1857, (Ottawa: Queen's Printer,
1867) G. 3’ Pe Et
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House by Message of the Governor General in the session in
which such Vote, Resolution, Address or Bill is proposed” 3
; facilitate both management and contrul of the financlial
system is the provision of section 102 establishing a consol-
idated sevenue fund into which all government revenues are
daposited and from which "payments - - « shall be appropri-
ated by the Parliament of Canada for the public service” 4
With these provisions financial soversignty was
vested in the legislature by virtue of its control of the
public purse, Sections 53 and 54 had together established
;hc gonstitutional authority of the legislature over the exec-
utive, by giving the House of Commons the power of authoriz-
ing financlal proposals put forward by the executive desiz-
nating how the public money was to be spent. The provision
of section 102 which had established a Gonsclidated Revenue
Purnd allowed the Commons to regulate the management of govern-
ment finance by obligating the executive to follow thelr
legzislative direstions, This obligation eould only be ful-
f1lled by legislation which would ingorporate detalled pro-

cedures for financial management,

3 Ibid., s. B4, p.13

+ Ibid., B, 1lu2, P. 73
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Legislative Pramework and the Auditor General

Consolidated Revenue and Audit Ast - 1867

One of the first pleces of legislation enacted by
Parlisment to attain proper financial management was an act
“"respecting the collection and management of the revenue,
the auditing of public accounts, and the liability of publie
aecountantl"? The statute was in form similar to the Cana-
dian Audit Act, as amended in 1854, and was primarily inten-
ded to set up proper procedures by which the executive could
manage public finance. In this light, the audit was regarded
as an executive function. The public aceounts were sudlted
by & Board of Audit, appointed by the Governor-in-Counecil,
and was supervigsed by the Minister of FPinance. The auditor,
who was chairman of the Board, had general eontrol over the
issue of public money and the audit of accounts. However,
since the members of the Board were usually deputy ministers
their primary interest lay in their own departments, In
reality then the full load of the audit fell on the Auditor,
"o further complicate matters, the Act increased the execu-

tive's power to use Governor (Qeneral's Harrant35 and gave

5 Ibid., °- 50 p- 730
5 QGovernor General's Warrants are a method employed by

the executive for meeting "unforeseen contingencies and natur-
al emergencies” when Parliament is not in session or the money
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10
the final right of appetl, of departmental requests for appro-
priation, to the Minister of Justice.

Provisions of the Audit Act drastically affedted
the nature of the audit. While an appropriation audit was
provided, its terms of reference were restricted by the finan-
clal protection sccurded to the executive. The audit for
authority was fundamentally concerned not with authorization
but rather with "the liabllity of public ascountanta” Its
enphasis was therefore on punitive measures. In the main,
concern was ¢entered on an acourate accounting audit, invole
ving both a pre and post audit function, necessary to ensure
the proper balancing of the books. Restriction was also ime
plied in the emphasis on the revenue audit, due to the feder-
al structure of the government and the generous financial
provisions of the B, N,A, Act, applicable to the provinces,
A large proportion of the revenue cbtained was required for
statutory commitments, What revenue was left for expenditures
was eagerly sought by members of Parliament,. Poéor&tion by
its very nature meant an attempt towards meeting diversified

regional needs through a program of financhal expansion and

is urgently required, PFor a historical treatmsnt of the

- development of Governor General's Warrants and their use
see, H. R Balls, €,T,J,, Vol. XI, No, 3, (May, June, 1973),
p * 181 "193
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11
and assistance, Heavy demands for soccial capital necessary

for rallways, harbours and publio works developed very soon
after Confederation, Ragh area sought to obtain its fair
share and finaneial advantages were parcelled out as politi-
cal rewards, and were eiagerly sought by parochial members.
For this reason proper financial management and executive
accountabllity became a seeondary goal. The audit, therefore,
reamained basically an agent for executive control until the

Ast was amended in May of 1E73,

Consolidated Revenue and Audit Act -~ 1578

By the amendment of the 1857 Aot, the Auditor General's
independence from the government of the day was provided, by
first, requiring his salary to be paid directly out of the
Consolidated quonuo Pund, not dependent upon annual parlia-
mantary appropriations, which was open to manipulation by
the executive, Tenure dbecame the secai eriterion of indepen-
dence by establighing that he eculd only be removed from

office by a Joint address of both the Senate and the House

!

of Commons, ' These two provisions which gave the Auditor his

independence and made him an agent of the House of Coumons
have been re-enacted in both the Consolidated Revenue and
Audit Aot of 1931 and the Financial Administration Aot of

1951.
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Provision for the Auditor General's function was
assigned to provide "for the more complete examination of the
public accounts of the Dominion, and for the reporting there-

on to the House of Commons” 7

To secure this objective the
Auditor was furnished with a staff appointed and regulated by
the Governor-in-Council. In matters of staff relations the
Auditor General was conceded

full power to make from time to time, orders and

rules for the conduct of the internal business

of hig office - as long as these - rules, regula-

tions and forma shall be approved by the Tgcas-

ury Board previously to the issue thereof,
Staff needs for the proper auditing of executive financial
tranasactions were thus influenced by a notable degree of
axecutive control.E

Auditing of the public accounts assigned to the

Audltor, duties that were adminlistrative in nature, He was
responsible for controlling the release of oredits to spen-
ding departments, the counter-signing of cheques for reimbur-
sing banks for payments nadc‘to the departments, as well as
the pre-audit of various classes of expenditure, His audit

was two fold, It was to be both a pre-audit and a peost audit

7 Statutes of Canada, 1878, (Ottawa: Queen's Printer
3‘-87%)) e. 7) 8. 11) po 1IN

8 Ibidcj s. 15) po ;47.
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13
encompassing a total continuous oversight of departmental
revenue and expenditure transactions., This was feasible when
government was centralized and responsible for expansion in
a laissez-faire esonomy. In these sircuustances a detailed
and comprehensive audit was conceivable.

However, the c¢losely knit and compact financial
organization, bhegan to exhibit zlaring signs of weakness as
the Canadian sconomy expanded and the populace demanded a
more positive economic approach by government., Increased
demands were satisfled by an enlargement of governmental
services and a subaevuent decentralization of governmsntal
sontrol necessary to meet diversified needs, Remoteness
from central direction and sontrol gave rise to tardiness in
dapartmental accounting and reporting, Consequently, the
appropriation audit whereby the Auditor was directed to dis-
garn that no chegques were issued which were not covered by
parliamentary appropriation became more difficult to achieve,
as departments frequently overdrew letters of credit, It
was only upon request by the banks for repayment of the pre-
cading month's departmsntal issue that the Auditor Qeaneral
bacame conascious of overdrafts, To remedy this deteriorating
situation which was aggravated by the Depression of the

1930's, a more highly centralized control system was devised
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by the Consolidated Revenue and Audit Act of 1931,

Consolidated Revenue and Audit Act - 1931,

By the new legislation eassential modifications in
the financial system were made. Types of audits wers enacted
to include audits for accounting, appropriation and authoriz-
ation A relaxation of some of the Auditor's administrative
duties was achleved by appointment of the Comptroller of the
Treasury who wag now responsible for pre audit, Responsi-
pility for disbursement from the Gonsoiidatod Revenue Pund
and issue control was transferred from the Auditor General
to this new executive officer.

Creation of the Comptroller's office had several
effects on the types of audit employed by the Auditor General.
As expenditure payments wers transferred from the departmen-
tal accounting officers' Jjurisdiction, and centralized in
the Comptroller's office, it had one immedliate effect on the
Auditor General. Except for a few aminor exceptions the
Auditor lost his power over the issue of public money and
was stripped of the power to prevent what he gonsidered im-
proper expenditure. Appropriation audits were limited to a
strietly posat audlt. However, the Auditor was still respon-
sible for ascertalning that disbursed money was spent effi-

clently and on the goods Or services that Parliament had
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intended.

The area of audit was also ‘ncressed by the new Aet.
Now all accounts that were to form & part of the public ac~
counts were included in the scope of his audit., Accounting
sudits were facilitated by the Comptroller's office although
the Auditor General still had the responsibility for every
transaction in the publie service relating to the public ac-
counts and that they presented the true financial position
of the country. These auditsvgre to include a comprehensive
examination of all types of Accounts and aceounting systems,
This did not necessitate, however, that svery item in finan-
cilal transaations be individually checked. Rather a test
audit was deemed sufficient. "he range of the test audit was
dependent only upon the Auditor Gsneral's regard of how effec~
tive were the systems of internal accounting and audit prooce-
dures,

By the new Act of 1931 the Auditor was also limited
in his investigation for authority in financial transactions,
Previously his decision that there was no Parliamentary au-
thority for any particular expenditure if supported dy the
Minister of Justice was binding on the executive, However,
the new stipulation in the Aot moved thé final authority

for expenditure audit to the Treasury Board, His only
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recourse left was to report later to the House of Commonus,

Two new audit responsibilities wers entrusted to
the Auditor General due to the impstus and manipulation of
government funds during World War I. Manufasturing and the
acquisition of -ﬁorc- necessary for the war effort caused
an increase 1in governmental services and to place these under
some type of eontrol both Crown Ccrporations and Publie
Stores were to be included in the audit. Both of these
audits proved to be extremely difficult to perform as a result
of the narrow statutory directions applicable to their audit,
The sesond World War accentuated this particular problem,
Expanding financial activities of Crown Corporations and a
multiplying stomes acscount, displayed the vital necessity

for some method to ensure ascountsbility.

The Financial Administration Ast -~ 1951

To provide better financial management the Finan-
cial Administration Act centralized exscutive control even
further,

The Act not merely replaged the Consolidated Reve-
nue and Audit Agt of 1931, but consolidated all
pertinent practices into a eonvcise legal deserip-
tion of the structure and functions of the insti-
tutions connected with financial policy, public
ascounting and auditing, 2

9 Norman Ward, Publie Purse, (Toronto, University
cf Toronto Press, 1952) p, 211.
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Both the role and functions of the Auditor General were clarle
fied in additicn to drawing a clearer line betwsen his office
and that of the executive control agencies, One positive
indication was the dropping of the Auditor's administrative
responsibilities and the allotment of those functiocns to the
exacutive agencies.

Reaponsibilities conferred by the Act directed the
fuditor Qeneral to examine and audit expenditurea, revenues,
public property and Crown Corporations as well as verifying
for the House of Commons a statement of the assets and lia-~
billities of the country included in the Public Acoounts.lo
Audit responsibilities, with the addition of publie property
and Crown Corporations, were now congolidated to encompass
virtually the whole gambit of governmental finance,

Broad audit directlons accorded to the Auditor

i

Geaneral, necessary to aaéint in audlt responsibilities ware

10 See Ian Stevenson, " "he Place of the Auditor in
C.vernment: Federal Viewpoint," Progeedings of Tenth Annual
Conference Ingtitute of Canadian Public Administration, 1958,
p. 197. The author points out that the special statements
which ars included in the Publie Acecounts and for which the
Auditor General is resgsponaible are ‘“"remissions of taxes, fees
and penalties; obligation, debts and claims written off se-
countable advances not repaid or accounted for at the term-
ination of the fiscal year; stores and materlials deleted
from inventories with Treasury Board approval; and losses

suffered by reason of defaleations or other fraudulent acts
of public offices.”
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vere two fold, Enacted directions included an examination
of both the accounts applicable to the Consolidated Revenue
Fund and publie property. While the main audit directions
for publie¢ property were tc ascertaln whether essential
records are maintained and the rules and procedures are suf-
ficlent to safeguard and eontrol publis prOporty“,ll an ape-
propriation and authorization audit were as well understood,
Indeed specific audit directions given to fulfil the two fold
purpose, entailed an audit for assounting, authority and
appropriation, In this respect his audit was influeneed by
the re-affirmed and enlarged position of the Comptroller of
the Treasury as outlined by the new Act, The Auditor's post
audit was partially based on his evaluation of the effective~
ness of the Comptroller's pre-audit, Increased use of the
test audit, made mandatory by the extended volume of govern-
mental business, was dependent for its extent on the Auditor's
assessment of the Comptroller's prc-audit.‘

Audit relationship to Crown Corporations, however,
was restricted in both respcnaibility and direction, Respone
sibllity was restrioted by the provision that he may be ell-

Zible for audit apptintment, by the Governor-in-Couneil, if

11 Statutes of Canada 1951 (Ottawa: Queen's Printer,
1952) ¢. 12, ®. AT(d), p. 147.
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there is no provision

made in any Act for the appointment of an auditor

to audit the accounts and financial transastions

of the c¢orporation, or....,the auditor 1is_to be

appointed pursuant to the Companies Act,
Audit directions towards Crown Corporations are primarily
concerned with audits of accountaney. Both audits for au-
thority and appropriation are secondary to the goal of deter-
mining whether the books, records and progsedures of the
Corporation are sufficient to prevent loss of funds or the
avoidance of fraud,

Auditing responsibilitiea and directions had to be
brought into line with the unique characterlistic of Crown
Corporations and the principle purpose of the Financial
Administration Act, That iz, how does a government regulate
an enterprise whose main purpose is to free it from day to
day control of the government, yet hold it responsiblet To
help answer the guestion the Act applied a more central ex~
ecutive control which made Crown Corporations more respon-
sible to the executive, but only aecountable to Parlliament
in a limited fashion through the Auditor General,

This dichotomy can be illustrated by noting the

provisions of investigating power given to the Auditor, To

12 Ibid., s. 77, p. 150,
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obtain the audit of revenues, expenditures and publis prope

orty he is granted free acoess at all convenient tiames, to
the files, documents and records that relate to the agsounts
of the governmental depariments and is entitled to obtain
from the public service, information, reports and explanations
vhich he requires for the performance of his duties., PFree
access is qualified only by the provision that his staff must
comply to the security requirements of the office to be ex-
amined and may be required to take an oath of secredy, In-
vestigation of Crown Corporatéons 1s devised to lnelude

acscess at all convenlent times to all records, docu-

ments, books, asdounts and vouchers of a eorporation

and is entitled to require from the directors and

officers of ths corporation such information and
explanations as he deems necessary,l3

Thus the investigating power of the Auditor General is much

narrower in the case of Crown Corporations,

Public Accounts and the Auditor General

While the Auditor Genersal's responsibility is for
the audit of the accounts, audit outcome depends upon mors
than his own legislative direstion, It will rely to a oon-
siderable extent upon thoas who are held responsible for the

maintananco of the publie amceounts and the effectiveneis of

13 Ibid,, s, 86, p, 152, Underlining by the author,
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their control, Audit relationship with government depart-
ments 1s influenced by executive control over administration
agencies, who are responsible for the general control in
administration of the public accounts, This control is of
paramount importance in auditing and subsequent executive
accountabllity.
It must be borne in mind, however, that the public
accounts in reality serve two functions. Public accounts are
more than mere accounting records of governmental financial
transactions, Accounts also serve a vital policy purpose.
They
are designed to asaist the bearer of responsibility
in carrying out his own duties with full efficiency,
having regard to the final purpose his duties are
intended to serve, “‘hus, the executive,,.,.will
have coming before it a constant flow of financial
data relating to the past and of estimates for the
future, not necessarily thrown up by a asystem de-
vised solely for control, or acsountability purposes,
and on this information important decisions will
be largely based, Similarly, the choice between
one course ©or another in the economic pollioy of
the government must.....be gnidrg in part by con-
siderztion of policy accounts,

These two functions have affected the responsibility of ex-

ecutive control agencies in the compiling of the publie

14 H R Balls, "The Control and Co-ordination of Publie
Expenditure”, op,eit. p. 154, Quotation 1s taken from the
"Final Report of the Committee on the Form of Government
Accounts”, London, 195C, p. 10,
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sccounts. Pollioy and accounting functions in the publioe
accounts must be balanced., If there i3 an improper balance,
one of the two funotions will suffer, Subsequently, the
amount of stress on either of the two component parts, will
affect the audit,

Poliay requirements have caused a shift in govern-
ment accounting system objectives, As the government moved
from a negative role possible in a lalssez-faire economy to
a positive role in the modern state, the emphasia shifted
from completeness and acocuracy in public accounts to spesd
and economy,

Central control agencies which have developed and
are used by the executive for policy making, and implementa-
tion of management principles and procedures, are the Cabinet,
Treasury Board and the Department of Pinance. They are
assisted by the Comptroller of the Treasury, who performs
both a service and control function, for the Department of
Pinance and Treasury Board. The influence of these bodies
in maintaining public &coounts has affected the role of the
Auditor General.

Executive Control in Publi¢ Accounts :
The Cabinet

The fundamental concern of Cabinet is poliey.

Managing or stewardship in financial control is but one
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aspect to the goal of ensuring proper policy implementation
and foramulation., 7o free the Cabinet for consideration of
major financial policy questions, responsibility for admin-
istration is entrusted to the individual members of the Cab-
inet and the adminlistrative heads of government departments.
Collectively, Cabinet is interested in ensuring that the
procedures and financial records of the departments are suf-
ficlent to guide policy implementation and future poligcy
formation. The amount of regulation and co-ordination by
central executive control agencies will revolve about the
purpose to whicech the departments are to serve and the will-
ingness of the Cabinet to delegate part of its over-all con-
trol functions toc them. The need soon became apparent,

At Confederation, Cabinet had a dual obligation,
It had a responaibility to the British Crown, through the
Governor General, and a responsibility to the Canadian peopls.
In relation to public ascounts the former responsibility
could be met rather handily by a rudimentary system of proper
financlal accounting and reporting; the latter responsibility
to the Ginadian people was a more difficult challenge,

The B,N,A, Act had obligated the government to a
polley whieh would bind the new nation togsther into 8 cone

crete reality. Sectional interests were to be met by
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programmes which called for enormous growth through large
infusicns of social capital, Cablinet ministers would have
to be chosen to represent regional areas resulting in the
fact that departments would in addition to administrating
policy become agencies for ministerial influence through
patronage in the public service, But policy rooted in patron-
age would result in a need for a system of co-ordination
between ministerial areas of influence as well as a means
to solve the problem cof withstanding the serutiny of the
House of Commons.

Treasury Board and Department of Finance

On July 2, 1847, by order-in-council, a board of
Treasury was initlially created. This group of ministers
served the essentlal role of co-ordinating departmental
financial activities by assisting the Minister of Pinance as
chairman who was responsible for the general direction of
financial polisy. Co-ordination in early years consisted
principally in balancing ministerial demands for patronage
in the public service. However, the greater need for co-ord-
ination in ministerial finance was statutorily recognized in
1359 when the Department of Pinance and Treasury Board Act
outlined the duties of the Treasury Bcard and the Department

of Pinance, By the Act the Board became a committes of the
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Queen ‘s Privy Council responsible for all matters relating
to expenditures, revenue and finance.

While an element of central c¢ontrol was introduced,
there were two side effects on the Publis Accounts and the
audit, Pirst, public ascounts, while under some degree of
Treasury Board eontrol, wers compiled by departmental offi-
clals who were chosen on the basis of patronage, Secondly,
as expenditures for departments were viewed as ministerial
areas of influence, ministers did not relish anyone who
would perform an independent audit for this could be construed
as an infringement on thelr specific area of 1nt1ucncc.15

However, by the Board's terma of reference, it
gradually became involved in co-ordinating adainistration be-
tween departments to ensure "that some general policies on
collection of monlies, personal poliscy, form of estimates and

other detalls were sufficiently intlgrlt.d.“lﬁ A growing

15 This latter phenomen was readily apparent by the fact
that until 1878, when the independent position of the Auditor
Gsneral was enacted, the secretary of the Treasury Board,
appointed in 1868, was responsible Bor both expenditure oon-
trol and the audita of the Publie Aceounts, The Act of 187¢
split the two functions and relegated primary concern for
expenditure control to the deputy Minister of Finance who was
sx-officlio seeretary of!the Treasury Board, See 0.G.E, Steele,
"The Role of the Treasury Board,, Chnadian Chartered Acaoun-
tant, Vol, 79, (November, 1951), p., 450,

15 W L, White, "The Treasury Board in the 19th Century
Canada", unpublished paper University of Windeor,

168124
UNIVERSITY OF WINDSOR LIBRARY
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involvement in administration and financial management
increased through the years although there were no major
structural changes by either of the Consolidated Revenue and
Audlit 2cts.

The Pinancial Adainistration Act of 1951 consoli-
dated past practices and procedures, developed through Treas-
ury Board co-ordination, into & more concise and detailed
statement of duties and responsibilities of the Board ,

‘The Board was given the general duties of acting
as

a committee of the Queen's Privy Counell for Canada
on all matters, relating to finance, revenues, es-~
timates, expenditures and financial commitments,
acoounts, establishments, the terms and conditions
of employment of persons in the public service,
and general administrative policy in the public
service referred to the Board by the Governor-
in-Couneil or on which the Board considers it
desirable to report to the Governor-in-founcil,
or on which the Board considers it necessary to aot
under powers conferred by this or any other Act. 1
The wide range of formulation and management in publiec fin-
ancial policy was undorutcéd and included in this broad
statement of Treasury Board responsibilities,

For management in public accounts, the Board's

position was specifically ascknowledged by allowing it to

prescribe the form and manner in which the asccounts of Canada

17 Statutes of Canada, op.git., s. 5(1). p. 129,
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and the various accounts of the departments were to be kept,
Help in the maintenance of public acoounts was afforded by
the Minister of PFinance who was directed to ascertain that
the Board's regulationa were put into practice,.

Under the Financial Administration Act the accepted
financial practice whereby the Minister of FPinance was respone
sible for the general control of the Consolidated Revenue
Fund was statutorily continued. What was of particular con-
carn to the Minister was the necessity to ensure that the
Consolidated Revenue Pund always had sufficlent revenue to
meset the expendituras which had been legally and statutatorily
authorized from it. Possible implicaticns of this facet of
his responsibilities in the audit of accounts needs no elab-
oration. Other responsibilities, in addition, added 'the
superviaion, control and direction of all matters relating to
the financial affairs of Canadsa not assigned to any other

Minigter” 18

These functions of the Minister of Plinance
while appearing to conflict with the duties of the Ireasury
Board in reality complemented the Board's extensive respon-
sibilities and dutles.

The Department of Finance and Treasury Board were

indeed closely linked, Proviasions in the Act detailed the

1‘8 Ibid.‘ 8. 9! o‘ 1300

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



28
conplementary structure linking the two bodies, By the Act
the six members who compcaed the Board continued to be chaired
by the Minister of Pinance with Board staff drawn from the
Finance Department, Furthermore, the Minister was given the
power to name an officer from the Department of Pinance to
perform the duties of asecretary to the Board, ™Mis provision
acknowledged the fact that as governmental financial aotiv-
ities had expanded it was no longer possible for the Deputy
Minlister of Finance to do juatice to both his role as secre-
tary to the Board and financial duties in the Department of
Finance., Remedial action had been taken in years preceding
passage of the Act by allowing the Asalistant Deputy Minister
of Finance to be the actual secretary responsible for Treas-
ury Board duties. Fiscal and financial policy development
become even more ¢rucial in the years which followed the
passage of the Act culminating finally in the 1945 amendment
which relieved the Minister of Pinance of his duties as
chairman of the Board and freed him to pursue the more complex
and urgent responsibllities of planning and developing finan-
cial poliecy necessary in modern government,

Comptroller of the Treasury

Bvents in the 1930's had shown too well that more

was required for proper public accounts than a vague
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cu-ordlnation in departmental financial management, Balan-
cing between policy and accounting objectives, effective con-
trol over issue from the Consolidated Revenue Fund, assurance
that accounting directions and regulations were being followed
had to be provided, Asgsurance was to be provided by the
Consolidated Revenue and Audit Act of 1931, with the estab-
lishment of the offise of the Comptroller of the Treasury.

With the stationing of the Comptroller's accounting
representatives in governmental departments Treasury Board
was able to give meaning to its directions pertaining to
accounting methods and procedures. Close sorutiny of the
departments’' financial manazegent practices was obtained by
granting the Comptroller.”free access at all convenient times
to all files, documents and other records relating to the
accounts of avery department“.lg In addlition, ecntrol of
issue out of the Consolidated Revenue Pund was acquired by
Treasury Board possessing the final right of approval after
appropriations had been sanctioned by the Comptroller., By
utilizing this officer of the Department of Finance, Treasury
Board has been better able to ®aintain proper records and
ageounts neecessary for financial policy formulation and

improvement as well as providing a more complete and accurate

19 1Ibid,, 8 12, p, 131,
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compilation of the Publie Aceounts for Parliament's examin-
ation,

Control over issue from the Consolidated Revenue
Fund has also enabled the Minister of Pinance to obtain a
greater dexree of day to day oontrol than had existed pre~
viously and permitted him to take a more active role in the
formulation of financial polliqy. Moreover, the Comptroller
provided a valuable service function by allowing the Minis-
ter of Finance to provide accounting services and advice for
the departments when requested by the departmental Minister,

That the office has served 1ts intended purpose
well, is illustrated by the fact that no substantial modifi-
cations were made in the Comptroller's function by the Pin-
ancial Administration Act of 1951 or any subsequent amendments.

Public Accounts Committee

The Public Accounts Committee scrutinizes and
criticizes the Public Accounts relying for information upon
the Auditor General's report which 1is a aoritical analysis
of those Accounts. As a standing committee of the House of
Commons 1t has the power "to send for persons, papers and

records and to report from time to timc".ao These powers,

2¢  8ir Jonn George Bourinot, (revised by J, Gordon
Dubroy) Bourinot's Rules of Order, 2nd ed, (ioronto:
McClelland and Steward Limited, 1953) p. S3.
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howevsr, are restricted by the Committee s composition and
method of creation, "at the commencement of every session a
apecial committes conaisting of five members is selected to
rrepare a report, with all convenient speed, list of mem-
ers"*al to form the Publie Accounts Committee, Committee
rembers are in reality selected to give a proportional rep-
resentation of the party make-up found in the H.use, In this
respect, the Committee chosen is a microcosm of the House
itself, S8trong executive party representation is thus en-
sured on the Committee.

This assurance has geveral effects on the role and
power of the Committee. It meant for one thing that until
1953 the executive party had the power to pick the chairman
who directed the Committee's proceedings., While appearing
to be a relatively harmleas and usual practice of Committees,
this advantage had a direct bearing on the Committee's
stated powers. It principally affected the power of sending
for "persons” to appear hefore the Committee as witnesses,

A member of the committee must first file a state-
ment with the chairman that the avidence 1a impor-

tant (8.0, 59(1)) and the witness is thus summoned
by order of the Chairman .22

21 Ibidn} p- 50‘

22 W, P, Dawson, Procedure in the Canadian House of

Commons, {Toronto: University of Toronto Press, 1952) p. 204
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Wnat this meant was that the government party whose financial
dealings were beling examined aould by virtue of 1ts position
as Chairman effectively hinder ani delay possible embarras-
sing evidence if needed., It was not until 1958 with the
appointment of an opposition member as chairman that this

potential weapon shrunk in lmportance.
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CHAPTBR II

EXECUTIVE PINANCIAL POLICY AND THE AUDITOR GRNRRAL

In evaluating the role of the Auditor General in
responsible government one must look to poliecy and in par-
ticular to the executive branch of government which is pri-
marily coneerned with poliecy. Auditing effectiveness will
be largely dependent upon the policy goals sought by the
executive through its policy role.

Rxecutive policy responsibilities encompass two
¢rincipal areas, formulation and management, Pormulating
policy includes the two functions of determination and prep-
aration which culminate in the estimates that are presented
to the House as government poligy. When the estimates are
finally approved, the details become the guide lines upon
which the management of policy is based, and provide a means
for obtaining information upon which the following year's
estimates can be based when policy is formulated. Both prin-
cipal areas, formulation and management, are inter-related
and necessary for the general policy purpose of meeting the
needs of the popuilace as expressed by the electorate through

their parliamentary representatives,

33
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Both areas are the political responsibility of the
Cabinet. Cabinet ministers in Canada's parliamentary aystem
are both “politicians and adminiatrators” There is a cloase
co-relation between the Minister's role as policy maker and
departmental administration; Ministers rely not only upon
the administrative system for management of existing pollcy,
tut also for aid in development of new and improved methods
and techniques for poiicy formation. RExecutive control
azencies, through which a co-ordination in application of
polioy 1s sought, are subsequently involved in policy for-
mation as well as policy management,

Audit examination conducted by the Auditor General
of executive financlal management is in reality an appraisal
of total executive policy duties, Audits for authority,
sccounting and appropriation performed by theiuditor serve
a purpose in regulating management, but also signify poten-
tial weakness in construction of policy. Audit findings
should have some effect on the method of determining and
preparing the policy adopted by the executive. Thus, in
responaible government, audit examination serves a vitnlrw
function when investigation of executive stewardship ocontrol
points the way to improvements which could be introduced for

Parliament to hold the executive responsible for better
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construction in both present and future poliey.

Executive Responsibilities in Policy Formulation

(1) Poliesy Determination
Cabinet ministers when determining policy are

limited by the struectural nature of the BN, A, Act, Respon~
3ibility for policy is divided between the federsl and pro-
vineial governments.

Through the British Rorth America Act of 1857, the

federal government was assigned: (a) the general

responsibility for Peace, Order and Good Govern-

ment: (b) specific responsibility for 29 enumer-

ated classes of subjects under Section 91, in-

¢luding classes of subjects expressly excepted

from exclusive provinelal authority in Section 92;

and (o) the authority under Section 95 to make

laws regearding Agriculturt and Imnmigration in all

or any Province,
What thls meant was that the federal government would be re-
sponsible for policy determinaticn that led ¢to national
security and development.

Against the structural background the astual deter-
~ minatlion of policy is a complex phenomena, In essence, it

involves converting the general needs and desires of the

people into a policy of action, and

1 Jacques M, Des Roches, "The Bvolution of the Organ-
lzation of Federal Gcvernment in Canada” C,P,A,, Vol. V,
No. 4, (December, 1952), p. 410,
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action necessitates making choices; our cholces, in
turn refleet philosophical outlooks and a multitude
of competing pressures from the material world. In
the politics of democrasy cholces are continually
being made at many levels, under varying conditions
with the expectation that there 1s sufficient son-
sensus within the community to produce or support
declsions regarded by the members as comprehsensible
and tolerable.
Interpretation and use of constitutional respons~
ibilities coupled with the "competing pressures from the
material world” had s profound impact on the determination
of Canadian policy goals,
The character of public finance system depends on
what governments are expscted to do, V¥What govern-
ments are expecsted to do depends on the prevalling
political opinion and stage of development of the
economy of the time.3

(a) Nineteenth Century Poliocy Determination

At Confederation national development was sonstrued
to be & polisy of producing increased transportation fasil-
1ties necessary for expansion of the rural Canadian economy
which was based upon extractive industries. To achieve this
and, the expenditure programme of government had to be bal-
anced with the anticipated revenues which wers obtained from

customs and exclse revenues., However, custom and excise

2 J, B, Hodgetts and D, ¢, Corbett, Canadian Publie
Adminigtration, (Toronto: The Macmillan Company of Canada,
1650), p. 438,

3 Donald V, Smiley, (ed.). The Rowell-Sirocis Report
{Tornto: MeClelland and Steward, Limited, 1953), p. 43.
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viere subject to wide fluctuations due to their dependence
upon forelgn trade and world-wlide esonomic gonditions. As
a result, the 19th century expansion policy of Canada was
¢losely linked to external economi¢ conditions, Periods of
favourable economic activity were followed by expanding govern-
mental services in transportation and a subsegquent sontrace
tion when economic astivity soared. The resulting political
philosophy as exemplified by Jchn A Magdonald was cne built

around protective tariffs and transportation development,

(b) Twentieth Century Polisy Determination

Determination of poliey in the early twentieth
century was first affected by the great wheat boom of 1595 to
1913, Once again an aggressive policy of national develop-
ment, which emphasized inoreased raillway construction, was
rosslble. However, the prosperity which resulted from the
reriod saw a marked shift in the composition of the nation
with a movement of the populace from & rural setting to an
urban setting. Therefore, new policy objectives of the
executive had to take into account the growing collective
needs of the urban population, This meant a gradual shift

away from the traditional laissez~-faire view of government

to a more positive interference in specific areas of economic

and social aetivity.
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The trend was accented by the great war of 1914-
1918 when the national security responsibility of the feder-
al government for assistance in organizing Canada for the
var effort. Yet at the same time, there developed a growing
awareness in the provinces that their spheres of responsiblle
ity wvere being drastically affected. At the conclusion of
hostilities that awaremess, made evident by the rulings of
the Privy Couneil, coupled with the crushing debts of ﬁho
post war rallway programme and the financial burdens of the
var effort caused a retrenchment in federal activities, The
period of the twenties found the federal government following
a policy of sontraction both in objectives and extent. The
period was short lived.

The depression of the 1930's saw the federal govern-
ment thrust once more into the fore front, and poliey objec-~
tives had to display a greater emphasis towards regional dis-
crepanclies and the need for welfare and collective activities
made mandatory by the depression,

The second world war, as the first, acted as a
catalyst for increased governmental activities in all areas
of endeavour and a heavy commlitment followed into post war
years for increased aid in "hospitalization and publie

Health services, in welfare, in amateur athleties, in
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university education, in the promotion of the arts and let-
ters and so oa“.ét This, together with the growing integra-
tion of the Canadian economy with its southern neighbour and
the aonatant threat of the Cold War, brought federal govern-
ment policy into a position whereby it touched virtually 21l
of the activities of the Canadlan people at & time when the
provinces, particularly Quabec, were growing restive under

growing federal responsibilities.

(2) Foliey Preparation

Both the form of the estimates and the actual
estimate prceess are a valuable asset in a responsible
government system,

Form, that is the way the proposed expenditures are
organized, is important to both the executive and the House.
It not only allows Parliament to serutinize executive poliocy
beforehand, but aleoc the estimates serve as a basis for later
comparison and evaluation cf the polisy authorized, Addition-
ally, the form of the estimates aids the executive in both
policy formulation and management, An agcurate and eompre-
hensible estimate form assists the executive in determining

priorities by serving as a basis for cost comparison of

4 Ibidq, p. 5.
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intended services as well ss developing general guide lines
which can bs employed by Ministers in managing their respec-
tive departments,

It 18 not enough, however, to have an adequate
framework bullt around a proper form of estimates 1f the es~
timate process itself is inadequate, Both the form and the
estimate prooess must be so c¢o-related to achieve the ulti-
mate ends for which they were concelved, That ig, to fumnlish
the eaxecutive with a means by which to build poliey and oon-
trol 1t, and to allcw Parliament to hcld the executive re-
sponsible for their polley roles,

(a) The Porm of the Estimates

— From Confederation until 1938-1939, with only a
minor modification appearing in 1923, the form of the esti-
mates remained fundamentally the same until the 1940's,

During the period up until 1935 the estimate form
aexhibited several glaring 1nadcquacios.5 Due to the unsatis~
factory form both the executive and Parliament found the
aestimates barely comprehensible because of their ambiguous
and incomplete nature.

Remedial action was taken by Crder-in-Council which

transferred to the ireasury Board responsibility for fora of

5 See A, R, Buck, Finansing Canadian Government,
(Chicago: Public Administration Service, 1949§ pp. Hl=33,

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



51
the estimates. The improved form, by dividing the estimates
into two parts, attempted to alleviate the weakness found in
the former system. The first section arranged expenditures
by departments followed by the item or "votes" to be included
in the supply bill and listed statutory appropriations. The
second section, called appropriately "Details of Services"
contained the details which showed on what particular area

of the service the vote was to be spent.

(b) Bstimate Development
(1) Departmental Estimates

Procedures and offices necessary for the compila-
tion of the estimates has evolved gradually since Confedera-
tion. The intention of the Financial Administration Act was
to give statutory recognition to the Treasury Board for pro-
cedural direction in estimate formulation.

Prior to recent change, an establishment review of
each of the departments was conducted by a Committee. This
Committee reviewved the number of personnel necessary for
each department to fulfil the service it would be responsible
for in the forthcoming year. Committee recommendations wvere
then submitted to the Treasury Board for final approval.

After personnel requirements had been established,
the formulation of estimate expenditures could be compiled.
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Each year at a designated time, the departments were rsques-
ted, either through the Minister of Finance or Secretary of
the Treasury Board, by letter to prepare the estimates for
the next fiscal year. In 19565, for departmental guidance,
the estimates were to be compliled in the form and manner pre-
soribed by the “Mannual of Estimates" as prepared by the
office of the Treasury Board, Following these instructions
the estimates were then preparesd under the direstion of the
Daputy Minister of the department with assistance from branch
and divisional haldé, and often with Trsasury Board officers
soting in an advisory capacity. Once the ostimntoa.had been
assembled, they went to the Minister of the department who
reviewed them, and he cculd either accept or revise thenm,
¥hen each department's estimates had been assembled, they
went to the Treasury Board for its deliberation, Departmen-
tal requests were then raeviewed by the Board in the dual
oontext of revenue available and general polisy objectives,.
Deliberations were alded by consultation with appropriate
Minister and departmental officers when needed. Unresolved
differences of opinion were submitted to the Cabinet for
final decision, However, since most of the Board members
held the important ocabinet portfolios when they reached

acreement, estimate approval was usually assured in Cabinet.
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Vhen estimates had obtained Cabinet approval, they were sent
back to the Treasury Board which assembled and had them
publighed for the benefit Of Parliamentary members,
(11) Recent Developments in Poliey Preparation

While on the surface departmental estimate prepare
ation appeared to be satisfactory, in actuality both proged-
ure in estimate development and estimate form concealed
several deficlencies in the determination of poliey. "In
general the estimates were prepared on the basis of what a
department might expect to rocui.m.""S rather than orientated
toward aspecific departmental poliey goals, As a result,
continuing programmes within a department were frequently
neglected as both the department and Treasury Board concen~
trated on the additions to existing department functions,
Furthermore a hurried appraisal of estimates by the Treasury
Board, necessitated by the relatively short span of time
within which sstimates were considersd by the Board compoun-
ded the problem of policy determination.

In 1962, to improve determination of policy, par-
ticularly in the sslection of priorities, the exescutive

required that the departments in their estimates submission

% J. 8trick and W. L, White, Polities, Policy and the
‘reasury Board, University of Windsor, unpublished manuseript,
p. 157.
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to the Treasury Board include a three year forecast of expen-
ditures. Increased atimulus to improved estimate development
was also gziven by the Royal Commission on Government Organ-
1zation.7 Both management improvement and estimate develop-
ment were aided by the establishment of the Bureau of Govern-
ment Organizatien,s which became in 1954 a part of the Treas-
ury Board secretariat responsible for implementation of the
Commission's recommendations, One of the major recommenda-
tions.was program budgeting. "A prinoipal characteristic of
program budgeting is the clagsification scheme by whisch ex-
penditures are prepared, that is, on the basis of functions,
programs, activities and proJcctl.“g

The new format has required a resultant change in
the procaedures needed in estimate develsopment, Treasury

Board now conducts two annual reviews, In the late spring

7 The Royal Coamission on Government Organization was
established by Order-in-Counsil in September 1950 to "inguire
into and report @pon the organization and methods of operation
cf the departments and agenoies of the Government of Canada
and to recommend therein what they conslider would bdest pro-
mote efficiency, economy and improved service in the dispatoh

cf the public business.” Ganada, The Royal Commission on
Sovernment Organization, Vol, I OEEaun§! dueen's ?r!ni.r
19625

8 Originally established as an office of the Privy
Council in 1953,

9 J, 8trick and W, L, White, Politics, Policy and the
Treasury Board, op.eit. , p. 264
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the Board first conducts a program review where the depart-
ment's long range plans are reviewed, Eatimate review takes
place in the autumn of the year and

this review will concentrate on the detalled require-

ments for the next fiscal year in accordance with

the estimates manual. The establighment review

will be conducted at the same time as the estimates

review, thus doing away with the separate estad-~

11:hmcn3 review that has been practised in the

past, 1
(¢c) Crown Corporation Estimates

Control of Crown Corporations through a detalled

estinates process is not an exscutive goal. Indeed, the car-
dinal asset possensed by & public corporation is found in its
financial autonomy. As Hodgetts states: 'Release from the
riormal departmental process of estimating finanolal needs
for cne year in advance.is, of course, the main freedom sought
by 1naorporation.“11 Rather than thitough a rigid estimating
process, exgoutive control necessary for formulation of poli-
¢y has developed into a more general process dependent upon
the particular type of corporation involved, It was not
until the Finanaial Administration Act that Grown Corporations

viers brought under some degree of order, limited as it may

he. Corporation classifiecation was specified according to

10 1Ibid., p. 263,

11 J. B, Hodgetts and D, C. Corpett, op,eit., p. 193
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the type of activity engaged in by the Corporation, and this
was the criteria upon which the degree of financlal gontrol
was established. In the three fold classification, depart-
mentsl, agency and proprietary, the departmental Corporation
became subject to the most financial control and the agendy
and proprletary the least. Proprietary Corporations are
"ordinarily required to gonduct their operations without
appPOpriatiana“.la Agency Corporations, on the other hand,
are subject to more control by being obligated to submlt an
operating budget "for approval of the appropriate Minister
and the Minlster of Pinance”,3 and a capital budget which
is to ba "approved by the Governor-in-Council on the recom-~
mendation of the appropriate Minister and the Minister of
Financa".la Further executive control is provided by stipu-
lating that

The Treasury Board, on the joint resommendation of
the Minister of Finance and the appropriate Mini-

ster, may by regulation prescribe the form in which
budgets required ~-- shall be prepared,

12 Statutes of Canada, 1951, (Ottawa: Queen's Printer
1952) ¢, 12, s, 73130511, p. 149, Proprietary Corporations,
however, do submit a capital budget to the executive, while
some Corporations in this classif'ication are obligated bdy

provizions of their specific act to submit operating budgets,

13 Ibid,, s. 80(1), p. 150.
14 Ipid,, s, ©0(2)

15 Ibid,, s. 60(3)
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Poliecy formulation is aided by Section 79 of the Act which
fixes the calendar year as the financial year for Corporations
unless it is specifically modified by the Oovernor-in-Couneil,
“hia has several advantages in that it allows the Corporation's
annual report to be laid before Parliament earlier in the
year and

as the Government's own fiscal year ends on 3lst

March, 1t is a distinot advantage to bhve the

results of the financial operations of the Corpo-

rations determined befors the Governaent's books

are closed 80 that cperating deficits may be

appropriated by Parliament and paid to the Gorpo-

ration, and operating surplus (i1f required) pald

into the Consolidated Revenus Pund within the

fiscal year., +-
411 of which assists in the establighment of policy and the

determination of priorities in policy formulation.

(3) Policy Management
(a) Departmental Management
3hifts in emphasls required to meet changing needs
in Canada have been displayed in executive poliocy goals, The
underlying principle of a need for control in management,
hiowever, haa not changed, Minlaterial direction of depart-
ments should aim for efficlensy and economy in the success-

ful implementation of policy objectives. Departmental

15 H, R, Balls, "Financial Control and Acoountability
of Canadian Crown Corporations”, C,P.A,, Vol, XXXI (Summer,

1953), p. 134,
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organization and effective control agencles play a large role
in achleving this goal. The problem for the Auditor General
in management control is, how does he ensure that accounta-
tility eontrols are fulfilled against a background of shif-
tiag emphasis ln poliey goals which influences hew the ex-
gcutive performs 1ts management role? An effective audit
relles not only upon reporting to the House for parliamentary
control but also upon the immediate correction on discovery
of miadirected management, His success will require "the
co-operation of administrative staffs: therefore auditors
should conduect themselves in a way that elicits goodwill and
assistance, "7

The cunceptlion of national “"development" as oon-
strued by Canada’'s early executive was not a policy that en-
visaged economy or efficiency as the watshword in management,
What was executively efficient was Judged not by static
reference to keeping within parliamentary appropriations,
but more 30 on what 1t socompliashed politically., Balancing
of financial rewards in terms of regional development was
the political mode of operation. Economy in management
during the 19th century was relegalied to a low priority in a

period when vast amounts of capital had tc be obtained for

17 Audit Office Guide, (Ottawa: Queen's Printer, 1958)
p. 2,
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transportation conatruction, Loans were frequently rellied
upon to supplement the fluctuating revenues of the past
cantury and often tha exact terms of the loan obtalned were
known only within the limited confines of the cabinot‘ls

Ministerial guide lines for departmental management
reasulting from this conception of policy were extremely
limited in scope, HMinisters to fit into John A, Magdonald's
concept of what a federal system should be, had become
ragional representatives and the cement that bound Cabinet
together was regicnal patronage, Cabinet portfolics were
regarded as havens of ministerial influence and auditing was
viewed with suspicion. Organization of departments mirrored
ministerial attitudes, and departments were constructed in
loose fashion to more readily dispense patronage and finanelal
rewards.

However, the executive still had to stand the soru-
tiny of the House, and so some method of control in manage-
ment was needed, The Minigter ¢f FPinance, being one of
several ainisters!? involved in revenue and expenditure trans.
actions, c¢ould not alone properly balance and co-ordinate

executive political decisions. Those funstions were to be

13 W, L, White, "Treasury Board in 19th Century Canada”,
op,elt,

19 Norman Ward, op,eit., p. 44,
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collectively assisted by the Treasury Board, The Board,
as well as bringing some semblances of order to executive
polliey, also provided that "political advantage might be
Judiolously dispensed without attracting undue legislative
attention "°°

‘This then was the backdrop against which auditing
in the 19th sentury was performed, Departmental auditing
from Confederation until passage of the first Consolidated
Revenue and Audit Aet of 1578 proved difficult. John Langton
who was responsible for the audit of government departments
vias & member of the Board of Audit and "was not only an
fuditor but until 1878 an administrative officer working
under a minister, and engaged in the exesution of governmen-
tal poliey" 2 It is not surprising that his observations
and recommendations for improving a lax system of management
in departments was shunted aside,

Canada's first Auditor General in 1873, John Lorn
licDougall, suffered no better fate than his predecessor.
His observations on the general conduct of government was al-
most a catalogue of what management should not display; care-

legs, dishonest practices by both administrators and minigters,

20 W. L White, "Treasury Board in 19th Century Canada”,
pg.cit,

21 Norman Ward, op,eit., p. 52,
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inadequate estimate form and poor executive departmental
reporting, to mention but a few, Not only was management of
departments inadequate, but McDougall, who had to organize :
staff and develop procedures for the audit, frequently com-
plained himself of the poor gquality and quantity of his own
staff which necessitated at times 0.1y a cursory appraisal
of departmental activities. He received but little help
from the executive control agenciea as gradually but with
nore fresquency as the century expired his recommendations
were over ruled by bhoth the Treasury Board and Department of
Justice. When the scandals of the 1890's displayed the gen-
eral corruption and mis-management of the departments,
McDougall found himself and his own office under attack for
the very things that for years he had been complaining about,
McDougall re-acted to these attaéks by even a more zealous
scrutiny of departments and an eventual petition to the House
of Commons for ald in audit duties. "Whatever else the
petition was, 1t was a vivid gcondemnation of one aspect of
ministerial policy by a public servant... ." 22 A gondem-
nation that met with even greater hostility by departments

until 18945, "the Audit office, for the first time, had been

22 1Ibld., p. 100,
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, &
defied by two separate departments”. 3

The handwriting was
on the wall for McDougall, and in spite of later activities,
vihich included writing letters to newspaper editors for sup-
port, the pressure and disrespect that hias office had sus-
tained, coupled with inecreased lack of support from the new
Liberal regime, made his resignation in 1905 redundant.

In spite of the efforts of both Langton and
McDougall, at the beginning of the twentieth century no
effective executive control had been established over the
management of government departments. McDougall's successor
of 1905, John Fraser, was destined to reap the fruits of past
futile efforts nourished by the expanding executive activ-
ities necessitated by the whaat boom and the later world
conflicet, Paradoxically it was Praser s almost passive-
attitude that helped mend the breach that had developed be-
tween the Audit office and the departments, yet the same at-
titude fostered the growing indepsndence of departments in
financial management,

In the first instance, hig attitude towards the
audit and departments was almost the reverse of his predeces-
sor. Where McDougall had never accepted the Department of

Justice as an authority on audit recommendations, "Praser

23 1ldem,
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vn the other hand, a&as a general practice, not only accepted
the opinion of the Department of Justice but sought them on

n2h It was thus possible for Praser, a

his own 1initlative;
former Civil Servant in the Depairtment of Pinance, to estab-
1ish a rapport between his office and that of the executive
vhich had not exlisted &n McDougall's day, As a result and
in spite of his early audit findings, the Auditor General
was able to enjoy a bhrief honeymoon with government depart-
ments,

However, the honeymoon was soon terminated as
departments continued thelr previous ways, and Praser's
reports began to acall attention repeatedly to weakness in
methods of plasing contracts and tenders, and a defective
purchasing aystem bullt upon a patronage list, His major
criticiam, as MoDougall had also noted, centered around the
practice of departments who, at the end of the fiscal year,
predated vouchers before goods or services were prowided in
order that parliamsntary appropriations would not expire and
then added any excess expenditures that aight result, to
the following year's estimates, With the first world war
these problems became even more orucial and taken together

with 2 multiplying stores acoount, which displayed little or

224 Ibid L J p . 12“ .
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no executive accounting control, it soon became evident even
to the previocusly disinterested executive that something
would have to be done, Once agalin the honeymoon was resumed
vith even the Miniaster of Finance requesting aid from the
fuditor in his dealings with the Department of Militia, and
the executive collectively pledging its assistance in manage~
ment control, Yet, just as the first honsymoon was short
lived, so was the second. In spite of obtaining some degrsese
of order with the establishment of the War Purchasing Commise
sion in 1915, gradually the incrsased war effort cauged the
executive to shift back into 1its old habits, and the struggle
for a co~ordinated management of departments received another
set back, But unlike McDougall, Fraser as hlis days in office
grew shorter seemed to resign himself to the seeming ilnevit-
able, and the audit itself became lax op several points,

With the death of Praser in 1919, the Audit Office
itself went into a period of decline , K, D, Sutherland,
Praser's successor, was never able to fully grasp the intra-
¢les and prodedures necessary for a satisfactory audit., To
aggravate the problem Sutherland himself was in poor health,
and after only a two year span, had to abandon the audit al-
:ogether for the sunshine of Florida, In the year that he

was absent, his duties were taken over by William Kearn, and
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although he tried to bring some control over departments,
his effect was jJust as unsuccessful as all his predecessors,
Then from 1919 to 1924, the audit offlce due to a lack of
sustained leadership declined steadily in importance at a
time when the executive was s0l1idifying its position With
the death of Sutherland in 1924 the Audit office obtained a
riew leader, Georgea (Gonthier, who was to lead the office
through the following fifteen years,

Gonthler started out with several severe handicaps.
Pesides the general deterioration of his office, he was the
firat Auditor General of Prench Canadian descent and was
viewed with suapioion by a predominately EBnglish Canadian
department system. He then had a twofold task even befors
he ocould actually start to obtain an effective audit, He
had to first establish some degree of mutual respect and
trust personally with the exeoutive and departments and
secondly upgrade his own office to position where it ooculd
satisfactorily perform its duties. In the latter goal, he
met with wome success as the office eventually became more
efficient and effective In relations with departments,
however, he was never able to completely overcome his lack
of rapport, yet he did achieve 2 better degree of co-operation

than had previously existed. As his predecessors, he
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continued to hammer away on weakness in executive management,
paying particular attention to the stores ascounts and the
inaffective lettar of credit system which allowed appropri-
ations to be constantly overdrawn. lHe was quick to point to
the inadequacies of the Act under which he worked and finally
succeeded with the co-operation and enlightenment of the
executive and parliament in the removal of the Act in 1931,
/As we have already noted earlier, the new Act clarified his
position and together with a highly centralized accounting
system aided in asudit responsibilities. With the addition
of Crown Corporations and public stores to his audit duties,
he was finally able to bring some eontrol to these previously
neglected areas although hig audit directions were drastic-
ally limited by the Act.

The search for responsible departmental management
finally met with success during the term of the new Auditor
(leneral, Watson Sellar, who replaced Gonthler in 1940 Ag
both a former Department of FPinance employee and Comptroller
of the Treasury he wasz well qualified to understand the objec- -
tives of departmental management and thelr problems 1in re-
lation to the audit. With the second world war in progress
he re-vitalized his office to mset the pressing needs occa-

sioned by the war in employing & continucus audit in
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departments, and helped to upgrade departmental internal ac-
counting procedures., Sellar also faclilitated parliamentary
control by shortening the bulky Auditor General's report into
nore coneise and meaningful document, In the post war perlod,
he plunged even more vigorously into the audit, paying close
attention to both Crown Corporations which had blossomed at

a phenomenal rate during the conflict and thelr subsequent
supporting acocounts, He, as Gonthier, realized the limita-
tions on his audit as presoribed by the terms of the 1931
Act, and constantly drew attention to that fact As a result
correcstion was finally achleved by the Financial Administra-
ion Act of 1951, The new Act enhanced his position and he
was able to call even more attention to the Department of
National Defence weakness in management, and that fact to-

gether with the Currie Report of 195225

aided in developing
a more precise accounting system in that major expenditure
department,

The achievements of Sellar in the poat war years
allowed the new Auditor General of 1950, A, M, Henderson, to

inherit an improved audit system built upon a more constructive

25 The Currie Report was the result of an anonymous
letter sent to the Royal Canadian Mounted Police alleging
dubious financial transactions at Camp Petawawa, one of the
zovernment's army camps. These allegations proved to be
true and caused considerasle repercussions in the Department

of National Defence,
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relationship wlth departments, "™his 13 not to assert that
the audit system itself was a perfect one or the improved
relationship with the departments was the sole result of
Ysllar's activities. Rather, the executive branch of govern-
nent had moved slowly during the preceding decades to & posi-
tion where management became a factor of paramount importance
in policy. The major contributing cause had not been any
sudden grasp of the principle of accountability that underlay
responsible government, but rather an awareness that in the
modern urban technologlcal age policy decisions had to be
hased ﬁpon reliable information and departments of governuent
vere a vital part in this process, Tightening of internal
control by the executive in the departments thus faclilitated
the audit, but the audit still was not yet a perfectly func-
tioning accountability tool. Henderson realized this and
moved quiekly to plug possible gaps in the audit process in
order to make it an even more effective audit., His first
consideration was to lmprove the audit staff itself by in-
creasing both its members and quality, In his mind the only
way to realize this goal was to remove the audit office from
under the reguirements of the Civil Service Act. A supposi-
tion he continually repeated to both Parliament and the

executive but unfortunately with no sucecess. He also
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ondeavoured to promote improved management by advoocating a
better estimate and public accounts format, After 1963 he
kept before the Public Accounts Committee and Parllament
those recommendations of the Royal Commission on Government
Orzanization that had been implemented by the executive and
those which were still to be put into force, In his Report
he added a series of appendlces which helped follow up his
songern for management and by 1955 these appendices included:

(1) Recommendations and Observations by the
Standing Committee on Public Acgounts not

yet implemented or dealt with by executive
action

(2) Summary of Bmployees of the Public Service,
by departments, Crown Corporations and
cther instrumentalitlies.......

(3) Summary of Expenditures by Standlrd Objects
for the fiscal year, .......

Related to Hendsrson's drive for better departmental manage-
nent, however, was in increased concern and interest in the
management of Crown Corporations and to which he made a

significant oontribution.zT

25 Auditor Generals R port, 1945, (Ottawa. Queen's
Printer, 1953), p. VIII.

27 Por a detailed acaount of the performance of the
Auditor Generals since Confederation see H, B. Ward, "The
Public Purse”, op.eit.
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(b) Crown Corporation Management

For many years prior to Henderson's incumbency,
Crown Corporations had been a recognized breach in the ac~
sountablility role of the executive to Parliament, Both Par-
liament and the exscutive accepted the general tenet that
the purpose of Crown Corporations was to free them from di-
rect ministerial control in order to achleve a supposedly
nore ideal service than could he obtained under the politi.
cal influence of ministers. Rxecutlve control of the Cor-
porations was to take the form of "appointment and dismissal
¢f members of corporate boards, issuance of ministerial
directiona, approval cr veto of certain corporate actions
and ... largely as a supplement t& the other powers ...

28 Yet this control in its essence

requiring information”,
was & general control and not designed in any way to inter-
fere in the day to day operations of the Corporationa, Min-
isterial responasibility was relegated to a limited supervi-
gory role over Corporations. Reasons for this typs of control
were fundamental}ly founded upon two assunptions, Pirst, that
Corporations were each & special case and were restricted to
& specific purpose so no formal or exact control apparatus

25 Lloyd D. Musolf, Public Ownership and Acoountabilit
(Canbeidge, Massachusetia: Hervard University Fress. 19597

Pp. 41«43,
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should be established over their activities except those
which could be most easily adopted to the Corporation's
unique characteristics, The second assumption followed from
the first, As the Corporations were formed for a specific
purpose, it was possible that the Corporation could find it-
self in competition with a private enterprise, (a viewpoint
whigch found expression during the debates over the establish-
ment of the Canadian National Raillway as a Corporation in
1919), and hence toc much contrcl might not only leave the
Corporation open to politiecal manipulation but alsoc it was
conceivabie that its business seosrets might be divulged
which would weaken its competitive position, As a result the
executive found itself in a rather unusual position, It had
to exercise some control over the Corporation yet it did not
wish to, or have day to day responsibility for their opera-
tions. 1Its relationaship to Corporations then was one of
limited detachment, Indeed, in a period when departments
themselves were their primary concern, they did not relish
adding any extra duties that would place them in a more vul-
uerable position in relation to the House. Expansion of
Crown Corporations during the thirties and the rapid prolif-
eration of Corporations during the sesond World war increased

their importance to such a position in the financlal life of
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the nation that past methods and viewpoints had to be sub-
stantially modified. The Companies Act of 1945 was & wesk
attempt in this direction, but it did serve notice to Corpore
ations that a greater executive control was in the making,
The moat obvious method, of course, was to increase financial
control over the Corporations and this was one of the princi-
pal goals of the Financlial Administration Aot of 1951,

Auditing for Parliament until 1951 was an unimpor-
tant factor for Crown Corporations, It was usually performed
by an outside auditing firm employed by the Corporation, and
vias treated as an ordinary business Corporation audit, The
Financial Administration Act, however, brought a greater
amphasis to some Corporations in the form of a parliamentary
accountability audit.

Sellar and Henderson were consequently the first
Auditor: Generals to possess an a&cquato legislative frame-
work to exsmine the financial activities of Corporations,
Roth were handicapped to some extent by the slze and quality
of their own staff and the need to establish some type of
audit system for Crown Corporations which by their nature
required a different audit than that of government depart-
ments, Sellar had developed a system of Corporation audit

by 1950 and Henderson was able to build upon 1it,
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He atated in regard to Crown Corporations that his
intention was to lssue

detailed reports addressed to the management of
departments, Crown Corporations and other agencies
«....These reports, patterned after those in wide-
spread use among professional acoountants in pri-
vate practice, outline the scops of the audit,

give a broad summary of the operations for the

year under review, analyze the financial results

in comparison with those of previous years and

make avallable to the management comments and
suzgestions regarding weaknesses in internal
control, savings that might be achieved and ;
other matters noted during the course of the audit.ag

Vhile this was primarily an audit which served a value for
Corporations and department management, he followed up his
‘orporation management report by ineluding in his Report
the Public Acoounts Committee information on
the origin of the Corporation and the nature of its
activities, and ... comments regarding the Crown's
equity in the Corporation, a summary of the oper-
ations for the financial year in comparison with
the preceding year, and any other matter which 1t
is thought might be of interest to the House of
Commons , 30
Examples of Henderson's increased emphasias on Crown Corpore
ations audit are readily apparent when comparing the 1970,

1953, and 1955 Auditor CGeneral's Reports. In the year 1940

29 Auditor General's Report, 1960, (Ottawa: Queen's
Printer, 19605, p. 7.

30 Ibid., 1954, p. T77.
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the report contained ten pages apecifically dealing with
Crown Corporationas, in 1953 the total had Jjumped to forty,
and in 1956 had edged to nearly fifty pages. In his reports,
he listed the Corporations which he audited as well as those
Corporations which were not included in his audit, Originale
1y in 1960, there were eight Corporations that were not
audited Py his office, but in 1951 with the inelusion of
"Canadian National (West Indies) Steamships Limited" the
total moved to seven, 8ince thit time, he has called atten-
tion to this fact and with the Public Accounts Committee in
agreement has sought to place the remaining Corporations
either completely under his audit or in joint partnership
With those auditors employed by the Corporations. In his
audit he has dealt with such diverse practices as feather~
bedding in Crown Corporations-® and the practice of the
executive in "treating amounts paid to Crown Corporations,
which do not have means to repay them as loans and advances

rather than expenditures of the croun."az

31 Ibid., 1955, p., 188,
32 Ibid , 1965, p. 229,
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CHAPTER III

PARLIAMENT AND THE AUDITOR GENERAL

Parliament exercises a thraee fold control over
executive finaneial poliey: through the process of author-
1zation of policy in the Committee of Supply, a later post
axamination in the Public Accounts Committee, and finally
by the Committee 's recommendation to the House. Parliament
seeks to keep the executive accountable to it,

requently the Auditor General is regarded as only
having a role to rlay in the latter two stages of parliamen-
tary control, However, this view is an incomplete understan-
ding of his function. What must not be lost sight of 1is,
that not only does hls Report serve as the initial starting
point for diacussion of the Public Accounts Committee, but
also that the Committee’'s recommendations should have some
heneficial effect on the ensuing stage of parliamentary
authorization, This reslistically completes the cirsle of
agcountability,

If the Auditor's role has been successful, his
observations will have found themselves embedded in the Publie

Accounts Committee recommendations to the House. When those

A5
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recommendations are actively pursued and adopted by the
whole House, thers should be a salutory effect on the Com-
nittee of Supply, in that Parliament's members will possess
a more knowledgable understanding of the total government
financlial poligy and bs better ahle to survey the proposed
executive expenditure proposals in the committee of supply

It does not sppear that this salutory effect has

been evidenced in the Committee of Supply.

Authorizetion of Financial Poliey

(1) Committee of Supply

"The sole function of this committee is to grant,
reduce, or refuse theézmongys resquested by the gavcrnmcnt.“l
This fune?ion is lnfluenced by methods and procedures adop-
ted by the committes. Sinee Confederation, the Committee of
Supply has not substantlally changed its methods of proceds
ure although the details have varied, in spite of the enor-
mous increase in government business. On first appraisal,
it would appear that the methods &nd procedures must have
been fairly succeessful in surveying proposed executive fin-
ancial poliey. Yet this is far from the case, The Committee

of Supply has suffered from both inadequate internal procedures

1 J, Bourinot, gp.,eit., p. 43,
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and a poor grasp of the underlying principle of accountability
by 1ts members,

Presently the parliamentary authorization of supply
hegins in the early part of the year when the estimates are
placed before the Houge of Commons by the Minister of Pinance
together with a measage froam the Governor General, On a
motion from the Minister of Finance the estimates go to the
sommittee of Supply, a committee of the whole Houase, where
they are conaidered by the members,

Motion to go into the Committee of Supply, however,
has been affected by the "ancient doctrine, that the redress
of grievances is to be considered before supplies are granted” .?
This m@ant, that when the government wished to introduce a
motion to establish the Committee of Bupply, it was faced
with the faect that the motion was debatable and further that
when department estimates were to be introduced in the com-
mittee, these motiona too were debatabdle.

For the first seven years of the 1life of the
House varicus formalities were necessary before

supply eould be voted. The House resclved it-
self into committee to consider the portion of
the Speech from the Throne which related to
supply. The committee sat and declided that a
supply should be granted to her Majesty, It
reported this resolution to the House whigh
then, by resolution agreed. As a final step

2 1Ibid., p. 49,
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the House agreed to resolve itself on a future

day into committee to ¢onasider the supply to be
granted to Her Majesty. It was this final motion
which established the Committese of Supply.3

This practice was 0 ¢omplicatsd, ineffectusl and
time consuming that almost unanimously in 1874 members ac-
cepted a change in procedure introduced by the Minister of
Finanoce., In 1876, the alteration was made a standing order®
of the House and thereafter required that only one motion
be made to eatabligh the Committee of Supply.

Howsver, the 1876 proocedural reform did not alter
the practice whareby each of the departmental o-tinaton sub-
nitted to the committes was subjeet to a motion which could
be dsbated at great length, Indiscriminate usage of this
power by the members of the House consumed a great deal of
Parliament's time and the opportunity to hamper supply was

practically unlimited.’ Partial remedies afforded in 19136

3 W, P, Dawson, opyeit., pp. 212-213,

4 Standing Order 55,

5 W, P, Dawson, op.eit.

6 By this rule the committee eculd go into Supply on
Thursday and Priday of any wesk without a prior motion,
However, the government could only submit those departments

whieh had been called for on the other three days of the
week.
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and 19277 had the effect of only postponing the essential
problem of getting on with the business of examining esti-~
mates., A rapid inersase 1n governmental activities during
the period following 1927, however, compslled a modification
in the time consuming procadure involved in debating esti-
mate motlions. In effect the anclent prerogative of griev-
ance befors supply had to be brouzht into harmony with the
time requirements needed for appralsal of estimates, Yet
it was not until 1955 that new rules were initiated,

By the new rule there were to be only six motlons
made at each session for the Speaker to leave the chalr and
for the H.use to resolve ltself into Committee of Supply.
Now, on the Pirst motlion, six departuments are called, and
on each of the next four motions three departments, until
finally on the last motion all remaining departments are
called, At the same tiume, the,pericd when supply could be
consldered was gxtended to three days a week, On those days
the House may go into Committee of Supply without formal
motion and preliminary debate,

But even these belated reforms proved unequal to

7 Because of the growth of third parties after 1920 a
revision had to be hade in the process whereby a sub amend-
ment could be introduced for the Speaker to leave the Chair
and the House to go into Committee of Supply. A point that
was long and keenly argued from 1920 to 1927 by minority
party leaders,
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the task of meeting the time requirements necessary for the
conasideration of governmental programs necessitated by the
nodern positive state, Rffective parliamentary time allot-
mant become the central problem in government, S8Subaequently
in 1965 procedural reforms were introduced into the House
and revised the time allowed for consideration of supply:

By far the most important allocation-of-time rule
in the new reforms is ,... the limitation of the
business of supply in each session "to" not more
than 36 days" .... This 36 day limit on Supply
forces the Opposition to diseipline itself -+ to
allocate time fairly among the Opposition parties
in the appropriate issues .... The 36 day limit
does not materially lengthen or shorten the weeks
in an average session, It does in fact provide
for more hours than the House normally takes on
Supply, sinee the luncheon and dinner adjustments
are now abolished, This provides (in pre-1955 t
terms) 49 days of dehate (which) is a substantial
amount of time,.....

What 1s even more crucial to parliamentary sorutiny
of executive estimate submission is the actual prosedure em-
ployed within the Committee in examination of the estimates.
The Procedural process has remalined virtually the same since
Confederation with individual uinisters usually given the

responsibility for steering their estimates, presented on the
basis of objects of expsnditure, through the Committee and

defending and explaining their financial programs to the

8 Paul Pox, (ed.), Polities: Canada, (2nd ed.) (Toronto:
MeCraw, Hill Company, 1966) p. 267,
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Committee members.

Explanation of estimates is hindered by the poor
form of parliamentary estimate submission, and also on many
ogcaalon Ministers have been more interested in defending
than explaining their programs to the boanittoc. As a result,
members ars Lrequently left without much information upon
which to assess & knowledgeadble ¢ritique of proposed financial
policy as found in the estimates,

Committes members, however, share a great deal of
gullt for the state of affairs. As the committee 1s a com~
mittee of the whole House, individual members are given more
freedom in debate, Judicious use of the freedom is often not
evident as members are quick to use the privilege not to
exanine the estimates in any integrated fashion but rather to
seize upon particular segments which can best be used to fur-
ther their local constituency support. Coupled with inade-
quate estimate form, estimate appraisal has been a hit and
miss proposition, PFurthermors, estimate conaideration by
members has suffered from an overly zealous oversight of the
estimates submitted in the earlier stages of the session with
the result that these estimates have dragged on until there
i3 little time left as the session draws to a close for an

sdequate examination of remaining estimates,
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Aggravating the problem of estimates serutiny has
been the inoreasing use of interam supply and supplementary
estimates by the executive. Interm supply was originally ine
troduced in 1891 to allow the executive to have sufficient
funds to Qarry on its programs while the main estimates were
being considered by the House, Granting a partial percentage
of the funds requested in the main estimates, however, was
not to detract from the power of the House to alter the
executive estimate proposals, Yet it did in fact lessen par-~
liamentary control over governmental finance as:
i1f members had a cure for reducing or eliminating
any particular amount in the estimates, the case
was sensidbly weakened by the automatic granting
of sufficlient funds to carry the relevant service
for another month or two at the level planned by
the exssutive,S
Supplementary estimates which were introduced to
cover the unexpseted and unforeseen increase in costs of a
particular government activity also have weakened parliamen-
tary consideration of the esatimates, The original intention
of these additional estimates was that the executive was not
to use the funds for expanding services, but it was soon

ghort circuited, as the executive in the 1870's began to rely

rore and more on theae estimates for their prograas.

9 N, ¥Ward, op,oit., p. 229.
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Additionally, supplementary estimates spawned further supple-
nentary estimates until in 1510-1611 "the Liberals offered
Farliament no less than seven sets of o-timato-“.iO That
the problem has not diminished is evident by the statement
in 1960 of Alan MagNaughton, the Chairman of the Publie
Accounts Committee:

At one time & request for supplementary estimates,

short of an emergendy, was sonsidered a black mark

against the department and a failure to properly

estimate the needs, Today this attitude is chang-

ing and the granting of supplementary estimates

tends to become more and more routine, ll

(2) Select Committee on Estimates
Because of the time problem in estimates sorutiny

as noted in the Committee of Supply, the suggestion for a
Committee of Estimates has been a subjeot of interest to
most parliamentarians. In 1924, a first cautious step was
taken when estimates of the Canadian National Railway and
Canadian Merchant Marine were sent to the Committee on Rall-
ways and Shipping, Owned and O.erated and Controlled by

Government, In 1946, estimates of External Affairs were sent

to the Standing Committee of External Affairs, Thés it was

10 1Ibid,, p. 230,
11 Alan MacNaughton, "How the Public Accounts Committee

Functions”", Canadian Chartered Acgountant, ¥ol, 70, No, 3,
(September, 1960), p. 223,
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twenty years before the next seleot commlittee on estimates
was established., The divergence of opinion in forming a
Special Committee for estimates can be easily noted. It was
a subject of special consideration in 1944 and again in 1947,
In 1944, 1t was the opinion of a parliamentary committee which
studied the problem that it "did not think 1t would be advis-
able to change the present systom”.12 while in 1947 it was
felt that parliament "should explore the desirability of
establishing a Standing Committee on Eatlmﬂtos“.ls Again in
1950 the Standing Committee on Public Agcounts stated:

This method, Committee on estimates, would not in
the opinion of your Committee substantially improve
the system we follew at present, Your Committee
further considers that it is of vital ilamportance to
our system of responsible government not to take
any steps that might oontribute to decrease the
sense of ministerial responsibility and increase
the already too large influence and power of
bureaucracy, which might well be the result of
generalizing the practice of going down to the
eivil service for information, we have a right to
expect from the member of the Cabinet responsible
for the admlgistration of a department from his
Parlisment, )

In spite of this conagern, three Special Estimate

Committees were establighed in thes following years., Prior

12 Publie Accounts Committee, No, 25, (June 15-16, 1950)
p. 952,

13 1Ibid,

14 1Ibid.
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to 1958 all of these special estimates committees were limited
by the provision in their composition that "nothing in this
resolution shall be eonstrued to curtall in any way the full
right of discussion in Committee of Supply".l5 An expression
of what the committee should have heen fundamentally trying
to avold,

Along with the rules cutlined in 1955 to speed dis-
cussion in the Committee of Supply it was proposed that a
ppeclal committee on estimates be formed to‘rurther facilitate
estimate examination, The new committee was a2 miniature
of the Committee of Supply, but it had no right to select
the estimates for examination or summon witnesses or documents
8s the British did, 1In addition, the government kept the
Committee's power to a minimum, not only by selecting the
estimates to be submitted to the sommittee, but alsoc by showe
ing a reluctance to submit estimates of the more important
departments, BEven when the estimates of the more important
departments were c¢onsidered, and indeed even some of the
lesasr ones, the Minister, 1f he so felt might come to the
commlttee, answer those questions he wished and tended to
dominate hhe committees. Obvicusly the new special gommittees

were only a slight improvement.in estimate consideration,

15 N, Ward, opeit., p. 260,
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(3) standing Comnittee on EBstimates

Speoial committees were replaced in 1958 by a
gtanding committee consisting of sixty members. But as its
predecessors 1t examined only those estimates which were
submitted to it and had only an advisory rcle., It was, how-
ever, "empowered to send for persons, papers and records and
summon outside witnessess".l6 Although the latter power was
held by the committee to be outside its purpose and was not
used, Yet it dld achieve a fairly detallsd examination of
those departments which were submitted to it, Probably its
rreatest sontribution came in "the breakdown of one huge
single vote for national defence into nearly twenty votes...
10 1958" .17 Hevertheless, it still did not save a great deal
of time for the Committee of Supply because of its advisory
nature and was unable to reduce any proposed expenditures in
departmental estimate submission, It was obvious that further

changes would still have to be made,

(4) Punotional Standing Committees

The 1965 progedural reform in Parliament established

16 J. 8trick and W, L, White, "Politics, Policy and
Treasury Board", op,eit., p. 187,

17 Norman Ward, "The Committee on Estimates”, C,P,A,,
Vol. VI, No, 1, (March, 1963), p. 37.
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twenty-one Standing Committees which could examine the estim-~
stes of departments, 8Size of the committees was restricted
go that most committees oonsisted of twenty-two members and
it was hoped that this reduction in size would lead to a
more thorough diseussion and appraisal in the committee,
Departmental submission to the c¢ommittees was to be alloecated
sccording to function, This meant that departments such as
the Department of Finance and Department of Trade and Com-
merce would be submitted to the same committee, and 1t was
hoped by 80 doing to have & more expert body than had existed
before in previous committees. These comaittees were inten-
ded to do the maln work in serutinizing estimates so as to
free the Committee of Supply from spending unnecessary time
in re-examing estimates which had been reviewed in the Come
mittees, This was a substantial and important departure from
past practices of former estimate committees,

It is apparent that authorization of supply has
suffered from several defeets which have not permitted the
House to obtain a thorough and systematic review of the esti-
nates, This inadequate serutiny of executive estimate pro-
posals has hindered the effectivensss of the Auditor General,
Fmployment of poor methods and procedures in the legislature

did not permit any concise and meaningful articulation of
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what the Commons wishes and intentions were, in relation to
estimate proposals, Therefore the Auditor had to rely basi-
cally upon his own Judgement to amcertain what the intentions
of Parliament were when he applisd his audit to the later
management of departments which embodied those estimates.
Consequently the Auditor started with an initial disadvantage
e could only fall back upon his interpretation ¢f the intene
tions of the House rather than point to a ¢learly outlined
viewpoint expressed by the House during eonsideration of
estimates,

Probably the greatest weakness resulting from in-
adequate estimate review by the House, however, manifested
itself in the actual conduct of the three types cf audits
used by the. Auditor General. Appropriation auditas suffered
because poor estimate review lifted the onus off the execu-
tive to formulate precise estimate requirements which are
necessary for a proper approprlation audit, Additionally,
this lack of precision in estimate formulation tended to
nake departmental organization much more lax, As a result
the Auditor General's audit of authority was much more dif.
ffAicult to obtein, Difficulties in both audits severely ham-
pered the compultation of the acsounting audit but at least

in this instance the executive was in agreement that the

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



79
tooke should be balanced.

The value of the types of audits employed by the
fuditor could for the most part be limproved only by executive
action as long as estimates wers being poorly serutinized by
the House., This fact taken together with the previously mene
tioned poliey goals and their methoda of implemsntation by
the executive made actual effectiveness of the audit extreme-
ly difficult to accomplish,

Yot the trend, in spite of these weaknesses, could
be reversed if the Publiec Accounts Committee performed its
function satisfactorily and was willing and able to take up

the slack left by the House in authorization of supply.

The Publiec Ascounts Committee and the Auditor General
(1) Government Departments and the Committee

As noted earller each and all of the Auditors
(leneral have pointed to improper executive management in
departmental finaneial poliey. If the Auditor is to be
successful in stimulating corrections by Parliament in de-
partmental management, he will need the initial so-operation
of the Publlic Accounts Committee, Therefore, it is of no
ninor importance that there should exist an effestive rap-
port between these two parliamentary agents, There is a

shared responsibllity between theam that must be bound

UNIVERSITY OF WINDSOR LIBRARY
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together by effective co-operation. Yet the greatest share
of the responsiblility for keeping the executive aceountable
rests with the committee as it has the prime responsibility
ffor converting the auditor's observations into a program of
recommendations that can be acted upon, Members of the
committes should possess a knowledge and interest in the
subject beforetthea, and even more important a grasp of the
ossential purpose of the committee, that of achieving execu-
tive accountability, What influences these pre-requisites
is both the particular political situstion within which it
functions and the structural composition of the committee
itself,

Except for sparodic efforts the Public Accounts
Committee until early in the 1950's had not fulfilled its
functions of "backing up the Auditor General ..., and gener-
2lly to bring about improveaents in government aecounting
preecdur'-".la Principally this sorry rsccrd has been the
result of both the structural composition of the sommittee
itself and the attitudes of the individual members of the
committes resulting from the political situation within which

they funetion,

18 J. R, Mallory, "Tne Uses of Legislative Committees”,
gg?ngo v°1' VID !lo. 1! (Mhl 1%3)0 p- lQ.
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(a) Structural Committee Defects

Membership in the committee has been hampered by
two features, size and representation,

Size of the committee is of particular importance
in that it 1s desirable that its size should be limited to
guch a number that it can effectively scrutinize executive
financial management, Unfortunately large committee sizeld
has often handicapped this goal, From a relatively compact
twenty-one members in 1867 the committee had mushroomed to
an unmanageable ninety-seven members in 1892, and even with
partial relief afforded in the following year, continued for
nost of the early part of the twentieth century to remain at
over sixty members and in 1911 managed to reach eighty-five,

Added to the unwieldy committee size was the related
problem of representation within the committee, From Parlia-
ment's early intention of placing experienced members on the
committee it moved further a field to a position whereby
freshmen members of parlisment in 1911 formed a substantial

percentage of the committee membership, Alsc regional.

representation dealt a further setback to the Committee as

(ntario tended to dominate the membership, and in 1882 somposed

19 Even to~day the P,A,C, consists of f£ifty members.
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almost one half of the committee membership. Oonsequently,
specific area representation entered into the Committee and
hampered its effectiveness by giving the committee a partiocu-
lar geographic viewpoint that was often seemingly employed to
the particular disadvantage of Quebec, A belated side effect
of this unfortunate eircnmstance was that following the elec-
tion of 1917 the tables were turned and the majority of the
Committee came from Quebec, which helped in accenting the
demise of the committee as the Quebec members had nelither
the experience or inclination to deal effeatively with the
Public Accounts or Auditor General's report,

In addition to the problem oscasioned by the large
size and representation within the committee competent and
thorough discussion in the committes laboured under the
vweight of inadequate internal procedures, Often considerabdle
time was flittered away in argument and debate over the
sctual procedures that were to be followed within the com-
mittes so that much of the members' energy was dissipated
and left little time for actual examination of the Auditor's
report, In the periocds when procedures were thought to be
sufficient, members then used the bulk of their time not to
systematically examine theAuditor General's report but rather

to delve into isolated areas that could be most suitably
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smployed for local conatituency use or general political
ajvantage,

A contributing fasctor to the latter habits of mem-
bers was the progedurse whereby the comaittes sat in pudlie,
It appeared to invite individual wmembers to search for "sean-
dalous” activities that sould be used to obtaln maximum pube
licity for both the individual and party, This in turn
offers much in explanation as to why members wers not partice
ularly interested in Auditors' proposals to cut down the sisze
of their bulky reports into a more concise and systematic

explanation of exscutive departmental mansgement,

(b) Political Influsnoes

Mang of the structural defests within the Publie
Jecoounts Committes were not the result of chance, but rather
the result of the fundamental element underlying most parlia-
mentxry committees; that of the political atmosphere itself
within which they operate,

At Confedeaation and for a few years thereafter the
committee was & non partisan body which was agtively interes-
ted and ooncerned with the aanagement of government depart-
nents., This was possible beeause it was a period during whieh
the "executive had not yet assumed sontrol of virtually
overything, either direct or through the slavish support of
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its majority in the common-“.ao Thus in its early years the
committee was 2z fairly able body that endeavoured to ascquaint
Parliament with the results and effects of executive finan-
clsl management, Yet the atress on observing produced the
roots of one of the sericus weaknesses in the Publie Aceounts
Committee. In pressing its role as an observer, it neglested
the crucial function of sheeking back to see whether its
recommendations had been followed by the executive,

But after 1878 a gradual change came over the Come
mittee, With the Conservative party remaining in office for
the greater part of the nineteenth gentury, the ecommittee
slowly declined in importance, During the era of Macdonald's
policy of economie expansion, rooted in patronage, several
of the political characteristics of the time found themselves
transmitted into the committee, Patronage and expansion as
sdvocated by Macdonald meant loose departmental management
and invited opportunities for thelr explolitation by the
Opposition, Aa a result, Opposition members began to snipe
awsy at the more vulnerable targets of the government depart-
ments resting on patronage., But patronage had the eonverse
effect on government members of the committee, They knew

that patronage rewards depended upon their support of the

20 x.’Ward, "The Publie Purse”, op.,eit., p. 50,
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government, and so did not look kindly to attacks on departe
ments in whieh they might have a stake, The goal of exscu-
tive acoountability then was perverted into a struggle bhe-
twean two opposing factions, and consequently partisanship
was rife in the sommittes by the end of the 1880's,

Even in an era when patronage was an acscepted way
of 1life, vague departmental guide lines were bound to mani-
fest themselves in some degree of financial salamity, The
outer limit was first reached in 1891 when the full story of
dcpartﬁantul corruption rocked the government and ushered in
the great scandal hunt, A period made to order for the min-
ocrity opposition party, yet coming at a time when they were
least able to pursue a consistent and vigorous exsamination
due to internal party dissent occasioned by the Riel affair,
Since a great deal of the scandals were in Quebec, committee
sorutiny was further weakened by the predominately OnBario
character of the body whish tended to conceal the true nature
of their observations behind an anti-Quebec smoke screen,
The exesutive made the most of the divisive character of the
committee, and by use of its ministers in the committee
hampered and harrassed the body, dampening whqro possible a
thorough scrutiny of executive departmental acsountability.

By the end of 1896 it was evident that in spite of the
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corruption existing in departments, there was no body inside
or outside of Parliament that could keep the executive
asoountadble,

At the beginning of the twentieth century the conm-
mittee then had devaeloped several deficiencles which were to
plague it in varying degrees for the next half century, Among
the more serious were: 1t tended to equate scrutiny of the
Aaditor General's Report and Public Aceounts to scandal hune
ting; serutiny of the two documents was regarded as an opposi-
tion role; ministers could be used to dominate the meetings;
and it viewed itself as only a reporting body and neglected
any follow up,

Politically, elections affected the Auditor General
to the extent that:

when & political party is viotoriocus at the polls
after a period in opposition, a zealous auditor at
first enjoys something akin to a presidential honey-
moon with the U,.8, Congress; but as a party's tem
in office lengthens, and suditor continues to be
V°P“1§f with the ainistry in inverse ratio to his
zeal,*
It might be added that the same effect held true for sarly
Publie Accounts Committees,

Except for scattered periods of time such as in 1906

21 Ibid., p. 114,
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to 1911 and briefly during the first world war, the committes
lagged behind in maintaining exeocutive accountability, The
result was that from 1917 to 1921 the committee became vir-
tually dormant,

In the first four years of the 1920's the decline
of the Publie Acscounts Committee was hastened by the fact
that for almost one half of the pericd the audit office it~
self was vacant, Thus the Public Ascounts Committee grew
even further away from the Auditor General in a period when
the executive was retrenching, and a revitalized ocommittee
could have offered much to ensure departmental ascountability,
Aggravating the decline of the committee was the elestion of
1921, The newly elected Progressives caused a redistribution
in the eomposition of the committee and the Liberal govern-
want found it only had & majority of thro§ menbers on the
body whiah in itself was reason enough for the governaent to
reduce its activities even further, Aas 1t was the executive
once more took the prineipal onus for solidifying its position
snecording to the ground rules thét it had itself established,
Even with the later appointment of Gonthier, little re-juven-
ation took place within the eommittee for the additional
reason that he was Prench Canadian, and therefore suspected

by the committee, Indeed, in the period between 1921 and
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1939 the committee met only in five of the years and c¢ontrie.
buted nothing of substantial importance in maintaining execu-
tive accountability. The poor relationship that had developed
and esontinued to develop between the two agents permitted in
the 1931 Audit Aet:

the ultimate trensfer to centralized executive

control ,,, a number of funations whiech in

Britain were discharged by the Public Aceounts

Committes, working either alone or with the 6o~

operation of the Treasury, 22

During the second world war it was not until 1943

thet fellar, the new Muditor (eneral, was able to bring hils
report before & more vitalized and "revigad” Public Aceounts
Committee, This committes was an important atep on the road
to exesutive asccountability in spite of the fact that it
gontinued its past prastice of neither ascepting nor re-
Jecting the Auditor's obhsgrvations on departasntal mansge~-
sent, Its importance lay in the fa¢t that

for the first time in more than a quarter of cen-

tury the committee met seriocusly with the Auditor

General to gonsider the ascounts and for the first

time in longer than that d4id so for two eonsecu-

tive sessions,

Prom this time forward the Public Accounts Com-

nittee began greadually to improve in both strusture and

22 1Ibid,, p. 170,

23 Ibid,, p. 199.
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and relationship with the Auditor General, V¥ith the exper~
isence that members gained during the war especially on the
"Committee on War Expenditures”, it entered the post war
years with an understanding and zesl on financial managenent
1ot before witnessed in parliamentary eontrol of finance,
Unfortunately, the poat war zeal did not immediately manie-
fest ltself in the committes, as for several years between
1945 and 1950 1t did not bother to mest, But better days
vere in store, An acceleration in the process of re-juvene
ation within the committee is evident after 1950, 1In 1950
the newly proposed Pinancial Administration Act was sent to
the committee for its study and together with the Auditor
General it perforamed a competent examination of the bill
mnaking recommendations pertaining to Crown Corporations
vwhich were ingorporated in the Act, After the 1952 medting
the Pu&lie Acgounts Committee was dormant onece again for a
period of four years, but what i1a significant is that in
spite of these pericds of non activity, the eommittee when
it did meet woriced together in basie harsony with the
Auditor CGeneral, In 1958 following the reversal of Liberal
fortunes in the preceding elestion the newly elected Pro-
gressive Conservative party, after decades in the elestoral

vilderness, turned to the sommittee, and one of its first
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innovations was the appointment of the Chairman from the
opposition party. That event helped transform the eommittes
into a less partisan body, and alleviated the weakness dis-
played after post election reversals when the government by
virtue of its majority in the Committes sought to embarrass
the previous administration, The increased stimulus on non
partisan behaviour in the committee taken together with the
working relationship that had developed betwesn ths two
parliamentary agents brought & new spirit into the ocommittee
during the 1960's, One example of the new spirit is found
in the use of subcommittees. As Balls noted,

Although usually, the Committee meets as & whole
to consider the matters referred to it, it has
from time to time made valuable use of subeom-
mittees, notable examplea beinz those set up in
1882 and 1909 to study and revise the balange
sheet in Canada, Again in 1961 two such sube
sommittees studied and made recommendations, one
on the form of the Public Accounts and the other
on the form of the Batimates, In each gase,
reports based on the work of the subcommittees

vas pressnted to the House of Commons and served
as the basis for significant improvements in these
documents .24 /

Prom the preceding it 3s evident that the Public
Ascounts Committes for the greater part of the past sentury

was unable to perform its proper role in attaining executive

24 H, R, Balls, "The Public Acoounts Committee”, C,P,A,
Vol, VI, No, 1, (Mareh, 1953), p. 24,
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sccountability for government departments due to both struce
tural and politisal defeots, A significant shift for better
sccountability took place in the 1960's and that movement 1is
closely related to the other great srea of parliamentary

coneern, Crown Corporations.

{(2) Grown Corporations and the Public Accounts Committee
Passave of the Financial Aduiniatration fct gave

the Publle Accounts Committee its first real opportunity to
exanine the affatrs of Crown Corporations, While some
corporations were still to he examined by select committees,
the majority of the corporations were placsd under the pro-
visions of the Aet, and zave the committee a chance to sys-
tematically examine the ¢orporations included, Examination
wag facilitated in 1952 when the previous practice wherebdy
the aceounts of proprietory and agancy corporations had
been scattaersd throughout the Publice Accounts was disgone
tirmed and from that date forward formed a aeparate volume
in the Public Accounts, Yet while there was a latent inter-
est in the committee to examine corporation aceounts, the
committee was handicapped by time requirements, Increased
volume of government bhusiness still required considerable
comulttee time to be spent dealing with departmental aecounts,

While the committee members atteapted to go through the
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gsection on Crown Corporations, paragraph by paragraph, little
depth could in reality be given to their study,

In 1956 roughly two hours was spent in questioning

the Auditor Gensral on the section of his report

dealing with Crown Cerporations, and two officials

of the Departument of rinancg ucs! questioned for

an additional hour and quarter,
Part of this problem was that until 1951 the Auditor General's
report itself eontained "very little comment upon the affairs
of the Crown Corporstions"25 but instead dedicated itself
to the limited statutory requirements outlined by section
37 of the Financial Administration Ast. However, when
Henderson was appointed Auditor General, he immediately be~
gan to include comments on corporations affairs to supple-
ment the information ocutlined in the Fublic Acscounts, As a
result the ¢ommittes was sble, with the help of the auditor
acting as an interpretor of the diverse and complex affairs
of the gorporation, to spend nore time in delving into the
operations of these bodies and in considerably more depth
than had been asgomplished before, In 1960, it examined two
corporations at length and touched on a third, and in 1960

1961 was able to maintain surveillance of two sorporations,

25 L, Mmusolf, op,eit., p. 119,

26 C, A, Ashley and R, G, H, Smails, Canadian Crown
Corporations, (Toronto: Mascamillan Company, 1968), p. 37.
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but increased its over-all examination to seven, In 1962,

the committee held only one meeting due to the dissolving
of Parliament:

and in 1952-1963 no Crown Corporation:was dealt

with except that, in the latter session, & special

point in eonnestion with the Canada Council was

discussed .., In its final report for 1963, the

committee requested the Auditor Gensral to report

to it on astion taken by the various government

departments, Crown Corporations, and other ageneies

towards earrying out its recommendations and in

1964 1t discussed with the Auditor General what had

or had not been done 27

Parliament and the Public Acsounts Committee
As noted earlier, the central igsue in executive

ananagement agoountability to Parliament boils down to whether
the sommittes construots recommendations that ean be acted
upon by the executive and whether Parliasment will enforce
the wishos of its committeses. While the Pudblic Acecunts
Committee has in several instanges turned in quite effeotive
reports and resommendations for Parlisment, it has been for
the most part unsud¢essful in having those recommsndations
implemented. The roots of the problem go bask into the
aommittee's early history where it construed its role to
be that of an observer rather than an agtive participant

in ascountability. Consequently for the greater part of

27 Ibldcl P- 79-
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the century it has relied upon the good will of the executive

for gorrection of blatant management defects, While oceaws
sional rumblings could be heard from with the House on the
sieakness of this system, it was really ohly with the 1963
Publiec Accounts Committee that Parliament united both the
observor and participant funetions nesessary for the goal
qr exscutive agcountablility, This is undoudbtedly a pathetis
record but it must be remembered that the two functions
¢ould not in reality be combined until the Publie Acgounts

| Committee perforusd a esonstant and systematic observation
of total government agcounts and Parliament as & colleetive
body was interested and knowledgeadble enocugh to sustain a
grasp of executive finance. The two coriteria must be present
together, The essentials of the latter requirement, interest
and knowledge, were reached during the seeond World war and
combined later with the former oriteria, an effective Pudblie
Resounts Committee in 1963, As a result, in the following
year there was added to the Auditor Oensral's report "Reo-
ommandations and Observations by the Btanding Committes
on Publie Acsounts not yet implemented or dealt with by

axecutive lntion“.zs Since that time Parliament, the Public

28 Agdigog General‘'s Report, (Ottawa: Queen's Printer,
1964), p. 156,
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ficcounts Committes and the Auditor Oeneral have all been

aoctively engaged in seeing that the observations and reo-
ommendations made by the committees are put into prastioce

by the exeoutive, but yet at the end of 19566 there were still
forty recommendations that had not been implemented or satis~
fastorily explained to the House, It does not appear that
oven to-~day the ultimate goal of exesutive acoountabllity

has been fully reached,
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CHAPTER IV

POLITICS AND THE AUDITOR GENERAL

It is apparent that the Audltor General has for the
most part been unsuccessful in his role as an agent in maine
taining responsible government. Indeed, even presently,
responsible government is not a complete reality, Reasons
for this particular state of affairs are inter-related and
intra~gonnected, but all are the cconsequence of the unique
charaster of federal politlios in Canada, Only by firast
delineating the political setting can the limitations of the
Auditor General in responsible government be comprehended.
To achieve this end it is necessary to first clarify the
"congept” of "politiscs" and sedondly to observe how "poli-
tics" as interpretéd and practised in C:znada have effected
the Auditor General and responsible government, Bernard
Crick has postulated that:

Politias oan be simply defined as the activity
by whieh differing interests within a given unit
of rule are conciliated by giving them 2 share

in power in proportion to their laportance to the
welfare and survival of the whole ecommunity.l

1 Bernard Crick, In Defence of Politica, (Harmonds-
worth, Middlesex, Bngland: Penguin Books, 1964) p. 21,
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Canadian politios when interpreted in this light has meant

that within the federal structure which limits the "unit of
rule”, "the welfare and survival of the whole eonlunity"a
would be achieved by allocating power responsibilities for
geographic regions through the use of cabinet ministers,

This interpretation of politiss by Canadian govern-
ments has affected the practice of federal politics in Canada.
Demands from the populase, expressed through their parlia-
nentary members, have been filtered and converted into
"inputs" by the executive to obtain regional policy "outputs"”,
By 20 doing, the governments were able to reinforce spesific
area support received at the polls and also by dangling
prospective rewards to those areas of the eountry who re-
mained outside of their party, woo future support, Thus
party support could be solidified and extended whers neces-
sary. Balanoing of loeal rewards was a brokerage function
of the parties and it hecame an important element in Cana-
dian politics,

It was the executive branch of the government
which was given the power by the B,N.A, Act to use the

brokerage funotion due to its c¢ontrol of priorities in the

determination and formulation of poliey. What is significant

2 Idem,

i————
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18 that the "union of power" principle of the Canadian par-

liamentary system has been largely negated by this practice,
Parliamentary members outside the confines of the Cabinet
have been predominately viewed by the executive as partice
ipants in & debating soclety necessary merely for the au-
thorization of policy, Where parliamentarians have suffered
iz that in having no direct control over priority selection
of regional programs they have besn forced to opt for ine
direct control., This has meant that members of the govern-
ment party by supporting poliey advocated by the exssutive
barter their support for regional policies in hopes of ¢b-
talning future area support for their own local constituensy.
The opposition is put into a position whereby, if they pro-
test against government policy too fervently, their stand may
be used against them by government supporters as an anti-
regional feeling or conversely sonstrued as only a parochial
viewpoint, Consequently both the opposition and government
nembers individual volces are muted,

Regionalism has also infected the management of
poliey, Regional poliocles as noted earlier are the respon-
sibility of ministers, but the balansing of reglonal rewards
requires a brokerage function within the executive itself,

Cabinet collectively determines and prepares ths polley, but
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the remaining administration of policy umuat be co-ordinated

if the brokerage function is to be successful, Therefors,
an executive gsontrol agency such as the Treasury Board |
somposed of the more powerful wminlsters, by balancing the
brokerage function between competing government departments
sets the standard of administration that will be followed by
the government in management of poliay.

’,Both the interpretation and praoctice of politics
in Canada have left their mark on the status, nature and
extent, of the audit as well as on the Auditor General's
relationship with both the executive and Parnmnt.(

Initially the nature and extent of the audit ars
products of statutory direction, Legislative direction
astablishes what the Auditor is responsible for and conse-
quently how he performs his role. Yet the statutory direc--
tions are themselves the result of the political process./
Financial control Acts have been éesigned primarily to
facilitate executive policy goala, Reglonal poliey requires
flexibility to adapt to changing eonditions, and so these
Acts have aimed at some type of centralized executive con-
trol in order to meet changing needs. Conseguently it must
be borne in mind that types of audits outlined by the

various financial acts have not been the primary object of
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those acts,

Original emphasia on auditing immediately after
Confederation wag upon a&n accounting audit due to the Canae-
Jian governments obligation to report to the British Crown
and the fact that after expenditures were allocated to the
provinces as required by the terms of the B,N,A, Act little
additional revenue was left for further expenditures, Audits
for appropriation and authority were therefore primarily
anvisaged as subsidlary parts of the total audit necessary
for an accurate accounting audit, Increased governmental
financial aotivity however, coupled with the Consolidated
Ravenue and Audit Act of 107t enlarged the emphasis for
soth appropriation and authority audits, Yet conversely
government policy gzoals were alming for econcmic expansion
through regional development and as noted sarlier this gave
rige to loose departmental organization which negated the
alfectiveness of both audits, The end result was the trans-
Terring of partial responsibllity for the appropriation
audit to the Comptroller of the Treasury by the Consolidated
Revenue and Audit Act of 1931, The government thus aghieved
a greater degree of ox.eﬁtivo control over departments hut
vet it restricted what should be the prime audit of the

Auditor General necessary for execiitive accountability,
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This 1s not to assert that the accounting audit or authority

audit are secondary, but rather with the stress on an appro-
priation audit the other two audits will be more readily
obtainable and give a true meaning to responsible zovernment,
Additionally'%hc audit has been restricted in scope
380 that it has never covered the whole range of executive
financial transactions which makes the goal of executive
accountabllity even more difficult to achieve., The limited
nature and extent of the audit taken in tandem with the
ascondancy’of the executive have resulted in a decline 1in
the status of the audit office, and consequently left a
wide breach in the prineiple of responsible government, /
/It would be in error, however, to suggest that
by merely lmproving the structure of the audit office to
£111 the present structural volds, that responsible govern-
ment will be reached, Undoubtedly this could facilitate
improvement, but in the final analysis the politic atmos~
phere itself must change with the legislative arm of govern-
ment asserting itself in the struggle for executive account-
ability. Only when this is continuous, will the Auditor

Jeneral's role in responsible government de a rait-lccomgli./
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PENDIX A

PINANCIAL ADHIHI§TRATIOH ACT AND AMRNDMENTS
Chapter 115 of Revised Statutes of Canada

PART VII
THE AUDITOR GENERAL

55, (1) The Governor in Couneil shall by commission under
the Great 8Seal of Canada appoint an officer called the Audi-
tor General of Canada to hold offiee during good behaviour
until he attains the age of sixty-five years, but he is re-
movable by ths Governor General on address of the Senate

and House of Commons,

(2) The Auditor General shall out of the Consolidated
Revenue Fund be paid a salary of fifteen thousand dollars
per annum,

(3) The provisions of the Civil Service Superannuation
Act, exeept those relating to tenure of office, apply to
the Auditor Oeneral,

(4) Such officers and employees as are nssesary to
enable the Auditor General to perfora his duties shall be
appointed in aseordance with the provisions of the Civil
Service Act,

(5) The governor in Counelil may appoint a person tem-
porarily to perform the duties of the Auditor General during
a vacanoy in the offiee of Auditor General, 1951 (2nd Sess.)
c¢ 12’ .o 650

56. (1) Notwithstanding any Act, the Auditor General is
entitled to free access at all convenient times to all
files, documents, and other records rslating to the aseounts
of every department, and he is also entitled to require

and receive from members of the public serviee such infor-
mation, reports and explanations &s he may deem necessary
for the proper performanse of his duties,

102
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66, (2) The Auditor General may station in any departaent
any person employed in his office to enable him more effec-
tively to carry out his duties, and the depariment shall
provide the necessary office agcsommodation for any suesh
officer so stationed,

(3) The Auditor General shall require every person
smployed in his office who is to examine the aeeocunts of a
department pursuant to this Act to comply with any security
requirements applicable to, and to take any oath of secresy
required to be taken by persons eamployed in that department,

{34) The Auditor General may suspend froa the perform-
ance of his duty any person employed in his offigce, 1951
(2nd Sess.), e. 12, s, 66,

57. The Auditor General shall examine in such manner as he
may deem nedcessary the ascounts relating to the Consolidated
Revenue Fund and to publie property and shall assertain
whether in his opinion

(a) the accounts have been faithfully and properly
kept.

{b) all publie money has been fully aceounted for,
and the riles and procedures applied are sufficient
to secure an effective chesk on the assessment,
collection and proper alloecation of the revenus,

(c) money has been expended for the purposes for
whigh it was appropriated by Parliament, and the
expenditures have been made as authorized, and

(d) essential records are maintained and the rules
and prosedures applied are sufficient to safeguard
and sontrol publis property. 1951 (2nd Sess.),

e. 12, 8, 57, '

68, The Auditor General shall
(a) make sush examination of the agocunts and records
of each registrar as he deens necessary, and suech
other examinations of a registrar's transactions
as the Minister may require, and
(b) when and to the extent required by the Minisper
participate in the destruction of any redeemed or
cancelled securities or unissued reserves of
securities, authorized to be destroyed under this
Act’
and may, by arrangement with the registaar, maintain cus-
tody and eontrol, Jointly with the registrar, of cancelled
and unissued securities. 1951 (2nd)Sess.), ¢. 12, s. 68,
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59, The Auditor General shall examine and certify in aceore
dance with the ocutcoms of his examinations the several
statements required by section 64 to be ineluded in the
Publie Ascounts, and any other statement that the Kinister
may present for sudit certificate. 1951 (2nd, Sess.),

ec 12} ‘o 690

70, (1) .The Auditor General shall report annually to the
House of Commons the results of his examinations and shall
call attention to every ¢ase in which he has observed that
(a) any offiger or employee has wilfully or negligen~
tly omitted to collect or receive any money belone
ging to Canada,
(b) any public money was not duly sccounted for and
paid into the Consolidated Revenue Fund,
(¢) any appropriation was exceeded or was applied to
a purpose or in a manner not authorized by Par-
liament,
{d) an expenditure was not authorized or was not
properly wvoushed or certified,
{e) there has been a defisieney or loss through the
fraud, default or mistake of any person, or
(f) a spesial warrant authorized the payment of any
money,
and to any other case that the Auditor QGeneral considers '
should be brought to the notice of the Hiouse of Commons,

(2) The meport of the Auditor General shall be laid
before the Houge of Commons by the Minister on or before
the 31st day of Desember, or, if Parliament is then not in
session, within fifteen days after the commencement of the
next ensuing session and if the Minister does not, within
the time prescribed by this section, present the report to
the House of Commons, the Auditor General shall transmit
the report to the Bpeaker for tabling in the House of Commons,
1951 (2nd Sess.) o. 12, s. 70,

71 The Auditor General shall, whenever, the Governor in
Council, the Treasury Board or the Minister direets, in-

quire into and report on any matter relating to the finan-
cial affairs of Canada or to publie property and on any
person or organization that has received financial aid from
the Governasnt of Canada or in respest of which finaneial
aid from the Governament of Canada is sought., 1951 (2nd
Sess.) o, 12, 8. 71,
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72, Any report of the fuditor General to the Governor in
Couneil or the Treasury Board shall be made through the

73. V¥henever it appears to the Auditor General that any

publie money has been improperly retained by any person,

he shall forthwith report the sircumstansces of such cases
to the Minister, 1951 (2nd Sess.), o, 12, s, 73,

74, The Auditor General may sxamine any person on oath on
any matter pertaining to any asecunt subjeet to audit by
hias and for the purposes of any such examination the Audi-
tor GCeneral may exersise all the powers of a sommissioner
undo: Part I of the Inquiries Act. 1951 (2nd Sess.), o. 12,
8. Th,

75. An offiger of the public service nominated by the
Treasury Board shall examine and certify to the House of
Commons in aecordance with the cuteome of his examinations
the reoceipts and disbursements of the office of the Audi-
tor Oeneral., 1951 (2nd Sess.), ¢. 12, s. T5. :
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APFENDIX B

REPORT OF THE AUDITOR GENERAL TO THE
HOUSE OF COMMONS (1935)

The 1935 Report was submitted to Parliament but
was not examined by the Public Agcounts Committee., In this
sesction of the Report, Gonthler makes referense to several
deficiencies that had weakened his audit, In partiecular
they are, the audit office staff itself, volume of the audit
report, non-meeting of the Public Accounts Committee, deal-
ings with the Treasury Board, departmentsl aceounting regu-
lations, stores accounts, and House of Commons aid,

MIDIT OFFICR ADMINISTRATION

Office Staff - the numher of employees on the staff
of this Office in March, 1935, was 215 as compared with 212
in Mareh, 1934, Of these 113 were men, an increase of
thres over Marsh, 1934, Of the five separations from the
permanent staff three were retired under the Superannuation
Act, In regard to abssnces, the sick and special leave with
pay decreased from 3.49 pergent of the total number of worke
ing days in 1933-34 to 2,29 per eent in 1934.35, There has
been a decreass in this leave in each of the last four years,
The gomparatively large decrease in the past year was due
in part to the amendmants to the leave regulations,

With the expected restoration to my organization of
most of the positions that wers abolished in the past three
years and the filling of them on & permanent basis, it is
hoped that a more extended examination of the revenue age
eounts and activities of the various departments will re-
sult,

Annual Report « Under the Consolidated Revenue and
Audit Aot, provigion was aade for the appointament of an
officer (the Auditor General) "for the more complete
examination of the accounts of Canada and the reporting
thereon to the House of Commeona",., He is 8lso ealled upon
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to report annually to the House of Commons the result of

his examination and audit of the agecunts in such & menner
as will exhibit the true state of each acoocunt and in ses~
tion 50{2) svesific information is ealled for in respect

of these acsounts, Not only has this informsation been given
sach year but sdditional information supplied regarding the
actual expenditure and sources of revenue in each department,
Prom time t0 time the amount of this supplementary infor.
mation was reduced, fewer detalls of expenditure, partiocu-
larly, being given, Por example, since 1923, my report has
been redused in size from 3,372 pages in 1923 to 1,137 in
1934 with a corresponding reduetion in the total eost of
printing from $21,932 to $7,980, No objeection so far as

I am aware hag ever besn msde by the House to the elimination
of these details, I am anxious to supply all the information
desired concerning the publiec scsounts, nevertheless, I feel
that, without impairing the value of my report for its in-
tended purpose, the gost thereof should de redused to the
lowest possible minimum, If the pudlie a¢sounts were sub-
Ject to review by a Committee of the House, as in England,
the publication of the details, to such an extent as in

the past, might not be necsssary, as any additional infore
mation requested by the Committee ¢could readily dbe furnished
by me, I purpose giving further consideration to this mate
ter during the coming year, '

GENERAL

The examination and sudit of relief expenditures
is a duty imposed upon me under the Relief Adts, In this
gonnegtion 1 would call attention to the fact that my
application for an inorease of staff to properly perform
that work was not granted by the Treasury Board, which has
Jeprived me of the means of ascomplishing importent and
useful work in the interest of the TPeamsury and of Perlia-
msnt

Attention is also galled to the observetions made
by me, under the chapter "Operation of the Consolidated
Revenue and Audit Aet” in my reports for 1633 and 1934, re-
garding what I consider to be the duties of the Auditor
3anaral.

In my 1932 report, I submitted "that an early

and earnest oonsideration could with profit be given to the
gquestion of promulgating new regulations more in aceord
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with present day requirements” regarding the receipt, entry
and acgounting of publie moneys, The regulations date baock
to the year 1880,

The appointaent of the Committse by the Tresasury
Board to ingquire into the use of motor vehlacles will doubt-
less be an important factor in accomplishing a better con-
trol over the purchase and maintenance of this equipment,

Seriocus eonsideration should be given to the
question of better safeguarding of stores and equipment by
a closer administrative control thereof by all departments,
This matter was very fully dealt with on page xxxii of my
report for 1933 snd in previous seetions of this report,

I also recommended the recording and control of all real
properties adminigtered by departasnts,

I would again eall attention to the desirablility
of aetion by the Treasury Board in the matter of writing
off uncollestibide aseounts, as referred to also in previous
reports, and I reiterate the remarks made in the chapters
on "Capital Expenditure” and "Non-Active Assets" of my re-
ports of 1925, 1926, 1927, 1930, 1933 and 1934, in whieh I
advised the revision of the valuation plaged upon eertain
capital asasets in the Balance Shest,

On page xxix of this report, reference is again
made to the unsatisfactory eonditions encountered in the
administration of the 0ld Age Pensions Ast and the various
remedial suggestions eontained in my inspeoction report to
the Department of Finance,

As my audit is made on behalf of the Houss of
Commons, I desire to again emphasicte the fast that it would
be of great assistance to thiis Office in the fulfilment of
its duties and of benefit to the whole service if the House
were to indicate its wishes by giving direstions coneerning
the various asatters brought to its attention in my annual
reports,

I hereby express my appreciation of the valuable
services rendered by my staff during the year, particularly
in view of ths increased burden plased upon it by new legis-

lation, .
GECRGES GONTHIRR
Ottawa, Desember 30, 1935 Auditor Genersl,
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REPORT OF THE AUDITOR GENERAL TO THR
HOUSE OF COMMONS (1960)

The 1950 Report was subaitted to and examined by
the Public Accounts Committee, In this seetion of the re-
port the Auditor makes reference to his audit approach,
Crown Corporation audits, Pudblic Accounts and Form of the
Bstimates,

The Audit Approach

6. My examinations were conducted on & test basis dure
ing the yesr in ascordance with past practice, ths extent
of the tests varying sssording to the nature of the trang-
actions and the effesctiveness of the internal eontrol, The
tests were supplemented by a general review of the acgoun-
ting proeedures in the departments and other agensies under
examination -« which cocaprised all departments, Crown cor-
porations and other instrumentalities of the Government of
Canada, sxcepting thoss listed in paragraph 113, whose
ageounts were examined by other auditors.

During ths courss of our examinations, members of the
staff of the Audit Office were given full access to all
vouchers, records and files of the various departments,
Crown corporations and other agsneies. In addition, they
were provided with all supplsuentary information and ex~
planations regquired during the eourse of their work, I
should like to express ay appresiation for the ¢o-operation
80 readily extended by departmsntal and Treasury cffieers
and by the administrative and aseounting officers of CGrown

corporations and other agencies. Their co-operation greatly
facilitated the audit work,

7. The Audit 0ffice is developing what may be termed
the comprehensive audit approash, This involves little
change in the basic auditing program followed heretofore,
Broadly speaking, it continues to require that in under-
taking an examination of the financial affairs of a departe
ment, Crown corporation or other agency, the auditor must
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make a complete study of the governing legislation and ob-
tain an understanding of the agensy's basie funetion, In
addition, he must study the organisation with whiah its
management is carrying out that funetion and understand the
policies under which it operates,

As a result of his detalled knowledge of the operations
of the agency obtained during the course of his audit, the
auditor is in 8 position to work construstively with its
management in evaluating the effectiveness of 1ts internal
control procedures, and in improving the cost controls, This
aspect of the work 1s being extended as cirsumstances peruit,

8. In approaching its work in this manner, the Audit
Office is fulfilling an important funetion by helping its
clients to improve and develop thelr efficienay through
the medium of effective periodic accounting statements and
financial reports, the dasic tools necessary to control
costs, -

Government departments and other agencies by thelr
very nature do not possess the profit ineentive to sontrol
costs such as exists in private enterprise, They must
accordingly develop their own efficiency yardsticks in ad-
ministering public funds, not only to ensure that expen-
diture is sdequately sontrolled but that "builtsin costs",
which can so often eseéspe the notice of the best intentioned
managenents, come under sonstant serutiny and revision,

9. Detalled reports addresssd to the managements of
departments, Crown corporations and other agencies are cure
rently being issued by the Audit 0ffice covering the results
of its examinations. Thess reports, patterned after those
in widespread uss among professional ascountants in private
practice, outline the scope of the audit, give a broad sum-
mary of the operations for the year under review, analyse
the financial results in comparison with thoss of previous
years and make available to the management comments and
suggestions regarding weaknesses in internal gontrol, sav-
ings that might be ashieved and other matters noted during
the sourse of the audit,
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The Publie Aesounts

10. Pursuant to Section 63 of the Pinancial Administra~
tion Act, the Minister of Pinance is responsidle for the man-
ner in which the acéounts of Canada re maintained, and
Section 64 requires that an annual report, called the Publie
Accounts, be laid by him before the House of Commons,

The Public Acsounts eonstitute, in effect, Canada's
Annual Pinancial Report to its sharsholders, the general
publie, As such, it should conform to the highest stan-
dards of finaneial reporting in the country and be pre-
sented in a elear and ooneise manner without being encume
bered with unnecessary detail, Only in this way can Par-
liament and the publiec be expected to give the asceounting
the attention it deserves,

Progress has besn made during the past several years
and again this year towards achieving this objestive whieh
is amtter of continuing study by the Department of PFPlinansce
However, much still remains to bas done., Por example, ths
listings of suppliers and contractors receiving $10,000 and
over through each department might be eliminated from the
Publie Aseounts in favour of simply providing the informa-
tion on specific request. On the other hand, sdditional
information might be given in some areas, for example,
comprehensive audited finansial statements could be inglu-
ded for certain departmental aperating activities as
suggested in paragraph 148 of this report.

Porm of the Estimates

15, The form of the annual Estimates, a responsibility
of the Treasury Board, is important from the acgounting point
of view beocsuse it determines in large measure the sanner
in which the subssgquent ascounting for expenditures is sain-
tained and reported in the Publie Assounts, This in turn
is important to the Auditor General because of his respone
sibilities to Parliament,

16. Inforwed consideration of the Estimates by the
House of Commons before the money is voted is all-important,
For this reason, sonsideration should be given to the Porm
of the Eastimates presentation with a view to providing more
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meaningful information, for example, by:

(a) comparing the amounts estimated for the ensutng
year directly with the anticipated actual expen-
diture for the current year, as well as with the
amounts that had been estimated for the surrent
year; '

(v) giving the estimated amounts in three columns:
estimated expenditure (gross); estimated revenue;
and net requirements to be voted (thus giving
Parliament an opportunity to sonsider the suffi-
clency of receipts for services rendered, in
relation to the ecosts incurred);

{¢) ineluding both operating and capital budgets of
Crown eorporations, even where funds will be
Fortheoming in full from corporate resocurdes
(thus giving Parliament an epportunity to consider
broad policies assooiated with their operations);
and

(d) ineluding appropriate explanations in all cases
where expenditures propossd forithe year involve
commitments for future years,
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