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[English]

The Chair (Mr. Peter Fonseca (Mississauga FEast—
Cooksville, Lib.)): I call this meeting to order.

Welcome to meeting number 82 of the House of Commons
Standing Committee on Finance. Pursuant to Standing Order 81(4)
and the motion adopted on Tuesday, March 7, 2023, the committee
is meeting to discuss main estimates 2023-24, referred to the com-
mittee on Wednesday, February 15, 2023.

Today's meeting is taking place in a hybrid format, pursuant to
the House order of June 23, 2022. Members are attending in person
in the room and remotely using the Zoom application.

I would like to make a few comments for the benefit of witnesses
and members.

Please wait until I recognize you by name before speaking. For
those participating by video conference, click on the microphone
icon to activate your mike, and please mute yourself when you are
not speaking.

With respect to interpretation, for those on Zoom, you have the
choice at the bottom of your screen of floor, English or French. For
those in the room, you can use the earpiece and select the desired
channel.

I remind you that all comments should be addressed through the
chair. For members in the room, if you wish to speak, please raise
your hand. For members on Zoom, please use the “raise hand”
function. The clerk and I will manage the speaking order as well as
we can. We appreciate your patience and understanding in this re-
gard.

I would now like to welcome our witnesses appearing in the first
hour. With us today is the Honourable Diane Lebouthillier, our
Minister of National Revenue.

Welcome, Minister. I know you have with you many officials
from the Canada Revenue Agency.

Before we get started with your opening remarks, Minister, [
want to say thank you very much. In my riding of Mississauga
East—Cooksville, we have a number of tax preparation clinics
manned by volunteers, and with help from the ministry and with
funding, those have gone a long way to helping many individuals
do their tax preparation. Thank you for that.

The floor is yours.

[Translation]

Hon. Diane Lebouthillier (Minister of National Revenue):
Thank you, Mr. Chair.

I also want to thank you for giving me the opportunity to address
the Standing Committee on Finance today to talk about the Main
estimates 2023-24 and the supplementary estimates (C) for the
Canada Revenue Agency for 2022-23.

As you have pointed out, I have with me today a number of key
officials from the agency. I can never say it often enough: we owe
them a lot.

To begin, I would just remind the committee that the CRA's mis-
sion is twofold. On the one hand, it is responsible for administering
federal tax programs and certain provincial and territorial tax pro-
grams, and, on the other hand, it is responsible for implementing
certain benefits payment programs.

Since March 2020, new benefits and services have been added to
help Canadians and businesses facing the global COVID-19 pan-
demic. Those benefits played an essential role in providing security
for Canadians during the pandemic, but they also served to protect
our economy.

I don't think I am mistaken when I say that we all know of busi-
nesses in each of our ridings that were able to stay open, people
who were able to keep their jobs, and lives that were saved. This
was all possible because of the decisive measures taken by our gov-
ernment. [ continue to be extremely proud of the leadership the
CRA demonstrated during this period.

The CRA listens to Canadians so that it can continually improve
its services and the way it does things. This is also a priority for our
government. For example, in addition to extending business hours
at its call centres and hiring more agents to respond to Canadians,
the CRA has also launched an automated call-back service for peak
periods. This service lets people get a call once an agent is free,
which means not having to stay on the line to retain their priority.

Let me be quite clear: the CRA and I do not intend to rest on our
laurels and move on to something else. Quite the opposite: as we
know, improving services is a continuous process. We can and must
always do better. I intend to continue this important work at the
CRA.
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Regarding the 2023-24 main estimates, the Canada Revenue
Agency is seeking investments of $14.9 billion. These funds will be
used to administer measures that are key to continuing to combat
tax evasion and tax avoidance, ensuring that the Agency's call cen-
tres remain in place post-pandemic, and administering the federal
fuel charge and the federal carbon pollution pricing rebate.

Regarding the major elements of the supplementary esti-
mates (C), I am going to be brief. These investments will be used
for call centres and for administering measures to help Canadians
save to buy their first house. These investments will enable CRA to
implement changes to its systems and made the needed changes to
publications and procedures relating to the administration of the un-
derused housing tax in Canada, on properties that generally belong
to non-resident non-Canadian owners. They will also be used to ad-
minister the luxury tax and the Canada Economic Recovery Pro-
gram, which has been put in place to encourage employers to rehire
workers who were laid off because of COVID-19, and to put the
Canadian economy in a better position for the recovery process.
This funding is necessary for the CRA to be able to do its valida-
tion work.

In conclusion, the administration of fiscal measures associated
with international tax reform will reduce the incentives for multina-
tionals to transfer their profits to jurisdictions with low tax rates
and limit the use of excessive interest deductions to reduce Canadi-
an tax.

You will certainly have noticed that this estimates exercise is af-
fected by a major event in the form of the global COVID-19 pan-
demic.

Despite the enormous challenges created by the pandemic, the
CRA has improved in numerous respects over the last year. It has
certainly learned many lessons from its commitments in relation to
services and communications, but also to its own role as a key gov-
ernment agency that has the privilege of serving Canadians every
day.

® (1155)

Even though, we must admit, it has never been easy, the CRA
maintains its firm commitment to excellence and is determined to
honour the commitments it made for 2022-23.

In closing, I want to recognize the exceptional work done by
CRA employees, who were on the front line during this difficult pe-
riod. Despite the challenges presented by the pandemic, their un-
flagging work ensured that Canadians had access to the financial
support they needed during that time. They also had to adapt to new
working conditions and methods, including telework. They did this
with professionalism and with remarkable efficiency. In their own
way, they were our guardian angels. Their contribution has had a
decisive effect and their important work is still continuing today.

Thank you, everyone. We are now ready to answer your ques-
tions.

The Chair: Thank you for your opening statement, Minister.
[English]

Thank you also for agreeing to stay here for the full hour.

Members, we started at 11:50, so the minister will be with us un-
til 12:50. We're going to start with the first round. Each party will
have up to six minutes to ask questions of the minister.

We're starting with the Conservatives and MP Chambers.

You have six minutes.

Mr. Adam Chambers (Simcoe North, CPC): Thank you, Mr.
Chair.

[Translation]
Good morning, Minister.

I am happy that you are here with us. Welcome.
[English]

I'll need to take some additional French lessons for our next in-
teraction.

Last fall, there were some serious allegations with respect to ad-
vance pricing arrangements. Can you update the committee per-
haps? Do you know any more than you did back in the fall about
allegations with respect to how advance pricing arrangements were
given out? This was reported in the CBC and some other articles as
a whistle-blower case. They said there were some challenges in
how advance pricing arrangements were being used in the depart-
ment.

® (1200)
[Translation]
Hon. Diane Lebouthillier: The interpretation isn't working.
[English]
The Chair: Can we check on interpretation, Mr. Clerk?
MP Chambers, could you repeat the question for the minister?
Mr. Adam Chambers: Sure.
Hon. Diane Lebouthillier: I need the last 30 seconds.

Mr. Adam Chambers: Do you know any more? Has there been
an investigation or follow-up on the complaints made by the em-
ployee? Are you aware of any kind of follow-up investigation?

[Translation]

Hon. Diane Lebouthillier: I'm going to let the CRA representa-
tives answer questions that relate to technical details.

[English]

Ms. Cathy Hawara (Assistant Commissioner, Compliance
Programs Branch, Canada Revenue Agency): I'm happy to take
the question, Mr. Chair.
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These were a series of allegations made a number of years ago.
They were investigated a number of years ago, and the results con-
firmed that no serious wrongdoing was committed. They were in
relation to a particular advance pricing arrangement, and we were
satisfied that all the necessary steps had been taken and that no in-
appropriate favourable tax treatment was given to a taxpayer.

Mr. Adam Chambers: Thank you.

From your perspective, there's no additional follow-up required
on this matter.

Ms. Cathy Hawara: Yes, the matter was fully investigated at the
time.

Mr. Adam Chambers: I think there was a commitment to trans-
parency with respect to that complaint. Has there been any kind of
public disclosure of that investigation? Are these documents inter-
nal to the CRA that remain there, or is the ombudsman looking into
it?

Ms. Cathy Hawara: The matter and allegations are related to a
particular taxpayer. Therefore, the confidentiality provisions of the
Income Tax Act apply.

Mr. Adam Chambers: Thank you.

On the confidentiality provisions of the Income Tax Act in sec-
tion 241, the Parliamentary Budget Officer has expressed some
concern with respect to the timeliness of information they receive
from the CRA.

Minister, are you aware of the concerns of the Parliamentary
Budget Officer? Do we need to make an amendment to section 241
to make sure a parliamentary officer has the information to do his
or her job appropriately?

[Translation]

Hon. Diane Lebouthillier: I would like to tell my colleague that
when it comes to the confidentiality of the information provided to
the Canada Revenue Agency by taxpayers and businesses, the bond
of trust must be protected. There are very clear rules at the CRA at
present, precisely concerning section 241.

We are also having internal discussions to try to see whether im-
provements can be made regarding what stays confidential and
what can be reported publicly.

I agree that a lot of work remains to be done, but confidentiality
and trust between taxpayers, businesses and the CRA is definitely
of crucial importance to me. It also protects the integrity of the tax
system.

[English]
Mr. Adam Chambers: That's fair enough.

I would like to read you the quote, just so you know where the
Parliamentary Budget Officer is coming from. He said, “every sin-
gle time we have an interaction with [the CRA], we get incomplete
information. It has to be vetted before sending us aggregate tax in-
formation.”

I think under some circumstances, when they're asking for
anonymized data, which would not identify a particular tax filer in
the aggregate, they're having some challenges in using section 241.

I'll leave that with you to maybe contemplate as you're thinking
about how to better collaborate with our Parliamentary Budget Of-
ficer.

I was happy to see the recent news release about the underused
housing tax. There was some leniency given to this year's filing.
We have heard a lot of feedback from taxpayers about how difficult
and potentially confusing it is.

There's one thing I would like to leave with you as a suggestion.
If you file a return one year, you should only need to file a return
once for a property, until that property is sufficiently disposed of or
the control of that property changes. Requiring taxpayers to fill out
a form every year seems significantly onerous. It would keep with
the principle and spirit of the idea, but not unduly require a burden
on taxpayers.

Mr. Chair, I believe I'm done. Thank you.
® (1205)

The Chair: We're at six minutes, yes. Maybe that's for the next
round.

We are moving over to the Liberals.

I have MP MacDonald, please, for six minutes.

Mr. Heath MacDonald (Malpeque, Lib.): Thank you, Chair.

Welcome, Minister. It's great to see you here. We have something
in common: the red shores of the Magdalens and Prince Edward Is-
land. We're only separated by a ferry.

Minister, I want to ask a question that follows up on something
you mentioned in your opening remarks. It's specifically about
lessons learned from the pandemic. Can you go into more detail
about the lessons that CRA or its officials learned from the pan-
demic, particularly relating to customer service and communica-
tions?

[Translation]

Hon. Diane Lebouthillier: I thank my colleague for his ques-
tion.

We do have to recall what happened at the beginning of the pan-
demic. We saw the world practically come to a standstill. Programs
had to be put in place rapidly to be able to help Canadians, both in-
dividuals and businesses, to receive benefits. The Canada Revenue
Agency had to put benefits in place rapidly from the outset.

As the pandemic unfolded, we saw refinements to the require-
ments put in place for people to have access to various programs.
Rules were put in place to make sure that the right people were re-
ceiving the benefits.

Rules were also made when we worked to put the wage subsidy
program in place. Businesses were required to meet conditions. The
primary concern was that the businesses were paying the employ-
ees. The businesses could then apply to the CRA to receive the sup-
port they needed. We worked to put winning conditions in place.
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We believe that what is also going to be important will be to do
an evaluation. We are coming out of the pandemic and the pro-
grams have ended. We are going to have to evaluate what happened
so we are prepared for a future pandemic, which we are not hoping
for, and have a much better stocked toolbox for responding to the
public's needs in the right way.

[English]
Mr. Heath MacDonald: Thank you.

Minister, this morning I met with Women's Shelters Canada.
They represent some of our most vulnerable citizens and con-
stituents, and the issue of at-risk and vulnerable populations is one I
hear a lot about in my riding. I was wondering if you could possibly
go into some more detail of the work you're doing in this area to
help those people to make sure they get their benefits and credits.

I remember being a provincial politician and going into schools
to talk to administrators about the Canada child benefit to ensure
they sent the information to the appropriate people so these people
would apply for tax services and receive these benefits. It wasn't
selfish. I was the finance minister at the time, but I didn't do it just
for individuals; it was for the economies of each of our provinces.
It's extremely important. Millions of dollars come into our
provinces through these programs. I'm wondering what your de-
partment is doing to ensure that we can access those individuals to
provide them with the appropriate information.

® (1210)
[Translation]

Hon. Diane Lebouthillier: This subject is very important to me.

When I first arrived at the Canada Revenue Agency, I wanted to
make sure that people experiencing difficulties received benefits
under the programs we were putting in place. I travelled all over
Canada to meet people at the CRA offices, but also groups of vol-
unteers who help those who are most vulnerable to get the benefits
they are entitled to.

I also wanted to ask the volunteer groups what the government
could do better to support them. They told me that over time, they
had been abandoned. They were receiving little information and
were no longer receiving any money. As volunteers, they had to
pay to try to do their work even better. The CRA has put a program
in place for $10 million over three years to help volunteers do their
work better. It helps them pay their travel expenses, buy office sup-
plies, and so on. There is also help for training, so they can stay
abreast of changes to the tax system.

Last year, over 13,000 volunteers all across Canada completed
more than 650,000 tax returns. I was in New Brunswick two weeks
ago and [ was told about people who didn't know they were entitled
to certain benefits. If we take the guaranteed income supplement,
for example, we are talking about $11,000 or $15,000.

One MP told me that in Ontario, a mother had never thought of
applying for the Canada child benefit. This meant that she was able
to get $80,000. Some of our programs do allow people to receive
up to ten years of retroactive benefits. That money helps the most
vulnerable people.

There is also work being done with the municipalities. You are
right to point out that we need the contribution of the ministers of
finance of all of the provinces, and of the mayors, to promote our
government's programs so we make sure that people have access to
them and are able to buy groceries and pay the rent.

The Chair: Thank you, Minister.

Thank you, Mr. MacDonald.
[English]

It's great to hear stories about people getting the money they de-
serve.

We're going over to the Bloc and MP Ste-Marie, please.

[Translation]

Mr. Gabriel Ste-Marie (Joliette, BQ): Thank you, Mr. Chair.

Good morning, Minister. Thank you for being here. We are grate-
ful to you, particularly since you have made changes to your sched-
ule because of the vote, to stay with us for the full hour.

I also want to welcome and thank all of the assistant commis-
sioners who are here with you for longer than scheduled, and also
to thank them for all the work they do.

My question will be about the subject that was just addressed.
We are currently getting a lot of calls in our constituency offices
about deductions recently made from the Canada child benefit. Be-
fore the vote, I talked informally with some of your colleagues who
are here. There are people calling us about this, as are groups that
represent taxpayers, in particular the Associations coopératives
d'économie familiale, the ACEFs.

We are being told that CRA had suspended repayments in Octo-
ber 2020 and things are now returning to normal. If there have been
changes, deductions can now be made.

However, people and groups are telling us that they are not re-
ceiving information properly. The email may be going to the spam
box, people may think it's phishing, or they don't always check their
file online.

I know you are quite familiar with the situation, but I wanted to
remind you of this communication problem. I also wanted to make
sure that less well-off families, for whom getting lower benefits
makes a big difference, can call the CRA to make an agreement.

Have I understood correctly?
® (1215)

Hon. Diane Lebouthillier: Yes, the CRA's objective is to sup-
port people and businesses. The way we do things is client-focused,
and because we work on a case-by-case basis, we encourage people
to call the Canada Revenue Agency to enter into agreements. As |
said, we really work on a case-by-case basis with clients.
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Mr. Gabriel Ste-Marie: Thank you for your very clear answer.
I am going to address another subject.

SMEs in our ridings are calling us—SMEs of accountants or ac-
counting technicians who are doing tax returns. They ell us that as
in all sectors of the economy, they are being hit by the labour short-
age. We know that during tax season, employees in these firms
work crazy hours, seven days a week, from morning to night. Even
with those extended hours, they say they are not able to meet the
demand. They suggest that the period for filing and sending tax re-
turns be extended. For example, the period could be extended by a
month.

Could you consider that suggestion given the labour shortage in
this sector?

Hon. Diane Lebouthillier: People have spoken to us about this
already. During the pandemic, we extended the tax season, as an
exception, until the end of September. After that, however, it is im-
portant that the CRA get back to the usual dates. There is a big job
to do at the CRA when it receives the returns. We also have to be
able to adapt, since, as we know, for the guaranteed income supple-
ment and the Canada child benefit, the adjustments are made on Ju-
ly 1. Because of these constraints, the same parameters have to be
adhered to.

However, we are aware of the information you are giving us.

We are familiar with the labour shortage. I am also well aware
that the big accounting firms are currently working with businesses,
so individuals are going to have problems sooner or later. They are
working with tax preparers.

There are internal discussions at the Canada Revenue Agency,
but also discussions with partners to find solutions. I also share this
concern.

Mr. Gabriel Ste-Marie: Thank you for your answer, once again.

I am now going to talk about CERB fraud. At the beginning of
the pandemic, given the urgency of helping people, the program
was put in place quickly, and for the first few months, identity
checks were cursory. That resulted in a lot of fraudulent applica-
tions.

When we asked you questions about this, in order to follow up,
you quite rightly told us that it was too early and you were looking
into the subject. So I would like to know whether you now have
any news to give us.

What was the process for dealing with identity theft? How many
cases might there have been? How many cases have been resolved?
Where do we stand in this regard?

Hon. Diane Lebouthillier: Before I turn the floor over to the of-
ficials, I would first like to say, as was said during the pandemic,
that the people who were victims of identity theft will not have to
repay the money and will not be penalized. That is, in fact, part of
the work we have to make sure we do. This is very clear to me and
to the government.

Now, regarding administrative follow-up, I'm going to turn the
floor over to Mr. Lemieux.

Mr. Marc Lemieux (Assistant Commissioner, Collections and
Verification Branch, Canada Revenue Agency): Thank you.

Mr. Chair, a lot of work has indeed been done to assist Canadians
who have been victims of identity theft.

People need only call us at the CRA so that we can start the pro-
cess, validate their case, and make sure their file is updated at the
agency. This way, we will be able to correct the situation so they
are not required to repay a debt caused by identity theft.

We have invested a lot of resources so we can offer these ser-
vices. We have also changed our internal processes. Now, when
someone calls us, we can put them in direct contact with a CRA
employee who will take charge of their file and give them informa-
tion.

® (1220)
Mr. Gabriel Ste-Marie: Do you know how many cases?

Mr. Marc Lemieux: We reported to the committee earlier and [
think we had found 26,000 cases of this nature.

If we compare that to the nine million applicants, it is still a rela-
tively low percentage, but we are dealing with those 26,000 cases.

Mr. Gabriel Ste-Marie: Thank you.
[English]
The Chair: Thank you, MP Ste-Marie.
We'll now go to the NDP with MP Blaikie for six minutes.

[Translation]

Mr. Daniel Blaikie (Elmwood—Transcona, NDP): Thank you,
Minister.

I also want to thank the CRA officials for being here today.
Welcome to the committee.

I would like to come back to the Canada child benefit and the
overpayments that CRA is starting to recover.

Do you know what percentage of these cases is attributable to a
wage that was too high because of CERB payments?

How many of these cases are actually connected with recovery of
CERB payments because those benefits meant that a family or a
person had too high a wage?

Hon. Diane Lebouthillier: Mr. Chair, I really want to reassure
my colleague regarding the fact that Canada child benefit payments
between the end of the pandemic and the start of debt recovery
work are being used only to repay Canada child benefit debts. They
are not being used to repay CERB.

CERB is a completely different thing.
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Mr. Daniel Blaikie: I know that receiving CERB changed some
people's eligibility for the guaranteed income supplement.

I am therefore wondering whether there isn't something similar
here.

Families had higher income because it included CERB pay-
ments. Those families ended up with overpayments of the Canada
child benefit because they were not entitled to the same level of
support from the Canada child benefit.

Are the CERB payments not the cause of that overpayment and
the current debt recovery?

Hon. Diane Lebouthillier: I would say that for the debt con-
nected with the Canada child benefit, the debt recovery period
stopped during the pandemic. The recovery work resumed in the
fall and, as I said, we are not using the Canada child benefit to re-
pay the CERB.

Ms. Pranke may want to add something on the technical aspect.
[English]

Ms. Gillian Pranke (Assistant Commissioner, Assessment,
Benefit and Service Branch, Canada Revenue Agency): In re-
sponse to the question about whether the Canada recovery benefit
or other COVID benefits can have an impact on the amount that a
recipient would ultimately receive for the Canada child benefit, the
answer is, yes, they could have an impact. It's calculated based on
adjusted family net income and other factors such as the number of
children. If there is a change in the individual's family income
earned, it could absolutely have an impact on the amount of the
Canada child benefit somebody would receive.

Mr. Daniel Blaikie: Those double payments could very well
have been caused because people received a pandemic benefit and
it reduced the amount they would be entitled to under the CCB.
Now that's being recovered.

We know from the GIS, for instance, that seniors weren't warned
when they signed up for the pandemic benefit program that it could
have an impact on their GIS eligibility in subsequent years. Fami-
lies are in a similar situation. The debt recovery that's happening
now is effectively.... What happened to seniors—which we did
manage to finally get fixed a while ago—is now happening to fami-
lies as they realize their eligibility for pandemic support programs
in a time of great need did at some time affect the level of support
they received under other programs. They weren't made aware at
the time of what those future impacts would be, so it was not possi-
ble for them to budget for what they didn't know about.

I'm concerned about the impact this is having on families that are
now surprised at the impact it had on other benefits they depend on
to put food on the table. Of course, this is not a good time for fami-
lies to be surprised by shortfalls in their budgets.

The budget talked a bit about supplementary resources for ES-
DC. I know that's not your department, but it is for integrity checks
on pandemic benefit programs. There have been hundreds of mil-
lion dollars allocated in the past for integrity checks and follow-ups
on pandemic programs. I think with the $50-odd million that's dedi-
cated in this budget, we're in the neighbourhood of $300 million

to $350 million now in supplementary funding that government has
requested of Parliament for debt recovery.

There's an estimated debt amount for CERB programs of
about $3 billion. I understand that it's not necessarily a final num-
ber and that this number is a running tally of the department as it
resolves files. I'm wondering how the agency has not yet conducted
a bird's-eye view analysis of all of those CERB files to know, say,
the salary profile.

Also, has the CRA looked through all of the cases to flag which
ones they think are cases of fraud? If so, why would they not have
collected data along the way to know how much of the extant debt
is made up of low-income folks versus high-income earners versus
people we think committed identity fraud?

Can you provide us with a breakdown of the debt you think
you're owed and who owes it? I don't mean individuals necessarily.
We're looking for some demographic profiles.

® (1225)

The Chair: MP Blaikie, we're well over the time. If anybody has
a short 10-second answer, that's great, or if you could get the infor-
mation to the MP and the committee, that would be great too.

[Translation]

Hon. Diane Lebouthillier: I would like to tell my colleague that
during the pandemic, the Canada Revenue Agency devoted all its
energy to providing support programs for Canadians.

Now, we have started the audit work, but it isn't finished yet. We
still have enough audits to do for the next two years.

I think that giving you figures right now is not necessarily the
best thing to do, because as we move ahead in the auditing and the
agreements we make with people, things are progressing and I
would not want to give you false information.

[English]

The Chair: Thank you, Minister.

Minister and officials, we are moving into our second round of
questions, so timing is a bit different.

We're starting with the Conservatives for five minutes.

Go ahead, MP Hallan.
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Mr. Jasraj Singh Hallan (Calgary Forest Lawn, CPC): Thank
you, Mr. Chair.

Minister, thank you for being here today.

Today, during this holy month of Ramadan, I'm thinking about
the great work done by our Muslim brothers and sisters, especially
ones in Muslim-led charities. These are some of the groups of peo-
ple that first respond to any tragedies that happen or that step up for
our most vulnerable.

Given that, Minister, why do Muslim-led charities feel like
they're being discriminated against by you and your department?

[Translation]

Hon. Diane Lebouthillier: I would like to tell my colleague that
work is being done at the Canada Revenue Agency with Muslim
organizations. In fact, I asked the ombudsman for a systemic re-
view a year and a half ago. The report was submitted last Monday
and the work is continuing.

The CRA has representatives who sit on the Advisory Commit-
tee on the Charitable Sector. This year, there are two people repre-
senting Muslim organizations. As a result of the collaboration be-
tween the CRA and charitable organizations, it was suggested that
we bring representatives of charitable organizations to the table.
The National Security and Intelligence Review Agency, the
NSIRA, is currently pursuing its efforts to do all the work that is
done with charitable organizations.

® (1230)
[English]

Mr. Jasraj Singh Hallan: Respectfully, Minister, I have only a
bit of time. I just want a yes-or-no answer on this one. Do you rec-
ognize there's a systemic problem within your department that
makes Muslim-led charities feel as though they're being discrimi-
nated against? I just want a yes or a no.

[Translation]

Hon. Diane Lebouthillier: What I can tell you is that at the
CRA, we have to continue to work on the issue of systemic racism.
[English]

Mr. Jasraj Singh Hallan: Okay. Thank you.

[Translation]

Hon. Diane Lebouthillier: I think we can always do better, re-
gardless of colour, regardless of race, and regardless of religion.
[English]

Mr. Jasraj Singh Hallan: I have a limited amount of time.

One grievance we've been hearing about from Muslim-led chari-
ties up until recently is that they feel like there are never-ending au-
dit processes. The ombudsperson's report said, “some Muslim-led
charities indicated that they felt they were treated more severely
and differently at certain points in the audit process.” It also said,
“Auditors would not let interviewees record interviews”, and that in
some cases, it felt like they were trying to find something, no mat-
ter how small, to pin on a charity.

Minister, it seems that with your department, charities beyond
the Muslim-led ones feel discriminated against because they may

have a different ideology than the Liberal government does. This is
a complaint we've heard from a lot of religious groups that may
have a different ideology. I just want to highlight that because it is
causing a lot of pain. There are a lot of youth-led initiatives and
community-building initiatives being undertaken by these charities,
but once their charitable status is revoked, maybe because their ide-
ology doesn't meet up with the government's, all of that great work
goes away.

With regard to the ombudsperson, whom you noted, even in his
report, he says:

Even when we had received consent from a charity to access their taxpayer in-
formation, the CRA redacted information that detailed why this charity was
screened for audit and how it planned to carry out the audit.

Without access to specific charity risk assessments, our Office was unable to see
examples of how these considerations would have applied to a real file or exam-
ples of information that would have informed the selection of an audit in particu-
lar....

As a result, we have not been able to sufficiently address two of the areas.

There are all of what we call gatekeepers, and they're gatekeep-
ing so that information cannot get out. I'm not saying this a direc-
tive you gave, but it would lead one to believe that they're being
blocked and that this work cannot be done to reveal why there's dis-
crimination against Muslim-led charities.

I'd also like to highlight that under your government, in 2021, a
report by Pollara said there was rampant racism inside of IRCC that
has not been addressed. It was against not only the applicants who
were trying to come to this country, especially ones who were flee-
ing from harm—the refugees—but also employees. It was not being
addressed.

I just want to know what steps you have taken since then to ad-
dress this issue for Muslim-led charities.

The Chair: We're at the end of our time, so if you want to make
a brief comment, that's fine, but we have to move on to the Liberals
if we're going to get through this round.

[Translation]

Hon. Diane Lebouthillier: I would like to tell my colleague that
we very much welcome the review that the NSIRA has undertaken.
We really believe this is the next logical step in response to the pub-
lication of the ombudsman's report. Yes, we have to continue fight-
ing systemic racism at the Canada Revenue Agency and do better
within the organization.

The Chair: Thank you.

[English]

Now we'll go to the Liberals and MP Chatel for five minutes.
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[Translation]

Mrs. Sophie Chatel (Pontiac, Lib.): Thank you for being here,
Minister. Welcome to the Standing Committee on Finance. I am
very happy to see you in such good company.

I don't know whether you know, but at the beginning of this mil-
lennium, I started my career at the Canada Revenue Agency. |
worked on advance rulings.

Since we have the officials here with us, I would like to tell them
that during the worst of the pandemic, in the first year of the pan-
demic, I was working at the Organization for Economic Coopera-
tion and Development, the OECD. I was able to see everything that
went on at the Forum on Tax Administration. All the resources
needed for helping people in OECD countries that had enormous
needs for immediate help when they had lost their jobs or could not
go to work were being put together. I would like to say what a big
leadership role the Canada Revenue Agency played in relation to
those measures. All the practices that you put in place were adopted
by other countries. I congratulate you on that great effort. When we
go abroad, we see the extent to which the Canada Revenue Agency
is a leader among tax authorities and to which it is recognized for
its integrity. Bravo.

Minister, my first question relates to a comment you made in
your opening statement. You mentioned two points that I consider
to be very important. I am happy to see that there are additional re-
sources, and I would like you to tell us more about them.

First, you said that budgets had been allocated to do more about
tax evasion and tax avoidance. I would like your comments on that
subject.

Second, you talked about supplementary budgets for internation-
al tax reform. These are big topics that are of considerable concern
to me. I would like to know what additional initiatives are being
taken on these two subjects.

® (1235)

Hon. Diane Lebouthillier: Thank you for those questions.

It is important to the public, but also to the government, that we
make sure that everyone pays their fair share. Almost $1 million
has been invested since we came to power to implement measures
to combat tax evasion and tax avoidance. We're talking about coun-
try-by-country reporting.

I will let the officials give more specific details about what is be-
ing done right now.

Ms. Cathy Hawara: Thank you for the question.

Yes, there are several initiatives that we are proposing to fund in
the budget. I will give you a few examples.

On the international side, there is the initiative led by the OECD
relating to the two-pillar solution. I can tell the committee that
Canada is playing a key role, a leadership role among its peers, to
support the adoption of this solution, which is very important and
will really change the approach to international taxation. There is
funding that will enable us to implement the two-pillar solution.

In addition, new rules will be adopted at the international level
for the exchange of information relating to digital platforms. This is
another very important source of data that the Canada Revenue
Agency will have access to. The government has announced that it
will be implementing these new rules. Those are some of the initia-
tives.

There are others, for example, regarding the expansion of our ob-
servation programs, including our criminal investigation program.
We obtained funding in the 2022 budget to increase our capacity
and the capacity of the Public Prosecution Service of Canada.

Those are a few examples of initiatives provided for in the bud-
get.

Mrs. Sophie Chatel: Thank you.
[English]
The Chair: Thank you, MP Chatel. You're right on time.

Members, I will have to hold strictly to the time so we can get
through this round.

We're going to the Bloc now, with MP Ste-Marie for two and a
half minutes, please.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

I am going to continue on the same subject.

In April 2021, two years ago, Radio-Canada published an article
on the Panama Papers, and I thought that the CRA really had unac-
ceptable results. After the information was leaked, the United King-
dom recovered more than $300 million, Germany recovered al-
most $250 million, for Spain, France and Australia it was
around $200 million, and Canada recovered $21 million, which is
slightly less than the amount recovered by Revenu Québec.

I would like to get an update on this subject, whether from
Ms. Hawara or from the Minister. How much money has been re-
covered from the Panama Papers since April 2021?

The article said that there had been criminal investigations, but
no charges had yet been laid.

Have criminal charges been laid in connection with this matter?
® (1240)

Ms. Cathy Hawara: Thank you for your question.

Actually, we are currently working on numerous audits relating

to various leaks from the Panama Papers, the Paradise Papers and
the Pandora Papers.

On our website, we have statistics that we update regularly. The
most recent statistics on the data leak relating to the Panama Papers
are dated December 2022, and I can send them to the committee.

We have completed 280 audits. We have recovered assessments
of $77 million in taxes and penalties, and 140 audits are underway.

With respect to criminal investigations, we have actually initiated
five. Two are still underway and three have been closed. No
charges have yet been laid.
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I have figures for the Paradise Papers as well.

I would also like to clarify that in the Panama Papers data leak,
900 Canadian taxpayers, including individuals, businesses and
trusts, were identified. However, it is important to note that the
mere fact that a name appears on the list does not necessarily mean
that the taxpayer breached their tax obligations. In the case of the
Panama Papers, 60% of the taxpayers had complied with their obli-
gations.

For the Paradise Papers, we have completed our review of all the
taxpayers. We have closed 30 audits and recovered assessments
of $1.8 million in taxes and penalties, and 25 audits are underway.

For the Pandora Papers, the most recent data leak, we have iden-
tified 400 Canadian taxpayers. We are in the process of doing our
risk assessment. In that case, we have initiated four audits and the
work is continuing.

The Chair: Thank you, Ms. Hawara and Mr. Ste-Marie.
[English]
We'll go to MP Blaikie now for two and a half minutes, please.

Mr. Daniel Blaikie: Thank you very much.

In the spring of 2020, there were kids in Manitoba graduating out
of foster care, and in a context where there were no jobs available
because everything was shut down, they went to the provincial gov-
ernment to apply for social assistance. They were told by the
provincial government that they had to apply for CERB before they
could be eligible for social assistance. The Government of Manito-
ba knew that it was a no-fail process and that the kids would not be
denied, so they ended up getting their income from CERB. They
weren't eligible, but they applied, not only in good faith but at the
behest of a government authority. These are some of the folks who
owe CERB debt.

I'm concerned that the agency isn't looking at the profiles of the
people who owe money and then prioritizing within that subset, and
I'm concerned for two reasons. In the case of these kids who gradu-
ated out of foster care, I think there is a moral argument for why
they should be spared that kind of recovery action. However, I'm al-
so concerned from the point of view of efficiency of resources. If
the government is spending about $350 million to recuperate $3 bil-
lion, we're already spending about 10% of the total debt to get it
back.

Then the question is how much of it we think we'll get back. We
won't get a lot back from low-income folks who are struggling in
the context of inflation. Why hasn't the agency tried to prioritize
debt cases by likelihood of recovering funds? What would it take to
operationalize a principle such that if somebody is below the low-
income cut-off, the department will pursue their debt last and go
first after cases where there is identity theft, double claims or things
that very obviously show somebody acting in bad faith? Then we
can go after the category of people who may have applied in good
faith and have the income to pay the debt back, and only lastly go
after the people who applied in good faith and are clearly not going
to be able to pay the debt back.

[Translation]

Hon. Diane Lebouthillier: As I said at the outset, I would like
to tell my colleague that a plan is in place for recovering the CERB.
As we said, it is a case-by-case process, and we really encourage
people to call the Canada Revenue Agency.

In the beginning, we wondered whether the CRA had learned
lessons, and so it was important to do a thorough review, precisely
to make sure that we adopted the best practices in a future pandem-
ic.

I would like to remind you of what happened at the beginning of
the pandemic. It was described as the most important event since
the Second World War. Programs had to be put in place rapidly.

We also have to work with the provinces, and we have to do our
job better, I agree. Are there people who abused the system? I'm
sure there are. I am sure that people have also been victims of
fraud, which is why it is important to do a thorough review so we
can do things better in future.

® (1245)
The Chair: Thank you, Minister, and Mr. Blaikie.
[English]

Minister and members, just so that you are aware, there is a little
flexibility on the time.

We're now going to go to the Conservatives and then to the Lib-
erals to finish off the full round.

I have MP Morantz for five minutes, please.

Mr. Marty Morantz (Charleswood—St. James—Assiniboia—
Headingley, CPC): Thank you, Mr. Chair.

Minister, the question to you is on the importance of the indepen-
dence of officers of Parliament. For example, yesterday we learned
that the Ethics Commissioner is actually the sister-in-law of Minis-
ter LeBlanc, who is the Minister of Intergovernmental Affairs. I
have trouble believing I'm even saying that because it seems so ab-
surd.

Last fall, when the Auditor General's report was tabled, I was in
the House when you were asked a question. You said something to
the effect of you felt the Auditor General's findings were skewed
because she had been pressured by the Conservatives.

Given the importance of the independence of an office like the
Auditor General, could you advise the committee if you still feel
that way, or if you'd like to retract that statement?

[Translation]

Hon. Diane Lebouthillier: First, I really want to take the time to
thank the Auditor General and her entire team for their important
work.
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As 1 have already said, I have the greatest respect for the role of
the Auditor General and the independence of her office.

I believe that having a different point of view does not amount to
a lack of respect and ethics regarding the work done by the Auditor
General. In fact, I met with her before her report was submitted and
we discussed it. However, I do not retract what I said, Mr. Chair.

The Chair: Thank you.
[English]

Mr. Marty Morantz: Minister, | want to make sure that we have
a direct response from you on this.

You said in the House that you thought the Conservatives had
pressured her on the findings she provided in the report. They were
not flattering to your government at all. There was $4.5 billion in
fraudulent payments and close to $30 billion in questionable pay-
ments.

Do you think the Conservatives pressured the Auditor General to
skew the results of her report, yes or no?

[Translation]

Hon. Diane Lebouthillier: I believe the work concerning audit
requests was done too soon. We were starting to do audits. So it is
important to respect the fact that the CRA still has audits to do for
the next two years. However...

[English]
Mr. Marty Morantz: Thank you, Minister.

[Translation]

Hon. Diane Lebouthillier: ... what was said in the House of Com-
mons still stands.

[English]

Mr. Marty Morantz: I have limited time, so I'll go on to my
next question. It's unfortunate that we couldn't get a direct response
on that one, but I'll try another area of discussion.

The Parliamentary Budget Officer reported that since 2015, the
public service of Canada, over all departments, has increased by
49,000 people. Of those 49,000 people, 9,900 have been hired by
CRA since 2015.

Given the increase in the number of departmental staff, are ser-
vice levels considerably higher today than they were in 2015?

[Translation]

Hon. Diane Lebouthillier: Mr. Chair, as I said at the beginning,
and I would like to reiterate, the CRA put 13 programs in place dur-
ing the pandemic. Did people have to be hired? Yes, we had to hire
people, who did outstanding work.

They put programs in place, but they also protected Canadians
and businesses, including by preserving the employment relation-
ship between employees and employers.

The people at CRA did outstanding work. I can never say it often
enough: they were our guardian angels during the pandemic.

® (1250)
[English]

Mr. Marty Morantz: Minister, | have limited time. I appreciate
your view that the department is doing good work. I know there is
good work being done in the department. However, the reason I'm
asking you this question has to do with the recent ombudsman's re-
port. It says the number of complaints their office receives about
the CRA and your department doubled from 2021 to 2022, notwith-
standing that you're asking for $15 billion more in funding and
you've had at least 9,900 more staff.

Why are complaints doubling? Why are we spending more to get
poorer service?

The Chair: You have about 10 seconds or so, Minister.

[Translation]

Hon. Diane Lebouthillier: It is probably because the CRA
restarted, at the end...

We have not really come out of the pandemic, but the programs
have ended. It is probably because of the audit and recovery work
being done that we are getting complaints at the CRA.

[English]
The Chair: Thank you, Minister.

We're now going to our last questioner.

I have MP Baker for the Liberals.

[Translation]

Mr. Yvan Baker (Etobicoke Centre, Lib.): Hello, Minister. It is
a pleasure to see you. It is also a pleasure to see all the officials
who are with you today.

First, I want to thank you and your entire team for the important
work you did during the pandemic. It is easy to forget the volume
of work that had to be done in a very short time, when so many
people needed help.

As you said earlier, Minister, programs had to be created and put
in place and financial support had to be sent to the people who
found themselves in extremely vulnerable situations. You did that.
That really is impressive. People should be proud of that work.

Minister, you were asked a question earlier about audits and I
would like to come back to that.

I think my constituents in Etobicoke Centre and all Canadians
who are watching us want to understand the work that has to be
done and the processes that have to be followed when an audit is
done. People do ask a lot of questions about audits and the amounts
of money.

I am really talking here about audits relating to financial support
during the pandemic.
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Could you explain a little about the work that is done when an
audit of those amounts of money is carried out?

Hon. Diane Lebouthillier: Thank you for your question.

Since it is technical, I will let the officials answer it.

Ms. Cathy Hawara: I can answer you regarding businesses.

We currently have an audit program in place. The first step is to
do a risk assessment. To do that, we have access to various sources
of data and to the information we have. We also have tools for as-
sessing the business information risk that enable us to evaluate
those sources of information in order to determine the risk.

Once we have an idea of that, we can construct our audit plans.
We started auditing very early on, in the case of the program for
businesses. We began a first phase in August 2020. We used that
first phase to learn more about the type of question, about non-com-
pliance we were seeing, in order to build the second phase, which
was launched in November 2021 and is still underway. We are in
the process of concluding the first year and we will be starting the
second shortly, in a few days.

It is a process based on a risk assessment, to make sure our re-
sources are deployed in the right places. That process also enables
us to learn and adjust our plans as time goes on. We are ready to
make the results of these efforts public as they relate to employers.

® (1255)

Mr. Yvan Baker: Can you tell me the approximate number of
businesses and individuals who should be getting audited? I am re-
ferring specifically to the financial support provided during the
pandemic.

Ms. Cathy Hawara: [ will answer the question as it relates to
businesses and my colleague Mr. Lemieux can answer the question
as it relates to individuals.

Some 4,401 audits are underway or have been completed. That
gives you an idea of the proportion. Other audits will have to be
done for the second year of the second phase. I think that in total,
we are going to do between 7,000 and 8,000 audits in connection
with the Canada Emergency Wage Subsidy, the CEWS.

As well, we have identified a group of applicants who falsified
their applications and were assisted in doing so by a third party. At
present, we have about 5,000 of these cases. These are 5,000 appli-
cants who will be audited. So that gives you an overview of the
scope of the work.

I would like to remind the committee that 460,000 employers re-
ceived the CEWS.

The Chair: Thank you, Mr. Baker.
Thank you, Minister.
[English]

Thank you to all the officials—your team here—for their testi-
mony and for coming before our committee for this study. We real-
ly appreciate it. Thanks for your flexibility today.

Members, at this time we're going to suspend as we bring in our
second panel. Thank you.

* 1259 (Pause)

® (1300)

The Chair: Welcome back, everybody. We're resuming the
meeting.

We have a lot of witnesses with us here for the second panel. You
should have this in your notice of meeting.

With us are many witnesses from the Department of Finance. We
also have witnesses from the Financial Transactions and Reports
Analysis Centre of Canada, as well as from the Office of the Super-
intendent of Financial Institutions.

I understand that Mr. Christopher Veilleux will be making an
opening statement of up to five minutes.

Go ahead, Mr. Veilleux.
[Translation]

Mr. Christopher Veilleux (Director General, Management
Directorate and Chief Financial Officer, Department of Fi-
nance): Thank you, Mr. Chair.

[English]

Good afternoon, Mr. Chair and committee members. Thank you
for the opportunity to present the 2023-24 main estimates on behalf
of the Department of Finance.

I would like to begin by acknowledging that I'm speaking to you
from the traditional, unceded territory of the Anishinabe Algonquin
peoples.

Joining me today are other departmental officials to assist in pro-
viding a more in-depth perspective on the rationale and policies
supporting the numbers within these main estimates.

As you know, the Department of Finance supports the Deputy
Prime Minister and Minister of Finance and the Minister of
Tourism and Associate Minister of Finance by developing policies
and providing advice to the government with the goal of creating a
healthy and resilient economy for all Canadians.

The 2023-24 main estimates reflect departmental budgetary
spending of $128.9 billion. This is composed of $128.5 million in
voted budgetary expenditures and $128.8 billion in statutory bud-
getary expenditures. The 2023-24 main estimates reflect a net de-
crease of $9.4 million in voted budgetary expenditures from the
2022-23 main estimates, stemming primarily from sunsetting fund-
ing related to the COVID-19 economic support and recovery adver-
tising initiative.
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Statutory expenditures are not included in the appropriation bill,
as they have already been approved by Parliament through enabling
legislation. However, they are included in the estimates for infor-
mation. The statutory budgetary expenditures in these main esti-
mates reflect a net increase of $18.3 billion in statutory budgetary
expenditures, which is mainly due to an increase in interest on un-
matured debt and a legislated increase in major transfers to other
levels of government.

This concludes my overview of these main estimates for the De-
partment of Finance. My colleagues and I would now be pleased to
answer any questions the committee members may have.

[Translation]
The Chair: Thank you, Mr. Veilleux.
[English]

Thank you very much to all the officials who are with us here to-
day.

Just before we go to members' questions, I'll note that I did scan
the room and speak to a number of the members about how much
time we have. We will look to conclude before 1:55 because some
of us have to get to another meeting, and we want to get to a couple
of questions on this report at the conclusion of the second panel.

Now we'll go right to questions from members in this first round.
We have the Conservatives for six minutes.

MP Lawrence, the floor is yours.
® (1305)

Mr. Philip Lawrence (Northumberland—Peterborough
South, CPC): Thank you very much, Mr. Chair.

Thank you to our witnesses, especially for appearing in person. I
think it makes this a lot easier. We had a meeting last week that was
a bit challenging, so I really appreciate it.

The one person I guess I'm missing is the Minister of Finance.
Instead of making that a negative, I will turn it into a positive. |
would once again like to thank the Minister of National Revenue
for coming last hour. We greatly appreciate that.

I want to start with the current budget, and then I will work my
way back.

The current budget is forecasting about $15 billion in savings, $7
billion of that coming from an across-the-board 3% cut. I'm a little
skeptical that this will actually happen, because the last fall eco-
nomic statement said there would be $3 billion in department sav-
ings, and in reality there was not $3 billion in savings. It was a
bit—what's the proper word here, because I don't want to go too
hard—disingenuous, because under that column, the Department of
Finance put elapsed COVID savings to fill in the gap of that $3 bil-
lion in savings.

I don't think that's altogether fair, but I would like your comment
on it.

Mr. Christopher Veilleux: I will pass that question to Evelyn
Dancey, the ADM of the fiscal policy branch.

Ms. Evelyn Dancey (Assistant Deputy Minister, Fiscal Policy
Branch, Department of Finance): I'm not quite sure about the
question left with me. There's a comment about the fall economic
statement. We reported $3.8 billion of savings against a $3-billion
commitment.

We're quite confident the measure in the budget will result in the
savings announced. A process will be led by the Treasury Board
Secretariat now that the budget has been tabled.

If there's something more specific, | would be happy to try to ad-
dress it.

Mr. Philip Lawrence: When I think of savings across a depart-
ment, what [ think of is, perhaps, reductions in expenses, reductions
in overhead and reductions in every type of cost. I don't think of its
being lapsed savings from COVID benefits not paid out, but that's
what the budget seems to say. Am I correct in that?

Ms. Evelyn Dancey: With respect to the forward-looking mea-
sures in the budget and the 3% reduction you speak of, this is very
much a forward-looking exercise with the intent of adjusting the
budgets of the departments and other entities that are within scope.

Mr. Philip Lawrence: I'm sorry. No. Maybe we're confused
here.

I'm looking backward. There was supposed to be $3 billion in
savings from departments. There wasn't. We discussed this with of-
ficials and they confirmed that this was in fact lapsed. In other
words, it was dollars not spent on COVID benefits. It was put in
that line item.

Is that fair or accurate? Can you see why I might be skeptical
about the department's ability to deliver on 3% across-the-board tax
cuts, when they've already failed to deliver on last year's supposed
cuts?

Ms. Evelyn Dancey: I guess all I can offer on that type of ques-
tion is that there are two different savings measures announced in
budget 2023. One of them is the 3% reduction in professional ser-
vices, which is a forward-looking exercise. There's a second mea-
sure, which is a realigning of previously announced spending plans.

The commitment the fall economic statement delivered on was
similarly of that latter category. It was a review of previously an-
nounced spending plans in order to identify amounts that were un-
allocated or unnecessary, or items where take-up wasn't required.
They're two different types of exercises.

Mr. Philip Lawrence: Thank you very much for that.

When we go to the forward-looking cuts, they were very scant on
details. Could you flesh that out? Will there be reductions in the
public service? Will there be reductions in the footprint? Where
will these cost savings come from?
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Ms. Evelyn Dancey: I won't be able to elaborate on the specific
details today, because those kinds of decisions will be made in the
coming months by deputy ministers and ministers, who know their
businesses best.

I would point out that, in particular, refocusing government
spending—this is the name of the measure you spoke of with the
3% in professional services—is a measure whose savings begin to
take effect in 2024-25. It gradually ramps up over three years.
That's to underline that there's time for the organizations to plan,
and there's probably flexibility with respect to implications for jobs.

® (1310)

Mr. Philip Lawrence: I, as well as academia, including a profes-
sor at the University of Ottawa, have some skepticism that those
cuts will ever occur. In fact, many academics, as well as other indi-
viduals, have stated quite clearly that they don't believe you'll deliv-
er on those cuts, and that even though our debt-to-GDP ratio is al-
ready increasing, it could continue to increase if you fail to deliver
on them.

If, in fact, you're unable to deliver on the savings you're promis-
ing, it will almost certainly impact our debt-to-GDP ratio and put
Canada in a worse financial position. Isn't that correct?

Ms. Evelyn Dancey: As the ADM of fiscal policy, certainly one
of my top priorities coming out of the budget is to see through the
savings exercise and the fiscal actions the government has just an-
nounced. I believe there's a credible process. It will be led by the
Treasury Board Secretariat.

I agree with your point that a fiscally material amount of savings
has been booked and that it must be delivered upon. The scale is
significant to our calculations and our planning.

I think the debt-to-GDP aspect is probably a line of conversation
you don't want to use up your time on, but I'm happy, if you want
to, to return to that.

The Chair: Thank you, MP Lawrence.

Now we'll go to the Liberals and MP Baker, please, for six min-
utes.

Mr. Yvan Baker: Thanks very much, Chair.

Thank you to everyone for being here today and for your work
every day on behalf of Canadians and the recent work you've been
doing in a number of different areas, including on the most recent
budget. Thank you for that.

I'd like to start by saying, as a continuation of the discussion that
was just had about the 3%, that I had the opportunity as a member
of the Ontario legislature to sit on the Treasury Board of the Gov-
ernment of Ontario, and we went through an exercise of trying to
refocus spending. We may have called it something slightly differ-
ent, but it sounds very similar to what's in this budget and these es-
timates.

Prior to that, I used to work for a company called Boston Con-
sulting Group. I worked with companies that were trying to do
something similar in the private sector. I know how challenging
that can be.

Notwithstanding those challenges and notwithstanding the sum
of money involved that you've spoken to and how important it is to
our fiscal plan, I have great confidence in your ability to deliver on
that. I'm looking forward to seeing you deliver against it. I just
wanted to express that.

I want to ask about the net increase. I think I heard in the open-
ing remarks mention of the fact that the net increase in the statutory
budgetary expenditures is “mainly due to...legislated increases in
major transfers to other levels of government”. In other words,
when we say “legislated increases”, we mean increases have been
passed by members of the House of Commons.

Could you provide us with a list of these transfers and the in-
creases to each of them?

Mr. Christopher Veilleux: Thank you for the question. I'll hand
it off to Alison McDermott.

Ms. Alison McDermott (Assistant Deputy Minister, Federal-
Provincial Relations and Social Policy Branch, Department of
Finance): 1 won't go through all of them. I'm assuming you have
some information in front of you about what the major changes are.
I'll go through some of the major transfers to other levels of gov-
ernment that are probably most relevant to the increase, which is
what you asked about.

There's a very large increase in the Canada health transfer. It's a
historical 9.3% growth, from $45 billion to $49.4 billion. That's
from last year's 2022-23 figures. There's a similarly large increase
in the equalization transfers, from $21.9 billion to $24.0 billion.
There's also a 3% increase in the Canada social transfer, from $15.9
billion to $16.4 billion. In the territorial financing line, there's an
increase from $4.5 billion to $4.8 billion.

I think I'll stop there. There are a lot of smaller changes. Those
are some of the very significant ones.

Mr. Yvan Baker: [/naudible—Editor] health, social transfer and
equalization are some of the largest transfers.

I'm not going to ask you to respond to this, but I think for con-
text—for the folks at home who are watching—I'll note that trans-
fers to provinces for health are designed to improve our health care
system. Equalization can obviously be used by provinces to support
whatever programs they deem necessary for their citizens. I think it
goes without saying that the social transfer is there to help folks
across the country who need support.

Anyway, it's important to highlight that for folks. Where you put
your money speaks to your priorities, | think, as a government.
Your answer helps us highlight what those priorities are.

How much time do I have left, Mr. Chair?
® (1315)

The Chair: You have a little over two minutes.
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Mr. Yvan Baker: One thing that's in the news a lot, which I
think a lot of folks at home are concerned about, frankly, is interest
rates. They're impacting a lot of folks' borrowing costs, mortgage
payments and ability or inability to buy a house. They're also hav-
ing an impact on the government's finances and how much it costs
us to service our debt.

Could you talk about what the impact of interest rates has been
on our debt servicing costs? What are your expectations for interest
rates going forward, and how will that impact our debt servicing
costs?

Mr. Christopher Veilleux: I'll hand that one over to Evelyn. I
think we can supplement that with one of the other witnesses sup-
porting us here.

Go ahead, Evelyn.

Ms. Evelyn Dancey: I'll start the response with your question on
debt service charges.

Our most recent information is in the budget we tabled just a
couple of days ago. We highlight how the rising interest rate envi-
ronment and higher borrowing requirements result in higher debt
service charges. Public debt charges have risen compared with
those in our fall economic statement. That being said, they remain,
as a percentage of GDP, around 1.5%, which is still low by histori-
cal standards.

From our perspective, this debt service is still sustainable, afford-
able and within the lower bound from a historical perspective.

Ms. Julie Turcotte (Director General, Economic Analysis and

Forecasting, Economic Policy Branch, Department of Finance):
Thank you for the question on interest rates.

As you alluded to, yes, interest rates are higher than they have
been in a while. This is acting to slow the economy now. Inflation
is expected to slow as well throughout the year. Given that, expec-
tations are that rates will start to go down next year and return to
what we call the “neutral rate‘ of interest, which is between 2% and
3%. In fact, the private sector expects interest rates will go back to
2.4% in 2027.

[Translation]

The Chair: Thank you, Mr. Baker.
[English)

We'll now go to the Bloc and MP Ste-Marie.
[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Good afternoon, deputy ministers and directors.

Thank you for being here and for waiting. We know your time is
valuable and you have a lot of work to do. So thank you for so
many of you being with us.

I would like to start with a special request.

The budget was tabled this week. It was very interesting. Howev-
er, [ have a lot of questions and concerns about the plan for $80 bil-
lion over ten years in response to the Inflation Reduction Act and
how that will be broken down.

There are a lot of details in chapter 3 of the budget, but I would
like to know whether you can provide your estimates by sector, as
precisely as possible, and by province.

For example, what provinces will be getting the money for car-
bon capture? How will the small modular reactors and the advance
tax credits for rebuilding power stations be allocated?

Are you able to give us the estimates for those tax credits and tell
us how that $80 billion will be spent?

Mr. Miodrag Jovanovic (Assistant Deputy Minister, Tax Poli-
cy Branch, Department of Finance): Thank you for your ques-
tion.

I am going to note your questions. We will certainly be able to
give you the information, but we have to check whether we are able
to give you the information at all levels, by sector or by province.
We will have to look at it, but definitely, at a minimum, we will be
able to give you certain disaggregated data.

Mr. Gabriel Ste-Marie: Thank you, Deputy Minister.

That is my main request. So I will wait impatiently for that infor-
mation. Thank you for your cooperation.

I have another question.

In media coverage at the end of January, there was talk about
lapsed authorities. According to Public Accounts of Canada, the
last data available is from 2021-22. The article said that lapsed vot-
ed authorities amounted to $38 billion. When we look deeper, and
if we look at all of the lapsed authorities, it comes to $41 billion.
That's a lot of money.

Do you have the data for 2022-23 yet? If not, do you have esti-
mates for 2022-23?

In the budget that was just tabled, are you able to predict whether
there might be lapsed authorities?

® (1320)

Mr. Christopher Veilleux: Thank you for your question.

I am going to ask Ms. Dancey to answer it.

Ms. Evelyn Dancey: The details concerning the estimates are
the responsibility of Treasury Board. However, regarding our esti-
mates, we have access to certain data for submitting our estimates.

Mr. Gabriel Ste-Marie: So you don't have the details. Okay.

At the time when the Hon. Paul Martin was Minister of Finance,
we in the Bloc Québécois had discovered his strategy.

Every year, and in every budget, he underestimated revenue by a
few percentage points. Applying a conversion factor, we could pre-
dict the amount of his surplus or the leeway he had at the end of the
year.
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Budgets today seem to be based on market growth predictions.
However, I am concerned about the lapsed authorities. I am afraid
spending in recent years is being artificially inflated. Of course,
there may have been more spending because of the pandemic.

When the deficit announced, $45.5 billion, and the lapsed votes
from last year that were not spent, $41 billion, are looked at side by
side, we have apparently achieved budget equilibrium.

Do you have an answer to give or comments to make about that
assertion?

Mr. Christopher Veilleux: Thank you for your question.

I am again going to ask Ms. Dancey to answer the question.

Ms. Evelyn Dancey: I can simply tell you that our estimates,
which were tabled two days ago, are our best estimates and are
based on the data and information available at present.

Mr. Gabriel Ste-Marie: Okay, thank you.
At least I tried to get more information.

In the French version of the budget, at page 30, there is a graphic
that I think is extraordinary. Despite the current deficits and debt,
during the pandemic, graphic 29 projects the federal debt in the
long term. We see that in 30 years, the debt to GDP radio will be
practically zero.

Your predictions about debt repayment are even more optimistic
than the Parliamentary Budget Officer foresees. This is unprece-
dented in the G7 or in history.

Why are your predictions about complete repayment of the debt,
that is, the debt to GDP ratio, so optimistic?

Ms. Julie Turcotte: The long-term estimates set out in the bud-
get do show that the federal government's debt should be virtually
eliminated by 2055-56. The Parliamentary Budget Officer's esti-
mates also suggest elimination of the debt at approximately the
same point.

Did your question also relate to the provinces?

Mr. Gabriel Ste-Marie: My question related to the federal gov-
ernment.

You may have a comment to make for the provinces, but I don't
think the situation is the same.

Ms. Julie Turcotte: Obviously, these are not forecasts. What
they are is actually scenarios based on a certain number of reason-
able economic assumptions. That doesn't include the effects of fu-
ture recessions and the major challenges that we might have to deal
with. Essentially, it shows that maintaining the downward trend of
the federal debt to GDP ratio will enable us to meet those chal-
lenges. That is kind of the idea behind it.

In the budget, we also illustrate other assumptions relating to the
economic factors and how that might have an impact on the debt to
GDP.

® (1325)
The Chair: Thank you.

Thank you, Mr. Ste-Marie.

[English]
Now we'll move to MP Blaikie and the NDP for six minutes.

Mr. Daniel Blaikie: I'm going to come back to the question of
the 3% savings across departments. The Minister of National Rev-
enue was here earlier, and she concluded her opening remarks by
praising the staff at the CRA for the good work they do. No doubt
there are folks across government who have done a lot of hard work
over the last number of years.

Many of them have been two years without a contract, and those
two years have been incredible with inflation and the cost of living.
I think there's some concern that naming a 3% savings target in ad-
vance of concluding those agreements is an attempt to try to put
constraints on what's possible at the bargaining table.

I'd like to hear whether it's the department's intention to see the
3% savings represented in the mandate of the Treasury Board at the
bargaining table, or if the idea is to find those savings outside of the
collective bargaining process so that this period of inflation, which
we've all been going through, can be recognized in some appropri-
ate way at the table in those negotiations.

Mr. Christopher Veilleux: We'll go over to you, Evelyn.

Ms. Evelyn Dancey: Thank you for that question and for sharing
that observation from the minister, because we weren't in the room
yet. That was an interesting connection to make.

I'm the ADM at finance responsible for both of these tracks of
work. In my mind they are quite separate. The President of the
Treasury Board has a mandate for collective bargaining that she and
her officials are pursuing right now, with dozens of bargaining
agents, in good faith.

The refocusing of government spending measure really is for-
ward-looking and a response to the understanding that the size of
government grew quite significantly through the COVID-19 period.
It is an appropriate and fiscally important time to pause and ensure
that we are being most efficient with taxpayers' resources in light of
some very significant and costly priorities the government is ad-
vancing, including in health care and dental care.

In my mind, these are quite separate.

Mr. Daniel Blaikie: Thank you very much for that comment.

With respect to some of the budget items, there's a new clean
electricity investment tax credit, and the Kivalliq hydro-fibre link
project is named specifically in the section on that. I note that
there's no funding in the table for the clean electricity tax credit un-
til the 2024-25 fiscal year.

My understanding is that this project is ready to go to the next
stage but that federal funding is required. A federal mandate or en-
dorsement of the project is required in order to help the project get
to the next level. Does this mean there won't be support for the
project until 2024-25, or are there other envelopes out of which that
project could find a basis to keep making steady progress?
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Mr. Miodrag Jovanovic: With respect to the clean electricity in-
vestment tax credit, the effective date will be budget 2024. Next
year we're going to continue to refine the implementation and draft
legislative proposal with respect to this credit.

There are still a number of design elements to work on and clari-
fy. Also, with respect to the transition and coming into force, there
will be rules such that projects that have started already, as of bud-
get day 2023, will not be eligible. Basically, next year is a year
when these projects, even if they continue, are not missing out be-
cause they will not be eligible anyway, given the fact that the credit
is available only in budget 2024. A project that would start in be-
tween would still qualify, though.

This is the way this investment tax credit will be implemented.

Mr. Daniel Blaikie: Is there an existing envelope out of which a
project like the Kivalliq hydro-fibre link could be funded?

Mr. Miodrag Jovanovic: With respect to envelopes, there's no
specific funding because it's a refundable investment tax credit.

Mr. Daniel Blaikie: I mean outside of the tax credit.
Mr. Miodrag Jovanovic: I'm sorry. I misunderstood.

Mr. Daniel Blaikie: What I'm hearing is that the project won't be
eligible for the tax credit in any event. Are there other envelopes in
the meantime out of which the next stage of that project might be
funded?

® (1330)

Ms. Tasha Hanes (Director General, Sectoral Policy Analysis,
Economic Development Branch, Department of Finance): Yes,
certainly, and I think it's really worth pointing out to you another
measure in the budget that relates to the Canada Infrastructure
Bank, which gives this Crown corporation an increased focus on
clean electricity. The budget from two days ago indicated that the
CIB's investment targets for both its clean power priority area and
its green infrastructure priority area would be increased from $5
billion to $10 billion. That will provide additional focus and space
for the CIB to support important clean electricity infrastructure
projects. In fact, we know the CIB has been in discussions with the
proponents of the particular project you mentioned.

Mr. Daniel Blaikie: How quickly do you anticipate the Infras-
tructure Bank will be able to operationalize those changes to its
mandate?

Ms. Tasha Hanes: As usually happens after a budget document
includes a new policy space for the bank, it takes a bit of time to
work through what that means. Then the bank can bring that for-
ward as part of its corporate planning process. We would expect to
see that come forward over the course of the coming months. Its
next corporate plan is due to come forward fairly soon.

Mr. Daniel Blaikie: Okay. Would you anticipate seeing that in
the next corporate plan?

Ms. Tasha Hanes: I'm confident that the bank will be looking at
all of the new spaces for it that were in the budget and will be look-
ing at those in the context of its corporate plan.

The Chair: Thank you, Ms. Hanes and MP Blaikie.

Members and witnesses, we won't have time for a full second
round. What I'm going to do is break up the time equally. We'll

have five minutes for each of the parties, and we'll start with the
Conservatives and MP Morantz.

Mr. Marty Morantz: Thank you, Mr. Chair. I'll be splitting my
time with MP Chambers.

Four months ago, the fall economic statement was tabled. I real-
ize it's our job to criticize as the official opposition, but one of the
good things about it was that in 2027-28 it forecast a $4.5-billion
surplus, which is music to the ears of most Conservatives. We like
to see surpluses.

The budget that was just tabled now shows in that same year
a $14-billion deficit. That's an $18.5-billion swing in the 2027-28
budgetary outlook. Why is that?

Mr. Christopher Veilleux: I'll hand that one over to Evelyn
Dancey.

Ms. Evelyn Dancey: The table that I find most helpful—and you
might have already seen it—is on page 20 of the English version,
table 1, in which we start with the budgetary balance from the fall
economic statement and work our way down through the new mea-
sures in the budget, with changes in terms of economic and fiscal
developments.

Just to illustrate, there are many reasons why our forecasts
change from publication to publication, but there are a couple of
significant ones I would note, including the end balance for
2027-28, among others. There are economic conditions, which I've
already spoken to, that have resulted in fiscal impacts, including
with respect to our public debt charges. That's one element of addi-
tional costs compared to the fall economic statement. They're all
the measures in the budget, many of which have net fiscal impacts
in that final year of our forecast. Those would very notably include
the new long-term care health care funding with provinces as well
as further details about the dental plan.

Mr. Marty Morantz: I'll give the rest of my time to Adam
Chambers, Mr. Chair.

Mr. Adam Chambers: Thank you.

Congratulations on the budget. That's a lot of hard work. It takes
a lot of time and effort.

I just want to flip back to the savings. There is a difference be-
tween a lapse, a one-time savings and an ongoing run-rate reduc-
tion. Are we to understand that the commitment now going forward
is a commitment to find annual run-rate reductions in government
spending?

Ms. Evelyn Dancey: Yes. The budget measure includes an an-
nounced ongoing savings component.

Mr. Adam Chambers: As a follow-up question, has the govern-
ment identified, up until now, any existing program for savings?
Has there been a cut to any ongoing program yet?

Ms. Evelyn Dancey: This ongoing savings commitment in the
budget will be followed up with a Treasury Board Secretariat presi-
dent-led process, so—
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Mr. Adam Chambers: I understand, but up until now there has
been no program-identified cut by the government. At one point
there were savings to be had, and we found the savings by lapsing
spending. We actually never cut a program, but we're to believe
now that we will find run-rate spending eventually.

® (1335)

Ms. Evelyn Dancey: This measure includes ongoing savings and
follows up on the budget 2022 commitment to do so.

Mr. Adam Chambers: Okay.

My Liberal colleague said that you can tell a lot about your prior-
ities by where you're spending. How much is the total interest paid
on the debt for 2023-24, next year? It's $44 billion. Is that right?

Ms. Evelyn Dancey: Yes.

Mr. Adam Chambers: How much will we spend on the Canada
health transfer next year? Is it $49 billion? That's within $3 billion
and $4 billion.

Ms. Evelyn Dancey: Yes.

Mr. Adam Chambers: We're spending almost as much on debt
servicing costs as we are on transfers for health care. It seems to me
that the priority of the government should be to service the debt be-
cause it's grown so much. Part of the reason is interest rates, which
have been driven up by a number of factors. We can get into some
of them now, but we don't have time.

The Governor of the Bank of Canada just last week said that
deficit spending made interest rates go higher this year. That is one
of the things we're looking at. Would you agree with the previous
Governor of the Bank of Canada?

Ms. Julie Turcotte: On that point, I will point out that the bud-
getary balance has improved sharply over the last couple of years
following the increase from pandemic emergency supports. The
fact that the budgetary balance has improved sharply also provides
a signal of declining net stimulus provided by fiscal policy over
that period of time.

Mr. Adam Chambers: Thank you.
[Translation]
The Chair: Thank you, Mr. Chambers.
[English]
Now it's over to MP Chatel for the Liberals for five minutes

[Translation]
Mrs. Sophie Chatel: Thank you, Mr. Chair.

I think Mr. Chambers will agree with me as to what demanding
work this is, starting months and months before the date the budget
is tabled. We know this because we too have lived through budget
seasons at the Department of Finance.

I congratulate you on the excellent work you are doing. This was
not an easy time to be doing a budget. On the one hand, you have to
be fiscally prudent; on the other hand, opportunities are presenting
themselves that must not be missed. I think this budget achieves
those objectives.

Ms. Turcotte, you spoke just now about net debt to GDP. I would
like to come back to that.

It is amazing that Canada is the country with the best net debt to
GDP ratio of all the G7 countries, they being our competitors for
tomorrow's economy. We also have the lowest deficit to GDP in the
G7 countries.

Can you tell us more about Canada's financial health in the mid-
dle of this international competition toward the economies and the
green economy of tomorrow?

Ms. Julie Turcotte: There are two parts to that question.

In terms of the fiscal advantage, the risk premium associated
with the government's obligations, for example, may be lower. So
that allows us to have interest rates in the long term that are lower
than in other economies, which is an advantage for Canada.

1 think my colleague wants to answer the second part of the ques-
tion.

Mr. Nicolas Moreau (Associate Assistant Deputy Minister, Fi-
nancial Sector Policy Branch, Department of Finance): What |
am going to say relates to the credit side, so it is somewhat like
what my colleague said.

By having a lower debt to GDP, our debt repayment capacity is
necessarily higher, and this means we can have a AAA credit score,
which is what most of our credit scores are in the world at present.

Our premium, as compared to other countries', is therefore much
lower. It is even negative, if we compare it to some countries. Our
interest rates are therefore much lower. Our capacity to repay the
debt is therefore also much higher, in this case.

Mrs. Sophie Chatel: So we have the means to back up our am-
bitions, which is a good thing.

One of the issues I am very interested in is the measures for com-
batting money laundering and terrorist financing.

I know you are going to be in charge of preparations for the re-
view of the Canadian system that will deal with these questions.
Can you tell us more about that?

These are things that the committee is following very closely.
® (1340)
Mr. Nicolas Moreau: Yes, I can tell you a bit about that.

The budget states that we will be doing a program review, some-
thing that is mandatory every five years. The last review was
in 2018. Given that the Department of Finance is responsible for
the system, we are going to initiate public consultations.

An announcement will in fact be made in the near future in order
to consult the public and the various levels of government to find
out how we could do things better. There are always ways to inno-
vate. As well, there have been a lot of technological developments
and other factors, given these recent years, that we will have to take
into account in the next review. How we support the review will be
by producing a document, making recommendations to the Minis-
ter, and distributing them.
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Mrs. Sophie Chatel: I very much encourage you to follow all
the recommendations made by the Financial Action Task Force, the
FATF, which my colleagues and I are following closely.

My question relates to our investments. One of the key items in
the 2023 budget really is the transition to a green economy. This
means creating infrastructure and laying the foundation so our busi-
nesses and our workers can achieve outstanding success in the
economy of tomorrow. Some people in Canada are interested in the
opportunities to be seized for that purpose.

Can you tell us, in very simple terms, what advantages, what
foundations the budget is laying? As compared to what the Ameri-
cans are doing right now, where do our key advantages lie, as re-
ported in the budget?

[English]

The Chair: MP Chatel, we are at the end of your time. It goes
quickly.

We are moving to the Bloc and MP Ste-Marie for five minutes.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

From my perspective, if we examine the figures provided by the
Parliamentary Budget Officer, managing the debt to GDP ratio
refers to the question of fiscal imbalance. This is a very important
problem, but it is political, so I am going to spare you on that sub-
ject.

The government supported people during the pandemic and spent
huge amounts. We in the Bloc Québécois have asked that the gov-
ernment eliminate the deficit in the employment insurance fund
generated during the pandemic. If we look at the budget, at
page 233 of the French version, we see that this will not be the
case. Not only does the budget announce that there will be no re-
form of employment insurance, but it also announces that the work-
ers and businesses that contribute will make up the deficit.
For 2021-22, that will amount to $25.9 billion. This year, it
is $24 billion, and equilibrium will be achieved in 2030.

Can you confirm that I am reading the situation correctly?

Ms. Evelyn Dancey: Yes, you found the right table. I will add
that the government has already reimbursed the Employment Insur-
ance Operating Account by transferring $27 billion to it. As the
name indicates, the employment insurance program is an insurance
program, so it is provided that workers contribute to it. There is a
seven-year period for restoring the Account.

Mr. Gabriel Ste-Marie: Thank you for your answer. That is
very clear.

I would like to add a brief comment: barely four out of ten peo-
ple who lose their jobs have access to employment insurance. From
our perspective, and again, this is a political question, this is an in-
surance policy that doesn't work. If my fire insurance policy told
me that I have one chance in two of being covered, I would go and
look elsewhere. In my opinion, employment insurance is not
achieving its objectives.

Mr. Hammond, I don't know whether you are able to answer on
behalf of the Office of the Superintendent of Financial Institutions.

On the subject of risks, we see that the banks are having problems
in the west and that some are going bankrupt, including Silicon Val-
ley Bank and Credit Suisse.

How does your office see these risks and what is the situation of
financial institutions in Canada at present?

® (1345)
[English]

Mr. Michael Hammond (Chief Financial Officer, Office of the
Superintendent of Financial Institutions): As CFO for OSFI, I'm
not in the best position to comment on this, but what I can say is
that OSFI's mandate is to ensure we have a sustainable and effec-
tive financial services industry in Canada. We've had significant in-
vestments in that area, and the superintendent has taken action re-
cently, as you will have seen, when there's a problem.

[Translation]

Mr. Gabriel Ste-Marie: I gave it a try. Thank you for your an-
SWer.

Coming back to the Department of Finance, I am going to ask
two questions.

First, Ms. McDermott, regarding the health agreement, are there
conditions attached to the transfers? If so, what are they?

Ms. Alison McDermott: In fact, for the $2 billion that will be
granted this year, there are no conditions. However, to participate in
the five per cent guarantee, we want to have a commitment from
the provinces about data collection.

This is mainly a matter of getting the provinces' cooperation in
the realm of data collection, but it is also about getting information
on what the provinces are already doing with their populations, to
have a better description of the status of their systems.

Mr. Gabriel Ste-Marie: So it is talking about cooperating with
respect to data and showing that the money transferred is in fact go-
ing to the health care sector.

Ms. Alison McDermott: Yes. In fact, most of these conditions
relate to the other parts of the agreement. So the conditions con-
cerning the Canada Health Transfer are minimal and are related to
this cooperation on data collection.

Mr. Gabriel Ste-Marie: Okay. Thank you.

There isn't enough time left for my other question.
The Chair: Thank you, Mr. Ste-Marie.
[English]

Now we're moving to our final questioner, MP Blaikie, for the
NDP.

Mr. Daniel Blaikie: My understanding is that the government
has made a choice to allocate $25 billion of its CERB debt to the EI
account. I'm wondering if you can share with the committee what
impact that has on the way the government reports either its deficit
or its cumulative debt. Does it make a difference whether that $25
billion of debt is parked with the EI account or on the general
ledger?
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Mr. Christopher Veilleux: Thanks for the question. I'll hand it
over to Allison.

Ms. Evelyn Dancey: I'll start and she may supplement.

Because the EI account is consolidated in the Government of
Canada's finances, the $25 billion is $25 billion wherever it is.

If there is an interest to somehow make the EI account whole
faster than the seven-year break-even rate would call for, it would
mean, from the Government of Canada's consolidated viewpoint—
which is my viewpoint and my role—that we would have to for-
go $25 billion of revenue in the coming years. That would be the
implication of doing this.

Mr. Daniel Blaikie: Thank you. That was actually my next ques-
tion.

The significant aspect of allocating that debt to the EI account is
to raise $25 billion over seven years through EI premium rates so
that EI premium payers pay $25 billion more over seven years than
they otherwise would if the debt was on the general ledger.

Ms. Evelyn Dancey: Mathematically speaking—I'm not going
to dispute the math there—the government has directly shouldered
from the consolidated revenue account the vast amount of support
for individuals, both through that transfer back for the EI-ERB and
through all of the individual benefits that were flowing through the
CRA. Those were paid for through the consolidated revenue ac-
count rather than the EI account.

What remains to be shouldered by the insurance system are other
measures that involved adjustments to eligibility parameters. That's
Allison's expertise, but I would say again that it is an insurance pro-
gram and it's not unfair that recipients within the insurance program
make a contribution over time. It's the seven-year—

® (1350)

Mr. Daniel Blaikie: The insurance program was effectively
paused over the course of the pandemic. The program that rolled
out was not employment insurance as we've known it in Canada ev-
er, really. The employment insurance program was inadequate to
the task, so it's not that the employment insurance program operat-
ed in any real sense of the word during the pandemic. What we had
was a replacement program, and ESDC administered part of that
program for people who otherwise might have been EI eligible.
That was effectively it. It was an administrative decision about how
to roll out a program that really had nothing to do with employment
insurance, given that EI wasn't up to the task.

We don't have to argue that point. I'm pretty settled in my con-
viction on that, unless you feel a response is warranted.

I have another line of questioning that I want to come to.

Page 44 of the budget talks about a code of conduct to protect
Canadians with existing mortgages. We know there have been re-
ports lately that Canada's major banks have anywhere from 20% to
25% of their books with variable rate mortgages. A significant
number of those are on fixed payment schemes where the fixed
payment for folks now isn't even covering all of the interest, let
alone any of the principal. I'm glad that banks are finding a way to
accommodate people and keep them in their homes.

I am looking for an opinion on whether banks are operating with-
in their proper authority doing that and whether there's a need for a
public policy response. I take the budget to be indicating that there
is some desire to have an official public policy response so that this
isn't being decided by banks on their own. I'm just wondering what
that public policy response might look like, the nature of the guid-
ance that might be given to banks.

I'm happy to hear from the Department of Finance on this or
from our witness from OSFI. I appreciate your role within the orga-
nization. You may not feel prepared to comment on that, but cer-
tainly if you have a point of view you're willing to share with the
committee, it would be welcome.

The Chair: This will be our final answer to questions.

Mr. Nicolas Moreau: I can take this one.

Yes, of course, banks have some flexibility right now to help
some borrowers make their payments. We know that with the rapid
rise in interest rates, some have been more stretched than others.
The objective here is to make it public and to encourage banks that
have not been as active to call their clients or make some accom-
modations by doing that. By making that straightforward and ex-
plicit in the budget, we hope that more flexibility will be given to
homeowners.

[Translation]

The Chair: Thank you, Mr. Moreau.
[English]

Thank you, MP Blaikie.

On behalf of the finance committee, we want to thank the offi-
cials for their testimony and for appearing for this study. Witnesses
and officials are free to go at this time.

Members, hang on a second; I need your time. I need a couple of
minutes with you, quickly.

If members wish to adopt the main estimates today, these are the
motions that need to be adopted: Shall I report votes 1 and 5 under
the Department of Finance, less the amounts voted in interim sup-
ply, to the House?

Are members okay with that?

Mr. Philip Lawrence: I'm sorry, but maybe someone who's had
a bit more time on this committee can share the history on this, or
even the clerk. Is this what's normally been done in the last couple
of years?

The Chair: I'll defer to the clerk.

The Clerk of the Committee (Mr. Alexandre (Sacha) Vas-
siliev): The study of main estimates can be done in as many meet-
ings as you wish. The committee can adopt the main estimates to-
day, or it can decide to have other meetings on the main estimates
to ask for other witnesses to come. It's entirely at your discretion.

Mr. Philip Lawrence: Okay. We're at the end of the meeting,
and I don't want to be unreasonable, Chair, but if we could perhaps
put it off so we can discuss it, that would be great.
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The Chair: Okay, we can do that. We have until May 31. The Chair: Yes, because we have 90 minutes with the governor.

. That was the motion adopted by the committee.
Members, just before you head out the door, and so that you are p Y

all aware of this, the Bank of Canada governor will be with us on
April 18, possibly with the PBO. Thank you.
® (1355)

Mr. Adam Chambers: I'm sorry, Chair. Is the PBO for only half
an hour? Now we'll adjourn.

Thank you, members.
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