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[English]

The Chair (Kelly McCauley (Edmonton West, CPC)): Good
morning, everyone. | call the meeting to order.

Of course, that is the signal to our friends with the media to turn
off their cameras and head out.

Thank you very much for joining us today.

Welcome to meeting number two of the House of Commons
Standing Committee on Government Operations and Estimates,
widely known around the world as the mighty OGGO, of course,
the only committee that matters.

Before we continue, I have just a couple of housekeeping items,
because we have some new members.

One is just a reminder to keep your headpieces away from your
microphones so that we can protect the hearing of our very valued
interpreters who are joining us today.

I have a couple of other things. We do operate OGGO somewhat
informally compared to other committees, and if you're trying to
get the chair's attention, we just ask that you put up your hand and
wait until you're recognized before you start speaking, please.

We have our very first guest today. Pursuant to Standing Order
108(3)(c), we're holding a briefing with our interim Parliamentary
Budget Officer, Mr. Jason Jacques, who has been with us many
times over the years.

Congratulations on your appointment. Although I think we are
disappointed that the government ignored the will of the committee
in terms of our wish to extend Mr. Giroux's term, I have to say
we're very pleased that you've been appointed as the interim PBO.
We know you're very dedicated to the role and to the office. Con-
gratulations. Welcome back to OGGO.

We'll open the floor with your opening statement, sir. Please go
ahead.

Jason Jacques (Interim Parliamentary Budget Officer, Office
of the Parliamentary Budget Officer): Thank you, Mr. Chair.

Good morning, distinguished members of the committee. Thank
you for the invitation to appear before you today.

My name is Jason Jacques. I am honoured to serve Parliament as
the interim Parliamentary Budget Officer. You have me for another
166 days unless the Prime Minister appoints somebody else for a
seven-year term more quickly.

[Translation]

As I begin my term, I'd like to take a moment to acknowledge
the work of my predecessor, Yves Giroux.

Mr. Giroux set high standards of excellence that were recognized
by the Organisation for Economic Co-operation and Development,
the OECD, which ranked Canada as the number one country in the
world for independent tax institutions. The entire team at the Office
of the Parliamentary Budget Officer, myself included, is determined
to maintain the quality and integrity of the work he has done.

[English]

My primary message to this committee today is one of stability
and continuity. Our office remains steadfastly committed to its core
mandate: providing independent, non-partisan analysis of the na-
tion's finances, the government's estimates and the Canadian econo-
my.

Parliamentarians and the public can be confident that our work
will continue without interruption. We will continue to provide the
clear, accessible and transparent analysis that you expect from our
office. Our work will always be guided by evidence and a firm
commitment to supporting informed debate within these walls and
across the country.

To that end, last week we released an analysis of the family
wealth distribution. Later this week, we will publish an updated
analysis of federal infrastructure spending. Next week, we will pub-
lish the economic and fiscal baseline for the country. In advance of
the government's budget—budget 2025, whenever it's published—
we think parliamentarians need to see a five-year forecast of where
the nation's finances currently stand, so that they are well prepared
to consider whatever the government decides to bring forward as
part of its economic and fiscal plan.

We recognize that this committee and all of Parliament face key
budgetary issues in the months ahead and that your decisions will
impact all Canadians. To that end, I want to extend an invitation.
Our door is open. We are here to support your work. We encourage
you and your staff to reach out for briefings or with any questions
you may have. We promise to be responsive, clear and—this is
bolded in my opening remarks—impartial.
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[Translation]

As committee members know, I have already reached out to their
offices to provide them with information about our plans in the
coming months.

Thank you for your time. I look forward to any questions you
may have.

[English]
The Chair: Thank you, Mr. Jacques. I should have told you it

has been customary in the past that the PBO brings doughnuts for
the committee at his appearances.

Thanks very much.

We'll start with Mrs. Block for six minutes.

Kelly Block (Carlton Trail—Eagle Creek, CPC): Thank you
very much, Mr. Chair.

Good morning and welcome to our committee meeting today. 1
want to echo the chair's congratulations on your appointment as the
interim Parliamentary Budget Officer. Of course, as you know, it
was a Conservative government that created this office with a view
to receiving that very impartial advice that you noted in your open-
ing remarks. I look forward to working with you over the next six
months. Hopefully the Prime Minister will see this appointment as
being very important and look to putting someone in place on a per-
manent basis.

I want to get right to some of the questions that we have based on
the reports that have been released to date. Would you agree that
without a clear definition of what counts as operating spending, it's
impossible to evaluate whether the government is on track to meet
its fiscal anchors?

® (1110)

Jason Jacques: Officially, within the office, I don't know that
the government currently has fiscal anchors, which, of course, caus-
es the people I work with a considerable degree of concern at this
point. As everyone knows, the government did have fiscal anchors.
The previous minister of finance had the fiscal anchor of a ceiling
of the annual deficit at 1% of GDP, along with the declining debt-
to-GDP ratio. It's unclear where those stand. They haven't been reit-
erated by the current government to the best of my knowledge.

With respect to your point regarding the capital and the operating
side, we haven't seen a clear definition of what would fall into capi-
tal and what would fall into operating. At this point, it's impossible
for us, and for you as parliamentarians, to assess the likelihood or
probability of the government hitting any fiscal target.

Kelly Block: Thank you very much.

Do you have any idea of when the government will give a con-
crete definition of its spending criteria and what its fiscal anchors
may be, so that you can do the very important work of monitoring
the government's spending plans?

Jason Jacques: The short answer is no. There's a longer answer
I can give you if you have more time, which is that we're waiting
for budget 2025 at this point. Traditionally what happens is all is
revealed in a 400- to 500-page document, and at that point we will
have a clear sense of precisely what the fiscal anchors are. If the

fiscal anchor continues to be balancing an operating budget, hope-
fully at that point there will be a definition of what that operating
budget actually means.

Kelly Block: Thank you.

If the government is impeding the PBO from fulfilling its man-
date as a fiscal monitor without any fiscal anchors being identi-
fied—a budget that has not been presented yet, and it sounds like
it's going to be pushed back even further than what the Prime Min-
ister promised earlie—would you say it creates more uncertainty
for potential business investment in Canada?

Jason Jacques: The uncertainty is always elevated in a period of
low transparency. That goes without saying and is well researched
and well demonstrated. That's why the Parliamentary Budget Office
was created and set up in 2008. In these situations where, for what-
ever reason, there ends up being a gap in fiscal transparency, not
only will the Parliamentary Budget Office point out that potentially
we're operating with incredibly low levels of fiscal transparency,
which will feed into business uncertainty among other things, but
the Parliamentary Budget Office can actually step in and try to alle-
viate part of that, which is why next week we're going to be pub-
lishing our economic and fiscal baseline: a new five-year forecast,
our outlook on the economy, as well as our outlook on the deficit
figures for the next five years. Hopefully that will alleviate some of
the uncertainty.

Kelly Block: My next question is this: If the government were to
balance its operating budget but continue to increase its inflationary
spending, who would end up paying for that spending?

Jason Jacques: I would say two things. The short answer to
your question is there's only one: the taxpayer. The people of
Canada work hard. They send money to Ottawa, which all of you
get to vote on and decide how it's going to be spent across the
country. If there's additional money borrowed, obviously it has to
be paid back at some point, and the people of Canada are going to
do that.

I would also circle back to my previous answer with respect to
the operating and capital budgets. We currently don't have a defini-
tion of the operating budget, so it's purely speculation on anybody's
part at this point: What would happen should the operating budget,
which has not been defined by the government, be balanced?

The Chair: Thanks very much.

Mr. Gaheer, go ahead, please.

Iqwinder Gaheer (Mississauga—Malton, Lib.): Thank you,
Chair.

Sir, I'd like to echo calls from the opposition, and the chair as
well, in congratulating you on your interim appointment.

Regarding the line of questions that was just asked, what was the
old definition of “operating expenses” that was used beforehand?
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Jason Jacques: We published a note on this over the course of
the summer. There ends up being a standard definition that I think a
lot of people will be familiar with in the budget. In the budget,
when you're looking at the expense table, you come down and
there's a line called “operating expenses”. Typically, those operat-
ing expenses, as currently defined by the Government of Canada,
primarily include things like salaries and things related to salaries,
like professional services expenses, utilities or anything related to
the ongoing operations of the government.

Again, anything I would say at this point is speculation, because
there hasn't been an official backgrounder issued by the Govern-
ment of Canada, by the Department of Finance, regarding what the
new definition could potentially be. However, that's the traditional
definition that all of us are familiar with.

Iqwinder Gaheer: The minister announced that we're going to
increase capital expenses as opposed to operating expenses, so how
might the separation of operating and capital expenses affect the
transparency of federal spending?

Jason Jacques: To go back to a point I made earlier, I think the
first aspect is how the terms are actually defined. We currently have
definitions of “operating capital” that show up in the budget—peo-
ple are familiar with it—and they show up in the public accounts,
audited by my counterpart, the Auditor General of Canada. If these
terms are defined differently to mean different things, there obvi-
ously ends up being a risk that people end up being confused, or the
terms end up being conflated, even though they mean slightly dif-
ferent things. That's obviously a risk and something we're going to
pay attention to. It's something that the Department of Finance and
the government are aware of.

I was appointed by the Prime Minister, and I don't need to make
his arguments for him, but potentially, someone taking more time to
come up with a comprehensive and well-thought-out definition of
what “operating” and “capital” look like before rolling out a new
definition and a new way of presenting things isn't a bad thing.

Iqwinder Gaheer: In your viewpoint, were those definitions
dated and should they be updated?

Jason Jacques: Those definitions primarily come from interna-
tional accounting standards. In terms of the existing definitions, a
point that we made in the report that we published in the summer is
that, from our starting point, everyone around the world is familiar
with them. The Government of Canada doesn't control those defini-
tions, so they're impartial and independent. If you run a business or
you're a small business person, you're familiar with those defini-
tions as well. For us that means that those are the definitions we're
going to focus on.

Certainly, I've been here for 17 years, and, from my perspective,
parliamentarians get this sense of a bottom line. Are you borrowing
more or less money? Do you have a deficit? Do you have a sur-
plus? We haven't had a surplus in a while, so we haven't had to talk
about that. Changing the definitions at this point to say, “Well, do
you have a surplus in your operating budget versus your capital
budget?” will definitely be a challenge, for nomenclature, in trying
to explain things.

Also, something members of the committee obviously are aware
of is that there aren't a lot of people on the Hill who have a detailed
financial background. There are really smart people. Obviously,
parliamentarians are smart, committed and willing to put in the
time and the effort, otherwise they wouldn't be here. At the same
time, they don't have time to go into excruciating detail around the
international financial standards definition of what an operating
budget is and then do the cross-comparison to something else. That,
I guess, is why we're here. Ultimately, whenever the government
ends up with a definition, and whatever definition they end up with,
the Parliamentary Budget Office will be here to explain it in the
best way we know how, to support parliamentarians.

Iqwinder Gaheer: It's been a long time since I took accounting
as an undergraduate—maybe not that long—but I remember that
there were several different standards, actually. There was an inter-
national standard and there was an American standard. There was a
bit of a tussle between the two on which one should reign supreme.
Is it still the case that there are several definitions floating around?

I understand the benefit of the continuity of keeping a certain
definition, but in today's day and age, to model today's spending ex-
penditures, I think you also mentioned that it's maybe not the worst
thing to update those definitions.

Jason Jacques: No, not at all. I think, to answer that, because
I'm getting the evil eye from the chair, I'll cut to what I think is the
most—

The Chair: It's because of the doughnuts.
Voices: Oh, oh!

Jason Jacques: We can have a geeky discussion about account-
ing standards. Is it a bad thing to update standards in the presenta-
tion of documents? Absolutely not.

If the approach internally within the government is to move to a
decision-making approach where internally within the public ser-
vice they're going to be focusing on operating versus capital, I
would hope that they would be presenting that in the budget, so that
people could actually understand how the government is making
decisions and what it looks like. It would be non-transparent, or
would undermine transparency, to have one way of making deci-
sions inside the government and to then present a set of financial
statements or a set of financial information without incorporating
what the government knows internally.

® (1120)
Iqwinder Gaheer: There's always room for improvement, right?
Jason Jacques: Yes.

The Chair: Thank you, sir.
We'll go to Ms. Gaudreau for six minutes.

Go ahead, please.

[Translation]

Marie-Héléne Gaudreau (Laurentides—Labelle, BQ): Thank
you, Mr. Chair.
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Mr. Jacques, it's a privilege to have you here today. I am acutely
aware of our current political reality. I eagerly await your economic
report next week. That will help us with our own work.

That being said, I have a number of questions for you, because |
need clarification. It must be said, the Prime Minister told us there
would be a budget featuring both austerity and investments.

I'm thinking of my fellow Canadians. Entrepreneurs are asking
me how we will manage to strike some kind of balance in the fu-
ture.

Given all the imperatives required for financial stability and eco-
nomic development, how can we achieve a diligent fiscal policy?

Jason Jacques: Thank you very much for your question.

I think the Prime Minister or officials from the Department of Fi-
nance would be better placed to answer it, but I can imagine it
would be difficult. As we discussed before the meeting, this is a
very difficult time economically. There was a loss of 100,000 jobs
over the summer. In addition, as we saw this morning, the con-
sumer price index has risen. In the current economic context, it is
difficult.

In addition, given the financial context, it is clearly much more
difficult now compared to the situation before the election. The
deficit will be higher than we previously forecasted. MPs and sena-
tors will have to find a solution to change and reshape Canada's
economy to ensure sustainable long-term growth. It's important to
understand that our supposed crucial economic relationship with
the United States is over. To quote the Prime Minister, there was a
breakdown.

As you said, it's going to be incredibly difficult. These are not
normal times. In my opinion, the current economic context is more
difficult than the one we experienced during the pandemic and in
2008 and 2001.

Marie-Héléne Gaudreau: I think your 17 years of experience
will really help enlighten us. We hope to be very satisfied, but I'm
not concerned at all.

As for the much-discussed debt-to-GDP ratio, they say that ours
is the best in the G7. Is that a smokescreen? Since there's a lot of
talk about taxation, the federal budget and the debt rate, what do
voters, citizens, need to know about this topic?

Jason Jacques: For us, the debt-to-GDP ratio is a simple and
important number. I think that's the case for most people and gov-
ernments around the world. It's a way to quickly assess whether or
not the Government of Canada's current situation is stable. There
are two aspects to that number: There is debt, meaning all the pay-
ments made in the past, and the size of Canada's economy. For us,
this aspect is important because it underpins economic growth.

As I mentioned, in the past, Canada followed what was happen-
ing with the U.S. economy, because of the supposed crucial rela-
tionship it had with that country. That is no longer the case today.
As you know, all businesses are conducting their own assessments.
Over the past years and decades, we exported many goods and ser-
vices to the United States. That will no longer be the case in the fu-
ture.

We need to restructure and grow our economy to ensure that
growth remains high and that the debt-to-GDP ratio stays the same
or is reduced. We also have to ensure that people's standard of liv-
ing remains high and that it rises.

® (1125)

Marie-Héléne Gaudreau: I have another question for you dur-
ing my next turn.

[English]

The Chair: Thanks.
We'll now go to our five-minute round with Mr. Patzer.

Just so you know, when we get back to the Bloc, instead of a
two-and-a-half-minute round, it will be a five-minute round be-
cause I'm combining the next two rounds for her. We'll skip her in
the next round.

Mr. Patzer, go ahead.

Jeremy Patzer (Swift Current—Grasslands—Kindersley,
CPC): Thank you very much, Mr. Chair.

Thank you very much, Mr. Jacques, for being here.

I'm just wondering whether the government has consulted your
office yet when it comes to the development of a budget for this
fall.

Jason Jacques: Yes, the government has reached out to us. De-
partment of Finance officials reached out to us last week. We had a
very productive, although short, discussion with them with respect
to some of their ideas around the operating and capital budget defi-
nitions.

Jeremy Patzer: There's a rumour that hit the news yesterday and
today about the government possibly delaying the budget until
November. Does that complicate things for you, or does that throw
any wrenches into the gears in terms of how you're able to do your
job and able to effectively provide that transparency for taxpayers?

Jason Jacques: The short answer is no. It doesn't.

Again, I go back to that being the reason our office was created.
If the government wants to take 10 months before it puts up an Ex-
cel spreadsheet that indicates what its deficit estimates are for the
next five years, that's great for us. We will go in and fill the space.

Next week, you're going to see a five-year forecast from us. If
the government wants to go 12 months without producing a budget,
as a citizen I would feel a bit uncomfortable, but as somebody who
works in the parliamentary budget office, I would say that's great
for us, because we will occupy all of the space it decides to give up.

Jeremy Patzer: That's interesting.
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Did you get a chance to look at the Liberals' campaign after they
were elected and formed government? Did you get a chance to look
at the spending announcements and the promises and give a costing
analysis of that? This is post-election, not pre-election.

Jason Jacques: No, we haven't gone through the platform.

As you may be aware, one aspect of our mandate is to cost elec-
toral promises at the request of a particular political party. We did
some of that work, as you can see on our website, for the Liberal
Party of Canada. Typically, we do not circle back after the election
to cost the entire platform, because there's usually a bit of space be-
tween what's in the platform and what ultimately ends up being im-
plemented.

Especially given the current period of uncertainty, we wanted to
make sure that we were focused on what Parliament is actually vot-
ing on, because once the election is over, our mandate is to focus
squarely on the decisions that parliamentarians are making. It's
great to have something in the platform, but if you all—vous—are
not voting on it, from our perspective it's a waste of everybody's
time.

® (1130)
Jeremy Patzer: Okay.

There was a request, I guess, by the Prime Minister to cabinet, to
find $25 billion in savings by this fall. How hard would it be for the
government to find $25 billion in savings by the fall?

Jason Jacques: Yes, I don't know. I work for the parliamentary
budget office, not the parliamentary spending restraint office.

There's one thing I will say. For the first 10 years of my career I
worked in the federal public service in Finance, the Privy Council
Office, the Treasury Board Secretariat and the Bank of Canada. I
spent a lot of time working on restraint exercises. The timelines are
tight. You can certainly find money.

The timelines are very, very tight that the government has in
mind, and given the order of magnitude of the funding that they're
looking at.... It doesn't mean it can't be done. It just means that, to
the best of my knowledge, it is a significant undertaking, and po-
tentially.... I think the public service is certainly up to the challenge,
but if you go back to the 2012 restraint exercise, in that situation we
had the 2011 election, Parliament came back in June, direction was
provided to the public service at the end of June, and then we had a
budget in March of the subsequent year, 2012.

In that situation, you were looking at around a 5% spending cut
as opposed to.... Now, as I understand it, it's 7.5%, going up to
15%. In that situation, for the 5% spending cut, you were looking at
nine to 10 months.

You can do it, but it will be tight for them.

Jeremy Patzer: It will make it tough when the Prime Minister
comes out and announces $13 billion in a new bureaucracy for a
housing fund. There's $4 billion for Ukraine and there's $9 billion
in defence spending. He just announced $9.5 billion more in Toron-
to the other week. I mean, on the one hand, he's saying to find $25
billion in savings, but on the other hand, he has announced more
than that in new spending.

I guess that in November, when you get the budget, maybe you'll
get a chance to see how that's going to pan out. Does that mixed
signal make it hard for your office to find clarity in how you're go-
ing to account for that?

The Chair: There is time for a yes-or-no answer. Perhaps we can
save it for the next round.

Jason Jacques: No. You'll see that we're tracking all of these an-
nouncements. I would say that the Department of Finance is very
helpful in providing detailed information with respect to the spend-
ing—over a five-year period of time—about what each of these an-
nouncements is going to cost, and we account for all of it and we
keep track of it. You'll see it next week with our updated economic
and fiscal outlook.

The Chair: Thank you.

Ms. Sudds, please go ahead.

Hon. Jenna Sudds (Kanata, Lib.): Thank you, Chair.

Thank you so much, Mr. Jacques, for being with us today and for
stepping up in this new capacity. I'm wishing you well in your 166
days. That's a short amount of time to get a lot done, I know.

We've spoken a bit this morning about the uncertainty that I think
is certainly felt in the economy right now and, I would say, particu-
larly in light of the trade war, in both the U.S. and China, and the
implications of that in our economy. We've heard repeatedly from
our Prime Minister about the efforts to build Canada strong, to
build the strongest economy in the G7, with really a focus on mak-
ing the necessary investments in Canadians and our economy to be
able to achieve that and to support us throughout these times.

You mentioned in one of your comments the key to our prosperi-
ty being, really, the size of the economy. As we move towards a
budget shortly, I'm wondering what or how you believe the budget
can contribute, first of all, to mitigating that uncertainty, and sec-
ond, to growing the economy.

Jason Jacques: I think most people in the room would not be fa-
miliar with the seminal piece of work that the Prime Minister put
together when he was the associate deputy minister of finance in
2005, called “A Plan for Growth and Prosperity”, which was pub-
lished by the Department of Finance.

Going back to the Prime Minister's own microeconomic frame-
work.... There are two parts, two key things, in an economy. First,
there are people. We have, in Canada, about 41 million people who
are hard-working, diligent and really talented. Then you have how
they're organized and what they have to work with, so you have
labour, and then you have the productivity and how you support
those people.
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Anything you can do at this point.... I think, based upon the gov-
ernment's statements, it's focused more on the productivity side:
what tools you provide to people, how you organize them with dif-
ferent types of businesses, and what type of additional infrastruc-
ture needs to be put in place so that people can be more productive,
earn bigger paycheques and pay more taxes so that we can reduce
that deficit.

I think those are probably some of the most important things that
I expect to see coming out of budget 2025, as well as something
you alluded to on the people side: investments or supports for peo-
ple for retraining. I'm around for 166 days. Following that, I hope
to go back to my old job, unless Parliament deigns to keep me
around for longer. If I'm looking for a new job, I'm definitely going
to be counting on employment insurance and some of the retraining
programs. I'm 50 years old; I think I still have a couple of years left
to make a contribution to the economy. That's something else that
we're going to be looking at for budget 2025, because of 100,000
involuntary job losses over the summer. The labour market is a lag-
ging indicator, so all of those people are going to be looking for
new jobs. They're not necessarily going to find jobs in the fields
they were in previously, in what they were trained for. I think all of
us know that that's where the government can step in and provide
them with some sort of support so that they can make the best con-
tribution possible to the Canadian economy and society.

® (1135)

Hon. Jenna Sudds: Just last week, Minister Patty Hajdu made
an announcement about retraining and being able to be there for
Canadians as the economy shifts and as the job market shifts. |
think a really key component of that as our government makes
these investments, whether those are through the major projects of-
fice and major infrastructure projects or also here in Ottawa with
the public service.... I would agree that the talent piece is a big
piece, and so is the retraining, as we've seen those commitments.

I'll leave it at that, Mr. Chair.
The Chair: Thank you very much.

Ms. Gaudreau, you have five minutes, please.
[Translation]

Marie-Héléne Gaudreau: Thank you very much, Mr. Chair.

We're in the midst of challenging times. We're all aware of that. I
am concerned, as are my fellow Canadians. They told me so when
they realized how Bill C-5 had been passed, that is to say by impos-
ing closure.

Now they're asking us what will happen with the budget. Will the
budget process become a ratification exercise rather than a true
democratic oversight? Will Parliament be reduced to a mere record-
ing chamber?

I would like to hear your wishes, because people are worried.
They don't want things to be done at the expense of democracy.

Jason Jacques: I started working here 17 years ago. In all hon-
esty, I share those concerns.

We are indeed living in an era of incredible transformation. It is
therefore important to act transparently on Parliament Hill. Having

debates among MPs who come from all over the world and who
have a great deal of experience is a way to ensure that the govern-
ment is given the mandate to implement the change. The Organisa-
tion for Economic Co-operation and Development, the OECD, has
published a few studies on the government's ability to implement
changes, such as budget cuts, economic restructuring measures or
cuts to transfers to certain organizations to redirect funds to other
organizations. What matters most is the public's confidence in the
transparency of the process.

That, I think, reflects the importance of the work done by the
House of Commons Standing Committee on Finance. I saw that
there were over 1,000 recommendations for changes that people
want to see in the budget. That's why you're here, for democracy.

® (1140)

Marie-Héléne Gaudreau: We will continue to monitor the situ-
ation to ensure that we have the time we need to analyze and dis-
cuss the reports.

I don't have much time left and I'd like to ask you a question
about our credit rating. Last week, France was downgraded by
Fitch Ratings, a financial rating agency, because of political—and
therefore economic—instability.

We're told that we need to build a strong Canada. That's well and
good, but what about our rating and the outlook for our rating?

Jason Jacques: All the other countries are having exactly the
same problems right now. As you mentioned, when it comes to
Canada's debt-to-GDP ratio, we are better positioned than certain
other countries, particularly European ones. However, everyone is
facing precisely the same challenges.

In Canada, our fiscal framework has somewhat more flexibility
than that of some other countries, which don't have a lot of finan-
cial flexibility. However, we are asking the same types of macroe-
conomic questions to determine what strategy we can implement to
achieve long-term economic growth.

At the same time, there are still issues that need to be examined.
Changes always bring the possibility—sometimes the likelihood—
of losses. There is the economy and there are people, and people
will face obligatory changes, such as job losses, changes in busi-
nesses, the requirement to change jobs or develop new skills, for
example.

It is your job, rather than ours, to ensure that Canada's new eco-
nomic structure is fair. As economists, we know that sustainable
economic growth leads people to view the system as fair and just.

Marie-Héléne Gaudreau: Thank you very much, Mr. Chair.

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

Do you have a point of order?

Pauline Rochefort (Nipissing—Timiskaming, Lib.): May I ask
our guest a question?
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The Chair: No. When your turn comes around, you may.
Pauline Rochefort: Okay, thank you.
The Chair: Thanks.

Ms. Jansen, the floor is yours, please, for five minutes.

Tamara Jansen (Cloverdale—Langley City, CPC): Thank you
very much.

Mr. Jacques, I really appreciate the fact that you recognize we
are not all accountants here and that you're going to help us under-
stand things.

In that vein, for regular Canadians, can you explain, just in sim-
ple words, what the Liberals mean when they say they're going to
separate an operating budget from a capital budget? What changes
on the books when they do that?

Jason Jacques: I'll answer your last question first. The bottom
line of the government will not change. The international public
sector standards that everyone uses to measure the deficit and levels
of debt will not change. The first reason that won't change is that
those are the accounting standards. The second reason is that the
ratings agencies won't let you change it. That's the first thing they're
going to go to, and if they have a sniff that somehow some-
thing...that there's a change in presentation, you can bet your boots
that we're going to be paying more for debt pretty quickly.

In terms of operating capital, again, we, on our end, don't know
precisely what the government has in mind. There's been no back-
grounder published on the website. In some of the communication
materials, the government has mentioned the United Kingdom,
which has had a similar system in place. In that situation, on the op-
erating side, the U.K. includes the operating expenses that I men-
tioned earlier—so, the traditional measure—in addition to other
types of transfer payments. On the capital side, it includes the tradi-
tional measure, as well as transfer payments or money that's being
paid out to third parties that also invest in capital.

We have a report that's going to be coming out on Thursday that
looks at infrastructure spending. The federal government trans-
fers—I don't know—over the next five years I think it's going to be
over $100 billion to provinces, municipalities and first nations to
spend on infrastructure. That doesn't show up as capital spending
for the federal government, but it actually results in building capital
assets. So, that's something that the government could have in
mind, but I don't know. I'm not inside the tent.

® (1145)

Tamara Jansen: [ guess your bottom line is that debt is debt. If
a family takes out a loan for a new roof, it's still debt, even if they
call it an investment. It's the same for Ottawa borrowing. It's still
debt.

Jason Jacques: Yes, it's absolutely still debt.

I'm hopeful—and, potentially, not naive—the nuance is that if
this is the new management approach for the Government of
Canada, and every time they make a new spending decision they
say, “Okay, this is going to result in some sort of productive asset
that's going to provide a stream of long-term benefits,” then that is
certainly different from the way the Government of Canada man-
aged its money up to this point internally. If that's going to be the

way they're going to manage things, then I hope they would convey
that and explain that to parliamentarians, just by way of transparen-
cy, because you deserve to know how they make decisions.

Tamara Jansen: To think about this a little further, if credit rat-
ing agencies or lenders see the government starting to change
things—for instance, even just the budget date, making a lot of
changes that way—and our debt climbing.... If Ottawa's just saying,
“Oh no, everything's fine,” could that hurt our credit rating or raise
the cost of borrowing for Canadians?

Jason Jacques: With respect to credit rating agencies, they have
quantitative metrics that they look at. They also have qualitative
metrics that get down to a question of credibility. Certainly, if there
isn't a fixed budget date—if the budget date is being delayed and
the government is not publishing a medium-term forecast—then,
obviously, it eats into the confidence that one's going to have re-
garding.... Especially in light of all the additional spending an-
nouncements, it could eat into the confidence that people have.

At the same time, happily, Canada is also blessed with the best
independent fiscal institution in the world, according to the OECD,
which means that if there is a lack of transparency in one area,
we're in a good position to offset that. I can say that we meet with
the ratings agencies on a regular basis, and they are very keen to
receive our analysis.

Tamara Jansen: I understand, then, that your office is going to
commit to publishing clear side-by-side numbers, using the old
method and the new one, so Canadians will really be able to see
borrowing, no matter what the government calls it.

Jason Jacques: Yes, absolutely. What we've committed to do—
and what we committed to do in the report we published in the
summer—is to use the traditional measure, the measure that every-
body else in the world uses and the Government of Canada used up
to this point. That's what we're committing to.

We will see what the government incorporates, in budget 2025,
in terms of the operating and the capital budgets. If the definitions
they develop, from our perspective, are not helpful to parliamentar-
ians or are potentially misleading, then we will not analyze that, be-
cause it's not helpful. There are only 36 of us in the office. Our time
is limited. Your time is limited. We shouldn't be spending time ana-
lyzing things that simply don't make sense.

The Chair: Our time is limited. We'll go to Ms. Rochefort,
please, for five minutes.

Pauline Rochefort: Thank you, Chair. I do have a question to
ask, so I'm glad it's my turn. Thank you so very much.

1 appreciate being here this morning, at our first meeting of the
fall.
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[Translation]

Mr. Jacques, I really liked your comments about the fact that
we're not living in normal times, and the use of the word “break-
down” when discussing our relationship with the United States, be-
cause that's what we're going through right now. You also said that
all countries were in a difficult economic situation, that we were
facing economic restructuring in Canada and that this was bringing
a lot of change. I appreciate that comment as well.

In that context, I'm wondering what your priorities are for the
next 166 days. Do you see any potential changes from the way your
predecessor did his job? How do you see the next 166 days in the
context of such changes?

® (1150)
Jason Jacques: Thank you for the question.

As an organization, we are devoting all of our resources to bud-
get 2025. T imagine that all House of Commons resources, as well
as your time, are also dedicated to it.

As for the change and the comparison between my work and that
of Mr. Giroux, as | explained to the Prime Minister's Office when I
received the call, there will be no change. Mr. Giroux has been able
to build an incredibly effective and productive organization, and
I'm going to continue in exactly the same vein. His departure will
not change anything. The Prime Minister's Office said that was
wonderful and that they wanted exactly the same thing. They also
said that they wanted a robust organization.

So I think it will be possible to maintain that for the next
166 days.

Pauline Rochefort: Thank you.
[English]
The Chair: You have five minutes. Are you done?

Mrs. Block, please go ahead for five minutes.

Kelly Block: Thank you very much, Mr. Chair.

At the end of my last round of questioning, Mr. Jacques, you
confirmed that Canadians are still left to pay for the Liberals' infla-
tionary spending. Should that concern or alarm Canadians?

Jason Jacques: In the same way that you'd be worried about
managing your own household finances—people are really aware
of how much money they owe and how much they're paying on
debt service costs—yes, you definitely should be aware of it. In a
context in which the labour market sucks, wages are not going up,
you're facing significant technological change right now and some
of the major prior assumptions of how the world and the economy
work are changing or are gone, yes, I think it would cause anybody
anxiety to worry about how much debt you had and how much you
were paying on it.

Kelly Block: Thank you.

Given that the Liberals' election plans included $20 billion in tar-
iff revenue and now there are no countertariffs, can Canadians ex-
pect the deficit to grow even more?

Jason Jacques: You're trying to get a sneak peek at our new fig-
ures for next week.

Without divulging anything, I'm at committee and you're the
clients, so the short answer is yes. I won't get into the precise num-
bers, but in comparison to our last medium-term forecast, the
deficit will absolutely be higher. The countervailing tariffs are cer-
tainly one part of that, and the other part of it is additional spend-
ing.

Kelly Block: A recent news story from La Presse outlines a sce-
nario in which the deficit exceeds $100 billion. Could this really be
possible?

Jason Jacques: I guess we'll see. Actually, someone mentioned
the article to me, and my immediate reaction was that the last time
we were close to a $100-billion deficit was 2021-22 during the pan-
demic and during lockdowns, vaccine mandates and capacity re-
strictions; I don't know, as I haven't had to wear a mask in a long
time. Potentially we are closing in on $100 billion, or potentially
not. | won't say our numbers are close to that or not; you'll have to
wait until next Thursday.

Kelly Block: Food costs are up by 3.5% in today's StatsCan in-
flation release. Core inflation is above target. Will a deficit that's
pushing $100 billion make this situation worse? I'll just remind ev-
eryone that the Prime Minister has said Canadians will judge him
by the cost of food at the grocery store, so will the cost of food and
the core inflation being above target potentially make the situation
worse if we're pushing $100 billion in deficit?

® (1155)

Jason Jacques: I think it depends on how the money is being
spent. That's always the bottom line.

Currently, by our estimates and the estimates of other
economists, there's a fair amount of slack in the economy. Engaging
in some sort of economic stimulus traditionally wouldn't be a bad
thing when you have slack in the economy, to ensure that people
can more easily find jobs and businesses have customers.

One could also anticipate a situation in which the money is being
spent in such a way...if it is being spent on investment, on infras-
tructure and facilitating the flow of goods from other parts of the
world into Canada, and vice versa. Supporting our exports is also
something that could potentially reduce inflation and reduce food
prices.

Again, it's tough to say a speculative figure without a budget so
we know how the money's going to be spent. I'm very much off in
wonderland right now.

Kelly Block: Thank you very much.

The Chair: Mr. Gasparro, please, go ahead.

Vince Gasparro (Eglinton—Lawrence, Lib.): First of all,
thank you for your service—not just for now, over the next 166

days, but for your previous public service. It's great to see incredi-
bly talented people like you stepping up, so thank you.
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I really enjoyed your presentation. It brought me back to previ-
ous careers | had before I decided to join this place. I was the head
of sustainable finance at a global financial institution, and at one
point I was the principal secretary to former Toronto mayor John
Tory.

As you know, the City of Toronto has an operating budget and a
capital budget. I can tell you, as someone who's financed infrastruc-
ture, that there's a fundamental difference between spending money
on operating expenses and investing in productive assets. The sepa-
ration between operating and capital is critical. Frankly, the federal
government should have been doing this sooner.

I just want to drill down a bit here. Is it safe to assume that when
you are investing in infrastructure, the long-term productivity bene-
fits to the economy and the revenue it generates more broadly aren't
necessarily inflationary? Does that increase in productivity actually
help to alleviate some of those problems?

Jason Jacques: Yes. I can give you a longer answer—

Vince Gasparro: No. I just wanted a nice, simple, clear answer,
because there seems to be some confusion from the other side about
what the difference is between the two.

Do you also agree that financing productive assets, in the long
run, helps to alleviate our deficit?

Jason Jacques: To the extent that they are productive assets that
enhance productivity and the growth rate in the economy, absolute-
ly.

Vince Gasparro: Great. Thank you.

I have no further questions.
The Chair: Thank you, sir.

We'll go to Mr. Patzer, please.

Jeremy Patzer: Earlier, Mr. Jacques, there was what I would
consider an offhand comment about how many days you have left
in office, but I think it goes to the bigger question about the process
and how it was that you came to be the interim Parliamentary Bud-
get Officer.

Were you contacted by the Prime Minister or the Prime Minis-
ter's office? What did that process look like for you to be appointed
as the interim PBO?

® (1200

Jason Jacques: I'll speak to my own experience. It was very fast
and occurred over the Labour Day weekend.

I was contacted by the Prime Minister's Office, and they asked if
I would be willing to serve on an interim basis. My immediate re-
sponse was that I knew someone who was really qualified, who was
going to be unemployed on Wednesday, and who would definitely
be an incredibly talented interim Parliamentary Budget Officer, and
that person was Mr. Yves Giroux.

There was silence on the other end of the phone line from the
Prime Minister's Office. At that point, I indicated to the Prime Min-
ister's Office that if I were to take the job to fill in for a set period
of time, then I would continue to do everything that Mr. Giroux had
been doing up to that point. There would be no change in terms of

the focus on excellence and transparency in the office and the fre-
quency of reporting, and the Prime Minister's Office said that they
expected no less.

Yes, definitely, if you receive a phone call on a Saturday night
over a long weekend from someone purporting to be from the
Prime Minister's Office, it might actually be real. I tell my kids not
to take those phone calls, but....

Jeremy Patzer: Do you think there is any opportunity or path-
way for you to become the permanent PBO after your 166 days are
up?

Jason Jacques: As part of the interim appointment, the under-
standing I have and what's been explained to me by both the Prime
Minister's Office and the Privy Council Office is that at the end of
the interim appointment, I will return to my old job in the Parlia-
mentary Budget Office as the director general of economic and fis-
cal analysis.

The Prime Minister's Office asked me if I would be willing to
continue for a full seven-year mandate, and I explained to them that
it wasn't up to them. They can propose whomever they want, and
it's up to parliamentarians to make the determination regarding who
will serve them as their Parliamentary Budget Officer for a seven-
year term.

I think the best path.... We'll see who the Prime Minister ulti-
mately decides to nominate and put forward to you for a seven-year
term. If the Prime Minister, through his office, asks me to serve, |
would certainly be willing to be a candidate, but ultimately it's up
to parliamentarians to make that determination.

The position of Parliamentary Budget Officer was created under
the Parliament of Canada Act, so it's not a government position; it's
a parliamentary position. The office was created to support parlia-
mentarians in their understanding and enhance their understanding
of the budget and to support parliamentarians in challenging what
the government is bringing forward.

It's really not up to me. I would argue it's not even up to the gov-
ernment, either on the public service side or on the Prime Minister's
side. It's up to parliamentarians to determine whether the candidate
the Prime Minister wants to bring forward is the candidate they
think is best placed to actually support them in their deliberations.

Jeremy Patzer: Do you think the process by which interim
PBOs are selected should mirror that by which the permanent PBO
is selected? Do you think the process may be flawed, or should it be
fixed, after what you've gone through?

To your point, you work for parliamentarians and not for the
government. Do you think that without the consultation of parlia-
mentarians, appointing an interim PBO.... I appreciate the work
you're doing. I'm not saying this as a slight against you. I'm just
talking about the process here. Do you think there should be
changes to the process?
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Jason Jacques: Yes. The simple answer is that it is ludicrous
that you have somebody foisted on you who is selected by the head
of the executive branch, and it could have been anybody. Under the
legislation, it's a person whom the Prime Minister can appoint, so
the Prime Minister could have selected anybody. I don't even think
they need to be a Canadian citizen. The Prime Minister could have
appointed anybody from around the world with a pulse, without
any consultation with parliamentarians.

I happen to think it's a big endorsement that he chose somebody
from the office who has worked in the office since 2008 when it
was established under Prime Minister Harper, and who has worked
with Kevin Page, Jean-Denis Fréchette and Yves Giroux, and with
the expanded mandate under former Prime Minister Trudeau. I
think it's a great testament to the confidence that the Prime Minister
has in the work the office is doing.

There's a big legislative gap, because you could have had any-
body in front of you today who doesn't understand the work of the
office and who has never dealt with parliamentarians before.

® (1205)

[Translation]

In addition, it could have been someone who wouldn't have been
able to communicate with you in French. There is no requirement

for bilingualism, and no experience in budget management is re-
quired.

[English]

That's a huge gap.

I was told by the chair that I shouldn't ask questions of members
of the committee, but I'll ask you this question. I assume that you
have input in hiring your own staff. Is that right? In this situation,
you didn't. You had somebody else who knows your best interests,

who said, “Hi. This is the person who's going to be helping you pull
apart budget 2025 and make sense of it.”

Yes, from my perspective, it needs to be fixed.
I'm sorry.

The Chair: Thank you very much.

Thank you, Mr. Gaheer.

Does anyone wish to follow up? Otherwise, we'll go to Ms.
Jansen and Ms. Gaudreau, and then we'll be done, except for some
housekeeping.

Iqwinder Gaheer: No. Our side doesn't have any more ques-
tions.

Thank you.

The Chair: Perfect.

We'll go to Mrs. Jansen for five and Ms. Gaudreau for five, and
then we'll finish with Mrs. Block.

Please go ahead.

Tamara Jansen: If you don't mind, I'd like to change the chan-
nel. I would love to talk about the housing report that you guys put
out from your office.

When it comes to housing, the Prime Minister promised warp
speed, but it feels like we ended up circling the parking lot. In the
election, he promised 500,000 homes a year and told Canadians he
would be doubling construction. Your report says the real number is
closer to 227,000.

Is that correct?

Jason Jacques: That's correct. Our number is substantially low-
er, yes.

Tamara Jansen: At this rate, it's a 690,000-home shortfall by
2035. Is that correct? According to your math, we're way off.

Jason Jacques: Actually, it's one of those very unexpected re-
ports in which there was actually good news for the government.
Even though we disagreed with the government's findings of need-
ing to build 500,000 homes per year, our conclusion was that it
needed to build fewer homes to return to the target, so there's less
of a challenge than originally anticipated.

One of the key things we identified was that if you built all of
those homes, based on the historical structure of the housing market
you would have a vacancy rate north of 10%, so one in every 10
homes would be empty. That would be unprecedented and could ar-
guably result in a situation wherein there's significant downward
pressure on housing prices.

Tamara Jansen: Is that coming out of some of the CMHC's re-
porting about how it's already cutting forecasts? Is that part of your
analysis?

Jason Jacques: Yes, we incorporate.... We work closely, I should
say. From a technical perspective, we definitely share information
with respect to our modelling and the CMHC's modelling.

We have a bit of a difference of opinion. I noticed that nobody
from the political side of the government came out when we pub-
lished our housing report and said, “These numbers are awful.” Se-
nior officials from the CMHC came out and said they didn't like our
numbers. They disagreed with them for persnickety technical rea-
sons.

We're very aware of what the CMHC is doing and what its num-
bers look like, and we're in regular contact.

Certainly, at our end, when we publish something, our objective
is to enhance transparency, and we're not enhancing transparency if
we're not accounting for the numbers the government is publishing
in the announcements it's making. If we're publishing something
and it's already stale-dated and doesn't incorporate the new direc-
tions the government's going in, from our perspective it doesn't
serve parliamentarians particularly well.

Tamara Jansen: That's fascinating information. We know that
starts are down. Toronto is dropping from 37,000 starts to as low as
23,000, I think, in 2027. Vancouver will be down 26% next year.

Are you saying that this “build big, build bold” is maybe more
than we're going to need?
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Jason Jacques: That's if they're able to achieve it. The key find-
ing of the paper was that if they were actually able to achieve the
500,000 housing starts per year, we would end up in a very odd
place in the housing market, with incredibly high vacancy rates. In
terms of the policy objective they're trying to achieve, based upon
our modelling, they don't necessarily need to hit such a high target.
It's not to say that everything's going to be affordable and people
are going to be able to afford the homes they want or that we're go-
ing to return affordability to where it was in the 1970s, but in terms
of the immediate policy objective identified by the government, po-
tentially, you don't need to be at the 500,000 level.

Tamara Jansen: They could use some of that $4 billion that
they were going to use for their new bureaucracy towards some
savings.

Jason Jacques: Or investments in something else.
Tamara Jansen: Okay. There you go.

Jason Jacques: This is why we're waiting for a budget, because
a budget gives you those trade-offs.

Tamara Jansen: Excellent. Yes.

I really appreciate your frankness, because it's extremely helpful
for us. We are seeing housing starts coming down. I'm hearing it
from my own constituents. We were told that we don't want house
prices to come down, but if we continue on the path you're suggest-
ing, we may well see that happening.

Okay. Thank you.
The Chair: Ms. Gaudreau, please go ahead for five minutes.
[Translation)

Marie-Héléne Gaudreau: Thank you very much, Mr. Chair.
I have two questions.

First, I would like to come back to the new way of showing how
the budget is built. As you probably know, this is very similar to
what is done in Quebec.

The government has two fundamental missions: to support the
economy and, as you have stated several times, to support jobs.
However, based on the new way of presenting the figures and hav-
ing them speak for themselves, as [ would say to my daughters, we
are now told that there will be a projected $100-billion deficit. They
may surprise us by announcing a $90-billion deficit and telling us
that they have saved money. So be it.

Nonetheless, from that perspective, how can the Canadian gov-
ernment support its two fundamental missions?

Jason Jacques: To my mind, that's the budget's goal. Determin-
ing how much money to collect from Canadians is among senators'
and MPs' primary responsibilities. The House of Commons must
then determine how to spend that considerable sum. It's important
to have a budget, so the money is invested to increase economic
growth, while ensuring a certain fairness. It's also about supporting
and upholding certain important Canadian principles, including en-
vironmental and social principles. That's why I've already ex-
pressed some impatience about the tabling of a budget. Obviously,

the government has already made a number of spending decisions,
but there is no budget or clarity on patterns and structures.

With respect to Quebec and the example of Toronto mentioned
by the other member, I completely agree. It is in our interest to
identify projects that can provide long-term benefits. In my opin-
ion, it would be incredibly simple for the government to announce
that it will adopt a system used by the United Kingdom, for exam-
ple, which resembles the one in Quebec or Toronto. I recognize that
it is beneficial to hold consultations and to hear a number of opin-
ions. At the same time, when we are acting very quickly, it is much
easier to simply announce, for example, that we are going to adopt
the way Toronto, or Quebec, manages their budget and communi-
cates with people. It's clear and simple.

In the future, it might be beneficial to implement a few small
changes, given some of the idiosyncrasies that exist in the federal
government. But why not start with something clear and simple
whose benefits have already been demonstrated?

® (1215)

Marie-Héléne Gaudreau: Since we're talking about simplicity,
I'll ask my last question, which is also simple.

You announced the tabling of the report on Thursday. I now
know what I'll be doing next weekend. This will be my first analy-
sis, and I would like your advice as a financial analysis specialist.

What should I analyze, understand, or try to identify in the report
that will be tabled on Thursday?

Jason Jacques: Each economic and financial outlook report con-
tains, in the first few pages, two tables showing forecasts for the
next five years for economic growth and government deficits, re-
spectively. I'll begin with those two topics.

Then, towards the end of the document, there are details about
households, businesses, and all sectors of the economy, as well as
our forecasts. The details are important. For most people, a simple
forecast of 1% growth is not very high and is rather abstract. How-
ever, to better understand, it is important to look in detail at what
has happened in businesses and households, and the level of debt
people have. With such details, we have a better understanding of
what has happened in Canadian communities.

Marie-Héléne Gaudreau: Mr. Chair, thank you for granting me
a few extra moments.

[English]
The Chair: Thanks very much.

We'll go to Mrs. Block for five minutes.
Kelly Block: Thank you, Mr. Chair.

I want to circle back to some of the questions my colleague was
asking about the projections set out in your report with regard to
housing stock. You've indicated that they don't need to build
500,000 new homes in order to close the gap. Your number is quite
a bit lower: 227,000 that could be built.
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Do you think they're going to be able to achieve that, given
what's happening across the country with housing starts?

Jason Jacques: The short answer to the question is that we don't
know.

The most recent announcement on housing was made on Sunday.
Yesterday morning, when the office opened up at 7:45, we drafted
an information request to the government to ask it for details on ex-
actly how it's planning to spend that $13 billion to transform the
housing market. As soon as we have details with regard to how it's
planning to do it, then we will be in a much better position to assess
what it looks like. As soon as we hear something back, I'll endeav-
our to get back to you to give you an update on that.

Kelly Block: We would appreciate that.

Your office references “units” as its model for housing, but I
have some questions about what “units” means. Do the units also
count for varying space, variety and the needs of families?

Jason Jacques: I would have to get back to you on that in terms
of the definition of “units”. I think I know the answer to that, but it
would be better for everybody if I got back to you with a precise
definition on that one.

Kelly Block: My concern is that there is a way for the govern-
ment to ensure that families will be able to afford homes that actu-
ally meet the need and size of a family. We see a lot of multi-family
dwellings being built. Rather than a one-size-fits-all approach to
housing units, we're looking to see whether the needs of families
will be taken into consideration.

® (1220

Jason Jacques: That's something we pointed out in previous re-
ports: that the housing being created isn't necessarily affordable
housing as defined by CMHC, based upon the government's own
definition. That's definitely a concern.

I would note, based upon Sunday's announcement—don't believe
everything you read in press releases—that there seemed to be a fo-
cus on affordable housing and social housing. Again, I'm not a
press-release guy; I'm a numbers guy. Until we receive the numbers
from the government and details with regard to how it's planning to
spend the money and to organize itself, I'm not in a good position to
comment on it.

Kelly Block: Thank you very much.
The Chair: I mentioned that we were going to finish up here,
but Mr. Patzer has expressed interest.

Does anyone on this side wish to intervene? Otherwise, we'll
skip right to Mr. Patzer.

Go ahead, Mr. Patzer. I think you're sharing your time with Mr.
Gill for a question.

Jeremy Patzer: You betcha. Thank you very much.

Building off that, do you have any projections for the next five
years for housing? Is housing going to decline? What are we look-
ing at here?

Jason Jacques: We will also have a housing forecast as part of
our economic and fiscal outlook, which will be tabled next Thurs-
day. Without giving you precise numbers, we do have a slowdown

in the housing market. In the housing market over the next 24
months or so, we think a slowdown will happen on a national basis.
For the precise details, stay tuned until next Thursday at 9 a.m.

Jeremy Patzer: Will those details include the factors that are
leading to the decline?

Jason Jacques: It won't focus exclusively on housing, but what
you will see in housing are the traditional factors that one would
expect at this point.

Obviously, there's a supply-side story of the number of homes
that you can actually get at this point. There are obviously con-
straints on that side that the government seems to recognize and
seems to be moving on. On the demand side, you have the tradi-
tional factor of interest rates: How easy is it to get a mortgage, and
how much do those mortgages cost? Then there's the labour mar-
ket: Do you have a job, so that when you go into the bank you actu-
ally have a T4 slip or a letter from your employer that says, “This
person has this amount of money”?

It will incorporate those things, and we will certainly be able to
speak to them.

Jeremy Patzer: I have one last quick question for you here be-
fore I pass it on to my colleague.

Briefly, did the government ever contact or consult with the PBO
before moving forward with their emissions cap or production cap?
Did they contact your office before implementing it?

Jason Jacques: Similar to other reports, again, we were in con-
tact with the technical experts in various government departments
with respect to the modelling that they do.

In terms of contacting us in advance and going forward and con-
sulting with us, I'd have to check. It would be exceptional were that
the case. The government typically doesn't consult us. They usually
know what our opinion is going to be, and they're usually not inter-
ested, but I'll check on that and get back to you.

Again, there's the government and then there are the non-partisan
technical experts in the public service. It's all the same geeky peo-
ple who have studied the same things and then engage in the same
types of modelling or use the same calculators. We're always talk-
ing. There are only 36 of us, and there are 360,000 of them, so
we're always consulting with them to say, “Oh, well, this is how
we're planning on doing it. Should we round in one direction or an-
other?” There's that type of technical consultation.

Jeremy Patzer: Thank you very much. I'll pass my time to Mr.
Gill.

The Chair: Thanks, Mr. Patzer.

Mr. Jacques, don't feel bad. They don't consult with me either on
these things.

Mr. Gill, go ahead, please. Welcome to OGGO.
Harb Gill (Windsor West, CPC): Thank you, sir.

Thank you for being here, Mr. Jacques.
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You touched on quite a few points that are of interest to me, like
uncertainty, stability, continuity and the fact that we won't be going
back to what we had with the U.S. before the second term of Mr.
Trump.

The issue I have is that we have a very high unemployment rate,
close to 11%, so you're right; it sucks over there. There's very high
youth unemployment as well. Where do we go from here if the U.S.
is not available to us?

Secondly, are we truly a transparent nation when it comes to
sharing our fiscal issues in terms of whether we are responsible and
accountable? Are we truly transparent, so that we give folks out
there confidence to come here and invest, or is that one of the rea-
sons a lot of capital is leaving our country and going south of the
border?

Thank you, sir.
® (1225)

Jason Jacques: In terms of the policy question on where we go,
again, I'm the interim Parliamentary Budget Officer, not the interim
parliamentary policy officer. That said, to go back to the seminal
work by the Prime Minister when he was the associate deputy min-
ister of finance in 2005, one key aspect that he highlighted in that
microeconomic framework was the idea that you needed to build
other trading relationships. Whether it's purely open trade, you need
to find other markets where people want to buy our goods or bene-
fit from buying our goods and services. I think you see that happen-
ing right now. The government's been very.... Even beyond the cur-
rent government, if you roll back the clock over the past 20 years,
there's been a really strong emphasis on building, signing and nego-
tiating those other trade relationships.

In terms of fiscal issues and transparency, I'll say this on the
record. I think Canada has “high-class problems” when it comes to
fiscal transparency. That's not to say that you can do away with the
parliamentary budget office, because that's one reason that we have
high-class problems as opposed to more severe problems. I would
say that, when you look at other jurisdictions, we're actually a lot
further ahead. It's relative. Things are tight. There's definitely room
for improvement. We're not France. I don't know whether anybody
else has been following what's been happening with French 10-year
bonds over the past two weeks. That's not here.

To go back to a point I made earlier with respect to the ratings
agencies and the quantitative versus qualitative elements, there's
still a fair amount of qualitative confidence in the way that we man-
age. It's not to say that things are good and are going to automati-
cally get better. At the same time, over the past.... Since I've been
working, Canada has demonstrated a remarkable ability to reinvent
itself during recessions. Canadians and entrepreneurs have demon-
strated their willingness to pick themselves up off the floor, deal
with shocks, retool and re-engineer their businesses, cut back, hire
more people and reorient themselves. I don't know, but on my end,
I'm confident.

Regardless of the rupture—and again, to go back to the basic
framework of the Canadian economy—it's people. That's one, and
then it's how they're organized. We have the same people, the exact
same talented, intrepid individuals. It's a question of, “Well, we are

organized in one way—to sell, primarily, and be integrated with the
U.S.—and now we need to organize ourselves in another way.” The
question, in budget 2025, is this: How is that reorganization going
to be supported?

The Chair: Thank you very much.

Colleagues, I'm going to exercise the chair's prerogative and ask
a few questions myself, if you don't mind.

I have just a couple of quick questions, Mr. Jacques. First of all,
thank you very much for your answers here today.

Is the PBO under the 15% cut directive, for lack of better words?

Jason Jacques: No, we are not. We were exempted from the
government's comprehensive expenditure review. I would say that,
shortly after I was appointed, during one of the first all-staff meet-
ings that we held, shortly after we had a discussion about the
100,000 job losses across the economy over the course of the sum-
mer, there was a feeling that we actually should be doing more.
That's why we decided to voluntarily offer up a 5% cut to our bud-
get, starting in 2026-27—the year ahead—and on an ongoing basis.
That's going to be immediate.

As part of that, there's also going to be a fairly significant down
payment from the people who can afford it most, and they're the ex-
ecutives at the top. The position of the Parliamentary Budget Offi-
cer, interim or otherwise, will have a $50,000 reduction in its
salary, starting immediately.

® (1230

The Chair: Is it for you, by you, your executive, or is this all on
you?

Jason Jacques: That's all on me.
The Chair: That's remarkable.

Jason Jacques: In comparison to where we were, even six or
eight months ago, the context has changed. I take the Prime Minis-
ter at his word that it's going to require sacrifices from all of us. I'd
say, certainly on my end, that I'm in an incredibly privileged situa-
tion in which I can take a $50,000 pay cut, and hopefully it offsets
some of the operating deficit. The 100,000 people who were laid
off over the course of the summer have less say, and potentially, for
a lot of them, they don't have $50,000 that they can kick into the
consolidated revenue fund, the government's coffers, to offset the
deficit.

The Chair: Thank you for that.

You mentioned that you met with Finance regarding the budget.
Whom did you meet with? You mentioned it was a short meeting.
What was the general gist of the meeting?
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Jason Jacques: We met with Department of Finance officials,
and the focus of the meeting was their ideas around the capital and
operating budget definitions. Some people may recall that the Lib-
eral Party of Canada's platform indicated that they would be con-
sulting with the parliamentary budget office and that our organiza-
tion would play a role in evaluating or assessing the new defini-
tions. That was part of the consultation. It was squarely focused on
that.

The Chair: Do you get the sense that there will be a separate ap-
pendix, like we have for other matters within the budget, better ex-
plaining the capital and operating breakdown?

Jason Jacques: I don't know. It wasn't a presentation. It was still
relatively early days. They indicated that they were in the midst of
consulting with others. I don't know where they're ultimately going
to end up.

We provided feedback to them, consistent with the observations I
made today. One observation I made was that it might be easier to
use the approach of the U.K. They could also take Toronto's or
Quebec's. Another was that when you're redefining terms that par-
liamentarians haven't seen, it has the potential to create additional
uncertainty, because people haven't seen them previously. There's
also the importance of having a fiscal anchor.

Based on what's currently being considered, regardless of how
you split the funding allocations and what buckets you put them in-
to, the most important aspect is whether the nation's finances are
sustainable. Those are the considerations that we highlighted to
them.

The Chair: I have two quick final questions, and then I'll let you
return to your day.

You mentioned that you meet with the rating agencies often.
Have they expressed concerns at all about the change in the budget,
transparency issues around that or a lack of a fiscal anchor?

Jason Jacques: I wouldn't say they have concerns, but they have
questions. Everyone has questions. Again, it's an odd context for
everybody right now. In some situations, it's more so in the case of
Canada, because of the timing around the election.

They have questions. I definitely wouldn't characterize them as
concerns.

Everyone knows what the ratings agencies are, so you can defi-
nitely invite them in, read their material and ask them questions
about how they feel about it.

The Chair: I'm on to my very last question.

We've seen a back-and-forth about the 15% and reorganization
among FTEs in the public service. I think the Prime Minister just
went back to saying that attrition is how they will find cuts.

Is there a concern about that? If it's based on attrition, we could
end up with.... We're looking to try to grow the RCMP, but we've
put a cap on hiring and there's a disproportionate number of retirees
from that department, or the CBSA or defence procurement. Is
there a concern that we're going to be basing this on attrition with a
cap that could actually hurt services and the ability of the govern-
ment to operate?

® (1235)

Jason Jacques: The more constraints you put on changing gov-
ernment operations, the harder it is to implement and the greater the
likelihood is that there are unexpected outcomes. In the case of at-
trition, based on what you described, that's certainly a possibility.

1 would say more broadly, because there have also been state-
ments about looking at lower-priority areas or less efficient areas,
that attrition is potentially part of that. I don't know, but that ap-
proach is typically.... When you look at other jurisdictions, that's
what they encourage you to focus on.

I know everybody's read the Prime Minister's mandate letter with
the seven priorities. He's been very clear that he expects the entire
public service to be focusing on those priorities, and if you're not
part of those priorities, you'd better figure out how you're going to
be contributing to them. Typically, that's a better way of going
about things. It's an easier way of going about things, especially if
you want to implement a lot of change across government in a very
short period of time.

The Chair: Thank you for your time with us. We will excuse
you, although I think the members will probably want to chat with
you afterwards.

We're going to just be two quick minutes, everyone.

On Thursday, we're having a subcommittee meeting, and then
we're going to plan out our future meetings from that. We don't
have anything set for Tuesday and Thursday next week. The sub-
committee will decide a way forward, but we won't be able to get
witnesses or a study plan that fast, so I'm seeking everyone's per-
mission to leave it with me and the clerk to fill in next week. I'm
thinking of the Auditor General. She has emailed all of us with in-
formation about three of her most recent study reports that overlap
with OGGO's, so I'm thinking of bringing her in. We may also have
a briefing from the Public Service Integrity Commissioner, who os-
tensibly reports to OGGO. We were trying to get her before, but
she's been away. Perhaps we could invite the procurement ombuds-
man for an update, and others who are related to OGGO.

If everyone is fine with that, we'll go ahead for next Tuesday and
Thursday.

Some hon. members: Agreed.

The Chair: The clerk has mailed out to everyone the two stand-
ing orders that were left over from the last meeting. One is that
when we bring in a minister, we bring in their chief financial officer
as a go-to. The other is that when we ask for documents from the
departments, it has been the standard in the committee in the past
that we require them to return the items to us within 21 days. We're
just looking for agreement to continue that. It went out to every-
one's P9 a few days ago. If we're fine with that, we will consider
that done.

Some hon. members: Agreed.
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The Chair: Wonderful.

If there is nothing else, we will be adjourned.

Mr. Jacques, thank you again.

Thanks, everyone.
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