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Office of the Ethics Commissioner
Bureau du commissaire a I'éthique

66, rue Slater Street
22° étage / 22™ Floor
OTTAWA, ONTARIO
CANADA
K1A 0A6

June 19, 2007

The Honourable Peter Milliken
Speaker of the House of Commons
The House of Commons

Ottawa, Ontario K1A 0A6

Dear Mr. Speaker:

Pursuant to section 72.13 (1)(a) of the Parliament of Canada Act, | am pleased to submit
to you the report of the Ethics Commissioner on activities in relation to Members of the
House of Commons for the fiscal year ending March 31, 2007.

This is my third annual report on the activities of the Office of the Ethics Commissioner.
As you are aware, | have resigned from my position as Ethics Commissioner effective
March 31, 2007. Following the coming into force of the new Conflict of Interest Act, the
Office of the Conflict of Interest and Ethics Commissioner will replace the Office of the
Ethics Commissioner.

In this, my final report, | have included comments on the major activities of the Office
during the past year, and identified improvements that the Office has made in its
approaches to issues and its operations. Those actions have sought to ensure that we
would be properly accountable to Parliament and to Canadians in sustaining and
enhancing the ethics regime for Members of the House of Commons.

Yours sincerely,

Bernard J. Shapiro



TABLE OF CONTENTS

PIETACE. ...ttt bbbt bbb 2
L1l [FTox (o] o USSP URORPRPRN 3
Review of the Past Year -- Major ACHVITIES........ccccoiiiiiriiiieriee e e 3
AL OPBIALIONS ...ttt bbbttt b bt 3
Administering the Conflict of Interest Code for Members of the House of Commons.3
INQUITIES <.t et e st et e s e be et e e aa e s be e seeneesbeeteaneesreeneenee e 4
Blind Trust and Blind Management AQreemMEeNt..........cccoeerveerieriieneeniesiieseesiesee e sieas 6
(OF0] 0] 01U g Tox= U1 o] 4 3SR 6
Parliamentary RelatiONS ..........coovoiiiieiieei e 8
B. INTErNAl ACHIVITIES. ......iiiiieieieee e 9
EXPENTITUIES ...ttt ettt et e bt s et e e beeneesree b 9
HUMAN RESOUITES ...t 10
Information Technology (IT) ProJECtS.......cviueiieieiie e 11
Operational ReVIEW — FOHOW U ....cooviiiiiiciecc e 11
Challenges ANBAT .........coei i e et 12
Provisions in Bill C-2 Related to Members of the House of Commons...................... 12
Operational ENNGNCEMENLS .........eeiieieiie et ae e e nne s 13

Appendix | — Financial Statements — March 31, 2007

Appendix Il — Organizational Chart — Office of the Ethics Commissioner

Appendix 1l — Timeline: key events in the history of OEC

Appendix IV — Inquiries Process (Chart only)

Appendix V — Survey Results



PREFACE

This report fulfils the statutory requirement (Section 72.13 (1) of the Parliament of
Canada Act) that, within three months after the end of each fiscal year, the Ethics
Commissioner shall submit two reports on his activities for that year. One of these
reports, on my activities related to Members of the House of Commons, is to be
forwarded to the Speaker of the House of Commons for tabling in the House. The second
report, relating to my activities concerning public office holders, is to be forwarded to the
Speakers of both the House of Commons and the Senate, who will table the report in the
House over which they preside.



INTRODUCTION

This is my third and last annual report in relation to the administration of the Conflict of
Interest Code for Members of the House of Commons (referred to in this report as “the
Members’ Code”). It covers the period from April 1, 2006 to March 31, 2007.

A major focus of this past year’s activities centred on supporting and monitoring
compliance with the Members” Code for Members elected on January 23, 2006. It also
included the development of detailed procedural guidelines for the conduct of inquiries,
pursuant to section 27 of the Members’ Code.

This report reviews the major activities of the past year, presents general observations in
relation to the administration of the Members’ Code, describes some of the new policies
and interpretations relative to the Members’ Code, describes the key communications,
parliamentary relations and educational activities, and outlines some key challenges
ahead with respect to the administration of the Members’ Code.

REVIEW OF THE PAST YEAR — MAJOR ACTIVITIES

A.  Operations

Administering the Conflict of Interest Code for Members of the House of
Commons

During 2006-07, we continued to work with Members to ensure their compliance with the
Member’s Code, following the general election that took place on January 23, 2006.
Upon publication of each Member’s name in the Canada Gazette, the Office initiated the
compliance arrangement process under the Members’ Code by informing them of their
disclosure obligations. The 60-day time limit within which Members were to provide the
Office with new or updated Disclosure Statements with the information required under
the Code ended on April 18, 2006.

Once again, |1 would like to acknowledge the assistance of all party Whips. Their
invaluable assistance helped the Office to communicate with Members and led to the
timely filing of their disclosures. As a result, by April 21, 2006, only 9% of Members had
yet to file the necessary documentation with the Office.

By the end of January 2007, all 308 Members were in compliance with the Members’
Code. Furthermore, two Members who were elected to Parliament in by-elections on
November 27, 2006, were also in compliance with the requirements of the Code by

March 31, 2007. The Disclosure Summaries have been placed in the Public Registry
maintained in the Office and available for public viewing during regular office hours.
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In addition to contacting all Members to inform them of their obligations under the Code
and to ensure compliance, the Office met with some Members to provide advice and
guidance. Such meetings were particularly encouraged for newly elected Members. |
also issued communiqués and interpretation bulletins (available on our website) to all
Members via the parliamentary e-mail system.

Policy on Abstention Due to a Private Interest in a Partnership or Corporation

In order to avoid any perception of real or potential conflict of interest from arising, the
Members’ Code requires that a Member abstain from debating or voting on an issue in
which he or she has a private interest. In response to specific questions raised by some
Members, the Office developed a policy (available from our website) in December 2006
on a Member’s requirement to abstain from debate or voting because of private interest in
a partnership or corporation.

Our interpretation of section 13 on debating and voting by a Member and subsection 3(3)
related to private interests is as follows: if a Member’s ownership interest in a partnership
or corporation (public or private) is considered as “controlling” or “significant”, and an
issue being considered by the House or a committee could specifically and directly affect
his or her private interest in that partnership or corporation (i.e. not of general application
or as one of a broad class of the public), then the Member must abstain from debating or
voting on that issue. However, the Member in question is not required to abstain from
that committee’s entire proceedings, rather, he or she only needs to abstain from debating
or voting on a specific issue that could be problematic from a conflict of interest
perspective.

Inquiries

Three inquiries were initiated during the period covered by this report. Two arose from
requests made by Members of the House, while I initiated a third pursuant to the
authority granted to me by subsection 27(4) of the Members’ Code. The latter self-
initiated inquiry was launched in the 2005-06 fiscal year, but was suspended, pursuant to
subsection 29(1)(b) of the Members’ Code, when the RCMP informed me that the subject
of the inquiry was under their investigation. On January 31, 2007, the RCMP informed
the Office that they would not be proceeding with charges. This permitted me to resume
and complete the inquiry process.

The reports for the Gallant inquiry (June 2006) and the Vellacott inquiry (June 2006)
were concurred in by the House of Commons on September 28 and September 29, 2006
respectively. The report of the third inquiry, the Obhrai inquiry (March 2007), was tabled
in the House of Commons on March 30, 2007, and was concurred in by the House of
Commons on April 27, 2007.



Results of Inquiries

(a) The Gallant Inquiry:

In this case, | examined the words “private interest” as used in section 8 and subsection
10(1) of the Members’ Code in light of the definition of “private interest” provided at
subsection 3(2) of the Code. Since none of the six qualifications listed in the subsection
applied to the alleged misconduct, I concluded that there was no further substantive basis
to proceed with this inquiry.

(b) The Vellacott Inquiry:

In this case, | concluded that, although section 15 of the Members’ Code was technically
contravened, | found, in accordance with subsection 28(5), that it was a mitigated
contravention. The contravention was trivial and “occurred through inadvertence or an
error in judgment made in good faith”. Therefore, | recommended that no sanction be
imposed.

(c) The Obhrai Inquiry:

In this case, | concluded there was no credible evidence in support of the allegations of
wrongdoing. As well, in relation to some of the allegations, there was no evidence to
indicate that the conduct occurred on or after October 4, 2004 (date on which the
Members’ Code came into force), or was initiated before then and continued up to or
beyond that date. Clearly, the Code has no retroactive effect, however, inquiries can be
retrospective, that is, if the allegations referred to relate to a conduct which started before
but continued beyond October 4, 2004, then it would continue to be considered within the
context of the overall inquiry.

Summary of Requests Made But Not Pursued

During the 2006-07 fiscal year, there were ten requests that did not lead to inquiries.
These can be divided into the following categories. A few cases involved more than one
issue and thus were included in more than one category.

(a) Requests by Members of the Public

Five requests were submitted by members of the public. | responded noting that section 27
of the Members’ Code allows only Members of the House of Commons to make requests.

(b) Requests Alleging Wrongdoing by Ministers

Four requests from Members of the House sought inquiries under the Members’ Code in
relation to actions alleged to have been committed by Ministers of the Crown. In addition
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to other comments set out below, | replied that the Members’ Code could not be the basis
for these requests, as the alleged acts of misconduct were related to the exercise of the
executive functions as Ministers, and not to their duties as a Member of the House of
Commons.

(c) Reasonable Grounds

In response to three requests for inquiries from Members, | indicated that the requests had
not provided reasonable grounds to believe the alleged breach had occurred, as required
by subsections 27(1) and (2) of the Members’ Code.

(d) Requests beyond the Scope of the Members’ Code

A Member of Parliament requested that | investigate the alleged wrongdoing by a
Minister of the Crown. | answered stating that | did not have jurisdiction over the issues
in question, and that the matter would be more appropriately dealt with under the
provisions of the Privacy Act or the Access to Information Act.

Blind Trusts and Blind Management Agreements

In October 2004, the Board of Internal Economy approved a recommendation for the
reimbursement, by the House of Commons of certain expenses incurred by Members,
related to their compliance with the Conflict of Interest Code for Members of the House
of Commons.

In 2006-2007, there was no recommendation for such reimbursement of costs, since none
were requested by Members concerned.

Communications

During 2006-07, four areas were significant to our communications and outreach
activities:

1. The gap between the broad public expectations of the Office and the relatively
narrow legislative mandate upon which it operates;

2. Asurvey of the parliamentary clientele on the Office’s services;

3. Networking with our international and federal-provincial-territorial counterparts;
and

4. Preparedness for the coming into force of the Conflict of Interest Act.

The Expectation Gap and lIts Educational Challenge

There is an obvious gap between public expectations and the legislated role of the Ethics
Commissioner because of the common view that the Ethics Commissioner is a kind of
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federal ombudsperson who can address any citizen’s grievance that may have, or seems
to have, an ethical element to it. For instance, only 12% of the correspondence received
by the Office during 2006-07 was related to issues within my jurisdiction, for which I
could provide a substantive response.

However, in meeting the Office’s communications challenge, our website has greatly
contributed to the provision of information to the public. For instance, in 2006, there
were 82,600 visits to our website, from approximately 55,800 different visitors. This
represents an average of 226 visitors per day, and almost 7,000 visits per month.

A quick review of the website’s hits in 2006 shows that, by far, the inquiry reports
involving members of Cabinet were the most visited and downloaded, followed by the
Conflict of Interest and Post-Employment Code for Public Office Holders, and the report
on sponsored travel made by members of the House of Commons.

Survey of Services Provided to Members of Parliament

As | did in 2005, I conducted a second survey of MPs in the spring of 2007. We had 53
respondents, which represents approximately 15% of the MP population. The objectives
were two-fold: to assess any change with respect to the satisfaction with respect to the
Office’s services after a second round of compliance by Members, and to identify their
concerns and needs for further information or clarification.

With respect to satisfaction level of MPs, the response charts (in percentages) are
attached as Appendix V. In relation to concerns and needs for clarification, the two most
predominant are disclosure requirements for family members, as well as gifts and
hospitality.

Finally, currently, the Members’ public summaries statements are only available through
the Office. The survey showed no consensus on whether there should be access to
Members’ public summary statements through the Office’s website, as is the case for
disclosures from public office holders.

Our Networks

As part of the larger Ethics community, the Office has been an active participant in The
Council on Governmental Ethics Laws (COGEL), a 200-member international
organization drawn primarily from the United States and Canada, with members also in
Europe, Australia and Latin America. The Office participated in its December 2006
conference held in New Orleans. Canada will host the next conference, to be held in
Victoria from September 16 to 19, 2007.
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During 2006-07, the Office received many foreign delegations interested in the
administration of conflict of interest regimes for both members of legislatures and public
office holders. We participated in the Parliamentary Officers” Study Program sponsored
by Parliament for visitors from various Commonwealth countries, and met with
delegations from countries including China, Georgia, Pakistan and Tanzania.

At the federal-provincial-territorial level, the Office has been an active participant in the
Canadian Conflict of Interest Network (CCOIN), and was represented at its annual
conference, held in Igaluit, Nunavut, from September 7 t010, 2006. In 2007, the new
Office of the Conflict of Interest and Ethics Commissioner will host, jointly with the
Senate Ethics Officer and the Vice-President, Office of Values and Ethics, Public Service
Human Resources Management Agency of Canada, the annual CCOIN conference to be
held in Ottawa from September 13 to 16.

The Coming into Force of the Conflict of Interest Act

Following Royal Assent to the Federal Accountability Act on December 12, 2006, much
of the Office’s activities have centered on preparing for the coming into force of the
Conflict of Interest Act (part of the Federal Accountability Act). Communication
activities included the update of information products and briefing materials, and the
preparation of various presentations. One of the major initiatives has been the creation of
a new website in line with the changes brought about by the Act, including new reporting
requirements.

Parliamentary Relations

The 39" Parliament opened on April 3, 2006 and Bill C-2, the Federal Accountability
Act, which included the Conflict of Interest Act, was on the agenda early, with major
implications for the Office. | made several recommendations and shared some concerns
with Parliamentarians when | appeared on May 16, 2006 before the House of Commons
Legislative Committee and again, on September 5, 2006 before the Senate Standing
Committee on Constitutional and Legal Affairs.

On April 6, 2006, | provided to the new Standing Committee on Procedure and House
Affairs an update on several outstanding issues for its consideration. Among them were:
several rules of administration, the new Disclosure Statement form for Members, and a
proposed mechanism to track the status of Members’ files with respect to their
compliance with the Code. However, the most significant proposal was a set of detailed
rules and procedures for the inquiries process pursuant to the Members’ Code. A
summary chart for the proposed inquiry process, for the committee’s consideration, is
attached as Appendix 1V.
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On May 9, 2006, I discussed these issues in general and offered the Office’s cooperation
in reviewing these matters, including as a priority, the proposed inquiry process. On May
20, the House concurred in a report from the Committee which recommended the
exclusion of any information related to Members’ dependent children’s employment in
any Member’s Public Disclosure Summary. In response, I confirmed on May 25, 2006
that no further inclusion would be made of information related to the place or manner of
employment for Members’ dependent children, and that any such information previously
included in Members’ Disclosure Summaries would be removed. Revised summaries
were submitted to the Members concerned.

In September 2006, | updated the committee on outstanding business. The committee
created a sub-committee on Disclosure Forms under the Members’ Code, and it is
expected that it will deal with some of the issues I mentioned.

In the spring of 2007, the Office undertook discussions with the Parliamentary Spouses
Association. We welcomed the opportunity to address several issues of interest to the
parliamentary spouses, as they are also covered by several of the requirements of the
Members’ Code. The main issues of concern and interest of the spouses were:

1. The key differences between the conflict of interest code for Members of the
House of Commons, for public office holders and for Senators;

2. Gifts and other benefits, including travel; and

3. Fundraising.

The Office sent an aide mémoire to the association for inclusion in its monthly bulletin,
and made a presentation at the Association’s annual general meeting on March 20, 2007.

B. Internal Activities

Expenditures

In 2006-07, the Office used our full $5.406 million in approved parliamentary
appropriations (see Appendix I). 68.4% of the expenditures was used for salaries, and the
remaining was used for operational costs. This is an increase of $866,502 from 2005-06.
The higher costs for professional services are due to the upgrade of our information
technology systems and databases as a result of last year’s operational review, as well as
to respond to the expanded mandate of the Office as provided by the Conflict of Interest
Act. A supplemental allocation of $500,000 was also obtained to defray the costs
associated with the anticipated coming into force of the Act.

Our Office’s expenditures were largely allocated to Operations (61%), with Policy at
19% and Communications and Parliamentary Relations at 20%. These percentages
include a share of the expenditures incurred by Corporate Services.
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Following the practice initiated in 2004-05, the Office has continued with monthly
website posting of our financial transactions in order to ensure transparency and
accountability in the management of public funds.

Memoranda of Understanding (MQOUSs)

The Office has ongoing memoranda of understanding or service agreements with the
House of Commons, the Library of Parliament, and Public Works and Government
Services Canada (PWGSC):

The agreement with the House of Commons covers support and maintenance of our
computer network, databases, desktops, printers and other peripheral equipment. The
annual cost is $320,2109.

The agreement with the Library of Parliament covers financial services. These include
accounting operations, main and supplementary estimates, financial reporting, budget and
salary management, financial systems, and procurement. The annual cost is $250,000.

The agreement with PWGSC covers pay and benefits support services. The annual cost
is $44,850.

Human Resources

The Office has 35 full-time equivalent (FTE) employees in 2006-07, an increase of one
FTE from 2005-06. The workforce has minimal turnover, and demonstrates the diversity
expected in relation to employment equity objectives. The organizational chart for the
Office is attached as Appendix II.

The Office continues to work toward the development and implementation of internal
human resources policies and practices to improve the effectiveness and efficiency of the
Office and the quality of the workplace. As part of this effort, the employer-employee
committee has continued to make recommendations to the Ethics Commissioner on
policies, practices and procedures in human resources management.

The Office has also continued with its effort to be included and identified as a member of
the family of parliamentary entities, and to develop more joint initiatives in the human
resources management area with the other parliamentary partners. During 2006-07, the
staff of the Office became eligible to participate in the House of Commons Language
Training and Employment Assistance Programs. In addition, the Office has been
identified as a parliamentary entity in the new Employment Opportunity website for
parliamentary organizations, along with the House of Commons, the Senate and the
Library of Parliament.
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Information Technology (IT) Projects

As a result of the operational review and in order to handle the activities of the new
Office, the Office has reviewed its current information technology workflow to reflect
new practices and requirements. With the assistance of staff from the House of
Commons, our Office has engaged the services of various IT consulting firms to
complete a review/analysis of our needs, make recommendations and develop
applications. The goal is to improve the way our Office operates and better serve our
constituents. The current projects are:

development of a Leave and Schedule Management System

enhancements to the Public Registry

enhancements to the Office’s website

identification and evaluation of a new Case Management (CRM) program
digitization of records for business recovery purposes and the identification of
mergers for other business applications, and

e IT Project Management.

A total of $413,000 has been spent on these projects during the 2006-07 fiscal year.

Operational Review — Follow-Up

As a follow-up to the report on the operational review conducted in the fall of 2005, the
Office identified five priority projects in early 2006 to implement some operational
review recommendations: They were completed in the fall of 2006, with the exception of
the information technology project, which is ongoing. A brief description and results
from each project follows.

1. “Chase and Breach”

This project reviewed the Office’s activities on outreach and follow-up with public office
holders to ensure that they meet their reporting obligations. We have since implemented
enhancements to these activities, and we have improved the format, frequency and
content of our reports on breaches of the Code.

2. Life cycle assignment of files

We have decided that, to the extent possible, one person should have responsibility for
the file on an individual public office holder or a Member of the House of Commons
from the initial appointment/election of that person to public office through to oversight
of his/her post-employment activities. This is expected to allow us to build and sustain
good relationships with clients. It should also increase the comfort level of our
constituents, since access to their personal and confidential information is being
controlled closely.



12
3. Streamlining of delegation of authority

A streamlined operational approval process to enhance the timeliness of our advice to
constituents and the overall efficiency of the Office has been implemented. This process
is supported by a new delegation matrix that addresses the risk associated with various
files as well as their complexity.

4. Use of information technology to enhance office efficiency

We have mapped out all existing operational processes within the Office, including
policy, communication, inquiry and financial processes in the area of blind trusts and
blind management agreements. These processes have been used as “building blocks” for
the Office’s new client management system.

5.  Merger of the Executive and Legislative Affairs Branches

A new structure merging the Executive and the Legislative Affairs Branches into the
Operations Branch was incorporated in the proposed organizational chart for the new
Office. In the interim, a merged model has been put in place on a pilot basis.

Challenges

Operational improvement is a continuous process that requires the ongoing and
conscientious effort of all staff. In light of the requirements to implement the new
Conflict of Interest Act, some re-thinking and realignment of the projects will be
addressed as part of the implementation plan for the Act.

CHALLENGES AHEAD

Looking ahead, a key challenge for the new Office in 2007-08 will be the implementation
of the new Conflict of Interest Act. As described in previous sections of this report, much
effort has been devoted by the Office in the latter part of 2006-07 to prepare for this
implementation. Bill C-2 essentially confirms the status quo related to the
Commissioner’s roles and responsibilities for the conflict of interest regime for Members
of the House of Commons.

Provisions in Bill C-2 Related to Members of the House of Commons

Bill C-2 provided for new sections to be added to the Parliament of Canada Act dealing
with Members of the House and trusts. The sections stipulate that no member of the
House of Commons may, directly or indirectly, accept any benefit or income from a trust
established by reason of his or her position as a member of the House. Contravening the
prohibition is a summary conviction offence, with the penalty of a fine between $500 and
$2000. Members are also required to disclose to the Commissioner every trust from
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which he or she could, currently or in the future, either directly or indirectly, derive a
benefit or income. The Commissioner must order a trust be terminated, if possible, or at
least order that the Member not use any benefit or income for nomination, leadership or
election campaign purposes.

Mechanisms will be put in place early in the new fiscal year to ensure that Members are
aware of and comply with these new requirements.

Operational Enhancements

The Office has identified several key areas for operational improvement to support
implementation of the Conflict of Interest Act and the ongoing administration of the
Members’ Code, including:

e development of an integrated and efficient information management system to
handle increased correspondence and for document filing and tracking;

e development and implementation of a human resource strategy that will enable the
Office to recruit, retain and develop staff and foster a continuous learning
environment, particularly in light of new skills required in areas such as legal
services and inquiries; and

o addressing the need for increased physical infrastructure, including office space, file
rooms, information management and associated security measures.

I am confident that, under the leadership of the new Conflict of Interest and Ethics
Commissioner, the dedicated and experienced staff of the Office will be up to the task in
meeting these challenges.



OFFICE OF THE ETHICS COMMISSIONER

Statement of Operations (Unaudited)

For the year ended March 31

2007 2006

Policy Total Total

Communications Operations
Development

Salaries and employee benefits 854,098 2,604,949 790,799 4,249,846 3,314,690
Professional and special services 230,874 753,678 262,663 1,247,215 1,310,093
Accommodation 64,577 194,624 59,764 318,965 318,965
Amortization 51,404 154,921 47572 253,897 234,767
Communications, travel and relocation 9,301 28,215 25,260 62,776 100,457
Material and supplies 5,198 15,666 4811 25,675 35,929
Equipment rentals 6,584 19,844 6,094 32,522 31,798
Repairs and maintenance 4,122 12,423 3,814 20,359 22,270
Information 3,110 1,947 569 5,626 20,915
Total Expenses 1,229,268 3,786,267 1,201,346 6,216,881 5,389,884
Net cost of operations (1,229,268) (3,786,267) (1,201,346) (6,216,881) (5,389,884)

The accompanying notes form an integral part of these financial statements.



OFFICE OF THE ETHICS COMMISSIONER

Statement of Financial Position (Unaudited)

as at March 31

2007 2006
Assets
Financial assets
Accounts receivable and advances (Note 4 ) 164,364 173,069
Total financial assets 164,364 173,069
Non-financial assets
Tangible capital assets (Note 5) 621,656 776,600
TOTAL 786,020 949,669
Liabilities
Accounts payable and accrued liabilities 1,062,273 168,747
Vacation pay and compensatory leave 97,546 100,634
Employee severance benefits (Note 6) 653,540 547,335
Total liabilities 1,813,359 816,716
Equity of Canada (1,027,339) 132,953
TOTAL 786,020 949,669

The accompanying notes form an integral part of these financial statements.

Variance -1 0



OFFICE OF THE ETHICS COMMISSIONER

Statement of Equity of Canada (Unaudited)

as at March 31
2007 2006
Equity of Canada, beginning of year 132,953 (524,377)
Net cost of operations (6,216,881) (5,389,884)
Current year appropriations used (Note 3) 5,406,375 4,539,873
Change in net position in the Consolidated Revenue Fund (Note 3) (902,231) 1,016,308
Services received without charge from other government departments (Note 7) 552,445 491,033
Equity of Canada, end of year (1,027,339) 132,953
The accompanying notes form an integral part of these financial statements.
Variance 0 0



OFFICE OF THE ETHICS COMMISSIONER

Statement of Cash Flow (Unaudited)

For the year ended March 31

2007 2006
Operating activities
Net cost of operations 6,216,881 5,389,884
Non-cash items:
Amortization of tangible capital assets (253,897) (234,767)
Services provided without charge from other government departments (Note 7) (552,445) (491,033)
5,410,539 4,664,084
Decrease in accounts receivable and advances (8,705) 169,000
Decrease (increase) in liabilities (996,643) 613,618
Cash used by operating activities 4,405,191 5,446,702
Capital investment activities
Acquisitions of tangible capital assets 98,953 109,479
Cash used by capital investment activities 98,953 109,479
Financing Activities
Net cash provided by Government of Canada 4,504,144 5,556,181
The accompanying notes form an integral part of these financial statements.
Variance 0 0



APPEMNDIX 1

OFFICE OF THE ETHICE COMMIEEIONER

Notes to the Financial Statements (Unaudited)

1. Authority and Objectives

Thesa statements provida the financial information related to all the operations controllad by the Office of the Ethics Commissioner.

The Oiffice of the Ethics Commyissioner was ceated by an 4cf fo amend the Pariiament off Canada Aot and orher Acts i consequence
The Ciffice began its operadons oo May 17, 2004, The objective of the Office is to exhance public confidence and trust in the integrity of
Mlembers of the House of Commons and Public Office Holders as well as the respect and confidence that society places in the House of
Commons 35 an instinution.

The OfFice of the Ethics Commissioner’s business is dafined through thres activites:

Communrcations - This program activity defines the sirategic direction for the Office of the Ethics Conmussionst’s laison with the
House of Conmipos, parliamentary commitiees, Members of Parliament and Public Office Holders, as well as external stakshaldars.

Operatens - This program actvity is three-fold: compliance, provision of confidential advice or opmion and mvestigaton.

Policy Development - The objective of this program activity is to develop appropriate policies and practices in order to provide sound
and consistent advice to clients with respect o the application of the Conflict of Interest Code for Members of the House of Commons
and the Cooflict of Interest and Post-Employment Code for Public Office Holders.

2. Summary of Significant Accounting Policies

The financial statements have been prepared m accordance with Treasury Board accounting policies which are consistent with Canadian
genarally accepted accounting principles for the public sector.

Significant accounting polices are a3 follows:

(&) Parliameniary approprisifons — The Office of the Ethics Commiissioner 15 fnanced by the Government of Canada
through Parliamentary appropriations. Approprations provided to the Office do not parallsl firancial reporting according o
generally accepted accounting principles since appropriations are primarcly based oo cash flow eguirements. Conseguently,
rtems recognized in the satement of operations and the statement of fnancial position are not necessarily the same as those
provided throush appropriatdons Som Parliament. Wote 3 provides a kigh-level reconciliation between the bases of reporting.

{B) Ner Cash Provided by Gevernmeni — The Ofice of the Ethics Commissioner operates within the Consolidated Feverue
Fund (CRF) which is admmistered by the Receiver General for Canada. Al cash received by the Ofice is deposited to the
CRF and all cash dishursements made by the Office are paid from the CRF. Wet cash provided by Government s the
difference between all cash receipts and all cash dishursements meluding transactions between departments of the fedaral
goveTnment

{c) Chamge in net position in the Consolidated Revemue Fund 15 the differsnce betweer the net cash providad by
(Government and appropriatons used in a year. It results from timing differences between when a ransaction affects
appropriations and when it is processed through the CRF.

(&) Expenses — Expenses are recorded on the accraal basis:

i. Vacation pay and compensatory leave are expensed as the benefits acoue to employess under their respectve
termas of employment.
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2. Significant Accounting Policies (continued)

ii. Services prowided without charge by other government depariments for accommopdation and the employers
contribution to the bealth and dexal insurance plans are recorded as operating expenses at their estimated cost.

{e) Emplayee furnre bemgfhes

i Pensiom bepefits: Elipible employess participate in the Pablic Service Pension Plan, a multiemployer plan
administered by the Government of Canada. The Office’s contmibutons fo the Plan are charged to expenses in
the year incurred and represert the total obligation of the Office to the Flan. Current legislation does not reguire
the Office to make contributons for any achiarial deficiencies of the Plan

ii. Severamce benefits: Employses are enfitled to severance benafits under labour contmacts or conditions of
employment. These benefits are accrued as employvees render the semvices necessary o earn them. The
oblization relatms to the benefits samed by employess is calculated nsing mformation derved from the results
of the acnanially determined liability for employes severance benefits for the Government a5 a whole.

() Aeconmnis recervable and advances are stated at amounts expectzd o be nltimately realized; a provision is made for
receivables where recovery is considered umcertain.

(g} Foreign currency fransaciions — Tansactons iovolving foreizn curencies are ranslated inte Canadian dollar

equivalants usieg tes of exchange m effect at the time of those iransactons. Monetary assefs and Labilittes denominated m
a foreizn currency are translated into Canadian dodlars using the rate of exchange in effect on March 31.

{#) Tangible capiial assess — All tangible capital aszets and leasehold myprovements having am inifial cost of $500 or more
are recorded at their acquisiden cost.

Amortization of tangible capital ass=is is dooa on a strarghi-line basis over the astimated nseful life of the asset as follows:

Asset Class Amortization Period
Machinery and eguipmesnt 10 years

Cither equipment 10 years
Campuarer equipment 3 years
Campuarer sofrwars 3 years
Leaszhold improvemsnts life of lease

(i) Measuremeny uncertamiy — The preparation of these financial satements in accordance with Treasury Beard accounting
polices which are conststent with Canadian gererally accepted accounting principles for the public sactor reguines
manapement i make estimates and assumptions that affect the reported amoeants of assets, liabilities, revemes and expenses
reporied in the fSinancial statements. At the time of preparation of these statements, mamazement believes the estimates and
assumaptions to be reasonatle. The moest significant iems where estimates are used are the Lakility for employes severance
benefits and the nsefial life of tanzible capital assets. Actual results could differ from those estmated. Management's
estimates are reviewed periodically and, as adjustments become necessary, they are recorded in the financial statements in
the year they becoms known.
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3. Parliamentary Appropriations

The Office of the Ethics Commissioner receives most of its fundmz throngh armual Parliamentary appropriations. [tems recopmized in the
statement of operations and the statement of finapcial position in one year may be funded through Parliamentary appropriations m prir,
owrrent ar finme years. Accordmgly, the Office of the Bthics Copmissioner bas different net results of operations for the year on a
povernment fimding basis than on an accrual accounfing basis. The differences are reconciled in the followine tables

(a) Reconciliation of net cost of operations to oat 2006
corrent year appropriation: wsed: in dellars)
Net coat of operation: 6,216,851 5350584
Adrustments for items affecting net cost of operations
bt not affecting appropriations:
Add (Less)
Amprtization of fapzible capital assets (233.89T) (234,767)
Services provided without charge by other sev ane 201 13T
ZOverEmEnt departments [352.445) (401,033
Diecrease (incTease) in
vacation pay and
ComMpensatory laave 3.088 [33.'55']:'
Increass in employes severance benefits (106,205} (23381T)
Adjustment to prio? year payables 12777

Adyustments for items not affecting net cost of

operations bur affacting appropriations
Add (Lass): Acguisitions of tangible capital assstz 98933 109,478
Current year appropriations msed 3406375 4530873

(b) Appropriations provided and wied

T 2006
(in dollars)
Votz 15 - Operating expendinires 4,086,000 4,082,000
Statutory amoumts 455,716 453,048
Lass:
Lapsed appropnations: Operating (33341} (2175
Tatal appropriations wied 3406375 4530873
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3. Parliamentary Appropriations (continued)

{c) Reconcibiation of net cash provided by Government to current year appropriations nsed

oot 2006
{in dollars)
et cash provided by Gowernment 4,304,144 553618
Change in net pesition in the Consoelidated
Fevenne Fund
Varation in accounts receivable and
advances 8705 (162,000)
Variation in accounts payable and accred
liahilities 293 524 (613,618)
Other adjustments (233,600)
002211 {1.014,308)
Current year appropriations used 3406.375 4530873
4. Accounts Receivable and Advances
The following table presents details of recetvables and advances
o 2006
(in dollars)
Fecemvables Tom other Government
depariments and agencies 163,864 172,569
Employas advances 500 300
Tozal 154,364 173,049
5. Tﬂl'lgil'.'l | Capital Assets
{in dollars)
Caae Accemalited amertiaaizan
Capital suser | Opeming Acquisi- Closing Opeming | Amerdzs- Closing 2007 Nt 2006 Net
class balamce tiems Bualance balamce oon Balance book value | book value
- 3719 - 3709 1148 1372 Pl | 11,182 12,570
SqUIpTEE?
Sz 313334 2277 315.61 32012 31485 63,457 252,114 XE1322
SQUIDIMETT
Compester 144,808 65,908 110,504 29411 STER | 102,84 108,310 93,195
SQLIDIEET
Eompis 028 30,768 141,708 19,166 17,009 6,17 63,611 71582
soffware
Laasstald S e g . 2
E— - 447113 13147 131,248 184,403 315,651
Toital 1,028,810 CE ] 1,128,783 253,210 I53ERT 621,656 TTE,600

Amortization sapanse for the veer ended Measch 31, 2007 m 5253, 687 (2006 - 5234,767).
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6. Employee Benefits

{2) Pension benafits- The Office of the Ethics Commuissionst’s employess paricipate in the Pablic Senvice Pension Plan, which is sponsored
and administered by the Government of Canada Pension benefits accroe up o 2 maxienam persod of 35 years at a rate of 2 percent per
vear of pensionable service, times the average of the best five consecuftve years of eamings. The bensfits are mrezrated with
Camada’Cueber Pepsion Plan benefits and they are indexed o inflation.

Both the employess and the Office conmibute to the cost of the Plan. The 20046-2007 expense amoumts o $335,8462 (§335,255 in 2005-
2004, which represents approximately 2.6 tmes the conmibatons by employess.

The Office’s responstbility with regard to the Plan is limited to its confribations. Actuarial sarpluses or deficiencies are recognized in the
financial statements of the Government of Canada, as the Plan's sponsor.

(b} Severance bensfits- The Office of the Ethics Commyissionst provides severance benefits fo its employes: based on elizibility, years of
service and final salary. These severance benefits are not pre-fanded. Benafits will be paid from Sumure appropriations. Infermation abeat
the severance benafits, measured as at March 31, 3 as follows

oat G
(in dollars)
Accrued bensfit oblization. beginning of year 547315 314,518
Expensa fior the year 117908 21817
Benafits paid duning the year (11,703}
Accrued benefit oblization. end of year 653,540 547335

7. Related Party Transactions

The Office of the Ethics Commissioner is related as a result of common ownership to all Government of Canada deparoments, agencies,
and Crown corporations. The Office enters into transactions with these emirties in the pormal course of business and on nommal rade terms.
Also, during the year, the Ofice received services which were obamed witheut charge from other Government departments as presented
in parnt (1)

{#) Services provided without charge

Dharing the year the Office received without charge from other deparmments, accommodation and the employer's coniribution 1o the health
amd demtal msurance plaes. These services without charge have besn recogmized in the Ofices Starement of Oparations as follows

nar 2004

(in dollars)
Accommadation 318,065 318,965
Employer's contribution to bealth and dental insarance plans 133480 172,068
Tofal 351445 491,033

The Government has stractared some of its adminismative activities for efficiency and cost-effectivensss parposss so that one deparment
performs these on behalf of all withourt charge. The costs of these services, which inchude mamslation services, paymoll processing and
cheque isswance services provided by Public Works and Government Services Camada, are not imcluded as an expense m the Offfces
Statement of Operations.
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7. Related Party Transactions {CDHTiHUEﬂ]
{1} Payables and receivables outstanding at year-end with related partes:

o7 2004
(in dollars)
Accoumts receivable from other governmen: departments and agenciss 143,864 172,569

Accounts payabla to other government depaniments and agenciss 122113 700027
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Ethics Commissioner

Director, Director, Corporate
Operations Services
a7 Q)

“4)
Deputy Commissioner Director, Director, Strategy and
3) Parliamentary Policy
Relations and (1.5)
Communications
(2.5)

The number in brackets represents the number of
direct reporting subordinate positions.
Total: 35 positions have been staffed

March 2007
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RESPONSES TO SURVEY / REPONSES AU SONDAGE
March / Mars 2007

Based on your own experience, how would you rate the services provided to you, as Member of the
House of Commons, by my Office, on the following scale: / Selon I’échelle suivante et en vous basant

sur votre expérience, comment évalueriez-vous les services qui vous ont été offerts, en tant que député,
par mon Bureau :

Legend / Légende :
@ Very satisfactory / Trés satisfaisant m Satisfactory / Satisfaisant
O Acceptable O Poor - Unacceptable / Pauwe - Inacceptable

m Unanswered / Non répondu

Question 1 - Analysis of personal compliance measures with respect to the Code’s
requirements /
L’analyse des mesures de conformité personnelle en regard avec les
exigences du Code.

2%

27%

33%

38%




Question 2 - Confidentiality, usefulness of, and explanation provided in relation to
advice /
La confidentialite, I’utilité et les explications fournies relatives aux
conseils.

2%

41%

Question 3 - Courtesy and respect in services with your office and you /
La courtoisie et le respect dans la livraison des services, envers vous-
méme et votre bureau.

4%

52%




Question 4 - Timeliness of response /
Le délai de réponse.

4% 2%

33%

Question 5 - Subsection 23(2) of the Code regulates the availability of Members’
Disclosure Summaries in the Public Registry kept in my office. Would
you agree to an amendment to allow for its posting on the Internet, as done
with public office holders? /

Le paragraphe 23(2) du Code prescrit de rendre disponible les déclarations
sommaires des députés dans un registre public a mon bureau.
Accepteriez-vous un amendement permettant de publier les déclarations
sommaires publiques sur Internet, comme pour les titulaires de charge
publique?

8%

42%

@ Yes / Oui
m No / Non
O Unanswered / Non répondu




