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REPORT
OF
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INTEGRITY COMMISSIONER

RE: THE REVIEW OF EXPENSE CLAIMS SUBMITTED BETWEEN JUNE 26,
1995 AND DECEMBER 31, 2002, PURSUANT TO THE CABINET MINISTERS
AND OPPOSITION LEADERS EXPENSESREVIEW AND ACCOUNTABILITY

ACT, 2002

[1] Asrequired by the Cabinet Ministers' and Opposition Leaders Expenses Review
and Accountability Act, 2002 (the Act) thisis a Report of my review of expense clams
submitted between June 26, 1995 and December 31, 2002 by:

a) Cabinet minigters holding office as a November 28, 2002;

b) Those persons employed in the offices of cabinet ministers noted
above;

c) Paliamentary assstants holding office as at November 28, 2002;

d) Those persons employed in the offices of parliamentary assstants
noted above;

€) Those persons holding the office of opposition leader a any time
between June 26, 1995 and December 31, 2002;

f) Those persons employed in the office of an opposition leader between
Jdune 26, 1995 and December 31, 2002.

[2] In accordance with the Act | am required to review the expense clams of those
persons noted above and make the expense claims and supporting documents available
for public ingpection on or before January 31, 2003. | amaso required to report on my
review of the relevant expense claims on or before January 31, 2003. Thisisthat Report.

! The expense claims of cabinet ministers, parliamentary assistants and staff were put on hold as of
December 10, 2002 so that this review could be completed in an orderly way. Expense claims of opposition
leaders and staff were put on hold as of December 13, 2002. All of these expense claimswill beincludedin
my report on reviewabl e expenses to March 31, 2003.



[3] All of the expense claims and supporting documents reviewed will be available
for public inspection on January 31, 2003, February 3, 2003 and February 4, 2003 (see
section 14(1) and (2) of the Act.)

THE REVIEW PROCESS
[4] Section 15 of the Act directs the review of “reviewable expenses’ to determine if
those expenses are “ alowable expenses’. Sections 2 and 3 of the Act set out what the

reviewable expensess are;

2. (1) Anexpense of aCabinet minister or person employed in hisor
her office is areviewable expense under this Act,
(@ if the expense was incurred in the performance of aminigterid
duty or function; and
(b) if adam was made for payment of the expense from the
Consolidated Revenue Fund.

(2) An expense of a parliamentary assstant or a person employed
in hisor her office is areviewable expense under this Act,

(@) if the expenseincurred in the performance of aministeria duty or
function, or in the performance of a duty or function of a
parliamentary assstant; and

(b) if aclam was made for payment of the expense from the
Consolidated Revenue Fund.

3. An expense of an Opposition leader or person employed in hisor

her office is a reviewable expense under this Act,

(@) if the expense wasfor trave, hotds and Ssmilar accommodation,
medls or hospitdity; and

(b) if aclam was made for payment of the expense from the
Legidative Assembly Fund, but not a claim for payment pertaining
to the leader’ s congtituency work as a member of the Assembly.

[9] In short, with respect to cabinet minigters, parliamentary assstants and staff,
reviewable expenses are expenses incurred in the performance of ministeria duty, the
camsfor which are paid out of the Consolidated Revenue Fund. In the case of
opposition leaders and saff areviewable expense is an expense for travel, hotels, medls,
hospitdity etc. if the claim for payment of the expense was made from the Legiddive



Assembly Fund. Expenses incurred by opposition leaders as part of the leaders
congtituency work as members of the Legidative Assembly are not reviewable expenses.

[6] What is an dlowable expenseis determined by the generd principles of
reasonableness and appropriateness, subject to the provisons of applicable guidelines
issued from time to time by Management Board of Cabinet in the case of cabinet
ministers, parliamentary assstants and staff and by the Board of Internd Economy in the
case of opposition leaders and staff. It should be noted that expenses claimed by cabinet
minigters, parliamentary assstants, opposition leaders and their respective staffs after
December 31, 2002 are subject to the new Rules set out in an Order in Council issued on
November 28, 2002 under section 5 of the Act.

[7] In the course of this phase of the review, | have reviewed dl reviewable expenses
provided by the Chair of Management Board of Cabinet for cabinet ministers,
parliamentary assistants and staff under section 13 of the Act. | have dso reviewed Al
reviewable expense claims provided by the Speaker for the opposition leaders and staff.

No reviewable expense clams have been pulled in return for a commitment to reimburse.

[8] For the purpose of clarity, | should set out what | have not done. First, | have
undertaken areview, not an audit, of reviewable expense claims. Second, with one area
of exception, | have only reviewed “reviewable expenses’ as defined in sections 2 and 3
of the Act. Thus, | have not reviewed transactions which were directly billed to aministry
or opposition party and processed by journa entry. | will have something to say about
these journd entry transactions in the Recommendations section of this Report. The
exception to which | referred above concerns commercid air travel by cabinet minisers,
parliamentary assstants and staff during the relevant review period. Frequently,
ministries were billed directly by the air carrier for the cost of air travel and the cost
incurred was reflected in ajournd entry. The expense claim was, however, paid out of
the Consolidated Revenue Fund. These expenses are not reviewable expenses because of
the Act’ s definition of areviewable expense. These transactions do, however, involve the



expenditure of taxpayer’s money. | have reviewed the commercid air trave - direct billed
— minigtry travel expenses. Thosethat | have reviewed appear to bein order.

[9] This phase of the review covers a seven and a half year period. Approximately
7,900 claims submitted for payment in the June 1995 to December 31, 2002 period by
640 persons were reviewed. Reimbursements totalling $54,500 were made before and

during the review.

[10] Thisreview was a substantia undertaking when considered in light of the volume
of transactions involved and the short time provided by the Act to complete the review
and report on it. | make no claim to have conducted it Sngle-handedly. A brief overview
of the process followed on the review will reved the assstance of many persons whose

contributions were essentid to this phase of the expense claim review.

[11]  The process began by the transmisson to my office of reviewable expense clams
in accordance with s.13 of the Act. | am satisfied that dl reviewable expense clams and
available documents were provided. Some of the documents that we received were
partialy “severed” (i.e. made unreadable for Freedom of Information and Protection of
Privacy Act purposes) before our review. This was done on the basis that the severed
information was private information such as persona telephone and credit card numbers.

No information essentid to this review was severed.

[12] Sincemy office runsits norma business dealing with issues under the Members
Integrity Act, 1994 and the Lobbyists Registration Act, 1998 with a staff of three, and
snce | concluded that al (as opposed to a sampling), reviewable expense claims should
be reviewed, it was apparent that outside assistance was required. Thus, KPMG was
retained to provide an overview of dl reviewable expense clams, the purpose of which
was to identify cdlams that might require further information and review. That overview
and the subsequent review in our office did not disclose any fraudulent transactions. It

did disclose anumber of reimbursements made before the review started and the need for
further information with respect to a sgnificant number of expense clams.



[13] Toassd usin obtaining that further information al minigtries and both

opposition parties cooperated by designating a contact person to whom expense related
inquiries could be directed. We had to impose on these contact persons to provide
answers to questions developed as the preiminary review of expense clamswound its
way to completion. The responses from ministry and opposition contact persons had to be
completed and returned to our office in a48-hour turnaround period. | very much
gppreciate the cooperation of those ministry and opposition party contact persons.
Without that cooperation this review could not have been completed on time.

[14]  All gaff daims (including opposition staff expense dams) induded a

certification that the expense claim was incurred on minigterid, or in the case of

opposition gaff on oppostion leaders , business. In the case of staff, al expense claims
were reviewed by a supervisor before the claim was submitted for payment. |, therefore,
proceeded with the review on the basis that there was an applicable presumption of
legitimacy which was to be displaced only if there was some genuine reason to conclude
that a particular expense claim was not reasonable and appropriate, or was contrary to the

goplicable guiddines.

[15] Weusad thefollowing classfication of expensesin determining whether
reviewable expenses were alowable expenses.

a) Accommodations — hotels, motels, etc.;

b) Air travel —airline tickets and associated codts (e.g. travel service
fees, insurance, change fees, etc.);

c) Hospitality — costsidentified as relating to receptions and
entertaning;

d) Meals— overtime meds, per diems, business meetings, etc.;

€e) Mileage — kilometer dlowances,

f) Parking;

g Taxi;



h) Travel —travel costs excluding airfare (e.g. car rentds, train tickets,
public trangt, gasoline purchases, etc.); and
i) Other —expenses not covered by one of the other categories.

[16] Asresponsesto inquiries from this office were received, the expense claims,
supporting documents and additional information provided were reviewed in my office.
In the course of the review, we took into account various guidelines relating to

reimbursable expenses, including:

The Guide to Members Allowances and Services and Members
Support and Caucus Staff, Parts IV and V, dated summer 2000;
Extracts from Cabinet ministers Handbooks,

Travel Management and Genera Expenses, guiddines dated October
1997,

Travel, Med, Hospitaity and Membership Fee Expenses, guiddines
dated January 1994; and

Various Minidry travel guiddines.

[17] | dsoconsidered, but did not apply, the new Rules governing Expenses of
Cabinet ministers and Opposition leaders dated November 28, 2002 and effective January
1, 2003.

[18] Queries generated by the firgt phase of thisreview fdl into the following generd
categories.

a) Alcohol served— meds or hospitdity eventsthat included the
purchase of acohol (the applicable guiddines permitted the purchase
of acohol under certain restricted circumstances);

b) Business purpose not identified — generaly these were expenditures
without sufficient explanation or documentation to support the expense

dam;



c) Explanation required for size of expenditure — expenditures that
require an explanation due to their quantum. Examples would include
mileage claims that gppear high based upon the travel descriptions
provided; frequent overtime med claims, etc.;

d) Hotel, high phone use — the guideines place redtrictions on the
number of phone calsthat are permitted when away from the office.

In most ingtances, details of phone cals on hotd invoices had been
severed. Therefore, additiond information was required to determine
whether or not the guiddines had been followed;

€) Hotd, includes per sonal/entertainment — expenditures of a persond
nature. Examples include in-room movies, mini-bar charges, etc.;

f) Incorrect amount — instances where the amount of the expense dam
differed from the supporting documentation for unknown reasons;

g Insufficient documentation — instances where the documentation
supporting the claim was not present or was not sufficient to determine
whether the guidedines had been followed;

h) Invalid expense report — invoices that appear to have been submitted
for payment, but were not associated with an individual’ s expense
report;

i) Meals, attendees not identified — typicaly theseinvolved missng
descriptions for medl attendees,

]) Meals, details of purchasesnot provided — med expense damsthat
did not include reasonable information about the items purchased;

k) Personal expenses— expenditures that appeared to be of a persona
nature; and

[) Air Travel —busnessdassarlineticketsfor flights of aduration less

than five hours.

[19] Many reimbursements were generated before the review process as aresult of
internal minigtry reviews of expense claims. In addition the various queries we made to

ministry contact persons generated further reimbursements. At the end of the day,



reimbursements made as part of thisreview flowed from questions raised and submitted
to expense clamants. When it was suggested to expense claimants that information
provided (or not provided) did not support the claim and that reimbursement ought to be
considered, arembursement invariably followed. Reimbursements totalling $54,500
were made. | am grateful to al concerned for their cooperation in this regard. | should
add that there were reimbursements which were made before and during thisreview
which | would not have ordered. It appears to me that those subject to thisreview
generdly acted out of an abundance of caution in determining whether or not apaid
reviewable expense clam should be reimbursed.

[20] There were severd expense dams, modly involving relatively smal amounts,
submitted by staff who are no longer working for the government and who could not be
located. In the relatively few cases when there was reason to question claims of those
persons, | did not think it made sense to spend far more than the reviewable expense
clam itsdf to trace the former employee who had submitted the claim. | believe most
would accept that that expenditure of taxpayer’s money makes no sense. There were no
reviewable expense clams submitted by a staff member who could not be located which
involved substantid sums.

[21] Wequeried a number of expense clams not because the claims appeared to be
unreasonable, but rather because the supporting documents (invoices, credit card receipts
etc.) could not be read. In some cases that problem had to remain unresolved since
repested photocopying and the passage of time made it impossible to determine the
details of some transactions. There were other reviewable expense claims where receipts
had been logt. Thisisnot surprising to me since the review period extended over a seven
and a hdf year period. In any case, where supporting documents could not be easily read
or where receipts had been lost, we did the best we could to re-construct the transaction

giving rise to the expense clam to determine whether the clam was reasonable and

appropriate.



[22] Inafew instances, expenses reviewed were found to be reasonable and
appropriate but it was apparent that the expense should have been charged to another
budget account. For example, a reasonable expense claim for office supplies should be
charged to an operating — office budget account, not to atravel, hotels, accommodation
budget account. However, we did not seek areimbursement if the claim was otherwise
reasonable and gppropriate. This gppeared to me to be sensible since in the end payment
came from the Consolidated Revenue Fund, or in the case of the opposition parties, from
the Legidative Assembly Fund. That is to say, dthough the book-keeping could be made

tidier, the bottom line would remain the same.

[23] Inthecourseof thisreview, | reviewed the expenses of thirteen personswho are
not subject to the Act. These persons submitted seventy-seven expense clams. Since the
expense clamants are not subject to the Act, their expenses are not “reviewable
expenses’. For that reason they are not included in the expenses required to be made
available for ingpection under section 14(1) of the Act.

[24]  Indeding with expense dams involving meals and meetings with third parties,
we frequently had to seek information about the purpose of the meeting, the number in
attendance, and who the third parties a the meeting were. Many were reluctant to
disclose the identity of third parties at a particular meeting. Third party privacy interests
were invoked and there was a frequently expressed concern about the disclosure of the
identity of non ministry or opposition party meeting attendees. | am sympathetic to what
appears to be a generaly held concern. In the Recommendation section of this Report, |
will refer to the need to develop a system for the on-going review mandated by the Act so
that third party privacy interests and confidentidity can be respected, but information as
to the identity of meeting attendees can be made available to my office, only for the
purpose of the ongoing expense clam review mandated by the Act.

[25] | should note that in many instances, the documentation supporting expense
dams, dthough insufficient by present standards (as established by the Rules now in

force), did meet the standards of the day. For example, credit card rece pts were (but no



longer are) sufficient to support many expense clams. It seemsto me that the sufficiency
of supporting documentation has to be judged by the standards in place when the expense
claim was submitted, not by standards later put in place.

[26] | should dso add that dmost dl acohol-reaied ministry expense dlams have
been reimbursed, | assume on the basis that applicable guiddines prohibited any
reimbursement for acohol expensesin most cases. In my view, these earlier guiddines
were unduly regtrictive in that they ignored contemporary redlity. However, Snce
reimbursements have been made, | will make no further comment on that subject.

RECOMMENDATIONS
[27] Having had the benefit of the experience of this review, | make the following
recommendations. Some are in part redundant because of the grester clarity of the new

Rules rdlevant to expense clams:

1. Expensecdamsshould invariably set out of the business purpose of
the expenditure incurred (i.e. reference to an event, meeting etc.);

2. Expensedamsfor meds should include detalls of the personsin
attendance and reasonable information of theitems paid for. |
recognize that there will be some ingtances where for privacy and
confidentidity reasons it may not be gppropriate to include
information with respect to the persons in attendance as part of the
expense clam. In such ingtances the expense clamant should at the
very least maintain arecord of those in attendance. | hope to meet with
the Speaker and the Chair of Management Board in the near future to
edtablish an arrangement under which my office can be informed about
the attendees at meetingsinvolving third parties,

3. Taxi chits should include To/From information;

4. Mileage dams should include information about the particular
locations traveled to and, of course, the business purpose of the trip;

5. Where practicable origind rece pts should be made part of expense
clams, in addition to credit card dips or credit card statements. This
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will avoid the rdaively few ingances where an expense daim was
made twice, once on the basis of a credit card dip and again on the
badis of the origind receipt.

6. Tofacilitate ongoing reviews of reviewable expenses dl minidries
should record, process and retain expense clamsin the same way.
Reviewable expense clams should be made available to my office a
regular pre determined intervas. | will discuss those systemic issues
with the Speaker and the Chair of Management Board shortly.

[28]  This phase of the review has been completed. Subject to the limitations referred to
in this Report, | am satisfied that the expenses which | have reviewed, net of

reimbursements made, are alowable expenses (see section 15 of the Act).

DATED a Toronto, this 31% day of January, 2003.

The Honourable Coulter A. Oshorne
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