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I want to thank the Standing Senate Committee on National Finance for this opportunity to appear before you. This evening marks the 16th appearance by the CFI before a Committee of Parliament since its creation but my first appearance as its President.
Eight years into its mandate, the CFI has committed almost $2.9 billion for 3,891 research infrastructure projects at 128 institutions in 62 municipalities across the country. These investments are made: on the basis of a rigorous assessment of merit, using international standards; on the capacity of the project to enhance the training of future researchers; and on the ability to bring economic and social benefits to Canadians.

The impact of CFI’s investments has been profound. Because CFI funds are awarded to institutions, based on their strategic priorities, the advent of the CFI has catalyzed strategic planning by institutions and enhanced their differentiation and specialization.  The CFI’s investments have also contributed to the development of world-class expertise in communities across the country by enhancing the competitive position of Canadian institutions in recruiting researchers from abroad, and in retaining the best and brightest of their faculty members.  These investments have reversed the “brain drain” that so often dominated the headlines in the 1980s and 90s.  A stable financial environment enables medium-and long-term planning that promotes well-thought-out investments that have, and will continue to generate benefits in areas of strategic importance to Canada.
This committee has been interested in the issue of government foundations for some time, and I therefore want to address some of your concerns regarding the transfer of significant sums of public money to foundations.
The background to the discussion this evening was well articulated by the Auditor General in Volume I of the 2004 Public Accounts of Canada when she said (and I quote), “I wish to reiterate that I express no view on the merits of foundations as a vehicle to deliver government programs. Nor should my comments be interpreted in any way as a criticism of the individuals in charge of the foundations. My concerns relate solely to the funding of these organizations in advance of need; the existing provision for their accountability and governance; and the way the Government accounts for its transfers to them.”

In terms of the Auditor General’s relationship to the CFI, the current arrangement results from the legislation under which we were created.  This is not an issue for the CFI to comment on.  The government presumably considered a number of possible arrangements and chose the foundation model as the way to deliver these programs.  
Reporting to Parliament 
Because of its status as a foundation entrusted with public money, the CFI attaches paramount importance to operating in an economical, effective and transparent manner, and to communicating its activities and results to a wide audience. As required by the Act, the CFI annual report is tabled in Parliament each year through the Minister of Industry.  The annual report includes information not only on financial performance, but also on CFI-funded projects, evaluations, results, and corporate plans. 
Ministerial oversight 
The Funding Agreement between the CFI and the Government of Canada, approved by Treasury Board, sets out the terms and conditions under which the CFI must operate—including overall objectives, eligible recipients, eligible projects and costs, selection criteria, evaluation, and the management of investments.

The CFI submits to the Minister of Industry the results of independent third-party evaluations of its awards in accordance with a framework and timeframe approved by the CFI Board of Directors. These evaluations assess the overall performance in achieving the national objectives identified in the Funding Agreement.  

Furthermore, to ensure value for money, the CFI appoints external experts to evaluate its programs.  The CFI is also beginning to undertake scientific audits, by external experts, of the projects in which it has invested.
Also, the Minister may require that an audit of the books and records of the CFI be carried out to ensure compliance with the terms of the Funding Agreement.
The CFI provides a corporate plan annually to the Minister of Industry that includes planned expenditures, objectives, and performance expectations. The summaries of the corporate plans are provided to Parliament by the Minister and are made public.

Finally, representatives of Industry Canada and Finance Canada attend meetings of the CFI’s Board of Directors.

External auditing
From its inception, the Board has taken prudent measures to ensure that sound accountability and governance practices are in place, as well as to ensure auditor independence. 

Consistent with the practices of well-managed organizations, the CFI has implemented a strong internal control environment to carry out its activities. The internal controls implemented are widely accepted in the business and public community and are reviewed by external auditors as part of their annual external audit of the CFI’s financial statements. 

As well, internal audits have been conducted independently by external audit firms.

Accounting practices
The CFI accountability structure includes accountability to Parliament, accountability to the government, an internal accountability mechanism, accountability of award recipients, and accountability to the public.  Because the CFI disburses the funds only when required and only when specific conditions have been met, it is able to exert a level of funds management and accountability that would not otherwise be feasible.
The foundation model
The foundation model has enabled the CFI to plan its investments and to design innovative and flexible programs with a medium-and long-term perspective. Most importantly, it has encouraged institutions to develop strategic plans for research and research infrastructure. Knowing that funds will be available in three, four or five years for new infrastructure projects is invaluable to institutions and researchers.  As the Auditor General stated to this Committee on December 1, 2004, “I really believe that in order for programs to be successful over a longer term, they should have stability of funding.” 

It can be challenging to fund major capital projects with annual appropriations when funds have to be spent within a given fiscal year. The foundation model ensures the timely disbursement of the funds and allows for very effective planning and the flexible implementation of research infrastructure projects.  For example:

· Holding major competitions over an 18 to 24 month cycle rather than on an annual basis has been beneficial for the institutions and the CFI. It has enhanced the institutional research planning activities, the merit review of projects using international benchmarks, and the successful implementation of complex projects. 

· Recruiting the very best researchers is most challenging at a time of intense international competition. By providing institutions with the flexibility to call on funding at different levels over a number of years allows them to plan recruitment over the long term so that they hire the best people at the right time. 

 
The independent merit review process ensures that the funds available go towards the very best projects to bring economic and social benefits to Canadians.
The foundation model also greatly facilitates the leveraging of additional resources as institutions work with their partners to raise the necessary funding.  
Conclusion
In conclusion, the CFI is meeting the objectives set out in its legislation and its Funding Agreement. The CFI is responsible for implementing government policy which it does well, in the best interests of the public.

As Canada, like all industrialized countries, positions itself to be competitive in the innovation-based economy of the 21st century, it is critically important that the commitment to the research agenda of the nation be maintained.  Our experience of the last eight years has shown that the foundation model can work in an efficient, economical and effective manner, and help the government achieve its objectives through this innovative policy instrument.

This concludes my formal remarks. My thanks to the Chair and Senators for this opportunity.






