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| ntroduction 41 In2012, the Organisation for Economic Co-operation and
Development (OECD) identified “...four elements of good

governance”* in public procurement:

e transparency;
e vauefor money;
e resistanceto fraud and corruption; and

e accountability and control.

4.2  The OECD stated that “...to ensure overall value for
money, the challenge for decision makers is to define an
appropriate degree of transparency and accountability to
reduce risks [that would threaten] integrity in public
procurement...””?

Why We 43  Wereviewed the procurement of goods and services for
Completed this the following reasons:
Audit e Procurement by the Government of New Brunswick

(GNB) issignificant to the provincial economy. A recent
government report indicated that purchase expendituresin
2010-11, including Crown construction, approximated
$1.460 billion®. A breakdown of these expenditures by
department is provided in Exhibit 4.1.

e Our 2012 chapter on E-Health highlighted some specific

! Organisation for Economic Co-operation and Development. Fighting Corruption in Public Procurement.
OECD, 2012, 3.

2 Organisation for Economic Co-operation and Development. Integrity in Public Procurement — Good
Practice from A to Z. OECD, 2007, 10.

® Office of the Comptroller, Finance. Procurement Process Improvement Review, Government Renewal
Project # 5 - Procurement. Government of New Brunswick, 2011, 5.
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issues with service contracts in one department. We
wanted to review the Department of Government
Services processes supporting the procurement function

from a best practices perspective; and

e In New Brunswick, the procurement of goods and
services is complex and shared by multiple departments
and organizations. The regulatory framework was first
established in 1974 and is currently undergoing
significant change.

Exhibit 4.1 - 2010-11 Purchase Expenditures by Department

4.1 | 2010-11 PURCHASE EXPENDITURESBY DEPARTMENT

2010-11 Expenditures

Department ($Million) % of Total
Transportation 500 34%
Supply and Services 398 2%
Education and School Districts 142 10%
Public Safety 88 6%
Post-Secondary Education and Training 57 4%
Health 55 4%
Social Development 39 3%
Natural Resources 37 3%
NB Highway Cor poration 32 2%
Tourism and Parks 18 1%
Other Departments 94 6%
Total 1,460 100%

Note: Total accounts payable spend (Purchase Expenditures by Department) is based on financial
information system data and includes Crown construction and other items not currently tendered by the

Department of Government Services.

Source: Table created by OAG-NB with information from the Government of New Brunswick Spend
Analysis and Strategic Sourcing Implementation Report (unaudited)

Objectives 44

e todetermineif the public purchasing practices used
by government comply with key components of the

Our audit had two objectives:

regulatory framework and best practices; and

e todetermineif the Department of Government

Services publicly reports on the effectiveness of the
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Conclusion

Summary of Main
Findingsand
Recommendations

Non-compliancein
public procurement
processes

procurement function.

4.5  Under our first objective we have concluded that
documented practices and procedures, as currently
administered by the Department of Government
Services, have been designed to comply with the
current regulatory framework. However, these
practices and procedures are not aways adhered to,
resulting in non-compliance with the current regulatory
framework. For this reason, we intend to undertake
additional work in public procurement in coming
years.

4.6 In addition, we have identified certain best
practices that could be incorporated into existing
government policies and procedures to enhance the
effectiveness with which the procurement function is
performed.

4.7  Finally, we conclude that the Department of
Government Services does not adequately report on the
effectiveness of the procurement function.

4.8  The Department of Government Services (DGS) is
responsible, in conjunction with various departments
and agencies, for purchasing goods and servicesin
New Brunswick. The DGS governs and coordinates
the public tendering process for specific departments
and agencies defined under the Public Purchasing Act.

4.9  Although we found that the processes designed by
the DGS to guide the procurement function appear to
support the legislation, our testing of procurement files
detected instances of non-compliance where we
believe the processes were not followed and as aresult
failed to meet the legislative requirements. These
findings are detailed in Exhibit 4.7.

4.10 TheAct, regulation, and policies provide a
framework to support competition, transparency, and
accountability in the public procurement process.
Circumvention of this control system could result in
favouritism, costly purchases, and increased liability to
the Province.

411 Giventhe number of infractions we identified in a
limited sample and the estimated value of the
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procurements, we are concerned with these results and
intend to continue our work in this areain the future.

DGS purchase order 4.12 The DGS relies upon purchase order data stored in

data isincomplete the New Brunswick Opportunities Network (NBON)
database to provide procurement information. This
information is especialy important when the DGS is
planning corporate contracts such as contracts of
supply used by various government entities and
involving multiple suppliers. A significant issue for the
DGSisreliability of this data.

4.13 During the period we reviewed (2011-12) the DGS
preferred to have client departments use the NBON
when requisitioning purchases against an existing
contract but did not require it in practice. This meant
that contract usage reports and other information from
the NBON was incomplete and therefore could not be
relied upon in planning future procurements.

4.14  Unless client departments use the NBON to draw
against contracts of supply, the DGS has no way to
verify that prices and discounts have been provided by
vendors as contracted. This can result in lost savings.

I mprovements and 4.15 Inour review of government reports on planned
positive changes are changes to the procurement process and in interviews
underway at the DGS with DGS management and staff, we noted recent

improvements in processes. We also noted the
following positive changes that are underway:

e DGSisworking collaboratively toward enhancing
governance in public procurement across GNB
entities;

e DGSisnow moreinvolved in departmental

contract negotiations in an attempt to lower
procurement costs; and

e DGSisattempting to address inconsistency issues
with the overall regulatory framework and
procurement practices.

4.16 Since these changes were being undertaken by the
DGS during the period of our work we could not
evaluate the results.
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Further best practice 4.17 While we recognize that changes being made at the
improvementsin the DGS may produce positive results, we did note
procur ement process are pOSSI ble best praCtI cesthat could further i mprove
needed existing procurement processes. Some of these include:

e increased DGS Procurement Specialist
involvement in critical tasks and functions such as
mandatory site visits and Request for Proposal
(RFP) evaluation committees,

e increased consistency in file documentation to
ensure compl eteness and decision support for
vendor debriefings and to address RFP evaluation
committee process and documentation weaknesses
we identified in our work, such as;

= |ack of detailed evaluation documentation;

= |ack of clear explanations for scoring
decisions;

» unsigned committee evaluation
documentation; and

= no conflict of interest declarations by
committee members,

and

e increased continuous improvement and forward
planning practices such as project / file reviews and
increased vendor performance reporting.

4.18 Implementation of recognized best practicesin
public procurement should result in lower risk, greater
efficiencies, and decreased procurement cost for the

Province.
Public reporting of 4.19 Effective public reporting of performance provides
performanceresultsis government accountability to the public, allows
needed government to monitor programs and services

effectively, and promotes better decision making. In
order for public reporting to provide these benefits,
effective performance measures must be in place.

4.20 Effective performance measurement requires
preset targets to be established against which actual
results can be compared. No such targets were reported
inthe DGS's 2011-12 annual report. Therefore, readers
cannot determine how successful the DGSwasin
reaching its procurement goals and the benefits of
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comprehensive public reporting are | ost.

Theregulatory 4.21  Over the past two years the DGS has drafted a new

framework ischanging Act to govern the public procurement process and
undertaken significant changes in support of this
framework. At the time of our audit, the new
Procurement Act had not been proclaimed and the
associated regulation had not been drafted. Until this
process is complete the Public Purchasing Act (PPA)
remainsin effect.

Regulation is 4.22 Inaddition to the PPA and regulation, governments
inconsistent with existing have entered into trade agreements that the DGS must
trade agr eements consider in planning procurements. These agreements

may dictate the procurement method based on
estimated dollar value of the procurement.

4.23 Wefound, for example, the following
inconsi stencies between the regulation and trade
agreements:

e The estimated dollar value thresholds used to
determine the need for a public tender include tax
in regulation but do not in trade agreements. This
means that NB publicly procures goods and
services at lower estimated procurement values
(before tax) than our trading partners, placing NB
vendors at a competitive disadvantage; and

e Specia exemptions under the regulation allow
departments to purchase specific goods without
public tender if the estimated value does not
exceed $25,000. The Atlantic Procurement
Agreement requires a public tender if the estimated
value exceeds $10,000. This means that when a
department uses a specia exemption they may be
contravening the Atlantic Procurement Agreement.

4.24 Weweretold by the DGS that these and other
issues with the current regulation are being considered
in the new Act and associated regulatory framework.
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Exhibit 4.2 — Summary of Recommendations

Recommendations

Department’s Response

Target Date for
I mplementation

4.58 We recommend the DGS ensure that provincial

The DGS agrees with this recommendation and will introduce

against timeframe considerations to better meet client
department and DGS approval requirements.

considerations.

regulation, policies and practices are internally consi stent, new procurement legislation and supporting regulation, 01-06-2014
and are consistent with trade agreements signed by the policies and practices that are internally consistent and are
Province. consistent with provincial trade agreements.
4.71 Werecommend the DGS require the use of the NBON | The DGS agrees with this recommendation and has
system by client departments or implement a mechanism to implemented this recommendation through policy effective
accurately capture contract of supply draw down information | April 1, 2013.
and changes to purchase orders. Enhancements were made to the NBON System to support the 01-04-2014
policy changes which requires draw down purchase orders be
created in the system. We are working with Departments to
ensure compliance with this policy.
4.72 We recommend the DGS establish a plan to undertake
periodic reviews of significant contracts to ensure all of the
benefits such as discounted pricing of the contract are The DGS is implementing a contract management framework 01-04-2014
received by government entities and vendors meet their that will ensure compliance of significant contracts.
contracted obligations.
4.79 We recommend the DGS modernize and update the
procurement policy and procedural framework used by
overnment to include the establishment of apolicy definin . . .
?he roles and responsibilities of the entities in\F/)oIve)éI in 9 | his recommen(_jauon will be addressed as part of the 01-06-2014
. : , response noted in 4.58 above.
critical procurement functions, particularly between DGS as
the central agency and client departments.
4.85 we rec_ommend the DGS develop an e_xemption The DGS will develop an exemption policy for approval that
approval policy that balances procurement risk and value balances procurement risk and value against timeframe 01-12-2014
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Exhibit 4.2 - Summary of Recommendations (continued)

Recommendations Department’s Response I-rn?[r)?grtn[e)t?tt:tgg:l
4.118 We recommend the DGS:
o design criteria effective in determining when significant E}i‘;lﬂ;gg?; Iﬁ; %Zevdseggtjjl;;:)vr:cegtgfz‘l th:ﬁ be
procurements should fall under the Public Purchasing Act, trained on contents of the Act a'n d Regulation 01-06-2014
adhere to the criteria, and establish procedures to ensure this '
decision is supported and documented,;
e design an effective review processto ensure that no single We agree with this recommendation and internal
individual can complete the evaluation of a procurement project | procedures will be drafted to reflect this. 01-01-2014
and award a purchase order; and
o enforce compliant procurement practices and ensure adequate file A_requi_r ement to maintain proper d_ocumentati(_)n
documentation is maintained to demonstrate compliance with the will be included in the new Regulation.  Staff will
. ; be trained on contents of new Act and 01-06-2014
Act, regulations, and policy. Regulation.
4.129 We recommend the DGS ensure all of the required informationis | A second staff person will be designated to
included with exemption requests to provide sufficient support for their approve the procurement and will be directed to
approval. review the file prior to approval to ensure all 01-01-2014
necessary documentation is included.
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Exhibit 4.2 — Summary of Recommendations (continued)

Recommendations

Department’s Response

Target Date for
I mplementation

4.163 We recommend the DGS cresate best practice policies
and procedural guidelinesincluding but not limited to:

¢ enhancing therole of the procurement specialist to

We support this recommendation. Internal procedures will
be revised to require procurement specialist participation in
Request for Proposal evaluations. A policy will be drafted
outlining the proper procedures for conducting vendor

include the level of involvement in critical functions meeting including site visits. There are cost and resource 01-04-2014
such as mandatory site visits and membership on implications and in cases where it is not possible to have
Request for Proposal (RFP) evaluation committees; strategic procurement staff directly involved, they will be
tasked with ensuring that the client department are briefed
and understand the process.
e improving records management practices to ensure
consistency, completeness, and adequate decision
support for vendor debriefing sessions, final contracts,
and RFP bid evaluations to address issues such as: We support this recommendation and will implement
» missing and incomplete evaluation documents; | internal procedures to improve record management. Staff 01-06-2014
} ] ) o will be trained on their new roles and responsibilities with
= potential conflict of interest situations; respect to proper file documentation.
and
¢ enhancing continuous improvement processes to

improve forward planning by including practices such | Strategic procurement is prioritizing initiatives through the
as soliciting vendor and client department feedback, strategic planning exercise and ongoing process 01-04-2015
completing procurement summaries and vendor improvement agenda. Selection and deployment will be
performance reports, and undertaking periodic file based on available resources. Vendor performance
reviews. reporting will be considered at a later date.

4.171 We recommend the DGS publicly report on the goals, . .

obj ectives, performance targets and actual results achieved by The DGS is planning to report annually on performance 2014/2015

the Strategic Procurement business unit with explanations for
any variances between actual results and targets.

targets and actual results and will provide explanations for
any variances between actual results and targets.

Annual Report
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Scope & 4.25 This chapter focuses on the procurement of goods and
services undertaken by the DGS on behalf of and in

Methodol ogy conjunction with departments listed in schedule A of

regulation 94-157 under the Public Purchasing Act (PPA).

4.26 A glossary of key termsisincluded in Appendix | of this

chapter.
Focuswason DGS 4.27 Wereviewed practices undertaken by the DGS. We
oversight rolein concentrated our efforts on procurement functions where the
procur ement DGS exercised the greatest degree of oversight. Most of our

work centered on services where the estimated dollar value
should result in a public tender. However, we also examined
exemptions when the Minister of Government Services
approves a department’ s request to complete a purchase
outside of applicable sections of the Act.

We did not review:

e procurements under the Crown Construction Contracts
Act asit isadministered by the Department of
Transportation and Infrastructure;

e procurements undertaken by entities listed in schedule B
of Regulation 94-157 (government funded bodies)* such
as Crown agencies, universities, and municipalities; or

e detailed information in other government departments or
entities.

4.28 Our audit was performed in accordance with standards for
assurance engagements, encompassing value-for-money and
compliance, established by the Chartered Professional
Accountants of Canada, and accordingly included such tests
and other procedures as we considered necessary in the
circumstances.

4.29 Certainfinancial and statistical information presented in
this chapter was compiled from information provided by the
DGS. It has not been audited or otherwise verified. Readers
are cautioned that this financial and statistical information
may not be appropriate for their purposes.

430 Our work included but was not limited to:

e review of the regulatory framework governing public
purchasing in New Brunswick and included applicable

*New Brunswick Regulation 94-157 under the Public Purchasing Act”, ch.212, p. 34.
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Acts, regulations, and policies,

e review of DGS policies and procedural guidelines as
available;

e review of relevant project documentation, procurement
data, and DGS reports;

e examination and testing of procurement files and contract
documentation maintained by the DGS; and

e discussions and interviews with DGS procurement
personnel and management.

Background 431 Public procurement in New Brunswick significantly
_ impacts taxpayers, businesses, and government. It is primarily
Public regulated by two Acts:

Procurement in

New Brunswick e Crown construction contracts are governed by the Crown

Construction Contracts Act (CCCA); and

e Procurements for goods and services not related to Crown
construction are regulated under the Public Purchasing
Act (PPA) supported by provincia policy and procedural
guidelines.

4.32 A new Act to govern procurement had been approved but
not proclaimed at the time of our audit. For the purposes of
our work the previous Act applied.

4.33 Appendix Il provides additional information on the
regulatory framework.

4.34 The main tenets of the PPA and regulation have beenin
place since 1974. Public purchasing practices have changed
significantly over the past 30+ years, with the current focus
on strategic procurement.

Theprocurement 435 The Government of New Brunswick internal website

process provides the following mandate for the Department of
Government Services (DGS) Strategic Procurement business
unit:

“Our mandate is to measure savings and improve
cycle times by creating a client and a customer-
focused procurement culture dedicated to continuous
improvement and compliance. This will yield financial
results wherein taxpayer benefits means reduction of
costs associated with acquiring goods and services.”

4.36 Thisisanew mandate for the DGS and came about when
the previous Central Purchasing branch was changed to the
Strategic Procurement unit.
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4.37 The unit’s mandate emphasi zes the importance of
continuous improvement and compliance. To accomplish this,
the DGS must design processes that ensure compliance with
the PPA and regulation, and meets the needs of their
stakehol ders while minimizing resources.

Exhibit 4.3 - Overview of Significant Stages in Public Procurement

4.3

OVERVIEW OF SIGNIFICANT STAGESIN PUBLIC PROCUREMENT

CLIENT DEPARTMENT FOCUS

DGS FOCUS

PLANNING

PROCUREMENT

CLIENT DEPARTMENT FOCUS

EVALUATION

AWARD

POST-AWARD

Typical Elements
Needs identification
Market research
Business case
Evaluation methodology

= Purchase Requisition
= Request for Proposal

= Specifications

Typical Elements
Contract type
Procurement method
Tender design
Tender issue

Tender amendments
Vendor sessions
Public tender opening

Typical Elements

Bid analysis

Detailed evaluation
Final recommendation

= Invitation to tender
= Attachments
= Bid rejection form

= Bid submissions
= Evaluation report

Typical Elements
Award approval
Letter of intent
Contract negotiation
Contract signing
Review against RFP
Purchase Order
Rejection notification

Typical Elements
Contract management
Change order process
Vendor evaluation
Contract review
Performance report
Forward contract plan

= Approval to purchase
= Letter of intent
= Contract

= Purchase order

= Contract
= PO amendments

= Performance report

Notes
1. Contract signing, athough part of the award stage, is the responsibility of the client department.
2. PO amendments, although part of the post-award stage, are the responsibility of the DGS.

Source:
Exhibit created by the Office of the Auditor General with process information from the DGS. Although
generic, this exhibit includes significant stages of NB public procurement projects with the exception of
exempt purchases allowed under the PPA.

4.38 Anoverview of key stagesin anormal procurement
cycleis shown in Exhibit 4.3 above. Much of the work of
the DGS focuses on procurement, evaluation, and award.

Although the DGS is involved in planning and post-award,
many elements of these stages are managed at the client
department level.

4.39 The complexity of the contract being procured and the
estimated dollar value are two significant factors
determining the scope of each stage. For single purchases
of goods this process may be reasonably simple, but for
complex service contracts each stage may require
significant effort.
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Solicitation methods
for procurement of
goods and services

440 Thegenera rules governing the method to be used

when procuring goods and services are provided in the
legislation and are usually based on estimated cost
thresholds. Exhibit 4.4 provides an overview of these
regulatory thresholds.

Exhibit 4.4 - Procurement Threshold Values (Including Tax)

4.4 PROCUREMENT THRESHOLD VALUES (Including Tax) !
Estimated Cost Quotes/ Bids | Open Period
Procurement M ethod Goods Services Solicited Timeline (days)

Direct purchase - made by No minimum
departments directly with Up to $1,500 \ N/A

requirement
vendors Up to $10,000
Price solicitation — made by a P '
DGS solicitation of price $1,501 - 5,000 3 price quotes 3-5
guotations directly from vendors
[nvitation to tender — DGS issues
atender to invite bids from $5,001 — 10,000 | $10,001—50,000 | 6 invited bids 12
selected vendors
Publicly advertised tender - DGS
publicly advertises an open Over $10,000 Over $50,000 Open 17
tender to invite bids

Notes:

Quotes/ Bids Salicited - the minimum number of bids generally solicited by the DGS, if available.

Open Period Timeline - the timeframe for bids to be received from a vendor. Only the 17 day period
(including the advertised and closing dates) for publicly advertised tendersis required by regulation.

1. Regulatory exemptions may not be subject to these threshold limits.

2. Regulation 94-157 allows the use of an invitation to tender for goods with an estimated value of $5,001
to $25,000 (inclusive). Due to the Atlantic Procurement Agreement, the DGS began using publicly

advertised tenders for goods with estimated values in excess of $10,000 in 2009.

Sources:

Department of Government Services (Supply and Services) Procurement Coordinator Information Manual

(2009) (unaudited)

Regulation 94-157 under the Public Purchasing Act

441 The DGS procurement specialist determines the
appropriate method given the PPA and regulation. There
are three primary methods used in the procurement of
goods and services.

e Pricesolicitations are used for lower dollar value
purchases of goods and require the solicitation of a
minimum of three vendor quotes where possible. The
final decision is generally based on cost alone;

e Invited tenders are used for specific estimated cost
threshold ranges. The DGSisrequired to invite at least
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Exemptionsunder
the PPA

Observations and
Recommendations

six vendorsto respond to the tender from a pre-
qualified list of registered vendors. Competition is
restricted to only invited vendors; and

e Publicly advertised tenders are used for all
procurements that exceed specified estimated cost
thresholds. Publicly advertised tenders provide the
most open procurement environment, allowing any
interested vendor to respond to the tender invitation.

4.42 In certain circumstances, the DGS and government
departments can forego purchasing under the Act or
sections of the Act by using regulatory exemptions.
Exemptions are the least competitive and transparent
method of purchasing goods and services. An exemption
for the Minister of Government Servicesis provided under
section 27.1 of the regulation.

4.43 Under section 27.1 the Minister is exempt from his
obligation to comply with the threshold limits presented in
Exhibit 4.4. The Minister can restrict the procurement to a
single vendor in these instances. Appendix IV provides a
list of 26 situations under which this exemption can be
approved.

4.44  Client departments must request approval from the
Minister to exercise exemptions under section 27.1 by
supply requisition and a“Request for Minister’s
Exemption” in acceptable format.

445 We have presented our observations, conclusions, and
recommendations under the following headings:

e theregulatory framework is changing;

e regulation inconsistent with existing trade agreements;
e NBON purchase order dataisincomplete;

e weaknessesin provincia procurement;

e non-compliance in procurement practices, and

e need for best practice improvementsin the
procurement process.

144
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Theregulatory 446 Theregulatory framework is represented by the Acts and
framework is regul ations applicable to procurement. It is further
changing complimented by trade agreements, government policy,

standards, and procedural documentation. For effective
governance and control, these need to align with the practices
employed in the procurement function.

4.47 InitsNovember, 2010 throne speech, government stated
that ““changes to the Public Purchasing Act may be needed to
ensure that New Brunswick-based businesses have a fair
chance to bid on provincial government contracts” and
indicated that stakeholders would be consulted about the
changes.

4.48 Inits November 2011 throne speech, government
indicated it had consulted with stakeholders and stated that
““due to the scope and magnitude of the changes required to
current legislation, a new Act, the Procurement Act, will be
introduced”.

4.49 We noted that although the new Procurement Act was
assented to June 13, 2012, it was not proclaimed at the time
of our audit. In addition, we were told by the DGS that
supporting regulation would not be completed until winter of
2013-14. The original target for the regulation was the fall of
2012.

450 TheProcurement Act states under Section 30:

“Any procurement that was commenced before the
commencement of this section shall comply with the
provisions of the Public Purchasing Act, despite the repeal of
that Act.”

451 Therefore, although repealed under Section 37 of the
Procurement Act, the former Public Purchasing Act
continues to underpin the regulatory framework for
procurement in the Province and will apply to those
procurements initiated prior to proclamation of the new
Procurement Act.
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Regulation
inconsistent with
existing trade
agreements

4.52

In addition to the PPA and regulation, governments have
entered into trade agreements that the DGS must consider in
planning procurements. These agreements may dictate the
procurement method based on estimated dollar value of the
procurement. The thresholds used for each agreement
applicable to this audit work are presented in Appendix VI.

453 Exhibit 4.5 below presents examples of inconsistencies

between trade agreements and Regulation 94-157 under the
Act.

Exhibit 4.5 - Inconsistencies Between Regulation & Trade Agreements

45 | INCONSISTENCIESBETWEEN REGULATION & TRADE AGREEMENTS

Regulatory Component

Trade Agreements Regulation 94-157

1. Estimated Cost

Estimated cost
thresholds in trade
agreements do not

include tax

Estimated cost thresholdsin regulation
include tax

2. Threshold Level

Aninvited tender can beused inlieu of a
publicly advertised tender for goods with an
estimated cost between $5,001 and $25,000

(inclusive)

Atlantic Procurement
Agreement (APA) -
A publicly advertised

tender isrequired for
goods with an estimated
cost in excess of
$10,000

Some departmental exemptions allow specific
goods with an estimated cost not exceeding
$25,000 to be purchased without a publicly

advertised tender

Services

Source: Table created by OAG NB with information (unaudited) provided by the Department of Government

454 Estimated cost thresholds are used in both the regulation
and trade agreements to determine when atender must be
publicly advertised. The estimated cost used in the
regulation includes tax, but the thresholds in the trade
agreements do not. For this reason, the two threshold values
cannot be directly compared. It also means that New
Brunswick isrequired to publicly tender at alower threshold
than some of its provincia trading partners, thereby putting
NB suppliers at a disadvantage through increased
competition for low dollar value procurements.

455 Inaddition, under the regulation goods can be purchased
using an invited tender if the estimated cost is between
$5,001 and $25,000 (inclusive). Sincethe Atlantic
Procurement Agreement (APA) requires a public tender for
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goods when estimated cost exceeds $10,000 any invited
tender greater than this value could contravene the
agreement. The DGS mitigated this risk in 2009 by using
public tenders for goods in excess of $10,000.

456 Similarly there are exemptionsin the regulation available
to various departments allowing the purchase of specific
goods directly from vendors if the estimated cost does not
exceed $25,000. If the estimated cost exceeds $25,000, a
public tender isnormally required. For example, under the
regul ation subsection 34(a) the Department of Post-
Secondary Education, Training, and Labour can exercise a
specia exemption to purchase “school textbooks and
textbook materials™ directly from avendor if the estimated
cost does not exceed $25,000. In contrast, the APA requires a
publicly advertised tender for goods with an estimated cost in
excess of $10,000. This means that departmental exemptions
for specific goods in excess of $10,000 (before tax) could
contravene the APA. We did not ook at the total dollar value
of special exemptions for departments.

457 The DGSindicated that changes underway will address
these and other issues with the current regulation. We could
not confirm this as the new regulation was incomplete at the
time of our work.

Recommendation 458 Werecommend the DGS ensurethat provincial
regulation, policies and practices areinternally
consistent, and ar e consistent with trade agreements
signed by the Province.

NBON purchase 459 The DGS relies upon purchase order (PO) data stored in

order datais the New Brunswick Opportunities Network (NBON)

incomplete database to provide procurement information (see Appendix
VII for additiona information on the NBON). This
information is especialy important when the DGS is
planning corporate contracts such as contracts of supply used
by various government entities and involving multiple
suppliers. A significant issue for the DGS isreliability of this
data.

4.60 Exhibit 4.6 below highlights the total dollar value and
number of purchase ordersissued for three fiscal periods.
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Exhibit 4.6 - Purchase Orders ($ Millions) by Contract Type

4.6 PURCHASE ORDERS ($ MILLIONS) BY CONTRACT TYPE

2009/10 2010/11 2011/12
Purchase Order Type Value Count Value Count Value Count
Service Contract $276 1,116 $ 156 1,388 $336 1,144
Standard PO 130 3,413 87 2,946 80 2,317
Contract of Supply 81 622 104 782 126 633
Estimated Quantity 69 497 33 380 24 327
Standing Offer 2 26 2 7 2 31
Total $ 558 5,674 $ 382 5,503 $ 568 4,452
Notes

Purchase Order Type refersto the different types of contracts procured by the DGS. For additional
definitions please see Appendix I.

PO value isthe dollar value (expressed in millions) of the issued purchase order. These do not represent
expenditures but are based on value of the PO in the NBON database (often an estimated ceiling amount).

PO count isthe number of purchase ordersissued (including amendments).
Source: Information and data provided by the DGS (unaudited)

4.61 Exhibit 4.6 suggests service contracts consistently
constitute the highest PO dollar value across periods. In
2011-12 service contracts amounted to $336 million or 59%
of thetotal PO dollar value and 26% of the number of
purchase orders issued.

4.62 Contracts of supply were also significant at $126 million
or 22% of total PO dollar value and 14% of the number of
purchase orders issued.

4.63 Exhibit 4.6 indicates that standard purchase orders worth
$80 million in total are numerous, at 52% of all purchase
ordersissued in 2011-12, but they only constituted about
14% of total PO dollar value in that period.

4.64 Although the information provided by the DGS and
highlighted in Exhibit 4.6 offers general insight into
procurement trends, it can be misleading due to weaknesses
in the collection of the data.

DGSdatais 4.65 The DGS prefersto have client departments use the
inaccurate and NBON but does not requireit in practice. Government
incomplete departments can order without using the NBON. This means

contract usage reports and other information from the NBON
isincomplete and therefore cannot be relied upon in planning
future procurements.
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Potential for lost 4.66 Inaddition, if departments do not use the NBON system

contract discounts for releases, the DGS cannot determine if the price paid
agrees to the discounted price that the supplier bid. DGS
personnel indicated to us that this was a significant risk that
could result in lost discountsif client departments did not
confirm price when ordering against the original PO issued

by the DGS.
No periodic contract/ 4.67 DGS personnel indicated they do not undertake any form
purchase order of periodic contract or purchase order monitoring for
monitoring by the significant contracts to ensure vendors comply with terms
DGS such as discounted price and/or to verify the actual client
department expenditure against the established purchase
order.

4.68 Therefore, the amount actually spent under significant
corporate contracts of supply, for instance, is not readily
available to the DGS. Consequently, DGS personnel go
directly to past contract suppliers to obtain the order and
spend information necessary to properly plan their future
contracts.

4.69 We believe complete past purchase dataisvital in
planning future contracts because it helps the DGS focus
effort on high spend and high quantity commaodities where
greater value for money may be attainable from quantity
discounts.

4.70  Unless client departments use the NBON to draw against
contracts of supply, the DGS has no way to verify that prices
and discounts have been provided by vendors as contracted.
This can result in non-compliance and lost savings.

Recommendations 471 Werecommend the DGSrequirethe use of the NBON
system by client departments or implement a mechanism
to accurately capture contract of supply draw down
information and changesto purchase orders.

472 Werecommend the DGS establish a plan to undertake
periodic reviews of significant contractsto ensure all of
the benefits of the contract such asdiscounted pricing are
received by gover nment entities and vendors meet their
contracted obligations.

Weaknessesin 4.73  Although both the DGS and the various departments are
provincial involved in most stages of the procurement process, the level
procurement of responsibility for significant functions and tasks within the
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Roles and
responsibilities of key
entities are not well
documented

Policies are outdated
and procedural
documentation is
limited

Recommendation

stagesis not well defined.

474 Welooked for adocument similar to the “Matrix of
Responsibilities” used in the Supply Manual from Public
Works and Government Services Canada that identified the
roles and responsibility of each entity. We found no such
information in DGS documentation as it was limited to
procedural guidelines.

4.75 We believe well-defined and documented roles and
responsibilities increase accountability across the
organizationsinvolved in procurement and further supports
good governance practices.

4.76 Intheir Good Practice Guide, Procurement Guidance for
Public Entities, the New Zealand Office of the Controller and
Auditor-General stated that “ Organisational policies and
procedures are more effective when they are up to date and
easily available to all staff who need to access them.”®

4.77 Wereviewed the Government of New Brunswick (GNB)
Management Manual policies available from the GNB
intranet related to purchasing in government. We found that
some are outdated with references to departments, branches,
practices, and forms that no longer exist.

4.78 Wedid find that there is a Procurement Coordinator
Information Manual and an RFP process summary document
on the GNB intranet which is available to any government
entity with access to the site. We were also provided with an
RFP Evaluation Handbook. Although limited and not always
followed, the procedures in these documents do reflect some
best practices we reviewed.

479 Werecommend the DGS moder nize and update the
procurement policy and procedural framework used by
government to include the establishment of a policy
defining the roles and responsibilities of the entities
involved in critical procurement functions, particularly
between DGS as the central agency and client
departments.

> Controller and Auditor-General, New Zealand. Procurement Guidance for Public Entities. 2008, 15.
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Exemption 4.80 Since November 2010 the DGS has continually tightened
approval processis the approval process for departmental exemption requests
inefficient under section 27.1 of the regulation. Prior to November

2010, exemption approvals were made at various positionsin
the DGS hierarchy based on estimated dollar value of the
exemption, as noted below:

Position :
(Department of Supply and Services) AU UP I
Deputy Minister 500,000
Assistant Deputy Minister 400,000
Director, Purchasing 250,000
Manager - Procurement 150,000
Senior Procurement Specialist 25,000
Procurement Specialist 10,000

4.81 Weweretold by the DGS that by February of 2012 all
exemption requests under section 27.1 had to be approved by
the Minister of Government Services and signed by the
Deputy Minister of the client department. The DGS aso
required an acknowledgment (currently in the form of a
checkbox on the Request for Exemption form) that the
Minister of the client department was aware of the
procurement.

4.82 We understand the need to ensure adequate control of the
exemption process. It limits competition and transparency in
public procurement. There are instances though when
excessive control can lead to unwarranted and unnecessary
delays. DGS management indicated that the current process
takes an average of 20 working days to complete.

4.83 Exemptions can be very small in dollar value and include
situations such as purchases of goods and services:

e inemergencies; and

e provided by avendor under provisions of awarranty.

4.84 We are concerned that in some situations involving
emergencies, low risk, or low dollar value procurements the
current process may inhibit timely actions by government.

Recommendation 485 Werecommend the DGS develop an exemption
approval policy that balances procurement risk and value
against timeframe consider ations to better meet client
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Non-compliancein
procur ement
practices

DGS processes
support key
requirements of
regulation

Complianceissues

department and DGS approval requirements.

4.86 TheAdct, regulation, and policies provide aframework to
support competition, transparency, and accountability in the
public procurement process.

4.87 Wereviewed the DGS procurement processes for regular
procurement requests and specific exemptions requested by
client departments under section 27.1 against the Act,
regulation, and policy requirements. We determined that the
current, documented process supports key requirements of the
regulatory framework.

4.88 We sdlected and tested 12 procurement files from Fiscal
2011-12 NBON purchase order data which represented
typical procurement projects of differing purchase order
values. We found no significant issues with five of these files.
We also selected and tested seven exemption requests
approved in 2011-12 under section 27.1 and found no
significant issues with three of the seven.

4.89 We noted practices used in some items tested appeared
non-compliant with the regulatory framework. We reviewed
these cases with DGS procurement personnel to determine if
any further evidence existed to establish compliance. We
were unable to find evidence in the DGSfiles to provide
sufficient assurance that the requirements under the current
regulatory framework were met in these cases. We did not
conduct any work at the client departments.

490 Our compliance findings refer only to the items tested and
we caution readers against drawing conclusions on matters
not reported. The following exhibit provides a summary of
our findings.
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Exhibit 4.7 - Summary of Compliance Findings by Contract Type
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Note: Estimated Cost ($) was taken from the supply requisition submitted by the department and does not

include tax.

exceeding $50,000 (including tax) be procured using a public

491 TheAct requiresthat services with an estimated cost
tender.

Contracts exceeding

thresholds were not
publicly tendered
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Procurement
handled by single
DGS employee

Procurement under
thewrong Act

4.92 In 2 of the 12 procurement files we reviewed, where
estimated cost (including tax) exceeded the $50,000
threshold, the DGS used price solicitation instead of public
tendering. Price solicitations are only alowed in the
regulation for services not exceeding $10,000.

4.93 Inone of these cases the client department did not appear
to complete a supply requisition until after the award was
approved. The regulation requires that “ A department shall
request the Minister to purchase supplies and services by
completing a supply requisition...”

4.94 Ineach caseit appeared only two vendors were invited to
submit a quote. With price solicitations, the DGS
recommends the client department invite at least 3 vendors to
submit quotesin an effort to support competition.

4.95 In both cases, it appeared the entire procurement was
handled by asingle DGS employee, including the purchase
order authorization. Although thisindividua had adequate
authority to authorize the purchase order, the risk of non-
compliance increases when only one individua isinvolved
and no review is completed by a second employee or
management.

4.96 Public tendering is required above specific purchase
values to enhance competition and transparency. By using
price solicitations to avoid a public tender, competition can be
significantly limited, possibly resulting in greater cost to the
Province. We believe the DGS should ensure that public
tendering is used when required under regulation.

4.97 Contractsin New Brunswick can be procured under the
PPA or the CCCA. In one contract we reviewed, related to
construction work with an estimated cost of $700,000, the
procurement was completed under the terms of the PPA
although the final contract and numerous communications
referenced the CCCA.

4.98 Each Act has different requirements under public
tendering. The CCCA for instance, has different threshold
rules and requires bid bonds and/or security depositsin
certain circumstances to protect the Province's position from
contractor default. Avoiding these requirements by tendering
under the PPA shiftsrisk to the Province.
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Open tender period
was inadequate for a
public tender

Tender
documentation

4.99 Although publicly advertised under the PPA instead of the
CCCA, the open period for the tender appeared to contravene
regulation. The supply requisition was dated March 28, 2011
with arequired date of April 15, 2011. Tender documentation
in thefileindicated an original publish date of April 6, 2011
and aclosing date of April 20, 2011. Thisalowsonly 13 days
for the DGS to compl ete the procurement process

4.100 Public tenders are required under the regulation to be
openly advertised for a period of 15 days between the
published and closing date. Thisis meant to ensure that all
interested parties have adequate time to submit a response.

4.101 Reducing the open tender period may limit competition
and increase the cost of procurements because some qualified
suppliers may not have an opportunity to complete their
submission documents.

4.102 Tender documentation should include any attachments
required for a vendor to understand the requirements and
submit an acceptabl e response. Thiswould include technical
specifications and arequest for proposal (RFP) if applicable.

4.103 An RFP isacompetitive bid solicitation issued by the
procuring entity either publicly or to select suppliers, where
the entity is seeking a solution or proposal to resolve an issue
with the input of proponents and price is not the only primary
evauation criterion. These are often used for more complex
requirements for goods and services.

4.104 The DGS stipulates minimum RFP requirements and
provides guidance and atemplate to client departments when
requested. An RFP is considered by the DGS to be a
framework for the final contract.

4.105 We found the following instances of non-compliancein
tender documentation:

e incomplete tender evaluation information;
e missing final contracts,

e successful bid submissions lacked required information;
and

e bid submissions opened prior to the public opening.
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I ncomplete tender
evaluation
information

Missing final
contracts

Successful bid
submissions lacked
required information

Bid submissions
opened prior to the
public opening dueto
improper completion
by vendor

4.106 Inonefilewereviewed for the procurement of goods
under a contract of supply, the evaluation included criteria
and weighting that was not well defined in the tender
documentation. Additionally, in one of the service contracts
we reviewed, we could not trace the weighting used in the
evaluation back to the RFP or tender documentation.

4.107 Theregulation requiresthe Minister to “...clearly indicate
in the tender documents the criteria to be used and the
method by which the tenders will be evaluated, including the
relative weight to be assigned to each criterion.”

4.108 Incomplete or poorly defined evaluation criteria or
weighting may result in unfair evaluations as some vendors
may be eliminated for submitting a response that does not
adequately address the required criteria.

4.109 The DGS requires departments to submit afinal signed
contract when using an RFP to procure services. In two RFP
service files we reviewed we could not locate afinal signed
contract in the DGS documentation.

4.110 Thisincreasestherisk that the scope of work and final
price could be changed during contract negotiation without
DGS knowledge.

4.111 Inone service contract we reviewed there were four
successful bids awarded at various purchase order values. The
documentation in the file for one successful vendor awarded a
contract for up to $100,000 appeared to be missing a copy of
the certificate used to confirm stated vendor qualifications as
well as other less significant requirementsin the RFP. If abid
response does not meet the terms of the tender it should
normally be rejected.

4.112 Wefound 4 instancesin our 12 sample items where it
appeared the sealed tender submissions from vendors were
opened before public opening due to absence of required
vendor information on the part of the bidder.

4.113 Under section 18 of the regulation, “A tender is
improperly completed if”” (among other things) ““...itis a
mailed, hand delivered or courier delivery tender, it is not in
a sealed package bearing the correct tender number and
closing date on its face.”

4.114 Typicaly, we found the original envelope attached to the
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file, making it possible to confirm that at least the vendor had
provided the required information on the surface of the
envelope. In four instances, only the bids were in thefiles,
making it impossible to confirm that the bid was sealed and
the envel ope was completed correctly by the vendor, per
regulation.

4.115 In addition, DGS staff admitted that bids are opened
before the public opening process and indicated many bids
would be rejected if this were not done. Thisis because
vendors often neglect to include required information such as
tender number or closing date on their envelope. The
envelope is opened and the information is found in order to
accept the bid. They indicated they do this with management
approval to support competition in the process.

4116 When we questioned DGS personnel they agreed this was
a contravention under the PPA. They further explained that
thistypically happens with couriered or mailed packages.

4.117 Although we support competition in procurement and
understand the challenge presented to the DGS in this
situation, opening bids prior to public opening increases the
risk that information will be released before the submission
closing date and time, potentially compromising fairness of
the process.

Recommendation 4118 Werecommend the DGS:

e design criteria effective in deter mining when
significant procurements should fall under the Public
Purchasing Act, adhereto thecriteria, and establish
proceduresto ensurethisdecision is supported and
documented;

e design an effective review process to ensurethat no
singleindividual can complete the evaluation of a
procurement project and award a purchase order;
and

e enforce compliant procurement practices and ensure
adequate file documentation is maintained to
demonstrate compliance with the Act, regulations,
and policy.
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4.119 There are provisionsin the PPA and regulation for various
types of exemptions from compliance with the Act or sections

Specific exemptions
from public

tendering are

allowed under the

Act

of the Act for the Minister of Government Services,
government funded bodies (as defined in the PPA), and
government departments.

4.120 There are 26 categories of exemptions under subsection
27.1 of the regulation based on many criteria. A listingis
provided in Appendix V.

4.121 Exemption approvals made under regul ation subsection
27.1 for afive-year period beginning in 2007-08 are presented

in Exhibit 4.8.

Exhibit 4.8 - Exemption Approvals Over 5-Year Period

4.8 | EXEMPTION APPROVALS OVER 5-YEAR PERIOD

27.1.

Source: Table provided by the Department of Government Services (unaudited)

Total Number of | Section 27.1 Total Exemption
Procur ement Purchase Exemption Number of $Valueasa
Fiscal Value Orders Value Section 27.1 % of Total
Y ear ($ Millions) ($ Millions) Exemptions $ Value
2011-12 567 4,452 143 931 25%
2010-11 383 5,503 109 1,603 29%
2009-10 557 5,674 286 1,736 51%
2008-09 639 5,806 180 1,810 28%
2007-08 513 5,763 204 1,616 40%
Notes

Total Procurement Value - value of purchase orders including exemptionsissued during the fiscal year.
Number of Purchase Orders - all purchase orders including amendments and exemptions.

Section 27.1 Exemption Value - dollar value of procurements exempted under section 27.1 of the
regulation under the PPA.

Total number of Section 27.1 exemptions - all purchase orders for exempt procurements under section

Exemption $ Value as a % of Total $ Value - the percentage of exemptions under section 27.1 of the
regulation relative to the total procurement dollar value.

4.122 Exhibit 4.8 illustrates exemptions under this section
represent a significant percentage of total procurement dollar
value from ahigh of 51% in 2009-10 to alow of 25% in

2011-12.
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Required information 4.123 A checklist of requirementsisincluded with the Request

not included in for Minister’s Exemption form provided by the DGS. This

department requests checklist can be found in Appendix VIII.

for Minister’s

exemption 4.124 Wereviewed seven exemptions approved by the Minister
of Government Services under subsection 27.1(1) of the
regulation.

4.125 Of these seven, four were approved under subsection
27.1(1)(f) of the regulation. This paragraph states:

“where there is an absence of competition for technical
reasons and the supplies or services can be supplied only by
a particular vendor and no alternative or substitute exists;”

We found the following deficiencies in these four:
e uotes and sole source letters missing; and
e regulation section not properly identified.

Quotes and sole 4.126 The DGS Procurement Coordinator Information Manual
source letters missing states:

“For a sole source exemption as listed in section 27.1
paragraph (f) in Regulation 94-157, the request must
be accompanied by a quote and a letter from the
supplier indicating that they are the only Canadian
source of supply for the particular good or service
being purchased.”

4.127 Inthe four requests made by entities under this paragraph,
no quote from the supplier wasin the file. Only one of the
four sampled filesincluded aletter from the supplier. The
DGS uses this information as basic proof that the exemption
request isvalid. Without the letter, as a minimum, the DGS
cannot verify an absence of competition.

Regulation section not 4.128 We found one instance where the regulation paragraph

properly identified under which the department was requesting an exemption was
not included in the request. The inclusion of thisinformation
isrequired for the DGS personnel to measure compliance
with requirements of the section.

Recommendation 4.129 Werecommend the DGS ensureall of therequired
information isincluded with exemption requeststo
provide sufficient support for their approval.
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Need for best 4.130 Weresearched best practices in public procurement from
practice anumber of sources (see Appendix I1X for the main sources
improvementsin referenced). We used these as a baseline against which to
the procur ement compare the DGS practices to determine if improvements

process could be made.

4.131 We examined 29 procurement files from two fiscal years
for evidence of selected best practices. The estimated value of
these files was $30 million, including option years that could
be exercised by the DGS without further public tendering.

Recent Improvements 4.132 When comparing 2012-13 procurement file documents to

at the DGS the 2011-12 files, we found that the file structure,
organization, and supporting documentation had generally
improved.

4.133 We saw evidence that some of the benchmarks we
researched were regularly in practice a the DGS, including:

e adefined and well documented approval processis
typically used for procurements of significant dollar
value. Thiswas especially evident in the more recent
projects;

e standardized templates are available to client departments
for RFP development and Requests for Minister’s
Exemption. These include many elements we identified as
good practice; and

e vendor communications are typically limited to asingle
point of contact in the DGS during the tendering
processes to support fairness and confidentiality.

I ndications that 4.134 We noted changes are underway to modernize the
positive changeis procurement process, including initiatives to:
underway

e enhance governance across GNB entitiesinvolved in
public procurement;

e increase DGSinvolvement in some critical processes such
as contract negotiation; and

e addressissues of inconsistency between the regulatory
framework and practices employed.

4.135 Wedid however identify some areas where we believe
improvement is possible to strengthen practices in key aspects
of public procurement. These include the need for:

e DGS Procurement Specialist involvement in key tasksto
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provide sufficient oversight;

e DGSto maintain records in a consistent manner to
provide adequate support for decisions made;

e continuous improvement and forward planning; and

e standardization of exemption requests.

DGS Procurement 4.136 In order to effectively provide oversight of the process,

Specialist the DGS should be regularly involved in tasks that expose
involvement in key government to risk. Tasks that could result in unfair practices,
tasksisinadequate to undue influence, or biased recommendations require the
provide sufficient highest level of involvement by procurement specialists.
oversight

4.137 Webdievethe DGS should increase their involvement in
significant functions, including:

e mandatory site visits during the public tendering process,
and

e RFP evauation committees for significant procurements.

DGS specialists not 4.138 In our sample, two significant procurements with a

directly involved in combined estimated cost of $4.7 million required mandatory

mandatory site visits site visits during the period under which the tender was open
for bid submissions. It appeared in both cases the site visits
were carried out by the client department alone. We were told
by DGS specidists that they do not generally attend site visits
outside the Fredericton area due to cost considerations. We
believe, particularly on significant projects (typically in
excess of $250,000), thisincreases risk of inappropriate
interactions between vendors and client departments that
could influence results of the tendering process.

RFP Evaluation 4.139 Bid evauations of significant contracts procured with an
Committees - RFP are typically completed by a committee from the client
Potential conflict of department. In 2 of the 11 RFP procurement files we

interest in bid reviewed, aclient department committee member was
evaluations included as areference on a bid submission. In both cases the

particular vendor was awarded a purchase order. This
suggested a potential conflict of interest existed in thesefiles.

4.140 Infive of thesefilesit was apparent that the successful
proponent had an established business relationship with the
department from past contracts. This increases the risk that
the evaluation could be biased and the award more difficult to
defend if challenged.

4.141 Aspart of their guidance on evaluation teams, the New
Zealand Office of the Controller and Auditor-General states
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that:

*“...the evaluation team should include: a
procurement specialist, who ensures that the
evaluation process is managed in a fair, robust, and
defensible manner, and who understands the rules of
the evaluation and ensures that they are followed™®

4.142 Some DGS specialists we interviewed indicated they
attend all evaluations. Otherstold us they did not. There was
no specific documentation on attendance in any of the DGS
fileswe reviewed, making it difficult to confirm the level of
DGS involvement.

DGSrecordsare 4.143 Intheir Procurement Guideline for Publicly Funded
inconsistent and Organizations in Ontario, the Ontario Ministry of Finance
often provide only provides examples of the types of records that should be
limited support for retained as best practice in procurement, some of which are

.7
decisions made presented here:
e approvals obtained;

e copies of procurement documents used to qualify and
select vendors,

e copies of award letters, notices and posted
announcements;

e copies of agreements; and

e supplier performance, such as performance monitoring
and management, and knowledge transfer.

4.144 Despite improvementsin the 2012-13 files, we found that
documentation maintained in the DGS files remained
inconsistent and at times incomplete, particularly in relation
to:

e RFPbid evauations;
e vendor debriefing sessions; and

e fina contracts.

RFP Evaluation 4.145 RFP bid evaluation records are critical to support the final

Committees award decision recommended for approval to management.
We identified a number of weaknesses in evaluation records
of the eleven DGS RFP files we reviewed. Some of the more

® Controller and Auditor-General, New Zealand. Procurement Guidance for Public Entities. 2008, 75.
7 Ministry of Finance, BPS Supply Chain Secretariat. Procurement Guideline for Publicly Funded
Organizations in Ontario. 12.
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significant include:
e three contained no detailed bid evaluation;

e five (excluding the three above) lacked clear explanations
for scoring decisions made against criteriaidentified in
the evaluation;

e threedid not specifically identify committee members;

e ninedid not contain evaluations signed by committee
members,

e tendid not provide evidence of DGS attendance at the
evaluation; and

¢ None of the eleven files we reviewed contained any
conflict of interest declarations by committee members.
As previously mentioned, two had evaluators who were
references in vendor submissions.

4.146 We believe adequate records need to be maintained to
justify awards to successful vendors.

Vendor debriefings 4.147 Vendor debriefings are provided at the request of
unsuccessful proponents. We were told these are often
handled by client departments without DGS involvement. We
view this as arisk because the DGS has no control over
information that is shared by the client departments and may
not become aware of legitimate concerns raised by
unsuccessful vendors.

4.148 Further, responses should be documented in thefile. In
one of the files we reviewed three vendors made the request.
We only saw one clear response (e-mail) and no formal
documentation.

Final contracts 4.149 Final signed contracts are required by the DGS before a
PO will beissued for RFP files. Although the DGS provides
an RFP template designed to include most of the elements of
afina contract, final signed contracts completed by
departments do not always follow that format.

4.150 Aspreviously noted, there were two files that contained
no final contract. We reviewed other files where contracts
were included but lacked correct signatures with witnesses (2)
or were not dated on the signature page (3). In addition, there
was variation with contracts when compared to the RFP
document.

4.151 When we spoke with the DGS specialists, some indicated
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they only verify that final priceisreflective of the award.
Some suggested they are not legal experts and cannot review
contracts at that level of detail.

4.152 Regardless of whether the DGS specialists have legal
experience we believe a comparative review of contracts
against the RFP requirements as well as a cursory review to
verify dates and signatures should be part of good practice.

Need for 4.153 Among the best practices highlighted under “Review and

continuous Improve”éthe Ontario Procurement Guide cited above

improvement included:

practicesand o develop atimeframe, for example, once ayear, to review

forward planning procurement policies to make sure they still apply to the
organization’s present business and operational needs,
and

e monitor contracts, vendor performance and satisfaction
with the procurement process regularly, and introduce
improvements as necessary.

4.154 Welooked for evidence of practices meant to improve the
procurement process and future contracts. Such practices
included:

e client department and vendor feedback;
e procurement summaries,

e periodic project/file reviews;

e vendor performance reporting; and

e standardization of exemption requests

Client department 4.155 For significant, repetitive contracts such as contracts of

and vendor feedback supply for janitorial services or furniture, we looked for
evidence the DGS was soliciting feedback from client
departments and vendors in an effort to improve the future
contract. We believe this could have been done for at least
five of the contracts we reviewed.

4.156 We saw evidence that this was completed in one 2011-12
file during the planning stage. A second file showed some
evidence of this but the documentation was poor. We were
told by DGS specialists that they sometimes do this but do

8 Ministry of Finance, BPS Supply Chain Secretariat. Procurement Guideline for Publicly Funded
Organizations in Ontario. 13.
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not always document results. Documentation of feedback for
significant contracts should provide a summary of what was
learned to facilitate positive changes in future contracts of
similar nature.

Procurement 4.157 Using aprocurement summary isaway for DGS

summaries specialiststo finalize the file by formally summarizing the

Periodic project / file
reviews

Vendor performance
reporting

Standar dization of

exemption requests

challenges faced and the lessons |earned during projects to
avoid repetitive problems and share best practices. We saw no
evidence of thisin the files we reviewed. However, we were
pleased that two DGS personnel provided examples of thisin
recent files.

4.158 Periodic file reviews are not completed at the DGS. A

primary purpose of file review isto highlight practices used
in procurement projects that either should not be used or
would be considered good practice references for future use.
We also believe this reduces risk of non-compliance in
procurement projects.

4.159 The DGSindicated it does use team meetings and

briefings to identify practices and challenges encountered in
projects.

4.160 We saw no evidence of vendor performance reporting in

the files we reviewed. Interviews with DGS specialists
confirmed that thisis rarely done unless thereis a significant
issue. Vendor performance should be evaluated and
documented by client departments for contracts of significant
dollar value as part of good contract management practice. A
summary report should be provided to the DGS at the end of
significant contracts. This provides valuable feedback for
reference during future procurements and supports fairness
and accountability in the process.

4.161 Inour review of exemptions approved under section 27.1

of the regulation, we noted the DGS has arequest form with a
good checklist of requirements including many best practices
for departments to use in making a Request for Minister’s
Exemption but there is no requirement to useit.

4.162 The checklist and form are an attempt to standardize

requests and make the process more efficient. We believe
entities should be required to use this form for exemption
requests to better promote consistency in the process and help
ensure adequate information is submitted.
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Recommendation

Performance
Reporting

4.163 Werecommend the DGS create best practice policies

and procedural guidelinesincluding but not limited to:

e enhancing therole of the procurement specialist to
includethelevel of involvement in critical functions
such as mandatory site visits and member ship on
Request for Proposal (RFP) evaluation committees,

e improving records management practicesto ensure
consistency, completeness, and adequate decision
support for vendor debriefing sessions, final contracts,
and RFP bid evaluationsto addressissues such as:

= missing and incomplete evaluation documents;
= potential conflict of interest situations;
and

e enhancing continuous improvement processesto
improve forward planning by including practices such
as soliciting vendor and client department feedback,
completing procurement summaries and vendor
performancereports, and undertaking periodic file
reviews.

4.164 Effective public reporting of performance provides

government accountability to the public, allows government
to monitor programs and services effectively, and promotes
better decision making.

4.165 The DGS produces an annual report as a primary

mechanism of communicating performance achievements
publicly. We reviewed the Department of Supply and
Services (DSS) 2011-12 annual report to determine how the
DGS reports publicly on the effectiveness of its procurement
division.

4.166 The 2011-12 annual report acknowledges structural

changes that occurred in the following paragraph:

““A structural reorganization took place at the close of this
fiscal year. The Services Division of the Department of
Supply and Services was transferred to the new Department
of Government Services and the Buildings Division was
transferred to the Department of Transportation and
Infrastructure.”
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The DSS annual
report identifiesthe
overall goal of the
Branch

Purchasing Branch as:

a fair and open opportunity to do so.”

Exhibit 4.9 - 2011-12 DSS Annual Report Statistics

4.167 The 2011-12 annual report states the goa of the Central

“The goal of the branch is to maximize competition so as to
achieve the best value for money while ensuring that all
suppliers who wish to compete for government contracts have

4.9 | 2011-12 DSSANNUAL REPORT STATISTICS

Activity 2010-11 2011-12

Bids Received 6,084 5,396
Bids Received on NBON 17% 14%
Purchase Orders, Goods 2,633 2,436
Purchase Orders, Services 2,870 2,016
Purchase Ordersissued to NB Suppliers (%) 71.0% 72.6%
Purchase Value, Goods ($) 177,154,674 208,615,027
Purchase Value, Services ($) 206,154,099 381,079,233
Total Purchase Vaue ($) * 383,308,773 589,694,260

Notes
1- Total purchase value in 2011-2012 was corrected from the amount stated in the annual report.
Activity - the procurement statistics reported in the annual report

Bids Received - the total number of bids received at the DGS by any acceptable method including hand-
delivery, facsimile, courier, mail, and electronic through the NB Opportunities Network (NBON)

Bids Received on NBON (%) - the percentage of the total bids received at the DGS represented by
electronic submissions through the NBON

Source: DSS annual report — 2011-12 (unaudited)

4.168 Exhibit 4.9 shows a summary of Central Purchasing
activitiesfor 2010-11 and 2011-12 presented in the DSS
annual report. Although statistics are valuable in providing
general data summarizing activity levels, they do not alow
for performance evaluation. Note that some information
presented here cannot be confirmed due to data issues
identified previously in this report.

The DGS' sannual 4.169 Effective performance measurement requires preset
report hasno targets to be established against which actual results can be
identifiable compared. No such targets were reported in the DGS' s annual
performance report. Therefore, readers cannot determine how successful
measures for the DGS was in reaching its procurement goals.

procurement

4.170 TheDGSinformed usitiscurrently developing a
bal anced scorecard approach to performance reporting for
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internal purposes.

Recommendation 4.171 Werecommend the DGS publicly report on the goals,
objectives, performance targets and actual results
achieved by the Strategic Procurement business unit with
explanationsfor any variances between actual resultsand
tar gets.
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Appendix | —Glossary of Terms

Unless otherwise noted these definitions were extracted verbatim from the Department of Supply
and Services Policy and Procedure Manual (2000).

Bid

A submission by a vendor in response to an Invitation to Tender or
Request for Proposals.

Bid Security Deposit

A sum of money, certified cheque or a bond issued by a surety and
deposited with a procurement activity guaranteeing the bidder will not
withdraw the bid for a specified period of time, will furnish bonds as
required, and will accept a contract, if awarded, or forfeit the deposit.

Construction

The process of building, altering, repairing, improving or demolishing
any public structure or building, or other public improvement of any kind
to any public real property. It does not include the routine operation,
or routine maintenance of existing structures, building or real property.

Contract of supply

A long term contract for the delivery of goods or services that has no
quantities listed, has an effective date and an expiry date and an estimated
value and whereby users can obtain goods or services directly from the
vendor. Example - automotive parts tendered as a contract of supply.
(DGS)

Estimated cost

“...cost of the supplies or services and includes transportation costs,
tariffs, duties, taxes, installation costs, premiums, fees, commissions,
interest and any other costs incidental to the purchase of the supplies or
services, but does not include optional renewals if the compulsory part of
the contract in relation to the purchase of the services or supplies is of at
least one year’s duration.” (Regulation 94-157 under the Public
Purchasing Act)

Estimated quantity contract

A long term contract requested by a user for an estimated quantity of
goods or an estimated value of services or concessions that has an
effective date and an expiry date and atotal dollar value. Users draw off
the contract by contacting the supplier directly. (Example - the provision
of food to provincia jails)

Exemption

The exemption from tendering certain services, goods or concessions or
the exemption from tendering services, goods or concessions in certain
circumstances.

Goods/ supplies

Refersto “goods, wares and merchandise required by a department or a
government funded body for the transaction of its business and affairs, and
includes all furnishings, whether fixtures or otherwise, all equipment and
all stationery and includes services that are furnished incidental to the
supply of those goods, wares and merchandise.” (Public Purchasing Act)

Invitation to tender

A written announcement for prospective vendors to submit offers, bids,
guotations or proposals for specified services, goods or concessions.

Letter of Intent

A letter issued in advance of a contract in which the signer declares his/her
intention to buy, manufacture, or deliver a product, service or concession.

Performance Bond

A bond executed subsequent to award by a successful bidder, to protect
the purchaser from loss due to the bidder's inability to complete the
contract as agreed: secures the fulfillment of all contract requirements.

Price solicitation

Aninformal solicitation where oral or written quotes are obtained from
vendors without formal advertising and does not require a sealed bid,
public opening, public reading of bids and is not subject to the standard
terms and conditions and tendering rules.

Purchase Order Alteration
(Amendment)

Any written cancellation or alteration in specifications, delivery point,
rate of delivery, period of performance, price, quantity, or any other
provisions of any contract.
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Appendix | — Glossary of Terms (continued)

Qualified bidders

A list of approved bidders, established by atender process, in which such
factors as financial capability, experience, reputation and management are
considered in order to develop alist of qualified potential suppliers.

Request for Proposal

A tender or bid solicitation method used where other criterialisted in the
document will be considered in the selection of the contractor in addition
to price.

Service contract

Typically client specific agreements to provide services for which thereis
a defined budget within the client department. Examples would include
snow removal, janitorial services, and consulting contracts. (DGS)

Services Refersto “services required by a department or a government funded body
for the transaction of its business and affairs.” (Public Purchasing Act)
Specification Any description of the physical, functional or performance characteristics

or of the nature of a service, supply or concession item. A specification
includes as appropriate, requirements for inspecting, testing or preparing a
service, supply or concession for delivery.

Standard purchase order

A one-time purchase of goods or services delivered to one client. An
example would be the purchase of a compressor for a specific use. (DGS)

Standing offer

A long term contract for the supply of goods or servicesthat has no
quantities listed, an effective date and an expiry date and an estimated
value and whereby users must submit a requisition to Central Purchasing
for processing of an order to release the goods or services. Example - a
standing offer for furniture. (DGS)

Supply Requisition

A request in written or electronic form to obtain services, goods or
concessions, which has the authority to commit fundsto cover the
purchase.

Tender

An offer that is submitted in response to an invitation from a prospective
client.

Tender documents

Those documents issued by the Minister in the Invitation to Tender or
Request for Proposals and include any addenda subsequently issued prior
to the closing date.

Tender opening

The formal process in which tenders are opened, usually in the presence of
ohe or more witnesses, at the time and place specified in the Invitation to
Tender.

170

Report of the Auditor General - 2013




Chapter 4 Procurement of Goods and Services — Phase |

Appendix Il —Regulatory Framework | nformation

Under the Public Purchasing Act (PPA), the Minister of Government Servicesis
“responsible for administration of the Act” and “may designate one or more persons to
act on the Minister’s behalf”.

The PPA aso establishes the Minister’ s responsibility, for acquiring, “by purchase or
otherwise, all services and supplies that are required by a department.”

Exemptions from the Act or specific sections of the Act are available to the Minister,
government funded bodies, and government departments. Some exemptions apply
automatically while others require formal Department of Government Services (DGS)
approval. Thisaudit only reviewed exemptions cited under section 27.1 of the regulation.

Although the DGS is responsible under the PPA and regulation for acquiring goods and
services on behalf of departments, it isin reality a shared responsibility. The regulation
divides government entities to which the Act appliesinto two schedules. Different rules
apply to the entities represented in each schedule.

Schedule A entitiesinclude Part | and Part 11 departments and agencies (see Appendix 111
for the complete listing). Except as exempted in specific sections of the Act and
regulation, Schedule A entities are required to purchase goods and services through the
DGS.

Schedule B entities are defined as “government funded bodies” in the Act and include
Crown corporations, universities, and municipalities.

The regulation also identifies responsibilities of suppliers that wish to bid on government
contracts and the rules under which the Minister can refuse to accept tender submissions
from a vendor and remove the vendor from the registered vendor list.
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Appendix |11 —Schedule A Entitieslisted in Regulation 94-157

SCHEDULE A ANNEXE A
Chief Electoral Officer Agence des services internes du Nouveau-
Clerk of the Legislative Assembly Brunswick

Department of Agriculture, Aquaculture and
Fisheries

Department of Culture, Tourism and Healthy
Living

Department of Economic Devel opment

Department of Education and Early Childhood
Development

Department of Energy

Department of Environment and Local
Government

Department of Finance

Department of Government Services

Department of Health

Department of Justice and Attorney General

Department of Natural Resources

Department of Post-Secondary Education,
Training and Labour

Department of Public Safety

Department of Socia Devel opment

Department of Transportation and
Infrastructure

Executive Council Office

Labour and Employment Board

Language Training Centre

Management Board

New Brunswick Internal Services Agency

New Brunswick Police Commission

Office of the Auditor General

Office of the Comptroller

Office of the Leader of the Opposition

Office of the Lieutenant-Governor

Office of the Ombudsman

Office of the Premier

Bureau du Conseil exécutif

Bureau du Contréleur

Bureau de gestion du gouvernement

Bureau de |’ Ombudsman

Bureau du V érificateur général

Cabinet du Chef de I’ opposition

Cabinet du Lieutenant-gouverneur

Cabinet du Premier ministre

Centre de formation linguistique

Commission de police du Nouveau-Brunswick

Commission du travail et de I’ empl oi

Directeur général des élections

Greffier de |’ Assembl ée |égidlative

Ministeredel’ Agriculture, del’ Aquaculture et
desPéches

Ministere dela Culture, du Tourisme et dela
Viesane

Ministere du Dével oppement économique

Ministére du Dével oppement social

Ministere del’ Education et du Dével oppement
delapetite enfance

Ministere de |’ Education postsecondaire, dela
Formation et du Travail

Ministere del’ Energie

Ministere de|’ Environnement et des
Gouvernements locaux

Ministere des Finances

Ministére de la Justice et du Procureur général

Ministere de Ressources naturelles

Ministere dela Santé

Ministére de la Sécurité publique

Ministére des Services gouvernementawx

Ministére des Transports et de
I Infrastructure

Note: The Department of Government Services considers school sectors to be part of this

schedule.

172

Report of the Auditor General - 2013




Chapter 4

Procurement of Goods and Services — Phase |

Appendix IV — Exemptionsunder Regulation 94-157 Section 27.1
The following is an excerpt of the exemptions available under section 27.1(1) of the

regulation.

27.1(1) Subsection 4(1) of the Act does not apply to the Minister or government funded bodies for the following

supplies or services or in the following circumstances:

(@) purchaseof suppliesthat arethe subject of alease contract
wherepaymentsarepartially or totally credited to the purchase;

(b) purchaseof serviceswith atotal value of lessthan one
hundred thousand dollars where it can be shown that for reasons of
specific skills, knowledge or experience, the choice of vendor is
limited to one or avery limited number of individuals, provided that
theexemption is not used to unduly restrict competition;

(c) purchase of supplies or services for representational
purposes outside the Province;

(d) where the supplies or services are required in the event of an
emergency or urgent situation;

(e) wheretheuseof apublictendering processwould interfere
with the ability to maintain security or order, or to protect human,
animal or plant life or hedlth;

(f) wherethereisan absence of competition for technical reasons
and the supplies or services can be supplied only by a particular
vendor and no alternative or substitute exists;

(g) supplies or services provided by a vendor that is a statutory
monopoly;

(h) whereitisnecessary to ensure compatibility with existing
products, to recognize exclusiverights, such as exclusive licences,
copyright and patent rights, or to maintain specialized products
that must be maintained by the manufacturer or its representative;

(i) forservicesor suppliesprovidedby avendor under the
provisions of awarranty or guarantee;

(J) intheevent of an absence of bidsin response to a tender
made in accordance with the tendering procedures specified in the
Act and this Regulation;

(k) where supplies may be purchased under exceptionally
advantageous circumstances such as bankruptcy or receivership;

() wherethe carrying out of work by a vendor other thanthe
vendor who did theoriginal work would nullify the guarantees held;

(m) servicesrelated to matters of a confidential nature where
disclosure of the matter through a public tendering process would
compromise the confidentiality of the matter;

(n) purchase of supplies or services from philanthropic
organizations or handicapped persons;

(0) purchase of goodsintended for resale to the general public

(p) where Board of Management has determined that there
would be a significant economic benefit to the provinceif the
purchase is made from a specific vendor and recommends the
purchase to the Minister or the government funded body;

(9) suppliesor servicesdirectly related to research and
development or production of a prototype or original concept,
provided that subsequent purchases are carried out in accordance
with the Act and this regulation;

(r) suppliesor services purchased from a department,
government funded body or non-profit organization;

(s) purchase of suppliesand services made under the
provisions of a cooperation agreement financed in whole
or in part by an international cooperation organization, if
the agreement specifies different rules for such
purchases;

(t) purchasesof suppliesor servicesmadejointly with
another government or a department, agency or body
under the jurisdiction of that government through an
agreement or through an agency established to oversee
such purchases provided that the purchases are made
through an open tendering process,

(u) purchases of supplies or services from standing
offer or supply contracts established by thefederal
government;

(v) purchases of sand, stone, gravel, asphalt com-
pound or pre-mixed concrete for use in the construction
or repair of roads where transportation costs or technical
considerations restrict the available supply base to local
sources of supply;

(v.1) transportation services provided by locally-
owned trucks for hauling aggregate on highway
construction projects,

(v.2) services for sporting events if the sporting
events have been procured by an organization whose
main purpose is to organize such events,

(v.3) servicesof financial analysts;

(v.4) services provided by an organization for the
management of investments if the management of in-
vestments is the primary purpose of the organization;

(v.5) financial services respecting the management
of financial assets and liabilities, including ancillary
advisory and investment services and information
services, whether or not delivered by a financial
institution;

(v.6) advertising and public relations services;

(w) purchase of products under supply management or
regulated by provincial marketing boards;

(x) purchase of suppliesand services related to cultural
or artistic fields;

(y) purchase of subscriptions to newspapers,
magazines or other periodicals;

(z) purchase of supplies or services on behalf of athird
party not covered by the Act or this Regulation.
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Appendix V — Government Services

This description of the reorganization undertaken by government in 2012 was provided
by the Department of Government Services.

Government Services

On March 15, 2012, a Government of New Brunswick structural reorganization
designed to streamline administration, improve performance and better align existing
resources with government renewal goals resulted in corporate services
government-wide being aligned under a common Minister and Deputy Minister /
President.

The new structure aligned two agencies Service New Brunswick (SNB) and New
Brunswick Internal Services Agency (NBISA), with a new Department of Government
Services which includes a number of services from the former Department of Supply
and Services (DSS) (Provincial Archives, Purchasing, Printing, and Translation
Bureau) and the former Communications New Brunswick (marketing, graphic design,
Web site and event management).

Government’s objective was to bring together the expertise, experience, investment
and leadership around a shared service delivery model. In support of this objective,
the combined resources of the three agencies are being aligned, thereby ensuring a
more comprehensive and effective shared service delivery model. This alignment
included the integration of the executive management teams.
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Appendix VI — Trade Agreement Threshold Comparison

The following table, provided by the Department of Government Services, summarizes the
estimated cost thresholds identified in trade agreements where if exceeded, a publicly
advertised tender would be required. Exceeding the thresholds shown for the Public
Purchasing Act (PPA) would require an invited tender, not a publicly advertised tender.

Note: All trade agreement values ar e exclusive of tax, legislated values areinclusive of tax.

APA /

QC-NB/

Category PPA / LAP EMPA | QC-NB AIT /ACI| GPA/AMP
Departments / _ .
Agencies / School Goods: $5,000 $10,000 | $25,000 | $25,000 $560,300
Districts )
Services: $10,000 $50,000 | $100,000 | $100,000 | $560,300
ot ot e A
g .
Act) Construction: | See CCCA/ | $100,000 | $100,000 | $100,000 | $7,800,000
LCCC
*An invited tender
may be issued
between $5,000 tax PR &
incl. & $10,000 tax Advertising: $200,000

excl. rather than a
public tender.

Notes

PPA / LAP — Public Purchasing Act
APA /| EMPA — Atlantic Procurement Agreement
QC-NB / QC-NB — Agreement on the Opening of Public Procurement for New Brunswick and Québec

AIT / ACI — Agreement on Internal Trade
GPA / AMP — Agreement on Government Procurement

Source: Chart created by the Department of Government Services (unaudited)
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Appendix VIl — The New Brunswick Opportunities Network

The information system used by the DGS to support their processesisthe New
Brunswick Opportunities Network (NBON). The NBON:

e providesaporta for government, suppliers, and the public to access information
on contracting opportunities with the Province;

e alows vendorsto submit bid proposals electronically and view the status of a
procurement opportunity; and

e creates basic documentation used in the procurement process and provides a
mechanism to move documents between the entities. It also provides reports for
DGS personnel use.

Electronic documentation used by the DGS and produced through the NBON include:

Supply Requisition - completed by the client departments and forwarded to the DGS. It
typically initiates the formal procurement process. These are required for al
procurements except corporate contracts completed by the DGS.

Invitation to Tender — completed by the DGS as the formal tender notification and
document in which specifications and terms of the procurement are stated. Thisisthe
document that vendors use to complete their bid submission. Tender amendments usually
result in anew version of the document.

Purchase Order — completed by the DGS as aformal order for goods and services. Thisis
typically the final document that DGS produces to end the award stage of the
procurement. PO amendments are required when there are changes to dollar value,
quantity, schedule, etc.

The NBON system is a key component in the procurement process. It is the central
repository for most procurement data and provides procurement project history.
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Appendix VIII —Request for Minister’s Exemption Checklist

The following checklist is provided to the client departments on the back of the DGS
Request for Minister’s Exemption form. Although the departments are not required to use
the actual form, they are to include this information in their requests.

The following elements are to be addressed when submitting a request for
Minister's Exemption:

1. A detailed description of the goods | services being requested, including effective
and expiry dates where applicable.

The reason these goods/services are needed by your department.

Is this a recurring request? /If applicable, what action will be taken to avoid
another request in the future? (Improved planning or establishing a contract)

4. Under which subsection of the regulation is this request being made? Include
paragraph number and description.

5. Provide the rational for the application of the particular exemption to this
procurement.

6. Has this requirement ever been tendered? If yes, please provide details.
Could this procurement be tendered? Why? | Why not?

8. Has the department considered NB (or other) vendors for this requirement? If
yes, please provide the particulars.

9. Has the department consulted with any other department(s) regarding this
procurement? If yes, please provide the particulars.

10. Has the department received a verbal or written legal opinion regarding the
procurement? If yes, please provide the particulars.

11. If this request has been approved by senior officials of the department, please
indicate at what level.

12. Has this procurement been submitted to [Board of Management] BOM for
approval? -If yes, provide a copy of the Record of Decision.

13. Is the Minister aware of and in support of this request?

Note: this is not an exhaustive list; your department may be approached to provide further detail and/or
information prior to evaluation and approval of your request. This list may be used as a reference prior
to sending your exemption request to Strategic Procurement for consideration.
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Appendix I X —Objective 1. Audit Criteria and Sources

Obijective - To determine if the public purchasing practices used by government comply
with key components of the regulatory framework and best practices

Criteria 1 - Government procurements should comply with the Public Purchasing Act,
Regulation, and policy

Primary sources of compliance criteria

Public Purchasing Act, Chapter 212

Public Purchasing Act, Chapter P-23.1(repeal ed)

Regulation 94-157, Public Purchasing Act, 2011, ¢.212

Administrative Manual System, Government of New Brunswick

Procurement Coordinator Information Manual, Department of Supply and Services,
Central Purchasing, June 2009

agbrwpNE

Criteria 2 - Government should adhere to established best practices when planning,
procuring for, and managing purchase contracts

Primary sources of best practice benchmarks

1. Organisation for Economic Co-operation and Development (2007). Integrity in Public
Procurement — Good Practice from A to Z. 2007. Retrieved from:
http://www.oecd.org/devel opment/eff ectiveness/38588964. pdf

2. Organisation for Economic Co-operation and Development (2012), Fighting
Corruption in Public Procurement. Retrieved from:
http://www.oecd.org/cleangovbiz/

3. Controller and Auditor General, New Zealand (2008). Procurement Guidance for
Public Entities. Retrieved from: http://www.0ag.govt.nz/2008/procurement-quide

4. Public Works and Government Services Canada (2013). Supply Manual. Retrieved
from: https://buyandsell.gc.ca/policy-and-guidelines/Supply-Manual

5. Ministry of Finance, BPS Supply Chain Secretariat. Procurement Guideline for
Publicly Funded Organizations in Ontario. Retrieved from:
http://www.doingbusi ness.mgs.gov.on.ca/mbs/psh/psb.nsf/English/bps-
procurementguideline
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