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PREAMBLE

The Standing Comrmittee on Public Accounts held hearings on the Auditor
General’s report on Community Colleges — Acquisition of Goods and Services on
‘February 14, 2007. The Committee endorsed the Auditor General’s findings and
recommendations on this topic as reported in the 2006 Annual Report (s. 3.03).

This Committee report provides an overview of relevant sections from the
Auditor General’s report and the hearings, together with the Ministry’s 2007
status report, The Committee has prepared recommendations based on ifs
observations and conclusions.

Acknowledgements

The Standing Committee on Public Accounts would like to take this opportunity
to thank the witnesses for their participation in these hearings; namely, the Deputy
Minister and officials of the Ministry of Training, Colleges and Universities (the
Ministry) and the presidents of the colleges audited (George Brown College,
Confederation College, Mohawk College of Applied Arts and Technology, and
Conestoga College Institute of Technology and Advanced Learning). The
Committee appreciated receiving the Ministry’s 2007 status report (Appendix).

The Committee also acknowledges the assistance provided during the hearings
and the deliberations by the Office of the Auditor General, the Clerk of the
Committee, and the Research Officer from the Ontario Legislative Library’s
Research and Information Services Branch.

1. BACKGROUND

Ontario’s twenty-four community colleges offer career-oriented, post-secondary
education and training. These institutions employ 17,000 academic staff and
16,800 other employees, with an enrolment of 215,000 full- and part-time
students. Their total expenditures increased from $1.8 billion-in 2001 to $2.3
billion in the 2004/05 fiscal year, Funding from Ministry grants and student
tuition increased in line with expenditures during 200105,

1.1. Audit Objective

_ The Auditor General’s (the Auditor) objective was to assess whether the
purchasing policies and procedures in place at George Brown College,
Confederation College, Mohawk College of Applied Arts and Technology, and
Conestoga College Institute of Technology and Advanced Leaming were
adequate to ensure that goods and services were acquired economically.

Expenditures in 2004/05 totalled $751 million in the areas andited. The audit did
not include employee compensation and benefits, student assistance, purchases
made by ancillary operations (e.g., student residences), or the costs associated



2

with acquiring college facilities. Approximately 87% of the expendltures outs1de
of the audit related to staff compensation and benefits. :

1.2 Ovemew of Aud:t Fmdmgs

The colleges partlc1pated 1n purchasx g consortla to reduce purchasmg costs and _
the Auditor General concluded that these 1nst1tutlons were generally in '

compliance with purchasmg pollc1es The audit: report descnbed the level of -
compliance as bemg adequate to ensure that goods and services were acqulred
economically.

The Auditor identified several areas where procedures required strengthening, as
follows:

. Absence of Re-tendering and Competition - some of the major contracts with
suppliers had not been re-tendered for 2 number of years; therefore, there was
no assurance that prices could not be improved, and competition was not
being promoted.

« Purchasing Policies and Procedures — where non-purchasing personnel
managed the acquisition process, purchasing policies and procedures were not
always followed, thereby increasing the risk of not receiving the best value.

« Managing Major Purchases — the absence in some cases of a clear definition
of needs and objectives for major purchases and an indication that needs were
met in the most cost-effective manner.

. Absence of Evaluation Procedures (Large Purchases) - colleges use
committees to evaluate competing bids; however, procedures were not
developed to provide a consistent framework (e.g., evaluation criteria) for the
non-monetary aspects of bids.

. Non-Compliance with Policies — policies for purchasing gifts, donations,
meals, and hospitality were neither clear nor consistently enforced.

1.3. Response to Committee Recommendations

The Committee requests that the Ministry of Training, Coleges and Universities,
and the presidents of the four colleges audited report to the Standing Committee
on Public Accounts on this report within 120 days of the date of the tabling of this
report. In the event that the Committee concludes that an alternative timeframe is
warranted, it will be indicated in the recommendation.

List of Committee Recommendations

1. The Ministry of Training, Colleges and Universities report to the
Standing Committee on Public Accounts on the status of the review
conducted by the Ministry’s Colleges Branch and the Ministry’s
-.Education Audit Service Team of the college submissions on
expenditure and procurement policies. The report to the Committee
should address the following:



« asummary of the findings and plans for remedial action to ensure
that goods and services are acquired economically across the
college system; and

» related findings such as the nature of cost reduction measures,
future role of purchasing consortia, and proposed policy revisions,
with an accompanying implementation timetable for amendments.

2. The Ministry of Training, Colleges and Universities report to the
Standing Committee on Public Accounts on the identification of best
practices for procurement in the college sector. In conjunction with
the demonstrated merits of province-wide purchasing consortia,
colleges should continue to consider local purchasing subject to
competitive pricing, given the economic benefits derived from
acquiring goods and services at the community level.

The report should provide an update on the implementation of a
strengthened control framework, and Ministry oversight of college
procurement and expenditure management.



OBSERVATIONS AND CONCLUSIONS

The Ministry holds colleges accountable through the Ontarzo C'ollege.s' of Applied
Arts anid Technology Act, 2002.2 ‘Colleges afe fesponsible for achieving goals
consistent w1th government priofities and the principles of prudent findncial
managément? The operation of each college is the responsibility’ of the governors,
who are accountable to students employers and their commumtles 4

2. PURCHASING CONSORTIA

2.1. BPS Supply Chain Secretariat

Broader public sector purchasing became a provincial priority in 2004 with the
objectives of improving the process and realizing savings. The Ministry of
Finance’s BPS (Broader Public Sector) Supply Chain Secretariat was established
to promote purchasing initiatives, for example, purchasing consortia at colleges,
with the following objectives: achieve savings through high-volume, group
tendering for goods and services; and reduce administrative costs with one
organization representing the membership.

Community Colleges’ Purchasing Consortia

The majority of Ontario’s community colleges were members of purchasing
consortia with other public-sector organizations, prier to this purchasing initiative.
Examples of such undertakings include a consortium to purchase insurance,
library books and related materials through a bibliocentre. Savings through the
bibliocentre, for example, were in the order of $10 million per year. In addition,
the audited colleges participated in consortia for various goods and services (e.g.,
electricity, printing and photocopying). Information on group-purchasing is
shared with other colleges to assist in future negotiations with suppliers.

Memorandum fo Colfeges (2006)

The Colleges Branch of the Ministry informed the colleges of the Auditor’s
recommendations in December 2006 (Appendix). The colleges were directed to
review expenditure and procurement policies and to report to the Ministry,
providing one of the following:

. written assurance that their college has adequate policies in place, forwarding
a copy to the Ministry; or

. inthe absence of policies - develop such policies and provide an estimated
time for final approval by the Board.?

All twenty-four colleges responded to the Ministry by January 31, 2007,
concurring with the Auditor’s findings and indicating that they have processes to
ensure that goods and services are acquired economically. The Colleges Branch
and the Education Audit Service Team of the Ministry committed to review the
finalized responses.6



Commiftee Hearings
BPS Supply Chain Secretariat

The colleges participate in the BPS Supply Chain Secretariat, and it is the
Ministry’s objective to have all colleges fully involved.” Although it is not
mandatory, the advantages are evident.

The Ministry is working with the Ministry of Finance on purchasing consortia.®
The Ministry of Finance has provided resources, which have assisted in increasing
and improving college participation as well as other public sector organizations in
such undertakings. ? Assistance is also available in areas such as financial
administration and training across the sector or in cases where best practices have
been identified. '’

College Policies and Practices

The Committee enquired about oversight on policies and procedures, specifically
reinforcing compliance by managers to ensure that goods and services are
acquired economically.'! Procurement policics may be mcorporated in college
guidelines with the purchasing department pr0v1d1ng oversight.'* A committee
process may be followed for larger tenders, using established valuation criteria.
The purchasing department may have responsibility for overseeing all contracts
and purchases, providing a final check before approval.

The Ontario Education Collaborative Marketplace supply chain management
initiative is a consortium that assists colleges in maximizing purchasing
efficiencies. The intent is to enhance college involvement in the e-marketplace
through connecting buyers and suppliers. It was acknowledged that at times it
may be justified not to use the consortium model, securing better prices on a one
to one basis with a suppher, or where a comparable price can be obtained from a
local community suppher * The Committee concluded that colleges should
continue to take into account the benefits to the local economy and the wider
community accruing from the acquisition of goods and services locally.

Ministry Review of Policies and Procedures (2007)

At the time of the hearings the Ministry and the colleges were reviewing the
policies and procedures to ensure compliance with the Auditor’s
recommendations, through the following:

« the implementation of new procedures for requests for proposals (RFP) and
setting clearer standards for evaluating REPs;

- managing formal tenders and RFPs by purchasing departments;
« documenting contract renewal schedules;
- reviewing travel, hospitality and out-of-pocket expense policies; and

. reviewing the policies on gifts, donations, meals and hospitality."



Furthermore, steps have been taken in related areas to improve administrative
efficiencies across the college system, enhancing procurement effectiveness and
efﬁc1ency and resultmg in sawngs

Commlttee Conclusmn f

- The Auditor concluded that compllance Ievels with purchasmg pohcles were
adequate to ensure that goods and serviceswere acquired economically, taking
into account savings from purchasing consortia. As noted in the Ministry’s 2007
status report, the Ministry and the colleges have taken- remedial action to address
the Auditor’s observations and recommendations on a timely basis.

The Committee therefore concluded that:

On the basis of the hearings and the appended 2007 status report, the
Ministry of Training, Colleges and Universities and the provincial
colleges have responded positively to the Auditor General’s 2006
recommendations. The Committee noted the following specific initiatives:

« purchasing through consortia by the audited colleges has resulted in
benefits;

« the Ministry has applied the Anditor’s conelusions and
recommendations (based on the four institutions audited) to the
college system with the objective of improving procurement practices
province-wide;

« action was taken on a timely basis by each college to provide
assurance to the Ministry that adequate expenditure and procurement
policies were either in place or that there was a commitment to
introduce such policies, and that a copy of such documents would be
provided to the Ministry; and

+ the colleges were innovative in their management of procurement, for
example, obtaining goods from community sources (e.g., donations of
furniture from the private sector) and giving consideration fo directly
benefiting the local economy and the wider community through their
expenditure and procurement policies.

Committee Recommendation

Review of Colleges’ Responses (2007)

The colleges were directed to address their expenditure and procurement policies
and to report to the Ministry. The twenty-four provincial colleges responded to
the Ministry in January 2007, indicating that they concurred with the audit
findings, noting that they have processes to ensure that goods and services are
acquired economlcally

The submissions were received as requested and the Ministry’s Colleges Branch
and the Education Audit Service Team of the Ministry were in the process of



conducting the review. The Ministry focus in the review of policies and
procedures is to ensure uniformity within basic principles, and to 1dent1fgr cost-
cutting and related issues, within an all inclusive sector-wide approach.”

The Committee therefore recommends that:

1. The Ministry of Training, Colleges and Universities report to the
Standing Committee on Public Accounts on the status of the review
conducted by the Ministry’s Colleges Branch and the Ministry’s
Education Audit Service Team of the college submissions on
expendifure and procurement policies. The report to the Committee
should address the following:

« asummary of the findings and plans for remedial action to ensure
that goods and services are acquired economically across the
college system; and

» related findings such as the nature of cost reduction measures,
future role of purchasing consortia, and proposed pelicy revisions,
with an accompanying implementation timetable for amendments.

The Committee requests that a written response to this
recommendation be provided to the Commitiee Clerk within 120 days
of the date of tabling this report in the Legislature.

3. COMPETITIVE ACQUISITION PRACTICES

The Auditor concluded that the competitive acquisition policies of the audited
colleges were generally followed for the purchases examined, with only two
significant exceptions. Specifically, none of the audited colleges had policies
regarding the maximum number of years that the college may deal with a vendor
without re-tendering the coniract (e.g., furniture and security services). Asa
result, there is no assurance as to the reasonableness of the prices. Certain
purchases were managed by non-purchasing personnel (given the need for
technical or other expertise), which resulied in cases of material non-compliance
with college policies (e.g., information-technology equipment and a student
laptop program). Areas of concern included the exclusion of eligible vendors from
bidding on a three-year agreement; a vendor with the higher bid was awarded a
contract; and the absence of competitive practices on tendering.

The Auditor recommended that to help ensure that the prices paid for major
purchases are competitive, as well as to give all potential suppliers a fair
opportunity to obtain college business, colleges should limit the number of years
they use the same supplier without re-tendering.

Furthermore, the Auditor concluded that to help ensure that purchases comply
with college policics, colleges should require that purchasing departments oversee
major purchases made by other departments at the college.



Response by Colleges (2006)

The colleges indicated that policies would be developed and 1mp1emented to limit
the number of years that colleges use the same supplier without re-tendering, The
colleges also agreed to require that purchasmg departments oversee ma_| or
purchases made by other departments '

, Commlttee Hearmgs
Best Practlces for Purchasmg

The identification and application of best practices is central to college
procurement practices. The Committee concluded that it is appropriate that the
topic is addressed in this section on acquisition practices, As noted, assistance is
available in various areas from the Ministry, such as financial administration and
training, relying on cases in which best practices have been identified, 19

Performance Indicators

A new interim three-year funding framework has been introduced. Under the
multi-year accountability agreement the government identifies funding for each
year. Performance measures are used for access and quality issues, with
agreement on accountability mechanisms.”®

According to the Ministry, the governance-related recommendations from 1996
have resulted in a strengthened accountablhty framework and the emergence of
the key performance indicators.”! The multi-year accountability agreements
include, for example, key performance indicators with annual reporting by the
colleges in such areas as satisfaction rates of students in the various programs,
graduation rates, graduate employment rates, and the job satisfaction rates of
former students and emponers.22

Committee Recommendation

Best Practices — Procurement

The Ministry has committed to “continue to work with the colleges to 1dent1fy
better practices to 1mp1ement and strengthen their control framework over
procurement and expenditure management. 3 A “clearing house” for the sharing
of best practices with comparatives is envisioned, providing an improved basis for
making procurement decisions.**

The Committee therefore recommends that:

2. The Ministry of Training, Colleges and Universities report to the
Standing Committee on Public Accounts on the idenfification of best
practices for procurement in the college sector. In conjunction with
the demonstrated merits of province-wide purchasing consortia,
colleges should continue to consider local purchasing subject to
competitive pricing, given the economic benefits derived from
acquiring goods and services at the community level.



The report should provide an update on the implementation of a
strengthened control framework, and Ministry oversight of college
procurement and expenditure management.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.
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APPENDIX -

Summaw Stafus Table in Responee to the 2006- Annual Report of the Auditor

. Ontario. . .
Anqmsilion Gnads and Servlces)
ges and Universities (MTCE)

.03 Cnmmunltv,
Mmmtry ‘of Tralitiig, €

In 2008, the Office of the Auditor General (OAG) conducted ma first value-for-monay
ausdit in the college sector and found “that the purchasing policies at the colleges
we audited were adequate to ensure that goods and services were acyuired
economically and were generally being followed.”

Auditor's Completed Underiaking Quistanding
RBecormmendation Undettaking
{including
. timelines)
Colleges fimit the nurmber | The Director of the MTCU Colieges As of January 31,
of years they use 4 Branch informed the collages of the 2007, 24 of 24
suppiler without - OAE's racommendations via colleges have
tendering. memorandum on December 6, 2006, | responded to
. ' MTCL's follow-up
Colleges to ideniify their | The memorandum directed colleges to | memc of Dec. 6/06.
needs before making review expenditure and procuremant
significant purchases. poiicies and report back te the Hesponses fo
Ministry. MTCU's follow-up
- memo concur with
Collegos to develop Colleges ware asked ko provide the ihe Auditor’s findings:
progedures for evaluation | Ministry with either; colleges have
cormmittees, and require processes in place to
that the price summary - writlen assurance that their ensure that goods
b checked by & third college has adequate policies In | and services are
pary. place, and provide a copy, of acquired
geonomically.
- develop such policies and Mintstry sfaff
provide a fime estimate re {Colleges Branch
 Board approval and Education Auciit
Sewvice Team) will
Colleges to implement review fingdized
clear policies for gifis, responses.
donations, and meat and
hospitafity expenses.

OACOLLERCH ~ GACS\WAudIitPAG Feb 14-07\Status Report.doc

Source: Colleges Branch, Ministry of Training, Colleges and Universities, 7 February 2007,
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NOTES

! The introduction to each section in this report is based directly on the Auditor General’s findings,
as reported in the 2006 Annual Report. The text consists of paraphrasing and in some instances
partial quotes from the Auditor General’s report.

* Legislative Assembly of Ontario, (gff fcial Report of Debates, Hansard, Standing Committes on
Public Accounts, 38% Parliament, 2" Session, 14 February 2007, P-262.

* Ibid., P-262.

* Ibid.

* Ibid., P-262 and P-263.

% Ontario, Ministry of Training, Colleges and Universities, “Summary Status Table in Response to
the 2006 Annual Report of the Auditor General of Ontario” (Toronto: The Ministry, 14 February
2007).

? Legislative Assembly of Ontario, dﬁ‘ Tcial Report of Debates, Hansard, Standing Committee on
Public Accounts, 38™ Parliament, 2™ Session, 14 February 2007, P-266.

® Ibid.

? Tbid.

% 1bid.

" Ibid., P-263 and P-265.

2 1hid., P-265.

** Ibid.

" Tbid., P-269.

5 Tbid., P-263.

Thid.

" Tbid., P-266.

¥ Ibid., P~264 and P-266.

" Ibid., P-266.

2 Ybid., P-270.

2! Ibid., P-261.

% Ibid., P-262.

2 Ontario, Office of the Auditor General, 2006 Annual Report (Toronto: The Office, December
2006), p. 89.

2 |Legislative Assemb]y of Ontario, Ojj" cial Report of Debates, Hansard, Standing Committee on
Public Accounts, 38" Parliament, 2°! Session, 14 February 2007, P-269.



