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1.0 Conformance with professional standards

1.  Thisinternal audit was conducted in conformance with the International Standards for the
Professional Practice of Internal Auditing.

Marianne Thouin, Chief Audit and Evaluation Executive

2.0 Background

2. Procurementinthe Government of Canada (GC)is subject tothe Directive on the Management
of Procurement (and the now rescinded Contracting Policy prior to May 13,2022)!, which has
as its objective toensure that procurement of goods, services and construction obtains the
necessary assets and services that support the delivery of programs and services to

Canadians, while ensuring best valueto the Crown. Asaresult, among others, procurements
are expected to enable operational outcomes, to be subject to effective governance and
oversight mechanisms, tobe fair, open, and transparent, and to meet public expectations in
matters of prudence and probity.

3. ThePrime Minister tasked Minister Fortier, as President ofthe Treasury Board (TB), along
with Minister Jaczek, Minister of Public Services and Procurement, to undertake a review of
contracts awarded to McKinsey & Company (McKinsey). On February 8, 2023, the Office of
the Comptroller General (OCG) requested from governmentorganizations,by February 15,
2023, alist of all contracts with McKinsey datingbacktoJanuary 1,2011, aswell as related
information on these. For those organizations that have been the technical authority and/or
entered into any such contracts as the contracting authority, the OCG has directed the Chief
Audit Executives (CAEs) of these organizations to conduct a formal independent internal
audit of the related procurement processes, withresults tobe reported tothe OCG by March
22,2023.

3.0 Audit objectives and scope

4.  The objectives of the audit were todetermine the following for all scoped-in contracts with
McKinsey:
i.  Theintegrity of the procurement process was maintained, consistent withadhering to
the Values and Ethics Code for the Public Sector and the Directive on Conflict of Interest;
ii. ~ Theprocurementswere conducted in a fair, open and transparentmanner, consistent
with the Treasury Board (TB) Policy that was in place at the time (Contracting Policy or

the Directive on the Management of Procurement); and

10nApril 11, 2019, the contractinglimits for organizations and PSPC were updated to reflecta 25% increase
to accountforinflation (Appendix Cin the Contracting Policy). Alsonote thatthe Directive on the Management
of Procurement came into effect May 13, 2021 and that the Contracting Policy was fullyrescinded May 13,
2022.
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iil.

The procurements were conducted in a manner consistentwith the organization’s
internal processes and control frameworks (i.e., consistent with procurement
management frameworks, financial controls, security controls).

5. Thescope of the audit focused on the examination of the procurement practices for all
competitive and non-competitive contracts? with McKinsey that were awarded (i.e., signed)
by the organization between January 1,2011, and February 7, 20233. More specifically, the
auditincluded an assessmentofthe following contracts:

Table 1: Contract Overview

Contract
Contract
Contract amount Procurement Purpose of
numbert* start date (including AmountSpent strategy contract
&end date
amendments)
1 02/05/16- | $1,999,998.30 | $1,769,910.00 | Competitive using Business
30/10/16 Task and Solutions- | Consulting
Based Professional Services
Contract Services (TSPS)
closed Supply Arrangement
2 23/10/17- | $1,796,700.005 | $1,590,000.00 | Competitive using Executive
31/10/18 TSPS Supply Support
Arrangement Services
Contract
closed
3 31/08/18- | $1,332,000.00 | $ 977,700.00 | Traditional Creation of a
31/08/20 Competitive Value
Management
Contract Office
closed
4 21/10/22- | $1,975,270.50 $0.00 | Non-competitiveé Benchmarking
19/12/22 usinga Services
Benchmarking
Contract Standing Offer
closed

2 Per the Policy on the Planning and Managementof Investments, a contractis defined as “A binding agreement

entered into by a contracting authority and a contractor to procure a good, service or construction.”
3 See Appendix A for criteria and criteria sources.
4 The contract numbers are referenced throughout the findings section of this report.
5 The original value for this contract was $791,000.00; an amendment later increased its value by
$1,005,700.00.
6 Although this contract was issued using a non-competitively established Standing Offer, the CBSA solicited
bids before issuing the call-up; therefore, we have also assessed this contract against competitive criteria.
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4.0

5.0

5.1
10.

11.

12.

Although contracts were awarded for a total of $7,103,968.80,0nly $4,337,610.00 was spent.
Work on all contracts has been completed therefore there will be no further expenditures
againstthem.

The audit did not assess:
e Any contracts with any entity other than McKinsey.
e Anycontractsawarded (and signed) outside of the audit period.
e Compliance with any other policy instrument, laws and/or regulationsnot specifically
mentioned in this audit report.

Approach

The OCG provided all departments withan audit plan and auditwork program toensure
consistency of coverage across the GC. While the OCG developed the objectives,scope, audit
criteria, and audit work program for use by implicated departments, auditfindings and
recommendations were developed independently by the CBSA’s internalaudit function. The
approach followed by the CBSA was in alignment with the approach describedin the OCG
audit plan and audit work program. Toensure the integrity and objectivity of the audit work,
this audit was conducted only by public servant internal auditors subject to the Global
Internal Auditing Code of Ethics of the Institute of Internal Auditors.

Due to time constraints, as well as incomplete documentation (elaborated further under
section 5.0), the audit closely followed the approach outlined in the OCG audit work program
to conclude on each audit criteria and did not undertake any additional auditprocedures. On
February 22,2023, the CBSA’s Departmental Audit Committeeapproved an Internal Audit of
Contracting and Procurement as part ofthe 2023-2024 Risk-Based Auditand Evaluation Plan,
through which further workwill be conducted tounderstand the gaps and risks within the
procurement process.

Findings and recommendations

Findings for objective 1: Integrity ofthe procurement process

[tis imperative thatintegrity in the procurement process be maintained through outthe
procurement process in a manner consistent with the Values and Ethics Code for the Public
Sector and the Directive on Conflict of Interest.

Evidence that the Minister or the Minister’s staffinfluenced the outcome of the procurement
process was not present. Additionally, when reviewing emails, notes to file and other
documentation, therewas insufficient evidence to demonstrate public servants contravened
the Values and Ethics Code or the Directive on Conflict of Interest.

Wereviewed each of the contracts and found that they all included conflict of interest (COI)
clauses. However, only one of the four files we reviewed (contract 2) contained evidence that
the CBSA employees (i.e. bid evaluators) involved in the procurement process completed COI
declarations.
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13. When contracting with former public office holders and former public servants, the Directive
on Conflict of Interest and Conflict of Interest Act mustbe respected. We reviewed
documentation such as the consultants’ resumes and proposals outlining the consultants’
work history, and found no indication that any of them were former public servants or former

public office holders.
Conclusion

14. Wefound no evidence that publicservants or public office holders demonstrated behaviours
that would contravene the Values and Ethics Code for the Public Sector or the Directiveon
Conflict of Interest. There was no evidence of contracting with former public servants or
former public office holders. COI controls could be improved by ensuring that declarations
are completed and retained on file. Without formal documentation to consider and declare a

real or apparent COI, appropriate actions may not be taken to mitigate situationswhere a COI
is actually present.

Areas of improvement”

15. Insufficientdocumentation was retained to demonstrate that CBSAemployees involved in the
procurement process for the files reviewed had completed COI declaration forms.

16. COIl declarations ensure that publicservants involved in the procurement process are
reminded oftheir obligations under the Conflict of Interest Act to declare any real or apparent
COI that may exist.

Recommendations

17. Referto Recommendation 1 a) at the end of thisreport.

5.2 Findings for objective 2: Fairness, openness, and transparency, in line with applicable policy

18. Inorderto assessfairness, opennessand transparency ofthe procurement processes
undertaken by the CBSA, we assessed the following criteria:
a) Non-Competitive Contracting;

b) Competitive Contracting (including, the bid solicitation,evaluation of bids and the
duration of the contract);

c) ContractManagement;
d) Certification Authority (section 34); and
e) Proactive Disclosure.

a) Non-Competitive Contracting

7 In the context of this audit, “area forimprovement” refers to a gap in compliance, control breakdown,
significantrisk, or other reoccurringissue.



19. Ofthe four contractsissued to McKinsey, contract 4 was a call-up8against a non-competitive
standing offer (SO)? for benchmarking services. When a non-competitive contractisissued,
the rationale for why it wasissued mustbe included on file and must align with the
exceptions outlined in Section 6 of the Government Contract Regulations:

(a) the need is one of pressing emergency in which delay would be injurious to the public
interest; or

(b) the estimated expenditure does not exceed thresholds; or

(c) the nature of the work to be contracted for is such that it would not be in the public
interesttosolicit bids; or

(d) only one personis capable of performing the contract.

There was no documentation in CBSA or Public Services and Procurement Canada (PSPC)
files outlining why this contract was issued non-competitively.

20. Therearerulesin place which explain how a call-up againsta SO s to be issued. The SO for
benchmarking services allowed the CBSA to contract directly with McKinsey aslongas the
proposed work was aligned with the work offered in the SO. However, the call-up procedures
were not followed in this case; a competition was held by CBSA management between
McKinsey and two other firms offering benchmarking services, to assess which firm was most
capable of meeting the requirements. While it does not appear there was an intention to
break contracting rules, holdinga competition with firms thatwere already pre-qualified was
not in alignment with the procedures of the SO and not required.

21. Afterthe contract wasawarded, a decision was made by CBSA senior management to
terminate the contractand complete the work in-house.

Areas of improvement

22. Earlier engagement ofthe CBSA contracting team by CBSA management could have helped
ensure that the contracting process aligned with the requirements prescribed in the SO.

b) Competitive Contracting

23. Theinformationinthe request for proposal (RFP)is used by suppliers tobid for potential
contracts. [tisimportant for the key components of the RFP, mainly the bid evaluation
criterial®and the statementofwork (SoW),!! to be open, fair and transparentso thatall
suppliers understand whatthey are bidding on and how they will be evaluated, as well as
ensure they are able to freely compete. Of the four contracts issued to McKinsey:

e Contracts 1and 2 used mandatory methods of supply required by PSPC to solicit bids;

8 A standing offer is an offer from a potential supplier to provide goods and/or services at pre-arranged
prices, under setterms and conditions, when and if required. (PSPC - information for businesses)

9 When a call-up is issued againsta standing offer, a contractis established. (PSPC - information for
businesses)

10 Bid evaluation criteria are used to evaluate and differentiate between proposals. (PSPC - information for
government)

11 The Statement of Work is a description of the work required and includes the deliverables orservices
required to fulfill the contract. (PSPC - information for government)
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e Contract3used a traditional competitive RFP process tosolicit bids; and

e Contract4 wasa non-competitive call-upagainsta SO. As noted in Criteria a), CBSA
management helda competition prior toawarding the call-up. For this reason, this
contract was also assessed in this section.

Bid Solicitation:

24. Priorto soliciting bids, itis important that steps be taken to ensure that the procurement
process is designed in a way that will facilitate fair, open and transparent contractor
selection. For this reason, we assessed whether:

e Section 32 (S32)12 was appropriately authorized;

e TheSoW and bid evaluation criteria were reviewed by the contracting authority;

e Thebidselection method and bid evaluation criteriawere outlinedin solicitation
documents before the RFP was issued; and

e TheSoW and evaluation criteria were fair, open and transparent

25. Wefound that for all four contracts, S32 was appropriately authorized to ensure that funding

was set aside tomeet contractual requirements. In three of the four contracts issued
(contracts 1-3), the SoW and bid evaluation criteria were reviewed by the contracting
authority. The purpose of this step was to help ensure that the SoW was clear and the

evaluation criteria were fair and open. We found evidence that the SoW, bid selection method

and bid evaluation criteria were included in the RFP issued in three of the four contracts
(contracts 1-3). The purpose of including these key documents in the RFP is to help ensure
thatallbiddersreceived the same information at the same time, knew what they were
bidding for and understood how they would be evaluated prior to committing the time and
expense toprepare abid.

26. Inassessingwhetherthe SoW and bid evaluation criteria were fair, open and transparent, we

assessed several indicators including whether:
e The SoW and bid evaluation criteria were tailoredtoa specific firm;
The evaluation criteria were clear, precise and measurable;
Questionsreceived from bidders were appropriately consideredand answered; and
Any complaints were received from bidders and theirrelated outcomes/resolution.

27. While bid evaluation criteria by their nature are restrictive, we found that the criteria used

wererelated tothe essential work outlined in the SoW and therefore did not consider them to

be overly restrictive. In addition, our discussions with CBSA contracting indicated thatthey
were required for the workto be completed. However, for one contract (contract 3) where
PSPC wasthe contracting authority, the Internal Audit division of PSPC noted that the bid

evaluation criteria seemed overly restrictive in the context of their own internal audit of this
file. Based on our review of the SoW of contract 3 describing the nature, scale and complexity
of the CBSA’srequirement, and explanations provided by the CBSA contracting team, we did

not consider the evaluation criteriatobe overly restrictive.

12 Section 32 authorization certifies that sufficient funds are available to discharge any debtincurred under a

contract. (PSPC Supply Manual, 1.20.5.b))



28.

29.

In contracts 2 and 4, evidence was found that McKinsey was being considered by CBSA
management prior tothe issuance ofthe RFP. Thisraises questions as to the overall fairness
and openness of the processes as it could be perceived that McKinsey’s bids were favoured by
the CBSA.

We further noted that in contract 3, bidders requested extensions and asked whether
experience on a smaller project could be accepted. Both requests were denied by the CBSA,
with no clear rationale. When the bidding period closed, only one bidder had submitteda
proposal: McKinsey. Providing additional contextwhen responding tobidders would have
contributed toimproving the transparency of the process.

Evaluation of Bids:

30.

31.

In order to supporta fair, open and transparent procurement process, it isimperativethat
bids are evaluated according to established criteriaand documentation is retained to show
how bids were evaluated. We assessed whether:
e Recordsof individual and consensus evaluations were on file for all bidders;
e Bidswereevaluated in accordance with the criteria outlined in the solicitation
documents;
e The contract was awarded tothe top-ranked firm in accordance with the selection
methodology; and
e IfaSO or Supply Arrangement (SA)13 was used, the process followed aligned with the
requirements prescribed in the SO or SA.

Records were unavailable or insufficient to show that individual and/or consensus
evaluations were completed for all files. In some cases, some or all evaluations were not
signed or were not on file. For thisreason, we were unable to conclude that bids were
evaluated in accordance with the criteriaoutlined in the solicitation documents or that the
contract was awarded tothe top-ranked firm in accordance with the bid selection method.No
issues were identified by the Internal Auditdivision of PSPCregarding the bid evaluation
criteria or bid selection method for contract 3 where PSPC was the contracting authority.

Duration of Contract:

32. Whenassessingthe reasonability of the duration of contracts compared to the scope of the
SoW, we did not find any indication of unreasonable contract end dates.

Areas of improvement

33. Insufficient documentation was retained todemonstrate how bids were evaluated.

34. Whentheneed for a contractarises, managementshould focus on defining the work

requirementand the essential qualifications of the contractor rather than targeting suppliers
who may be capable of performing the work.

13 Supply Arrangements are used to acquire goods and services. They allow bids to be solicited from a pool of
pre-qualified suppliers for specificrequirements. (PSPC - information for businesses)
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c) ContractManagement

35.

36.

37.

38.

39.

Effective contract managementisimportant toensure that the CBSAreceives the required
services, quality expectations are met and that disputes between contractors and the Agency
do not occur. We assessed whether:
e Contractsand contractamendments were on file and appropriately signed prior tothe
commencement of any work;
e Securityrequirements were established and verified; and
e Oversightand monitoring of the contract took place.

For all four contracts awarded, a signed contract was on file. For contracts 1 and 2, where the
CBSA wasresponsible for issuing the contract, we verified whetherthe individual signing the
contract had the requisite authority to enter into that contract. When contract 1 and 2 were
issued, physical records were maintained to demonstrate thatthe individual signing the
contract had the appropriate authority to sign a contract. These physical records could notbe
located to verify that the individuals signingthe contracts had the required authority.
However, we noted that both contracts were signed by the Director of Strategic Procurement
who would normally have the authority toapprove the contracts that weresigned. For
contracts 3 and 4, issued by PSPC, we requested that they provide evidence that the
contracting authority was appropriately exercised. Noissues were identified by PSPC.

Prior to the commencement of any work on a contract, all individuals working for McKinsey
were required to have the necessary security clearances in place. While we did find evidence
thatthe security requirements of the contract were established at the onset, we were unable
to verify whether all resources had clearances in place prior tobeginning work. Given the
absence of documentation on file as well as the volume of information included in some files,
we were unable toverify the security clearance status of all McKinsey consultants within the
time constraints of this audit.

We assessed files to determine whether services werereceived before a written contract was
in place. Ofthe four contracts awarded:

e Services were provided for contracts 1 and 3 after the contract was signed, in alignment
with requirements;

e Contract2required ataskauthorization (TA)4to be issued prior to the commencement
of any work. The project authority verbally assigned work for approximately $800,000
more than the original contract value without a formal TA being issued; and

e Contract4 wasterminated before workbegan.

We assessed the contractamendmentprocess tounderstandwhether contract amendments
were approved by an authorized officer, issued before services were received, justified and
substantiated, and issued before the contract expiry date. Of the four contracts awarded, only
contract 2 required an amendment as work was required beyond what was included in the
initial contract scope. Our assessment found that:

14 A task authorization identifies specifictasks to be completed.



40.

e Anapproved and signed contractamendment was not on file. Only draft and partially
signed versions of the amendment were found. While contracting officials at the
workinglevel were trying toresolve the issue once they were made aware ofthe need
for a contractamendment, there was no evidence that senior managementof CBSA’s
procurement department wereaware untilan after-the-fact contracting mechanism was
necessary toaddressthe issue;

e Documentation was on file to provide justification for the additional work undertaken;
however, due tothe total value of the amendmentcomparedto the initial contract
amount, itis unclear why this work was not foreseen at the time the bid was solicited;
and

e Allwork was completed before the contract expiry date.

Oversight and monitoring of contract performance can help ensure that the delivery of
services meets quality standards and expectations. We sought documents to assess how the
work of McKinsey contractors was monitored. In all three contracts where deliverables were
produced (contracts 1-3), we found that contractual documents identified a CBSA project
authority whowould be responsible for the oversight ofthe contract. However, in all cases,
despite following up with management, we were unable tolocate draft deliverables,
comments provided by CBSA employees or any other evidence which would demonstrate that
CBSA management monitoredand oversaw McKinsey’s performance.

Areas of improvement

41.

42.

Documents were not available to clearly show that all security clearances were obtained
prior to work commencing or that individuals responsible for contract oversight monitored
and oversaw the performance of the contractor.

A contractamendment was not obtained before additional workwas authorized.

d) Certification Authority (section 34)

43.

44,

Certification Authority or Section 34 Authority (S34)is exercised prior to the issuance of
payments in order to certify that goods have been provided or services have been rendered.
Contracts 1-3 had payments madeagainst them. The fourth contract was terminated prior to
any work beingundertaken; therefore, no payments were made. We assessed all payments
made against Contracts 1-3 todetermine whether the individuals who performed the S34
signoffs had the delegated authority to doso. We found thatin all instances, S34 signoffs were
appropriately authorized.

We also verified whether evidencewas availableto demonstratethat services were provided
per the terms of the contracts. The contracts we reviewed required McKinsey to provide
multiple deliverables. We found no evidence to question the quality of the services delivered.
Invoices showed that the CBSA wasbilled for services provided consistent with the
requirements of the contracts. However, while some deliverables were retained as proofthat
serviceswere rendered, we were unable to obtain evidence demonstrating thatall expected
deliverables were received. The deliverables we were unable tolocate include but are not
limited to:

10



e Contract1 - Aprojectplanbefore commencingthe study, project terms of reference, and
information on how the research, analysis and reporting would be undertaken.

e Contract2 - Sincea final TA or contractamendmentwas noton file, we used draft
documentation to help determine what was required of the contractor. While there
were a significant number of documents delivered by McKinsey, we could not always
confirm whether they aligned with thedeliverables outlinedin the TA.In some cases it
was difficult to validate the completion of certain tasks; for example, knowledge transfer
to support final products or deep divesintoareas approved by the project authority. In
other caseswe did not see evidence that tasks were completed; for example, holding
workshops or presenting to senior management.

e Contract3 - Details on work performed related to the project’s webpage, comments on
their review of a future contract!> and a Treasury Board submission.

Areas of improvement

45,

Greater diligence shouldbe taken to ensure thatindividuals who perform S34 signoffs retain
all documentation associated with these costs prior to the issuance of payment.

e) Proactive Disclosure

46.

We obtained data from the CBSA financial system for contracts issued to McKinsey and cross
referenced this data with proactive disclosure records of McKinsey contracts to assess
whether all contracts and contract amendments over $10,000 weredisclosed. We found that
all contracts and contract amendments over $10,000 issued to McKinsey were proactively
disclosed.

Conclusion

47.

48.

Most contracts for which documentation was missingwereissued between 2016and 2018.
Atthe time of the audit, most of the individuals who were responsible for the management of
these contracts were nolonger working at the Agency. Although the auditteam took stepsto
locate missing documentation, some key records could not be located. The absence of
documentation led to conclusions of non-compliance with Treasury Board Policy and Agency
procedures (see Appendix C for a breakdown of the findings).

Improvements are required in the issuance of both competitive and non-competitive
contracts to ensure that contracting procedures are adequately followed. The completion of
key documentation and greater diligence in documentation retention would helpensure that:

e Decisionstaken to award contracts are supported and justified;

e Securityrequirements for contracts are met;

e Workis not completed withouta contract or contractamendmentin place; and

e Evidenceisretained thatall contractual deliverables have been received.

Additional trainingand awareness of contracting rules and regulations would help ensure
that those involved in procurement processes exercisetheir duties in a manner that is fair,
open and transparent and that commencement of workis not authorized before a contract or

15 For a project that they would notbe able to bid on.

11



contractamendmentisin place.

Recommendations

49. Referto Recommendation 1 a)to d) atthe end of thisreport.

5.3 Findings for objective 3: Adherence to departmental processes and control frameworks

50. Departmental controls beyond those required by the Treasury Board Policy can help mitigate
procurement risks. We met with CBSA management and reviewed the financial control
framework for procurement to understand whetheradditional Agency-specific procurement
controls were in place. Our analysis showed that two controls beyond those tested in Audit
Objective 2 were in place at the CBSA. These were:

e Theexistence of a contractreview board during the time period of contract 4; and
e A centralized procurementfunction.

51. Wefound thatthe CBSA Contract Review Board (CRB) was recently established and therefore
was only in existence during the award of contract 4. However, the CRB did not have the
mandate toreview procurements awarded using a SO as these were considered tobe of lower
risk. The use of a centralized procurementfunction was viewed as a good practice as this
organizational design could:

o Reducethepressure and influenceline management could have on an individual
procurement officer;

e Help promote knowledge sharingand experiencebetween procurementofficers; and

e Standardize procurement practices.

Conclusion

52. Some weaknesses within the CBSA’s internal procurement processes were outlined in the
findings for Audit Objective 2. Amendments to the scope of the CRB’s authority would help
improve the oversight of procurement practicesin the Agency.

Areas of improvement
53. Basedonthe observationsnoted in Audit Objective 2, additional risk-based oversight for call-
upsagainst SOs and contracts against SAs could help mitigate procurementrisks.

Recommendations

54. Referto Recommendation 1 d)atthe end of thisreport.

Recommendation 1

55. TheVice-President of the Finance and Corporate Management Branch (FCMB) should
establish appropriate controls to oversee the management of procurementby:
a. Ensuringprocurementfiles contain all documentation of business value;
b. Obtaininggreater assurance thatSection 34 for contracts is appropriately carried out by
managers;
c. Increasing management’s awareness surrounding contracting rules; and

12



d. Increasingoversight ofthe use of Standing Offersand Supply Arrangementsin a risk-
based manner.

6.0 Management response

56.

57.

58.

The findings and recommendations of this audit were presented to managementofthe
Canada Border Services Agency (CBSA). The audit report was reviewed and recommended
for approval by the CBSA’s Departmental AuditCommittee tothe deputy head.

Management has accepted the audit findings and has developed an action plan toaddress the
recommendations (see appendix B for the management action plan). The identified actions
are scheduled tobe completed by December 2023. The CBSA’s Departmental Audit
Committee will be engaged in the monitoringofthe implementation of this action plan, in line
with the Agency’s standard internal audit processes. Ifadditional issues or recommendations
are found following the results of the external reviews by the Office of the Procurement

Ombudsman and/or the Office ofthe Auditor General, the CBSAwill updatethe management
action plan to incorporate these elements.

The deputy head of the CBSA approves thisreport, including the management action plan.

Erin O’'Gorman, President
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Appendix A: Audit criteria

1. The integrity of the
procurement process was
maintained and consistent
with adhering to the
Values and Ethics Code for
the Public Sector and the

Directive on Conflict of
Interest

2. The procurements
were conducted in a fair,
open and transparent
manner consistent with
the TB Policy that was in
place at the time
(Contracting Policy or the
Directive on the

1. Public servants and Public Office Holders ensure that
the integrity of the procurement process is maintained

and consistent with the Values and Ethics Code for the
Public Sector and the Directive on Conflict of Interest.

2. Contracting with Former Public Servants and Former
Public Office Holdersis performed with integrity in
accordance with the Directive on Conflict of Interest,

Conflict of Interest Act and procurement policy
instruments.

1. Procurement: non-competitive- There is
documentation to support the justification for non-
competitive procurement contracts in accordance with
section 6 of the Government Contract Regulations.

Conflict of Interest Act- Part]

Directive on Conflict of Interest -4.2.16,4.17.3

Values and Ethics Code for the Public Sector - Integrity section (3)

Contracting Policy (before May 13,2022)-4.2.12,10.8,11.1.1,12.4

Directive on the Management of Procurement 4.2.2,4.3.2

Conflict of Interest Act - PartI, PartIII (35, 36)

Directive on Conflict of Interest -4.2.16

Values and Ethics Code for the Public Sector - Integrity section

Contracting Policy (before May 13,2022)-4.1.9,4.2.20, Annex C, schedule 5

Directive on the Management of Procurement (after May 13,2022) 4.5.5,4.6.4,4.10.1.7

Contracting Policy (before May 13,2022) - Sections 10.2.1,10.2.6,10.5,10.7.30,and
Appendix C

Directive on the Management of Procurement (after May 13,2022) -4.3.1,4.3.2,4.3.5
(4.1.1 procurement framework should include detailed requirements)

Contracting Policy Notice 2007-4 - Non-Competitive Contracting

Government Contract Regulations [Current toJanuary 25,2023] - Section 6
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https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=25049
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=25049
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32627
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32627
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=25049
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=25049
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32627
https://laws-lois.justice.gc.ca/eng/acts/C-36.65/FullText.html
https://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=32627
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=25049
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32627
https://laws-lois.justice.gc.ca/eng/acts/C-36.65/FullText.html
https://laws-lois.justice.gc.ca/eng/acts/C-36.65/FullText.html
https://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=32627
https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.tbs-sct.canada.ca%2Fpol%2Fdoc-eng.aspx%3Fid%3D25049&data=05%7C01%7CDavid.Theriault%40tbs-sct.gc.ca%7Cc385a7b3bf7444853c3e08db09e10ed5%7C6397df10459540479c4f03311282152b%7C0%7C0%7C638114634442023560%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=N81NzGSmXfD%2FNGnLUW0Sa8eMwnaNAqepqd%2FyZHlXa%2FY%3D&reserved=0
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.gcpedia.gc.ca/gcwiki/images/c/ca/Guide_to_Establishing_a_Procurement_Management_Framework_-_EN.pdf
https://www.canada.ca/en/treasury-board-secretariat/services/policy-notice/2007-4.html
https://laws-lois.justice.gc.ca/PDF/SOR-87-402.pdf

Management of
Procurement)

2. Procurement: Competitive - Bid evaluation criteria
were provided on Request for Proposal (RFP) documents

and were used for contractor selection in an open, fair
and transparent manner.

3. Contract Management - Contracts and contract
amendments wereapproved prior to the receipt of any
services or the expiration of the original contract and
supporting documentation is retained on file.
Documented monitoring and certification of the delivery
of the services was implemented.

4. Certification Authority (section 34) - Certification
authority is performed by someone with the delegated
authority todo so, is accomplished in a timely manner

and verifies the correctness of the payment requested
(Section 34 of the FAA).

5. Proactive Disclosure - Contracts, including

amendments,valued at over $10,000 meet minimum
proactive disclosure requirements.

Contracting Policy (before May 13,2022) Sections 4.1.2;4.1.4,4.1.9; 16.1.2; 10.5; 10.7;
10.8;11.1and 11.3, Appendix ]

Directive on the Management of Procurement (after May 13,2022)-4.1.1,4.3.1,4.3.5
(4.1.1 procurement framework should include detailed requirements)

Contracting Policy (before May 13,2022) - Sections 4.2.10; 11.2;11.3;12.3; 12.4.1; 12.9,
Appendix H 2.6

Directive on the Management of Procurement (after May 13,2022) -4.3.1,4.3.5
(procurement framework should include detailed requirements on contract management),
4.10.6

Policy on security AppendixA A.6

Directive on Delegation of Spending and Financial Authorities [2017-04-01] -

Sections4.1.11,A.2.2.1.1t0A.2.2.1.3,A.2.2.1.7t0A.2.2.19.

Financial Administration Act [2018-03-18 currentto] — Section 34

Contracting Policy (before May 13,2022) - Section 5.1.6

Directive on the Management of Procurement (after May 13,2022) - Appendix C

Guidelines on the Proactive Disclosure of Contracts- Canada.ca Section 4.1 (amended April
1,2022).

Proactive Disclosure on Contracts, Guidelines on [previous version] - Section 4.1
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https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
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https://www.gcpedia.gc.ca/gcwiki/images/c/ca/Guide_to_Establishing_a_Procurement_Management_Framework_-_EN.pdf
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=16578
https://laws-lois.justice.gc.ca/eng/acts/F-11/
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32503
https://www.laws-lois.justice.gc.ca/eng/acts/F-11/
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14676
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=27258

Access to Information Act (86-1)

3. The procurements 1. Procurements are conducted in a manner consistent Contracting Policy (before May 13,2022)

were conducted in a with your departmental internal processes and control _ _ b ¢ ft
manner consistent with frameworks. Directive on the Management of Procurement (after May 13,2022)

the organization's internal
processes and control
frameworks (i.e.,
consistent with
procurement
management frameworks,

financial controls, security
controls)

Note: On April 11,2019, the contracting limits for organizations and PSPC were updated toreflecta 25% increase toaccount for inflation (see Appendix C of the Contracting Policy).
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Appendix B: Management Action Plan

Expected completion

Recommendation Management action Area responsible Expected deliverables per action date
The Vice-President of the Finance and Corporate Management Branch (FCMB) should establish appropriate controls to oversee the management of procurementby:
a) Ensuringprocurementfiles | e FCMBwillrequireall delegated managers/ | FCMB - e Update procurementdocument checklist | June 2023

contain all documentation of Cost Centre Managers (CCMs) toinform Procurement and retention requirements and provide

business value; FCMB Procurement of any contracts or call- reminders to procurementstaff. CBSA
upsrequested directly from Public Services Procurement will provide guidance to
and Procurement Canada (PSPC), in order to CCMs on the keyrequirements,including
maintain a central record of all CBSA the need to be notified of all contracts
contracts. This will help FCMB Procurement entered intoby the Agency.
ensure that the CBSA’s governance and
quality assurance processes are adhered to e Annually communicate document June 2023 and ongoing
(e.g.if oversightis required by the Agency’s checklist with procurement employees.
Contract Review Board). Assessment and results of available

Information Managementrelated
e FCMBwill review and distributea revised training products.
contract documents checklist toall Roll-out of training/guidance on
procurement staffand remind them of the Information Managementpractices to
requirements to complete and retain the procurement employees.
necessaryrecords (e.g. conflict of interest
declarations, bid evaluations, etc.). e CBSAProcurementwill document a gap December 2023
analysis of the available training
e FCMB will review the available procurement products (PSPC, CSPS, etc.) to determine
training products (PSPC, CSPS, etc.) training whether they sufficiently cover the
available toassess whether there are gaps Information Managementrequirements
related tothe expected documentation, that for documentretention and take action
need to be addressed and seek Financial and asrequired.
December 2023

Investment Management Committee (FIMC)
agreement on whether additionaltrainingis
required for delegated managers (in addition
to the mandatory Delegated Authority

A risk-based random sampling approach
will be developed and reviews will
commence.
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Expected completion

Recommendation Management action Area responsible Expected deliverables per action date
training e.g. CSPS COR-253/254) through
supplemental guidance or training materials.
FCMB.to perform quality assurance Teviews | oo vice-
on a risk-based sample of procurementfiles . ,
) President’s Office
to ensure proper retention of necessary
documentation tosupport S41 ofthe FAA.
b) Obtaining greater assurance FCMB will review and distributeadditional FCMB -AC Distribution of additional guidance on July 2023

that Section 34 for contracts guidance toall delegated managers on their delegated manager S34 roles and

is appropriately carried out rolesand responsibilitiesregarding S34 responsibilities.

by managers; authorization to clarify the importance of
ensuring deliverables/services have been Annual delivery of mandatory Ongoing
received prior tothe approval of payment information sessions on delegation of
release and thatall relevantdeliverablesare spending and financial authorities toall
retained. new CCMs and optional for current

CCMs.

FCMB Agency Comptroller (AC) will continue April 2023
to deliver information sessions to CCMs to Annual review of the QA Frameworkto
provide an overview of the Agency’s ensure thatitis operating effectively.
instrument of delegation of spending and July2023

financial authorities. These sessions will be
repeated on an annual basis for newly
appointed CCMs.

FCMB developed a Quality Assurance (QA)
framework (effective October 2022) related
to section 34 delegated authorities, outlining
roles and responsibilities and methodology
for verifying accounts, to ensure
expenditures are made in accordance with
delegated authorities’ responsibilitiesand

Tabling and decision on S34 revisions at
FIMC.
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Recommendation

Management action

Area responsible

Expected deliverables per action

Expected completion
date

comply with CBSA and Treasury Board
policies, guidelines and directives. This
frameworkalsoincludes an escalation
protocol for remedial action for employees
with multiple errors (non-compliance of the
policy). The framework was communicated
to all CBSA employeesinfall2022 and FCMB
will continue toreinforce CCM’s compliance
with this policy.

FCMB will review its Section 34 non-
compliance process and requesta FIMC
decision on whether it should be further
strengthened (First error identified results in
a written warning to the delegated manager;
Second error results in a compliance notice
to the VP/RDG; Third error resultsin the
withdrawal of their Delegation combined
with a suitable developmentplan).

c)

Increasing management’s
awareness surrounding
contractingrules; and

FCMB will provide guidance to CCMs on the
key requirements for initiation and
administrating contracts.

FCMB will remind all Delegated Managers /
CCMs the importance of ensuring the
Procurement Team isinvolved in any
contracts or call-upsrequested directly from
PSPC, in order to maintain a central record of
all contracts. This will assist CBSA
Procurementin ensuring thatthe CBSA’s
governance and quality assurance processes

FCMB -
Procurement

Roll-out of contracting and
documentation guidance to CCMs.

Reminder of CCM’s roles and
responsibilities related tothe
contracting process, requirementto
engage Procurement early on and
consequences of non-compliance.

May 2023

May 2023
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Expected completion

Recommendation Management action Area responsible Expected deliverables per action date
are adhered to (e.g. if oversightisrequired by
the Agency’s Contract Review Board).
d) Increasingoversightofthe FCMB will review the Terms of Reference for | FCMB - Revised Contract Review Board’s September 2023
use of Standing Offers and its Contract Review Board to provide Procurement process, documents, forms, and Terms of
Supply Arrangementsin a oversight on contractsissued using certain Reference.
risk-based manner. PSPC Standing Offers and Supply
November 2023

Arrangements.

FCMB will review the risk-based
methodology to assess which contracts will
bereviewed by the Contract Review Board
(e.g.task authorizations or call-ups for
professional services and contract
amendments greater thana specific
threshold).

Tabling and decision on the revised
Terms of Reference and risk-based
methodology at FIMC.
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Appendix C: Breakdown of findings

Audit assessment
(Compliant, Partially
Compliant, Not

Audit criteria Rationale for assessment

Compliant, Unable to
assess, Notapplicable)

Audit objective 1: The integrity of the procurement process was maintained and consistentwith adhering to the Values and Ethics Code for the Public Sector and the Directive on
Conflict of Interest

1. Publicservants and public office Compliant - We found no evidence that public servants or public office holders demonstrated behaviours thatwould

holders ensure that the integrity of the contravene the Values and Ethics Code for the Public Sector or the Directive on Conflict of Interest.
procurement process is maintained and

consistent with the Values and Ethics
Code for the Public Sector and the

Directive on Conflict of Interest.

- 1 of 4 files we reviewed contained conflict of interest declarations.Ensuring thatthese declarations are
regularly completed, retained on file and action is taken to mitigate real or apparent conflicts of interest
would improve the integrity of the process.

2. Contracting with former public Not Applicable - There was no indication that any of the consultants were former public servants or former public office
servants and former public office holders holders.

is performed with integrity in accordance
with the Directive on Conflict of Interest,
Conflict of Interest Act and procurement
policy instruments.

Audit objective 2: The procurements were conductedin a fair, open and transparent manner consistentwith the TB Policy that was in place at the time (Contracting Policy or the
Directive on the Management of Procurement)

1. Procurement: non-competitive- There | Not Compliant - Section 32 was performed by the appropriate delegated authority on the contract.
is documentation tosupportthe

justification for non-competitive
procurement contracts in accordance
with section 6 of the Government
Contract Regulations.

- Nojustification to support the non-competitive call-up was found on file.

- The call-up procedures were not followed as a competition was held by CBSA management to assess the
bidders.
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https://laws-lois.justice.gc.ca/eng/acts/C-36.65/FullText.html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=14494&section=html
https://www.tbs-sct.canada.ca/pol/doc-eng.aspx?id=32692

Audit criteria

Audit assessment
(Compliant, Partially
Compliant, Not

Compliant, Unable to
assess, Notapplicable)

Rationale for assessment

2. Procurement: Competitive - Bid Not Compliant - Section 32 was performed by the appropriate delegated authority on the contract.
evaluation criteria were provided on . o . . .
- The SoW and evaluation criteria were defined, written in an open, fair and transparent manner, and were
Request for Proposal (RFP) documents . :
S challenged by the contracting authority.
and were used for contractor selection in i ) o ) ) _ _ )
an open, fair and transparent manner. ;lfvaluatlons ofthe bids and justification for awarding the contract to McKinsey were not available in the
iles.
- Evidence was found that CBSA officials were considering McKinsey prior to soliciting bids.
3. Contract Management - Contractsand | Not Compliant - Contracts were signed by all the parties.
contractamendments were approved - The vendor provided services and issued invoices before a formal Task Authorization was preparedand
prior to the receipt of any services or the signed by both the clientand the vendor.
expiration ofthe original contractand - For all contracts, evidence was not available to show the client monitored and oversaw the vendor’s work
supporting documentation isretained on or deliverables.
file. Documented monitoring and - Documentation was not available to confirm all McKinsey resources assigned to the contract had
certification of the delivery of the appropriate proofof security clearance prior to commencing work.
services was implemented.
4. Certification Authority (section 34) - Partially Compliant - Section 34 authority was performed by the appropriate delegated authority on all contracts. Expenditures

Certification authority is performed by
someone with the delegated authority to
do so, is accomplished in a timely manner
and verifies the correctness of the
paymentrequested (Section 34 of the
FAA).

were appropriately supported by invoices to show that services were rendered.

- Documentation of all the deliverables required per the final contract or Task Authorization were not on
file.
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Audit assessment
(Compliant, Partially
Compliant, Not

Audit criteria Rationale for assessment

Compliant, Unable to
assess, Notapplicable)

5. Proactive Disclosure - Contracts,
including amendments, valued at over
$10,000 meet minimum proactive
disclosure requirements.

Compliant - All contracts and amendments were found to be proactively disclosed.

Audit objective 3: The procurements were conductedin a manner consistent with the organization’s internal processesand control frameworks (i.e., consistent with procurement
management frameworks, financial controls, security controls)

1 Procureme.nts are §0nducted ina Not Compliant - The CBSA Contract Review Board is presently not mandated to review procurements issued against
manner consistent with your Standing Offers or Supply Arrangements, which are considered low risk. Issues were noted with the use of
departlr?ental lntfi(rsnal processesand these methods of supply in Objective 2 of this audit.
control frameworks. . o . . , :
w - Controls tested in Objective 2 of this auditinclude the CBSA’s procurement controls. Given that
weaknesses were identified, this indicates thatimprovements are required.
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