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[English]

The Chair (Mr. Kelly McCauley (Edmonton West, CPC)):
Good morning, everyone. I call this meeting to order.

Welcome to meeting number 128 of the House of Commons
Standing Committee on Government Operations and Estimates.

As always, we have reminders on avoiding feedback that hurts
our interpreters: Keep your earpieces away from your microphones
at all times.

We welcome our Auditor General.

AG Hogan, welcome back to OGGO, the only committee that
matters—not Public Accounts.

We have you for a five-minute opening statement. Go ahead,
please.

Ms. Karen Hogan (Auditor General of Canada, Office of the
Auditor General): Mr. Chair, thank you for this opportunity to dis-
cuss our report on professional services contracts, which was tabled
in Parliament last week.

I want to begin by acknowledging that we are gathered on the
traditional unceded territory of the Algonquin Anishinabe people.

Joining me today are Nicholas Swales, the principal who was re-
sponsible for the audit; Steven Mariani, the director who led the au-
dit team; and Andrew Hayes, deputy auditor general.

This audit looked at whether federal contracts awarded to McK-
insey & Company between 2011 and 2023 complied with applica-
ble policies and provided Canadians with value for money spent.

These contracts spanned 20 federal organizations, including 10
Crown corporations. The total value of contracts awarded to McK-
insey & Company during the period totalled $209 million, of which
about $200 million was spent.

We found that the organizations awarding the contracts showed a
frequent disregard for federal contracting and procurement policies
and guidance. We also found that each organization's own practices
often did not demonstrate value for money.

The extent of non-compliance and risks to value for money var-
ied across organizations. For example, in 10 of the 28 contracts that
were awarded through a competitive process, the bid evaluations
did not include enough information to support the selection of
McKinsey & Company as the winning bidder.

[Translation]

When it came to non-competitive contracts, organizations often
issued these without documenting the required justification for do-
ing so. About 70% of the 97 contracts we looked at were awarded
to McKinsey & Company as non-competitive contracts, and their
value was approximately $118 million.

We also sampled and reviewed 33 contracts to assess value for
money and found that almost half of the contracts lacked an expla-
nation of what need or gap the contract was intended to address. In
15% of contracts, there was no clear statement of what the contract
would deliver, and in 18% of contracts there was no confirmation
that the government had received all expected deliverables.

As the central purchasing and contracting agent and subject mat-
ter expert for the Government of Canada, Public Services and Pro-
curement Canada did not challenge federal organizations when
awarding some contracts on their behalf. The department did not
challenge the organization requesting the contracts about whether
the procurement strategy used was appropriate when multiple con-
tracts were awarded to McKinsey & Company for a similar purpose
and within a short period of time.

Our single recommendation focused on the need for federal orga-
nizations to proactively address conflicts of interest in the procure-
ment process. All other aspects of our findings were covered in rec-
ommendations recently made by other organizations, such as the
Office of the Procurement Ombud and internal audit functions.

[English]

While this audit focused on contracts awarded to McKinsey &
Company, it highlights basic requirements and good practices that
all federal organizations should follow when procuring professional
services on behalf of the Government of Canada.

Federal contracting and procurement policies exist to ensure fair-
ness, transparency and value for Canadians, but they only work if
they are followed. The remedy isn't necessarily about creating new
processes or rules, but rather about understanding how these pro-
cesses and rules are applied and why, often, they are not.
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[Translation]

Mr. Chair, this concludes my opening remarks. We would be
pleased to answer any questions the committee may have.

Thank you.
[English]
The Chair: Thank you, Ms. Hogan.

We'll start with Mrs. Kusie for six minutes.

Mrs. Stephanie Kusie (Calgary Midnapore, CPC): Thank
you, Mr. Chair.

Thank you, Madam Auditor General, for being here today along
with your team. Thank you, again, for this report, which sheds even
more light on, and, I believe, confirms even further, the thoughts
and ideas we had around contracting in the public service, both in
terms of adherence to the rules, as well as favouritism towards
McKinsey.

Madam Auditor General, last week, I asked you to inform the
public accounts committee of the dates the three Canada Infrastruc-
ture Bank contracts were signed with McKinsey.

Do you have those dates with you today?
® (1110)

Ms. Karen Hogan: I'm going to turn to Nicholas, and he can
provide that to you.

Mr. Nicholas Swales (Principal, Office of the Auditor Gener-
al): We do. The dates are January 25, 2018; March 30, 2018; and
May 19, 2020.

Mrs. Stephanie Kusie: That's very interesting. Thank you.

Madam Auditor General, Mr. Dominic Barton chaired the Cana-
dian Minister of Finance’s economic advisory council, which start-
ed in 2016. Shortly afterwards, interestingly coinciding with these
dates, we see a 2,500% increase from 2016 to 2023 in contracts
awarded to McKinsey.

In your opinion, is it a conflict of interest to have the global head
of a company also chairing an economic advisory committee that
helps determine the direction of a government?

Ms. Karen Hogan: That's a difficult question for me to answer.
I'm not sure in what capacity he was providing advice as the chair
of that committee or what his requirements were. I, unfortunately,
can't offer up an opinion on that.

Mrs. Stephanie Kusie: Thank you.

I'll return to a theme I mentioned in my opening comment:
favouritism in contracting.

McKinsey received two contracts with IRCC for close to $25
million. It's these contracts and the economic advisory council,
chaired by Mr. Dominic Barton, that led to the infamous immigra-
tion target of half a million that this government is now walking
back from.

How dangerous is it for a company to chair an advisory council
that sets policy in an effort to help its own interests?

Ms. Karen Hogan: Again, I'm sorry. I don't know much about
what that committee was doing, so it would be inappropriate for me
to provide thoughts or opinions on it.

Mrs. Stephanie Kusie: Thank you.

There were four instances in the competitive procurement pro-
cess where your office found that the procurement strategy was
changed after departments learned McKinsey could not bid under
the original circumstances. Unfortunately, to no one's surprise,
McKinsey won the bid under new criteria.

Can a department call it a competitive process when they are
changing their requirements to cater to one specific company—in
this case, McKinsey & Company?

Ms. Karen Hogan: In the case of the four contracts that you're
referring to, there were two where there was a change in strategy.
While the federal government is able to change its procurement ap-
proaches as it goes about, I would have expected to see a justifica-
tion on file as to why they made such a switch, and then, because
two contracts were awarded in a non-competitive way, clear docu-
mentation as to why McKinsey would have been the only bidder or
what exception was being used from the procurement rules to
award a contract non-competitively. As we mentioned, more than
half of the contracts that we looked at that were awarded non-com-
petitively did not have a good justification on file.

Mrs. Stephanie Kusie: Thank you for that.

I'll refer to your previous work on the "arrive scam", as well,
since GC Strategies was allowed to sit at the table and negotiate the
terms of its own contract. Can you confirm—although I am hearing
it in the response you gave to my last question—that this is happen-
ing frequently across departments?

Ms. Karen Hogan: I want to draw a distinction between what
we saw with ArriveCAN and what we're seeing here. With regard
to ArriveCAN, we clearly saw that GC Strategies was involved in
setting the selection criteria. We did not see that in the McKinsey
contracts. At times, we saw, when there were competitive bids run,
that the selection criteria weren't always used, but not that McKin-
sey had been involved in setting the selection criteria. They're very
different situations.

Mrs. Stephanie Kusie: Given that, in your opinion, what specif-
ically needs to be changed? What changes need to be made to en-
sure Canada's procurement processes are truly competitive?

Ms. Karen Hogan: When it comes to competitive contracts,
what we found is that often, about more than one-third of the time,
the bid evaluation didn't have selection criteria that were clearly
outlined, or when there were selection criteria they weren't used.
It's clear in the rules that you need to set out these criteria, and then
you need to have a good evaluation grid and a committee put to-
gether. Again, to make this competitive process fair and transpar-
ent, the existing rules should have been applied.
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Mrs. Stephanie Kusie: I end my time there, Mr. Chair. Thank
you very much.

Thank you very much, Madam Auditor General, again, for the
report and for being here with us today.

The Chair: Thanks, Mrs. Kusie.

It's to Mr. Jowhari, please, for six minutes.

Mr. Majid Jowhari (Richmond Hill, Lib.): Thank you, Mr.
Chair.

Madam Hogan, welcome back to you and your team. Thank you
for the great work that you continue to do.

I want to go back. My understanding is that you looked at a peri-
od from January 1, 2011, to February 7, 2023. From a procedural
point of view, it looks like a lot of procedures were not being fol-
lowed. Was this consistent during this period? Were there any peri-
ods that stood out more, not just because of the number but from
the procedural changes?

Ms. Karen Hogan: No, our conclusion was that there was fre-
quent disregard for the rules across nine departments and agencies
and 10 Crown corporations spread out over the 12-year period.
There isn't one year that sticks out more than others except near the
end, when the national master standing offer was used for almost
19 contracts. In our view, the justification for using that was not
well-documented. There was a slight spike there, but there was still
a lack of following the rules across the whole 12-year period.

Mr. Majid Jowhari: There was a lack of following the rules
throughout the whole 12 years. Now also, when you looked at the
differences among departments, agencies and Crown corporations,
did you see any differences among departments, agencies and
Crown corporations, as far as following the procedures and making
sure everything is well-documented is concerned?

Ms. Karen Hogan: [ mean, it's a tough one. There are 97 con-
tracts, and I can tell you that almost each contract has a unique sto-
ry with it. When we looked at how frequently rules were not being
followed, it didn't matter whether it was a Crown, a department or
agency. It's important to note that the Crown corporations have
their own rules and they don't usually follow the Treasury Board
rules, but there was still a frequent disregard for not following
them. Again, the most frequent being, really, not documenting why
a non-competitive process was used.

Mr. Majid Jowhari: Thank you. That is a very important point:
Crown corporations have their own policies, procedures and sys-
tems. They're not following TBS, as the department and agencies
do, and there was still this common disregard, not only across the
years but even among the Crown corporations as well as the depart-
ments and agencies.

I want to go back to where you nearly closed.... You made rec-
ommendations—and thank you for the recommendations you made.
You pointed us back to a number of previous recommendations.
You basically said, “Just go and do it.”

These are the newer recommendations. You made two, which
keep a very clear focus on what we and the government should do.
Now, in looking at your nearly closing statement, you said, “The

remedy isn't necessarily about creating new processes or rules but
rather about understanding how these processes and rules are ap-
plied and why, often, they are not.” Can you expand on that one?

Ms. Karen Hogan: [ think that, over time, whenever there's an
audit done, whether it be by an internal audit department, the
comptroller general's, the procurement ombudsman's or my office,
the tendency is to add more rules. I think here the case is not that
there were rules missing—except for conflict of interest, which is
why we issued one there—but that the rules just need to be fol-
lowed. I think it's important for the federal government to sit back
and try to assess why this is happening. What is it about the pro-
curement rules that are driving the behaviour that we're seeing?

There could be many reasons for that. Is it that the rules are so
complex that, in order to speed up the procurement process, people
are working around the rules? Is it that there are so many rules that
they don't know them all and are accidentally not applying them? Is
there some other behaviour that is driving what we're seeing? It's
clear that the rules are there to ensure fairness, transparency, ac-
countability and delivering value for money. It's just that they're not
being followed.

® (1120)

Mr. Majid Jowhari: Thank you. That was a great coverage.

In your opinion, do you think those rules—because I'm sure
you've looked at them—are complicated? You're clearly saying,
let's not add more rules to them, which we really support because
we are doing a study, and my colleagues are going to follow up on
that. Do you think our rules are complicated?

Ms. Karen Hogan: I think there are a lot of rules, and at times
they can be complicated. There was a recent announcement by the
Treasury Board about adding certain certifications around procure-
ment processes, and I appreciate that additional layer that was
added. It wasn't about adding a rule but about reminding people to
certify that they had done certain things in the rules.

1 would tell you there is some confusion if we look at the nation-
al master standing offer. I think most organizations believed that,
because they had to use the standing offer, they could just pull off
of it. What's clear is that it is just an offer of goods and services; it
isn't a contract. When you create a contract that is done in a non-
competitive way, the rules kick in that say you should justify why,
and often that justification was lacking. I think it was that folks
didn't necessarily understand what the rules were there. I think it's a
bit of both: there are a lot, they're complex, and they're not always
easy to follow.

Mr. Majid Jowhari: Thank you.
The Chair: Thank you, Mr. Jowhari.

Ms. Vignola, please go ahead.

[Translation]

The Vice-Chair (Mrs. Julie Vignola (Beauport—Limoilou,
BQ)): Thank you very much, Mr. Chair.

Ms. Hogan, gentlemen, welcome. Thank you for being with us.
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McKinsey is a small player in Canada. On the other hand, it's a
big player internationally. The firm has the power to influence, and
it's capable of pulling a lot of strings.

Among the 340,000 public servants, do you think there are many
who are former McKinsey employees, at all levels?

Ms. Karen Hogan: That's a question I can't answer. I haven't
done a survey to find out how many public servants previously
worked at McKinsey.

The Vice-Chair (Mrs. Julie Vignola): Who would be able to
determine this? Would it be the Conflict of Interest and Ethics
Commissioner?

Ms. Karen Hogan: I don't know who could determine that.
Treasury Board could probably figure it out.

I refer you to one of our findings. That's why declaring conflicts
of interest is important during a procurement process.

The Vice-Chair (Mrs. Julie Vignola): I imagine these declara-
tions are made once a year, as is the case for MPs, but not necessar-
ily at the time a contract is awarded.

Is that correct?

Ms. Karen Hogan: That is why I recommended that a conflict
of interest declaration be required at the time of a procurement.

The Vice-Chair (Mrs. Julie Vignola): Thank you.

There were several things that shocked me when I read your re-
port, which is excellent. I congratulate you, and the members of
your team, on your work.

I note that in about 45% of the cases you studied—these are not
all contracts, but a sample—people did not know what they wanted,
or whether it was necessary, or whether they received what they
wanted, or whether they achieved their objectives. It's scary.

I wonder about the sustainability of these contracts in terms of
the transfer of skills into our public service, as well as the duration
over time and the value, or added value, of these contracts.

Are you asking yourself the same questions?
Ms. Karen Hogan: Yes, I do from time to time.

I think it really depends on the purpose of the contract. For ex-
ample, in this case, we're talking about contracts that were for
benchmarking, or to support a transformation. Sometimes it was to
obtain professional advice. So it's difficult to assess. It's not like
creating an application, as this type of work is very tangible.

In the case we're talking about, it was often a case of getting ex-
pert advice. In such cases, it's sometimes difficult to know whether
the deliverables have actually been received.

In my opinion, there are some basic elements that should have
been respected. A good way to start would be to ask yourself what
the need is that you're trying to fill. Almost half of the contracts we
looked at didn't have the documentation related to this question.

There should be an assessment or estimate of costs in advance to
ensure that the budget is available. In 91% of the contracts we eval-
uated, this assessment or estimate did not exist. These are basic ele-
ments. At the end of the day, we found that for almost 20% of the

contracts we evaluated, we had no way of knowing whether the de-
liverables had actually been received. As a result, I have a lot of
questions. I think the problem starts right at the beginning.

The Vice-Chair (Mrs. Julie Vignola): So there's a problem
right from the start of the process.

In one of my other lives, I was coordinator of the Stratégie d'in-
tervention Agir autrement for underprivileged neighbourhoods.
Within this framework, there was no question of launching a
project if there was no assurance of sustainability. We didn't want to
have to constantly put money back into the project to be able to
maintain a resource.

What you're telling me is that, right from the start, we don't know
what we want. What's more, in the deliverables, we're not sure, we
don't have proof that we've analyzed the resources and offered this
sustainability to our public servants.

Did we also forget, before turning to outside resources, to ana-
lyze the resources available internally and target the people who
were capable of changing ways of doing things in order to bring
added value?

® (1125)

Ms. Karen Hogan: At the beginning of the process, there's the
needs analysis. What is the contract intended to achieve? If this in-
formation is missing, we're already starting a little late.

In the public service, contracting is often about helping the gov-
ernment to change, to transform itself. Having opinions from out-
side the public service is essential. It's human nature to always want
to do things the same way. That's why we sometimes need to turn to
someone from the outside.

That said, I would still expect there to be a report, something to
demonstrate the value added by the contract.

The Vice-Chair (Mrs. Julie Vignola): I remember hearing
someone here once ridiculing a newly appointed public servant
who had ideas and whose ideas had been used. Having a fresh set
of eyes can be helpful in better identifying what could be improved
internally. This seems to be not only underutilized, but also some-
what ridiculed. The assumption is that if someone is in an entry-
level position, they can't think.

In your opinion, should this mentality change? Would staff occu-
pying the highest hierarchical levels ever need to go and sit in the
cafeteria with a new employee?

Ms. Karen Hogan: My own office went through a transforma-
tion to get staff to work more efficiently. At first, I noticed some
resistance to change. To bring another point of view, I then hired a
few people from outside the office who came from the public ser-
vice. As soon as there was openness to another point of view, we
came up with a lot of great ideas. So I guess there are a lot of peo-
ple in the public service who have good ideas for transforming gov-
ernment.

[English]
The Chair: Thank you very much. That is your time.
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Mr. Bachrach, please, go ahead, sir.

Mr. Taylor Bachrach (Skeena—Bulkley Valley, NDP): Thank
you, Mr. Chair.

Thank you, Ms. Hogan, for being back with the committee to
share your work.

There are some disturbing findings, for sure. I think the questions
my colleagues have already asked start to get at the nub of what
we're trying to figure out as a committee.

In my view, there are two theses here. One is that the government
is tight with McKinsey and is showing favouritism towards one
vendor. The other is that there's a perception within the public ser-
vice that the rules are overly restrictive, and in order to get things
done, they have to break the rules.

I'm wondering which of those, in your view, is more likely to be
the dominant contributing factor in what we're seeing.

Ms. Karen Hogan: In some of our findings, we found there
were six contracts that seemed to be designed to suit McKinsey &
Company, whether it was organizations waiting for them to have
their own national master standing offer so that they could use them
for benchmarking services when there were other existing standing
offers with benchmarking services, or just changing their procure-
ment strategy, as we talked about earlier on.

We saw that in six contracts, but what's more concerning to me is
the frequent disregard for the rules. When we looked at a sample, in
probably more than half, there was more than one rule that wasn't
followed. It isn't that we just highlighted it when it was one rule.

This just points to both things working. There might sometimes
be a tendency to look for a vendor, but there is clearly a tendency to
not apply all of the rules, and we need to figure out why that is hap-
pening in the public service.

Mr. Taylor Bachrach: Would you expect to see the same pattern
if your investigation were broadened to include other vendors?

® (1130)

Ms. Karen Hogan: Based on the findings here, because there
were only six contracts that appeared to suit McKinsey, I have no
reason to believe that this is unique to McKinsey & Company. I
would expect to see similar behaviours for other professional ser-
vices and other contracts in general.

When you add on the layer that we found issues with the rules
being followed in nine out of 10 departments and agencies, and in
eight out of 10 Crown corporations, that is a wide range, so it can't
just be limited to McKinsey.

Mr. Taylor Bachrach: I'm curious. In the course of your work,
did you speak with the people in charge of these procurements, and
did you ask them why they seemed to be flagrantly breaking the
rules that govern their work?

Did they provide an explanation?

Ms. Karen Hogan: We typically review files and then speak to
individuals. On the degree to which we communicated, I'll have to
turn to Nick and see how much he engaged, but we would have en-
gaged with every single one of the 20 organizations.

Mr. Taylor Bachrach: Did you ask them why?

Mr. Nicholas Swales: We certainly spoke to the organizations,
bearing in mind the time frame for the contracts.

In most cases, the individuals responsible were not in that role
anymore. But Ms. Hogan made a comment earlier, particularly
around the NMSO, that there was a lot of confusion about how the
rules were supposed to be applied in that case. That came through
in the conversations we had.

Mr. Taylor Bachrach: The people in charge of procurement
were confused as to the rules they were required to follow?

Mr. Nicholas Swales: That's right.

Mr. Taylor Bachrach: If the committee wanted to understand
the motivations or the reasons behind what seems like flagrant
breaking of the rules, whom would we talk to?

Ms. Karen Hogan: Whom would you talk to in each of the orga-
nizations, or just in general?

Mr. Taylor Bachrach: Yes, we can bring anyone before com-
mittee and ask them what they were thinking when they broke all of
the rules to give work to McKinsey. Sometimes it can be hard to
figure out who that is.

Ms. Karen Hogan: I think it depends where you're going. I
would tell you that deputy heads and heads of Crown corporations
should be able to answer questions about all procurement within
their organization, even though they were not the ones actually
signing the contracts. It would be either CFOs, individuals in pro-
curement groups...there are many layers. It depends on what you're
looking for and we need to recognize, as Nick mentioned, that this
was over a 12-year period. People move around a lot in the public
service. If you're looking for the specific individual, you just might
not find them.

Mr. Taylor Bachrach: Would one way to test this thesis be to
simply expand this work slightly to include a broader sample of
vendors and look at whether the same patterns occur?

Ms. Karen Hogan: [ think that would be one choice.

What I would also think is a good option is that.... We've also en-
couraged all departments and agencies and Crowns to improve their
compliance and quality control around procurements. I think it's
time to give the public service a chance to recognize and refresh all
of the rules, and then go back and look, because, as I said, I have no
reason to believe my results would be any different if I expanded
this.



6 0GGO-128

June 10, 2024

Mr. Taylor Bachrach: How about accountability? What's at
stake here is value for money. This is Canadians' money. It's being
spent poorly. There's one company that's enriching itself to the tune
of millions and millions of dollars. There are individuals who make
a decision to break the rules, and whether they know the rules exist
or not, there's still some culpability there. How do we ensure that
people are held accountable? Where does accountability ultimately
fall in this place?

Ms. Karen Hogan: I think—
The Chair: You have about five seconds for an answer.

Ms. Karen Hogan: I've said it before. I think, ultimately, ac-
countability rests with the deputy head or the head of a Crown cor-
poration to make sure that all of their contracting provides value for
money.

Mr. Taylor Bachrach: Thank you.
The Chair: Thanks, Mr. Bachrach.

Mrs. Block, please.

Mrs. Kelly Block (Carlton Trail—Eagle Creek, CPC): Thank
you, Chair.

Welcome back to our committee, Ms. Hogan, and welcome to
your departmental officials.

In your audit, you found multiple instances of favouritism being
shown to McKinsey. In one instance, the Business Development
Bank of Canada gave a contract to McKinsey, despite McKinsey's
not being the highest-scoring bid. They also gave two sole-source
contracts without documenting their justification, which my col-
league mentioned in her intervention. The Canada Border Services
Agency had three contracts missing bid evaluation documents, and
Innovation, Science and Economic Development Canada had two
such contracts.

As my colleagues around the table have been pointing out this
morning, we see repeated abuses of the procurement system, with
seemingly no checks and balances in place from the government—
and, it would appear, no concern or push-back as well.

If the exception becomes the rule, then I believe this becomes the
culture and we have a huge problem within the government. How is
this allowed to happen with no consequences for those who are fail-
ing to follow the rules?

® (1135)

Ms. Karen Hogan: I do agree that when 70% of the contracts
awarded were done so in a non-competitive way it raises concern.
Competition should be the default. Competition ensures that you
hopefully get a better price for taxpayers. That doesn't always mean
that it is the lowest bidder. There could be business reasons for why
you might choose a different bidder, but again, I would expect that
kind of a judgment call is well supported and documented.

I think, often, that's what we're missing here. The rules aren't be-
ing followed, and then there is no demonstration for what business
decision drove that. I would really like to see everyone across the
federal government have more rigour in their procurement process-
es. This isn't a big burden that we're asking. It is about just being
transparent and being able to answer to Canadians 10 or 12 years
down the line why a decision was made. It starts with understand-

ing the rules, and then documenting all of the judgment calls that
are made along the way.

Mrs. Kelly Block: I want to confirm what I believe I heard you
say in regard to accountability: that there needs to be accountability
within a department. Regardless of whether a department head, a
deputy minister, an assistant deputy minister or any one of those in-
dividuals was involved in procurement, they need to be held ac-
countable for decisions that are made within their department and
when rules are not being followed. Is that what I heard you say?

Ms. Karen Hogan: I believe that Andrew is going to want to
jump in here, but I think I would start off by saying that legislation
makes it clear that the deputy head is the accounting officer of an
organization. While you might delegate those powers to others in
the organization for day-to-day to happen—because, for example, |
couldn't review every single contract that my office issues—you
still have to make sure that people are properly trained and they un-
derstand the rules and there are good compliance and overview.

I don't know, Andrew, if you want to add something.

Mr. Andrew Hayes (Deputy Auditor General, Office of the
Auditor General): The only thing [ would add is that we stressed
in our ArriveCAN report the importance of delegated decision-
makers understanding and being accountable for the decisions they
make to spend public money.

As much as the deputy head is the responsible person to answer
and be accountable here at committee and before Parliament, there
is an accountability all the way through the organization that should
be enforced.

Mrs. Kelly Block: I'm not sure how much time I have, but [
would ask, does being moved out of a position sever the responsi-
bility that you might have held when you were in that position and
making decisions?

Ms. Karen Hogan: I mean, my view is not: I would expect,
however, that you left a really good file behind to demonstrate the
judgment calls and the decisions you made.

You know, people's memories are going to fail, so it's important
to make sure you document something when you're going through
it.

The Chair: Thanks very much.

Mr. Kusmierczyk.

Mr. Irek Kusmierczyk (Windsor—Tecumseh, Lib.): Thank
you, Mr. Chair.

Thank you so much, Ms. Hogan, to you and your team and the
entire Auditor General team for your incredibly important work
that you're bringing forward for Canadians and for this committee.
Thank you so much. All of us are seeking stronger and better ac-
countability.

Here's what I wanted to ask you. There were 97 contracts that
you looked at in 10 departments and also 10 arm's-length Crown
agencies. There is a variation in terms of the degree of non-compli-
ance you found. Are there departments that scored better or scored
well or even had a clean bill of health in your review? If there are,
what does that tell you about some of the challenges we're facing
here if some departments actually did okay?
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Ms. Karen Hogan: I'm going to ask Nick or Steven to pull out
the one. As I mentioned, there were nine out of 10 departments and
agencies that did not follow the rules when it came to procurement,
so we'll get you the name of the one. Even there, we have to recog-
nize that at times they did, right? I think that's what speaks to the
need to refresh and remind everyone of the rules.

I would expect that it's not just training, but that there would then
be monitoring, oversight and compliance that happen after the fact.
An individual might do only one contract every couple of years,
and you can't be expected to remember all of the rules, so I think
it's important to do that refresh.

Nick, do you have the name? I tried to speak long enough so you
could....

Voices: Oh, oh!
® (1140)

Mr. Nicholas Swales: Yes, I got that. Natural Resources Canada
was the organization, the federal department agency, where we
found that they had followed the rules.

I think the other thing to bear in mind is the number of contracts.
You know that in some cases there were more, which increases
your risk of missing a rule.

Mr. Irek Kusmierczyk: Gotcha. I did want to ask a question. In-
side your report, you talked about the “chains of non-competitive
contracts”. Can you explain what that means, and what are the risks
specifically with these chains of contracts?

Ms. Karen Hogan: I just want to be clear that this is a word that
we used to describe it. We didn't know a better way to describe
what we were seeing. It isn't a term that's commonly used.

For me, it shows that if you issue the first contract in a competi-
tive way and then issue subsequent contracts in a non-competitive
way, you're limiting competition. As I said, the default of competi-
tion to drive better value for money is important.

More concerning is the chain of contracts where the first contract
is a small contract that called on an exception under the contracting
rules—if it's under a certain dollar threshold, there was no need for
competition, as it wouldn't provide better value for money—but
then used a subsequent exception for the follow-on contracts that
were of a larger dollar value, in the millions of dollars. That starts
to question whether or not they thought at the beginning what the
need was that they needed to fill.

It comes down to that fundamental starting question. It constant-
ly asks if you are then more dependent or creating a dependency on
a vendor if you're issuing multiple non-competitive contracts. How
are you ensuring best value for money if none of them are being
competed?

[ think it brings in so many rules when we see the chains, which
just raised a lot of concerns for us.

Mr. Irek Kusmierczyk: In any of the 97 contracts that you
looked at, did you see any political interference, such as interfer-
ence from elected officials or politicians?

Ms. Karen Hogan: No, we did not see political interference in
the contracts that we looked at.

We did see that a minister was involved in one procurement be-
cause it was a non-competitive procurement above the threshold
that the public service is allowed to issue on its own. In accordance
with the rules, they went to the minister, the minister authorized it
and then the government issued the contract as it normally would
have through its regular processes.

Mr. Irek Kusmierczyk: Were politicians—elected officials—
driving the decisions to offer these contracts to this vendor or any
vendor that you saw? Were they the drivers of those decisions?

Ms. Karen Hogan: We did not see that there was a push from a
political aspect to direct any contracts to McKinsey.

Mr. Irek Kusmierczyk: These decisions were made by public
servants, public officials or bureaucrats, as they're often called. Is
that correct?

Ms. Karen Hogan: That's correct. The decisions that we saw
were made by public servants.

Even in the six contracts that appeared to be designed to suit
McKinsey & Company, it was the public service that made those
decisions.

Mr. Irek Kusmierczyk: Great. Thank you.
The Chair: Thank you, Mr. Kusmierczyk.

Mrs. Vignola, go ahead, please, for two and a half minutes.
[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

Ms. Hogan, I'd like to come back to the duty Public Services and
Procurement Canada has to examine things critically.

This organization has the ability to ask questions about contracts.
Does it have the power to call a contract into question?

Can it verify that all steps have been followed, and if not, require
that this be the case before proceeding with the contract?

Ms. Karen Hogan: Public Services and Procurement Canada's
responsibility is to challenge the tool used for procurement. We of-
ten found that it had not questioned the fact that many contracts
were awarded in a short period of time.

However, we also need to take a step back. The ultimate decision
rests with the department requesting the service, even if Public Ser-
vices and Procurement Canada questions it.

On the other hand, when the value of a contract is below the
threshold at which a competitive process must be launched, as is
the case with the contract chains we've just discussed, Public Ser-
vices and Procurement Canada is not informed. It may only be
aware of the existence of the contract if the department informs it.

® (1145)

Mrs. Julie Vignola: So it's a power to question, but in the end
it's not really binding, because the department has the final say.
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Did I understand you correctly?

Ms. Karen Hogan: This is correct in the case where a contract
has been awarded individually by another department.

Mrs. Julie Vignola: The notion of benchmarking was often
brought up by saying, for example, that we couldn't have chosen
anyone else because the chosen company specialized in this type of
analysis.

After all, Canada is nearly 160 years old. Isn't it capable of hav-
ing its own tools and using its international contacts to do compara-
tive analyses and see where the best practices are?

Ms. Karen Hogan: Many private sector companies specialize in
benchmarking.

I would expect the public service to have information. After all,
Statistics Canada has been accumulating data for years.

That said, we often want to look outside the public service for in-
formation to find out what the private sector is doing and compare
that with what's happening in the public sector.

Mrs. Julie Vignola: All right.

Thank you.
[English]
The Chair: Thank you.

Mr. Bachrach, go ahead, please.
Mr. Taylor Bachrach: Thank you, Mr. Chair.

I was going to ask a question similar to that of my colleague's
around the role of PSPC. It seems possibly defensible that some
people within specific departments might not be familiar with all
the procurement rules, but you would think that the department that
is solely responsible for procurement would know all the rules and
would be able to challenge the departments if they saw those rules
being flagrantly broken.

Is PSPC not living up to its purported reason for being? Like,
this is the whole model that we have, and it doesn't seem to be
working.

Ms. Karen Hogan: We did find in this audit that they could have
done a better job at challenging many of the organizations, espe-
cially when multiple contracts appeared to be issued for similar
work in a really short period of time, but there are things that
they're not aware of. As I mentioned earlier, if a contract is issued
below a dollar value threshold, only the department that issued that
contract would be aware of it. There is no big central repository for
all that information.

Let's look at the national master standing offer, for example. I be-
lieve the deputy minister was at the committee before testifying on
how she didn't believe the call-ups required a documentation. I had
a very lengthy conversation with her about it. The national master
standing offer is just an offer. It's not the contract. When the con-
tract happens, it should be required. I think following the procure-
ment ombud's work, she actually changed the requirements and
now is reminding every department that they should provide that
justification.

So I think this is a learning opportunity, as certain tools are used
more often, that rigour needs to be put into documenting decisions.

Mr. Taylor Bachrach: How many seconds do I have left, Mr.
Chair?

The Chair: You have 35 seconds.

Mr. Taylor Bachrach: Okay.

Coming back to McKinsey, it seems like sometimes you end up
with this bias in organizations toward vendors that are either the
biggest or have the most high-profile reputation, because it's seen
as the safest option. If something goes wrong, nobody can blame
them for choosing such a reputable, high-profile firm as opposed to
an upstart or one with less of a reputation or less of a profile.

Is that something you see in procurement decision-making? Is
there a bias toward higher-profile firms because it's seen as being
the safest choice?

The Chair: Please give a very brief answer.

Ms. Karen Hogan: I'm not sure I can say that we saw that in
these 97 contracts. I think I would call into question the national
master standing offers. They existed with other organizations as
well for benchmarking services, so there were other companies at
the disposal of departments. I would have expected that they would
have documented why McKinsey over the other national master
standing offer companies.

® (1150)

The Chair: Thanks very much.

Mr. Genuis, you have five minutes, please.

Mr. Garnett Genuis (Sherwood Park—Fort Saskatchewan,
CPC): Thank you, Chair.

Auditor General, we're here looking at the government's cozy re-
lationship with McKinsey. Thank you again for your excellent work
exposing significant problems and the $200 million in contracts
that have gone to McKinsey under this government, most of which
in some way or another did not adhere to the rules.

You have just mentioned the important role that PSPC, the gov-
ernment's contracting department, is supposed to play, and could
have played, in challenging some of these procurements. In that
light, I think it's interesting to note that the director of policy to the
Minister of Public Services and Procurement, Mr. Boyan Gerasi-
mov, had this critical role of director of policy in the public services
and procurement minister's office during the critical period of the
pandemic, from March 2020 until December 2021. He is McKinsey
“alum”. He served with McKinsey for more than five years as an
engagement manager. He went from working with McKinsey into
this Liberal government in an important senior staff role. His
LinkedIn specifically cites work he did in relation to major defence
equipment procurements.
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So in this critical role in government procurement in the public
services and procurement minister's office, under then minister
Anita Anand, you have a former McKinsey employee. You've high-
lighted that the government's contracting department that he was
working for could have provided a greater challenge function and
didn't. We have also seen how the defence department in particular
had a very close, extensive relationship with McKinsey. This is
quite concerning to me. It underlines the close relationships that ex-
ist between McKinsey and this Liberal government.

I wonder if you could share a bit more about what role the minis-
ter's office did play, or could have played, in providing a challenge
function around this extensive procurement relationship that
emerged, and what conclusions we might be able to draw about the
role that the director of policy in then minister Anand's office
should have been playing, could have been playing and did play in
relation to these procurements.

Ms. Karen Hogan: Typically I would not expect ministers to be
involved at all in procurement decisions that are made by depart-
ments. When we looked at these 97 contracts, we did not see minis-
terial involvement except for one where it was required by the
rules. I would expect that PSPC would do a better challenge func-
tion in some of these contracts, and, in other areas that we saw, they
did do a good challenge function.

I think ultimately it boils down to making sure that everyone
who's involved in the procurement process understands the rules
and applies them in a way to ensure fairness, transparency and good
value for money for Canadians.

Mr. Garnett Genuis: The function of the minister's office is to
set a policy framework, and the director of policy plays a key role
in that. You're saying that you wouldn't want to see them involved
in micro-procurement decisions, but for them to have a function at
all, presumably it's to set that policy framework that says how
sharply they're going to exercise that challenge function or not—
and there clearly were failures to challenge McKinsey procurement
in cases where it should have been challenged by that department.
Is that correct?

Ms. Karen Hogan: For sure; I think that PSPC should have
done a better job at challenging some of the procurements that were
brought to them for them to be able to issue contracts, but I would
expect that that challenge function also exists in every department
and agency, because not all contracts go through PSPC in order to
be issued.

Mr. Garnett Genuis: Right, and I think there are problems in
other places for sure, but it stuck out to me that this particular per-
son, Boyan Gerasimov, was the director of policy to the minister of
procurement in the middle of the pandemic and that he is a McKin-
sey alum.

Madam Auditor General, in the time I have left, I note in your
report that 45% of the contracts examined lacked sufficient docu-
mentation to justify the need for a contract. So in almost half of the
cases of these contracts, there wasn't even evidence or sufficient ev-
idence that there was any reason for the contract to happen in the
first place, which is quite staggering in light of $200 million in con-
tracts.

Is there anything more you can share about that 45% figure and
what it reveals?

Ms. Karen Hogan: To me it reveals that, at the start, everyone
should be taking a step back before they enter into a procurement
process. You need to figure out if you are trying to fill a skills gap
that doesn't exist in the public service, whether you need additional
resources, or if you're just trying to get plurality of thought in trying
to get something outside the public service to compare to.

Once you've justified that, you make an estimate for what you
think you're willing to spend for that. Those are all requirements
that are in the procurement policies that exist now. Then you go out
and get a contract. I would expect that the default would be com-
petitive unless there's a justification for its being non-competitive.

® (1155)
The Chair: Thank you very much.

Mr. Bains, please, you have the floor.

Mr. Parm Bains (Steveston—Richmond East, Lib.): Thank
you, Mr. Chair.

Thank you, Madam Auditor General and your team, for this ma-
jor undertaking.

We have had the opportunity in this and other committees to look
at a number of contracts and the vast expanse of contracts out there
and how they're looked at, how they're done. We've had the oppor-
tunity to go back as far as 20 years. Some witnesses have indicated
that the procurement process hasn't really changed much.

Then there's also the issue of, I think, in some of your findings,
where there's a lot of familiarity amongst contractors and subcon-
tractors, and it may be something that has become practice, and the
familiarity may be a reason why things are overlooked. It's some-
thing we've seen. You've mentioned that there's a frequent disregard
of the rules applied, and some of it may be because of that.

You also talked about people moving around. The changing of
roles is very frequent, and there can be gaps. Is the work being
passed along to some other people who are just picking up a file,
not knowing what processes have been gone through and how to
verify those kinds of things? I'm looking at all of those challenges
that can happen in such a huge department where these responsibil-
ities occur.

With the question around PSPC suspending departments' and
agencies' delegated authority for professional services contracts in
November of last year while new procedures and training were put
in place, I'm not sure if you have had a chance to evaluate these
measures yet.

When do you believe we will get a sense of whether those are
working, those new measures that have been put in place?

Ms. Karen Hogan: I think you raised other possibilities for why
the behaviour we're seeing might be happening. I think that's why
the public service needs to take a step back and figure out what it is
about procurement rules that are driving the behaviours we're see-
ing.
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Regarding changes brought about after the audit period, I have
not had an opportunity to look at those. I believe removing the del-
egated authority of a department is one way to ensure that Public
Services and Procurement Canada can play a bigger challenge
function and a more important role in that department's procure-
ment strategy.

I expect they would be able to comment on how quickly they
will see improvements or changes with the new rules that are there.
One rule I really appreciate is where someone in charge of a pro-
curement has to certify that they've done certain key steps. For me,
that's the great reminder needed regarding the existing rules and
how they should be applied.

Mr. Parm Bains: Regarding the now-defunct national master
standing offer mechanism, the government is working on a replace-
ment for that. What are some of the characteristics you hope to see
in there?

Ms. Karen Hogan: I look back at what a national master stand-
ing offer is meant for. It's meant to provide a group of services that
are commonly purchased in a certain format. I guess I would call it
almost a vending machine. There are certain things you can get,
and you decide how often you want an item or how many you want.
I expect a national master standing offer list would be created
through a competitive process instead of a non-competitive process.

While both are allowed under the existing rules, I always default
to competition, which should bring about the best value for Canadi-
ans. When possible, that process should be run this way. I would
like to see that.

I would then hope that PSPC ensures none of the call-ups against
those national master standing offers include services outside of the
ones allowed for under the offer.

Mr. Parm Bains: You indicated that you didn't see any political

interference in these decisions and that the ultimate responsibility
should lie with the deputy heads of each department.

How can government simplify the process to provide account-
ability and also streamline the process?

® (1200)

Ms. Karen Hogan: Andrew responded before, but I'll expand on
the answer.

A deputy head is, through legislation, the accounting officer of
an organization and ultimately accountable for all of the decisions
made. This is delegated down through the organization. Everyone
who has delegated authority has training about what it means. |
think everyone needs to recognize that committing the government
to a contract and signing off on the use of public funds come with
accountability.

This has to be the culture throughout every organization—mak-
ing sure there is a prudent use of public funds.

The Chair: Thank you very much.

Mr. Brock, go ahead, please.

Mr. Larry Brock (Brantford—Brant, CPC): Thank you, Audi-
tor General and team, for your attendance.

I'm going to preface my questions with a comment.

Since you released your three reports last week, I've heard from
hundreds of Canadians who have expressed their profound disap-
pointment in this NDP-Liberal government, which, over the course
of almost nine years, has consistently demonstrated a lack of adher-
ence to basic procurement rules. To your point in this particular au-
dit, you focused on whether or not procurement—in this case, with
McKinsey—provided value for money for Canadians.

In your overall message, you indicate quite clearly that "Federal
contracting and procurement policies exist to ensure fairness, trans-
parency, and value for Canadians—but they only work if they are
followed." I'm hearing that the auditor is making recommendations
and department heads and organizations are saying, “Yes, we'll
agree to follow those recommendations.” However, they already
know what the rules are and they're not following them. Every au-
dit that I have been privy to from your office consistently shows a
pattern of disrespect for taxpayer monies.

The question to you is, how do you define “value for money”
from an auditor's perspective?

Ms. Karen Hogan: That's not always a simple question to an-
swer.

In this case, in paragraph 5.28, we listed elements that we were
searching for to demonstrate value for money. I would have told
you that value for money during the pandemic might have been
evaluated in a slightly different way than it should be evaluated in
the normal course of business.

However, we would have expected that departments clearly artic-
ulate the need for a contract, what the expected deliverables were,
whether all the deliverables were provided, and whether or not the
ultimate intent of that contract—the outcome—was achieved. For
more than half, we could not see one or more of those being
demonstrated.

Mr. Larry Brock: The Government of Canada has published on
its website that it must adhere to four fundamental principles of fi-
nancial management: value for money, accountability, transparency
and risk management. The Government of Canada previously de-
fined “value for money” as follows: “Public funds are managed
with prudence and probity, assets are safeguarded and resources are
used effectively, efficiently and economically to achieve depart-
mental and governmental objectives. It's a very specific definition.

I know that you indicated last week—and you've indicated this
numerous times—that your mandate is also to refer criminality,
should you suspect criminality, to the appropriate authorities. I be-
lieve you indicated, when a question was put to you, whether you
discovered any element of criminality.... I want to confirm a couple
of things. Your threshold for referrals is based on suspicion, and
suspicion only. Is that correct?
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Ms. Karen Hogan: It is very rare that we would refer something
to the RCMP or to law enforcement before our work is made pub-
lic, but we're always happy to talk to the RCMP once it's out there.
We have not made a referral in this case.

Mr. Larry Brock: Okay. Do you agree that the Government of
Canada holds its position as a trustee over public funds?

® (1205)
Ms. Karen Hogan: Do I agree that it holds its position?

Mr. Larry Brock: It performs the role of a trustee over public
funds. Do you agree with that statement?

Ms. Karen Hogan: I agree that it should be using public funds
in a way that brings the best value to Canadians, absolutely.

Mr. Larry Brock: Okay. You don't agree that they hold a trust
relationship with Canadians?

Ms. Karen Hogan: Well, absolutely. Every individual should
trust their government.

Mr. Larry Brock: Sure.

This brings me to a potential criminal charge of breach of trust
under section 336 of the Criminal Code, a straight indictable of-
fence punishable by a maximum of 14 years. The elements are
there such that, potentially, someone who made the decision to
favour McKinsey in a broad range of departments and Crown cor-
porations could be held liable for the actions they took.

Did you direct your mind at all to the potential that there should
be a breach-of-trust investigation by appropriate law enforcement?

The Chair: Please provide a very brief answer.

Mr. Andrew Hayes: Given the origin of this audit, we were
looking for whether or not there was direction or political interfer-
ence. We did not see it in this audit. If there had been a concern
around improper use of public funds in a way that could have been
criminal, we would have referred it to the RCMP.

Mr. Larry Brock: Do you agree with the delegation of authority,
though?

The Chair: I'm afraid that is your time, Mr. Brock.

Mr. Kusmierczyk.
Mr. Irek Kusmierczyk: Thank you, Mr. Chair.

Along the same lines of what my colleague has stated, we are ab-
solutely always concerned about making sure that public funds are
used appropriately, which is why we were so disappointed that the
Conservative Party was using tens of millions—if not hundreds of
millions—of dollars of public funds for political events, to pay for
the travel of themselves and their spouses to political caucuses,
which everyone knows is absolutely wrong. I just wanted to get that
on the record.

Ms. Hogan, we know how important the independence of your
office is to do your work. We know that it's important. This allows
your work to move forward unimpeded. Last week, the Conserva-
tives put forward a motion requiring your office to produce docu-
ments in your possession. How does ordering your office to do this
impact your ability to fulfill your mandate and conduct your audits?

Ms. Karen Hogan: Mr. Chair, I believe the member is referring
to the motion in the House that is, I think, being voted on later on
today.

In my view, including my office in that motion was unnecessary.
I made it clear last week that I would co-operate with the RCMP if
they felt it necessary to come to my office and ask for information.
We have a well-established procedure that has worked effectively
in the past, which includes their providing me with a production or-
der should they want to have access to my files. I believe the mo-
tion does impede my independence, in that I don't need to go
through the law clerk. I have a proven track record that I am co-
operative with and supportive of parliamentarians, and that I would
co-operate very swiftly with the RCMP if the need arose.

Mr. Irek Kusmierczyk: I very much appreciate your response.

Madam Auditor General, I just want to say that all of us here on
this side of the table so appreciate your work. We trust the work
you do. It's very important. I wanted to thank you for your time
here today at committee. We are listening very attentively to what
you are bringing forward here.

Unfortunately, my Conservative colleague across the way is
tweeting on social media as we speak and while you are giving
your testimony here, which I think shows you just how seriously—
or unseriously—they're taking your testimony today.

Madam Auditor General, you mentioned the fact that you looked
at 97 contracts. You only found one contract where there was any
ministerial involvement, and that's simply because the value of the
contract exceeded a certain threshold.

What percentage of the contracts you looked at had zero ministe-
rial or political involvement?

Ms. Karen Hogan: If it's one out of 97, I'm not a calculator, but
I'm going to say that almost 99% of those contracts did not involve
ministerial interference.

® (1210)

Mr. Irek Kusmierczyk: That is, 99% that did not have any min-
isterial involvement. I really do appreciate your providing that in-
formation for us. I do hope that information makes it to my Conser-
vative colleague's social media platform, because that is important
information to know.

You talked about what is driving the behaviour of public officials
and public servants. Why do some public officials keep going back
to the same well, or a certain company or a certain contract?

Ms. Karen Hogan: That's a difficult question to answer.
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I think we saw, in some of the contracts we reviewed, that they
felt that once one contract had been issued, McKinsey would then
have knowledge of the business, which then justified their being
more efficient and effective in future contracts. But I think that
could be said about any vendor. That's why I do believe that the
first requirement to determine exactly what you're hoping to ac-
complish with a procurement process is that it is well thought
through and well documented. Then you pick the most appropriate
tool that is available—and sometimes they are competitive and
sometimes they are not—to accomplish that outcome.

Mr. Irek Kusmierczyk: You mentioned the fact that the Depart-
ment of Natural Resources was one of the departments with a clean
bill of health. Are you able to tell us what they did well? In your
report, you talked about what the other departments did not do so
well. Do we know what Natural Resources Canada did well?

Ms. Karen Hogan: I'm going to give a really quick answer and
see if Nick wants to add anything, but I would say they followed
the rules well.

The Chair: That was my answer, Madam AG.

Mr. Swales, do you have a brief response?

Mr. Nicholas Swales: I have nothing specific to add beyond
that. That was what they did.

The Chair: We'll go to Mrs. Vignola.
[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

Ms. Hogan, I'd like to come back to two aspects you mentioned
earlier. You said that we sometimes need people from the private
sector to do a good comparative analysis. However, many of the
340,000 federal public servants come from the private sector. Why
aren't we using their expertise?

You also said that government has a great opportunity to learn.
But this isn't your first report on procurement issues, and others
have submitted some as well. Moreover, Canada's contracting his-
tory goes back a long way.

Why, over the years and decades, has Canada failed to resolve
recurring problems concerning procurement, such as those related
to the justification of decisions leading to the awarding of a con-
tract?

It amazes me that, after all these years and given all this experi-
ence, the government is still at the point where it doesn't justify its
decisions.

Could you explain this to us?

Ms. Karen Hogan: I, too, am a bit puzzled by this. In my opin-
ion, these are basic rules, and they should be followed in contract-
ing.

As for not using the expertise that exists in the public service, 1
think this is a pertinent question and the answer varies from one de-
partment or agency to another. Some follow the rules well, others
not so well. Examining just 97 contracts probably doesn't give a
good picture of the situation with regard to all of the decisions
made by the government.

There are many rules, and staff turnover is such that there should
always be training. At my office, training is given to anyone who
has to draw up a contract if they don't do it every day.

In fact, I encourage government departments and agencies to do
so0 too. You have to be on top of the rules, and you have to follow
them every day.

Mrs. Julie Vignola: Thank you.
[English]
The Chair: Thanks very much.

Mr. Bachrach, go ahead, please.
Mr. Taylor Bachrach: Thank you, Mr. Chair.

Ms. Hogan, in the four of the 28 contracts in which the process
appeared to be designed and implemented to favour McKinsey, I'm
wondering if your office could provide the committee with some
direction as to whom we might call before the committee to ask
about the reasons for those decisions.

® (1215)

Ms. Karen Hogan: I guess we could give you the names of the
departments that were involved in those and then....

Mr. Taylor Bachrach: It requires a bit of forensic work on our
part to figure out which individuals were actually involved. I think
getting to the bottom of the motivation is really a key step in order
to fix it.

Are all four of them McKinsey alum? Do any of the four of them
actually understand the rules that they were supposed to be follow-
ing?

These are all questions that are probably relevant to trying to
plug the hole in the ship.

Is that information that your office can provide?

Ms. Karen Hogan: Mr. Chair, we can provide the departments
involved in those four contracts and the dates of those four con-
tracts.

One of my previous comments was that there are 97 here and
there are probably 97 unique differences. That's something to bear
in mind as you go through this. Every contract has some uniqueness
or some story around it.

Mr. Taylor Bachrach: You made a comment about having a
checklist, essentially, and having each individual who's responsible
for the procurement process go through a checklist and make an at-
testation that they followed all the required steps.

It seems like such a simple fix. I find it a bit bewildering that
these individuals, some of whom are paid hundreds of thousands of
dollars to ensure that the public gets value for money and that all
the rules are followed, need a checklist to make sure they didn't
skip any steps. It seems like they're not even aware the steps exist.

If the fix is so simple as a checklist, why wasn't this done years
ago?
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Ms. Karen Hogan: The comment I made is one that was actual-
ly just implemented, I believe, by Treasury Board. It was an an-
nouncement that those were some of the strengths brought to the
procurement process.

I think that reflects on the complexity of all the rules that exist.
It's not just Treasury Board policies. There are trade agreements.
There are so many things that need to be factored into a procure-
ment process that it does require, at times, a bit of an aide-mémoire,
especially if it's not something that you do every day.

That's why I would encourage every organization to make sure
they involve their own procurement branch in addition to Public
Services and Procurement Canada, if needed.

[Translation]

The Vice-Chair (Mrs. Julie Vignola): Thank you very much,
Ms. Hogan.

Ms. Kusie, you now have the floor for five minutes.

Mrs. Stephanie Kusie: Thank you very much, Madam Chair.
[English]

I'm going to go back to the national master standing offers.

A national master standing offer was granted to McKinsey in
2021 in a non-competitive process. This was not properly justified
and ended up costing a total of $42.4 million. The call-ups issued
under the unjustified offer were also unjustified.

How does the justification process need to be reformed to ensure
competitive processes are honoured?

Ms. Karen Hogan: I think one point to clarify here is that the
national master standing offer was done in a non-competitive way.
While Public Services and Procurement Canada provided a justifi-
cation, we felt it was rather weak. Then the next step is where [
think confusion existed: when there were 19 call-ups against the na-
tional master standing offer.

I think the organizations felt that they were using a procurement
vehicle that was at their disposal and that they didn't need to justify
why they were using that vehicle. However, when you realize that it
is the first time a contract is being issued between the government
and McKinsey, the non-competitive contracting rules kick in, and
there should have been a well-documented rationale for that nation-
al master standing offer versus another.

Mrs. Stephanie Kusie: Why do you think some departments are
capable of contracting according to government standards but Pub-
lic Services and Procurement Canada, the body in charge of pro-
curement, seems to struggle in this area?

Ms. Karen Hogan: Public Services and Procurement Canada is-
sues many contracts. They were not involved in all 97 here, but we
found that they could have done a better job of challenging. I think
that's one of the big questions that the public service needs to ask
itself: What is it about the rules that's causing this behaviour?

The rules, in my view, are rather clear. While there are many,
they are rather clear.
® (1220)

Mrs. Stephanie Kusie: Clearly, it's the government.

Why was a minister's signature required for a $5-million contract
but not for any of the other massive contracts that were granted to
McKinsey?

Ms. Karen Hogan: In the case where the minister was involved,
the contract was being issued on a non-competitive basis. There's a
certain threshold at which the public service can no longer autho-
rize a non-competitive contract—I think it's $4.5 million—which is
why a minister needed to be involved. It was because it was non-
competitive versus competitive.

Mrs. Stephanie Kusie: The justification provided was chal-
lenged by procurement officials before the minister signed off and
agreed to the call-up.

Is it concerning that a minister personally signed a contract that
her own officials challenged? Have you seen this elsewhere?

Ms. Karen Hogan: I'm going to see if Nicholas wants to add
something here, but it's my understanding that the minister did not
actually sign the contract. The minister just provided the authority
to exceed the limit allowed by the public service.

He's nodding in agreement.

Mrs. Stephanie Kusie: I'll turn to contract chains now.

A practice you discovered is that a small, non-competitive con-
tract would be granted to a department, as it fell below the thresh-
old that requires a competitive process. Once this contract was
awarded, departments would argue that future contracts had to be
done through McKinsey as it had already begun the work.

How common is this practice across government departments?

Ms. Karen Hogan: I don't think I can answer how common it is
across all the government departments. We saw, in this case, out of
the 97 contracts, four chains. Those four chains involved 30 of the
97 contracts, but I'm not sure that this can be extrapolated across all
government contracts.

Mrs. Stephanie Kusie: Should small contracts have rules about
future contracting?

Ms. Karen Hogan: I think it then comes back down to what was
supposed to be the bigger, broader procurement process. It comes
back to that initial question of what the need was that they were try-
ing to meet or the service that they were trying to get, and then fig-
uring out the right procurement process. I believe that the way these
chains were structured did not favour value for money and likely
limited competition.

If you give Andrew a couple of seconds, he might like to add
something.

Mr. Andrew Hayes: It doesn't make sense to us that a small-dol-
lar-value contract would be the basis upon which you could exer-
cise a future justification for a non-competitive contract—for exam-
ple, that it's not in the public interest to compete for it when it's on-
ly been a minor, small amount of investment at that point in time.
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Mrs. Stephanie Kusie: So, there's nothing in place currently that
prevents these types of contracting chains.

Mr. Andrew Hayes: We would consider those kinds of justifica-
tions to be weak. They shouldn't be the reason for proceeding with
a non-competitive contract in those cases. The rules are clear, but
the application is where it falls down.

Mrs. Stephanie Kusie: Thank you.
The Chair: Thanks.

Mr. Sousa, please.

Mr. Charles Sousa (Mississauga—Lakeshore, Lib.): Thank
you, Mr. Chair.

Thank you for being here and providing your comments on the
report, as well as on other reports.

I think it's important to state that this is not something new. This
is not something that's unique. You've had a number of opportuni-
ties to review procurement, to review the status of some of the
work that's being done across the board, not just with McKinsey.
You've made some great recommendations thus far.

Has the government adopted the recommendations that you've
made up to this point?

Ms. Karen Hogan: If you mean over the years that my office
has done procurement audits, absolutely they have adopted them. In
this case, I only issued one recommendation because I felt that the
procurement ombud and the comptroller general, and the internal
audit shops, who had done work from March 2023 until very re-
cently, had addressed all of the other concerns. However, I just
want to reiterate that I don't think it's about creating more rules; I
think it's about understanding the existing rules and why they're not
being applied.

Mr. Charles Sousa: What I'm getting at is that there is a great
desire and concern by government and I believe, too, those civil
servants—who have done an extraordinary job on many contracts
beyond just the ones you've seen—to ensure that transparency and
integrity and fairness is built into the system. Do you have any
doubt that they're not co-operating or they would not like to see
things improve?

Ms. Karen Hogan: I think throughout any audit that we have,
and especially recently where we've looked at procurements, the
public servants who are in the actual procurement groups across the
federal public service take such pride in the work they do and the
advice they try to give. I don't believe here that this was done in an
intentional way, and that's why I say it's important for the public
service to sit back and understand what's driving the behaviour
we're seeing.

® (1225)

Mr. Charles Sousa: I think that is what I'm trying to reinforce.
Obviously, there's a narrative here of some nefarious activity—peo-
ple are taking favours, whatever that is. I want to make it certain
that there was no criminality here. Did any three of you see any
criminal activity? Were there issues of nefarious activity? Explain
to me if you see any interference in the system.

Ms. Karen Hogan: We did not see anything that rose to the level
that we felt we should raise concerns to the RCMP. However, I am

not law enforcement. They are welcome to read my report and
come to talk to us about any of the examples that we provided.

Mr. Charles Sousa: This committee wants to make certain that
there is no activity as such. We want to make certain that there is no
coordinated effort. We want to make certain that every step is being
taken to provide fairness and transparency to the system. The gov-
ernment's adopting recommendations and enacting some of the sug-
gestions being made, and a pandemic happened, which also took
things off the rails.

There's a lot of work and lots of issues. However, were there
criminal activities? Were there any elected officials who were inter-
fering?

With regard to the members on the opposite side, I know that
even a leader of the opposition in the past stood to support one of
his ministers who was charged or subject to a conflict of interest in-
vestigation during a procurement in.... I believe it was the minister
representing Parry Sound—Muskoka at the time. We have to make
certain that doesn't repeat. We want to make certain there is no sug-
gestion of such.

Mr. Garnett Genuis: [ have a point of order, Chair.
The Chair: I'll stop the clock. Go ahead, sir.

Mr. Garnett Genuis: It seems the member for gas plants is just
making things up.

An hon. member: Oh, oh!

The Chair: First of all, before you continue, let's not use such
stuff.

Continue, please.

Mr. Charles Sousa: Mr. Chair, I'm trying to ensure that there is
integrity, transparency and fairness. I'm not looking at accusing
anyone. I'm just making certain that people are operating effective-
ly and that those proper steps are being taken.

Ms. Karen Hogan: I'm not sure what more I could offer than
from my previous questions. We did not see ministerial interference
in any of the contracts. The review of these 97 contracts did not
raise concerns that we felt were of a nature that we should refer to
the RCMP. This is a question of understanding the rigour that is
needed around Government of Canada procurements to demon-
strate value for money to Canadians.

Mr. Charles Sousa: How many contracts exist beyond just the
McKinsey ones? What's the size and scope relative to what you've
reviewed versus what actually happened?

Ms. Karen Hogan: I think it's important to highlight that we
looked at just the professional services that would have fallen under
the types of services that McKinsey could provide. We've included
some graphs in our report that we thought would help give a sense
of where the McKinsey contracts fit in the bigger, broader Govern-
ment of Canada procurement of professional services.

Over the 12 years that we looked at, the government spent
about $68 billion on professional services, $200 million or so of
that was McKinsey, which represented 0.27% of what was spent on
procurement.
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That's why when we see that there was a frequent disregard of
the rules for McKinsey, we don't believe that it's reasonable to as-
sume it's limited to just them. It is likely that it's time to remind all
public servants involved in procurement about what the rules are
and why they're there, so they can be followed, and that documen-
tation will exist to demonstrate that probity and prudence use of
public funds was present.

The Chair: Thank you very much.

Mrs. Block, go ahead, please.
Mrs. Kelly Block: Thank you, Chair.

To be really clear, this report was initiated by the revelation of
the sudden sharp increase in the amount that McKinsey received in
contracts once this Liberal government took power. I'll reiterate that
from 2011 to 2015, McKinsey received $8.6 million in contracts.
From 2015 onwards, under this Liberal government, they re-
ceived $191 million, a much higher number than was previously re-
ported. While I agree that it is perhaps a bellwether of what is hap-
pening across departments writ large when it comes to blatant dis-
regard for the rules when it comes to contracting, we did see a very
sharp increase in contracts to one individual company.

Prior to this audit, we found out there was a personal connection
between McKinsey and the Liberals. In fact, it was Dominic Bar-
ton, the head of McKinsey, who was the brain behind the creation
of the Canada Infrastructure Bank. You found in your audit that the
Canada Infrastructure Bank gave two contracts to McKinsey with
no evaluation criteria in the request for bids or in those evaluations.

Did the Canada Infrastructure Bank have any explanation for
this?

® (1230)

Ms. Karen Hogan: I'm going to have to ask Nick if he can pro-
vide some additional details on that.

Mr. Nicholas Swales: The scenarios they were working with get
a bit complicated. Sometimes RFPs contain provisions such that
they don't necessarily have to follow very precisely the evaluation
structure that they set up. That was the case with these ones in the
competitive realm. Our concern was that this was not well docu-
mented.

Mrs. Kelly Block: Thank you very much.

You also raised some serious privacy and security concerns in
your audit. You found that in one case, IRCC gave five contractors
without the proper security clearances access to its network.

What sort of information would these contractors have had ac-
cess to on IRCC's network? Would it have included sensitive per-
sonal information of Canadians?

Also, what other instances were there of contractors doing work
or being given access to sensitive information without the proper
security clearances?

Were there other departments?

Ms. Karen Hogan: When it came to the issue with Immigration,
Refugee and Citizenship Canada, I actually spoke with the deputy
minister myself. He assured me that the individuals in question
didn't access anyone's personal information. I would have been

concerned around applications from individuals seeking either resi-
dency or work permits here in Canada.

When we looked at the security, we found that in the contracts
that we sampled, there were 17 that required security clearances in
order for the work to be done. We recognize that this is only in the
contracts from the departments and agencies, because that's where
the government security policy kicks in. We found that about 76%
of them couldn't demonstrate to us that the individuals who were
going to do the work had the required clearances before that work
began. That is very concerning. It doesn't mean they didn't have a
clearance, but it means that the individuals managing the procure-
ment process did not have that on file and had not done that work,
and that is a requirement. That is an important rule that really
should have been followed.

Mrs. Kelly Block: Thank you very much.
The Chair: Mr. Bains, go ahead, please.

Mr. Parm Bains: Thank you, Mr. Chair.

I'm going to just go into your work with the Office of the Pro-
curement Ombud.

In addition to the internal reviews by departments, agencies and
some Crown corporations, your office and the Office of the Pro-
curement Ombud each published reports on federal contracts
awarded to McKinsey.

How did you work with the Procurement Ombud for this report?

Ms. Karen Hogan: I'm sorry, but I might see if Nick wants to
add anything.

We did not work with the Procurement Ombud. We were aware
of each other's reviews. We were both responding to requests for
work. Mine was from a unanimous motion from the House of Com-
mons, and his was from a different source. He looks at very specific
compliance with procurement rules, and then we were able to bring
in the Crowns. We were the first organization able to bring in the
Crowns since no one else could look at the Crowns.

Our findings were very similar, and that's why we outlined some
of the recommendations coming out of the Procurement Ombud as
well as the internal audit shops. That's why we didn't repeat any
recommendations. We felt that answers had already been provided.

Nick, I don't know if you want to expand at all on how you inter-
acted with the Procurement Ombud.

Mr. Nicholas Swales: I would just add that we did talk to them
frequently as they were drawing their conclusions, and they provid-
ed us with information about what they were seeing in individual
contracts, which we then verified against the information we had to
ensure that we had the same understanding of the situation.
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® (1235)

Mr. Parm Bains: Then with the respective mandates ultimately,
instead of differentiating things, they were able to find similarities.
In your opinion, was it valuable to have two arm's-length offices re-
port on the same topic? Why or why not?

Ms. Karen Hogan: What I would tell you is that you actually
had many independent parties reporting on this. The comptroller
general would have asked all of the internal audit shops to do work.
Where we could, we relied on that work and used some of it.

Then you would have had the procurement ombuds, and then
there was my office. I think the uniqueness I was able to bring was
that I was the only organization that looked at determining whether
value for money had been achieved, but then I am also the only one
allowed to audit the Crown corporations, and I was able to bring
them into the story. Up until then, it was just departments and agen-
cies.

Mr. Parm Bains: You indicated there were three or many. Were
there other offices involved?

Ms. Karen Hogan: The comptroller general reached out to all
10 departments and agencies that indicated they had contracts with
McKinsey & Company and provided them with an audit program
that the internal audit shop had to, at a minimum, carry out, in addi-
tion to whatever other work they may have wanted to do around the
procurement process. Every department's internal audit shop is sup-
posed to be independent of the organization and reports directly to
the deputy head on what they find when they do audit work within
the department or agency.

Mr. Parm Bains: Therefore, we can be assured that this process
was quite thorough.

Ms. Karen Hogan: I can tell you for sure that our process was
quite thorough. We did review some of the work of the internal au-
dit shops and relied on some of their work. Some of the work was
excellent, and we were able to use it and add to it where we needed
to when it came to determining value for money.

Mr. Parm Bains: I'm going to point to just one area. Noting that
the other reviews had provided recommendations with similar
themes, which you support, your report makes a single recommen-
dation “in the area of conflicts of interest that [you] believe was not
addressed by previous recommendations.”

In your view, why might reviews conducted internally or by the
procurement ombud not include recommendations addressing con-
flict of interest?

Ms. Karen Hogan: Perhaps they weren't looking for it. Howev-
er, in my view, given the renewed conversation about values, ethics
and conflict of interest across the public service, I felt it was impor-
tant to ensure that conflicts of interest were well managed, especial-
ly when I recognize the source of the motion that was passed in the
House for me to do this work.

We felt there was an area where we saw some of the Crown cor-
porations just doing a really good, proactive job at self-declaring on
whether the processes were competitive or non-competitive when it
came to conflicts of interest, whereas the public service was relying
on the annual declaration.

I felt that was a gap and that it was important to close that gap,
because making sure everyone involved in the procurement process
has thought through whether they may be in a real or perceived po-
sition of conflict of interest was important to ensure the fairness of
procurement processes.

The Chair: Thank you very much.

Mrs. Vignola, please.
[Translation]

Mrs. Julie Vignola: Thank you, Mr. Chair.

Ms. Hogan, you said that 45% of the contracts awarded to McK-
insey were missing one or more justifications. Let's apply a propor-
tionality lens. If memory serves, the Government of Canada awards
about 400,000 contracts a year. So, 45% of 400,000 contracts repre-
sents 180,000 contracts that might not have justifications.

Can such an extrapolation be made from the sample used to ex-
amine contracts awarded to GC Strategies and others?

Ms. Karen Hogan: I'll just clarify the percentage issue.

We used a sample consisting of 33 contracts out of the 97 con-
tracts in question. This was a sampling for statistical purposes.

Indeed, you could extrapolate from professional services con-
tracts. That said, I think it is important to make it clear that compar-
isons should be made based on the same population.

So, 58% of contracts had one or more shortcomings. In 85% of
cases, there was a missing explanation, namely why the contract
had been awarded.

I know I'm talking a lot about percentages, but I think it's impor-
tant to clarify things. More than half of the contracts had one or
more issues, making it impossible for us to determine whether val-
ue had actually been received in relation to funds spent.

® (1240)

Mrs. Julie Vignola: Thank you.

There's something else that concerns me. Earlier we were talking
about accountability. The same principle could provoke, in civil
servants or high-ranking people, the fear of being rapped on the
knuckles, or even engender a fear of change.

Does “threatening” staff, sometimes indirectly, with reprisals for
every little mistake that might be made explain this fear regarding
accountability?

Ms. Karen Hogan: That's an excellent question.

There are a lot of individuals who talk to our teams during au-
dits. I admit that some of them are sometimes afraid of reprisals.
From time to time, they are a little worried when they share infor-
mation with us, but they know that we will really take their fears
into account. I'm grateful for the commitment officials show when
they come to talk to us during our audits.
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That said, I think there are a number of reasons why the rules
might not be followed. It's really up to each department, agency and
Crown corporation to determine what the culture is within the orga-
nization and find out why the rules aren't being followed properly.

Mrs. Julie Vignola: Thank you.
[English]
The Chair: Thank you.

Mr. Bachrach, go ahead, please.
Mr. Taylor Bachrach: Thank you, Mr. Chair.

Ms. Hogan, one of the more troubling things included in your re-
port is this piece about the use of Crown corporations as proxies.

You've noted that for one contract that was issued by the Canada
Development Investment Corporation at the request of the Depart-
ment of Finance, “the department's approach raises the perception
that it used the Crown corporation as a proxy to avoid the public
service's competitive procurement requirements.”

What requirements might they have been trying to avoid?

Ms. Karen Hogan: This is one of those complex situations. As I
said, there were 97 contracts with almost 97 different situations.

CDEYV provides advice to the Department of Finance. That is one
of their raisons d'étre. We found that the Department of Finance
was very involved in a procurement process when they typically
would not have been. They provided a statement of work. They
were part of the evaluation committee. That perception is one that
made it look like they were trying to avoid certain rules.

In the Crown's case, a competitive process would have just been
to ask three different vendors for bids. In the federal department's
case, this would have involved a much lengthier process of having
the contract available for all Canadians to bid on and then doing an
evaluation of all of those bids.

It's likely faster to only have to go to three vendors, then evaluate
the bids received and issue the contract.

Mr. Taylor Bachrach: Given the perception that this was done
to avoid a more rigorous procurement process and more rigorous
rules, what can be done to prevent that from happening?

Assuming that the more rigorous process is in the public interest,
I'm wondering if the steps the government has taken to strengthen
procurement addressed this specific situation that you've raised
here.

Ms. Karen Hogan: I can tell you that I spoke with both the head
of CDEV and the deputy minister of finance about this situation
specifically.

Some of our concerns were that the Department of Finance
should have been further withdrawn. They didn't need to provide
the statement of work and they didn't need to direct them to go get
a contract to get advice.

They could have said, “We need advice on a certain topic; can
you provide it to us?”” and then left the Crown to determine the best
way to get access to that.

That perception of being a little more involved is the one that we
questioned here.

The Chair: Thanks, Mr. Bachrach.

Mr. Genuis, you have five minutes, please.

Mr. Garnett Genuis: Thank you, Mr. Chair.

Madam Auditor General, summarizing your report here on McK-
insey contracting with this current NDP-Liberal government, your
frustration seems to kind of exude through the pages in a few ways.

I note, for instance, that on the recommendation side, you basi-
cally said that many of the recommendations you've made on previ-
ous reports would have relevance to this report, so you're not going
to repeat them. Fixing the problem is a simple matter of adhering to
the rules. You noted that it's not complicated; there are rules in
place and the rules are just not being followed.

It highlights the fact that pointing out the problems is one thing,
but the government has to actually be serious about implementing
the solutions.

It's frustrating for me to hear the discourse in response to your
reports. It's always very deferential, publicly, from the government,
saying that they listened and they thank the Auditor General for her
work, etc. Then there is a failure to implement the basic solutions
and we have a situation where you have a report coming back say-
ing, essentially, that you don't need to repeat yourself; refer to pre-
vious reports for recommendations that would have addressed
many of these problems.

What can be done to get at this core issue of governments paying
lip service to recommendations you've made, but then not taking
the implementation seriously?

® (1245)

Ms. Karen Hogan: [ have a small point of clarification to make.

In this report, I wasn't referring to our previous recommendations
but to those the procurement ombuds recently issued, as well as the
internal audit departments and the comptroller general.

When it comes to following the recommendations we give and
actually implementing them.... I wish I had the solution, because
we often hear, “Yes, we agree”, then don't see action. However, |
have to say that, following ArriveCAN and throughout this audit,
we saw that Treasury Board and Public Services and Procurement
Canada were already making changes, so that's a positive.

What I'm hoping we'll see, going forward, is that it isn't just a
“one and done”—that there is recognition that reminders about pro-
curement rules should happen on a regular basis. That's why I be-
lieve every organization needs to make sure they have better moni-
toring or a better quality control system over all of this. While the
rules may be confusing at times, they are very clear. It's how they're
applied and documented that should be improved.
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Mr. Garnett Genuis: Yes. It is frustrating, I think, for many
Canadians that, after nine years of this government, the simple mat-
ter of having to follow the rules.... The rules aren't being followed,
and improvement is characterized by saying, “Okay, well, we're go-
ing to work harder to follow the existing rules.” We're not even
talking about existing rules being inadequate. We're talking about a
failure to adhere to the rules.

I am going to pass the time I have left over to Mrs. Kusie.

Thanks.
Mrs. Stephanie Kusie: Thank you very much, Mr. Chair.

Thank you very much, Auditor General.

Again, given this damning report, Mr. Chair, I'm going to launch
into a motion that I've submitted to the clerk.

[Translation]

This motion has been drafted in both official languages.
[English]

It's evident that more needs to be uncovered after this report,
which determined there was frequent disregard for the rules of con-
tracting. Again, we see the same players being complicit, with 70%
of contracts—$118 million—being non-competitive; four out of 28
contracts being designed to suit McKinsey; 10 out of 28 contracts
not having enough documentation; 17 out of 20 departments failing
to meet these requirements; 18 out of 19 contracts being off the na-
tional master standing offer list; 76% of contracts not having good
enough justification; 13 out of 17 contractors not having the correct
security clearance requirements; six out of 23 departments—that's
22%—not receiving all of the deliverables; and, as I said, only 29%
of contracts being done through a competitive process.

In addition to this motion, which I'm putting forward, Mr. Chair,
we see these incredible amounts. Immigration, Refugees and Citi-
zenship Canada had close to $25 million for two contracts. National
Defence had almost $26 million over 15 contracts. Public Services
and Procurement had more than $26 million over three contracts—I
will say that my counterpart, the President of Treasury Board, has
her fingerprints all over this, Mr. Chair. The Business Development
Bank of Canada.... Crown corporations, which were just brought
up, had 11 contracts for close to $22 million. Canada Post, which
we had here in this committee recently, had almost $27 million over
14 contracts. The Public Sector Pension Investment Board had
over $14 million in over 18 contracts awarded. There was a single
contract, Mr. Chair, awarded to Trans Mountain Corporation. As an
Albertan, I'm not surprised by this at all.

With that, I will get into the wording of the contract. Mr. Chair, 1
will read it into the record in English.

® (1250)
The Chair: Can I interrupt before you do?

I think we will, because of the time, excuse our witnesses. I don't
foresee our getting to the next round.

Thank you, as always, Mr. Hayes, AG Hogan, Mr. Swales and
Mr. Mariani. It's always a pleasure to have you with us.

Thanks very much.

Mrs. Stephanie Kusie: Thank you very much.

The motion reads:

That in relation to the committee’s study of federal government consulting con-
tracts awarded to McKinsey & Company, the committee invite to appear:

Dominic Barton, former Global Managing Partner of McKinsey
Bob Sternfels, current Global Managing Partner of McKinsey

Boyan Gerasimov, former Engagement Manager of McKinsey & former Direc-
tor of Policy to the Minister of Public Services and Procurement Canada

The McKinsey Canada officials responsible for securing government contracts
The President of the Treasury Board and departmental officials

The Minister of Public Service and Procurement and departmental officials
Department of National Defence officials

Department of Immigration officials

Business Development Bank of Canada officials

Export Development Canada officials

Public Sector Pension Investment Board officials

Trans Mountain Corporation executives

Canada Infrastructure Bank officials.

As I said, Mr. Chair, we have just seen a damning report deliv-
ered by the Auditor General here this last week, and we must un-
cover more. Even she did not have the answers for us today. Even
she said we need to have more information in an effort to both
solve the incompetence and further explore the cozy relationship
between the Liberal government and McKinsey.

We need to get to the bottom of this. With that, I am putting for-
ward and moving this motion today, which calls these witnesses, in
an effort to do that.

Mr. Chair, thank you very much.

The Chair: Thank you.
We'll start debate.

I have Mr. Kusmierczyk and then Mr. Genuis.

Mr. Irek Kusmierczyk: Thank you, Mr. Chair.

Everyone around this table takes this issue incredibly seriously.
We asked the Auditor General to come here and to provide testimo-
ny today of her exceptional work. We're very grateful for the work
that she and her team brought forward. This is obviously a serious
issue.
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We absolutely want to strengthen accountability for our public
service and our public officials in their day-to-day work, to see
compliance with procurement rules strengthened and to see im-
provements made to quality control in the work that our public ser-
vants do. We want to see, above all—which is something, again, a
common theme we see.... Whether it's the Auditor General's or the
procurement ombudsman's report, the thread that has connected all
of those investigations and analyses is that we need to drastically
improve documentation: “Documentation, documentation, docu-
mentation,” is the thread and the theme that, really, is being repeat-
ed over and over throughout these analyses.

However, what we heard today loud and clear from the Auditor
General is that 99% of the contracts that were studied had no politi-
cal involvement whatsoever. There were 97 contracts that the Audi-
tor General looked at. We asked the Auditor General point-blank,
“Out of the 97 contracts, how many had political involvement?”
The Auditor General clearly stated that there was only one out of
97 that had ministerial involvement, because the contract in that
case met a certain threshold such that it was required. Ninety-nine
per cent had no political involvement, which means no ministers,
members of Parliament or elected officials were involved. This is
an issue within the unelected public service and the public sector.

Again, compliance with procurement rules, improving quality
control and documentation, these are the tasks eternal for the public
service. This is an ongoing eternal task, not only for every public
servant in Canada, but this is the challenge and struggle that every
public service in the world faces.

The question before us is, what can we do? How do we help our
public servants be the best they possibly can be and deliver the best
service they possibly can? How do they maintain the rigour that is
required of their work? How do they maintain the highest profes-
sionalism? That's the fundamental question. It's not a question of
politics. It's a question of professionalism—public service profes-
sionalism. How do we help our public servants make sure they
meet and exceed the highest level of public service professional-
ism? That's what this is about, and this is what this conversation is
about.

Now, my experience working alongside public servants is that
they are incredibly dedicated people...the highest professionalism.
They are dedicated. They are professional. They take their work ex-
tremely seriously. They take the integrity of their work and their of-
fice extremely seriously. We saw that especially during the trying
times of COVID and the pandemic. These are unheralded heroes
who often worked behind the scenes, out of the limelight, for long
hours and long weekends to help get this country through the pan-
demic and COVID. These are exceptional professionals, and the
question before us is, again, how do we help them?

® (1255)

How do we help our public servants, our unelected public offi-
cials, maintain the highest vigour and rigour of the highest stan-
dards of professionalism? That's what this is about. This is what we
heard the Auditor General say over and over: that there was no
malfeasance. There was no type of untoward motivation, but there
were gaps. There were gaps in the systems that do absolutely need
to be addressed, because, again, we heard today as well that the

federal government procures billions—tens of billions—of dollars
of goods and services every single year, hundreds of thousands of
contracts...I think I heard it's 400,000 contracts every year.

It is important—it is critical—that we have the proper airtight
systems in place to make sure that Canadians are getting the best
value for money, that every dollar is spent wisely. At the same time,
we need that proper documentation to be able to show our work, to
be able to show the work of our public servants, I should say, so
that when there are mistakes that are made, we can learn from them
and also, so that we can—again—take the necessary lessons from
them and learn best practices from them. That's absolutely impor-
tant.

Value for money is absolutely critical, but we also know for sure
that in those instances where someone does do something that's un-
toward, we can hold them accountable. We can hold them account-
able, and that is something that is absolutely critical, but we heard
loud and clear today from the Auditor General.... It couldn't be
more clear. The Auditor General looked at 97 contracts within 10
departments and within 10 Crown agencies and found that, out of
the 97 contracts, there was zero involvement from elected officials,
zero involvement from ministers, from members of Parliament,
from elected officials...except for one. Ninety-eight point nine per
cent—99% —of contracts that they looked at had zero ministerial or
political interference, so this was an issue...this is an issue that is
within our public service, and we need to find out how we help our
public service to be the best version of themselves that they possi-
bly absolutely can be.

What we heard today, on top of all that—the Auditor General
was absolutely clear—is that the rules already exist. The rules al-
ready exist. The framework of accountability and the framework of
rules and systems already exist. This is what we heard, but what
needs to change is that the departments need to make sure...the
deputy ministers, the unelected officials, need to make sure the
rules are being followed. We heard today that there are varying de-
grees of compliance with those rules. Some departments are better
than others. We need to make sure. How do we follow the leaders
and not the laggards? How do we make sure that the best practices
are adhered to by every public official and every department?

We heard that Natural Resources is a department that had a clean
sheet, a clean bill of health, from the Auditor General. What do
they do that's different and that other departments and Crown agen-
cies need to emulate to make sure they're doing the right things?
This is important, but that change, that culture change, is the re-
sponsibility of the unelected public service, and bringing that to
bear is absolutely important. It is something that is important to us
as elected officials to make sure there is accountability in that sys-
tem, but as the Auditor General said, the rules exist. The account-
ability framework exists. It's a matter of departments and Crown
agencies following those rules, which is what is important.
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In this conversation, we also learned about the complexity that
public servants have to deal with and about the need to balance....
Again, it's not about creating more red tape. We're doing a red tape
reduction study in this committee. It's not about creating more rules
or more red tape. It is about balancing the need for accountability
100%, but balancing that with the need for efficiency to make sure
that decisions can be made in a manner that is responsible and ac-
countable but also efficient so that the work of government can
continue and Canadians can receive the service they require.

That's where we should be taking this next step as a committee.
We heard it loud and clear. The Auditor General pointed us in the
right direction, which is the need to speak with officials, the need to
for us to work with officials and with public servants to find out
how we can help them do their work. That's something that is im-
portant.

We asked the Auditor General what was driving this behaviour.
Why are unelected public servants taking these shortcuts—not pro-
viding the proper documentation, not providing the proper quality
control and not following the proper procurement rules? The Audi-
tor General stated that it's likely related to to public servants either
not understanding the rules fully—perhaps being overwhelmed by
the complexity and the sheer number of all the rules—or, again, it's
simply that those rules need to be reinforced, repeated and in-
grained in the culture of those particular public servants.

That's what we heard in the testimony today. We had some great
questions that were asked around the table. I'd be curious to find
out how we can deploy technology, perhaps, to help the public ser-
vice. I'm thinking of, for example, Al, which is able to deal with
complex systems and complex situations to help public servants
make sure that they're referring to a checklist of things, items that
need to be conducted for every procurement, no matter how small
or how large. We asked questions about why some public officials
go back to the same well, go back to the same companies. What are
some of the risks we open the door to when we have these chains of
non-competitive contracts? That elevates, obviously, the risk ele-
ment for those types of decisions.

It seems like sometimes public servants simply get into a
rhythm—I don't know if that's even the word for it—or a habit.
They go back to the same companies time and again. How do we
challenge that? As the overseer of the procurement process, how
does PSPC deploy its challenge function? This is something we al-
so heard today.

We know that the departments are ultimately responsible. We
know that the officials are ultimately responsible for making those
decisions, and we know that public servants make those decisions
within those departments, but how does PSPC utilize its challenge
function to effectively put a brake on a particular procurement that
it finds troubling and to basically say, “No, no, go back to the draw-
ing board, IRCC” or “Go back to the drawing board, CBSA, you
need to do this. You haven't fulfilled tasks A, B and C.” That's an-
other question. How do we strengthen the oversight role of PSPC
but do that without grinding the work of government to a standstill?
I think that's the critical element here.

® (1305)

We're trying to balance the need for accountability, the need for
having checks and balances, and the need for efficiency to not slow
down the process of government, because, again, the decisions that
are being made here impact Canadians, whether in terms of procur-
ing PPE, procuring vaccines during COVID, procuring infrastruc-
ture investments to strengthen infrastructure, or making sure that
benefits delivery modernization is moving forward so that Canadi-
ans and seniors can get their OAS paycheques and their GIS, so
students can get their student loans, and so on and so forth. Canadi-
ans depend on a well-functioning government.

How do we balance that need for accountability with making
sure that we're not adding unnecessary red tape? The Auditor Gen-
eral had an answer to that as well: We don't need new rules. What
we need is for unelected officials, for public servants, to follow the
rules that currently exist. That is something that is absolutely criti-
cal.

I'm looking at this motion that is here before us and I just had a
chance now to really read through it. The member calls for folks
that the Auditor General has already stated have absolutely nothing
to do with the issue of these contracts, including Dominic Barton—
my goodness. Everything the Auditor General, everything the Pro-
curement Ombud and everything every other agency that has
looked at this has said is that this is not about politics. This is not
about partisanship. This is not about any type of friendships. This is
simply about public servants, unelected public servants, not follow-
ing the proper rules to the full extent. That is what this is about.

To call the President of the Treasury Board, a minister, and to
call the minister of public services here when we have heard time
and again today that 96 out of the 97 contracts had absolutely zero
political involvement whatsoever—this is what we're talking about
here.

1 would rather that we as a committee take the next steps, be log-
ical about this and avoid trying to create what I would say is a cir-
cus around this. We should do the work of this committee, and the
next steps should be more focused and more surgical about what
the next step in the work of this committee is. I think that's what's
important here and that's what I'm interested in doing.

We absolutely want to strengthen the processes of our unelected
public officials here. We absolutely want to strengthen compliance
with procurement rules. We want to improve quality control. We
want to improve documentation. That really is the gap. When you
read all of the reports of the Procurement Ombud and the Auditor
General, that is what they are saying, that we need to strengthen
documentation, improve the culture of documentation and show our
work. That is what we do. Again, this is something that needs to be
improved.

This is what the Auditor General in her work and her team's
work—which, again, we applaud, she has really done us a tremen-
dous service here, raising this issue and shining a light on this is-
sue—has pointed to as the issue, and as the road or the path to im-
proving the accountability in our public service.

With that, I will yield the floor and happily circle back again to
continue discussion on this important issue.
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The Chair: Thanks.

I have Mr. Genuis and then Mr. Sousa and then Mrs. Vignola.
Mr. Garnett Genuis: Thank you, Chair.

Just very briefly, Conservatives have put forward a reasonable
motion to study the issue of McKinsey contracting with this NDP-
Liberal government and to call relevant witnesses.

The Liberals are trying to prejudge what the conclusions of that
discussion might be. I think we should hear from the witnesses.
Some of these witnesses are people who are very close to this NDP-
Liberal government, a former staffer who's also someone who
worked for McKinsey, as well as Dominic Barton, someone who
has been extensively involved with this government. I'm sure they
can offer whatever defence there is to be offered.

The fact is we know that McKinsey and this NDP-Liberal gov-
ernment have a very close relationship. Contracts have spiked un-
der this government over the last nine years. There's been massive
growth in the amount of contracts that McKinsey has gotten and
Liberals would have you believe that the government had nothing
to do with this. Somehow, as soon as Justin Trudeau became Prime
Minister, the non-partisan public servants were way more enthusi-
astic about McKinsey than they had been previously.

It was purely coincidental that this enthusiasm for McKinsey
swept over the un-elected public service as soon as Liberals came
into office. Meanwhile, Liberals were passive bystanders to the
things that were happening in the departments that they were sup-
posed to be running. I don't buy that, Mr. Chair, and I don't think
you should buy it either.

In any event, let's hear from the witnesses and let's get to the bot-
tom of what happened.

The Chair: Thank you.

Mr. Sousa.
Mr. Charles Sousa: Thank you, Mr. Chair.

I appreciate the concerns that all of us share in terms of trying to
foster solutions, improvements and value for money in the work
that's being done through procurement throughout the system.

Notwithstanding some members' childish name-calling of the ac-
tivities involved, it's important that we take the proper steps to en-
sure corrections are taken. We've noted that there have been short-
comings in the system. It's been noted by the ombudsman and by
the Auditor General on previous occasions, and recommendations
have been made and adopted. We continue to move forward to find
and foster those improvements.

The value-for-money audit is something that's concerning all of
us. Certainly, the Auditor General explained that it wasn't just that
she wasn't able to say that there was no value for money, but she
wasn't able to assess the value for money. That's concerning, right?
I mean, the idea is to ensure that there's a focus on the needs when
we look for the procurement, that we have an understanding of the
expected deliverables and then that the provided outcomes exist, so
that ultimately there is an intent of proper achievements with re-
spect to those contracts and that procurement to assess the value for

money. The Auditor General noted that in her comments. Some of
the operations and contracts that have been fulfilled and some of
them that are still ongoing have had a need, and there are issues as
to why we require those partnerships.

Now, some around the table have also suggested that for the civil
service maybe they should be hired as opposed to being contracted.
In other words, hire more individuals into the system and increase
our bureaucracy to do some of this work, but the Auditor General,
in her comments, also noted that this wasn't feasible either. She
made it very clear that there was no interference, elected officials'
engagement or previous activities as had happened in the previous
government. They haven't been reflected here, and that is impor-
tant, because the rigour of the system must be maintained.

She also referenced that there was nothing unique in regard to
McKinsey per se, because the situation had been addressed already.
There were a number of concurrent engagements that were being
reviewed, and I do like her recommendation for a standardized con-
flict of interest disclosure that would be broadly adopted across all
departments to provide some uniformity in that regard, but there
was no coordinated effort. There are reputable companies that have
been involved in procuring contracts to the Government of Canada,
as in this recent government, in the government of today, as well as
in the past. McKinsey has been used by other levels of government
throughout Canada and throughout the world.

The purpose here, then, is to ensure that proper procedures have
taken place. I think that's what the Auditor General is recommend-
ing. The politicization of the situation is I think part of the motiva-
tion here and doing more YouTubes and so forth on the part of the
opposition. They'll stream some of these activities as outcomes of
today, but what we need to make sure of is that we provide greater
integrity in the system and provide greater transparency in the sys-
tem for the benefit of Canadians, not for trying to promote some
partisanship or using cute phrases and so forth.

These are real issues, Mr. Chair. These are real issues that matter
to Canadians and matter to the members of this committee and we
want to make certain that we look at them in a holistic manner. We
have reviewed.... The very individuals being asked to come before
this committee have already appeared on many occasions. We've al-
ready been discussing the process of procurement. We've already
adopted some of the measures that the ombudsman and others have
suggested we take.

We have already made clear—and by those who are reviewing
and investigating—that there's been no interference. There has been
no criminality. There has been no persuasion of elected officials or
ministers or otherwise, but there has been a shortage of skill sets.
There has been a shortage of required training to do some of the
work, and that is what has been reported.

The size and scope of some of the activities are also of concern,
right? We have a lot of contracts. Well beyond what McKinsey has
been reviewed for, we have many others. Those initiatives and
those monitoring systems must be applied throughout the system.
That's what I believe is more concerning to all of us: that those
proper procedures do take place. We are trying to be proactive. I
mean, we've been proactive by requesting some of the reviews and
investigations.
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For those who have fallen short we've made corrective measures
and some have had disciplinary measures. In this case with McKin-
sey, that wasn't evident to the Auditor General.

I believe it's important for us to move forward on those recom-
mendations, to move forward on the issues that require us to oper-
ate the system better, but to go backwards and then determine some
of the engagements and trying to hold people to account, they
should always be held to account. Every minister is held to account.
It's their role in regard to government operations.

Some ministers of the past in previous governments may not
have been doing an effective job, but we need to ensure that we will
always continue to do so and learn from the previous mistakes of
the governments. However, we will take the steps necessary and |
think we've identified those steps.

I'm now looking forward to moving in a positive manner to en-
sure that we have the proper skill sets, to ensure that we have the
proper procedures in place, to ensure that we monitor them effec-
tively, and to ensure that we have positive outcomes so that we can
then properly assess that value for money.

Clearly, the Auditor General said there may have been, we just
couldn't properly assess it. That, I think, is what's at the crux of the
matter, to ensure that we do.

I'll pass it on at this point, Mr. Chair.
® (1320)
The Chair: Thank you, Mr. Sousa.

Mrs. Vignola, please.
[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

You can't be against apple pie, which means wanting to get to the
bottom of things, wanting to identify everything that's wrong and
find viable, sustainable solutions.

Several of the people mentioned in the motion have already ap-
peared before the committee. They have been asked very pointed
questions, sometimes bordering on the aggressive. I'm not against
the motion in terms of its substance, but I wonder whether we're
going to manage to find anything other than what's already there in
the tens of thousands of pages we have about the McKinsey firm,
as well as in the Hansard minutes.

That being said, if committee members feel the need to meet
with these people, because the issue makes them emotional and
they believe it's important, we could do so. In my opinion, the prob-
lem with this motion is its wording and lack of precision. We're
talking, for example, about public servants from National Defence
and several agencies and departments.

Do we intend to meet with every public servant whose name ap-
pears on a contract? Is that the intention? How many public ser-
vants are assigned to a contract? How many contracts are there?

We're talking about 97 contracts. Do we really want to meet each
and every public servant whose name appears on a contract to try to

find out where the problem is and see if these public servants are, at
the end of the day, involved in any way, near or far, directly or indi-
rectly, with the McKinsey firm?

The motion lacks precision. What do we want? What is the ob-
jective?

We should indeed avoid making the mistake that was made in
awarding the contracts we're looking at, of not knowing exactly
what we want. I understand that we want the truth. We want to find
solutions. We want to get to the bottom of things. I understand all
that, and it's essential.

Is this the right way to go, in such a broad, non-specific manner?
Ultimately, it could even be detrimental. When you cast your net so
widely and so imprecisely, you run a greater risk of getting lost in a
maze of more or less relevant information. There's also the risk that
public servants will fear being punished for having forgotten steps,
even unconsciously, which could make them distrust the commit-
tee. Nobody wants that. We want the truth, but how do we want it?
What consequences would we be prepared to face as a committee?

We need to respond to all of this. As I was saying, we certainly
need to look at the contracts awarded to the McKinsey firm. It's ab-
solutely aberrant and abnormal to see that justifications were miss-
ing from 58% of the contracts. I repeat, it's staggering. It's flabber-
gasting.

How, though, are we going to do this? Should we invite every
single public servant working in the departments? There would be
no end to it.

Here are my final questions. How many meetings will we need to
schedule to meet them all? Should we meet the witnesses all at
once or one by one? When would we find the time to do this? Are
we going to exhaust our interpreters and technicians by forcing
them to come during the summer, in July and August? Is this what
we're looking for?

I'm convinced that no, that's not what we're looking for. At least,
I'm not. I don't want to cause stress, burnout for this. I want to hear
the truth, not destroy the people we work with and who work for
us.

® (1325)

Yes, we need to study the McKinsey case, get to the bottom of it
and find the truth. However, the motion needs to be improved and
clarified. I suggest my colleagues seek consensus and clarify the
motion so as to answer, at the very least, some of the many ques-
tions I've put forward in the last few minutes.

Thank you.
[English]
The Chair: Thanks, Mrs. Vignola.

Mr. Jowhari.

Mr. Majid Jowhari: Thank you, Mr. Chair.
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The statements that I'm about to make are my observations of the
first hour I was here. I left for the second hour to attend one of our
colleague's events, which we do jointly. It was with Matt Jeneroux
for Father's Day on the Hill. By the way, happy Father's Day to ev-
eryone who's a father. Why am I saying that? I'm giving a caveat
that I'm speaking about what I heard in the first hour.

As 1 left, I asked the Auditor General if she had seen this over
the last 12 years of her study, over the span of the 12 years. It looks
like the process inconsistencies or the process not being followed
was true for 12 years in a very consistent way. Some of that 12
years were Conservative and some of them were Liberal. I don't
think it has anything to do with whether it started in 2012, because
the study started in 2012. If we had started in 2010, we would prob-
ably have seen that.

Then we looked at the departments, agencies and also Crown
corporations. We saw that, despite the fact that Crown corporation
are arm's-length organizations with two different processes and two
different systems, the same inconsistency existed.

Then we asked what her conclusion was. One of the conclusions
she had was that this is a very complicated process. It's lengthy and
it's cumbersome. Also, despite the fact that the delegation of au-
thority had been assigned to the deputy minister, they assign at the
lower level and probably the lower level were not trained, especial-
ly when you look at the timing of when these contracts were being
awarded.

Also, I recall there were instances that the department or the min-
ister of the Crown corporation was waiting for this master service
level agreement, which I believe gives them the flexibility to be
able to get around some of these complexities.

The next logical question, had I been in the committee and I had
a round, would have been that we saw the peak in 2021 and 2022,
so what was happening during that time and why do we see an in-
creasing trajectory of expenditure? If you look at it, and I'm not
sure whether some of my colleagues pointed it out or not, this gov-
ernment inherited a set of services and a set of back-end technolo-
gies, etc., that really needed attention. It had a very progressive and
aggressive agenda. For us to be able to do that, we had to make sure
about what are the best practices around the world. McKinsey is
one of those organizations. It's not the only organization, but one of
those organizations.

When you look at the amount of money that's been spent.... And
by no means am I trying to defend any management consulting or
McKinsey. I just want to be very clear on that. When you look over
the span of the $200 million, the amount of money that we spent on
McKinsey was about 0.27% of the total money that was spent on
all external management consulting.

That's how I perceived what the Auditor General was saying—
and I think she alluded to that as well—but this is not really about
McKinsey and this is not really about favouritism, etc. It was a
combination of processes not being followed, processes being too
complicated and people probably.... If you look at some of those
performance requirements—and I'm reaching really out there—if
your performance and your bonuses depend on getting something
done, and then you are handcuffed with a process that is lengthy

and complicated, you're going to find creative ways to be able to
get your job done.

The whole concept of a master service level agreement could be
one of those ways that you get creative around getting services. It
could be that you use a master service level agreement, which is an
umbrella, and then give people, the decision-makers, that flexibility
to be able to put some of the services that they require under that.

® (1330)

Is that really what the master service agreement is designed for?
I don't know. That's where we should be focusing.

Why am I building on that? Why am I referring to all of that? It's
because I don't think the focus should be on McKinsey. McKinsey
was about 0.27%. The focus should be on the processes that are
very complicated, the training of individuals and understanding the
delegation of authority, then putting in the measures, as the Auditor
General suggested, to monitor that. That's where we should be fo-
cusing. If the focus on so-called McKinsey is going in that direc-
tion....

By the way, we're doing a red tape reduction study. Why can't
this go into the red tape reduction study? We could say, “Hey, let's
look at the master service agreement. Have there been any cases
where the master service agreement has been used as a way to ex-
pedite the processing? Why don't we have expedited processing?
Why do we have 600 small businesses such as GC Strategies that
have somehow mastered the cumbersome process? Someone in a
small start-up—one individual firm—is trying to get into develop-
ing and helping the government. It has to go to someone like GC
Strategies.” Those are the ones you should focus on.

I had an opportunity to quickly look at the list of suggested...that
we have. Dominic Barton has already come and gone. He's been
here. He made his statement. He was gone from Canada Infrastruc-
ture Bank.

By the way, Canada Infrastructure Bank had $1.7 million. I un-
derstand if you want to have in, say, Trans Mountain Corporation
with $32 million. However, bringing in McKinsey, or bringing in
Canada Infrastructure Bank for a $1.7-million contract.... I don't
know.

The current global McKinsey partner was here. 1 specifically
asked him. I said, “Why, all of a sudden, is there an interest in the
Government of Canada?” He said, “Well, we decided, as part of our
strategy, to increase our footprint in Canada.” If you look at their
footprint compared with all others, it's not very much.
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Okay. Then there is Boyan, the former engagement manager of
McKinsey and former director of policy for the Minister of Public
Services and Procurement Canada. Procurement was one of the de-
partments. We don't need to bring this individual in. President of
Treasury Board...estimated date. President of Public Services...esti-
mated date. Department of National Defence and officials.... 1
mean, what are they going to tell us? They're going to say, “Yeah,
well, you know what? We needed to get the job done. We were
asked to follow the procedures. We found that the master service
agreement was probably the best.”

It's interesting that I didn't see in here the one organization that
actually followed the process. I didn't see the only one out of 10 de-
partments. The were very complimentary. I didn't see their name in
here. Probably, if you're going to ask anybody to come here, it
should be them. The Ministry of Natural Resources followed al-
most all of the procedures. Well, out of the five, they did four. Why
aren't we inviting them? It's because they're going to say, “Well, we
followed the procedure.” There was no influence. The issue is that
these departments didn't follow the procedure. Why not? It's not
that they want to break the rules. It's because the procedure is prob-
ably, as the Auditor General said, very complicated. When it's com-
plicated, you try to get creative. If there are opportunities within the
framework being presented to you to be creative in order to get
your job done, you'll do it.

We had the Public Sector Pension Investment Board. We asked
them for documents. Are you going to invite them? They're not go-
ing to come and talk about any of these things because they're go-
ing to say it's national security.

Trans Mountain Corporation and Canada Infrastructure Bank.... |
already talked about those.

As I said, why not ask the Ministry of Natural Resources, which
could come here and say, “You know what? We understand this is
the procedure. We understand there is a delegation of authority.
This is how we document it, etc.” Then we could say, “Well, why
wasn't this followed in the others?”

® (1335)

This is what the Auditor General was trying to figure out as well,
and this is the responsibility of the ministries, the deputy ministers
and the officials.

I think I've made the point of what the focus of the study should
be. It's on the process. It's on why it's not being followed, why
some tools are being used as a way to get around the complexity
and give them the flexibility to be able to do the job they do, and
that's where we should focus.

Look, we have a study around red tape reduction. Probably this
should be part of that as well.

On that note, Mr. Chair, I move to suspend the meeting.

Mr. Garnett Genuis: I don't think there's any such—

The Chair: You can't move to suspend. You can move to ad-
journ only, but not suspend.

Mr. Majid Jowhari: I didn't want to adjourn, because this is so
wordy, but okay, I did my best.

The Chair: Does anyone else want to speak?

Mr. Bachrach.

Mr. Taylor Bachrach: It is an important debate, and I appreciate
the vigour with which my Liberal colleagues are going at their line
of defence. Noting the time, I wonder if there is a motion that
would be in order that would simply allow us to pick this up at the
next meeting.

The Chair: Well, we are running out of resources. Either we sus-
pend, which means we basically punt the red tape study to Wednes-
day and continue this, or we adjourn; and then someone can bring a
motion to bring this back in the next meeting.

Mr. Taylor Bachrach: Isn't there a motion that we can bring for-
ward to simply pick this up next time?

The Chair: Well, that would be if we suspended.

Mr. Taylor Bachrach: However, we're not allowed to make a
motion to suspend according to the clerk.

The Chair: No, I can suspend at the end.

Mr. Majid Jowhari: Can I move a motion to ask the chair to
suspend the meeting?

Mr. Taylor Bachrach: We get different advice from the commit-
tee on whether a motion to suspend is in order.

The Chair: We can do either. If there's a general consensus that
we'd like to continue this, we can avoid adjourning and then wait
for someone just to move a motion to restart the debate.

Mr. Taylor Bachrach: I don't think it's accurate to we say we
would like to. I think it's preferable that we continue it next time.

Mr. Garnett Genuis: Chair, our preference would be that we
have a vote on this.

The Chair: Yes, I realize that.

Mr. Charles Sousa: I think the chair made a valid suggestion.
Let's move forward with your suspension, and then have someone
bring it forward at their discretion.

The Chair: Well, it would be adjourning.

Mr. Charles Sousa: Whatever you said just prior to that....

The Chair: Can we get to a vote on this right now?

Mr. Charles Sousa: I don't think we—

The Chair: No, it's a vote on this motion.

Mr. Charles Sousa: No, we're not voting.

Mr. Garnett Genuis: Chair, is there anyone on the speakers list?

The Chair: No, there's no one else on the speakers list.

We're basically out of resources, and that's what I was getting at,
so I am going to adjourn.
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