Standing Committee on Oversight of
Government Operations and Public
Accounts Review of the 2012 Report of
the Auditor General of Canada to the
Legislative Assembly of Nunavut —
Procurement of Goods and Services
Igaluit, Nunavut
April 25, 2012

Members Present:
Moses Aupaluktuq
Tagak Curley
Monica Ell

Ron Elliott, Chair
Joe Enook

John Ningark
Johnny Ningeongan
Hezakiah Oshutapik
Allan Rumbolt
Jeannie Ugyuk

Staff Members:
Alex Baldwin
Nancy Tupik

Interpreters:

Mali Curley

Mary Nashook
Blandina Tulugarjuk

Witnesses:

Michael Ferguson, Auditor General

Ronnie Campbell, Assistant Auditor
General

Michelle Salvail, Principal

Jo Ann Schwartz, Director

Alain Barriault, President of the Nunavut
Housing Corporation

Kathleen Lausman, Deputy Minister of
Community and Government Services

Bob Long, Deputy Minister of Economic
Development and Transportation

Peter Mackey, President of the Qullig
Energy Corporation

>>Committee commenced at 9:01

aPeNsesgs i€ LRLbdE P> CHPeg<
PaPYIPNMo-So-“> bNLNGEC
SPrPa*MS ba.Cl PabboC SbB>AN®NRL<
2012-T Do®b*L 0a.2¢ Lebebs*Lot -
aD>ASHECSo5® ANNGP>NCNo5o
ASbOAS, 0a D€
dA>P 25, 2012

Lebesee p<eIe:
dev Ab< e
Clse dc

Lob Ade

Go ACE, AbYRPC®
J Aob

;u- g5

Lo o>
APPbAY >ACAP
Je o GL>c

Ao Db

Ascba AbseN©:
Jobh <DA®
asy DA%

Jije:

Lc dc

dc ar®
<c*Na Dols<e

ASba AN JASEASBCPLC:

LAJS SUNe, SbD>ANSNsIse

o bL>C, SbD>ANPNWNL< D

[P<E NSRA, SbDAN®NLLAL

d G* A24C, DP s NNy

A A ADAD, AUSh® 0a 2T
A DO nrsYbd* oc

bCee pLe, Mo CP>< D°c<d oac®oC
LRLY%a 5> ANCNSeNPI® of

<< ey, TovCD< D AR <IN nded® of
A*PSGInLNed® 0>

AC LP, Q*Lebhse sgecse
AJL®dNCnLNed® of

ONLAGE S ANL®IC 9:02-[




Chairman (Mr. Elliott): Good morning,
everyone. Welcome back for day 2 of the
review of the 2012 Auditor General’s
report. Before we begin, | would ask Mr.
Ningark to do the opening prayer. Mr.
Ningark.

>>Prayer

Chairman: Thank you, Mr. Ningark.
Members should have a copy of the agenda
in front of them. No. 1 was the prayer. No.
2 is the review and adoption of the agenda.
Are we agreed?

Some Members: Agreed.

Chairman: No. 3 is the paragraph-by-
paragraph review of the 2012 Report of the
Auditor General of Canada to the
Legislative Assembly of Nunavut —
Procurement of Goods and Services. Just a
note to Members that we have taken Mr.
Long off the penalty box, so he can join the
rest of the team players.

>>[ aughter

When we left off yesterday, we were just
completing the introduction, paragraphs 1
to 9, on pages 27 to 29 about the audit.
Before we move on to the next section, are
there any questions that any Members
would like to pose? Mr. Rumbolt.

Mr. Rumbolt: Thank you, Mr. Chairman.
Good morning, everybody. My question is
not directly in the Auditor General’s report,
but there was a common theme among the
opening comments of the various
departments that one of the reasons given
for the GN not following proper policies
and procedures at times when it comes to
contract procurement seemed to come back
to capacity issues.
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In previous years, from the previous
Auditor General’s report on HR, we heard
that it was taking 300-plus days for the
department to recruit staff for the
departments. I’m wondering if maybe the
Deputy Minister of Community and
Government Services can speak on this
one. How much of an effect is the slow
recruitment process of HR having on your
department’s ability to recruit staff required
for contract procurement? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Rumbolt.
That’s for the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
That’s actually a fundamental question to
the success not only of procurement
expertise but throughout the department.
Our experience continues to be that
recruitment is a very long process. It takes
a very long time. 1t’s hampered by the fact
that a lot of the skill sets we need are in
high demand not only in Nunavut but in
other areas of Canada. We’ve had to start
taking different strategies to recruit folks.

We still have issues with getting these
recruitment efforts concluded positively
with a good candidate in place. We’re still
challenged with enough housing to
accommodate a candidate from outside the
community, whichever one it might be. So
the whole HR process remains a challenge
for my department, at least, to fulfill and
meeting its mandates through getting right
talent on board in a timely manner. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Rumbolt.

Mr. Rumbolt: Thank you, Mr. Chairman.
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One final question on this and I’ll let you
move on. Since the Auditor General’s
report on HR, which was a few years ago,
concerning the recruitment process, has it
improved since the Auditor General’s
report on HR or are we still seeing the
same common problems and it’s taking just
as long to recruit staff? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Rumbolt. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
There has been an awful lot of work,
actually, by all departments on improving
the whole HR process, including
addressing directly the recommendations
made by the OAG. Progress takes time.
The irony is that we’re short of folks to do
the work to fill the positions. So it’s huge.

There are some longstanding challenges
around our IT systems that allow data and
that allow better tracking. We need to get
those in place. There are many challenges.
There’s lots of work going on. It’s taking
an awful long time and we’re
incrementally, | suggest, making
improvements. We have a long way to go.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Next on my list | have Mr. Ningark.

Mr. Ningark: Thank you. Good morning,
Mr. Chairman. Yesterday, I think it was my
colleague, Mr. Enook, who talked about
who is ultimately responsible for when the
system does not follow the procurement
rules and stuff. I think the ones who would
be ultimately responsible would be the
procurement staff, also the politicians in
the system, and senior management in an
effort to the safeguarding of public funds.
We also learned that there’s a lack of
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training in the system. We also learned
yesterday during the review of the report of
the Auditor General that we need to
establish procedures and follow them the
way they should be followed.

I would like to ask a question on paragraph
17 and this is for the Auditor General’s
office. In paragraph 17 of your report, you
indicate that “Some of our findings suggest
that reinforcement of the rules through
training would be beneficial to ensure that
contracts are awarded and administered
according to the rules.” Did your audit find
any cases where the government’s
contracting and procurement rules may
have been knowingly broken? I think that
question was asked, but I would like to ask
that question for clarification. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Ningark. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
The answer to the question is no. Certainly
nothing came to our attention that would
indicate that people were deliberately or
intentionally not following the rules. No,
there was nothing like that, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Mr.
Ningark.

Mr. Ningark: Thank you, Mr. Chairman. |
thank the Auditor General for the answer.
My subsequent question is that | think you
stated here that you found some
weaknesses in administering the
procurement activities in this government.
Could you share with the Committee what
weaknesses have you found in the system
that need to be improved? This is early
morning, so | would like to hear what you
would like have to tell us about that. Thank
you, Mr. Chairman.
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Chairman: Thank you, Mr. Ningark. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
In terms of the weaknesses in the whole
audit, again remembering that the audit
was, first of all, one of looking to see
whether there was an appropriate
framework in place, where we identified
that both Community and Government
Services and the housing corporation had,
in fact, an appropriate framework in place,
however, Qullig Energy needed to put one
in place and we have heard from them that
they are in the process of doing that. So in
terms of the framework, that was where we
found weakness.

In terms of the application of purchasing
rules, again | think the report clearly
outlines that in the area of competitive
contracts, we found, for the most part, good
practices. However, there were some
documentation problems in terms of things,
for example, in the housing corporation of
making sure that tender bids were properly
filed. We did find more significant
weaknesses in the area of sole source
contracting across all three organizations
and that was in the areas of making sure
that sole source contracts had valid
justification, that they were authorized by
the appropriate people. We also found
instances where work had, in fact, begun
before the contract was awarded.

In terms of the actual administration of
contracts, we identified the problem that
none of the organizations were doing funds
checking before awarding the contracts.
We found, however, that change orders
were being, for the most part, well
managed. We identified that Qulliq Energy
needed to put in place better key controls
around managing the actual administration
and payment and receipt of goods related to

Ab/RPCSe (ONANJO): Sdyal™®, C oL,
MC SUNe.

SLhe OLANJO): Sdbeal™, AbYRPCS, Cbdd
A“ONC @ ANAT LS CLbd< atL*Mr<Nsbwce
ASbDLNHGEC Cod<d @ ANATS®

SPrspo>c >SLE AL%a
ACn<NNBENGHLMLC
JoPoY PG HSLLC <Ly aba AlPLESC.
Cbdd 0a cC LRLEANYNE, Al HNNSN<de o
Jope YL OLLC A SNPo<seCl o
Jopedob. PL®INCNA D
JoPoIILL A ASbEANG, DNSe/L5C Cedo™L
PO AAR—IN= 5N, Codd sbPb/ L r<LC>C
CLea <%PcN<se/Lc P LLC.

O®NCP>o*N*o aPAbCio ¢ LcUAC
Ctdao Dobtbo adaAs//LYLC Cbd<
APCOGPNNE beDGJNPNAC ShDac PIJC
ASabN*MNJC IDNSe/Le DI PY<lo
AC*NC ARN*PCC NNGSEYLNNNC
ACSH>*P 5 DSLC Al cnabde, Cbd<lo
Dsedse/LNCHCY A NG Sb>N e >®IJC AAUC,
CALd Cbd<d CPYSIC beDGPNCNSbeCase
bLPL DN/ H<l5o*Lo®. Cbdao A
ACP>YSIC b*DGPNC/SHCH®IC AL%a. ARNMNC
NNGWYL %P 5<5bCSLC <L Pabd® of
QPseCPeoSL+LC. CLbd<HaC beDGe
DoyDcbPN*ad AcndUN<sbeCoc DSLC.

Cbddc > CPo™MC beDIGNC
QDAL PPIJC b D>PCHYo®
ac<DA%a s, AL*a Cbd< b sbNc
SHD>ANHC PNLLC Pabbob
beDGUCD>T P Iab. <tLo AcndWo<w®DC
IPPRSOCD>HEC 5NP, Codd Sdecs®
DLSINC NS JoPbIILN<SbbIC

> RC>o<d®eIar. A5

P> CPLn o Mot CLbdd ALD>REc<INC
ASINE d<I>ANPd® of.




some of these corporations.

I think, in terms of the framework and the
administration of the framework, those
were the key areas where we found
weaknesses. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Mr.
Ningark.

Mr. Ningark: Thank you, Mr. Chairman.
Now I will ask the Government of Nunavut
witnesses since we established some
weaknesses in the system by the Auditor
General’s office. When government staff
participate in procurement and contracting
training in their performance evaluation in
the former manner and, if not, how does
the government determine whether the staff
actually gain the necessary skills and
knowledge to perform their jobs? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Ningark. |
believe that was directed to the Deputy
Minister of Community and Government
Services, Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
We actually put together formal training
packages that we deliver to frontline staff
involved in procurement and contracting.

We don’t necessarily always run tests to
make sure that participants are learning
what’s being taught, but we certainly do
reviews and it’s very participatory in terms
of understanding how to do proper
procurement, how to read the contracting
manual, and how to apply it. Certainly,
there are lots of engaged questions through
these training periods and we’re trying to
formalize the frequency that this training
actually takes place.

In the annual performance reviews, there is
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certainly an opportunity to identify training
that’s required and training that has already
been taken. So we certainly do that. We
don’t wait until the end of the year to
actually review performance. We do that
on an ongoing basis and that’s part of our
coaching plan.

Our challenge still remains that there are an
awful lot of folks who change positions and
there’s an awful lot of turnover, so this has
to be a constant and ongoing training focus.
That’s what we’re putting into our action
plan, that we have a more dedicated,
ongoing training for more folks who are
involved in some level of procurement and
contracting. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Ningark.

Mr. Ningark: Thank you, Mr. Chairman.
My question now refers to Crown
corporations and agencies. To what extent
does the Department of Community and
Government Services work with Crown
corporations and agencies to provide
procurement and contracting training to
staff? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ningark. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I think | heard that the question is directed
to the Crown corporations, but if not, I can
certainly offer... .

Chairman: Thank you, Ms. Lausman. Mr.
Ningark.

Mr. Ningark: Thank you, Mr. Chairman.
No, my question is to the Department of
Community and Government Services.
How do you work with Crown corporations
and agencies to provide procurement and
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contracting training to the other agency
staff? Thank you.

Chairman: Thank you, Mr. Ningark. I’m
sure there will be a follow-up question to
ask the territorial corporations how they
will be doing it. Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
Thanks for that clarification. We certainly
put together training packages and we do
that for corporations that request. The
corporations have requested training of
CGS and that training is taking place. We
provide to them the kind of training that
they want around procurement processes
and contacting processes, and we do that at
their request and at the frequency that they
need it, and also insomuch as we can fit it
into our schedule as well. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman.
Thank you, Mr. Ningark. Mr. Ningark has
jumped into the next section of the
procurement framework. | have Mr. Enook
on my list. Mr. Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Good morning, people of
Pond Inlet and Nunavut. Mr. Chairman, if |
can go back to Mr. Ningark’s question in
regard to hiring, | have a question on
training. In regard to Mr. Ningark’s
question, when the government is trying to
hire a new employee, it takes over 300 days
of processing to make a single hire. How
long does it take to hire an employee at
QEC and the Nunavut Housing
Corporation? Does the process take that
long too? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. We
will start with the President of the Nunavut
Housing Corporation, Mr. Barriault.
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Mr. Barriault: Thank you, Mr. Chairman.
The Nunavut Housing Corporation’s
recruitment efforts are all coordinated
through the GN Department of Human
Resources, so we do not do our own
recruiting.

I should note that the 300-day cycle that
had been previously noted as an average
recruitment time, from our viewpoint, has
improved. However, as Ms. Lausman has
noted earlier, the type of technical positions
that we’re attempting to recruit oftentimes
results in an unsuccessful competition
because we are competing with other
jurisdictions for the same skill sets. Thank
you.

Chairman: Thank you, Mr. Barriault. Now
for the President of the Qullig Energy
Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
The Qullig Energy Corporation employs its
own recruiting department. We recruit our
own individuals separate from the GN. We
are fortunate to enjoy a shorter time span in
terms of recruitment. Depending upon the
position, it could be a month to three
months.

The majority of our positions that we
recruit are technical in nature, trade staff or
operational staff. Over the past four or five
or six years, we have been very fortunate
that the recession that has been experienced
in the south has made individuals available
for us. Certainly from an operational
perspective within the communities, we
recruit right within the communities. That
makes it a little easier for us not recruiting
from the south. So our timeframes for
filling vacant positions have been much
better.

We look at positions within finance. That’s
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where we find it a little tougher to fill those
positions. Those are the ones that take as
much as three or four months to recruit.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Thank you for the answers.
I don’t know if you will be able to respond
to this question, but Mr. Chairman, | would
like an answer if possible. Yesterday the
main theme was chronic staff shortage.
Overworked staff is the reason why
regulations aren’t followed or enforced.
Perhaps | have to ask myself this question:
how is this going to be resolved? Will staff
shortage always be chronic and get in the
way of correcting these errors?

If the Auditor General shows us these same
problems next year, are we going to make
the same response that it is due to chronic
staff shortage? When will we ever
overcome this hump? Is there no way to
work harder to recruit better so that
regulations can finally be implemented
properly or will this always be an excuse
for these kinds of failure? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook. I
believe that would be for everyone to
answer, so | will start with the Deputy
Minister of Community and Government
Services, Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
Capacity building is a huge issue in this
government as a whole. It’s certainly a
major issue in our department. We continue
to look at different strategies to actually fill
positions to recruit. There are many
discussions within government departments
themselves on how we can improve this,
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but it is fundamental to change. If we’re
not able to fill positions and we’re not able
to fulfill the mandates of each department,
we’re certainly not able to do that in an
efficient way and in a timely way.

One of the strategies that we have used is
actually a sole source contract, subject to
this audit. We had a situation where a
director of a significant department, which
IS our asset property management, we had a
leader that got ill. We had a number of staff
that we attempted to put in an acting
position and they just simply didn’t want to
take it on. We were left with a significant
department that serves the whole of
government and communities without
leadership. We had to take steps very
quickly to bring in some expertise to get
this program back into shape. We used a
sole source contract to do that.

There are different methodologies of
addressing the problems, but I think we
need to look at it in its holistic nature. We
need to look at recruiting, we need to look
at retaining, and we need to look at
succession planning. All of those things
have to happen together or else we just
move the bubble along the tube and the
problem down to another place. So it’s
huge. It takes the effort of the whole of
government and the whole of government
is working towards improving on this, but
it also takes time to achieve that. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Next, we will go to the President of the
Qullig Energy Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
have to echo the comments of my
colleague here. Certainly, from QEC’s
perspective, we’re looking at various
strategies to reduce turnover and increase
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retention of our employees. Looking at it
from a wholesome perspective, we look at
trying to find the right person for the job
and for the environment that they’re going
to be in. Hiring the right person for the
environment means that they will likely
stay around longer.

Key components of the individual is to
ensure that they have the skill sets to be
able to mentor local staff to ultimately
replace that person when they move on, so
it provides us with an opportunity for
succession planning. Key for Qullig
Energy is our efforts in terms of training
and development from within, attempting
to fill all of our positions with staff from
the local community so that we aren’t
looking at hiring someone from the south.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey.
President of the Nunavut Housing
Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
In the Nunavut Housing Corporation’s
case, we have identified that the separation
of some of the duties is probably a key
solution to our work, our procurement and
contracting situation. Our building
inspectors currently have the added task of
doing much of the procurement and
contract administration responsibilities. By
us identifying dedicated staff in those
positions, it will relieve some of the
pressures on our inspectors.

So we’re now recruiting for inspectors and
recruiting for contract and procurement
specialists separately. Going forward in
that manner, we are hoping to have more
success, but it also relieves some of the
pressure and the workload on those
individuals. What we find, and it was noted
yesterday, if you’re carrying a heavy load
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for very long, staff do get burned out and
they look for better opportunities
elsewhere. So it makes us less competitive
in being able to attract people. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | thank you for the
responses. | don’t think my question has
been answered, but I’m concerned that staff
shortage will become our standard reason
whenever we get criticized. | believe that
should stop because we all can work
harder. I’ll just leave it at that and | want
the Deputy Minister and the presidents of
the Crown corporations to know that I’m
still not satisfied with their responses. |
believe there’s still room for improvement.
I don’t believe that we should keep going
back to staff shortage as an excuse.

In any case, | would like to ask a question
to the Auditor General. Mr. Chairman, I’ll
read it in English. (interpretation ends) To
the Auditor General, when your office
appeared before the Standing Committee to
present your report on human resource
capacity in the Government of Nunavut, we
discussed the distinctions between training
and education. In your office’s experience,
what level of formal education and what
types of skills do you think are required for
staff to effectively manage procurement
and contracting functions? (interpretation)
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
I can’t give you a specific answer as to this
person should have this type of training.
There are certifications in the area of
procurement that should be explored and,
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I’m sure, probably already are explored.

I think the important thing is the
individuals who are in the procurement
process need to be identified, the
organizations need to identify what skills
those people need, and then they need to
put together a training plan that identifies
how those people are going to get trained
and who’s going to provide the training. |
think an additional part of this that would
be important is making sure that the
training is actually applied. By that, | don’t
mean sort of running a test after the person
has taken a particular course or something
like that. I mean more a matter of the
individual has been trained, so now do they
seem to be applying it in their work.

I think we heard yesterday, for example,
that part of the value of the work that we
did was brining awareness to the
organizations to the types of problems that
we found. Really, our work was not based
on very large samples. We heard from
Qulliq Energy, for example, that they’re
looking at bringing in an internal auditor. |
think the organizations could probably do
some testing of their own to make sure that
the rules seem to be applied. Again, it
doesn’t have to be large samples.

Overall, again, it’s a matter of identifying
who’s in the process, what skills they need
to have, where that training can come from,
and then making sure that the training has
been given and applied. | think tracking
that that is happening would probably be
another part of that process as well. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) Thank

AcCASD<NHALDLLLC oD>ATH><ReDC
PrePyD>rdsb®ldo asaGoo
SPrePyD>sbeCAseDe.

ALLAD®d®DS Pedc Acn<ISb®IC

o DANLD®<EIT® o da A®CDLN L5b®DC
NM>Y_C Sb.oADob <* Mg sbsL*LC
Lo <SaPNcbSoNe ActLbSPNeho
aoaAn/LIo? bost ClLbd<
ActLN®eCDo<SLMULC, Pa> AcNAT<SLHLE,
AL Sbeb*or<dJS CLOLDS ALLnDSedsr<se
aDN®eANST® AcSAoSbec cCsosL*Le.
DSHGANO*L SHD>AN®CPL N 5SSy Do
PaP><<KC Ac®agd®IaPDc DN HJd
CAL®Q A<D 508G, Dbe> L AL%a
Pa Ac®od*®NCP>*crPa CALD>

?2 <N S Ho Db Aba AbTo.

ASLEN® AS 5 DN DGEC, DYONNLHY, Ac*LC
Acndn/LYC DPA*QSon>™*L

DR ACPNCN oL >So/LLDC NS
Sb.oADT® DbDE P >CH>RIg®

SN P>PCENa. ASba ALSC D> o®Io®
AL DN PeOCHYod, CALALLS <>
DRedseb>Ne5C g cbd*o ¢
CPIP<EANA g @ g

CLLSe/ LoD NbGLPNe. CALALL
NM>YSdNDC @ Mo se PvIP eIPR>DC
LcP<sbe<eDe LbCHCNLGHSLAUC.
D>EDC>ND>LC P> o > <ID*NCICCH,

A5%a Cd oOJ anaA®YN<sh®IJC pede
AcD>RC b oADT® Ao <e/Lyn<Sb®<C,
aPc CLbdo™L Ac®o<®NCP>L*aq ®<C
Lo abtNeANdiso AcSPNsbec cCsL e
D NC>RYLMC . CLOL**LSbA

aDN® Ao /D << <G L CLlea
ASo/D>NPLL%Q GLe>%e CLED L. Sdyeal™®,
AP RPCE®,

Ab/PCSe (OLANJO): Sdvy*al™®, MC SUNe.
M™C Aob.

Aob: sdy*al®, AP/RPCS (DNANJC)
sdbeal®, MC 2ULNe dA®INL 0a 2T

15




you, Mr. Ferguson. My question to the
Nunavut Housing Corporation is the
Nunavut Housing Corporation’s response
to the Auditor General’s recommendation
concerning training of staff indicates that
the corporation is currently completing an
internal organizational review that has
identified the need for dedicated
contracting and procurement staff. What is
the status of this review and what specific
changes to the corporation’s structure are
being considered? (interpretation) Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
We have a first draft report on an internal
review which will be presented to our
board of directors at the end of May when
they meet. From there, we still have a
process to go through with GN Human
Resources in finding cabinet and FMB
submissions if there are dollars involved
and major re-organizational change. Part of
what we’re considering is having dedicated
staff in all of our offices, which are in the
Kivallig, the Kitikmeot, and in the Baffin,
and as well, to enhance our contracting
support presence in our head office in
Arviat. Those are the main changes that
we’re looking at. So we want to have some
separation in there where we have
dedicated staff responsible to oversee the
procurement processes in each office rather
than this being an added task on other
people’s responsibilities. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Thank you for your answer.
Just for clarification, yesterday, in the
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opening comments of the Nunavut Housing
Corporation’s president, he stated that
they’re having a job competition for a
(interpretation ends) head office contract
coordinator position. (interpretation) He
did say this was being advertised. | would
like to ask what stage they are at. Are you
in the preliminary stage or are you in the
screening stage? | just want to get an
update on what stage this is in. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
That position in our headquarters in Arviat
has been advertised unsuccessfully
numerous times and it’s currently
advertised until filled. That’s my
understanding. So we’re waiting for
qualified applicants and we’re renewing
our efforts on recruitment not just for that
position but for a number of positions. So
we will be going out once again to attempt
to fill that position.

I should note as well that one of the roles
of our new term position of senior manager
of contracts and procurement will be to
hopefully train this position once we get an
incumbent in it. So we’re redoubling our
efforts to try to get this done post-haste.
Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Thank you, Mr. Barriault.
Also, I would like to ask a question to the
president of the Qulliq Energy Corporation.
(interpretation ends) The Qullig Energy
Corporation’s response to the Auditor
General’s recommendation concerning
training of staff indicates that initial
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training will begin in April. As of today,
how many employees have participated in
this training and who is delivering the
program? (interpretation) Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
To the first part, the training is being
prepared and delivered by Community and
Government Services and from within
Qullig Energy, I believe it’s somewhere in
the range of about eight to ten staff that
attended the training. This is the first phase
of training that we have in April and
Community and Government Services
workers, in cooperation with Qulliq Energy
employees, are preparing more
comprehensive training related to specific
aspects of QEC’s framework and that
training will be taking place in May and
June. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) The
Qullig Energy Corporation’s response to
the Auditor General’s recommendation
concerning training of staff indicates that
the corporation will “organize training that
encompasses the common law principles as
well as procurement rules and procedures.”
Can you describe to me the corporation’s
understanding of these “common law
principles” as they apply to the
corporation’s contracting activities?
(interpretation) Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
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The training is going to encompass all
aspects of procurement related to the Qullig
Energy Corporation. They will look at the
Financial Administration Act, aspects of
the FAM manual where it’s applicable to
QEC, as well as any other legislation, be it
the QEC Act or any other legislation out
there that is relevant in terms of
procurement for the Qulliq Energy
Corporation. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) My
next question is again to the Qulliq Energy
Corporation. You also indicate that the
corporation will provide training to the
board of directors, senior management, and
all budget holders. My question is: to what
extent is the QEC’s board of directors
involved in approving the operations of
day-to-day contracting and procurement
activities? (interpretation) Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook.
President of the Qullig Energy
Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
The board of directors has direct
responsibility for the governance of the
Qullig Energy Corporation. In order to
carry out that governance moving forward,
our system in that objective, we’re hiring
or recruiting an internal auditor position
who reports to the board of directors.

The board of directors would give direction
to the internal auditor in terms of what
aspects of the operations within the
corporation that they wish the auditor to
review. In order for the board to be familiar
with all aspects of the operations within the
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organization, we’re offering them the
opportunity to participate in the
procurement training so that they have an
idea of what they would like the auditor to
be auditing the corporation’s operations
when that position is filled. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. A question also to the
Qullig Energy Corporation. (interpretation
ends) The Qulliq Energy Corporation had
indicated that the corporation was to have
developed new procurement policies by
March 2012 and new procedures by June
2012. When will the QEC’s new
procurement rules and procedures be tabled
in the Legislative Assembly? I presume it
will be the spring sitting. (interpretation)
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
The work being completed by the
procurement committee within the Qullig
Energy Corporation in terms of the
development of the new framework and the
associated procedures that go along with it,
as well as the training program for budget
holders, procurement staff, and other
employees within the Qullig Energy
Corporation, will be presented to the board
of directors at our quarterly meeting in
Baker Lake in June. With the board’s
approval, then the document will become a
public document for public consumption,
which clearly states then what our
procurement framework is within the
Qullig Energy Corporation. Thank you,
Mr. Chairman.
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Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) Have
the new procurement policies been
developed, as indicated that they would be
by March 2012? (interpretation) Thank
you.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Yes, the overarching policy for
procurement within the Qulliq Energy
Corporation has been developed. The
procurement committee that’s doing the
work is currently working on the various
procedures related to that framework
policy. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you.
(interpretation ends) On another issue, if |
may, Mr. Chairman, and my question is to
the Auditor General’s office. In paragraph
21 of your report, you indicated that you
“found an instance where Qullig Energy
Corporation was using an internal
procurement policy that had not been
approved by the Corporation and was not
in line with the Government of Nunavut
procurement framework.” Can you
describe the specific ways in which the
policy was not consistent with the GN’s
procurement framework? (interpretation)
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
I will ask Ms. Schwartz to respond to that
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question.

Chairman: Thank you, Mr. Ferguson. Ms.
Schwartz.

Ms. Schwartz: In terms of the internal
policy, it was a document we found in
QEC’s policy manual that had not yet been
approved. The key issue that we found
contradicted the GN rules was that it states
that any purchase orders over $5,000 can
be tendered through an invitational tender,
which means you just invite three people
and ask them to submit a bid.

In the GN’s rules, an invitational tender
should be limited to those contracts under
$25,000 or unless the DM approves it, it
could be more than that, according to the
2010 manual. The key issue was that in that
policy, tendering over $5,000, you could
just invite three bidders and we would
expect that it would follow the GN rules,
which should be limited to a dollar
threshold. Thank you.

Chairman: Thank you, Ms. Schwartz. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | didn’t quite understand
that response. (interpretation ends) Mr.
Chairman, can I ask Ms. Schwartz to try
and explain that to me again? I’m not quite
sure | understood that. (interpretation)
Thank you.

Chairman: Thank you, Mr. Enook. Ms.
Schwartz.

Ms. Schwartz: Thank you. Sorry for the
confusion. In their policy, if you’re going
to award a purchase over $5,000, you don’t
have to put it out as a public tender; you
don’t have to invite everyone. You just
invite three bidders and they submit a bid.
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In the GN rules, that’s not a regular
practice, unless it’s for a small amount, i.e.
under $25,000. In that policy, we see them
using more invitational than we would
expect would have been found. Thank you.

Chairman: Thank you, Ms. Schwartz. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) Mr.
Chairman, you can rule on my next
question if you must or if you have to. Can
we get more specifics on exactly what
contract we’re talking about, if that is
possible? (interpretation) Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook. | think
what the Auditor General’s department was
saying was that the policy isn’t being
followed and it was for all of the contracts,
not just one or two. I’ll let Mr. Ferguson
answer that if I misunderstood something.
Mr. Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Yes, | think what we are referring to here is
the fact that we found this policy which, in
general, was not consistent with the policy
of the Government of Nunavut. This
section of the report, in paragraph 21, is
really talking about that whole issue of the
appropriate framework for Qulliq Energy
and where we had noted that the
framework hadn’t been approved by the
corporation’s board of directors. In fact, we
found this practice that was being used,
which was a documented approach, where
we felt it was inconsistent with the
Government of Nunavut’s procurement
framework. So this was a general comment
in the context of looking at the overall
framework for purchasing within the
organization. Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Ferguson. Mr.
Enook, does that help?

Mr. Enook: Yes, it does, Mr. Chairman.
Thank you. If I may, Mr. Chairman, again
with Qullig, the Qullig Energy
Corporation’s response to the Auditor
General’s recommendation concerning
contracting rules indicates that its new
procurement policies and procedures will
be approved by the corporation’s board of
directors. To what extent was the
government’s Public Agencies Council
involved in reviewing and approving these
items? (interpretation) Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Where we are in the process is we have
developed a policy. We’re currently
working on the procedures related to that
policy and to flush out the framework.
Once that process is complete, which we
anticipate to be completed over the next
month and a half or so, we will be
presenting the purchasing framework
completely to the board of directors in
Baker Lake in June. They will review it.
We will take their recommendations and
make any modifications or changes to the
framework. Once they have completed
their review and approved it and on board
resolution for acceptance of the new
framework, the framework then becomes
available for public consumption. We can
certainly then send it to PAC for their
review. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. (interpretation ends) Again
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to Qulliq Energy, who was working to
develop the QEC’s new policies and
procedures? Corporation staff or outside
consultants? (interpretation) Thank you.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Perhaps | can give some background before
answering the question. In January 2010,
QEC created a procurement committee
established by senior management to
identify aspects of QEC’s procurement
processes for review. So that was long
before the OAG’s audit.

In January through May, the committee
looked at various legislations and
jurisprudence in regard to decisions by the
Supreme Court of Canada, reviewed
procurement frameworks of the Northwest
Territory and the Yukon, and then
reviewed that of the GN. The decision was
made in June 2010 to use the GN as a
reference in developing the QEC
procurement framework.

In September of 2010, the committee began
working with the OAG in terms of their
audit. A decision was made at that time to
wait for the findings of the audit to be able
to incorporate those findings and
recommendations from the audit into the
QEC procurement framework.

Currently, right now, within staff
internally, there are some people within
senior management as well as legal counsel
and we’re utilizing as a resource the audit
findings from the OAG as well as the
various documentation available from the
Government of Nunavut’s CGS
department. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
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Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | also thank you for giving
me the opportunity to ask questions. | have
another question for the Qullig Energy
Corporation. (interpretation ends) The
Qullig Energy Corporation’s response to
the Auditor General’s recommendation
concerning contracting rules indicates that
its new procurement rules will “rely on the
Financial Administration Act and the
Financial Administration Manual, where
applicable, with modifications to meet the
needs of a revenue-generating Crown
utility.”

My question is: what specific
“modifications” does the Qulliq Energy
Corporation consider necessary and how
will its procurement practices differ from
those of government departments?
(interpretation) Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
The various components of the Act
provides for exemptions for Qulliq Energy.
Looking at part 9 of the FAA in regard to
public agencies and subject to certain
provisions of the Act, it provides for
distinct financial provisions and
requirements which are applicable to the
corporation.

A fundamental principle enunciated in part
9 of the FAA is that the corporation is to
“establish the form and content of financial
records and accounting systems for the
public agency in accordance with accepted
accounting principles and practices.” The
same thing applies with any section within
the FAM or FAA or other legislation that
provides for the corporation to operate
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distinctively different from the GN. We’re
looking at ensuring that we have created
the policies and procedures to ensure that
we do that correctly. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. | was
hoping to follow up on a couple of
questions going back to Mr. Rumbolt’s
question about human resources and it’s
specifically directed to the Nunavut
Housing Corporation. Mr. Barriault had
mentioned that for hiring within the
Nunavut Housing Corporation, the
corporation actually goes through the HR
department within the Government of
Nunavut.

I think one of things that came out from the
audit and different times that the Nunavut
Housing Corporation has been before us,
one of the things that have happened was
the sole sourcing or the contracting of
individuals who were former employees of
the Nunavut Housing Corporation hired to
do work not as employees but as contract
workers.

I was wondering if Mr. Barriault could
explain: if you’re using the Department of
Human Resources to hire these people,
how do they end up being contracted out? |
don’t see how that fits. Maybe if you could
explain how that works. Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
GN Human Resources is recruiting on
behalf of the Nunavut Housing Corporation
to fill positions indeterminately or for term
positions. As well, we use GN Human
Resources to assist us in hiring casual staff.
While waiting for positions to be filled, the
activities still need to be maintained and
the work needs to continue. In those cases,
we have been, at times, using contracted
services to temporarily fill those positions.
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If the recruitment process takes long or we
are unsuccessful in the competitions, then
some of those contracts need to be
extended to continue the work.

In some cases, because of the specialization
involved, we’re having difficulty recruiting
people permanently into those positions or
full time into the positions. So some of the
contractors available who are willing to
work only for short times, typically in

some cases, are not interested in applying
for the full-time job. Some of those do have
previous housing corporation experience
and some of them also have previous
Community and Government Services
experience. So you typically will find
someone who understands the job functions
most readily and ready to perform when
they land on the ground in cases where
they have performed the job in the past or
something similar. Thank you.

Chairman: Thank you, Mr. Barriault. In
terms of who handles the contracting of
them, does that go through the process of
you where you would sign off on it or is it
the responsibility of the five I think you
call them district offices, where they have
the ability to do that type of contracting to
have someone fill an important position?
Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The district and head offices may
recommend or request to contract someone.
However, all of the consultant type
contracts are signed off by me. Thank you.

Chairman: Thank you, Mr. Barriault. |
guess another follow-up in terms of how
this rolls out and ends up happening... .
You just mentioned, 1 think, there was a
job that was advertised in Arviat that still
hasn’t been filled and it has been re-
advertised and re-advertised. If you’ve got
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HR working on filling that position and
then you have contracted somebody for,
I’m assuming, a term, is there something
written in the contract that if someone is
hired full time, that person is no longer
needed or how does that work?

If you have two people doing the same job,
I’m not seeing how. If you’ve got someone
filling a position in a contract position, I’m
sure it’s a term of a certain date to a certain
date, but then if HR and their speedy
service end up filling a position in 150
days, then you’ve got two people working.
Could you explain how that works? Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The Nunavut Housing Corporation uses the
standard GN service contracts for
consultants and there are standard clauses
in there that allow you to discontinue the
contract at any time without cause, as it
were. So the terms of the contracts usually,
in those cases, are that you are filling
during a vacancy and it is made quite clear
that should that vacancy be filled, those
services may no longer be required. There
may be a desire from the corporation’s part
meanwhile, though, to have some overlap
to provide some hand-off or transition and
training and whatnot. Thank you.

Chairman: Thank you, Mr. Barriault.
Again, with Mr. Enook’s questions
regarding, | believe it was the contract
coordinator position that has been re-
advertised a number of times, | think some
of the Members were asking. | was curious
to find out: what skills or what type of skill
sets are you looking for, or does the
corporation or even QEC and the
department, when you’re talking about a
contract coordinator, what specific skills...
? 1 guess it would be in the job description
or what else would be in the advertisement,
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but could you elaborate on what type of
skills you’re looking for, for individual
who would hold the position as a contract
coordinator? Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
What we’re looking for mostly is
experience in contracting and procurement.
Training and familiarization with the GN’s
practices or GN-specific processes is
something we can provide in-house and
with the support of CGS as well as a
central agency. We’re not limiting
ourselves to someone who has GN
experience; we want someone who has
experience in procurement in general,
whether that would be private sector or
government. Some of that experience can
be obtained through designations in the
procurement field or through work
experience. More than anything, they need
to have familiarization with contract law
and some of the general legal requirements.
The GN processes are basically a
framework for applying the legal
framework. Thank you.

Chairman: Thank you, Mr. Barriault.
Does the Department of Human Resources
or does your corporation have minimum
requirements? Like you said, experience,
but are there minimum designations or are
there university qualifications or college
requirements? Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
In terms of designations, some of the ones
that we’re looking for, we usually advertise
as an asset rather than a requirement,
depending on the level of the position. If it
was a higher level position, we may be
requiring a designation.

Many federal job ads, for example, you
will see now are looking for a project
management professional designation to do
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project management work. Some of these
designations are provided through industry,
institutes, or associations. They’re not a
government designation or necessarily a
university designation; they’re more of an
industry designation. Those are one way to
obtain skills and we have had staff
participate in those training programs with
those institutes.

What we’re looking for generally, though,
is a minimum number of years of
experience in the procurement field. Thank
you.

Chairman: Thank you, Mr. Barriault. That
does help because, again, I think you had
mentioned the idea that you had different
individuals doing the hands-on work
actually doing procurement as well. It helps
me understand a bit better how hard it is to
kind of wear two hats when you’re doing
that.

You had mentioned the idea of succession
plans or succession planning and I know it
goes to what Members are talking about in
terms of human resource capacity issues.
All the witnesses had mentioned about high
turnover. What | was hoping was if, Mr.
Barriault, you could start by expanding on
how elaborate, how complicated, and how
involved are you within the corporation in
the succession planning. I think this is a
key thing that keeps coming up.

With what Mr. Enook was saying where
we keep getting these Auditor General’s
reports, whether it’s within HR, whether
it’s within the Department of Finance, and
whatnot, where we have high turnover
rates, the problem with retaining
individuals, and we know people come and
go, so we need to realize that we have it
and then move past it, | guess, is what I’'m
trying to get at.
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If you could expand on the succession
planning, and then what I’ll do is turn it
over so that Ms. Lausman and Mr. Mackey
can sort of think about what they do within
their departments. | know Ms. Lausman
said yesterday that there were evaluations
that they did on employees to help them
improve. Maybe you could talk about that
as well. So we will start with Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
GNHR has a mentorship program and
there’s actually quite a lot of support
available through the GN to support these
types of initiatives. The key to the matter,
of course, is to fill a position first. Once
you have an incumbent in place, they need
the time then to get familiar with their job
and their functions. Once they’re fully
functional in performing their job, at that
point, we can start looking at mentoring
roles.

There’s funding available through GNHR
to recruit and hire people who are
interested in getting into these mentorship
programs. Depending on the skill sets
required to fill the job, the mentorship
program will involve some education
components which could lead to one of
these institutes, as | noted earlier, or could
involve attending school, whether it’s
through a community learning centre,
Arctic College, or elsewhere.

Programs can be designed for specific job
functions. It’s worth noting that in some of
the more technical positions, the training
required in any form will involve, for
example, going to trade school and
obtaining your journeyman status. Some of
these things are not as easily undertaken
through a mentorship program. So we have
to keep in mind which positions and which
roles are best suited for that.
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In some cases, if you want to become a
building inspector, your best training is to
have worked in the construction field
building houses. Now you can go and
properly inspect the construction of the
house because you know how they’re built
firsthand. You take someone without any
construction background and ask them to
be a building inspector would be quite a
challenge, as really the best training field is
to work in that field first and then you
transition into a different function.

So with the mentorship program, I’m very
much interested in pursuing that and we
will continue to work with GNHR to
pursue those opportunities. Thank you.

Chairman: Thank you, Mr. Barriault.
Next, we will have Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
CGS actually engages in a number of
different strategies too, not only succession
plans but to really build for the future. A
lot of the details of that are included in the
CGS business plan and I may not hit all of
them right at this moment.

We offer a number of support programs.
For IT, for instance, we have a contribution
to scholarships to encourage and support
high school graduates going into further
study for various IT programs. We
participate in the GN programs for
internships and we’ve got a number of staff
going through that.

We use transfer assignments within the
department and across departments to
allow different folks to experience different
types of work that will allow them to add
their talents and actually gain experience as
well. We support different staff going on
educational assignments and | mentioned
that yesterday, where we’ve got someone
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currently taking their purchasing
designation right now and will be
returning, | believe, this summer.

We have set up a memorandum of
understanding with the University of
Manitoba, and Minister Kusugak spoke to
that at the last session, whereby we’ve got
engineering co-op students coming to
Nunavut to work for their four-month work
term and, at the same time, gain experience
of working in this environment and
working in their field.

Also, encouraging through visits and
liaison with high schools, encouraging
Inuit students and Nunavut students to
actually see engineering as a worthy career
pursuit, that has resulted in one applicant in
the first year going into the University of
Manitoba’s engineering faculty, which is
great. So we’ve got that program working
out quite well.

We have also instituted a senior leadership
academy and that’s dedicated to the senior
managers within CGS. We are focused on
building teams. We’re focused on
leadership practices and training. That
includes coaching so that all of this better
management practice, building teams,
working as teams, and leading staff can be
practised within CGS as a whole and, in
fact, pushed down to different levels of
management.

So we have taken a number of different
strategies and we’re working on all of them
at the same time, and we’re seeing
incremental results in that. You see the
positive results from education and training
over a longer period of time. Obviously
education takes longer than day-to-day
training, but we’re seeing the benefits of
taking a multi-pronged approach to
planning for the future, filling today’s gaps,
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and increasing the level of knowledge and
training throughout the organization of
CGS.

We still have many challenges. We’ve got
specific technical positions that are very
difficult to fill, hard to recruit for, and
we’re looking at different strategies around
that as well. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
In terms of succession plans within the
organization, every position, from
supervisors, managers, to senior
management, has, as part of their goal or
objective, the individual to identify a
successor from within their group or the
department to work with the Department of
Human Resources within Qulliq Energy to
develop a career development plan along
with that individual that allows that
individual to move from their current
position to ultimately being the successor
and taking over the role for the individual
who is in there whenever that individual
does leave. So the key here is having a
successor identified for every position and
having a specific career development plan
for that successor so that they are able to,
whenever that person leaves, step into it.

The career development plan may include
specific education requirements, be it
online education, university, or a short
attendance at a university or attendance at
the Arctic College or whichever.
Depending upon the position, the education
will be provided to them through QEC as
well as specific work experience that give
them the opportunity to actually do the
work that they would be expected to do
following the succession.
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Other aspects of our programs for
succession to ensure that we handle
turnover are our apprenticeship program,
which we have heard lots about it in the
House. It’s very aggressive and we have
been quite successful in fulfilling most of
our trades positions with Nunavummiut
through that program.

Looking at some of the challenges that we
have in terms of filling, right now, we’re
focusing on finance and engineering staff.
Those are difficult positions to fill and
certainly we’re not able to fill them from
the north. What we have done is created a
program through our IEP program that
focuses on high school students, looking
for high school students in grades 10
through 12 who are interested in
engineering or finance. We’re looking at
partnering with schools and with the
individuals themselves as they finish their
high school programs and sponsoring them
when they attend university.

We’re looking at a comprehensive long-
term plan with the individual that allows
that individual to sign on with QEC, work
with QEC during summers, during breaks,
but attend university to get their degree and
ultimately then work with QEC long term
to get their accreditation and be a long-term
employee with QEC. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. We
are working on the procurement
framework, paragraphs 10 to 22 in the
Auditor General’s report. | have Mr. Curley
next on my list. Mr. Curley.

Mr. Curley: Thank you. I will follow up as
well with the other questions, but I want to
raise a question to Mr. Mackey here. |
thank him for the update on the human
resources and training, various plans and
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strategies that he has for the corporation
and personnel.

I think all of us know pretty well that the
corporation has had quite conflicting
relationships with its employees and there
are a number of court cases that individuals
are involving the corporation. Can the
president at least assure us that many of
these cases have now been resolved or are
there still ongoing conflicts and court cases
involved with the former employees who
resigned, or is there now better teamwork?

I think it was quite evident during the last
three years that there has not been real
teamwork in this very important function
of the whole of Nunavut as a Crown
corporation. So I think it’s important to
give us a bit of that because you alluded to
a number of human resources strategies.
Without having an update on that, we
might fall into the same situation again.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Curley. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
can’t speak to the cases that are pending
and the majority of the cases that are out
there, the three that are there, are still
pending, so there’s not much | can talk
about them.

What | can say, though, in terms of the
Member asked about the morale within the
organization itself, just before | became
president, the Qulliq Energy Corporation
completed an employee survey. It was
completed by an independent firm outside.
It gave freedom for the employees within
the organization to speak to any concerns
that they had with the organization as a
whole, with senior management, with the
president, with the board, etcetera. The
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results of that survey were very telling. It
did talk about some things that were broken
within the organization back in 2009. It did
talk about concerns raised for
communications and various other aspects
within the organization. We worked from
2009 until 2012 to correct some of those
things that were broken, to mitigate some
of the concerns that were being raised by
employees.

We completed another survey a few
months back utilizing an external firm
again and giving employees the
opportunity to be very expressive and say
what their concerns were without any
repercussions and it was completely
anonymous. The results of that survey are
in and it shows the morale within the
company has jumped dramatically. It has
improved hugely from 2009 to 2012.

We do have the results of both those
surveys and we have compiled them for
comparison purposes and for our board to
review so that they could see the work that
they asked us to do over the past few years
and what has been accomplished. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Curley.

Mr. Curley: Thank you. Mr. Chairman,
yes, it’s quite important to have that
understanding. | will not ask for you to
table that document because | think you
guys are probably on the right track in
addressing them head-on. Thank you.

I have some questions to the Auditor
General here. It has been alluded to in the
report throughout that there are weaknesses
in terms of not fully understanding or
experience in administering procurement
and contracting procedures. Therefore, the
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training aspect requirements in various
sections are alluded to.

I want to indicate here and make it quite
clear that as politicians, we really don’t
know which positions do require training.
We haven’t the slightest idea which
position or who lacks training. | think you
are in a better position to tell us and you
have been very careful not to specifically
identify a position that requires training,
but I think you can help us by answering
this question: what evidence have you
found that there are actually weaknesses in
that field, lack of training and lack of
understanding? Who is responsible for
providing that training? Is it an in-house
training requirement?

I know that the various contracting,
particularly the territorial government’s
contracting policy manual is really quite
complex, the Financial Administration Act.
We need your guidance, though. Unless we
know who in these various positions
require training, we’re just going to be
continuing to talk informally about or
promising training that may never come
around. So could you elaborate further on
that? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
The observations on training really come
from the fact that we identified some
weaknesses and we identified some issues
where that perhaps there were
inconsistencies or the rules weren’t being
applied properly. In interviews with people
about some of the reasons for that, one of
the reasons would have been a lack of
training or insufficient training.

We didn’t go to the extent of trying to
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itemize all of the people, all of the
individuals, and all of the training that they
might need. I think, though, again it’s
something that the organizations have
indicated is an issue that they have. So as
part of their action plans, | think, really, it’s
the organizations that need to identify
where those gaps are in training, who need
to be trained, and what they need to be
trained in.

Again, what we did was we identified the
types of problems, the types of
inconsistencies, and that one of the partial
factors of that was probably a lack of
training. | think it’s really more a matter of
the organizations to make sure they
document where training is needed, who
needs that training, and where that training
is going to come from. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ferguson. Mr.
Curley.

Mr. Curley: Thank you. I will quote in
part why I’'m following this up. In
paragraph 17, middle of the paragraph, it
says that “entity officials,” | assume that’s
the governmental officials, “mentioned the
lack of training. It is the responsibility of
the departments and corporations to ensure
that staff receive adequate training.
Providing regular training to staff is critical
given the high level of turnover of staff and
the lack of procurement specialists carrying
out contracting duties in the corporations.”
This is a critical part, | think, what your
report says. “Without sufficient training,
there is a risk that contracts may not be
awarded according to the rules. Some of
our findings suggest that reinforcement of
the rules through training would be
beneficial to ensure that contracts are
awarded and administered according to the
rules.”
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My next question, really, is: who is
ultimately responsible for establishing
training programs within these Crown
corporations and departments in your
view? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Again, we identified that there were areas
that needed improvement and that one of
the factors that was identified by the
organizations was the lack of training. |
think this is consistent with just about any
responsibility of an organization, that there
are rules. There is legislation that needs to
be followed in terms of procurement.
Procurement is important to make sure that
things are purchased openly and fairly. We
identify, as that paragraph states, some of
the problems that can arise if those things
aren’t in place.

To me, it’s just part of what an
organization needs to do. They have a
responsibility to procure in an open, fair,
and transparent manner. There are rules
that need to be followed. There needs to be
people in roles to make sure those things
are done. Therefore, it’s the organization’s
responsibility to identify the level of
training that people would need to be able
to fulfill those roles and responsibilities. So
I think it is really incumbent on each
organization to identify the level of training
that is required by their staff to make sure
that the organization is conducting
appropriate procurement practices. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Mr.
Curley.

Mr. Curley: Thank you. Would | be
correct in saying then that due to the high
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rate of turnover of personnel, you’re saying
to us that there definitely lacks training for
those involved in procurement
management or procurement delivery of
these policies in handling all of these
contracts? Am | correct in assuming that’s
what you meant? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Mr. Campbell will answer that question.

Chairman: Thank you, Mr. Ferguson. Mr.
Campobell.

Mr. Campbell: Thank you, Mr. Chairman.
Thank you for the question. Yes, I think
that it’s fair to say that there is a need in
procurement. When the auditors were
doing their work, they found that the rules
were not being followed. There were some
cases where it was clear that the individual
didn’t understand it or didn’t know the
rule, and then the follow-up questions
would be about training. There were cases
where they didn’t know the rules and they
felt that they hadn’t had the training that
they needed. So I think it was quite clear in
those cases.

I would maybe just add, if I could, if it
might help the Member in zeroing in on the
question, the training question should be
asked pretty well every time somebody
goes into a new position. There are two
streams for that there. Obviously, when
you’re hiring new people into an
organization, it’s important to make sure
that they have the training they need and
sometimes when we’re hiring from the
outside, people do ask that question
because it can be part of the hiring process.
More importantly, when you have turnover
within the organization, sometimes it can

DSHD>YSSPAC >N oC
Ac®a<eNCN> L 55 ML SbCeCHL

ASba AL®NC IPpbCro Lo o DASosIC
beDSGba 1“5 bLAD>BEC®D ¢ <IIALST< >
ADNb®I 0. HIGad bLRD 0. A2
AFLLL CAL®a. DPSb%Ire Psheb>as oc?
sdyeal®.

Ab/PCSe (OLANJO): sdvyal™®, C dc. MC
SN,

SLNe ONMNJO): Sdyeal™, Ab/RBCS, [MC
bL>c PD>oSLE CoAT™L.

A/ XPCSe OLNNYO): sd*al®, MC SUN.
MC bt>e.

bL>c OLANJ9): Sgveal™®, Ab/RDCse,
SgealC>® JAMLAC A, AALI*L
D>SbPea SdeDJc o >SasIC

Ao <PNCP>L NS bLA>RDIC CAPIL
o P>ASHCCSTS IS, L Ac e
LceC>CNSbeCe D>*NMLC A5 CA%a
JPYD>Le*PIC LLSbsL e PAo®

A®ba ALeN>I® CALACSPSbC>c D>SLE.
A, AA®AGL®eDJC Co T
ACLPNASHECSTS IS AStba ALSeC TR of,

Ac®o<se/ Lo 5<C
ACHLPN®C DL 5 A%ba AT o®
ALy <PR® ILSHECPIC A *NC. 0a D¢
LLbdY M 0C ML o¢ DG Ao <dPNNa
ACLNAGSe AASeASCD>HC A

ASba ALNCRGHLI™.

ASba AY®NCH<L <GS oC

ASba ALNCSo<d®N Y ALLADY® a>bde
AT <eNC>YASHILUC Sh>MNSeC> 5Ne
Ceb*L= A%ba AYNCGHLI™.

42




get missed.

I’m speaking generally here. So when you
have turnover and somebody leaves a
position and you bring someone else in to
do that, it’s really important at that point to
make sure that the training questions get
asked and that they’ve got the training that
they require to do the job. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. It’s very
important. | appreciate the response. |
think, appropriately, it gives me at least a
clear understanding as to how it actually
works.

So my next question, really, is to the three
officials there. First of all, I want to start
with Madam Lausman. Would it be
appropriate to say that there possibly
should be one type of training for all the
Crown corporations as well as the officials
on occasion in order to save costs? Why
have three different trainings to some of the
aspects of the territorial policies?

If my point of view is, | believe, in line
with the government’s thinking, it would
certainly save some costs. | know that there
are separate training requirements needed
for each position and so on, but if that were
to be followed by the government, would
that kind of thing be useful for the
government as a whole? Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
That’s an excellent question. Certainly
there are elements of commonality in
purchasing and contract management to
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contract administration and that extends out
through different types of contracts. It
makes perfect sense. There are certainly
cost savings to be had. We are doing
common training right now. In fact,
questions were asked of the corporations
about their action plans.

Over the last couple of days, there has been
common training being given to both
corporations offered by CGS. So that is
absolutely the proper way to go about
things, particularly when we’re already
capacity-strapped. So we are doing that
very thing. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Curley.

Mr. Curley: Mr. Chairman, through you, I
would like to ask the other two
corporations: would they be willing to go
along with some of that in order to
understand that we do have a way of
measuring some of the performances that
are required as follow-up as well as
training needs that are really critical, |
think, in the whole governmental
organization? Thank you.

Chairman: Thank you, Mr. Curley. We
will start with the President of the Nunavut
Housing Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
As Ms. Lausman has referred to in her
answer, the Nunavut Housing Corporation
is hosting this week a training session for
its entire technical staff from all of the
regions. So they’re all here in Igaluit this
week for that purpose. Besides some of the
more technical aspects of their functions,
our building inspectors are being trained in
contract administration, contract law, and
procurement rules.
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Yesterday there was a joint session of
training provided by CGS to Nunavut
Housing Corporation staff as well as Qulliq
Energy staff. Beyond that, our technical
staff is also being trained on housing
corporation-specific procedures through the
contract admin manual later on this week
as well. So very much we will be pursuing
common opportunities for training and
finding ways to work cooperatively to do
s0. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Curley. My mistake. That was Mr.
Barriault first and then the President of
Qullig Energy Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
echo the president of the Nunavut Housing
Corporation’s comments. QEC will
certainly utilize all of the resources that are
available within CGS in terms of
procurement and training. We look at CGS
as being the experts, certainly by the
volume that they do relative to the much
smaller purchasing that QEC does. It’s very
critical at this point in time for QEC to
utilize their resources.

We currently have two new staff that are
responsible for the majority of the
procurement within QEC. They have only
started as recently as a couple of months.
So they will be trained with CGS and we
will cooperate with CGS on the
development of specific training for QEC
that will be delivered by CGS to QEC in
the next month or so. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. | was
going to say, in viewing the clock, we’re at
about 10:30. What’s the wish of the
Committee? We will take a 15-minute
break and we will start back with Mr.
Curley again. Agreed?
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Some Members: Agreed.

Chairman: Okay. 15 minutes, 10:45.
Thank you.

>>Committee recessed at 10:31 and
resumed at10:52

Chairman: Thank you and welcome back.
When we left off, we were on the
procurement framework, paragraphs 10 to
22, and we had Mr. Curley asking
questions. So Mr. Curley, if you would like
to continue.

Mr. Curley: Thank you. Yes, not many
now, but | do want to follow up too on the
question that was asked by Mr. Enook with
respect to the Qullig Energy Corporation’s
response with respect to the training
requirements. | don’t know what paragraph
itis, but I’ll preamble my question by
stating that we have our own territorial
government and it has been a privilege to
enjoy the participation of Inuit people and
leadership throughout all of my colleagues
out here.

Not very long ago, 12 years ago or so, the
First Assembly was formed. | was just
reminded yesterday that it has been 30
years since the public participated in
approving the division of the NWT. That’s
the anniversary of the vote because of the
condition that the federal government made
in hopes, | think, that the public would not
agree to do the division. The then Minister
of Indian Affairs, Mr. John Monroe, said
that the Northwest Territories’ public
would have to concur with the division of
NWT.

Unlike any other division of the Northwest
Territories when it was then known as

Rupert’s Land, we had to subject ourselves
to the referendum, whether we want to split
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the existing Rupert’s Land. So we did and
by golly, we won by plebiscite. Over 82
percent of the public in Nunavut voted to
split the Northwest Territories. It was a
great campaign. So that was April of 1982,
the first public involvement, when the
question was asked to the public: do you
support the division of the existing territory
into two territories? So that was a grand
statement.

The reason | said that is I’m getting a little
confused with the statement when a Crown
corporation like Qullig Energy alluded to
principles like common law principles of
contracting procedures. | think that by all,
it goes without saying that all the
governments adhere to the basic common
law principles as well as that. Why make it
so outstandingly clear?

Avre there provisions in our existing
policies that don’t really quite fit into
common law? Is that why you’re making
statements that the corporation understands
the common law principles as they apply to
corporate contracting procedures? Why
would you want to highlight that particular
principle when we’re all in a free country?
We’re not doling out any deals under the
table or whatnot, and so on. We’re not
subject to bid rigging and all throughout,
anywhere.

So I would like the president of QEC to
help me out a bit in understanding exactly
why he’s so hung up on complying with
that when he can’t even comply with not
having the existing policies and procedures
in place himself, contrary to the common
law requirements. Thank you.

Chairman: Thank you, Mr. Curley.
President of the Qullig Corporation, Mr.
Mackey
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Mr. Mackey: Thank you, Mr. Chairman.
Of the two aspects, one is the corporation
currently has in place... . After the audit or
recommendation of the OAG, the board has
approved the GN procurement framework
in the interim until the framework relevant
to QEC is developed and approved by the
board of directors. In looking at the QEC
procurement framework, the committee,
which one of the members is our legal
counsel of Qullig Energy, is looking at all
aspects of all legislation that would be
relevant to QEC’s procurement framework.

The common law component of it
comprises the body, principles, and rules
resulting from judgments and decrees of
the courts, and in particular, the Supreme
Court of Canada. Given that we have
contractors that come not necessarily from
Nunavut but from Canada, they win some
bids and even internationally, we have to
ensure that the framework itself looks at
previous jurisprudence and ensure that we
don’t leave ourselves open to, potentially
with a contractor, having an opportunity for
us to be brought into a legal suit.

So it isn’t to preclude any aspects of the
legislation that currently exists that we
operate under. That is a major component
of it. It’s just to add to it to ensure that the
framework is complete and comprehensive
before we present it to our board for their
approval. Thank you, Mr. Chairman.

Chairman: Thank you Mr. Mackey. Mr.
Curley

Mr. Curley: Thank you. | appreciate that, |
think, that legal advice. But | believe that,
as all political leaders as well as managers,
we expect our officials to comply with the
existing rules and regulations that have
been approved by the cabinet.
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It’s a right of any individual in Canada if
they feel they have been taken advantage of
or discriminated or not fairly treated that
we have a judiciary, that individuals or
contractors can ask the courts whether or
not it was a fair bid or if it was fair play or
not. | don’t think we can have an ironclad
policy that says this is a 100 percent fail-
safe provision and that kind of stuff. We
have ongoing, existing court cases that are
going, including your employees, and so
on.

The reason I’m dragging this on is because
of this question: does the NNI Policy, in
some ways, implicate common law
provisions with respect to your
understanding of it? I’m asking the
question to all three of them. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Curley. We
will start with Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
would like a legal counsel to advise me on
this. I think NNI is separate from common
law principle. NNI has its own right under
Acrticle 24 and certainly under the NNI
Policy in terms of how that’s followed. I’'m
not aware of any specific common law
cases that have ever been brought up in
regard to NNI. I certainly think that NNI,
based on the merit of Article 24 and its
policy, would win over anyway. It’s my
understanding, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Next,
we will go to the President of the Nunavut
Housing Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
My understanding of the NNI Policy is that
it is indeed a Government of Nunavut
policy. It was developed in response to
Article 24 of the Nunavut Land Claims
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Agreement. So it’s not something you
would find typically in civil law, but it is
enacted through the Government of
Nunavut as an adopted policy and, as such,
is binding to government entities as
described within the policy itself. Thank
you.

Chairman: Thank you, Mr. Barriault. Now
the Deputy Minister of Community and
Government Services, Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I certainly agree with my colleagues. The
NNI Policy is a government policy in
response to Article 24 of the Nunavut Land
Claims Agreement. Article 24.9.1, .2 and .6
speak to that the fact that NNI is actually a
preferential procurement and contracting
policy. That’s not unlike various other
policies that have come forth from different
jurisdictions throughout time. It’s not
unusual. There is probably case law on
preferential procurement and contracting
policies throughout Canada.

We certainly liaise with our legal
department in justice. We liaise with
ED&T and review these things so that we
can ensure that any application of the
preferential procurement and contracting
policy is consistent with sound
procurement management, which is also
referenced in part of Article 24.6.1. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. I’'m
sure Mr. Long is taking some notes. When
we get to the NNI Policy, section 71, this
afternoon, you will probably be answering
lots of questions regarding this. Mr. Curley.

Mr. Curley: Thank you. I, too, will ask the
Deputy Minister of ED&T that same
question, whether or not the NNI Policy
forms part of the common law practice.
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Therefore, it is not unusual. Could he
respond similarly, giving him the privilege
of responding as well? Thank you.

Chairman: Thank you, Mr. Curley. If you
want to do a brief response, Mr. Long.

Mr. Long: Thank you, Mr. Chairman. For
our departmental focus on this, we see
NNI, as a policy based on Article 24, as
being essential within its rules. It must be
applied to purchasing. In addition to that,
we see that the procurement departments
are required to follow good process under
common law and other legislation. It is one
component that is very important. As far as
common law is concerned, this is unique to
Nunavut that we have Article 24 as part of
the land claims agreement.

There are preferential purchasing
arrangements in other parts of Canada, but
they don’t have the same strength as NNI
does because it isn’t part of federal
legislation. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Long. Mr.
Curley.

Mr. Curley: Thank you. | appreciate that.
The particular article that the Deputy
Minister of CG&S referred to involves a
bid criteria aspect that could be formed as
part of the contracting policy with respect
to Inuit component aspects of tenders.

As | indicated earlier in my statement
yesterday, the NNI Policy has worked up
until 2008 and the negotiations have been
concluded with the Inuit organizations and
they have signed on to it, so has GNWT at
that time, that was responsible then for this
aspect of the territory, and the federal
government has definitely signed on to it.
So what scares me is that CG&S may be
trying to get a new deal that would
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implicate the rights and privileges that have
been negotiated by all participants prior to
surrendering the aboriginal title. We have
gone beyond that now.

So can the Deputy Minister of CG&S
ensure that she will not continue to try and
undermine, particularly the reference that
she did not quote, 24.4.3, where it obligates
the GN to consult with the DIO when any
modifications of the policy are being
framed, that you will defer these questions
to the Deputy Minister of ED&T for
consultation if you have any concerns?
Could you assure us that you will do that?
Thank you.

Chairman: Thank you, Mr. Curley. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
It is very clear within the GN that ED&T is
the lead liaison on the NNI Policy for the
government and that’s their requirement to
take that forth to deal with NTI and other
organizations around the NNI Policy
relative to Article 24 and | think they have
been very actively involved in that. I think
that my colleague, Deputy Minister Long,
can speak in more detail to that itself.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Curley, do you have any questions on
paragraphs 10 to 22? Once again, you have
gone into paragraph 71 and | have other
Members that would like to ask questions
on paragraphs 10 to 22. Mr. Curley.

Mr. Curley: Thank you. I’m taking the
position that the report is not that deep or
that complex, so I’ll defer my question
until then. The NNI Policy has been
alluded to in earlier chapters as well, right
from the beginning, and that’s why I’'m
taking the time. I’ll stop for a while.
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Chairman: Thank you, Mr. Curley. | have
Mr. Ningark on my list. Mr. Ningark.

Mr. Ningark: Thank you, Mr. Chairman. |
think we spoke all day yesterday about the
need for education and training and again
we are talking about the need for education
and training, especially within procurement
staff.

We ask the question: who is ultimately
responsible? | think we all know that it is
critical that procurement staff is
responsible for ultimately maintaining the
integrity of spending public funds. | don’t
think we can overemphasize the need for
training. Why is it so critical that we have
the right people doing the right thing in the
division of contracting of this public
government? Mr. Chairman, we are talking
about safeguarding the public funds.
Therefore, we have to maintain, like I said,
the integrity of spending public funds.

Secondly, efficiency and the effectiveness
are important. We want to make sure that
goods and services that we provide, it is
our mandate, be reasonably priced, are of
high quality, and on time. We want to
ensure that we maintain public confidence.
It is not uncommon, Mr. Chairman, to hear
across the country and around the globe
people, politicians, and management people
who personally benefit from such

contracts. We hear about conflict of interest
often associated with procurement
processes. We also want to maintain
supplier confidence. We want to do the
right thing for the benefit of all the people
who put us where we are today. That’s our
mandate.

I would like to follow this up with a
question to the witnesses of the
government, corporations, and agencies.
How important is training within your
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procurement staff? Is it a priority or is it
somewhat of importance? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningark. We
will start with the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
Training is absolutely essential. The whole
role of procurement really is about open,
fair, and transparent practices to ensure that
not only are we being good stewards of
public funds but that we are getting the best
pricing for limited budgets, that we are
getting the best value for government for
achieving the mandate that our government
has put before us.

CGS takes training very seriously. We
currently have 12 procurement staff within
CGS; three have professional procurement
and logistics designations, two at the
master’s level. We have a combined
experience of over 150 years within that
category of staff. We use mentoring for
new employees. We seek out continuing
education through PMAC, which is the
Purchasing Management Association of
Canada. We put together intern programs
and put staff through that, which includes
additional on-the-job training. We hope to
have a fourth person with an official
designation, as | mentioned earlier, back on
staff of August of this year.

We continue to focus on training and
education to ensure that anyone involved in
procurement understands the rules,
understands how they go about procuring
so it is fair, open, and transparent, that
they’re following processes relative to the
GN framework, and that they are
documenting how they go about their
process on the files so that we have records
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of what we have done to ensure that we
can, in fact, indicate that we are following
rules so that we are getting best value for
money. We continue to promote staff
training through various other
methodologies that | referred to earlier.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Next, we will go to the President of the
Qullig Energy Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Training at Qulliq Energy is critical
throughout the company and certainly very
specifically within procurement. As |
mentioned earlier, successors are identified
within the organization for all positions. As
part of the professional development for the
individuals, training and education is a key
component of it.

Training is even more critical in the
situation where we find ourselves now,
where we have two new key people within
our procurement team. Of the three, there
are two new ones. Training is very
essential so that they become familiar with
all regulations and rules pertaining to
procurement. Also, | guess training is
equally important for these two new ones
so that they’re able to provide the
mentorship for the local staff that is being
planned for succession and development
into those positions. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The Nunavut Housing Corporation also
values training of its staff. We have been
working closely with CGS to obtain some
of the training and we are providing what
we can in-house as well. In many cases, we
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will have some of our staff from one office
travel to another office to provide that
training, depending on their expertise and
availability.

We do recognize the need for a more
formalized approach to training and we will
continue to work with CGS, QEC, and
other departments and agencies to enable
that. As well, we do recognize that we are
providing training right now to people who
have other job functions and as such, we
have identified the need for dedicated
procurement and contracting staff. So we
will be pursuing that avenue as well.

It’s worth noting that we did have a term
procurement officer who was funded
through our capital programs. The problem,
of course, with these types of positions is
once the funding expires, so do the
positions. So this one incumbent, for
example, we had been putting through a
training program and this person is actually
now working for CGS as part of their
procurement team.

So it may be worth noting that some of our
recruitment efforts, as with other
departments and agencies, sometimes result
in trained staff being made available for
other organizations, whether they be within
government or the private sector. Thank
you.

Chairman: Thank you, Mr. Barriault. Are
there any more questions? | have the next
section, awarding of contracts, paragraphs
23 to 42. | know Ms. Ell has some
questions, but before we move on, do you
have questions? Just so | have it clear and
so | don’t confuse people, this is from
paragraphs 10 to 22? Okay. I’ll add your
name to the list. I’ve got two people
already before you, Mr. Rumbolt. Ms. Ell,
we’re moving on to the awarding of
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contracts, paragraphs 23 to 42. If you
would like to ask your questions, Ms. ElI.

Ms. Ell (interpretation): Thank you, Mr.
Chairman. The question | have is on the
report of the Auditor General. In paragraph
27 of your report, you indicate that you
found that 3 of the 17 contracts awarded by
the Qulliq Energy Corporation... . I will
speak in English because it’s written in
English and my ability to translate has
become a little bit rusty.

(interpretation ends) In paragraph 27 of
your report, you indicate that you found
that 3 out of 17 contracts awarded by the
Qullig Energy Corporation that you
reviewed used “a procurement method that
is not permitted by the rules without the
President’s approval. In one of these cases,
a restricted invitational process was used to
buy goods valued at $1.5 million and was
not properly authorized.” What
explanations were you provided by the
corporation as to why the rules were not
followed in these cases? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
I think, again, this particular observation
relates to the importance of having a
framework in place, a framework that’s
approved by the board so everybody knows
what the rules are. In this particular
instance in terms of the reasons for why
that wasn’t followed, I can provide my
understanding, which again was simply
that because of the uncertainty around what
the rules were, the approval was not
obtained.

Certainly, if the president of the
organization has anything else to add to

A®: o de, AYRPC®, Cbdd
AA®INPo<seCeb AStba ALSeN*Ne of
Codo™L CLLSe/LIoD>eNegeg,5eD 0 CAL
>R LA®IL o 27 Ncbn<dPND>Lo
DNGERDEe Shsed| L€ q o ??LLLCJSe A™LAC
Cbdd 17-%JcD>®N=HNC brD<eNL>IAC
DobTa¢ CAbd0™L S c®d® oF.
Sbeoa b DS JA b a NI NNGSeYLLLC
A0PNIAA>YLI T eLLL.

ONMNJS) Dbl 27 DobbeNeo
aOaA®/ILULAC A*LAo € 17-ab Sd cbdc
b= NCNJINNP>CHLE PP D>*eCY Cbd<
o D>ASHECSTIC IDBC>IAC JDeINe
QvLLeb® P PvN*ad Cvdao Ac*L*o
Cbdd AcA*Q*M*0¢ b*DGJC>c P>SLC $1.5
Fo<d® <L <*PeCP>osbN<dc>So. PAT®
D>otb>IPNhW®AC SdectdC AL CL*a Lclse
CLbdo*L LceChe besPeg*Lo®? sdyal®,
Ab/RPCSb,

Ab/RPCSe (OLANJO): sdval™®, ™ AC. C
SUA.

SLNe OLANJO): Sdbeal™, AbYRDCS, A,
Cea D"arbDest AZYNSbosDse
AL Do *Lo® CALP <%pe/L*<dNbn<5bSLC
CLbd< Q+PseCP>PLAEC Sb>MLo<SLC PedcLe
PALLC CLbd< LcP<dee LoLAS
LcP<sbSL*LC. ALLSb CLOLo ARCPPLSC
ASSONC ALE LeCCD oML MUC PDJN QD
JPYPLY o @ sastlLo*L.ot PAC
LeP<sbselLe DSL*LC

LPOC PSPPI o C,

PP<o @ > NI>II% g*LLshidse

57




that, I think the question could also be
directed to him, but that was my
understanding of the explanation that we
received, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. |
guess if we could have the President of the
Qullig Energy Corporation, Mr. Mackey,
answer that question.

Mr. Mackey: Thank you, Mr. Chairman.
In the three instances of the restricted
invitational, it did come down to the clarity
in terms of the rules and regulations
required in terms of those contracts. It is an
issue of the lack of clear understanding and
the reason in the way that they awarded
those contracts. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Can |
just ask the president of QEC then what he
thinks a restricted invitational process is?
In my understanding from reading what an
invitational process is, | don’t have a
procurement background, but it seems clear
to me. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
In this case, the individuals who were
doing the procurement, in their mind, were
doing a request for quotes for work to be
done. As the OAG reviewed them, the
actual process they used was more a
restricted invitational tender going to
specific individuals as opposed to a request
for quotes going to 100 different
individuals, so they reclassified them as a
restricted invitational process. Thank you,
Mr. Chairman.
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Chairman: Thank you, Mr. Mackey. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman.
Paragraph 27 of the Auditor General’s
report also indicates that his office
identified a case where a “restricted
invitational process was used to buy goods
valued at $1.5 million and was not properly
authorized.” Can you describe what factors
contributed to the corporation’s staff in
making this type of error? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Yes, | can speak to that. The contract that
was awarded exceeded the $1.5 million
mark and it required the approval of the
chair of the board within the organization
under our current authority matrix and it
didn’t have the signature of the board chair
on it.

In large part, the individuals who do the
procurement go through a process where,
for capital projects, capital budgets are
approved through senior management, then
have the board’s approval, and then go to
the FMB. In the case where now it’s
approved in the three different levels, it’s
approved for the spending of the capital
funds.

When the individual was contracted for the
item under that restricted invitational
contract, it exceeded $1.5 million. The
money that was available for the budget
was approved at three different levels for
them to do the purchase, but in order for
the purchase of the item to meet the
specific rules at the time, it would have
required the signature of the board under
our authority matrix and it wasn’t included.
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So that’s how they ended up with it being
noted by the OAG as being an error. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. My
question is to the Office of the Auditor
General. The office’s 2008 report to the
Legislative Assembly on the Nunavut
Housing Corporation identified a number
of concerns related to the corporation’s
contracting practices. The report
recommended that the corporation “ensure
that it has all the information it needs
before it awards the contract” and that it
“document the rationale for the number of
points it allocates to proposals when
assessing them.” Did your recent audit
determine if the Nunavut Housing
Corporation acted on any or all of the 2008
recommendations? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
This audit that we conducted was not an
audit that was designed to follow up on
specific items that we had identified in past
audits. It was looking at the contracting
practices as we found them now. So | can’t
speak to specifics in terms of comparing
what we found then to what we found now,
but I can speak to the fact that in general,
the types of issues that we identified were
similar to the issues we identified in 2008,
Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Ms.
Ell.

Ms. Ell: Thank you, Itsivautaag. If we
were to do this again in the future, what
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would we have to do to ensure that they
look at past recommendations to see if they
have been adhered to for future reports?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. EIll. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Follow-up in terms of these types of
recommendations can come from two
sources. One again is if the organizations
present action plans to your Committee,
then the Committee can follow up that
way. Also, from time to time, we will
undertake follow-up audits ourselves in
certain areas where we will go back and
look at recommendations we made in the
past to see whether the organizations have
made satisfactory progress in implementing
our recommendations. We have not yet
decided if we’re going to do a follow-up
audit on past audits in Nunavut and, if so,
which past audits we would be following
up on, but those are two ways that these
types of recommendations can be followed
up on. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ferguson. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Again,
in 2008, the Auditor General’s report to the
Legislative Assembly on the Nunavut
Housing Corporation identified concerns
related to the assessment of contract
proposals related to the Nunavut Housing
Trust. In its response to the Auditor
General’s recommendations, the
corporation indicated that it had “engaged a
consultant to...determine if the process
used was consistent with the Government
of Nunavut contracting process.”

In light of the concerns in the Auditor
General’s most recent report, what are the
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primary reasons for the corporation’s
ongoing problems with its contracting and
procurement practices? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. EIl. President
of the Nunavut Housing Corporation, Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The findings of this current audit on
procurement, principally on the housing
corporation side, are showing that the filing
of documents requires more attention and
more work. From the housing corporation
viewpoint, the contracts generally are
administered, tendered, and evaluated in
the proper fashion, but in some cases,
within the audit, it was found that some
documentation was missing from the
contract files. Part of the challenge around
this is the fact that the housing corporation
operates out of a number of locations and
files, at times, are transferred from location
to location.

In particular, in areas where the Nunavut
Housing Corporation was noted as missing
key documentation to support the award of
competitive contracts, the items that were
missing were files with the losing bids on
public tenders. Meanwhile, the remaining
documents required to show that the
contract processes had been properly
followed were in the files. We recognize
the fact that we need to improve our
documentation and we are taking steps to
ensure that this will take place.

Another area that was noted, similar to the
other entities being audited, was that of
sole sourcing. We were noted as not being
compliant in the method that we were sole
sourcing. As you can see within the report
itself, it is noted that the housing
corporation is in disagreement in 8 of 11
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cases. We state why we’re in disagreement,
as the OAG states why they disagree with
our disagreement, but we do recognize that
the practice of sole sourcing is one that is
viewed as being non-transparent, whether
it’s followed in the proper process or
proper fashion.

So we’re striving and making good
advances in filling our vacancies and
reducing our reliance on sole sourcing. In
fact, as | have noted in my opening
address, we closed on Monday of this week
a request for proposals for standing offer
agreements on the provision of technical
services that will immensely reduce our
dependency on sole sourcing. Thank you.

Chairman: Thank you, Mr. Barriault. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Just to
further elaborate, the volume of sole source
contracts issued by the government has
been decreasing over the last three years. |
would ask maybe CG&S if this question is
to them or maybe this is to the Qulliq
Energy Corporation. Was this audit able to
determine if this is the result of the
government now using competitive
processes when it used to use sole source
contracts? (interpretation) Thank you, Mr.
Chairman. It’s for the Auditor General.

Chairman: Thank you, Ms. Ell, for
clarifying that for us. | believe that
question was directed to the Office of the
Auditor General. Mr. Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
I guess what we identified in paragraph 30
was that when we looked at the
procurement activity reports of the
Government of Nunavut, it showed that the
volume of sole source contracts had been
decreasing over the last three years. We
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didn’t go into the reasons for why they had
been decreasing. We simply identified that
they had been decreasing over that time
period.

Chairman: Thank you, Mr. Ferguson. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Thank
you for that. Again in paragraph 31 of your
report, you indicated that you reviewed a
total of 37 sole source contracts. Can you
provide a breakdown of what types of
goods and services that were acquired
through these contracts? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. EIll. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.

Mr. Campbell will provide that breakdown.

Chairman: Thank you, Mr. Ferguson. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Thank you to the Member for the question.
What | have is just high-level information
on that without a lot of details, but about
one-third of those contracts were for goods
and two-thirds were for services. The types
of things that were covered were
consultants, medical supplies, training, IT
services, software, and equipment. That’s
all the information I have in terms of
details. Thank you very much.

Chairman: Thank you, Mr. Campbell. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Thank
you for that. Paragraph 33 of the Auditor
General’s report describes a number of
problems with the Department of CG&S
use of sole source contracts, including
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cases where “work began before the
contract was awarded.” Was the
department aware of these problems before
the Office of the Auditor General began its
work or did they only come to your
attention after his office conducted its
audit? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ell. Deputy
Minister of Community and Government
Services, Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The number of sole source contracts
actually executed by CGS was not that
many in the case where the instance was
that work had started before. The main
reasons that CGS issues sole source
contracts, for the most part, are with urgent
work. We typically get emailed approvals,
which are much quicker, so that if we have
urgent work to happen, it actually gets
approved and that gets documented on file
before things are signed.

In this case, it was actually a software
service level agreement and this software
has been in the government and in CG&S
for quite some time. We had a changeover
of staff, and | mentioned that earlier, at a
fairly high level and work on maintaining
the software or servicing it is an ongoing
situation. So staff had an opportunity to
exercise an option to extend the current
contract in place or go back out for another
contract. They chose to go back out for
another contract.

Due to staff turnover and having no one
there, the work actually started and was
required to start before the paperwork
followed. Yes, | was aware of that and that
is an anomaly in terms of how we deal with
sole source contracts and an issue that we
have to examine relative to software
contracts in particular simply because
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usually it’s the vendor that provides a
service level agreement for the service for
maintaining that software.

Whether or not we can find a different way
to handle what those contracts look like is
something that we’re examining. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. In
paragraph 34 of the report, it indicates that
in cases where the Department of CG&S
procures on behalf of other departments,
the government’s Contracting Procedures
Manual “is not explicit on whether the
sole-source justification is to be approved
by the initiating department or by” the
CG&S department. “The common practice
has been that the initiating department
decides whether to use a sole-source
contract.” In your view, is this appropriate?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. EIl. | believe
that question is directed towards the Office
of the Auditor General. Mr. Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Certainly, the reason that we raised it was
we felt that this needs to be more explicit in
the procedures manual about that approval
of the sole source justification. We made a
recommendation in this area also in
paragraph 36. So we feel that it does need
to be made more explicit and, therefore, put
that recommendation forward, Mr.
Chairman.

Chairman: Thank you, Mr. Ferguson. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. My
next question is to Ms. Lausman, CG&S.
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In response to the Auditor General’s
recommendation No. 36, | believe, it
indicates that work will begin “with the
Department of Finance to ensure clarity
concerning sole-source authority in the
procurement framework.” As of today,
what is the status of this work? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. EIl. It’s
directed towards the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
During the audit and certainly after the
audit, we’ve had many discussions not only
with Finance but certainly with other
departments that deliver programs and that
seek procurement through CGS. It’s not a
difficult process to clarify who should
actually take responsibility for sole source
decisions around that methodology for
procuring. So progress is already being
made.

Certainly, the department that is doing the
procurement, that is delivering the
programs, that needs to procure, whether it
IS goods or services, to deliver their
program, it’s certainly their budget and
their obligation to make that decision. It is
our desire, as CGS, that we don’t intercede
on that, that they make the decision. CGS,
however, does encourage that, for as much
as there are opportunities for standing
offers and getting standing offers in place
for certain types of procurement, we would
do that with departments so that the need
for urgent procurement and, therefore, sole
sourcing would be limited. That’s just good
practice.

As | mentioned earlier, work is already
proceeding on that and it’s simply getting a
better definition through our Financial
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Administration Manual and our
Contracting Procedures Manual. Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. I’ll go
to paragraph 37 of the Auditor General’s
report. It indicates that “Although the
Corporation informed us that there are very
few consultants who have experience
working in the territory or have good
knowledge of the Corporation’s processes,
this rationale was not enough to support the
premise that the consultants hired were the
only option for the contracts we examined.
The Corporation informed us that it
disagrees with our assessment of its
rationale to use sole-source contracts in
these cases.” Can the housing corporation
clarify why it disagrees with the Auditor
General’s findings in paragraph 37? Thank
you, Mr. Chairman.

Chairman: Thank you, Ms. Ell. President
of the Nunavut Housing Corporation, Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Although the housing corporation
understands the basis for the OAG’s
disagreement with the corporation’s
interpretation, the housing corporation does
maintain, as stated at the beginning of
paragraph 37, that the hiring of consultants
in these particular cases fell under
permitted exceptions, that is, the consultant
is urgently needed and the delaying the
hiring of the consultant would be injurious
to the public interest or that the consultant
is the only one available to do the job, as
per the provisions of the GN contracting
manual. This is a case of interpretation of
the rules and it could be that the way the
rules are worded may need changing to be
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more particular so that they’re not as much
subject to interpretation.

The housing corporation, nonetheless, has
acted in response to the OAG’s
recommendations. As | stated earlier, we
have gone to a request for proposals for
standing offers for the provision of these
types of services that we were sole
sourcing. That would give the corporation
the ability to see what other options are
available and to hopefully reduce our sole
sourcing in the future. Thank you.

Chairman: Thank you, Mr. Barriault. I’'m
just curious to find out if the Auditor
General, Mr. Ferguson, could actually
reply to that and give an interpretation of
what your department was getting at. Mr.
Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
I will ask Mr. Campbell to provide a
response. However, | think, for example,
the fact that the corporation has, | believe,
indicated that things like standing offers or
some of those other tools might be
available indicates that there are ways of
doing this without sole sourcing. So |
would direct the question through you, Mr.
Chairman, to Mr. Campbell.

Chairman: Thank you, Mr. Ferguson. Ms.
Ell, I’ll get back to you. I think it’s the first
time in the four years that | have been
doing these reviews that a government
department or corporation has not agreed
with something that the Auditor General
said. So I’m kind of curious to find out
how that decision came about. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Just on the concept of disagreement, we
welcome disagreements if entities disagree
with us. Quite often, in the course of an

At SN PY<do e CoAT™L
Acn<sbse/Lc®eDC PP 5N
DSy <M aC CLLSe/ LYo >eNbgC,
DoYGPNGC NBPCNNLALDJC baDGLEN
LoLA*SNEND>a<DIC, Cod<d At nns<<lbde
SPrPo<seC Sb.oADGC II®C>¥q 56D ¢
acSPNoC IDA*QDCbSL LS S0\
4D%CPo<seIoC, Sdyal®.

Ab/XPCSe (OLNANJO): sdveal®, MC ADAD.
DPAILIAQ ®D* L CLLSe/Lse/D>seN C
SN P sLELs CoAlxL DPYDLY Lo,
MC SUNe.

SLNe ONNNUO): Sdbal™, AbYRPCS, [NC
bt>< PPSdo<eCS PP<oc DONNoY
CAbd< Lo LASHEC®IC bIGLPNoC
<DA*aPNC>I“HJ NaPN*Ne Cedd

QO A®CPHSI= 5N Aot I ICDPSIC
beDGLENI® Do YDA oNe Coa,
AbIRPCSe, JASINNONC PPSdo<IGed MC
bt><.

Ab/<PCSe (ONNNJO): Sdveal™, MC SUNe.
M A<C DNSANo<se< e, CLa

DLy ®dSLE PP NNL>c®IoC
CAL*QASDGC SPrPsbC>I/LonbSa® LeLbdC
NFsdN*Le <*NsbNsbse/LexPegLo®
CLLSe/ Loy > Nbdegb, DNPLEC. LSO Sbose
CLa CALAccDSL*US. MC bt><.

bL>< (ONMNJO): Sdbal™®, Ab/DCSe,
Q+PsbNPesPeg>< o of

DL ACNCNLTL D I+ SbNSb*NCCS*LC
N> CLed<d CALAULSLLC. SPrPa.cS*LeC

69




audit, they do. When we go through the
evidence, in a vast number of cases, they
see what we’re talking about and we get to
common ground, but we would much
rather that people and entities would
disagree with us rather than just think it’s
an easier way out just to say they agree if
they don’t because, at the end of the day,
the recommendation would never get
implemented. So we’re not concerned or
offended in any way.

On the particular case, in our view, there’s
a better way to do it and that’s what the
Auditor General just said. In fact, through
the course of the discussions we’ve had
with the entity, by the time we got to the
recommendation and the response to the
recommendation, that’s exactly where they
ended up in looking at standing offers.

Standing offers are a better way to do this
because if you assume that only certain
people can do the work, that may have
been true at one point in time, but that can
change. By going through a standing offer
process, even annually, it allows new
people and other people to come into the
market and make sure that where there is a
choice, you actually have the choice rather
than just assuming that you don’t have a
choice.

Certainly the housing corporation’s
response ended up exactly where we
thought they should have been in the first
place. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Just
to be clear, the idea of doing the standing
offers will correct the problem that the
Auditor General had seen. Mr. Campbell.

Mr. Campbell: Yes, Mr. Chairman, we
would hope so.
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Chairman: Thank you, Mr. Campbell.
Now, Mr. Barriault, you were telling us
that this is the process and the procedure
that the housing corporation will be
following now. So in a year when we sit
down in Committee of the Whole and
review procurement and contracting, we
won’t see sole source contracts anymore in
this manner. Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
In summation, we disagreed with the
assessment that we were not following the
rules. However, we did agree with the
recommendations and we do agree that
there are better ways of doing contracting.
So we will be pursuing this and we have
been pursuing this method of standing offer
agreements. Our contracting reports, going
forward, should show a difference in
contracting methods, but I should note,
though, that sole sourcing is still
appropriate in some cases. So you may still
see some, but you will see less. Thank you.

Chairman: Thank you, Mr. Barriault. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. In the
future, we would love to see more staff that
can do the work rather than the consultants.
I’m just wondering at what times
throughout the year, perhaps, they have had
to require consultants to do this work and
what they are doing to do less of this.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Many of these cases occur when
competitions are active to fill positions. As
I noted earlier in this sitting, we, at times,
have to hire consultants to fill positions
when the services need to be rendered
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immediately. We are still actively
recruiting to fill those positions, but we still
need to continue to perform the functions
in the meantime. So in those cases, we
typically resort to hiring someone who has
the abilities to do so and most of these
cases will result in a sole source contract.
But now that we will have our standing
offer agreements in place, we will be hiring
those positions to fill for vacancies from
the standing offer list rather than going
through a sole sourcing method. Thank
you.

Chairman: Thank you, Mr. Barriault. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. Further
in paragraph 37 of the Auditor General’s
report, it indicates that the Nunavut
Housing Corporation uses sole source
contracts to hire consultants they are
familiar with carrying out regular work not
done by unfilled positions. I’m wondering:
approximately how many consultants has
the corporation hired under these
circumstances and how many of these
consultants were former employees of the
Nunavut Housing Corporation? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
I don’t have an exact number in front of
me. They do vary at times. So as the
position becomes vacant and we need to
fill, sometimes we can cover their
workload through other existing positions.
In some cases, we do require to sole source
or have been requiring to sole source
because we did not have standing offer
agreements in place.

Some of the consultants that were hired had
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been former housing corporation
employees and most had not been. In many
cases, they were hired because of their skill
set. So when you’re aware of someone who
is available as a consultant who has the
skill set, you typically would approach
those people then to fill the job functions.
These start off as an interim measure while
you are actively recruiting and sometimes
they last a bit longer than intended because
the recruitment process may not be
successful or may also take longer than
expected. Thank you.

Chairman: Thank you, Mr. Barriault. I’'m
sure you will get back to the Committee
with those numbers. Ms. ElI.

Ms. Ell: Thank you, Mr. Chairman. On that
again, what has been the approximate
length of the contracts where a consultant
was hired under these circumstances?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Some of these contracts may be a one-
month duration, three-month duration, and
they usually start off as smaller contracts.
In some cases where we’re unsuccessful in
recruiting, then a new contract or contract
extension is applied. So the time periods do
vary. As noted in the Auditor General’s
report, when these types of contracts run
for extended periods of time, there is some
risk to the corporation in terms of
developing an employee-employer
relationship versus a contractual
relationship. So recognizing this as well as
other recommendations of the OAG, we
have gone forward with standing offer
agreements. Thank you.

Chairman: Thank you, Mr. Barriault. Ms.
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Ell.

Ms. Ell: Thank you, Mr. Chairman. How
does the remuneration pay to consultants
hired under these circumstances compare to
salaries that would be paid to full-time
employees performing the same work?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. EIll. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
When | took on the responsibly as
president of the housing corporation, | did
recognize that there had been instances
where consultants appeared to be paid more
or being remunerated more than the
indeterminate employees. Of course, that
causes discord amongst employees and
affects employee morale. So we
restructured such that all of our consultants
now are being paid on an equivalent basis.
So the way we determine the pay for the
consultants who are filling vacant positions
is to actually take the salaries and benefits
that are afforded that position and then the
rates are calculated based on that. So they
are equivalent. Thank you.

Chairman: Thank you, Mr. Barriault. Ms.
Ell.

Ms. Ell: Thank you, Mr. Chairman. In
response to the Auditor General’s
recommendation, the housing corporation
indicates that it “continues to actively
pursue the recruitment of vacant positions,”
as he said, “in order to reduce its
dependency on use of sole-source contracts
for consultants to fulfill those roles, and
recognizes the risk of continuing such
practices on a long-term basis. In order to
mitigate these risks, the Corporation is in
the process of establishing standing offer
agreements to provide technical inspection
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and financial management services.”

As of today, how many positions in the
corporation are vacant and how many
active job competitions is the corporation
currently running? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ell. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The corporation is at approximately 25
percent vacancy right now. We have had a
lot of success recently in filling some of
our vacant positions, so the vacancy rate is
going down. I’m not certain how many
positions are currently actively advertised.
That work is done in conjunction with the
GN Human Resources. Of course, they
have their capacity limits as well as to how
many competitions they can have at once,
as they’re serving all GN department and
agencies or most agencies. As such, we
will have typically a dozen or so positions
advertised at any one time. Thank you.

Chairman: Thank you, Mr. Barriault. |
was going to say we’ve got five minutes
before lunch and what I’ll do is... . I think
all Committee Members are aware that the
Auditor General, Mr. Ferguson, will be
leaving this afternoon, so | was going to
give Mr. Ferguson a chance or an
opportunity to do some closing comments
before he leaves. Mr. Ferguson.

Mr. Ferguson: Thank you, Mr. Chairman.
Certainly it is my plan to be on a flight,
weather permitting, to go back to Ottawa,
where | have the pleasure of appearing
before a parliamentary committee there, so
it’s going to feel a lot like the last day or
SO.

First of all, I think I just want to make sure
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that I thank all of the staff of the Office of
the Auditor General who have done all of
this work. It’s clear that they are diligent,
make sure that the findings are findings
that people understand why we are taking
the positions that we do, and they are the
ones who are doing all of the heavy lifting
of producing these types of reports for the
Legislative Assembly.

Also, I think it is incumbent on me to thank
the departments for the cooperation that
they gave us during the audits and also to
thank this Committee, departments,
agencies, and corporations, and also to
thank this Committee for taking very
seriously the report that we have produced
for your consideration.

Perhaps just a couple of general comments.
First of all, despite the fact that we found a
number of issues and a number of things
that need to be fixed, I’m encouraged by
the fact that all of the organizations that we
audited have agreed with our
recommendations. They seem to be taking
this very seriously and do understand the
need to try to get this fixed. I'm
encouraged by that acceptance that we’re
seeing from the organizations.

I think one learning for us and the Office of
the Auditor General is as we do our next
audit and if we are coming across issues of
capacity and training again in our next
audit, whatever that audit is, I think that we
need to make sure that we explore that
perhaps more fully as well because it’s
obvious that the Committee is very
interested in understanding issues of
capacity and issues of training.

Again, the types of issues, for the most
part, that we have raised in this report can
be resolved. I think it’s important for this
Committee to understand what actions each
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of the organizations are going to take in
order to address those issues. Something
else that is important is the monitoring and
I think that is both within the organizations
where it’s important for them to monitor
their own progress. It’s one thing to try and
put steps in place to deal with and correct
these problems, but I think it’s also
incumbent on the organizations to do some
monitoring themselves to make sure they
are being successful. If this Committee
receives action plans from the
organizations, then the Committee can
follow up on those action plans.

So really, Mr. Chairman, those would be
my final comments. Again, thank you to
you and to the Committee for this
opportunity.

Chairman: Thank you, Mr. Ferguson.
Once again, thank you for coming. This
was your first appearance before us. What
we will do, if everyone is in agreement,
we’re still on the awarding of contracts,
paragraphs 23 to 42. | have Mr.
Ningeongan on my list next, and then
followed by Mr. Curley. Are we in
agreement to break for lunch and be back
here at 1:30 to finish with paragraphs 23 to
42? Are we in agreement?

Some Members: Agreed.

Chairman: Thank you very much. I’ll see
everyone back at 1:30.

>>Committee recessed at 11:59 and
resumed at 13:31

Chairman: Welcome back. We are on the
awarding of contracts, paragraphs 23 to 42,
and | have Mr. Ningeongan on my list. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
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Chairman. The Nunavut Housing
Corporation’s response to the Auditor
General’s recommendation indicates that
“As noted in its response to the
recommendation at paragraph 18, the
Corporation is taking steps to address its
lack of contracting and procurement
expertise and capacity in its five office
locations.” Is the Nunavut Housing
Corporation considering centralizing its
contracting and procurement functions into
fewer locations? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
President of the Nunavut Housing
Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
There are currently contracting and
procurement activities happening in all of
our offices and, at some level, there always
will be a requirement to do so. Some of the
broader activities have been centralized
already, but we do recognize that there are
still procurement activities that will need to
take place in each office location. Thank
you.

Chairman: Thank you, Mr. Barriault. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. Another question. In January
2011, the government announced that a
number of the Nunavut Housing
Corporation’s financial management
positions would be relocated from Arviat to
Igaluit. As of today, how many of these
positions are filled with permanent
employees, how many are vacant, and how
many are filled with individuals working
on a contract basis? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
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Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Of the positions that were relocated, our
recruitment strategy was to fill the higher
level positions first and then involve those
people in hiring the next level down, and so
on and so forth. We have been very
successful in filling most of the positions. |
believe of the eight, all have currently been
filled, except possibly three or | believe
three. Don’t quote me on that, please. We
do have casuals filling the other vacancies,
but the higher level positions have all been
filled at this time. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. Another question. In its
response to the Auditor General’s
recommendation, the Nunavut Housing
Corporation indicates that it “has adopted
the practice of including in its contracting
files written confirmation of verbal and
email direction to initiate contracts when
logistics prevent physical signing of
contract documents prior to the contract
commencement date.” Why was the
corporation not already following these
practices? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
What had been occurring in some
contracting situations and in the one cited
all involved the consultants when terms
and periods of contracts had been agreed
either by email or by telephone
correspondence. In some cases, a
contractor would sign and if | was
travelling, for example, then | would sign
the contract on my return. In some cases,
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the contractor would arrive in town and
then sign the contract upon their arrival,
even though the contract had officially
started.

So it wasn’t really a matter of terms and
conditions of the contracts that had been
agreed upon, but it was more a matter of
timing around logistics. So we have taken
steps to ensure that there is a proper trail of
correspondence, whether it would be by
email or otherwise, in all files where there
are some logistical challenges to getting the
actual contract itself signed. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. These are the main questions |
wanted to ask on paragraphs 23 to 42.
However, with your permission, Mr.
Chairman, I wouldn’t mind having my
name listed on your list so that | have
questions on the next paragraphs that we’re
going to be dealing with, from 43 to 62.
Thank you.

Chairman: Thank you, Mr. Ningeongan.
I’ll make a note and put your name on the
top for that section. I still have two
people’s names for this current section. So
Il move on to Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
I’m not sure exactly which page I’m at.
Normally, | do have questions on
practically every page, but time doesn’t
really permit us to deal with them.

I do want to follow up on the sole source
contract provisions, particularly with the
recommendation from the Auditor General,
as well as two comments from the Nunavut
Housing Corporation that somewhat sort of
conflict with the recommendation. At the
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same time, both appear to be permissible.

So my first question is to the Auditor
General’s office. They recommended and
alluded to the fact that the rules were not
followed with respect to sole source
contracts by the housing corporation in
many respects. | think you indicated on a
number of occasions that most of the
agencies and so on did not fully comply
with the rules. You know which page
they’re at. Most of them didn’t. At the
same time, there were reasons for not fully
complying with them because the rules, at
the same time, were not explicit, according
to your interpretation.

So my question really is this: the Nunavut
Housing Corporation contends that a sole
source contract is covered under the
Financial Administration Act as long as it’s
not injurious to the public interest. That’s
my understanding of it. Are they correct in
that interpretation, that sole source
contracts are permissible within that
confinement, in their response to your
recommendation? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Thank you for the question. I’m just trying
to get my bearings in the chapters here and
I may ask one of my colleagues to help. |
didn’t recognize the words about not being
injurious.

In Exhibit 3, to award a contract without a
competitive process based on one of the
three, one of them is “goods, services...”
etcetera, “...at issue in the contract are
urgently needed and delay would be
injurious...” That’s certainly one of the
permissible conditions within the rules.
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I’m going to stay at a high level here
because some of them speak quite
generally, sometimes, as auditors, we
would have a difference of view on what
truly was urgent and injurious. There have
been some cases in audits that we have
done that if the planning hasn’t been done
up front, then bureaucrats can find
themselves in that situation, whereas they
didn’t have to do a sole source if they had
planned properly and didn’t put themselves
in that situation. But to the extent that they
end up there, that they’re urgently required
and the delay would be injurious, then the
rules allow them to do that.

I think those are valid questions around
were they really surprises or were they
things you could have predicted and could
have prevented you from going into that
kind of situation. You know, the example
sometimes we come across is sealift. Well,
if it’s something that truly is there was a
surprise somewhere where maybe a bridge
got washed out or there was a fire in a
school or something like that, then that can
be an emergency and it wasn’t planned for.
But there can be other things that are
regular and could be planned for and if they
delay too much, they find themselves in
this situation. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. | appreciate that. |
know that I’m not specifically going to the
wording, but my understanding of the
various contract laws, particularly the
geographic locations that we have and the
short seasonal component that we have for
building supplies and goods and supplies to
Nunavutmiut, there is a rule that all the
departments, particularly those of us from
the small communities, abide by.
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Most often, anything that can go wrong
will go wrong. Therefore, you cannot
always put that in your plan that it will
happen on this week, on this day, and in
that inopportune time for getting certain
things done. So what do they do in a case
like that if they have to go through using
the mode of sole source provisions? Would
they be allowed to do that? In this case,
would a sole source provision apply if the
work has to be continued, particularly as it
relates to the contract work? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campbell.

Mr. Campbell: Yes, Mr. Chairman. Yes.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. Now | want to ask
a question to all the officials, including
ED&T, because there are four officials
here. In the particular provision that |
alluded to earlier with sole source
contracts, | believe there were 18 or
something, a number of them. It very
clearly specified that sole source contracts,
7 out of 12, for instance, CG&S or | don’t
know and | can be corrected, were not fully
complying with the rules of the contract
laws.

To all of you, each one of you were quoted
in there that the housing corporation, for
instance, | think 1 out of 12 fully did not
comply with sole source approval
processes. Were you complying with the
rules of the contract mode? I’m using
“mode” because | believe all the modes;
public tenders, requests for proposals,
invitational, or sole source; they’re all
permissible under the rules. Are you
justified in going through the mode of the
sole source in that regard, the ones that are
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alluded to in the report? Thank you.

Chairman: Thank you, Mr. Curley. We
will start with the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
There were a number of instances that were
identified by the report that CGS “did not
award 4 of 7 sole-source contracts procured
for itself and 3 of the 6 awarded on behalf
of other departments, according to the
rules.” The reasons highlighted in the
findings from the report varied somewhat
and I’ll just list them.

In the case of sole source contracts for the
departments, the reason for sole source was
not acceptable and that was for two of
them.

For one that CGS awarded, again, we
talked about that, it was software and the
work had started before the documented
signature on the approval.

Again, another case, software and again,
it’s a service level agreement; the work had
started before the approval was
documented on the file.

Again, Oracle Software, the sole source
was signed only by a director and not by
the Deputy Minister, and that was an issue
of contract authority given to different
positions.

In another case, heavy equipment
maintenance, again, the reason for the sole
source was not seen as acceptable and the
order of signatures was not correct.

There is, in our case, nothing that we could
see that was urgent, simply other reasons
for doing sole sourcing. In the case of
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software, that being a sole vendor, so the
one party available and capable of
performing the contract. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman.
Next, we will go to the President of the
Qullig Energy Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Some of the contracts that were identified
by the OAG as being sole source weren’t
identified by QEC employees as sole
source. We talked about some of those
earlier in terms of requests for quotes when
it really ended up being a sole source than
an invitational tender. That’s a
misunderstanding of how sole source
works by the individuals responsible for
the procurement.

In some instances, there were sole sources
that were listed. Under the definition or
explanation by the Assistant Auditor
General, they wouldn’t have fit as a sole
source. It’s evident that if enough planning
is done, you will recognize that you’re
going to be doing some work on an engine
in the summertime. If you plan far enough
ahead, you can actually go out to tender to
get someone to do it. If you delay long
enough, then you will put yourself in a
situation for sole source. Some of that has
happened in the past.

From Qullig Energy’s perspective, moving
forward, to avoid those types of sole source
requirements, the operations group is
looking at implementing a comprehensive
preventative maintenance program and a
maintenance scheduling program that will
preclude the necessity for someone to delay
or having to do a sole source for something
that should have been planned more
properly. Thank you, Mr. Chairman.

o D>APNILNULE CALADT®
beDGeC>c Do/ J
CALASDCN<*a %D > 5o . Sdy=al®,
AP RU>CE®,

Ab/PCSe OLANJC): Sdv>al™, N Do,
JASKL™L, SdecSe DBLLSedNenNbd® o *LISh
mC Lp.

LP OLANJ9): sdv®al™, Ab/RPCSe, Ac ¢
beDGe @ sa ACD>c P>

CLLSe/ LoD N 0 a s AeCHc >IC
SJdectd® 0, SbC/GGLSLALS Pl DGHLNC,
%L ACNCN TSI DGHLNC,
DPYTSSCHc DSLE CACA 1ML CLeda™L
bLY&oSC.

Lo Ao lc ACH>YSIC DaPSbeCselLLdG©
Lcbod CHL®/LIseYDeND< <Sq bl R SgPNe
A > DInyndSbiaPac A>Yede
b2DGeNgt NePLLTINC PYR % 5
Ncndnardctod Ao™ ¢ AC>ISIC PPdo
NP=J CALASSHHECHILL® PYagcNa.

sgctdo® CALAC 0f %dhPlra >*MeIse
Lo AP CNAC PSP cOC
JSArsbe Do o Lot Na Q bcCPNPNa
Ao™ ¢ ACPsIC

Do v dSbcbcCa<e*NLLE, Sdyeal™®,
AbPDCsb,

85




Chairman: Thank you, Mr. Mackey.
President of the Nunavut Housing
Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Looking at the Nunavut Housing
Corporation’s sole source contracting
samples, 1 of the 12 was deemed to be
appropriate for the OAG; 8 of the
remaining 11 that were deemed
inappropriate are the ones we are
contesting and stating that we believe they
are according to the rules as the rules are
written. However, we do agree with the
recommendations of the OAG in terms of
pursuing other means of contracting in the
future.

We also had a situation where we had a
software maintenance and support contract,
which we had believed to fall under the
terms of the original request of proposals to
obtain the software since there were
provisions for maintenance within it. We
have since changed our practice to now
treat the maintenance and continued
support contracts as being sole source
contracts. Proper documentation for that
will be in place going forward.

Another was for steel pile foundations.
This had been sole sourced for a number of
years previously and, | believe, in 2008-09,
had been publicly tendered to see if there
were other competitors in the steel pile
market and there were no other bidders. For
the year 2009-2010, prior to my arrival,
this was sole sourced to the only provider
in Nunavut, but the documentation required
to support the sole sourcing had not been
included in the file. It was a case of
everyone realizing the provider was the
only provider available but not providing
the proper documentation in the file to do
S0.
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That summarizes our situation other than
one contract which occurred a number of
years back and the file was incomplete. So
there’s no one apparently remaining who
has knowledge of the entire goings on, on
that file. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Curley.

Mr. Curley: Thank you. Mr. Chairman,
my last question on that. | consider it quite
important that it is really quite clear from
the Auditor General’s statement and
recommendation that this ambiguity sort of
thing when using a sole source provision,
the appropriate approval wasn’t obtained or
that kind of stuff.

You indicated quite clearly that the rules
were not explicitly clear as to how that
should work with regard to the current
contracting rules, | believe, or I’m not sure
which provision. So when using a sole
source provision, if there’s ambiguity as to
the rules not being explicitly clear, is the
government or the agency or all of you
taking steps to make it explicitly clear?

To me, when I hear the answers that sole
sourcing is permitted and that eventually,
the appropriate signature should be
obtained prior to the work, but if you’re
dealing with the particular work required as
well as maybe a major change order and
you have a very short season, sometimes
you’re not always likely going to see the
signature on the dotted line and that delay
can be costly. It may require an inspector
that supposedly just happened to pass
through and just certified certain work to
be done. In that regard, it has to be closed
in before the other workers come in and
complete the work.

Unlike the provinces, we don’t have all
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kinds of options of contractors out there
who can just eventually wait for three
months until the work has been properly
tendered and everything else and that kind
of stuff. So my question is: will that
ambiguity be clarified and, if so, how? To
me, it’s really sort of a chicken-and-egg
thing. It’s not a bombshell question. | don’t
know whether I’m making myself clear or
not. Thank you. All three of them.

Chairman: Thank you, Mr. Curley. We
will start with the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The sole source provisions are actually in
the government’s contract regulations. We
do review them. It’s not certainly our view
that they are ambiguous. It’s our view that
it affords them flexibility for getting work
done. Certainly, as we went through the
audit with the audit team, we looked at
various things that would lessen the use of
sole source contracts. The auditor has
spoken to that already.

For the most part, we are seeing changes
take place with the ability to plan forward,
to put in place more competitive
instruments that allow access quickly when
we need it and that’s in the form of
standing offers and that works quite well.
There’s certainly some pre-planning that
has already been spoken to.

When it comes to sealift, actually two of
the occasions that we dealt with were last-
minute requests for sealift purchases. For
the most part, | think that all the
programming that takes place in the GN,
everyone is aware that we do have sealift
and we choose to do that rather than airlift
because it’s a lot more effective and
affordable. For the most part, we have
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repeat orders of whether it’s school
supplies or medical supplies or just parts
and pieces for maintenance. So there is
some repetitive stuff and that allows for
better planning forward.

So we see that sole source reasons are
probably fairly sound. We might look to
adjust the dollar amounts that limit that
right now and that’s certainly a Nunavut
thing because the cost of doing business up
here is certainly more costly than
elsewhere. So it’s something that we will
continue to look at as part of our review
and improvement of our framework, but it
really is an opportunity for flexibility to get
things done under the right circumstances. |
think that we don’t want to block that in
anymore because we’re going to run into a
situation where we need that flexibility.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Next, we will go to the President of the
Qullig Energy Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
agree with the Member in terms of
ambiguity. When | look back at some of
the sole sources, I, too, found the logic
around some of them perhaps a bit
confusing. We have taken efforts to have
training on sole sourcing with CGS staff,
use some of their resources, and also to
make it clear for our budget holders and the
procurement staff to understand what sole
sourcing is in order to ensure consistency
right across the company.

When people wish to do a sole source, all
sole source requests now will come to
Qullig Energy or are coming to Qulliq
Energy’s legal counsel, who reviews them
to ensure that they meet all the
requirements of a sole source before it ever
comes to my desk. So when it reaches my
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desk, it has been cleared through two or
three different people, but with ultimately
one person having complete knowledge of
sole source and ensure it needs it.

We have seen it already change throughout
the organization in terms of people
recognize that with this extra step, you’re
not going to just come up and say, “I need
it tomorrow. This is a sole source,” because
it’s going to get turned down if it doesn’t
meet the requirements. So people are
starting to look farther ahead and start
doing some planning, recognizing that
they’re not going to get away with a sole
source just by delaying. They’re going to
have to use another instrument to get the
object purchased. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Campbell, do you have something to add to
that? Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
I just wanted to talk about ambiguity
because I’m not convinced that ambiguity
is the issue. I think that the Deputy
Minister of Community and Government
Services more appropriately talked about it
in terms of where there are flexibilities and
the exercise of judgment. The rules are
designed to allow for people to do those
things. So | want to make a couple of
points.

One is that when an official exercises that
judgment, it’s not just a question of talking
about documentation as paper; it’s not just
paper in a file. When an official exercises
that judgment to deviate from a
competitive process to use their judgment
to undertake a sole source, the point of that
documentation is to justify that decision.
The conditions under which a sole source is
allowed are in the rules and we expect that
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the bureaucrat would use that
documentation to justify the decision.

There’s another element to that. There’s an
element that other Members have talked
about today: accountability. So when the
person puts that in the file, saying, “I’'m
justifying and making this decision. This is
how I justify it. This is how I sign it,”
you’re getting the justification so someone
can see that it complies with the exceptions
that are allowed. It also exercises that
accountability and the person, by signing,
is making [herself or himself] accountable.
Sometimes we talk about documentation.
It’s not just a paper exercise; it’s
fundamental and it’s hugely important.

Another point that | would like to point out
is that we do recognize that doing business
and living in Nunavut is unlike anything
else. We do recognize that things have to
be done and they can’t always wait for the
way things get done down south.

Just to draw attention to paragraph 39,
where we say that “While we recognize
that such situations may occur, we
expected to see evidence, such as email
correspondence...” So there are ways to do
things where a contract has been entered
into and the signatories are living in
different parts of the territory or even
different parts of the country. There’s still a
way to exercise that accountability where
the Deputy Minister of CGS, for example,
would have an email with whoever she was
dealing with that says, “We have agreed to
this. It’s going to take us a couple of weeks
to get the parties together to sign the
document, but we have agreed to it,”
subject to whatever other conditions might

apply.

Not to glance over this stuff too quickly, |
think it is fundamental. | know it sounds
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boring putting documentation in the file,
but it’s fundamentally important so that
public servants can justify the decisions
that they’re making and that you, as
Members, can hold them accountable for
those decisions. Thank you.

Chairman: Thank you, Mr. Campbell. We
had, to Mr. Curley’s question, the President
of the Nunavut Housing Corporation, Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
I think I might have lost the question along
the way.

>>| aughter

On the subject of sole sourcing, | believe,
we, at the Nunavut Housing Corporation,
do recognize that there’s oftentimes a
preferred way of contracting. We have
taken the steps to put in place standing
offer agreements, for example, so that we
are less reliant on sole sourcing. That being
said, there will still be occasions where
sole sourcing is a better way of going,
whether it’s a negotiated contract or
otherwise, and we do still have to recognize
that not all markets are competitive.

In cases where you are aware that only one
provider does exist and you have taken due
diligence to ensure yourselves that there are
no other providers, then going to a public
tender will not necessarily give you the
better price. If you approach the sole
provider and negotiate a price, you may get
a better deal for the government in that
fashion. That’s part of what the sole
sourcing provisions allow and the purpose
for that and having other means of
preventing ourselves to be in a sole
sourcing situation.

We have had, on occasion, to resort to sole
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sourcing to meet the needs of our program
delivery and some of the services which we
deem to be critical. From my viewpoint,
the sole sourcing we have done was
justifiable within the rules, but I also
recognize that we want to get ourselves in a
situation where we’re not so reliant on
having to sole source.

So those are the steps we have taken.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Barriault. Next
on my list is Mr. Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Just to elaborate on Mr.
Curley’s comments on sole source in
procurement contracting, I’m going to read
this paragraph. It’s written in English and
I’ll translate it into Inuktitut as | read it, so
I apologize in advance for any errors.

As Mr. Ferguson had said, government
regulations fully provide for equal, fair, and
transparent contract tendering. The general
public, however, can have confidence only
if the government itself complies with its
own regulations. Mr. Chairman, my
colleague, Mr. Ningark, stated earlier that
we are the trustees of public government
funds on behalf of Canadians and
Nunavummiut. Mr. Ningark stated that we
are accountable if these funds are misused.

I had asked a question yesterday because I,
too, believe someone has to be directly
accountable. It is often said that problems
are due to staff shortage and lack of
adequately trained staff. | can respect that. |
will not say it is untruthful to say so. My
issue is that it seems no one will ever be
held accountable. Even though they do
things that are at odds with the Auditor
General’s recommendations, nobody will
be held to task and no one will be
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questioned because of these excuses.

| agree with what Mr. Ningark stated
yesterday that we should all be ultimately
accountable for problems that arise. If you
are a senior official, you should be
accountable too, not just the people lower.
We, as the decision-makers and also the
people who are responsible for taking care
of large sums of money, take
responsibility.

I don’t really believe in sole sourcing for
services. | believe that it is only when you
don’t have any other choice can one resort
to sole source contracts. | truly believe that
we need to strengthen the contracting and
procurement rules because it states here
that a lot of sole source contracts have been
done. As Mr. Ningark has stated, we are
responsible for protecting the public
money. Are we representing our people
well by providing sole source contracts? |
don’t believe so.

Mr. Chairman, | would like to ask a
question which someone mentioned.
Somewhere in Nunavut, there is a one-
person entity and no other. | can use an
example, but I won’t for now. | believe the
managers understand what I’m talking
about. Can they just sit around knowing
that during spring or summer or whenever,
they will eventually be handed a contract
because no one else is available? As
someone said, sometimes there are no other
companies available, particularly with the
example that was given. So that person sits
around waiting, knowing that he will be
sole sourced. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. | was
just waiting for the tail end of the
translation. | believe you’re asking a
question to the President of the Nunavut
Housing Corporation. Is that correct, Mr.
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Enook? Okay. Mr. Barriault, if you could
answer the question, please.

Mr. Barriault: Thank you, Mr. Chairman.
That is something, | suppose, that could be
debated.

The sole sourcing or negotiated contracts
with a sole provider, in our experience, will
very often result in better pricing than
going to public tender, knowing that there’s
only one provider. In a public tender,
generally, you will accept the lowest
acceptable bid and it doesn’t give you room
to negotiate with the contractor. You accept
the bid or reject it. If your sole provider
gives you the opportunity to, to some
extent, name your price when you go into a
sole source negotiated contract, then you
can earn yourself with what you believe the
cost to be, the true cost estimates, and it’s
more of a negotiation and it has proven to
provide better pricing, from our experience.
Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | didn’t want to mention a
name; it is just that | can’t seem to be
properly understood, even though | am as
clear as possible. Allow me to ask in this
way. Now, it was mentioned that only one
company builds foundations in Nunavut.
Will that company now know that every
year whenever housing is to be constructed,
it only has to wait around? The Nunavut
Housing Corporation is saying that no one
else is in that business. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
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I’m not certain that | understood the
question, but the way the housing
corporation does its procurement is in
accordance with the GN contracting rules.

The contracting manual describes different
methods of procurement and we are to
choose which is the best method based on
our knowledge of the market and who is
available to provide the service, and a
number of different circumstances and
conditions. So amongst those, we have
options of going to a request for proposals,
we can go to a public tender, an invitational
tender, an invitational request for
proposals, or a negotiated or sole source
contract.

So there are different provisions to suit
different circumstances and the intention of
having these varieties of contracting
methods is to provide the best value for
money for the Government of Nunavut in a
fair, open, and competitive, where
competition exists, manner. Thank you.

Chairman: Thank you, Mr. Barriault. If
you turn to page 12 of the Auditor
General’s report, there is Exhibit 3 and then
there are three choices as to why a sole
source contract should be picked with a, b,
and c. Letter (b) talks about “only one party
is available and capable of performing the
contract.” | was just wondering, to add to
what Mr. Enook was getting to: how does
the Nunavut Housing Corporation
determine that there’s only one party or
business or company that’s able to provide
that service?

To me, in some respects, it might actually
upset Mr. Long from his position as
Deputy Minister of Economic
Development and Transportation because
you’re not actually promoting competition.
If there was, say, another company that
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wants to move out and expand their
business, and | think you used the example
of piles for the houses to be built on, if
there was another company possibly
thinking of expanding and there was no
opportunity for a public tender to actually
competitively bid on that, then that would
actually preclude growth of businesses
within our territory.

So maybe if you could explain how your
corporation decides whether there is only
one party able to provide those services.
Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
In terms of provision of materials or some
of these types of services on a sole source
basis, we base that on previous experience
and also knowledge of the industry and
who is active within Nunavut or within a
broader landscape. In the case of these type
of foundations, as | noted earlier, the
housing corporation had for a number of
years sole sourced that service and then, to
give the opportunity for others to bid or to
further enquire as to availability of other
suppliers, did go to public tender in 2008-
09 and received no other bids or responses
from anyone other than that same provider.
So the following year, the contract was sole
sourced. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Although I didn’t want to
name names, | just want to be clear. It
seems like they don’t really understand my
question. We talked about the company
that puts in piles. Will this company know
that they will be sole sourced every year,
knowing that the government will be
giving out a sole source contract because
there’s no other party in Nunavut? They
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would be waiting for the Nunavut Housing
Corporation and this party would know that
the Nunavut Housing Corporation knows
that there’s no other party for them to go
to. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
I believe I understand what the Member is
saying. If that contractor has been sole
sourced a number of years in a row, they
may be expecting another sole source, so
they’re just waiting. Likewise, | suppose,
we could argue the other side, which is
they know that they are the only supplier
and they are waiting for a public tender,
then it gives them a little bit more
opportunity to price things as they wish to
see it.

I do want to note that one of the things
we’re doing is to try to prevent sole
sourcing where others may be interested
and we have just done that recently for the
provision of software. We have put out an
expression of interest and that is something
that we can look at doing for all provisions
in the future. So we first find out who is out
there and interested in bidding or providing
the supplies, and then based on the
responses, we would have the opportunity
to decide in a more informed manner
whether to proceed with a sole source or a
more public tender type of process. Thank
you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman and Mr. Barriault. I’m not
trying to use that as my only focus.
(interpretation ends) Understand that.
(interpretation) If this person had the only
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business available to the Nunavut
government and this business knows that
there is no other company available to do
the same job. My question is: does that
mean that the business can now look
forward every year or whenever their
business is required that they will be sole
sourced by the government? Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Enook. | was
just waiting for them to catch up there. We
have Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
I believe I do understand the Member’s
concern and it is a concern that the housing
corporation holds as well. We have
recognized that there is an inherent risk in
repeated sole sourcing. Similarly, there is a
risk in going to public tender, knowing
there is only one provider.

One of the things that the housing
corporation is doing now, as you may have
seen from our construction, is using a
variety of foundation types. So there is no
guarantee that that foundation type will be
the one we select as being the appropriate
one for the location that we’re building in.

One of the things that | can commit to
doing is to ensure that the housing
corporation will go for expressions of
interest to see what other possibilities are
out there in the future. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. Thank you, Mr. Barriault,
for your answer. | don’t have a question,
but | have a comment. | used an example of
a private business, but not to just simply
oppose that business. | don’t want that
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misunderstood. That was just an example
that someone used; | could have used other
examples. | just want to be clear that I’'m
not against any particular business. That is
all. Thank you.

Chairman: Thank you, Mr. Enook.
Paragraphs 23 to 42, awarding of contracts.
Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman. |
normally don’t comment ever on my
colleagues’ responses, unless it’s the
Ministers themselves. I certainly don’t
want to be misunderstood either. | was
quite careful when I alluded to the very
permissible modes in the contract
regulations. One is the public tender.
They’re all categorized. | believe there are
mainly four of them: public tender, request
for proposals, invitational, and sole source,
which could be a negotiated contract.

By and large, | think I’m satisfied from the
response of the Deputy Minister of CGS
that they will be clarified so that the rules
will either consider putting limits on sole
source allowables. Given, in my view,
normally these are used for an emergency
type of nature where the work must be
done and must be done on a timely basis in
order to get certain services in the
community and whatnot developed, that is
a very important component, whether it be
a public tender, invitational, sole source, or
any one of them. | am satisfied that a
standing offer agreement may be used more
to allow for those individuals who have
specific specialized services to take
advantage of their expertise to enter into
that mode.

What I’m trying to indicate is that sole
sourcing is not a taboo. It’s not something
that’s breaking apart the government’s
finances or sole source doesn’t mean that if
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you’re a beneficiary of sole source
contracts, you have it for a lifetime. Am |
correct in that? It’s to the Office of the
Auditor General. Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campobell.

Mr. Campbell: Yes, Mr. Chairman, you’re
correct.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. My second
question really is this: of all the modes that
the GN and agencies normally use for
issuing public tenders or any modes
applied through the request for services
from the private sector, which mode that is
allowable under the rules is normally used
in your experience? Is it the sole source
provision that has the most dollar value
amounts? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campbell.

Mr. Campbell: Mr. Chairman, I don’t
have those numbers right in front of me
here, but | would say that the framework
and the policies of the GN are designed in a
way to promote competitiveness and,
where possible, to get competitive
contracting. That’s why it’s limited in the
provisions under the circumstances that one
can go in a non-competitive way.

I think that the Member has made a point
that’s certainly worth highlighting and the
fact is that just because someone uses a
sole source doesn’t mean to say it’s a bad
thing. As has been alluded to by some of
the witnesses, there are occasions where
that might be the best thing and the right
thing to do. So perhaps the use of the term
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IS such that people think that maybe it’s a
bad thing. It’s not a bad thing, but it must
be used in the way that it was intended to
be used. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. I’ll ask all the
contracting agencies as well as CG&S. |
know it’s difficult to establish a range. In
your view, of the contracts tendered or let
in terms of percentages roughly, which
particular mode uses the largest percentage
of contracts issued? Thank you.

Chairman: Thank you, Mr. Curley. We
will start with the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I’ll just refer to the numbers that were part
of this audit. The Auditor General’s report
states that they looked at a value of over
$207 million worth of contracts. In
paragraph 31, they list the value of sole
source contracts examined by our
department and the two agencies in total.
That’s close to 1 percent or slightly over 1
percent, so sole source is not a huge dollar
value that we contract for. In fact, in
keeping with the limitations on what’s
contained in the rules around sole sourcing,
then they’re really small dollar values.

I just got corrected here. The total is
actually 14 percent sole source in our
contracting report of 2009-2010, so it’s not
a huge value. | think that’s important to
know because we do scrutinize that and
certainly find that the best value for
contracting is public competition. We use a
series of different processes for that,
perhaps requests for proposals, because not
only does that give best dollar value; it
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usually gives best solution value too.

Where we have come into occasions where
we’re not seeing as much competitive
activity as we would like and that’s driving
up prices, if we go out with an RFP and we
just describe what it is that we need to
achieve, that generates new ideas and new
ways to approach solving our process, not
unlike the housing corporation’s situation
with foundations.

So the best value for government is
certainly competition and that’s, by and
large, a huge and largest percentage of
contracting is through the competitive
process. RFPs with construction, it’s
usually tender and that’s low price. We are
exploring other types of contracting for
construction like P3s, design-build, and
that kind of thing. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman.
Next, we will move to the President of the
Nunavut Housing Corporation, Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Looking at the annual contracting report of
the Nunavut Housing Corporation for
2009-2010, there was roughly $4.3 million
worth of sole sourcing out of
approximately $72 million worth of
contracts. So that would be roughly 6
percent as a percentage. In 2010-11, we
drastically lowered our sole sourcing from
the $4.3 million in the previous year down
to $1.9 million out of $87 million, so a
higher contracting value overall and less
than half of the amount on sole sourcing.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Barriault. Now
to Mr. Mackey.
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Mr. Mackey: Thank you, Mr. Chairman. |
don’t have the percentage of awards for
sole source versus other methods of
acquiring goods and services, but | can say
that by far, the public tender process is
used most often and certainly would have
the highest percentage with Qullig Energy
in terms of procurement of goods and
services. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. |
actually have a copy of year 2009-2010
leasing, contracting and procurement
activity report. It says it’s 6 percent in here.
Mr. Curley.

Mr. Curley: Thank you. Mr. Chairman, |
just wanted to put on the record paragraph
31 of the Auditor General’s report. It says
that they “reviewed a sample of sole-source
contracts in each of the three entities: 13 in
Community and Government Services,
worth $2.2 million; 12 in Nunavut Housing
Corporation, worth $5.5 million; and 12 in
Qullig Energy Corporation, worth $3.3
million.” So my last question is: will we
get a commitment at least that
consideration that you will work to reduce
that amount in the coming years or take
steps to ensure that the Nunavut
government at least complies with the rules
for justifying sole source contracts? Thank
you.

Chairman: Thank you, Mr. Curley. We
will start with the President of the Nunavut
Housing Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
As demonstrated by lowering by more than
50 percent of our sole sourcing from 2009-
2010 to 2010-11, the housing corporation is
definitely committed to reducing sole
sourcing. We have established our standing
offer agreements for some and we are in
the process of establishing the rest, which
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would again reduce that amount. Yes, we
are committed to doing so where
practicable and where appropriate. Thank
you.

Chairman: Thank you, Mr. Barriault. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
That’s certainly a major action plan item
for CGS. That’s not something that we just
started as a result of this recent audit, but
we’re on a mission to ensure that we have
proper justification for sole sources right
across government. We continue to train on
that and we continue to advocate for
assisting departments with standing offer
agreements that really do allow for better
competition. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Next, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Certainly, the Qullig Energy Corporation is
looking at reducing sole source contracting.
Some of the steps we have taken under our
action plan are, as | talked about earlier, in
terms of the more training for budget
holders and procurement officials, as well
as the identification of a single person to
review all sole source requests to ensure
that they meet the requirements under
Exhibit 3 of the OAG report before they’re
allowed to go forward.

I can say that I’m aware of the requests that
come through for sole sourcing and I’m
also aware that a number of them are
turned down and the contracting officials
have been asked to go use a different
method because it didn’t fit the
requirements under Exhibit 3. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Mackey.
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That’s all the names | have on my list for
paragraphs 23 to 42, awarding of contracts.
We will move on to the next section, which
is the administration of the contracts. So
administration of the contracts deals with
paragraphs 43 to 62 in the Auditor
General’s report. So paragraphs 43 to 62,
and | have Mr. Ningeongan on my list to
begin and I’ll take more names as well. Mr.
Ningeongan, if you would like to start.

Mr. Ningeongan: Thank you, Mr.
Chairman. My question is directed to the
Office of the Auditor General. In paragraph
47 of your report, you indicate that there
are problems with respect to government
entities obtaining a certification of funds as
required by the Financial Administration
Act and the Financial Administration
Manual. What reasons were provided to
your office for why the required process
was not followed? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
I would like to ask Ms. Salvail to answer
this question, please. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Salvail.

Ms. Salvail: Thank you, Mr. Chairman.
The reason that was given to us is that they
thought it was enough to check in their
systems, so they were not going as far as
required by the FAA and certified by way
of signature that the funds were indeed
there to be spent. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Salvail. Mr.
Ningeongan.
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Mr. Ningeongan: Thank you, Mr.
Chairman. Thank you for the response. In
its response to the Auditor General’s
recommendation, the Department of
Community and Government Services
indicates that it has created new processes
“to ensure compliance with the
procurement framework.” Although 1
realize, Mr. Chairman, we might have
indirectly heard from the Deputy Minister
touching up on this issue, I would like to
ask her if she can summarize what changes
have been made and if the new processes
are now being used. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The contracts that were part of this audit
that had this issue were actually
construction contracts. The paperwork
process for construction contracts flows
differently than our standard procurement
paperwork. We wanted to point out that all
funds for capital projects are approved at
our Financial Management Board. They’re
approved in the leg. and the dollars are
there. We do check the system. That’s clear
as well.

What the auditor told us would be better
practice is if we actually had a statement in
the file that suggested, “This is the account
line. This is the amount of money. And
we’ve got a signature on there that indicate
that that has actually been certified and in
place,” and that that goes into the file prior
to actually going out for an RFP or a
tender. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
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Chairman. Thank you for the response. |
would like to ask another question to the
Office of the Auditor General. Did your
audit identify any cases where entities
spent more than their approved budgets as
a result of this problem? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Again | would like to ask Ms. Salvail to
respond to that question. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Salvail.

Ms. Salvail: Thank you, Mr. Chairman.
No, we didn’t track that, so we can’t say.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Salvail. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. Let me try again. In paragraph
49 of your report, you indicate that the
Nunavut Housing Corporation “did not
document the reasons for change orders in
one third of its contracts” that your office
examined. What reasons were provided to
your office for why the required process
was not followed? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
I’m going a bit from memory here, but |
think the answer to the question was
largely around capacity in terms of people
moving quickly and just not basically
having time to do this. I’m more mindful of
the audit we did on child and family
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services and | remember Members asking a
similar question. When we had interviewed
people in that audit, many times they told
us that they had actually done the step, but
they just didn’t have enough time to
document it. I’m not 100 percent sure
whether that’s exactly the same situation
here, but I think that would be a very good
question to ask the housing corporation.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. In its response to the Auditor
General’s recommendation, the Nunavut
Housing Corporation indicates that it is
“working to identify solutions to address
the constraints inherent in its existing
financial software that affect the ease and
timeliness of contract administration.”
Does the Nunavut Housing Corporation use
different financial software from other
Crown corporations and government
departments? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The Nunavut Housing Corporation uses
FreeBalance, which is the same software
used by the GN for tracking its budgets. It
uses a separate instance or separate version
of the software, so it runs its own parallel
system.

Part of the challenges within the
FreeBalance system is in tracking multi-
year projects. As such, if you have a project
that goes for more than one fiscal year, you
are, in fact, generating a report for each
year and having to add the results in a
spreadsheet to get a total of what your costs
are on any project. It creates some
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challenges because you’re taking
automated reports and having to add them
manually to get a true picture of what’s
happening. So that’s where the challenge
is. We have just concluded putting out an
expression of interest for software solutions
to include financial management as well as
property management to try to address this.
Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Campbell had sort of said that maybe the
Nunavut Housing Corporation would want
to answer the question that Mr.
Ningeongan did ask regarding the
documentation for the change orders of
one-third of its contracts. | was wondering
if you could actually answer that question,
please. Mr. Barriault.

Mr. Barriault: Yes, indeed. Thank you,
Mr. Chairman. | can provide you some
details on that. Three of the referenced
change orders that are referred to were
extensions to consulting service contracts.
The reason for change orders in two cases
was to continue providing the required
service for a longer period of time and, in
one case, to extend the contract completion
date for delivery of contracted services.
They seem to be self-evident when the
extensions were put on the contract, but
they were not formally noted on the change
order itself.

The fourth case was to increase the number
of foundation piles to be installed on a
project. So the change order stated that it
was to add more steel piles on the
foundation but did not state why additional
piles were required and only that they were
needed. The steps we have taken in future
change orders are to make sure that the
reasoning is very clearly stated and that
there’s not questions or assumptions made.
Thank you.
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Chairman: Thank you, Mr. Barriault.
Back to you, Mr. Ningeongan, you were
asking questions about financial software.
Mr. Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. I wish to move on with other
questions to the Office of the Auditor
General. In paragraphs 56 to 61 of your
report, you describe a number of the
problems facing the Qulliq Energy
Corporation’s management of contracts.
You state that “Unless and until the
Corporation addresses [its capacity] issues,
its ability to implement the
recommendations contained in this report
will be hampered.” Are these capacity
issues primarily caused by a lack of staff or
are they caused by current staff not having
the necessary skills and training? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Ningeongan.
Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Again | would like to refer that question to
Madam Salvail.

Chairman: Thank you, Mr. Campbell.
Madam Salvail.

Ms. Salvail: Thank you, Mr. Chairman. |
would say that it was all of the above. |
mean sometimes there were just no people
to perform these tasks. Sometimes it was a
question that the people were new and
didn’t have the training or didn’t kind of
understand the rules. Sometimes it was a
question of turnover. For example, during
the course of our audit, a CFO left. Until
they get a new CFO, I guess that does take
time for people to get up to speed with
what’s going on, what are the rules,
etcetera. Yes, it was a mix of all of these
things. Thank you, Mr. Chairman.
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Chairman: Thank you, Ms. Salvail. Mr.
Ningeongan.

Mr. Ningeongan: Thank you, Mr.
Chairman. This will be my last question. In
its response to the Auditor General’s
report, the Qulliq Energy Corporation
indicates that new approaches to managing
information “will be implemented by July
2012.” Can you describe the key elements
of these new processes? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Ningeongan.
President of the Qullig Energy
Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
First, prior to the process being put in
place, the first part was to replace the
manager responsible for procurement who
left at the end of the audit. We have
replaced that person with a new individual
and we have restructured the department to
split some of the responsibilities out. As
opposed to having all of the responsibilities
falling on one person, we have shifted
those responsibilities out to two people
with different areas of responsibility.

I think key for the corporation for sure is to
deal with the process, moving forward, to
eliminate the issues surrounding the
administration of contracts. They have been
moved to the administration of contracts by
a contract basis. Qullig Energy, from its
inception as Nunavut Power Corporation,
has been administering contracts by
vendor. So if a vendor happened to have
three or four contracts, well, the
information that varied for those contracts
would probably be in one file in one
location.

Moving forward, each contract in Baker
Lake will be administered on a contract-by-
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contract basis, with the process in place for
identifying the pieces of information that
has to be in each file, from the certification
of funds to receipt of goods to payment.
The system is established so that those
documents have to be in place and a
contract isn’t finished until all of those
documents are in place.

So those are some of the processes that the
two new individuals who split the
responsibilities are working with
Community and Government Services for
training and for development of the
framework to get it in place. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Mackey.
We’re on the administration of contracts,
paragraphs 43 to 62. | have no more names
on my list. Mr. Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | have a question. | don’t
know whether there was a response to it.
There’s also an indication that the Qulliq
Energy Corporation has some issues with
the FreeBalance software that they use for
financial administration. What has been
done to rectify that problem? I didn’t hear a
response to that question, so if | could hear
it again. Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. I don’t
know if it was different in the translation,
but it came across to me that you wanted
the president of Qullig Energy, but |
believe it was the Nunavut Housing
Corporation that was answering a question
about FreeBalance. So if I’'m wrong... .
Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Yes, | believe the Member might have
missed my response earlier.
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The Nunavut Housing Corporation has put
out an expression of interest and received
some replies from providers of software to
give us a software solution for financial
management to deal with multi-year
construction projects, to deal with our local
housing organizations’ finances, which are
consolidated statements with the Nunavut
Housing Corporation, so the 25 separate
entities, consolidated with us, as well as the
property management of our 5,000 or so
public housing units and another 1,500
staff housing units. Thank you.

Chairman: Thank you, Mr. Barriault. So
administration of contracts, paragraphs 43
to 62. Mr. Curley.

Mr. Curley: Thank you. Mr. Chairman, in
that range of paragraphs, | want to ask
questions with respect to the
recommendation in paragraph 51. First of
all, my first question is to the Auditor
General’s office. Throughout the private
sector, at least throughout Canada, | think
the term used, “change order,” is really
quite common throughout the free world in
my opinion. Why are you specifically
recommending that it be changed to “price
change”? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campbell.

Mr. Campbell: I’m going to ask, Mr.
Chairman, if one of my colleagues can
provide a better answer than | could. I think
Madam Schwartz can do that.

Chairman: Thank you, Mr. Campbell. Ms.
Schwartz.

Ms. Schwartz: The Financial
Administration Manual specifies that
change orders... . It’s not the change order
definition that was asked to be changed,
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but in the FAM, it specifies that the price
change should be the amount that the
contract is going to change. So you have an
original contract and then you need to add
money to it, and that’s the change order. In
the FAM, it’s not clear that if the price
changes just the amount of the change
order, like the additional $100,000 you
want to add to the contract, or if the price
change is the original contract value plus
the addition. Thank you.

Chairman: Thank you, Ms. Schwartz. Mr.
Curley.

Mr. Curley: In this contracting trade
business, you guys are known as bean
counters rather than technical in nature. To
try and change the definition because a
change order doesn’t always mean a price

change, do you agree with that? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campobell.

Mr. Campbell: Mr. Chairman, | think that,
to be correct, we’re talking about change
orders, but within that, the wording “price
change” comes from within the
government’s own definitions and stuff, so
we’re not changing “change order” to
“price change.” We’re talking about an
element within change orders. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Curley.

Mr. Curley: Thank you. If the Department
of Finance is to change the definition, they
would have to do it either through the
Financial Administration Act or other
contracting frameworks or the contracting
manual of the whole government. So my
question is: do you all three agree that this
change would be satisfactory to all of them
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when they are constantly embroiled in
change order requests from the contractors?
Thank you.

Chairman: Thank you, Mr. Curley. We
will start with the Deputy Minister of
Community and Government Services, Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
We’re actually aware of this discussion and
really, for us, it has nothing to do with
changing the definition of a change order.
A change order is exactly as you described
it. It has more to do with the authority
around signing off on change orders and
recognizing, through the Financial
Administration Manual, not the Act but the
manual itself, which is where this appears,
that that gets clarified so that we don’t have
to have a whole process around signing off
on each change order, which would be
hugely onerous on getting any of this work
[done] moving forward.

Really, it’s just to change looking at how
price changes, what that means in the
context of a change order and a contract
itself. It’s an administrative thing that I’'m
certainly not against and | want it that be
clarified so that we’re not spending all of
our time getting signatures as opposed to
actually getting the work done. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Lausman. We
will go to the President of the Nunavut
Housing Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
The lack of clarity, | suppose, that is trying
to be addressed in this, to my
understanding, has to do with, again, the
definition of price and price change and
how that affects signing authorities. For
example, if we have a contract worth
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$100,000 and only I have the signing
authority for $100,000 and over, then |
have to sign before the contract comes into
effect. Now, if there’s going to be a $1,000
change order, can someone who has a
$1,000 signing authority sign the change
order or if the price change makes this a
$101,000 contract, does the change order
need to come back to me? That would be
an example of where that definition would
apply. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
think that’s a very good example by my
colleague here. The end result for our
contracting people is the clarity in terms of
who has to sign for a specific change order
and then ensuring that the proper signature
is in the file so that when we’re audited the
next time around, there isn’t a question
about whether it should have been myself
at $100,000 or it could have been a
manager at $1,000. That will provide
clarity and certainly eliminate some
confusion in our next audit. Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Mackey. Mr.
Curley.

Mr. Curley: Thank you. The contractor
would continue to be involved when they
do require a change order, that they will do
s0. In terms of administration from the
government side, if it involved change of
the dollar amount, it will be known as a
price change. Am I correct in that? Thank
you.

Chairman: Thank you, Mr. Curley. | saw
you looking at the Auditor General’s
office, so | believe it’s for Mr. Campbell.
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Mr. Campbell: Thank you, Mr. Chairman.
Yes, change orders will change the nature
and sometimes the size of what’s
happening and the extent to what’s
happening. Sometimes they can result in a
price change. So we’re not introducing a
new concept here; it’s already there. What
we’re saying is how it’s worded in terms of
whether, as Mr. Barriault said, the price
change is then the $101,000 or just the
$1,000 will determine who is responsible
for signing off on that.

What we observed is that the way that it’s
worded, two different people could have
different interpretations of that. So all
we’re saying is we’re not saying which
way to go, we’re saying that that should be
clarified so that people know what they’re
doing. The concept of a price change
already exists within the government’s
lexicon and their rules within the concept
of change orders. We’re not advocating any
change in that regard at all, and I’m sorry
for using the word “change” so often in one
sentence. Thank you.

Chairman: Thank you, Mr. Campbell.
Administration of contracts, paragraphs 43
to 62. I have no more names on my list.
Before we go on to entity information,
paragraphs 63 to 64, would the Committee
like to take a 15-minute break and meet
back here at 3:05? Are we in agreement?

Some Members: Agreed.

Chairman: So 3:10. Is that a change order
or a price change?

>>[ aughter
Chairman: Okay. Thank you.

>>Committee recessed at 14:55 and
resumed at 15:19
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Chairman: Welcome back, everybody.
We’re now on entity information,
paragraphs 63 to 64, and | have Mr.
Oshutapik on my list. Mr. Oshutapik.

Mr. Oshutapik: Thank you, Mr.
Chairman. I will ask my question to the
Office of the Auditor General. In paragraph
63 of your report, you indicate that you
“found errors in the 2009-10 procurement
reports tabled by Nunavut Housing
Corporation and Qullig Energy
Corporation in the Legislative Assembly”
and that you “found instances where
contracts were incorrectly coded as being
competitively tendered when they were
actually sole-source contracts.” Can you
identify which specific contracts were
incorrectly reported to the Legislative
Assembly and their value? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Oshutapik. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
I thank the Member for the question. Just
by way of background, we didn’t set out to
audit that information that was provided to
the Legislative Assembly. We were using
those lists as the population from which we
were going to select our samples. During
the course of that, we said, “Oh, wait a
minute. There are some errors here.” So it
was in that context that we were looking at
it. We informed the entities involved, but |
don’t have the specifics of the contracts
and I don’t know if the entities do either,
Mr. Chairman. It wasn’t the primary focus
of the audit. It was something that we
happened on in the course of trying to do
another test. Thank you.

Chairman: Thank you, Mr. Campbell. Mr.
Oshutapik.
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Mr. Oshutapik: Thank you, Mr.
Chairman. This time I will ask the question
to the Government of Nunavut witnesses.
Paragraph 63 of the Auditor General’s
report indicates that the 2009-2010
procurement report tabled by the Nunavut
Housing Corporation contained errors.
What caused these errors to be made and
will corrected versions of the report be
tabled in the Legislative Assembly during
the upcoming spring session? Thank you,
Mr. Chairman.

Chairman: Thank you, Mr. Oshutapik. We
will start with the President of the Nunavut
Housing Corporation, Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
In the NHC’s 2009-2010 contracting
report, there were two errors and we do
have specifics and this is information that
had been tabled in the Legislative
Assembly. One referred to Canadrill for
steel pile foundations and it was, in fact, a
sole source contract. The previous year, it
had been publicly tendered and as such, the
reason for the error is that there had been a
complete change in administration. | started
as the president of the Nunavut Housing
Corporation in December of 2009 and we
had a new CFO who had started just
shortly before I did. So we were trying to
gather information from different sources
to put the report together.

The people who had information recalled
Canadrill’s contract having been tendered,
but it turned out that was in the 2008-09
contract year, not 2009-2010. So that was
one error. There was another for Nunatta
Environmental and they do oil spill clean-
ups. Again, it was a matter of incorrect
information being included. In 2009-2010,
they had been contracted on a sole source
basis. As it turns out, the previous year, in
the same area, they had received a contract
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through an invitational request for
proposals. So those were the two errors in
2009-2010.

There’s also one error in the 2010-11
contracting report. However, this was
corrected prior to tabling, so the tabled
document is indeed correct. That was a
case where we reported a software
maintenance agreement, as per the
provisions of the original contract, which, |
believe, was a request for proposals. As per
for OAG direction, those were to be
reported as sole sourcing rather than being
in the same method as the original contract
had been awarded. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Oshutapik.

Mr. Oshutapik (interpretation): Thank
you, Mr. Chairman. My next question is to
the Office of the Auditor General. What
explanation did you receive from the two
corporations concerning the reasons for
these errors? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Oshutapik. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
I would like to refer this question to Ms.
Schwartz, please. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Schwartz.

Ms. Schwartz: Thank you. In the case of
both corporations, the reasons for the errors
were of an administrative nature. Thank
you.

Chairman: Thank you, Ms. Schwartz. Mr.
Oshutapik.

Mr. Oshutapik (interpretation): Thank
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you, Mr. Chairman. Are you satisfied that
these errors were unintentional? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Oshutapik.
Ms. Schwartz.

Ms. Schwartz: Yes, we are. We do not
think they were intentional errors. Thank
you.

Chairman: Thank you, Ms. Schwartz. Mr.
Oshutapik.

Mr. Oshutapik: Thank you, Mr.
Chairman. Did you find similar errors in
the 2009-2010 or 2010-11 annual reports
on departmental contracting and
procurement activities? Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Oshutapik.
Ms. Schwartz.

Ms. Schwartz: Thank you. As Mr.
Campbell explained, we found these errors
through drawing our samples for NHC and
QEC. We didn’t draw samples from the
other departments in terms of other than
our three audited entities. So no, we did
not.

Chairman: Thank you, Ms. Schwartz. Mr.
Oshutapik.

Mr. Oshutapik (interpretation): Thank
you, Mr. Chairman. (interpretation ends)
Paragraph 63 of the Auditor General’s
report indicates that the 2009-2010
procurement report tabled by Qulliq
Energy contained errors. What caused these
errors to be made and will corrected
versions of the report be tabled in the
Legislative Assembly during the upcoming
spring? Thank you, Mr. Chairman.
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Chairman: Thank you, Mr. Oshutapik.
President of the Qullig Energy
Corporation, Mr. Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
The errors, as indicated by Ms. Schwartz,
were administrative in nature in terms of
how contracts were administered. It’s
similar to the Nunavut Housing
Corporation. There were contracts that
were let that were identified as requests for
quotes or invitational tenders, but in
actuality, after the OAG reviewed them,
they have been reclassified as sole source.
The Qullig Energy Corporation will always
have proper tabled documents in the
Legislative Assembly. Thank you, Mr.
Chairman.

Chairman: Thank you, Mr. Mackey. |
wanted to follow up. | don’t think, Mr.
Barriault, for the 2009-2010, whether there
was a commitment to re-table those
corrected documents. Could you clarify
whether you will be tabling them in the
spring sitting? Thank you. Mr. Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
I will make enquiries as to the processes
for correcting errors in tabled documents
and follow accordingly. Thank you.

Chairman: Thank you, Mr. Barriault. We
are on entity information and the person |
had next on my list is not here, so does
anyone have any other questions for
paragraphs 63 to 64? Mr. Rumbolt.

Mr. Rumbolt: Thank you, Mr. Chairman.
My question will be to the Nunavut
Housing Corporation. The Nunavut
Housing Corporation’s response to the
Auditor General’s report indicates that it
“has taken steps to improve its processes
for the filing and archiving of procurement
documentation.” Can you describe in detail

Ab/RPCSe OLNNJC): Sgh*al™, MC DACA®.
QrLESPh*L Sdec d<I>ANNIS, C LP.

LP (ONMNJ9): sdb2al™®, Ab/RDC, CAPI] T
AL DSb>INGCPCHC <AL osC
AN P>®DC L5 CAL<K 5P 0a 2T
AlSONRANJS Cod<d bDSE AL

Do Sdrc P®IL O bAIGNYoe Pr<a
Q5 APCDIL®DC ACHSIC
beDGeCDC Do Mgt St d<I>A NS
NNGse/ L/ SbeCseIC CLedo™L.
sdbeal, Ab/RPCSe,

Ab/<RPCSe (ONMNJO): Sd*al®, MC LP.
Ced<IcCP>Se shP>M<IbbaHNE, MC ADAD
2009-2010 S\PNYo<sL LS’ Ceda™L
gsepPse/Lda® NNSebsdNa® DASLIT
bNLcPC. Sdval® MC A>nD>.

ADBAD OLMNJO): Sdy*al™, AbYRPCSb,
CL%a Sbo% <IDeCHNPShSL L CLLS/L{g®
JepPPdno e, Sdyal™.

Ab/RPCSe OLNNNJO): Sdv2al™®, C ADAD.
MC DACA®. Sdyeal™, CRREPHC NIM>YAC
DPYPAPCHTNC Coa P PRGN LLC,
4P Pegd JA®INPRSH®DHe< CL@es(,C
NNG®/Lo<o® 63 NP5J 64. C GE>C,

GL>C (ORNNJO): Sdbal™®, Ab/RPC, Coa
AADINL a2 Al O NASNPd® of. o S€
AL SONNLLC PDEYNNCD®CEL DS C
Cbdd Acn<c
Sb.oAcP>PNSbALe/ LT a®
Dsedse/LP<sb®Dab At o PAPNAT ST
NNSse/LYo a e AYAJ>a pcC

123




what specific steps have been taken? Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Rumbolt. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
Our new senior manager of contracts and
procurement has developed a document
listing identifying specific documents that
must be included in all contract files to
ensure thoroughness and completeness.
That’s everything from preparation and
approval to go to tender from all bids
received to every contract, progress draw,
change orders, etcetera, and inspection
reports. It’s a very comprehensive list and
there’s quite a lot. A contract file, as such,
may, in fact, involve several file folders.

In addition to that, we have been obtaining
training, as | mentioned in my opening
statements. In the Archive Regulations of
Nunavut in November, the changes were
passed to include the housing corporation
as a designated authority. As such, our staff
have been undertaking training under the
archiving processes of the GN and that
way, our files can be included as part of the
overall GN archiving system. Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Rumbolt.

Mr. Rumbolt: Thank you, Mr. Chairman.
My next question will be to the Qulliq
Energy Corporation. The Qullig Energy
Corporation’s response to the Auditor
General’s report indicates that the
corporation’s contract information “is
being reviewed for more effective ways to
manage administrative information” and
that “New approaches will be implemented
by July 2012.” Can you describe in detail
what constitutes these new approaches to
managing contract information? Thank
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you, Mr. Chairman.

Chairman: Thank you, Mr. Rumbolt. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman. |
will indeed describe them. There are
several steps involved in the process.

First, it was to increase capacity in the
procurement division. We moved from one
position being responsible to having two
positions that are now responsible for this
information.

The second component to this is to develop
a QEC procurement framework for our
board to approve, which they will be
reviewing in June. I’m looking for their
approval at that time.

Thirdly, in the interim, QEC will work with
the board for QEC to formally adopt the
GN contract and procurement methods
currently so that information that’s being
recorded now is being recorded properly.

The next step after the board has approved
the new procurement framework is to
develop a training program for the QEC
procurement framework and to implement
that program. We anticipate beginning that
training program in June and it will be a
continuous training program indefinitely as
we anticipate turnover and certainly as we
anticipate the need for refresher training for
our staff.

The last component of this is the QEC
document handling system, which is
currently in the process of being analyzed,
developed, and hopefully implemented by
2013, which will track all documentation
that QEC currently has. I’ll make it certain
that it’s readily available. Thank you, Mr.
Chairman.
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Chairman: Thank you, Mr. Mackey.
Entity information, paragraphs 63 and 64. |
have no more names on my list. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) The
Qullig Energy Corporation’s 2009-2010
annual report on procurement, contracting
and lease activities was tabled in the
Legislative Assembly on February 24,
2011. Its 2010-11 annual report has not yet
been tabled in the Legislative Assembly.
What has caused the delay in tabling this
report and when will it be tabled in the
Legislative Assembly? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Mackey.

Mr. Mackey: Thank you, Mr. Chairman.
Just for clarification, we’re talking about
the 2010-11 contracting, procurement, and
leasing report? Okay.

The reason for delay is the identification of
misclassification of the different contracts
that were let. The OAG reviewed them and
identified some that were sole source as
opposed to being requests for quotes. So
the Qullig Energy Corporation is in the
process of clarifying the document and
making sure the document is correct before
it’s tabled.

Also, the identification of these errors
occurred at the same time that our manager
of procurement left the corporation during
the summer. We have recruited and have
someone else in place that has to take some
time to settle in and recognize the existing
system for administration of contracts and
locate the information necessary to correct
any areas that were identified. Thank you,
Mr. Chairman.
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Chairman: Thank you, Mr. Mackey. Ms.
Ugyuk.

Ms. Ugyuk: Regarding the same question,
he didn’t say when it was going to be
tabled. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Mackey.

Mr. Mackey: | can get confirmation, but as
soon as the areas that have been identified
in the report are corrected or the correct
information is included within the report,
the report will certainly be tabled in the
Legislative Assembly. I can certainly find
out for the Standing Committee when that
would be, if it’s the June session or not.
Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Mackey. So
any further questions on entity information,
63 and 64? Let’s move on to the awarding
of scheduled medical travel contracts. This
is paragraphs 65 to 70. So paragraphs 65 to
70, and | have Mr. Enook on my list. Mr.
Enook.

Mr. Enook (interpretation): I’m sorry, Mr.
Chairman. Thank you. If it’s okay with
you, | would like to go back to... . I had to
go out for a few minutes to check
something and when | returned, the item |
had a question on had been dealt with
during my absence. My question is under
paragraph 63 if you could give me some
time. Is it okay? Thank you.

This question came up on the details of
why there were some errors. I’m trying to
remember what response that he got, but |
think that one of the responses was that a
contract was given as sole source in 2009-
2010 to Nunatta Environmental. | had some
questions on the reasoning. Why was it
given as a sole source? | know that here in
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Igaluit, there’s Qikiqgtaaluk Environmental
that is Inuit owned. They’re similar. Why
was this sole source given to that one
company? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Mr.
Barriault.

Mr. Barriault: Thank you, Mr. Chairman.
My understanding, as this occurred while |
was not with the housing corporation, is
that in the prior year, in 2008-09, Nunatta
Environmental as well as Qikigtaaluk
Environmental had been invited to bid
through an invitational request for
proposals. I’m not sure if Nunatta
Environmental had been the only one
available at the time and since this is
dealing with oil spills, you need somebody
right away, so you can’t wait. So it has to
do with availability.

What’s not clear in the files is whether or
not Qikigtaaluk Environmental was invited
for 2009-2010. However, | do know that
Nunatta Environmental had been contacted
as having been the contractor who had
dealt with the previous oil spill in that
region. Whether they’re the sole person or
not is not clear in the files, but typically, in
this type of situation, all known companies
that provide that service would be invited.
We are aware that Qikigtaaluk
Environmental does do that kind of work.
Thank you.

Chairman: Thank you, Mr. Barriault. Mr.
Enook.

Mr. Enook (interpretation): That’s why
I’m asking the question. Sometimes |
believe that it’s too easy to sole source
contracts. Now I realize that Nunatta
Environmental also knew that there was
another company other than themselves.
This was sole sourced, even though they
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knew of Qikigtaaluk Environmental. | just
wanted to find out and perhaps there’s a
good reason why that contract was sole
sourced. It seems like we don’t know the
reason why it was sole sourced and we
can’t undo it.

I’m just trying to remind myself and my
colleagues that | believe we have an
agreement in the government that
whenever possible, we should provide
opportunity to anyone in the public to put
in a bid. Thank you and that’s it.

Chairman: Thank you, Mr. Enook. That
was a comment and | don’t think there was
a question directed anywhere. So let’s
move forward on to the awarding of
scheduled medical travel contracts and
those are paragraphs 65 to 70. Ms. Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. | have a question to the
Office of the Auditor General.
(interpretation ends) In paragraph 66 of
your report, you indicate that your office
decided to audit the government’s 2008
and 2011 requests for proposals for
medical travel on scheduled airlines and
that you audited “only the process for
awarding contracts.” Can you clarify what
elements you did not audit and your
reasons for this approach? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.

I would like to thank the Member for the
question. Members might recall that the
scope of this audit was added to by
requests from the Legislative Assembly.
One of those requests was to audit the
awarding of the 2008 medical travel
contract, so we did that. We also added on
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the 2011 because we thought you would be
interested and it was just awarded at that
time.

The rest of the audit was auditing two main
themes: award of contracts and
administration of contracts. We just didn’t
have room in our scope to add in more
administrative questions and we felt that
we had a big enough sample in the other
administrative work that we had done to be
able to reach that conclusion. But
essentially, we responded to the requests
that we received from the Legislative
Assembly. Thank you very much.

Chairman: Thank you, Mr. Campbell. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. | have a question to the
government witnesses. (interpretation ends)
The government’s most recent Request for
Proposals for Medical Travel on Scheduled
Airlines (RFP 2011-22) closed on April 15,
2011. Which airlines and/or entities were
awarded contracts? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I don’t actually have all of that detail with
me, but | believe that the breakdown of the
award of this contract actually had different
areas and different airlines, so | think
there’s a split in allocation to different
airlines in different regions or different
communities. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) What
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are the expiry dates for each of the
government’s current contracts for medical
travel on scheduled airlines? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: | apologize, Mr. Chairman.
I don’t think I caught that entire question.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk, if you could rephrase the question.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) What
are the expiry dates for the contracts for the
scheduled airlines for medical travel?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
These contracts were let for a five-year
term with two one-year options to extend.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. | have a question to the
Office of the Auditor General.
(interpretation ends) In paragraph 68 of
your report, you note that “there were clear
evaluation criteria in the RFP.” Did the
evaluation criteria that the government
used differ significantly between the 2008
and 2011 RFPs and, if so, in what specific
ways did they differ? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Salvail.
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Ms. Salvail: Thank you, Mr. Chairman.
The criteria, per se, were the same in 2008
and 2011. What changed slightly is the
weight given to some of these criteria. For
example, the weight given to the pricing of
the tickets went from 35 percent in 2007
and was given a 40 percent weight in 2011.
Thank you, Mr. Chairman.

Chairman: Thanks, Ms. Salvail. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. | have another question for
the OAG. (interpretation ends) Did your
audit examine the appropriateness of the
evaluation criteria and the process by
which they were established? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
No, the criteria for a contract like that are
established by the government. The
government decides what they want and
how they want to get it. We looked whether
it was done within the rules. So the criteria
would have been established by the
Department of Health and Social Services
and then would have been vetted or
discussed or challenged by the Department
of CGS. So unless it was something really
bizarre, we would take it that the
government knows what it is that they want
to purchase and have established the
criteria accordingly. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you. I’ll
ask a question to Community and
Government Services. (interpretation ends)
Section 2.2.8 of the government’s 2011
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Request for Proposals for Medical Travel
on Scheduled Airlines indicated that “The
term of this agreement will be for a period
of three years with the possibility of three
one year extensions.” Paragraph 67 of the
Auditor General’s report indicates that the
government’s 2008 contracts included “an
option to extend the contracts for two one-
year periods.” Why did the government
decide to increase the number of possible
contract extensions? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk.
Deputy Minister of Community and
Government Services, Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
That decision is actually made by Health
and Social Services because it meets their

requirements for delivering on the program.

It was within the rules, so CGS actually
accommodated that. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. This question is for the
OAG. (interpretation ends) In paragraph 69
of your report, you note that the
government’s 2011 Request for Proposals
for Medical Travel on Scheduled Airlines
“was to include Government employees’
duty-related travel.” Did this additional
component pose any challenges to your
audit work? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
No, it didn’t. Jo Ann, Michelle, and the

team work a little harder and a little longer,
but since it was all part of the one contract,
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it wasn’t a significant change to our work
plan. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): | will ask this
question to Community and Government
Services. (interpretation ends) Paragraph
68 of the Auditor General’s report indicates
that “An evaluation committee reviewed
the proposals, and market shares were
awarded accordingly.” Who sat on the
evaluation committee? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I don’t have the exact breakdown of that
committee, but it certainly included
representation from Health and Social
Services. | don’t know the number of staff
who sat on it. It included procurement from
CGS and I think it might have included no
one else. That’s it. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you. |
have another question for the officials.
(interpretation ends) What were the market
share awards to each successful proponent?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: I’m sorry, Mr. Chairman. |
didn’t catch the first part of that question
about market share.

Chairman: Ms. Ugyuk was asking what
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the market share award was for each of the
successful proponents. Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I don’t really have that detail with me. The
market share would have been
predetermined as part of the evaluation
criteria within the RFP itself and | just
simply don’t have that detail with me.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. My question is for the
OAG. (interpretation ends) In paragraph 70
of your report, you note that the
government’s most recent contracts for
medical travel on scheduled airlines “were
awarded according to the evaluation
process rules” and that “proposals were
evaluated fairly.” Can you clarify how you
determined that the rules were followed
and what criteria you used to determine
that proposals were evaluated “fairly”?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Salvail.

Ms. Salvail: Thank you, Mr. Chairman.
What we were looking for really was, for
example, whether there were clear
evaluation criteria in the request for
proposals. We looked for whether an
evaluation committee was struck to
evaluate these proposals, and then whether
the bidders were assessed against all of
each of the criteria that were agreed upon
in the RFP, and then whether, after that, the
proponent that had the highest point for the
best value got the contract. If that was
found, we said that the contracts were
awarded fairly. Thank you, Mr. Chairman.
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Chairman: Thank you, Ms. Salvail. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. My question is for the
government officials. (interpretation ends)
Paragraph 69 of the Auditor General’s
report indicates that the government’s 2011
Request for Proposals for Medical Travel
on Scheduled Airlines “was to include
Government employees’ duty-related
travel.” Does the government have separate
and distinct contracts for duty-related travel
and medical travel on scheduled airlines?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
There is a contract for both to the
proponents that responded. The medical
travel is managed and administrated by
Health and Social Services and the medical
travel is administrated primarily by
Finance. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) Why
did the government choose to include duty-
related travel in its RFP for medical travel
and how will it evaluate the success of this
approach? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The discussion around including duty
travel or not was based on getting better
value and creating more opportunities for
the contract itself and market share. The
results of that... . This is the first year that
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we are doing duty-related travel through a
contract of this type, so we are monitoring
the activity on that monthly and getting
reports month by month to determine
whether or not we’re getting the
efficiencies that were envisioned or
whether or not it’s getting the best deal.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. | thank the officials for
responding to my questions. | will now ask
a question to the OAG. (interpretation
ends) In paragraph 70 of your report, you
note that “while the airlines were notified
that they had been successful, the contracts
were signed three months after the airlines
started operating under the new terms of
the contracts. Without a signed contract in
place, there is a risk that the parties will not
be adequately protected in case of contract
disputes.” Did your audit note other
examples of contracts not being signed in a
timely manner? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Yes, | think maybe one or two of them
might have been discussed earlier today,
but if you look at my notes in paragraph
33, 39, and 40, we had talked about some
contracts that had not been signed in a
timely manner. So this was not the only
one. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. My question is to CGS.
(interpretation ends) Paragraph 70 of the
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Auditor General’s report notes that “while
the airlines were notified that they had been
successful, the contracts were signed three
months after the airlines started operating
under the new terms of the contracts.
Without a signed contract in place, there is
a risk that the parties will not be adequately
protected in case of contract disputes.”
Why did it take three months for the
contracts to be signed?

Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I just want to clarify one thing. The airlines
had actually signed on the contract, the GN
had not. The contract for this purpose
belongs to Health and Social Services. It’s
usually the Deputy Minister from that
department or from the program
department that signs and | can’t speak for
that deputy. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. My question is to the
Auditor General’s office. (interpretation
ends) Does your office have any plans to
audit the government’s contract award
process for emergency medical travel using
air ambulance services? Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Ugyuk. Mr.
Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
No, we don’t. Normally, when we do
something like a contracting audit, we try
to get to the systemic issues and that’s why
we draw samples. For example, wherein
competitive, we looked at 35 out of 35 at
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CGS, so we can get to those things that are
systemic if there are systemic weaknesses.
We audited the medical travel one as a
request from the Legislative Assembly and
because we were doing a procurement
audit.

In any case, we often tend to stay away
from auditing specific contracts. Certainly,
Mr. Chairman, if there are questions as we
go on about specifics about a contract, just
to let you know, | would be asking you to
ask the departments to do that because we
don’t audit the companies and we don’t
want to be talking about the companies.
You will see that none of the companies are
listed in our report. We’re auditing and
reach an opinion on how public servants
carried out their responsibilities. Generally
speaking, we stay away from the specific
ones. In the case of the medical travel one,
it fit in with what we were trying to do, in
any case, and we knew it was a big issue
for here.

Just one other throwaway statement is that
we really appreciate the fact that Members
value our work, but audit has its place and
it shouldn’t take the place of management.
So I just wanted to make that comment that
we will look at broader stuff where we can
because we think we can have a bigger
impact by saying that there is a systemic
thing that needs to be fixed as opposed to,
in a specific contract, someone should have
done something in particular.

We don’t have plans at this time, but we’re
continuing to review our plans. We do one
performance audit a year in Nunavut, as
Members know. So having done
contracting and HR, we are looking to do
some of the social programs next coming
up. Thank you.

Chairman: Thank you, Mr. Campbell. Ms.
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Ugyuk.

Ms. Ugyuk (interpretation): | thank him for
his response. | have a question for CGS.
(interpretation ends) The government’s
2011 Request for Proposals for Medical
Travel on Scheduled Airlines indicated that
“Each proposal will be evaluated using the
following criteria: 40% Pricing and Other
Expenses; 35% Customer Services,
Frequency of Flights; 5% Related
Experience of the Company; 5% Aircraft
Operations and Specifications; 15% Inuit
Preference (10% for Employment and 5%
for use of Inuit owned firms).” How were
these evaluation criteria for this request for
proposals determined and who approved
the final wording of the RFP? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The evaluation criteria and the terms of
reference for this particular request for
proposals were determined by Health and
Social Services and that includes the
wording. Certainly, procurement takes a
look at the terms of reference to make sure
that it’s going to be a fair and equitable
review of the marketplace out there, but the
terms of reference for delivering on a
program are the responsibility of the
program department, in this case Health
and Social Services. Thank you.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. This is directed to CGS.
(interpretation ends) Some of Nunavut’s
communities are served by only one
scheduled airline. Section 2.2.3 of the
government’s 2011 Request for Proposals
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for Medical Travel on Scheduled Airlines
indicated that “The Government of
Nunavut wishes to improve scheduled
airline services throughout Nunavut and in
particular, points between Nunavut
communities. The Proponent should clearly
indicate how its proposal would contribute
to improving scheduled airline services
throughout Nunavut.” Has the government
seen any indication that its medical travel
and duty travel contract awards have had a
measurable improvement in this area?
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
As noted earlier on the duty travel part
particularly, the contract is monitored so
that we can determine whether or not we
are seeing improvements and compare it
against previous contact results and
performance. It’s fairly early in the award
of this contract and we haven’t had a
chance to actually see a one-year
performance, but that monitoring is going
on so that we can actually see whether or
not improvements are made. | understand
that generally, there are more flights and
that’s particularly what we wanted to
achieve and certainly better service to
communities in general. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you for
your responses. (interpretation ends) The
government’s most recent annual
procurement report indicates that it spent a
total of $32,532,845 on scheduled medical
travel during the 2010-11 fiscal year.
Under the government’s new contracts, is
this amount projected to increase,
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decrease, or remain stable? Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The amount of medical travel flights is
predicated clearly on the amount of need
out there. It should be noted that, for
various reasons, the need is increasing and
that’s certainly something that is being
monitored not only by GN in general but
certainly by Health and Social Services. |
can’t speak for their program, but that’s
certainly something that we’re monitoring
just to ensure that we’re getting the best
service. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) On
what dates were the government’s current
contracts for medical and duty travel
signed? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: | missed the first part of
that again. I’m sorry.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. (interpretation ends) On
what dates were the government’s current
contracts for medical and duty travel
signed? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I don’t know the exact dates. | know that
there was a lag of about three months or so
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before they were signed. | believe they
were signed some time in the fall, but I do
know that they are signed now. Thank you,
Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. Who signed the contracts
on behalf of the government? Thank you.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
It was the Deputy Minister of Health and
Social Services.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you.
(interpretation ends) Have there been any
amendments to any of the contracts since
they were signed and, if so, what were
they? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
No, they have not.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk (interpretation): Thank you,
Mr. Chairman. This is also for CGS.
(interpretation ends) How is the
government monitoring the airlines’
compliance with the terms and conditions
of their contracts and how is it evaluating
their overall performance? Thank you, Mr.
Chairman.
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Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
The monitoring of the performance of this
contract is, for the most part, Health and
Social Services, so | don’t have the details
on that. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. Ms.
Ugyuk.

Ms. Ugyuk: Who is going to be evaluating
the contracts? Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Ugyuk. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
In terms of process, particularly for other
government departments, CGS
procurement looks after the procurement
phase of a process and our involvement
pretty much ends at the point that the
contract is signed or should have been
signed. The contract then is administrated
by the department whose program this
contract is serving. So the evaluation would
be done by Health and Social Services.
Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. For
clarification, in the RFP, it actually
mentions a three-year period with
additional years. | know you had
mentioned in your replies that it was five
years. Is that a change within the actual
RFP, just for clarification? Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
You are correct. It was three, one, and one.
I was incorrect. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman.
Getting back to one of the questions that
Ms. Ugyuk was asking in terms of 35
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percent of the customer service and
frequency of flights was part of the criteria
for actually awarding contracts. I’m asking
specifically for the three communities
which | represent, where we only have one
airline providing service.

In the way it was explained to me as to
how the service was divided up between
the share and portion, 52 percent of the
medical contract has gone to the airline that
does not actually service my three
communities, yet they have the higher
portion of the share, where the other airline
that actually does service the communities
has the lower portion of the share. I’m just
wondering if you could explain how that
works.

When you were talking about benefits and
more flights and scheduled service, that’s
one of the things we continue to talk about
in the High Acrctic is getting more flights
and more service. How will it be helping
specifically the three communities that |
represent? Thank you. Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
I would like to speak to that, but this is
really Health and Social Services and their
ability to monitor increased flights, so the
question is probably best posed to Health
and Social Services. Thanks.

Chairman: Thank you, Ms. Lausman. In
terms of monitoring and following up on
the contracts... . The way that I look at it is
if 1 bid to do something and I don’t live up
to it, if I’'m an airline and | say that I’'m
going to provide air service and
transportation to communities and | put in a
bid, then if I get the bid, | would think that
I would provide the service. If I’m not
providing the service, does the government
not take that away, saying that you have
reneged or you have gone back on what
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you said within the contribution agreement,
the actual contract? Is that something
Health and Social Services would do or is
that something your department would do?
Ms. Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
You’re correct. If a contract is awarded to a
company based on their proposal and what
they have contracted to do and, throughout
the monitoring or delivery of the contract,
it’s found that they are not living up to the
contract, it can be considered contract
default. That is something that Health and
Social Services needs to be monitoring,
needs to be reporting on. It should
probably, just for your information, be
known that the details of the contract
structure itself are drafted with the
contracting department and Justice. It is for
these very reasons then in the instance that
there may be contract defaults or other
issues that there’s an opportunity for
Justice to weigh in on this and determine
with the contracting department how to
resolve these issues. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman.
Then I would like to ask a question to the
Office of the Auditor General. In reviewing
the two contracts that were awarded for
scheduled medical travel, when you did the
evaluation in terms of your
recommendations and saying that the
contracts were awarded, were you
specifically going through the
documentation, putting it towards the RFP,
and making sure that they followed the
rules in awarding the contract? Was it
looked at in terms of best value for the
Government of Nunavut overall in the way
that the contract is set up? Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Yes, there’s the former. We look to make
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sure that whatever the government had
decided and wanted, that it set itself out to
do that. Normally we would pay quite a lot
of attention to the method chosen.
Particularly when there’s a non-competitive
one, we pay a lot of attention to that. Since
the system is supposed to support
competitive process, we accepted that as it
was and our basis was solely on the award.

All of these other questions about what
people would do in times of non-
performance would be something that
would fall under the administration of the
contract, which, of course, A, we didn’t
audit and B, the last one had only just been
awarded one when we audited it. Thank
you.

Chairman: Thank you, Mr. Campbell. I’'m
talking specifically. One of the things I find
myself here, as an MLA, is that sometimes
the airlines actually go together and work
together when they’re going through these
contracts to come up with the best deal.
Obviously, when you talk to one airline,
they say, “If you just go with our airline,
we will provide a better service to the
territory,” and they’re crazy for doing it the
way they do and talk to the other airline.
They say the same thing.

One of the things that | was under the
impression with the Government of
Nunavut is that they want to try and
support two airlines, and that’s part of the
reason why the RFP is kind of complicated
and in how they come up with the process
of bidding different ways. What | was
getting at wasn’t actual comments on who
provides better service and whatnot. When
it comes down to the bottom line, we want
to be able to provide the best service for the
best price.

Did your audit look at, by the way we have
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it structured, are we getting the best price
for the way we have the RFP set up? Was it
specifically on, “This is what the RFP says:
things are in the file, everything is good,
and it was awarded properly”? I think
that’s the question | was asking in terms of
how the process went through with your
department. Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
It’s evident from the RFP and from the file
that the government was looking to get
multiple airlines involved. That was quite
clear there, but we wouldn’t challenge that
unless there was something, as | said, that’s
completely bizarre if it had been a sole
source and there were clearly other
competitors. It’s not our job to second-
guess those decisions. Thank you.

Chairman: Thank you, Mr. Campbell. |
have Mr. Enook on my list.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. If you would allow me, |
would like to go back to a question that’s in
between paragraphs 65 and 70.

Chairman: Mr. Enook, we are still dealing
with 65 to 70, the awarding of scheduled
medical travel contracts, so fire away with
the question. Mr. Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | just wanted to go back to
paragraph 70. One of the questions was
why it took three months to have the
contract signed after it had already been
initiated. Maybe | misunderstood, but |
would like further clarification on that.
Why is it that it took three months for the
government to sign the contract after it was
well underway? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Ms.
Lausman.
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Ms. Lausman: Thank you, Mr. Chairman.
Two things need to happen in the signing
with contracts: one, the proponents need to
sign it, and the second, the government
needs to sign it. In this case, the proponents
had signed it and it remained for the
government to sign it. In this case, the
signatory for this contract is Health and
Social Services and the Deputy Minister of
Health and Social Services. | can’t speak to
the time lag in that office. Thank you, Mr.
Chairman.

Chairman: Thank you, Ms. Lausman. Mr.
Enook.

Mr. Enook (interpretation): Thank you. It
might be like that within the government,
but was there no concern about it? When
there is only one signatory to a contract and
a disagreement arises, | am very disturbed
by it as a regular citizen and as an MLA.
All day, we were saying that there are
different interpretations by various
individuals. Would you agree that there
should be no such incidents happening
again? Thank you, Mr. Chairman.

Chairman: Thank you, Mr. Enook. Ms.
Lausman.

Ms. Lausman: Thank you, Mr. Chairman.
| agree that contracts need to be signed in a
very timely fashion. It’s certainly important
to the administration of these contracts,
absolutely. Thank you, Mr. Chairman.

Chairman: Thank you, Ms. Lausman. So
awarding of scheduled medical travel
contracts, paragraphs 65 to 70. Next on my
list I have Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
For the information of the Members, |
think we need to be clear that with the last
contract of the airlines, scheduled medical
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contracts, | think it’s important to note that
this would have been the last year of the
extended allowable one-year extension for
the last one that we’re talking about that the
Auditor General’s office looked at. I think
it’s really quite important that you
understand what happened here. They did
expire. This was the last year of the option
to continue the service. The extended
requirements for one-year provisions had
expired in April of last year, end of March.

The government was hoping, I think, 1
believe your department was
recommending that it be recommended for
an additional six months or extended for an
additional year if all the parties agreed to
have the option to renew when it expired
with two one-year extensions. In order to
exercise an extra one year, all the parties
had had to agree, the contractors, airlines,
with either a six-month extension or one
more year, but the government defaulted
for the notice required.

The government is required, on these
contracts, to provide notice once the option
to renew had been exhausted. The only way
that it can be extended further is if the two
airlines cooperated, agreed to the

extension, provided the six months notice
is exercised by the government. That is in
the contract.

In that case, the six months required prior
to the end of March last year had shrunk to
four months. So that was part of the delay
in the signing of the new contract. As a
result, the airline did agree, though, to a
four-month extension so that the proper
notice for the actual tender or RFP can be
exercised. That’s what happened.

I think you provided a complimentary audit
of that past scheduled medical contract and
you had indicated to me even privately that
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there was nothing wrong with the
administering of the contract provisions as
a requirement for the RFPs and all that.
There were no major issues other than the
three-month delay in signing it. There was
also a reason for why it wasn’t signed.
There was a court case that had been
instituted by one of the Kivallirmiut. A
new group of companies that was in
question, | believe, implicated a number of
signings, putting signatures on the contract,
even though in Kivallig, the court case
involved ambulance service, air ambulance,
and emergency contracts. So it was a
factor.

The question | have for you is the service
requirements are normally provided by ten
departments and presented to CG&S to be
put on the templates, assuming that the
service providers are licensed or able to
provide a service, but your department or
your office did not look at whether or not
appropriate services and licensed services
are asked to submit bids. Is that a normal
practice or is it fairly common? Thank you.

Chairman: Thank you, Mr. Curley. Mr.
Campbell.

Mr. Campbell: Mr. Chairman, when we

audit how public servants implement the

rules, we audit them against the rules that
are in play at the time.

In the case of these contracts, we concluded
that they meet the stated mandatory
requirements. The criteria were clear to all
the parties. The evaluation committee
reviewed all the proposals. They reviewed
them against the same criteria. When they
made the decisions, it was in line with the
analysis that they had done. Whether or not
the Department of Health and Social
Services should have had other criteria in
there is not a question for the audit office.
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As | say, the bureaucrats who were tasked
with implementing the rules have to
implement the rules that are in place. We
have talked quite a bit in the last couple of
days about us, as auditors, not being happy
and I think many Members not being happy
with when people don’t follow the rules. In
this case, we did audit against the mandate
requirements and they were met. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell.
Again, just a reminder to all Members, just
so there’s no confusion, this is for the
scheduled medical travel contract, not the
emergency medical contract. Sometimes
we get them confused. Mr. Curley.

Mr. Curley: Thank you. | appreciate that. |
understand that. I think that what you call
the contract framework and policies are
quite clear, that vendors or service
providers be qualified. I think that’s the
basic genesis of tendering a contract by the
government that they ask proponents that
are licensed, that are able to carry out the
work. | think it shouldn’t be overlooked
even by the auditors.

If you’re asking for major construction
contracts, you ask the builders who will be
experts in doing that, not just the owners of
the company. In this case, that’s exactly
what happened with the scheduled medical
contract. It has been the practice that you
don’t have to have a licence or safety
records or be regulated through the air
transportation agency to oversee the
passenger medical contracts.

It simply could be the pension fund, that
[those who] own the airlines can submit a
bid, and my contention is | don’t believe
that should be allowed. It should be those
qualified airlines that should have an
opportunity to bid, provided they have the
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licence from the appropriate federal air
regulators. My question to the Office of
Auditor General again is: that’s not
necessary, is it? Thank you.

Chairman: Thank you, Mr. Curley. Like
you said, | think that’s your opinion, but
my understanding of the process is it’s the
Government of Nunavut, through Health
and Social Services and through CGS, that
makes the determination of what’s in the
contract and the RFP. | think Mr. Campbell
made it clear that they audit what the
government sets up. So if the government
sets up the requirements, the auditors only
follow it. So I will humour you with this
question because I think I know what the
answer will be. Mr. Campbell.

Mr. Campbell: Thank you, Mr. Chairman.
Exactly as you said, | would only take issue
with one phrase and that was “overlooked.”
We certainly didn’t overlook anything in
the conduct of our work, which was
conducted completely professionally by
fully qualified staff. There was no
requirement as such as suggested. If it’s a
question of wanting the bidders only to be
those who actually are airlines that possess
licences, then the Government of Nunavut
could certainly have put that in their RFP
and they would have implemented and we
would have audited it accordingly. Thank
you, Mr. Chairman.

Chairman: Thank you, Mr. Campbell. Mr.
Curley, this is definitely an important issue
and one that you have continued to bring
up. | think one of the other avenues we do
have as a Committee and as Regular
Members is we actually put an RFP like
this into Committee of the Whole and
discuss it and call up the Deputy Minister
to answer specific questions as well. It
might be another avenue if this is definitely
something to deal with. I don’t think we
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would deal with it today, but it’s something
we can deal with later. Mr. Curley.

Mr. Curley: Thank you, Mr. Chairman.
Throughout the prepared questions and
statements, it was alluded to what
protection does the government have for
bid rigging. We haven’t asked that
question, but that can happen, that the rules
or service requirements or requirements are
not specified clearly that form part of the
terms of reference for the RFPs. That’s my
position. You simply don’t ask for major,
multi-million dollars worth of contracts,
$40 million almost a year, and invite non-
licensed companies to bid that are not
regulated for safety reasons.

| believe the Canadian Air Transportation
Agency and Transport Canada are
responsible primarily for one reason: that
the airlines abide by the safety
requirements of the airline industry. Really,
that isn’t what’s happening with our
contract as far as scheduled medical
contracts are concerned. That’s my point,
and | believe it’s subject to risk of bid
rigging, in my case, from my point of view.
Thank you.

Chairman: Thank you, Mr. Curley. Any
other questions on the awarding of
scheduled medical travel contracts,
paragraphs 65 to 70? We’re at 4:30. What’s
the wish of the Committee? Do you want to
continue until 5:00 or do you want to start
fresh with the NNI Policy portion of the
Auditor General’s report tomorrow?
What’s the wish of the Committee?
Everyone’s ready to adjourn? Mr. Enook.

Mr. Enook (interpretation): Thank you,
Mr. Chairman. | wonder what the rest feel,
but I’'m ready to finish for the day and start
again tomorrow.
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Chairman: So everyone, we will meet Ab/<R/PCSe (ONMNJ): CAL 9:00-Jebe
tomorrow at nine o’clock, moving on to the | bNeboSo<IGC Cbd< @ o b®I 0 AbINC
NNI Policy, section 71 to 77. Agreed? DSb>I/no<GENd 71-M 77-1¢ QNPeAC?
Some Members: Agreed. AP bNLAS: Qv Pse>JC,

Chairman: I’ll see everyone tomorrow AbYR/PCSe (ONANYC): Cdc_edJc <Isbd.
morning.

>>Committee adjourned at 16:32 PbNLAGE S 0%™b%I¢ 16:32-
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