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PURPOSE: 

To provide to the Building Investment, Finance and Audit Committee (“the Committee”) the 
Internal Audit Report Procurement Compliance Review. 

RECOMMENDATIONS: 

It is recommended that the Committee receive the Internal Audit Report Procurement 
Compliance Review for information. 

REASONS FOR RECOMMENDATIONS: 

Introduction 

As is well known, in 2010 the Auditor General of Toronto (AG) conducted a review of 
Toronto Community Housing Corporation’s (TCHC) procurement policies, processes, and 
practices. In the AG’s December 7, 2010 report, Toronto Community Housing Corporation 
Procurement Policies and Procedures are Not Being Followed (the Report), the AG 
identified several instances of non-compliance with the TCHC procurement policies and 
procedures, including but not limited to: 

 The open tendering process was not always being used; 
 Single tendering was common and, in some cases, inappropriately used; 
 Purchase orders were routinely split in order to avoid the requirement of seeking 

proper authorizations; 
 A lack of documentation in support of contract awards and decisions to single 

tender; and 
 Controls over purchases less than $10,000 were inadequate. 
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Arising from this review 30 recommendations were made. Two of those Recommendations 
pertained to (i) implementing a program of procurement reviews and (ii) ensuring all future 
TCHC tenders comply with TCHC’s open tender policy. 

In 2011 the AG also reviewed the procurement processes of then-TCHC subsidiary 
Housing Services Inc.  The results of that review were similar to the findings in the AG’s 
earlier report, though not as severe as found in that report.  Arising from the 2011 report 
was a recommendation related to appropriate monitoring and enforcement of procurement 
procedures and controls. 

These three Recommendations were the impetus of this engagement. 

This is the first substantive internal audit of the TCHC procurement process since that 
time.  

Findings 

New Procurement Process 

Subsequent to the release of the AG’s two reports, TCHC undertook a complete overhaul 
of its procurement process – an 18 month project. A revised Procurement Policy was 
drafted, and new Procurement Procedures and Procurement protocols were developed. 

The ‘new’ procurement process: 

 Substantially increased the controls within the procurement process; 

 Created processes to be followed to ensure procurement projects were properly 
completed, and within the requirements set out in the revised policy, procedures, 
and protocols; 

 Includes the use of standard form contracts; 

 Has increased the efficiency of the procurement process; 

 Includes quarterly reporting to the TCHC Board of Directors on various procurement 
metrics; and  

 In 2014, saved TCHC approximately $22.3 million in potential spend (i.e. cost 
avoidance). 

Results of Award Testing 

During this engagement we tested: 

 The use of the Vendor Award Committee process; 

 File documentation; 

 The creation and use of Vendor Rosters; 

 Monitoring of the status of procurement projects; 

 Every type and size of procurements made (e.g. under $7,500, between $7,500 and 
$50,000, between $50,000 and $100,000, over $100,000, with and without the use 
of a vendor Roster, open tenders, direct award contracts, monitoring of Roster 
vendor selection, etc.); and 

 Change orders. 
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In all cases, no significant exceptions were found. 

Recommendations 

We did come across some minor areas that do require a further review by management. In 
summary, these are related to: 

 The creation of a change order protocol; 

 The creation of a protocol with respect to the use of electronic signatures in the 
procurement process; and 

 The retention in procurement files of business cases for applicable non-capital 
purchases.  

General Comment 

As noted, the TCHC procurement process was turned upside down and sideways and 
essentially recreated subsequent to the AG’s two reports.  The fact that no significant 
exceptions were found during our review of the TCHC procurement process is remarkable, 
and a testament to the hard work of TCHC Procurement management and staff in making 
the TCHC procurement process ‘right’. 

 

IMPLICATIONS AND RISKS: 

A sound and compliant procurement process significantly reduces the risk that 
inappropriate and unauthorized procurement transactions are made by the enterprise.  It 
also illustrates to TCHC’s shareholder and the public at large the improved stewardship of 
management with respect to TCHC’s operations.  

  
 
“Michael Vear” 
 
Michael Vear, CPA, CA, CPA (Illinois) 
Chief Internal Auditor  
 
Attachments: 1: Internal Audit Report: Procurement Compliance Review, March 4, 

2015 
 2: Appendix A: Management’s Response – March 17, 2015 

 
Staff 
Contacts: 

Michael Vear ................................................................... 416-981-4065
Chief Internal Auditor Michael.Vear@torontohousing.ca

  
David Fanone .................................................................. 416-981-4219
Internal Audit Analyst David.Fanone@torontohousing.ca

  
Barb Kapeluch ................................................................. 416-981-4209
Business Analyst ........................... Barb.Kapeluch@torontohousing.ca
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Rec. 
No.

Recommendation
Agree

(X)
Disagree

(X)
Management Comments Action Plan / Time Frame

1 A TCHC protocol on change orders be developed.  
Such protocol should address, but not be limited to, 
such items as:

a) The change order process(s);
b) Roles and responsibilities in the change order 
process;
c) Relevant forms that should be used and how 
they should be used;
d) Lump-sum vs. per unit pricing; 
e) Thresholds for what change order 
process/document should be used; and 
f) Authorization requirements for change orders.  

Subsequent to its development, appropriate training 
documents be developed and presented to the 
appropriate staff.

X Agreed.  Similar to other 
procurement processes, the 
change order process is initiated 
by the department seeking the 
change. Procurement is tasked 
with administering the change 
order request received. The 
development of a change order 
protocol will require inputs from 
several TCHC departments 
(Procurement, Facilities 
Management, Asset 
Management, Finance, 
Information Technology, and 
Legal Services).

Development and approval of a change 
order protocol. Q315

Roll out of appropriate training. Q415

2 Consideration be given to developing a program of 
change order analysis, with a view to (i) decreasing 
the number of change orders in future and (ii) 
identifying unusual patterns of change orders.

X Agreed. A review was run at year 
end 2013 to test change order 
patterns, and no issues were 
discerned at the time. 

A program of change order analysis will be 
developed. Q315
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Rec. 
No.

Recommendation
Agree

(X)
Disagree

(X)
Management Comments Action Plan / Time Frame
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3 A protocol and/or policy with respect to the use of 
electronic signatures in the procurement process be 
developed, approved, and distributed to TCHC 
staff.

Consideration be given to reviewing the applicability 
and usefulness of electronic signatures in other 
TCHC operations.

X A draft protocol with respect to the 
use of electronic signatures in the 
procurement process is currently 
being reviewed by the Executive 
Leadership Team.

Final protocol will be issued Q215.

Consideration will be given to reviewing the 
applicability and usefulness of electronic 
signatures in other TCHC operations. 
Q415

4 When a business case is required to commence a 
non-capital procurement project, a copy of the 
business case should be sent to the Procurement 
Department and retained in the particular project’s 
procurement file, as supporting documentation for 
the procurement being made.

X The inclusion of business case documents 
in non-capital procurement files will be 
strictly enforced. Q215
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