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SaskPower—Procurement

1.0 MAIN POINTS

By February 28, 2014, Saskatchewan Power Corporation (SaskPower) had made some
progress in implementing the remaining two recommendations from our 2007 audit of its
processes to buy goods and services valued at under $100,000.

SaskPower must ensure staff follow its purchasing policies and procedures, as well as
collect and document supplier performance information in a coordinated and accessible
format.

2.0 INTRODUCTION

SaskPower is the principal supplier of electricity in Saskatchewan, operating under the
mandate and authority of The Power Corporation Act. SaskPower’s mission is to deliver
power in a safe, reliable, and sustainable manner.

Effective acquisition of goods and services is crucial to SaskPower. As set out in its
purchasing objective, it expects to procure goods and services that provide best value
for SaskPower by being innovative, efficient and flexible, and to conduct all procurement
functions and activities in such a manner that community, public and supplier
relationships are maintained while applying professional business standards."

In 2013, SaskPower bought approximately $307 million of goods and services
(excluding fuel and purchased power, salaries and benefits, and employee long-term
benefits) and spent $1.32 billion on capital expenditures.? SaskPower makes a large
number of low dollar value purchases (i.e., below $100,000) each year.

In 2007, we assessed SaskPower’s processes to buy goods and services valued at
under $100,000. Our 2007 Report — Volume 3, Chapter 23 concluded that SaskPower
did not have effective processes at July 31, 2007; we made four recommendations.

This is our third follow-up to assess SaskPower’s progress in addressing our
recommendations. Our first follow-up, reported in our 2070 Report — Volume 1, Chapter
16, found that SaskPower had met two of the four recommendations. Our second
follow-up, reported in our 2077 Report — Volume 2, Chapter 22, found that SaskPower
still had work to do to meet the remaining two recommendations.

To conduct this review, we followed the standards for assurance engagements
published in the CPA Canada Handbook - Assurance. To evaluate SaskPower’s
progress towards meeting our recommendations, we used the relevant criteria from the
original audit. SaskPower agreed with the criteria in the original audit.

" www.saskpower.com/about-us/procurement/ (03 April 2014).
2 SaskPower, SaskPower 2013 Annual Report.
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3.0 STATUS OF RECOMMENDATIONS

This section sets out each recommendation, SaskPower’s actions up to February 28,
2014, and the status of the recommendations. We found that while SaskPower has
made some progress, it still has work to do to fully meet our recommendations.

3.1 Need to Obtain Required Approval for Purchases

We recommended that SaskPower consistently follow its established processes
that require its staff to obtain the appropriate approval of the purchase prior to
finalizing the purchase decision. (2007 Report — Volume 3; Crown and Central Agencies
Committee agreement March 12, 2014)

Status - Partially Implemented

Obtaining the appropriate approval prior to finalizing any purchasing decision will help to
ensure that the proper decision is made and available resources are used efficiently and
effectively.

SaskPower continued to have adequate purchasing policies and procedures for
obtaining appropriate approval prior to finalizing the purchasing decision. However, staff
did not always follow these procedures. Our testing of 2013 purchases showed
instances where purchases were approved by staff who did not have authority to do so,
or where purchases were made prior to approvals being given.

3.2 Need to Tracking Problems with Key Suppliers

We recommended SaskPower track problems with key suppliers and make this
information available for purchasing decisions. (2007 Report — Volume 3; Crown and
Central Agencies Committee agreement March 12, 2014)

Status - Partially Implemented

Tracking key suppliers’ performance is important to reduce the risk of re-using
suppliers with known performance issues.

As we found in our 2007 audit, SaskPower did not document supplier performance
information in a coordinated and accessible format.

Since our last follow-up, SaskPower created a Supplier Relationship Management
department. This department was working on establishing a centralized process for
evaluating and monitoring supplier performance. In 2013, this department began a
pilot program to track the performance of several key suppliers. At February 2014,
SaskPower had not implemented a process where its employees who make
purchasing decisions can access supplier performance information. According to
management, SaskPower plans to have such a process implemented by the end of
2014.
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