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Background

The mandate of the Policy and Consumer Protec-
tion Services Division (Division) of the Ministry
of Consumer and Business Services is to over-
see business and other practices in the Ontario
marketplace. The Marketplace Standards and Ser-
vices Branch, which accounts for approximately
two-thirds of the Division’s expenditures, adminis-
ters various statutes relating to consumer protec-
tion and business licensing. Its activities include the
registering and licensing of a number of industries,
processing consumer complaints, inspecting busi-
nesses for compliance with consumer protection
acts, and investigating alleged infractions.

Since 1997, the Ministry has also delegated
the administration of several consumer and pub-
lic safety statutes in such sectors as amusement
devices, boilers, elevators, fuels, electricity, and
new-home warranties to eight delegated author-
ities. The delegated authorities are not-for-profit
corporations that carry out the day-to-day functions
of ensuring public safety and consumer protection
by regulating and monitoring business practices in
their industry. Nevertheless, the Ministry retains
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overall responsibility for the outcomes of the dele-
gated authorities’ activities in protecting the con-
sumers and the public. The Division’s Sector Liaison
Branch is responsible for overseeing the eight dele-
gated authorities.

In the 2004/05 fiscal year, the Division had
approximately 94 staff (100 staff in 2002/03) and
operating expenditures of approximately $9 million
(approximately $10 million in 2002/03).

In 2003, we found that the Marketplace Stan-
dards and Services Branch (Branch) did not deploy
its inspection resources based either on an assess-
ment of risk or on the number of complaints it
received. For example, while the practices of debt
collectors had been the number one source of com-
plaints and inquiries received by the Branch, with a
total of approximately 4,000 received in 2001/02,
the Branch conducted fewer than 10 inspections
of collection agencies. In contrast, although the
Branch received only eight complaints about the-
atres and video retailers, the Branch devoted 95%
of its inspection resources and conducted 1,600
inspections to check whether video retail stores
were operating with a valid licence and were sell-
ing adult videos only with proper stickers indicating
their ratings.
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We also concluded that the Ministry had not
been effectively monitoring cemeteries’ trust
accounts to ensure that deposits from sales of plots
were sufficient to support the cost of caring for and
maintaining the cemeteries. In addition, the out-
comes of its regulatory activities were not being
adequately captured by the Ministry’s Management
Information System.

With respect to the delegated authorities, we
noted that:

The Ministry had not ensured that data on the

outcome of delegated authorities’ activities, as

reported by the authorities—such as the number
of safety-related incidents and the number of
serious injuries—were reliable.

The Ministry had not assessed the sufficiency

and appropriateness of the enforcement activ-

ities undertaken by the delegated authorities in
response to identified violations.

The Ministry was unable to obtain adequate

information about the outcomes and activities

of the Ontario New Home Warranty Program

(now called the Tarion Warranty Corporation)

to assess whether new homeowners were being

properly protected.

We made a number of recommendations for
improvement and received commitments from the
Ministry that it would take action to address our

concerns.

According to information received from the Ministry
of Consumer and Business Services, some progress
has been made on implementing the recommenda-
tions in our 2003 Annual Report. The current status
of action taken on each of our recommendations is
as follows.

Recommendation
To adequately protect the public, the Ministry should
allocate its inspection resources for monitoring vari-
ous industries based on a systematic assessment of
risk as well as on the number of complaints it receives
about these industries.

As well, the Ministry should ensure that unscrupu-
lous practitioners are removed from the marketplace
on a timely basis to protect consumers and the public
from potential losses and abuse.

Current Status
The Ministry had not yet performed an updated
risk analysis, nor had it allocated its inspection
resources based on the number of complaints it
received. Nevertheless, as a temporary measure,
the Ministry had followed a consultant’s recom-
mendation to arbitrarily allocate its proactive
inspection resources equally among the debt recov-
ery, cemetery, and theatres sections.

From January 2004 to March 2005, the Ministry
employed the services of an investigator to review
complaints against collection agencies in order to
identify unscrupulous practitioners that should be
considered for removal from the marketplace. The
Ministry indicated that, as a result of this review,
more timely administrative actions were taken to
warn unscrupulous practitioners and revoke their
licences. It took, on average, only several months—
instead of the two or more years it was taking at
the time of our audit—to revoke the licence of an
unscrupulous practitioner. The Ministry advised us
that starting August 2005, when its contract with
the investigator was to expire, its Compliance and
Consumer Services Bureau Section and its Investi-
gations Office would assume the responsibilities for
investigating outstanding charges and taking pro-
posed actions against collection agencies.



Recommendation
To comply with legislative requirements relating to
cemeteries in Ontario and to make sure that suffi-

cient funds are available for the proper care and main-

tenance of cemeteries, the Ministry should ensure
that:
cemetery registration records are complete and
annual returns are filed by all cemetery owners
within the required time frame; and
ministry staff verify, on a timely basis, the balance
of trust accounts established to care for and main-
tain cemeterties.

Current status
Cemeteries are required to submit their annual
reports on care and maintenance within three
months after the end of their fiscal year and to sub-
mit audited statements if their trust fund accounts
exceeded $500,000 within six months after the fis-
cal year end. As of May 2005, most cemeteries had
submitted the required annual report for 2003, but
almost 570 cemeteries, or 21%, had not, and these
were being followed up on.

Of 119 cemeteries with trust fund accounts
exceeding $500,000, 64, or 54%, had not submit-
ted their audited statements for 2003 as required.
The Ministry indicated that notifications or inspec-
tions orders had been issued to the owners of these
cemeteries.

According to the Ministry, staff were utilizing
the Ministry’s tracking system to help verify trust
account balances by matching and reconciling
annual returns submitted by cemetery owners and
those received from external trustees. The Ministry
also informed us that its tracking system had been
modified to reflect the status of trust account bal-
ances, and it was being used to generate a report on
outstanding annual returns.

Recommendation

To enhance management’s ability to properly measure

and report on its effectiveness in protecting consumers

and public safety, the Ministry should:
use its management information system to cap-
ture and analyze the outcomes of its activities and
thereby be in a position to improve and report on
its effectiveness; and
conduct proper consumer satisfaction surveys of
both telephone and written complaints.

Current Status
The Ministry advised us of two enhancements that
had been made in recording inspection outcomes.
First, a results field was added to the tracking sys-
tem to capture action taken after inspection visits
focusing on the non-regulatory/licensing statutes.
Second, a follow-up field was added to the tracking
system to monitor post-inspection action taken by
the Division.

The Ministry had engaged a third party to con-
duct surveys of consumers calling the Ministry’s
Consumer Services Bureau. According to the Min-
istry, the surveys indicated that 97% of callers were
satisfied with the services they received.

Recommendation

To better protect public safety the Ministry should

improve its monitoring of delegated administrative

authorities (delegated authorities) by:
ensuring the reliability of the outcomes that are
reported by the delegated authorities; and
monitoring the activities of the delegated author-
ities to ensure that inspections, investigations,
enforcement measures, and other appropri-
ate actions are taken on a timely basis and are




sufficient to ensure the achievement of established
safety outcomes.

Current Status
To ensure the reliability of outcomes reported, the
Technical Standards and Safety Authority (TSSA)
and the Electrical Safety Authority (ESA) engaged
a third party to validate their safety data. The TSSA
entered into a contract with its external auditor in
January 2005 to provide validation of data included
in the TSSA’s State of Public Safety Report 2004,
which was to be published in August 2005. The ESA
entered into a contract with a consultant in Janu-
ary 2004 to provide validation of data included in
its already published Electrical Safety in Ontario—
2003 Report (2003 Annual Safety Report) (the ESA’s
2004 Annual Safety Report was to be published in
September 2005).

The Ministry indicated that, since our audit,

it had implemented new ways of monitoring the
activities of delegated authorities. These included
enhanced performance reports for delegated
authorities and a complaint-tracking system. The
Ministry indicated that it has committed to review-
ing the reports and providing analysis and feedback
to the authorities.

Recommendation
To help reduce electrical incidents involving serious
injuries and the deaths of electricians, the Ministry
and the Electrical Safety Authority should work with
other stakeholders to develop consistent safety stan-
dards for the training and initial and ongoing licens-
ing of electricians working in Ontario.

Current Status
Bill 70 amended Part VIII of the Electricity Act, 1998
to establish a statutory framework for province-
wide licensing of electrical contractors, master
electricians, and electricians in the compulsory
electrical trades to be administered by the Electrical

Safety Authority. The Bill received royal assent in
November 2004. At the time of our follow-up, regu-
lations were under development and targeted to be
completed in summer 2005.

Recommendation
To protect consumer interests with respect to the regu-
lation of the motor vehicle industry in a more cost-
effective manner, the Ministry should work with the
Ontario Motor Vehicle Industry Council on ways to
improve the effectiveness of consumer protection with
respect to motor vehicle repairs.

Current Status
Prior to our follow-up, through an initiative called
the Strategic Partnership on Auto Repair, the Min-
istry’s Marketplace Standards and Services Branch
had discussed the potential for co-ordinated inspec-
tion activity with the two ministries—Environment
and Labour—involved in inspecting vehicle repair
shops for their own purposes (for example, for com-
pliance with the Clean Air program, workplace
safety, and mechanic certification). The objectives
of the proposed partnership were to share and con-
serve resources, reduce the regulatory burden on
business, and focus on chronic violators. At the time
of our follow-up, the Ministry indicated that it and
the other ministries were in the process of address-
ing issues of information sharing. It was also con-
sulting with the Ontario Motor Vehicle Industry
Council on how to improve the effectiveness of
motor vehicle repairs.

Recommendation
The Ministry should take action to ensure that bet-
ter accountability mechanisms are in place to protect
consumers buying new homes in Ontario.



Current Status
Subsequent to our 2003 audit, the name of the
Ontario New Home Warranty Program changed to
Tarion Warranty Corporation. In 2003, an account-
ability letter was signed between Tarion and the
Ministry that establishes formal reporting require-
ments and outlines the roles and responsibilities
of each party. In addition, the Ministry indicated
that, through its negotiation efforts, Tarion bylaws
were changed to allow four government appoint-
ees to serve on Tarion’s board. As of March 2005,
four ministerial appointees were on the 17-member
board.

Recommendation
To better protect consumers and the public, the Min-
istry should strengthen its governance and account-
ability arrangements with delegated administrative
authorities (delegated authorities) by:
establishing administrative agreements with the
delegated authorities on a timely basis;
having an adequate number of government, con-
sumer, and public representatives on the boards of
directors of the delegated authorities to achieve a
fair balance of representation;
ensuring that sufficient levels of resources are
devoted to monitoring the performance of the dele-
gated authorities; and
ensuring that reporting and other performance
requirements are complied with on a timely basis.

Current Status

At the time of our follow-up, the Ministry had

updated its administrative agreements with six of

the eight delegated authorities with which it had

already negotiated such agreements eight years

ago. As for the remaining two delegated authorities:
A letter of accountability pertaining to the
Ontario New Home Warranty Program—now
“Tarion”—had been signed by the Ministry that

establishes formal reporting requirements and

outlines the roles and responsibilities of each

party.

The Funeral, Burial and Cremation Services Act,

2002, which pertains to the Board of Funeral

Services, received royal assent on December 13,

2002. However, the regulations under the Act,

which are necessary to bring the Act into force,

had not yet been finalized at the time of our
follow-up. The Ministry indicated that it would
work with the Board to establish an administra-
tive agreement once the regulations are in place.

The Minister has legislated authority to appoint
up to 50% of the members on the boards of direc-
tors of delegated authorities. In the past year, the
Ministry adjusted the composition of the boards of
both the Technical Standards and Safety Author-
ity and Tarion to increase the number of minister-
ial appointees. As of March 2005, the percentage
of ministerial appointees on the boards of the eight
delegated authorities ranged from 22% to 38%. In
addition, the Ministry was tracking the ministerial
appointee process and the attendance of ministerial
appointees at board meetings.

The Ministry’s Sector Liaison Branch has been
given the responsibility for monitoring the per-
formance of delegated authorities. The Ministry
informed us that it had reviewed the Branch’s
resources for this task and had hired additional
staff. Also, in response to Internal Audit recommen-
dations, the Ministry’s Compliance and Consumer
Services Bureau had assumed the responsibility of
handling consumer inquiries and complaints relat-
ing to the delegated authorities. This change has
enabled Sector Liason Branch staff to devote more
resources to monitoring the performance of the
delegated authorities. Consumers are referred to
the Sector Liaison Branch only if dealing with the
inquiry or complaint requires special technical and/
or governance and accountability expertise.

The Ministry had developed a ministry-wide
annual report tracking system to monitor the report
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tabling process from the time the draft report is
received until the reports are tabled in the Legisla-
ture. The Ministry had also improved its tracking
of delegated authorities’ performance statistics to
ensure timely quarterly reporting.
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