Chapter 2

Chapter 2 of my Annual Report has traditionally
addressed issues of accountability in government.
This year, the chapter focuses primarily on three
new pieces of legislation that expand the man-
date and work of the Office of the Auditor General
(Office). The chapter also highlights an access-to-
information issue that I believe should be brought
to the attention of the Legislature. Finally, I outline
recent efforts to improve results measurement in
the health-care sector.

The New Auditor General Act

Amendments to the Audit Act were last made in

1978. Principal among the changes in 1978 was

an amendment that provided the Office with the
authority to perform value-for-money audits of
ministries and Crown agencies. It did not, how-
ever, extend this mandate to other bodies, such as
hospitals, universities, colleges, school boards, and
thousands of smaller, separately governed organ-
izations that receive government grants. The Office
has for many years used the term “value for money”
to describe the Auditor’s responsibility to report on
any cases where it was observed that money was
expended without due regard to economy and effi-
ciency, as well as any observations regarding the
adequacy of procedures undertaken by ministries
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and Crown agencies to measure the effectiveness of
their programs.

With regard to organizations that received
grants, the 1978 amendments allowed only for
inspection audits, which restricted the Auditor to
an examination of accounting records to determine

whether grants were used for the intended pur-
poses. While value-for-money-oriented observa-
tions could sometimes arise as a by-product of an
inspection audit, the audits could not be value-for-
money—focused. Based on the Office’s experience in
performing inspection audits of major grant recipi-
ents in the school-board, university, community-
college, and hospital (SUCH) sectors from 1984 to
1991, the Office came to the conclusion that the
legislated scope of such audits was too narrow to
effectively serve as a vehicle for meaningful report-
ing to the Legislature.

On reaching this conclusion in 1989, the Office
embarked on what has turned out to be a 15-year
quest to have our legislation amended to author-
ize the Auditor to perform discretionary value-
for-money audits of organizations that receive
government grants. The major factor contribut-
ing to the Office’s perseverance in seeking an
expanded audit mandate was our firm belief that
ongoing value-for-money audits of grant recipients
and the reporting of the results of those audits to
the Legislature would enhance the ability of legis-
lators to hold grant-recipient organizations more
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accountable for the prudent expenditure of pub-

lic funds. It should be noted that more than 50%

of total government expenditures are transferred

to organizations in the broader public sector. The
2005/06 Expenditure Estimates of the government
indicate that the SUCH sector alone will receive

an estimated $26 billion in operating and capital
grants, representing almost one-third of the gov-
ernment’s total estimated expenditure of $81 billion
for the 2005/06 fiscal year.

Our efforts finally came to fruition in fall 2003,
when I was advised that the Minister of Finance
was willing to table amendments to the Audit Act.
We were given the opportunity to provide our spe-
cific suggestions at that time for consideration by
the Minister. On December 9, 2003, amendments
to the Audit Act through Bill 18, the Audit Statute
Law Amendment Act, were introduced by the Min-
ister of Finance for first reading in the Legislature.
The amendments were passed by a unanimous vote
of all three parties in the Legislative Assembly, and
they became law when they received Royal Assent
on November 30, 2004. The major changes enacted
by this legislation include:

The Auditor General’s value-for-money audit

mandate has been expanded to include the

thousands of organizations in the broader pub-
lic sector that receive government grants. (The
expanded mandate does not apply to grants to
municipalities but it does allow the Auditor to
examine a municipality’s accounting records to
determine whether a municipality spent a grant
for the purposes intended.) The effective date
of the expanded value-for-money mandate was

April 1, 2005, for a reviewable grant received

by the recipient directly or indirectly, on or after

November 30, 2004, when the amendments

received Royal Assent.

The Auditor General now has the power to con-

duct value-for-money audits of Crown-controlled

corporations, such as the new Hydro companies.

The title of the Provincial Auditor has been

changed to Auditor General.

The title of the Audit Act has been changed to

the Auditor General Act.

The term of appointment of the Auditor General

has been set to a fixed, non-renewable term of

10 years, instead of a term ending at age 65.

The provision regarding the expression of an

audit opinion on the financial statements of the

province has been harmonized with professional
assurance standards to require that the Auditor

General render an opinion on whether the state-

ments are fairly presented in accordance with

generally accepted accounting principles.

Now that our scope of audit has been extended
to organizations in the broader public sector that
receive government grants, the Office will be com-
mencing several value-for-money audits of such
bodies in fall 2005. Accordingly, my 2006 Annual
Report to the Legislature will include the results
of the first broader public-sector value-for-money
audits.

One concern I have in utilizing this extension of
our audit scope is the ongoing challenge we face
in attracting and retaining professional staff in
the competitive Toronto job market. The primary
reason for this is our inability to offer competi-
tive salaries to prospective and current audit staff.
Particularly in the last couple of years, the market
value of qualified auditors has increased signifi-
cantly, yet we are constrained by the requirement
in the Auditor General Act that our salary ranges be
comparable to those for similar positions in the gov-
ernment. Unfortunately, there are no comparable
government salary ranges for professional account-
ants and auditors that would reflect current mar-
ket conditions. As a result, we continue to face high
turnover and challenges in recruiting and retaining
top-notch professional staff. As further discussed in
Chapter 6 of this report, we returned over $1 mil-
lion of our approved budget this year due to being
continually understaffed.



As noted in Chapter 2 of my 2004 Annual Report,
the distinction between government and partisan
advertising can sometimes be unclear. To deal with
this issue, the government introduced Bill 25, known
as the Government Advertising Act, on December 11,
2003. It was passed by the Legislative Assembly on
December 9, 2004. All the sections of the Govern-
ment Advertising Act, 2004 (Act) are to come into
force on a day to be named by proclamation of the
Lieutenant Governor. It is anticipated that the Act
will be proclaimed in fall 2005.

The Act makes the Auditor General responsible
for reviewing specific types of advertising and pub-
lic communications by government offices within a
prescribed number of days before they can be pub-
lished, broadcast, displayed, or distributed. The
standards that advertising and printed items must
meet include the following:

The purpose of the item must be to inform the

public of policies or available programs or ser-

vices; inform the public of its rights and respon-
sibilities under the law; encourage or discourage
specific social behaviour in the public interest;
promote Ontario or part of Ontario as a good
place to live, work, invest, study, or visit; and/or
promote an activity or sector of Ontario’s
economy.

The item must not include the name, voice, or

image of a member of the Executive Council or a

member of the Assembly. This standard does not

apply with respect to an item that has a primary
target audience located outside Ontario.

Most of all, the item must not be partisan—that

is, it must not primarily aim to promote the par-

tisan political interests of the governing party.

The Act exempts advertising and printed
material on an urgent matter affecting public health

or safety, public notices required by law, govern-
ment of Ontario tenders, and job advertisements.

The Office of the Auditor General will have a
prescribed number of days to notify the government
office of the results of our review of proposed gov-
ernment advertisements. In cases where the Aud-
itor General has deemed that an item does not meet
the standards, the issuing government office can
submit a revised version of the item to the Auditor
General for a further review. Any item that does
not, in the opinion of the Auditor General, meet the
standards required by the Act cannot be used, and
the Auditor General’s decision is final.

The Auditor General can exercise discretion
in setting up a review mechanism, which may
include the appointment of an Advertising Commis-
sioner. However, instead of appointing an Advertis-
ing Commissioner at this point in time, I chose to
hold an open competition for advisers to assist and
advise on the implementation of the Act and in the
ongoing review of items submitted for review under
the Act. The competition resulted in the engage-
ment of two experts in the field:

Rafe Engle is a Toronto lawyer who specializes

in advertising, marketing, communications,

and entertainment law. He is also the outside

legal counsel for Advertising Standards Can-

ada. Before studying law, Mr. Engle acquired a

comprehensive background in media and com-

munications while working in the advertising

industry.

Jonathan Rose is Associate Professor of Polit-

ical Studies at Queen’s University, where he is a

leading Canadian academic on political adver-

tising and Canadian politics. He has authored a

book on government advertising in Canada and

a number of articles and chapters on the way

in which political parties and governments use

advertising.

The Auditor General will report annually to the
Speaker of the Legislative Assembly on any contra-
ventions of the Act and on expenditures—both for




government advertising generally and for the spe-
cific advertising items reviewable under the Act.

As my Office begins preparing to administer its
new responsibility of reviewing proposed govern-
ment advertising and printed matter, I would like to
express my appreciation to the staff at Advertising
Standards Canada, who have provided assistance
and advice to my Office.

The Fiscal Transparency and Accountability Act,
2004 (Act), which repealed and replaced the Bal-
anced Budget Act, 1999, received Royal Assent on
December 16, 2004. The Act requires the Executive
Council to plan for a balanced budget each fiscal year
unless it determines that it would be consistent with
prudent fiscal policy to have a deficit in a given fis-
cal year as a result of extraordinary circumstances.

The Act also includes a requirement that the
Minister of Finance publicly release:

a multi-year fiscal plan in each year’s Budget

papers;

a mid-year review of the fiscal plan;

periodic updated information about Ontario’s

revenues and expenses for the current year;

Ontario’s economic accounts each quarter; and

a long-range assessment of Ontario’s fiscal

environment within two years after each provin-

cial election.

The Act also requires that, prior to an elec-
tion, the Ministry of Finance publicly release a
pre-election report about Ontario’s finances. The
Auditor General is required to review this pre-
election report to determine whether it is reason-
able and to release a statement describing the
results of the review.

The deadline for the release of a pre-election
report is to be established by regulation. We are
working with the Ministry of Finance to ensure that
the prescribed deadline will provide my Office with
sufficient lead time to complete the required review
of the report before the date of the next provincial
general election.

The government has also taken steps under its
democratic renewal initiatives to fix the dates for
future general elections. In this regard, the govern-
ment introduced Bill 214 for first reading on June 9,
2005. If passed, Bill 214 would, among other things,
amend the Election Act so that provincial general
elections would occur at four-year intervals on the
first Thursday in October, starting October 4, 2007,
unless the dissolution of the Legislature requires an
earlier general election.

Section 10 of the Auditor General Act states that
the Auditor General is entitled to free access to all
information and records belonging to or in use by
a ministry, government agency, or grant recipient
that the Auditor believes necessary to perform his
or her duties under the Act. Clause 12(2)(a) of the
Auditor General Act states that the Auditor General
shall report whether, in carrying out the work of
the Office, all the required information and explan-
ations were received.

In this regard, I regret to inform the Legislature
that during our value-for-money audit of the Min-
istry of Health and Long-Term Care’s Health Labora-
tory Services (see Chapter 3, Section 3.08), we did



not have access to all the information we needed
to fulfill our audit objective—namely, to assess
whether the Ministry had adequate processes in
place to ensure that medical laboratories were com-
plying with applicable legislation and established
policies and procedures. This limitation on the
scope of our audit was imposed by the Quality of
Care Information Protection Act, 2004 (Act), which
came into force November 1, 2004, and prohibits
the disclosure of certain information. Specifically,
except for certain purposes that do not include an
audit by the Auditor General, the Act prohibits the
disclosure of information collected by, or prepared
for, a designated quality-of-care committee.

The issue arose on this particular audit because
the Ministry contracts with the Ontario Medical
Association (OMA) to assess the quality and accur-
acy of private-sector and hospital laboratory ser-
vices, and in this capacity, the OMA is designated as
a quality-of-care committee. My Office was there-
fore denied access to the work done by the OMA
that was required for our audit and that we have
always received in the past. While I recognize that
the legislation is designed to encourage health pro-
fessionals to share information more freely in a
secure environment, I have concerns with respect to
how it may limit our ability to do our work.

My concerns about this issue were first raised
with the Ministry shortly after the legislation was
introduced for first reading in the Legislature in
December 2003. My Office explained the problems
we anticipated and proposed a solution, both in a
January 15, 2004 letter to the Ministry and, again,
in a presentation to the Standing Committee on
General Government on January 28, 2004. In addi-
tion, we met with ministry staff and corresponded
with the Ministry, including the Minister, several
times in an effort to seek a remedy to the conflict,
all to no avail. More recently, we also met with the
main stakeholder groups (representatives of the
Ministry, the Ontario Medical Association, and the
Ontario Hospital Association) to discuss our con-

cerns with respect to our lack of access to informa-
tion needed to fulfill our legislative mandate.

My Office proposed a solution under which we
would continue to have access to information that
was available to us prior to the coming into force of
the Act, except for specific references to personal
information, and the deliberations and minutes of
a quality-of-care committee. This would respect
the principle of creating a confidential environ-
ment for the exchange of ideas while still allowing
my staff to access the information submitted to a
quality-of-care committee, as well as the commit-
tee’s decisions and recommendations. In my view,
such access is necessary, for example, to allow my
staff to review quality-of-care information provided
for decision-making and to determine whether key
recommendations made by such committees have
been acted upon. This approach would be consist-
ent with our access to Cabinet documents, where
my staff do not have access to cabinet deliberations
but do have full access to documents submitted to
Cabinet and the final Cabinet minutes of decisions.

I have also emphasized how the confidential-
ity of any information provided to my Office is
ensured by several legislated protections, including
confidentiality restrictions in Sections 21 and 27
of the Auditor General Act. The Auditor General Act
also states that our working papers cannot be laid
before the Legislative Assembly or any of its com-
mittees, and my Office is not subject to the provi-
sions of the Freedom of Information and Protection
of Privacy Act. As a further safeguard, in the course
of preparing our audit reports, we provide the draft
report to senior management of the audited entity
to allow them the opportunity to review and com-
ment on the contents and to raise any concerns they
may have. In short, many safeguards are in place
to ensure the confidentiality of the information we
collect over the course of all our audits.

In summary, I firmly believe that the Quality of
Care Information Protection Act, 2004 directly con-
flicts with the access-to-information-and-records




provision in the Auditor General Act. However, the
Quality of Care Information Protection Act, 2004
provides for a legislative remedy in the event of

a conflict between it and any other act. Accord-
ingly, a workable solution would be to pass a new
regulation under the Quality of Care Information
Protection Act, 2004 stipulating that under certain
circumstances, the Auditor General Act prevails over
the Quality of Care Information Protection Act, 2004
and its regulations as follows:

With the exception of references to per-
sonal information, the deliberations and the
minutes of a quality-of-care committee, the
Auditor General Act prevails over this Act and
its regulations with respect to any quality-of-
care information that is collected by or pre-
pared for a quality-of-care committee, or is
disclosed by a quality-of-care committee.

Because of my obligation to report all issues sur-
rounding access to information and because of the
potential negative impact that this restriction may
have on our expanded mandate to perform future
value-for-money audits of health-care facilities in
the broader public sector, I concluded that it was
necessary to bring this matter to the attention of
the Legislature for its consideration.

In September 2000, Canada’s Prime Minister and
Premiers made a commitment to produce and pub-
licly issue regular reports on the performance of
their health systems, with each province and ter-
ritory agreeing to report results on a number of
comparable indicators on the health status of its
population, its health outcomes, and the qual-

ity of its health services. As part of this process,
each jurisdiction was to determine an appropriate

level of third-party verification of the indicators

and thereby provide assurance to the public on the
reliability of the reported results. In that regard,

my Office accepted a request from the Minister of
Health and Long-Term Care to audit the health indi-
cators included in Ontario’s first report on the per-
formance of its health system, which was released
in September 2002.

In February 2003, the 2003 First Ministers’
Accord on Health Care Renewal indicated that each
jurisdiction would continue to provide comprehen-
sive and regular public reporting on the health pro-
grams and services it delivers, as well as on health
system performance, health outcomes, and its pop-
ulation’s health status, and it directed health min-
isters across the country to supplement the work
previously undertaken. In this regard, on July 11,
2004, I again accepted a special assignment under
section 17 of the then-Audit Act to perform specified
procedures on the health indicators reported in con-
nection with Ontario’s Health System Performance
Report. The reported indicators included, among
others, life expectancy, patient wait times for radia-
tion therapy for breast cancer and prostate cancer,
patient satisfaction with various types of health
services, levels of physical activity, and daily smok-
ing rates of youths aged 12 to 19. The results of our
work were reported to the Minister of Health and
Long-Term Care and are included in Ontario’s Health
System Performance Report dated November 2004.

Ontario’s Health System Performance Report is an
important accountability initiative for Ontario, and
I am encouraged by the work undertaken by the
Ministry in preparing this report. I am also encour-
aged that the Ministry is improving its procedures
for ensuring the accuracy of its data, because reli-
able and relevant data are essential for improved
decision-making and accountability.
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