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Background

The Ministry of Children and Youth Services 

(Ministry) administers the Child Welfare Services 

Program under the authority of the Child and 

Family Services Act and Regulations. The Ministry 

contracts with 53 local not-for-profit Children’s 

Aid Societies (Societies) for delivery of legislated 

child-welfare services in their respective municipal 

jurisdictions and provides 100% of the required 

funding for these services. The Ministry operates 

nine regional offices that co-ordinate service plan-

ning and monitor the activities of the Societies in 

their jurisdictions. 

Among other responsibilities, Societies are to 

investigate allegations and evidence to determine 

whether children may be in need of protection 

and supply the necessary services to provide that 

protection. 

Each Society operates at arm’s length from the 

Ministry and is governed by an independent vol-

unteer board of directors. While provision of ser-

vices in most other ministry programs is subject to 

availability of funding, in the Child Welfare Ser-

vices Program, each Society must, by requirement 

of the Child and Family Services Act, provide all of 

the mandatory services to all identified eligible chil-

dren. In other words, a child requiring protection 

must not have to wait for services due to funding 

constraints. For the 2004/05 fiscal year, total 

program expenditures reported by all Societies 

of $1.218 billion were allocated by category of 

expenditure as illustrated in Figure 1. 

In 2003, the Ministry issued the Child Welfare 

Program Evaluation Report, which concluded that 

there had been a rate of increase in expenditures in 

Figure 1: Society Expenditures, 2004/05 ($ million)
Source of data: Ontario Association of Children’s Aid Societies
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the child-welfare system that was not sustainable. 

To address this problem, government policy, the 

funding framework, and the Societies’ approaches 

to service delivery needed to be modified. As a 

result, the Ministry developed a Child Welfare 

Transformation Agenda built around seven key 

priorities: 

• a more flexible intake and assessment model;

• court process strategies to reduce delays and 

encourage alternatives to court;

• a broader range of placement options;

• a rationalized and streamlined accountability 

framework;

• a sustainable and strategic funding model;

• a single information system; and

• a provincial child welfare research capacity.

All of these initiatives are intended to support a 

more effective and sustainable child-welfare system 

that protects children at risk of maltreatment and 

improves the quality of their lives.

Implementation of the transformation agenda 

took a significant step forward when Bill 210, the 

Child and Family Services Statute Law Amendment 

Act, 2005, received third and final reading, and 

Royal Assent, in March 2006. The Act is expected to 

be proclaimed by the end of November 2006. 

Audit Objectives and Scope

The objectives of our audit were to assess whether:

• funding provided to individual Children’s 

Aid Societies (Societies) was equitable and 

commensurate with the value of services 

provided; and

• oversight of the Societies by the Ministry of 

Children and Youth Services (Ministry) ade-

quately ensured that children in need received 

the appropriate care and protection.

The scope of our audit included a review and 

analysis of relevant files and administrative pro-

cedures, as well as interviews with appropriate 

staff at the Ministry’s head office and three regional 

offices, which between them accounted for about 

50% of total program expenditures. We also held 

discussions with, and obtained information from, 

senior management at the Ontario Association 

of Children’s Aid Societies and several individual 

Societies . 

In addition, we engaged the services of an aca-

demic expert in child-welfare services to assist us in 

the conduct of this audit. 

Prior to the commencement of our audit, we 

identified the audit criteria that would be used to 

address our audit objectives. These were reviewed 

and agreed to by senior ministry management. 

We completed the bulk of our audit fieldwork by 

April 30, 2006. Our audit was performed in accord-

ance with standards for assurance engagements, 

encompassing value for money and compliance, 

established by the Canadian Institute of Chartered 

Accountants, and accordingly included such tests 

and other procedures as we considered necessary in 

the circumstances.

Our audit also included a review of relevant 

audit reports issued by the Ministry’s Internal 

Audit Services in 2003. However, we were unable 

to reduce the extent of our audit as a result of the 

internal audit work because it focused on specific 

issues at individual Societies rather than on overall 

assessment of the Child Welfare Services Program.

Summary

Even though the Ministry of Children and Youth 

Services (Ministry) has initiated major program 

changes since our last audit of the Child Welfare 

Services Program in 2000, program costs have 

doubled, and more rigorous oversight is still needed 

if the Ministry is to be assured that vulnerable chil-

dren are being adequately protected.
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With respect to program costs and funding, we 

found the following:

• Total program expenditures have almost 

doubled, from $639 million in 1999/2000 

to $1.218 billion in 2004/05. Over the same 

period, the number of open cases where 

children were under society protection 

increased 32%, from 24,806 at the end of 

the 1999/2000 fiscal year to 32,785 at the 

2004/05 year-end, while the number of 

residential days of care rose 38%, from about 

five million to 6.9 million.

• While the number of children deemed to need 

protection increased in part as a result of the 

introduction of the Ontario Risk Assessment 

Model in 1998 and other legislative changes, 

the Ministry discontinued its practice of 

reviewing the files of non-Crown wards in 

residential care and children receiving non-

residential protection services, which left it 

unable to assess, among other things, whether 

services were provided cost effectively.

• The Ministry’s funding practices, along with 

minimal oversight, contributed to significantly 

different rates of funding and caseload growth 

between Societies and to significantly higher 

total program costs. For example, we noted 

that the eight Societies with the biggest per-

centage increase in transfer payments from 

the Ministry got an average 181% increase in 

funding between 1999/2000 and 2004/05, 

while the eight Societies with the smallest 

increase received an average increase of only 

25% over the same period.

• The Ministry was unable to ensure the ac-

curacy of caseload data supplied by the 

Societies to support funding increases because 

it discontinued reviews of service and finan-

cial data in the 2005/06 fiscal year.

• Ministry-negotiated per diem rates for ser-

vice providers used by Societies varied sig-

nificantly, both within and between regional 

offices, and they have increased substantially 

since our last audit. There was little documen-

tation available to explain how these rates had 

been set or whether they were reasonable in 

relation to the services provided.

• Similarly, foster-care rates paid to families for 

similar care varied significantly within and 

between regional offices, and the Ministry was 

unable to explain the rationale for these rate 

variances.

• Even though Society expenditures had 

doubled in the last five years, ministry finan-

cial oversight continues to be inadequate both 

with respect to monitoring Societies’ actual 

spending against their spending targets and 

identifying ineligible spending. 

With respect to the Ministry’s oversight of 

Societies and program services, we continued to 

find, as we stated in our 2000 audit, that “if the 

Ministry is to be assured that children in need are 

being adequately protected, the Ministry must more 

effectively monitor the Societies.” Our specific find-

ings were as follows:

• Although the Ministry introduced the Ontario 

Risk Assessment Model to promote con-

sistency and accountability in the intake 

process, it does not currently monitor the 

implementation of this model and therefore 

cannot be certain that children are getting the 

most appropriate services for their needs.

• Crown-ward review files often contained con-

tradictory information, along with evidence 

that the Ministry had not issued the necessary 

directives for Societies to remedy service defi-

ciencies. Furthermore, in many files, the same 

concerns were repeatedly raised year after 

year. For example, in about half of the files 

we reviewed, recommendations issued in one 

year were repeated in the next. The files also 

lacked evidence of supervisory review and 

approval.
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• While we were pleased to note that the 

Ministry expanded its reviews of non-Crown-

ward and child-protection files as we had rec-

ommended in our 2000 audit, these reviews 

were discontinued in 2003, and therefore the 

Ministry cannot be assured that these children 

are receiving appropriate care and protection. 

• Many of the annual licensing files we re-

viewed for children’s residences contained 

insufficient information to support the issuing 

of a licence. 

• The Ministry was still in the process of imple-

menting the systems and processes needed 

to measure and report on the effectiveness of 

the care and services provided to children in 

need.

Detailed Audit Observations

Under the Child and Family Services Act, the 

Ministry has exclusive authority to:

• make recommendations to government 

regarding legislation, regulations, and policy;

• determine provincial resource alloca-

tions, strategic priorities, and reporting 

requirements; 

• set service standards and define required 

outcomes;

• inspect and license residences into which chil-

dren in the care of Societies are placed; and

• monitor Societies to ensure that they provide 

the prescribed standards of services and take 

corrective action where required. 

Societies are required to:

• investigate allegations and evidence that chil-

dren under the age of 16 may be in need of 

protection; 

• protect, where necessary, children under the 

age of 16 by providing the required assistance, 

care, and supervision of children in either 

residential or non-residential care;

• work with families to provide guidance, coun-

selling, and other services where children 

have suffered from abuse or neglect, or are 

otherwise at risk; and

• place children for adoption.

Our detailed audit observations focus on, first, 

concerns about the Ministry’s determination of 

resource allocations (program funding) and, sec-

ond, issues involving the Ministry’s service- 

standard setting and monitoring of Societies (over-

sight of services).

PROGRAM FUNDING

After remaining relatively stable in the early to mid-

1990s, transfer payments under the Child Welfare 

Service Program began to increase substantially in 

the late 1990s, reaching $1.24 billion in 2005/06. 

Total actual Child Welfare Services Program trans-

fer payments by year are shown in Figure 2. 

The increase in expenditures between 1997/98 

and 1998/99 was due primarily to the province 

assuming 100% of program funding under the 

then-government’s Local Services Realignment 

Figure 2: Total Transfer Payments to Societies, 
1992/93–2005/06
Source of data: Ministry of Children and Youth Services
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Initiatives. Previously, the province funded 80% of 

child-welfare services while municipalities paid for 

the rest.

Three significant changes to the Child Welfare 

Services Program were major contributors to the 

substantial annual increases in program expendi-

tures since 1998/99: 

• In December 1998, the Ministry introduced 

a new funding framework for the Societies, 

phased in over the following three years and 

based primarily on society-reported data 

about the types and volumes of services 

provided. 

• Legislative changes introduced in 2000 added 

emotional harm, including neglect, to the 

list of conditions for which children require 

protection. 

• The same legislative changes strengthened 

mandatory reporting requirements by profes-

sionals that, in conjunction with the intro-

duction of the standardized risk-assessment 

model, increased the number of children 

deemed to require protection. 

Other factors that may have contributed to 

increased costs at some Societies included the 

impact of collective agreements and a shift to car-

ing for more children in more expensive settings.

Our comments and observations regarding 

both these changes/factors and the quality of the 

information used for funding decisions are as 

follows. 

Funding Framework

Prior to the 1998/99 fiscal year, funding to Societies 

was based primarily on annual budget requests, 

which themselves were based largely on historical 

funding patterns. As noted in our audit of Transfer 

Payment Agency Accountability and Governance 

in our 1997 Annual Report, this mechanism was in-

equitable and failed to relate an agency’s funding to 

any assessment of the value of the underlying ser-

vices it provided.

Various studies and reviews commissioned by 

the Ministry in the late 1990s, as well as our ear-

lier audits of the Ministry, identified the need for 

adjustments to the funding framework to better 

correlate ministry funding to the underlying ser-

vices provided by Societies. As a result of these 

concerns, and in order to promote greater funding 

equity among Societies, the Ministry announced a 

new funding framework in December 1998 to pro-

vide a more rational and equitable approach. The 

new framework was phased in over three years and 

fully implemented during 2000/01. 

The new funding framework essentially 

provided for the following:

• Approximately half of a Society’s funding 

would cover residential-care costs, based on 

the number of children in group-home and 

foster care at various per diem rates.

• Another one-quarter would go towards direct 

service costs such as staff salaries, based on 

caseload data and ministry-determined work-

load benchmarks and salary ranges.

• The remaining one-quarter would cover in-

direct costs, calculated as a percentage of the 

first two funding components.

To ensure that caseloads and service data used 

in the funding framework were complete and ac-

curate, the Ministry also began to conduct annual 

service-and-financial-data reviews at the Societies. 

Although in our 2000 audit report we consid-

ered this new funding framework to be a significant 

improvement over the previous funding mech-

anism, its implementation was lacking in two sig-

nificant respects.

First, Societies have continued to have signifi-

cant discretion, with minimal ministry oversight, 

over the types and volumes of cases provided with 

non-residential protection or residential in-care 

services. This has led to significant differences in 

the volume growth of overall caseloads between 
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Societies and, perhaps more importantly, the 

practices for placing children in more expensive 

settings.

As well, the Ministry has continued to fund 

every Society’s annual expenditure deficit—the 

difference between its actual expenditures and its 

entitlement—regardless of the Society’s formal 

budgetary entitlement under the framework, and 

the amounts being funded are significant, as illus-

trated in Figure 3. Of even greater concern is that 

overall ministry transfer payments have increased 

at a significantly higher rate than the key underly-

ing service volumes, as illustrated in Figure 4. 

Our analysis of transfer-payment increases and 

corresponding increases in key service volumes for 

individual Societies indicated even more significant 

variances for individual Societies. For example: 

• The eight Societies with the biggest percent-

age increase in transfer payments from the 

Ministry got an average 181% increase in 

funding between 1999/2000 and 2004/05, 

while their weighted-average key service vol-

umes increased by about 91% over the same 

period.

• The eight Societies with the lowest percent-

age increase in transfer payments from the 

province got an average 25% funding increase 

between 1999/2000 and 2004/05, while 

their weighted-average key service volumes 

increased by about 18% over the same period.

The Ministry’s Child Welfare Program Evalu-

ation report, issued in 2003, concluded that the 

funding framework achieved its original goals of 

being sensitive to direct service volume and pro-

viding a more equitable and rational approach to 

funding. However, it offered little flexibility to pro-

mote cost-effective care and other efficiencies. We 

note in this regard that, in most cases, the Min-

istry’s regional offices have not had staff with suffi-

cient background and training to analyze Societies 

with significant expenditure increases to ensure 

that they are justified.

In part as a result of the significant growth in 

expenditures and to facilitate the Child Welfare 

Transformation Agenda, the Ministry introduced 

for the 2005/06 fiscal year a new funding model 

comprised of four distinct blocks through which 

funding was allocated to the Societies. The com-

ponents of the model, as well as the projected total 

allocations to Societies, are illustrated in Figure 5. 

Under the new block-funding model, a Society 

whose core funding factors exceed the provincial 

average by more than 10% is required to explain the 

reason for the variance and propose a three-year 

plan to bring its funding factors back to the prov-

incial average. However, in cases where Societies 

incurred abnormally large expenditure increases, 

we noted little formal analysis by the Ministry to 

assess the appropriateness of the increases, espe-

cially where neighbouring Societies did not incur 

Figure 3: Deficit Funding, 2001/02–2005/06
Source of data: Ministry of Children and Youth Services

Additional Funding 
Approved to Cover 
Year-end Deficits

% of Eligible 
Funding Under

Year  ($ million)  Framework
2001/02 47.8 5.7

2002/03 102.2 11.5

2003/04 177.8 19.5

2004/05 91.8 8.4

Figure 4: Rate of Increase for Transfer Payments and 
Key Service Volumes, 1999/2000–2004/05
Source of data: Ontario Association of Children’s Aid Societies

1999/ %
2004/05 2000 Increase

Transfer Payments ($ million)

amount paid 1,184 654 80.9

Key Service Volumes
# of investigations 82,137 63,809 28.8

# of ongoing 
protection cases  
(non-residential care)

26,754 18,288 46.3

total days of 
residential care

6,921,440 4,998,983 38.4
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similar increases. For instance, one Society incurred 

a net increase in expenditures of 154%, with 

weighted-average key service volumes increasing 

by 111%, while a neighbouring Society’s expendi-

tures increased by only a net of 30%, with average 

key service volumes increasing by 24%. 

We also noted a number of limitations in the 

block-funding model. Among other things, it per-

petuates previous funding inequities by defining 

a Society’s 2005/06 Block 1 (total-core) funding 

as actual expenditures for 2003/04 plus 3%. In 

essence, Societies that may have been overfunded 

relative to caseload volumes are allowed to use that 

funding level as their ongoing base-funding level. 

Also, in the absence of annual service-and- 

financial-data reviews and reliable baseline data for 

Block 1 funding, as discussed later in this report, it 

will be difficult to assess the merits of any Block 3 

(service-volume growth) funding, which we under-

stand is starting to escalate. 

In most cases, Societies could not explain why 

their funding factors exceeded the provincial aver-

ages by more than 10%, and in most cases they did 

not provide the required three-year plan to bring 

them into line. When this is coupled with the lack 

of adequate analysis by the Ministry of the justifi-

ability of the incurred deficit, as pointed out above, 

the risk persists that the Ministry will continue 

to fund Societies’ annual deficits in the future, 

whether or not Societies have used the funding effi-

ciently and effectively. 

We also noted that, by March 31, 2006, the last 

day of their fiscal year, none of the Societies had 

received any funding approval from the Ministry for 

their 2005/06 budgeted expenditures.  

Figure 5: Projected Funding Allocated to Four Blocks, 2005/06
Source of data: Ministry of Children and Youth Services

Projected Allocation,
Block Type Description/Purpose  2005/06 ($ million)
1: Agency Core actual total funding in 2003/04 + 3% 1,165.7

2: Change Management Investment for achieving transformation policy, service priorities, and 
other related objectives determined by Ministry

3.4

3: Select Service-volume Growth Change for providing eligible service-volume growth as reported 
by Societies, usually at ministry-determined provincial 
average per diems or benchmark rates

41.3

4: Ministry-managed Child Welfare for specific purposes such as capital acquisitions and 
technology improvements

21.7

Total 1,232.1

RECOMMENDATION 1

In order to ensure that funding is commensurate 

with each Children’s Aid Society’s caseload, the 

Ministry of Children and Youth Services should: 

• assess the appropriateness of providing all 

Societies with core funding equal to their 

2003/04 actual expenditures plus 3%; and

• consider funding volume growth reported by 

Societies according to detailed assessments 

of what would be reasonable for each indi-

vidual Society based on its circumstances, 

rather than at provincial average costs.

The Ministry should also ensure that it 

issues approvals of funding to Societies as early 

as possible in the fiscal year. In addition, the 

Ministry should reassess its practice of funding 

all Societies’ year-end deficits regardless of the 

funding framework used. 
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Effect of Revised Risk Assessment

In the mid 1990s, the deaths of several children and 

some other high-profile failures of the child- 

welfare system raised serious concerns about the 

safety of Ontario children in certain circumstances. 

As a result, the Ministry established a number of 

provincial review committees charged with recom-

mending improvements to the system. These com-

mittees made a number of recommendations to 

address a broad spectrum of issues, which led to 

significant changes to Ontario’s child-welfare sys-

tem. Among these was the introduction of a man-

datory, standardized risk-assessment system and 

a broadened definition of risk that expanded the 

grounds for protection to include emotional harm, 

including neglect.

The Ontario Risk Assessment Model (ORAM), 

introduced in 1998, was intended to provide 

Societies with two important tools:

• a standardized means of collecting the 

information necessary to understand both the 

nature and degree of risk for a child and his or 

her family; and

• a basis for selecting from a range of services 

available within the child-welfare system.

The ORAM includes five assessment categories, 

called “influences,” and within each are elements 

that rank risk on a scale from zero to four. The risk-

assessment scales are further defined by descrip-

tions, called “anchors,” which help assign a rating 

based on narrative descriptions, as illustrated in 

Figure 6.

The ORAM is often referred to as a “deficit 

model” of assessment because it highlights areas 

in which families are deficient and identifies those 

things families are unable to do. The decision to use 

this particular risk-assessment model followed a 

review of several available instruments. We under-

stand that the ORAM is a version of a model that 

had been in use in New York State at that time but 

has since been replaced. 

It was expected that standardizing the assess-

ment tool would improve consistency in decision-

making while enhancing accountability. The new 

model was also intended to ensure that intake case 

workers carefully review and assess all relevant 

information before arriving at a decision. Never-

theless, the need remains for intake case workers 

to draw also on their experience and professional 

judgment, particularly since the vast majority of 

cases involve greyer areas of child neglect and fam-

ily violence rather than more blatant physical or 

sexual abuse, as illustrated in Figure 7. 

We noted that, although the Ministry conducted 

child-protection-file reviews in 2002 and 2003 that 

assessed compliance with ORAM requirements, no 

such reviews have been carried out since then. As 

Figure 6: Assessment Structure of the Ontario Risk 
Assessment Model
Source of data: Ministry of Children and Youth Services

Influence Anchors

caregiver abuse/neglect
alcohol/drug use
expectations of child
acceptance of child
physical capacity to care for child
mental/emotional/intellectual capacity

child child’s influence
child’s response to caregiver
child’s behaviour
child’s mental health and development
physical health and development

family family violence
ability to cope with stress
availability of social supports
living conditions
family identity and interactions

intervention caregiver’s motivation
caregiver’s co-operation with intervention

abuse/neglect access to child by perpetrator
intention and acknowledgement of 

responsibility
severity of abuse/neglect
history of abuse/neglect committed by 

present caregivers
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a result, the Ministry currently has no process in 

place to assess Societies’ compliance with ORAM 

requirements and consequently does not know 

whether children are being appropriately placed or 

receiving similar services in similar situations.

In addition, observers in the area of child- 

welfare risk assessment consistently note that the 

imposition of a standardized risk-assessment sys-

tem has the effect of erring on the side of caution, 

thereby increasing the number of children deemed 

to be in need of protection.

We were advised by our academic expert that, 

in many other jurisdictions, deficit-based models 

similar to the ORAM are giving way to a more bal-

anced means of assessment, often characterized 

as a “strength-based” model. This form of assess-

ment still considers the risk factors for a child or 

family, but it also  highlights what a family is able 

to achieve and what strengths the Society can draw 

upon from the extended family or the community. 

These strengths can often be used to provide care 

and support while requiring less formal and costly 

intervention from the child welfare authority. Both 

Alberta and New Zealand have successfully adopted 

such approaches, and we understand that Ontario 

is heading in the same direction. For example, we 

understand that, subject to a Minister’s Regulation, 

Ontario intends to provide for differential responses 

for lower-risk cases by spring 2007. Such responses 

are to employ strength-based assessments that 

include consideration of participation in a child’s 

protection by his or her relatives and members of 

his or her community.

Figure 7: Rate and Nature of Child Maltreatment, 
1998 and 2003
Source of data: Public Health Agency of Canada
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RECOMMENDATION 2

In order to ensure that Children’s Aid Societies 

are providing similar services in similar situ-

ations and making appropriate decisions in 

assessing children’s needs, the Ministry of Chil-

dren and Youth Services should:

• re-institute a child-protection-file review 

process similar to the one in place during 

2002 and 2003 that assessed compliance 

with the requirements of the Ontario Risk 

Assessment Model; and

• given the trend in other jurisdictions, con-

sider adopting a strength-based assessment 

model as soon as is practical and monitor 

and evaluate its effectiveness.

Service-and-financial-data Review

Both of the Society funding frameworks in place 

since the time of our last audit used caseload data 

in whole or in part as a determinant of the funding 

provided to each Society. It is therefore essential, in 

order to ensure that funding decisions are properly 

based and supported, that the Societies’ reported 

caseload data are complete and accurate. 

At the time of our last audit in 2000, the 

Ministry had established a pilot review process for 

the service and financial data reported by Societies. 

However, necessary policies and procedures for 

these reviews, including those concerning their fre-

quency, sample size, and selection process, had not 

been finalized. Our review of the guidelines for  

service-and-financial-data reviews developed by 

the Ministry since our last audit, as well as of a sam-

ple of completed reviews, found that the process 
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was still insufficient to ensure that the caseload 

data used for funding purposes were complete 

and accurate, bringing into question whether the 

society-funding process was operating reliably. For 

example:

• Ministry guidelines did not require testing 

of data on residential days of care, which 

account for approximately half of each Soci-

ety’s total funding. Two of the three regional 

offices we visited did not test these data. Our 

own testing of residential-days-of-care data 

found a number of errors. For example, we 

noted at one Society that 4,730 free days of 

care (care generally paid for under other pro-

grams) were incorrectly reported under the 

Regular Foster Care category. This led to the 

Society receiving $320,000 to which it was 

not entitled under the funding framework. 

• Ministry guidelines did not require, and 

the service-and-financial-data reviews con-

ducted in one regional office did not ensure, 

that summary listings from which samples 

were selected for testing agreed with the data 

reported to the Ministry for funding purposes.

• Ministry guidelines did not require, and the 

service-and-financial-data reviews did not 

result in, additional testing or extrapolation 

when errors were found. Thus, no work was 

done to determine the most likely impact of 

the errors on funding. In fact, most of the 

errors noted by the Ministry in the service-

and-financial-data reviews we reviewed did 

not result in changes to the determination of 

eligible funding but may have done so if addi-

tional follow-up work had been performed.

We also noted that the Ministry instructed its 

regional offices to suspend service-and-finan-

cial-data reviews for the 2005/06 fiscal year. The 

Ministry advised us that this was done because 

each regional office conducted its reviews differ-

ently and for different periods of the year. How-

ever, we also found that two of the regional offices 

we visited had conducted no such reviews for some 

of their Societies in 2004/05, a year before the 

Ministry suspended these reviews. 

RECOMMENDATION 3

In order to ensure that caseload data on which 

funding levels are based are reliable, the 

Ministry of Children and Youth Services should 

consider requesting that Children’s Aid Societies 

provide independent audit assurance on their 

reported caseload and service data. (Since the 

financial statements of Societies are already 

independently audited, the costs associated 

with this additional audit assurance should not 

be significant.)

Alternatively, if this option is considered 

not cost-effective, service-and-financial-data 

reviews by ministry staff should be regularly 

conducted. The work completed during such 

reviews should be sufficient and adequately 

documented to meet the objectives of the Min-

istry’s funding framework.

Per Diems for Residential Care

Societies pay per diems for various types of 

residential care, including:

• care provided by Outside Purchased Institu-

tions (OPIs), which are individual agencies 

that the Ministry contracts with for placing 

children in group homes or foster families that 

have contracted with an OPI (“outside paid 

foster care”);

• care provided by society-operated group 

homes; and

• care provided by society-operated foster- 

family homes.

Societies receive funding from the Ministry to 

pay these per diem costs. Specifically, each individ-

ual society is assigned its own “funding factors” by 

the Ministry—one to cover the per diems of society-

operated foster care and another to cover the per 
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diems of all other residential care. Figure 8 is a 

schematic representation of the flow of funding and 

the relationships between the Ministry, Societies, 

and residential-care providers. In the following 

sections, we comment on specific aspects of this 

residential-care funding framework.

Group Homes and Outside Paid Foster Care
Each individual Society’s 2005/06 funding factor 

for group homes and outside paid foster care was 

based on its total actual 2003/04 costs for such 

care, plus 3%, divided by the number of paid days 

in that year. 

In addition, the Ministry negotiates directly with 

OPIs for the number of spaces to be made avail-

able to the Societies, along with the per diem rates, 

and it negotiates these irrespective of funding for 

a Society. Societies may place children with any 

OPI that has successfully negotiated an agreement 

with the Ministry. The agreement terms, including 

the per diem rates, are generally in effect until such 

time as an OPI requests a change in rates. 

Since the funding-factor formula does not take 

into consideration the negotiations the Ministry 

conducts with OPIs to arrive at per diems, funding 

factors will not match the per diems. In fact, funding 

factors are generally lower than the higher-cost 

per diems for both OPI and society-operated group 

homes. Figure 9 demonstrates this: it indicates for 

a sample of Societies in three different regions the 

range of funding factors, from highest to lowest, 

given to individual Societies, and it compares this 

range to the range of per diems, from highest to low-

est, paid by the Societies in our sample to different 

kinds of residential-care operators.

Our concerns with respect to this process are as 

follows:

• In most cases, there was little or no documen-

tation on file to illustrate how the Ministry 

assessed the appropriateness of per diem rates 

paid to operators. In most cases, the rates 

were only compared in a general way to rates 

paid to other similar operators in the area. 

With rates fluctuating by as much as 30% to 

40%, significantly higher rates warranted 

Figure 8: Funding and Payment for Residential Care
Prepared by the Office of the Auditor General of Ontario

OPIs

negotiates

$ "funding 

factors" $

• # of spaces 

• services 

• per diem rates

$ per diems $
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investigation to ensure that the higher per 

diems were justified. 

• In most cases, the Ministry did not enter into 

written agreements with the operators detail-

ing the specific services to be provided for the 

approved per diem rates.

• Per diem rates among operators varied signifi-

cantly, in part because of the range of services 

provided by individual operators. However, 

Societies were only advised by the Ministry of 

the number of spaces available to them and 

the per diem cost—not the services to expect 

for the amounts charged.

• Operators do not provide any information 

with respect to actual costs incurred—such 

information could be used to assess the rea-

sonableness of the per diem rates paid.

We were advised that the Ministry does not 

monitor operators to ensure that they actually 

deliver the services they agreed to when negotiat-

ing their rates with the Ministry. One Society did 

conduct its own monitoring and advised us that one 

operator reduced the number of hours of therapy to 

be provided for the approved per diem rate from 65 

to 30 hours per month without obtaining ministry 

approval. We were further informed that this oper-

ator also offered the required hours at an extra 

charge above the base per diem rate. In another 

case, the same Society found that another operator 

failed to deliver individual counselling to children 

in its care as it had undertaken to do.

We also noted that the per diem rates for out-

side paid foster care are significantly lower than for 

group care. Since the number of children placed in 

OPI group homes, society-operated group homes, 

and outside paid foster care, respectively, varies 

from one year to the next, there is a risk that sim-

ply using previous outside-paid-foster-care costs to 

calculate the funding factor can result in Societies 

being either overfunded or underfunded in any one 

year. 

Figure 9: Funding Factors vs. Per Diems, Group and 
Outside Paid Foster Care, 2005/06
Source of data: Ministry of Children and Youth Services

Region

#1 #2 #3
Funding Factor (Ministry Pays to Society) ($/day)
high 199 230 182

low 156 167 174

average of all Societies reviewed 175 200 177

Per Diem for OPI Group Home (Society Pays to Operator) 
($/day)
high 238 263 231

low 217 218 211

Per Diem for Society-operated Group Home ($/day)
high 274 376 n/a*

low 136 309 n/a*

Per Diem for Outside Paid Foster Care (Society Pays to 
Operator) ($/day)
high 115 137 133

low 110 92 106

* Societies in this sample did not operate any group homes.

RECOMMENDATION 4

To ensure that per diem rates paid to Outside 

Paid Institutions (OPIs) are reasonable and the 

contracted services are actually received, the 

Ministry of Children and Youth Services should:

• establish appropriate requirements for 

assessing and documenting the reason-

ableness of per diem rates paid to OPIs and 

ensure that higher-than-normal per diems 

are justified;

• enter into formal agreements with each OPI 

that detail the respective rights and respon-

sibilities of both the Ministry and the OPI; 

and

• ensure that Children’s Aid Societies are 

aware of the specific services they can expect 

for the per diem rates and assess whether 

Societies are ensuring that the services being 

paid for are actually being received.



2006 Annual Report of the Office of the Auditor General of Ontario46

Ch
ap

te
r 3

 •
 VF

M
 S

ec
tio

n 
3.

01

Society-operated Foster Care
Societies may place children directly into one of 

three types of foster-care homes: 

• regular foster care; 

• specialized foster care for children with de-

velopmental, emotional, or medical needs; 

and 

• treatment foster care for children requiring 

intensive care such as behaviour modification 

treatment.

Until 2002/03, provincial per diems paid to each 

Society for each type of placement were as shown 

in Figure 10.

After 2002/03, the Ministry changed its funding 

formula for foster care several times until 2005/06, 

when it established with each Society a separate 

funding factor just for the above three types of 

society-operated foster care. The funding factor 

was determined based on each Society’s total actual 

2003/04 cost for foster care, plus 3%, divided by 

the total number of paid days in that year. Addi-

tional funding was also available for service vol-

umes above a predetermined threshold. 

In turn, Societies negotiate rates directly with 

foster families. As with other types of residential 

care, given that the calculation for the funding fac-

tor is independent of the negotiations the Societies 

conduct with foster families to arrive at per diems, 

funding factors do not correlate exactly with per 

diems. Figure 11 demonstrates this: it indicates for 

three different regions the range of funding factors, 

from highest to lowest, given to a sample of indi-

vidual Societies, and it compares this range to the 

range of per diems, from highest to lowest, paid by 

the Societies in our sample to families for the differ-

ent kinds of foster care.

We noted that, in general, the per diem rates 

for society-operated foster care are approximately 

half the rates for outside paid foster care. This can 

be seen in comparing the rates in Figure 12 with 

Figure 11’s Region #3 per diems for the three types 

of foster care. 

We also noted significant differences between 

the highest and lowest per diem rates  within and 

between the three regional offices we visited. The 

Ministry was unable to explain the merits or appro-

priateness of these differences. In addition, the 

Ministry’s funding formula was based on average 

per diem costs of all types of foster care. Since spe-

cialized and treatment foster care is significantly 

more expensive than regular foster care, simply 

using previous regular-foster-care costs to calculate 

foster-care funding may result in funding factors 

that are inadequate to cover the per diem expenses 

Figure 10: Per Diem Rates for Society-operated Foster 
Care Until 2002/03
Source of data: Ministry of Children and Youth Services

Type of Care Per Diem Rate
Regular $32.20 per day

Specialized $49.76 per day

Treatment $67.64 per day

Figure 11: Funding Factors vs. Per Diems, Society-
operated Foster Care, 2005/06
Source of data: Ministry of Children and Youth Services

Region

#1 #2 #3
Funding Factor (Ministry Pays to Society) ($/day)
high 42.28 44.88 49.55

low 35.32 35.46 46.97

average of all societies 
reviewed

39.71 39.46 48.31

Per Diem for Regular Foster Care (Society Pays to Family) 
($/day)
high 41.14 36.47 40.83

low 30.65 30.05 33.85

Per Diem for Specialized Foster Care (Society Pays to 
Family) ($/day)
high 60.94 47.56 57.53

low 41.61 37.48 45.84

Per Diem for Treatment Foster Care (Society Pays to 
Family) ($/day)
high 71.04 84.01 86.29

low 62.33 49.45 68.07
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of Societies with a large number of children requir-

ing specialized and treatment foster care or with 

a significant increase in the number of children 

requiring such care in any one year.

and also included caseload data. As part of the 

reporting process, Societies were also required to 

identify significant variances and propose appro-

priate action plans to reduce them. The first three 

quarterly reports were due 30 days after the end of 

the quarter and the fourth was due 45 days after 

the end of the year. Our review of a sample of quar-

terly reports at the three regional offices we visited 

found the following:

• In general, quarterly reports were submitted 

on a timely basis.

• Where Societies identified significant vari-

ances, they did not in most cases provide suf-

ficient detail to identify the reasons for the 

variances or propose action plans to deal with 

them.

• In two of the three regional offices we visited, 

there was little evidence that ministry staff 

reviewed the quarterly reports or followed up 

with Societies to ensure any necessary correc-

tive actions were taken.

In the 2005/06 fiscal year, new reporting pro-

cedures were introduced whereby Societies were 

required to submit revised quarterly reports that 

compare total baseline funding to year-end fore-

cast expenditures. However, the revised quarterly 

reports do not require that:

• Societies provide a year-to-date actual-to-

budget comparison;

• Societies identify or explain the reasons for 

variances, or propose any necessary corrective 

actions; and 

• the Ministry’s regional offices review the rea-

sons for variances, assess the need for correc-

tive action, and follow up with Societies to 

ensure corrective actions are taken (which is 

especially important given that the Ministry 

funds all deficits).

Figure 12: Per Diem Rates for Outside Paid Foster Care 
in Region #3, 2005/06
Source of data: Ministry of Children and Youth Services

Highest Rate Lowest Rate
Type of Foster Care  ($/day) ($/day)
Regular 90.00 74.18

Specialized 137.59 97.66

Treatment 173.00 80.00

Note: The highest and lowest rates do not match Figure 9’s high and low 
per diems for outside paid foster care for Region #3. The reason is that 
Figure 9’s rates are based on only a sample of Societies in the region, while 
the data for Figure 12 are based on all Societies in the region.

RECOMMENDATION 5

To ensure that per diem rates paid to all foster 

families are reasonable, the Ministry of Children 

and Youth Services should assess the reason-

ableness of the variances in per diem rates paid 

to foster families for similar care, both within 

and between regional offices. In addition, to 

ensure that Children’s Aid Societies with a large 

number of children requiring more expensive 

specialized and treatment foster care receive the 

funding they need, the Ministry should consider 

adjusting the funding formula for foster care as 

needed for Societies with legitimately higher per 

diem foster-care costs.  

Quarterly Reporting

In order to monitor Societies’ in-year progress 

against caseload and financial-expenditure tar-

gets, Societies were required, up to March 31, 

2005, to submit quarterly reports that compared 

total actual spending to budgeted expenditures, 

by category (such as wages, benefits, and travel), 
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Annual Program Expenditure Reconciliation

Until March 31, 2005, each Society had to submit 

to the Ministry a year-end reconciliation of its eligi-

ble expenditures with the funding provided by the 

Ministry. The reconciliation had to be submitted to 

the Ministry with an audited financial statement 

no later than four months after the end of the fiscal 

year. The Ministry had to review and approve the 

reconciliation within 12 months of the end of the 

fiscal year and recover any identified surplus within 

24 months.

For the 2005/06 fiscal year, new reporting 

procedures require that Societies submit to the 

Ministry a year-end reconciliation, including 

audited financial statements. However, the detailed 

requirements were still under development at the 

end of our audit.

We reviewed a sample of reconciliations submit-

ted by Societies for 2004/05 and found that all rec-

onciliations and audited financial statements were 

submitted within the required time frame. How-

ever, our review of the reconciliation process found 

that it was ineffective for the following reasons:

• For all reconciliations reviewed, the accom-

panying audited financial statements lacked 

sufficient detail for the Ministry to effectively 

identify ineligible expenditures and confirm 

the accuracy of the reported surplus or deficit.

• The Ministry did not contact or regularly meet 

with the Societies’ external auditors  to review 

areas of potential concern requiring further 

follow-up to be resolved cost effectively.

We have noted similar concerns with respect 

to reconciliations in our previous audits of the 

Ministry.

RECOMMENDATION 6

To more effectively monitor the in-year perform-

ance of Children’s Aid Societies and identify the 

need for corrective action on a timely basis, the 

Ministry should:

• revise the quarterly reporting process to 

compare actual performance to date against 

approved budgets and provide related 

caseload data;

• require that Societies identify and explain 

the reasons for significant variances and pro-

pose corrective action; and

• follow up with Societies to ensure that the 

necessary corrective action is taken.

RECOMMENDATION 7

To ensure that the new reporting procedures 

will identify and recover any ineligible expendi-

tures and surplus funding, the Ministry of Chil-

dren and Youth Services should:

• ensure that year-end reconciliations and 

accompanying audited financial statements 

contain sufficiently detailed information to 

identify ineligible expenditures and surplus 

funding; and

• provide a template or other guidance to 

Children’s Aid Societies and their auditors 

outlining the required format for financial 

statements and including explanatory notes 

and schedules.

OVERSIGHT OF SERVICES

Risk Assessment

As noted earlier, the Ministry introduced a stand-

ardized intake risk-assessment model in September 

1998, called the Ontario Risk Assessment Model 

(ORAM). Significant benefits of the ORAM were to 

include a higher degree of consistency across the 

province in assessing children’s needs and improved 

accountability.
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As illustrated in Figure 13, there are 11 risk deci-

sion points in processing a child-welfare case under 

the ORAM, which essentially comprises three tools: 

the eligibility spectrum, to determine whether or 

not a case meets eligibility for a child protection 

intervention; the safety assessment, to determine 

the immediate safety of the child/children in their 

biological home; and the risk assessment tool, used 

to determine the level of risk of harm to the child/

children in their home. 

Answers to these risk decision points play a criti-

cal role in a number of ways and would be expected 

to help ensure that:

• the most intensive placement resources are 

reserved for the children most in need;

• all children’s needs are ultimately matched 

with the best available resources and the most 

appropriate services that the system can offer; 

and

• costs of necessary services are minimized, 

because, for example, a child at lower risk can 

be protected with lower-cost services that are 

also less intrusive.

Although the Ministry had conducted service- 

and-financial-data reviews at Societies up to 

2004/05, the primary purpose of these reviews 

was to ensure that cases were correctly reported for 

quarterly-reporting and funding purposes. These 

reviews were never intended to assess either com-

pliance with the ORAM or the appropriateness or 

consistency of the decisions made. In the absence of 

any other reviews, therefore, the Ministry cannot be 

assured that children are receiving the most appro-

priate services for their needs.

One of the few studies in the Ontario child- 

welfare field to address this issue, published by the 

Ministry in 2004, found that overall, as expected, 

the highest-risk children were more frequently 

found in the most intensive services, while lower-

risk children were more likely to receive regular 

services through the foster or group-home system. 

Those cases where lower-risk children were placed 

in  more intensive services generally reflected the 

lack of appropriate space within the range of ser-

vices available to a Society at the time children 

entered care.

Figure 13: ORAM’s Risk Decision Points
Source of data: Ministry of Children and Youth Services

1. Does case meet eligibility requirements for child-welfare 
services?

2. What is the response time?

3. Is the child safe now?

4. Are child protection concerns verified?

5. Is the child in need of protection?

6. Is the child at risk for future abuse or neglect?

7. What other assessment issues must be considered to 
inform the plan of care?

8. What is the plan of service for the child and family?

9. Does the case continue to meet eligibility requirements 
for child protection service?

10. Have assessments changed?

11. Should the plan of service be modified?

RECOMMENDATION 8

To ensure that children’s needs are being con-

sistently assessed across the province and that 

all children in need of protection are matched 

with the most appropriate resources, a periodic 

review—by either staff of the Ministry of Chil-

dren and Youth Services or a contracted exter-

nal expert—should be conducted of a sample of 

case files at the Children’s Aid Societies to assess 

the appropriateness and consistency of place-

ment decisions. 

Children’s File Reviews

In the past, the Ministry has reviewed files on spe-

cific categories of children to assess the appropri-

ateness of placement decisions and the quality of 
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care. We examined the Ministry’s oversight with 

respect to three of these categories of children: 

Crown wards, non-Crown wards, and children 

receiving protection services.

Crown Wards
When a court order designates a child as a Crown 

ward, all parental rights and responsibilities are 

terminated and a Society assumes responsibility 

for the child. At December 31, 2005, there were 

approximately 9,400 Crown wards in Ontario.

The Child and Family Services Act requires that 

the Ministry review annually the status of every 

child who has been a Crown ward in the preced-

ing 24 months and to report the results of these 

reviews to the appropriate Society. Crown-ward 

reviews examine compliance with regulatory ser-

vice requirements, including assessment of the 

adequacy of the child’s plan of care and the child’s 

placement. 

When the Ministry identifies instances of non-

compliance with regulatory requirements, it must 

issue a directive to the Society, which must comply 

within 60 days and advise the Ministry of its com-

pliance. Non-compliance with less serious non- 

regulatory requirements may result in a direc-

tive, but more commonly, the Ministry will issue 

a recommendation for compliance. Although rec-

ommendations may eventually lead to directives, 

Societies are required neither to act on recommen-

dations nor confirm to the Ministry that they have 

taken action to address the recommendations.

 During 2005, the Ministry conducted 5,190 

Crown-ward reviews. The results of these reviews 

were as shown in Figure 14.

The Ministry’s annual review consists of a 

review of the Society case files, completion of a 

questionnaire, and an interview with the Crown 

ward if requested by the child. Our review of a sam-

ple of ministry Crown-ward-review files found the 

following:

• In about 10% of the files we examined, the 

Ministry issued recommendations for non-

compliance with regulatory matters instead 

of the required directives. For example, one 

file showed a child’s plan of care did not meet 

the child’s needs. It was noted in the file that 

the plan of care contained no goals and the 

Society needed to pay more attention to the 

development of time-targeted, child-specific, 

and measurable outcomes to address the 

child’s needs. Since only a recommendation 

was issued in this case, the Society was not 

required to either address this concern or 

inform the Ministry of action taken, if any. 

• We also found that, in many files, the same 

concerns were repeatedly raised year after 

year. For example, in over half of the files we 

reviewed, recommendations issued in one 

year were repeated in the next. 

• In over 15% of the files we reviewed, we found 

issues that should have been carried forward 

either as directives or recommendations but 

were identified as neither. For example, one 

file noted that a child’s plan of care needed to 

be enhanced to include specific goals and to 

address cultural, religious, and other needs. 

However, there was no directive or recom-

mendation issued to enhance the plan of care. 

• About 30% of the files we reviewed contained 

contradictory information. For example, one 

ministry file noted that the plan of care did 

not address the child’s cultural issues and 

should be enhanced. Yet the review question 

Figure 14: Results of Crown-ward Reviews, 2005
Source of data: Ministry of Children and Youth Services

# of Cases
full compliance 4,534

directives and/or recommendations issued 569

some less significant non-compliance and no 
directives and/or recommendations issued

87
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Non-Crown Wards
Non-Crown wards are children in residential care 

who have not been declared Crown wards by the 

court, which means that parental rights and respon-

sibilities have not been terminated. At December 

31, 2005, there were 9,100 non-Crown wards.

The Child and Family Services Act does not spe-

cifically require that the Ministry monitor pro-

asking if “cultural needs were addressed” was 

answered with a “yes.”

In addition, none of the files we reviewed con-

tained any evidence of supervisory review and 

approval by the supervisor of the Crown-ward-

review team to ensure consistent and appropriate 

completion of the Crown-ward reviews.

gram delivery for non-Crown wards. However, 

since the requirements of the Child Welfare Ser-

vices Program apply equally to Crown wards and 

non-Crown wards, we recommended in our 2000 

audit of the Child Welfare Services Program that 

the Ministry regularly review non-Crown-ward files 

to ensure that children receive appropriate ser-

vices that meet their needs and comply with pro-

gram requirements. We were pleased to note that, 

subsequent to our last audit in 2000, the Ministry 

implemented annual reviews of a sample of non-

Crown-ward files. In 2003, the Ministry expanded 

these reviews to include child-protection files at all 

Societies. 

The Ministry visited all Societies for these 

reviews and randomly sampled 10% of the non-

Crown-ward files. The Ministry’s summary of 

its review results from 2000 to 2002 is shown in 

Figure 15 (the Ministry did not summarize the 

results of its 2003 non-Crown-ward reviews).

Ministry review reports identified the need for 

improvement in the following key areas: 

• Plans of Care—Reviewers noted a significant 

number of concerns related to plans of care, 

including late completion of plans of care, lack 

of supervisory review and approval of plans, 

and the failure of plans to address children’s 

specific needs. A significant proportion of the 

total directives dealt with plans of care. In 

2000, 293 directives, or 28% of the total, were 

issued regarding plans of care. In 2001, there 

were 407 directives dealing with plans, or 

RECOMMENDATION 9

To ensure that care and services provided to 

Crown wards are appropriate and in compliance 

with regulatory requirements, the Ministry of 

Children and Youth Services’ review of Crown-

ward files should assess whether:

• appropriate directives or recommendations 

have been issued for all instances of non-

compliance with program regulations or 

other requirements; 

• directives and recommendations have been 

followed up; and

• files have been reviewed and approved by 

supervisors. 

Figure 15: Results of Ministry Review of Non-Crown-ward Files, 2000–02
Source of data: Ministry of Children and Youth Services

Average Number Average Number
Cases Non-compliance Directives of Directives Per of Directives Per

Year  Reviewed  Cases  Issued   Case Reviewed Non-compliance Case
2000 695 410 (59%) 1,049 1.5 2.6

2001 1,024 479 (47%) 1,313 1.3 2.7

2002 1,150 454 (39%) 1,286 1.1 2.8
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31% of the total, and 425 directives, or 33% of 

the total, in 2002. 

• Permanency Planning—Permanency planning 

is planning for the permanent care of a child 

or youth in order to ensure that care is effec-

tive and provides both psychological and legal 

continuity. Permanency-planning documenta-

tion was unclear in 25% of the cases in 2000, 

in 21% of the cases in 2001, and in 16% of the 

cases in 2002. 

As of December 31, 2003, the Ministry discon-

tinued reviews of all non-Crown-ward and child-

protection files. Given that the Ministry identified 

many areas of concern during the time these 

reviews were conducted and given that the Ministry 

has an oversight responsibility, we question the 

decision to discontinue these reviews.

Children Receiving Protection Services
In 2003, the Ministry’s corporate review team vis-

ited every Society and randomly sampled 5% of all 

the open child-protection files (that is, the files on 

children then receiving child-protection services) 

at each Society. The team reviewed 1,632 child-

protection cases and issued a total of 8,380 direc-

tives, or an average of 5.1 directives per case. 

The Ministry’s summary of the 2003 review 

results showed many areas of non-compliance, as 

noted in Figure 16.

Figure 16: Results of Ministry Review of Child Protection Files, 2003
Source of data: Ministry of Children and Youth Services

Cases Where Rate of
Requirement Cases Not Non-compliance

Ministry Standards and Requirements  Applicable  in Compliance (%)
Child Abuse Register results recorded within 3 days of receiving report 
of alleged abuse

205 123 60

full protection investigation completed and documented within 30 (or, 
by exception, 60) days

1,408 730 52

verification decision, supporting reason, and supervisory approval, 
documented within 30 (or, by exception, 60) days

1,392 700 50

eligible case of verified abuse reported to Abuse Register within 40 
days of verification decision

91 76 83.5

Plan of Service documented within 60 days 1,160 725 62.5

Specific measurable outcomes to reduce risk and promote well-being 1,247 293 23.5

RECOMMENDATION 10

To ensure that care and services provided 

to non-Crown wards and children receiv-

ing protection services are appropriate and in 

compliance with program requirements, the 

Ministry of Children and Youth Services should:

• reinstate regular reviews of both non-Crown-

ward and child-protection files; 

• communicate all instances of non-

compliance with program requirements to 

the Children’s Aid Societies and ensure that 

corrective action is taken in a timely manner; 

and

• consider providing Societies with 

information on the most common areas 

where improvements are required, as well as 

guidance on how to address those areas.

Licensing of Children’s Residences

Licensing provisions for children’s residences are 

established by legislation and regulation, and are 
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intended to ensure that minimum standards of care 

are provided to children in residential care. 

Children’s residences and foster-care operators 

must apply annually for licence renewals, and 

they must do so prior to the expiry date of cur-

rent licences. Provided that the applicant has com-

pleted and submitted an application for renewal, a 

licence past its due date is deemed to continue until 

the request for renewal has either been granted or 

denied. 

The Ministry conducts annual licensing inspec-

tions, using the licensing checklist supported by the 

Children’s Residence Licensing Manual and the Fos-

ter Care Licensing Manual it developed to facilitate 

the process. These manuals specify policies on the 

number of children’s, staff, and foster-parent files 

to be reviewed, the number of children’s, staff, and 

foster-parent interviews to be conducted, and the 

procedures to be used in reviewing an operator’s 

policies and procedures. 

Our review of a sample of licensing files noted 

that over 30% of them lacked the documentation 

required to support the issuing of a licence. Con-

cerns noted included the following:

• For half of the files reviewed, we found that 

the number of licensing interviews and/or 

number of files reviewed did not meet the 

minimum numbers required by the Min-

istry’s own policies. For example, 52 child 

files should have been reviewed in one file, 

according to the Ministry’s policies, but only 

28 were. Similarly, 68 children should have 

been interviewed, but only 11 were. In addi-

tion, there was no documentation in the file to 

explain this deviation from the requirements. 

• For almost half of the files reviewed, there was 

no documentation of the number of children 

in care, the number of staff hired, and/or the 

number of approved foster homes. Accord-

ingly, it would not be possible to determine 

whether there was compliance with policies in 

this regard based on a review of the file.

• We found one licensing report that indicated 

that 50 foster parents were interviewed—but 

only one completed interview checklist was 

found in the file. 

• In more than 80% of the files reviewed, we 

found that the Ministry issued the renewal 

after the expiry of the previous licence. The 

average delay between expiry and renewal 

was 26 working days, an improvement from 

the average of 63 days noted in our last audit. 

In nearly half the files reviewed, we also found 

that the Ministry had not ensured that the nec-

essary corrective actions were taken to address 

instances of non-compliance identified during 

licensing inspections. At one regional office, 24 

non-compliance issues were identified in a file, with 

half of these repeated for two consecutive years. 

Some of these non-compliance issues included 

inability to confirm that all required criminal ref-

erence checks were conducted, unavailable docu-

mentation to determine if the number of children 

placed in the residence exceeded the licensed 

capacity, and weaknesses in plans of care for some 

children. In the two years following the identifi-

cation of non-compliance, the Ministry requested 

from the operator only a written confirmation stat-

ing all issues had been addressed. The Ministry 

then issued licence renewals. 

In addition, we interviewed a number of licens-

ing staff during our audit and found that 70% indi-

cated they had received no formal training with 

regard to the Child and Family Services Act, licens-

ing procedures, and interviewing techniques. They 

told us they believed training in these areas would 

be useful.

RECOMMENDATION 11

To help ensure that residential-care operators 

provide minimum acceptable standards of care 

to children, the Ministry of Children and Youth 

Services should:
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Reporting of Serious Occurrences

All service providers are required to report inci-

dents such as serious injuries, assaults, physical 

restraints, or other physical abuse of children in 

care to the Ministry within 24 hours of the occur-

rence. When they receive such reports, regional 

offices document the particulars in an initial noti-

fication report. Within seven working days of the 

initial serious-occurrence notification, the service 

providers must submit a written follow-up report to 

the Ministry detailing the corrective actions taken 

and the outcome of the case. The Ministry must 

review the report and follow up where necessary. 

Our review of a sample of serious-occurrence 

files at three regional offices found that reporting 

requirements were not always being followed. For 

example:

• In almost half the files we reviewed, the initial 

notification reports were not filed within the 

required 24 hours. On average, they were filed 

10 working days late. 

• In about one-sixth of the files we reviewed, 

the follow-up reports were not filed on a 

timely basis; on average, they were about 100 

working days late.

In addition, in about 10% of the files we 

reviewed, case outcomes were unclear from the 

reports filed by the service providers, but there was 

no documented evidence of ministry follow-up. At 

one regional office we visited, we found that in 75% 

of the files we reviewed, there was no documented 

evidence to indicate that ministry staff either 

reviewed the reports they received or evaluated the 

appropriateness of actions taken. 

In addition to having to report serious occur-

rences within 24 hours, service providers are 

required to file an annual summary-and-analysis 

report to the Ministry by the end of each January 

about serious occurrences for the previous calen-

dar year. Under ministry requirements, the Ministry 

is to review the report to analyze the service pro-

vider’s management of serious occurrences and 

to identify possible training needs, internal policy 

modifications, or follow-up actions that the ser-

vice providers must take. In cases where follow-up 

actions are required, the service provider must sub-

mit an outcome report to the Ministry upon com-

pletion of the identified actions.

Our review of a sample of the annual summary-

and-analysis reports at three regional offices found 

that at two of them, we could find no documented 

evidence that the offices reviewed the annual sum-

mary-and-analysis reports and followed up on any 

unusual trends. In the case of one service provider, 

for example, the late filing rate for the initial noti-

fication reports was left blank in its 2004 annual 

summary-and-analysis report. However, there was 

no evidence to indicate that the regional office fol-

lowed up on this issue, and in the 2005 annual 

summary-and-analysis report, the same service pro-

vider reported that the initial notification reports 

were submitted late 72% of the time.

RECOMMENDATION 12

To ensure that all serious occurrences are appro-

priately dealt with, the Ministry of Children and 

Youth Services should ensure that:

• conduct licensing inspections and renew 

licences prior to expiry;

• ensure that the licensing inspection process 

is conducted and appropriately documented 

in compliance with ministry policies; 

• ensure that timely corrective action is taken 

to address non-compliance issues identified 

during licensing inspections; and

• provide periodic formal training to licensing 

staff.
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Complaints

Under the Act, each Society is required to estab-

lish a written procedure for hearing and addressing 

complaints. In most cases, people complaining to 

the Ministry are given information about the Soci-

ety’s complaint procedures and advised to contact 

the relevant Society directly. 

We found that none of the three regional offices 

we visited had any system to track complaints. In 

addition, the Ministry does not request detailed 

complaint information from the Societies. As a 

result, the Ministry cannot perform any analysis on 

complaints received by Societies. 

We noted that, under the new annual reporting 

process, Societies must report to the Ministry the 

number of complaints reviewed by their executive 

directors and/or boards of directors during the pre-

vious fiscal year, and how they were resolved. How-

ever, our review of this information found that it 

was insufficiently detailed to enable the Ministry 

to perform useful analysis on complaints. Neither 

the total number and types of complaints, nor the 

stage at which complaints were resolved, are being 

reported. We obtained complaint statistics from 

three Societies and found that the executive director 

and/or board of directors reviewed on average only 

5% of all complaints. We found two other Societies 

that maintained no complaint statistics at all. 

Performance Information and Effectiveness 
Reporting

Our last audit of the Child Welfare Services Pro-

gram in 2000 noted that the Ministry did not have 

any performance measures in place to assess the 

effectiveness of services provided under the pro-

gram. In particular, no information was  collected 

to assess performance in areas such as the quality of 

care provided, progress of children in care, and rate 

of recurrence of maltreatment. Recognizing the 

need to develop outcome measures, the Ministry 

adopted a nationally developed outcome measure-

ment framework, referred to as the Child Welfare 

Outcomes Indicator Matrix. The 10 indicators in the 

matrix were designed to track the effect of child-

welfare services in terms of child safety, child well-

being, permanence, and family and community 

support. 

A ministry pilot project was conducted in 

2000/01 to collect data on three of these 10 

indicators (recurrence, placement rates, and 

number of moves in care). The Ministry found 

that the results were encouraging but nonethe-

less indicated the need for a well-co-ordinated 

province-wide information system to gather cred-

ible outcome data. The pilot project found that 

Societies had the technical capacity to report on 

five of the 10 key indicators without changing their 

current information systems. Although Societies 

collected information on the other five remaining 

RECOMMENDATION 13

To help identify areas of concern regarding ser-

vice delivery and compliance with ministry poli-

cies, the Ministry of Children and Youth Services 

should require that Children’s Aid Societies: 

• maintain information on complaints; and

• annually report the number and types of 

complaints and how they were resolved.

• all serious-occurrence reports are submitted 

on a timely basis and all necessary follow-

up actions are taken by the service provider; 

and

• it reviews all annual summaries and service 

reports from service providers and takes the 

required follow-up action where necessary.
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indicators, this information was generally not 

accessible in their data systems. There exists no 

one single province-wide information system to 

produce standard reporting to facilitate policy 

planning and program delivery and assess the 

effectiveness of services provided.

The Ministry said at the time of our last audit in 

2000 that it was planning to develop a comprehen-

sive system to collect and summarize data from all 

Societies. However, we were informed during this 

audit that the system was never developed due to a 

lack of funds. Thus, now, as in the previous audit, 

the current multiple information systems do not 

provide province-wide standardized information in 

areas such as: 

• types of reported and investigated maltreat-

ment;

• age and gender of children receiving services;

• the proportion of children receiving services 

who are taken into care;

• the number of placement changes; or

• the proportion of children who received ser-

vices and have since been victimized again.

We understand that the Ontario Association of 

Children’s Aid Societies, as part of the Child Welfare 

Transformation Agenda, is designing and develop-

ing a new web-based child-welfare information sys-

tem (the Single Information System) that will assist 

in case and workload management, and support the 

information needs of the Child Welfare Outcomes 

Indicator Matrix, described earlier, in assessing the 

effectiveness of services. We also understand that 

the Ministry intends to pilot the system in three 

sites beginning in January 2007.

However, if the system is to be cost effective 

and widely adopted by all Societies (especially 

the smaller Societies), the Ministry must meet the 

challenge of ensuring that the system is both user 

friendly and sufficiently comprehensive to meet 

the needs of both the Societies and the Ministry. In 

2008, we will follow up to assess the progress made 

in implementing the province-wide information 

system.   

MINISTRY OF CHILDREN AND YOUTH SERVICES RESPONSE

The Ministry of Children and Youth Services 

(Ministry) welcomes the observations and rec-

ommendations of the Auditor General and is 

committed to making continuous improvement 

in the delivery of the Child Welfare Services 

Program. In keeping with the Auditor General’s 

recommendations, the Ministry will focus this 

response on the areas of accountability, quality, 

and financial management.

With respect to accountability, the Auditor 

has recommended improvements to ministry 

accountability processes, including the need to 

reinstate children’s file reviews (recommenda-

tions 2 and 10) and enhance client complaints 

processes (Recommendation 13). The Ministry 

will strengthen its overall accountability frame-

work for the delivery of child-welfare services 

and ensure that effective monitoring and review 

processes are established.

To this end, specific measures to improve 

accountability related to child protection have 

been taken:

• In February 2006, a Minister’s Regula-

tion was implemented across all Children’s 

Aid Societies (Societies) requiring them to 

complete more timely and comprehensive 

background and criminal reference checks 

for caregivers (for example, family/com-

munity members) in out-of-care kinship 

arrangements.  

• The Child Death Reporting and Review 

Directive, issued March 31, 2006, requires 

that Societies report all child deaths to the 

Office of the Chief Coroner, which has lead 
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responsibility for the analysis of child death, 

dissemination of recommendations, and 

production of an annual report. Protocols 

between the Ministry and the Coroner will 

ensure that recommendations are addressed 

and will support appropriate program 

development.

The Ministry recognizes that further work 

is needed to improve accountability and will 

undertake the following:

• The Ministry is developing an accountability 

framework for child-welfare services, which 

will be ready for implementation by April 

2007. The framework will clarify ministry 

and society roles and responsibilities, require 

that Societies have specific accountability 

measures in place, and identify the review 

mechanisms that will assess services deliv-

ered to children in the care of Societies, 

including Crown wards. 

• Consistent with the Auditor’s findings on 

client complaints, effective June 2006, 

Societies must report quarterly on the 

number and types of formal complaints 

received, their current status, and their reso-

lution rates. This information will facili-

tate ministry analysis and follow-up with 

Societies. With proclamation of Bill 210 

expected in November 2006, a standard-

ized client, complaints process will be imple-

mented by all Societies. The new process, 

which includes stringent time frames for 

response and client recourse through the 

Child and Family Services Review Board, 

will improve Society accountability for reso-

lution of complaints.

With respect to quality, the Auditor recom-

mends implementation of a strength-based 

intake risk-assessment model (Recommenda-

tion 2) and improvement of the ministry licens-

ing process (Recommendation 11). The Ministry 

agrees that risk-assessment tools and effec-

tive licensing are critical to improving both 

outcomes for children and service quality. 

In line with the Auditor’s recommenda-

tion, the Ministry has developed, in partner-

ship with the child welfare sector and experts 

at the University of Toronto, a strength-based 

risk-assessment model, similar to those used by 

other jurisdictions. The new model and related 

tools include requirements for more rigor-

ous documentation of supervisory review and 

approvals. 

To further improve quality assurance, the 

Ministry will: 

• pilot the new risk-assessment model in 

three Societies, beginning in January 2007, 

as part of the Single Information Sys-

tem (implementation of the model and 

related tools in all Societies will begin in 

April 2007); 

• implement Phase 2 of the Automated Licens-

ing Project—focusing on Child and Family 

Services Act licensing—beginning in Janu-

ary 2007, with completion by April 2007, in 

order to allow the Ministry to monitor the 

timing of licence renewals and the terms and 

conditions under which licences are renewed 

(consistent with the Auditor’s recommen-

dations, licensing staff will receive training 

on licensing requirements, procedures, and 

interviewing techniques to enforce compli-

ance and standardization across regions); 

and

• implement, by spring 2007, the first phase of 

a web-based registry, which will provide key 

information on licensed residences, includ-

ing licensed capacity and licensing status.

With respect to financial management, the 

Auditor identified issues regarding growth in 

child welfare expenditures and made recom-

mendations to refine the current funding model 

to provide more appropriate base funding for 

Societies (Recommendation 1) and improve 
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financial monitoring and oversight (recom-

mendations 1, 3, 4, 5, 6, and 7). Rising costs 

in child welfare relate to a number of factors, 

including service volume increases and other 

cost drivers, including salary settlements, legal 

services, and transportation and health expen-

ditures. The Ministry is working with Societies 

to reduce the cost curve for child welfare 

through implementation of reforms, better cost 

management, and increased operational effi-

ciencies. 

The Ministry has taken the following steps to 

enhance financial management: 

• A multi-year, results-based planning 

process has been implemented that re-

quires Societies to develop an annual plan 

and report quarterly on projected ser-

vice demands, resource requirements, and 

progress on specific ministry and society tar-

gets. Societies must identify and account for 

significant variances and propose corrective 

action where required. 

• Following discussions with the Auditor’s 

staff, the 2006/07 funding model was modi-

fied to base core funding on average expen-

ditures over multiple fiscal years and to base 

cost-of-living increases on province-wide 

analysis and Ministry of Finance guidelines.

In support of the Auditor’s recommenda-

tions, the Ministry commits to the following:

• The Ministry will develop tools, including 

standardized methodologies and templates, 

and provide necessary training to assist 

ministry regional offices and Societies to 

improve forecasting, financial management, 

and reporting. The tools will enable the 

Ministry to further conduct ongoing analysis 

of society expenditures.

• The Ministry will continue to work with 

Societies to implement cost-containment 

measures and identify efficiencies. In order 

to enhance consistency and reduce unit 

costs for residential services, the Ontario 

Association of Children’s Aid Societies, in 

collaboration with the Ministry, is develop-

ing a shared-services model for procure-

ment of Outside Paid Institution (OPI) beds, 

for approval as part of the OntarioBuys 

program. This model includes common 

approaches to assessment of OPIs, service 

agreements, reservation management, per-

formance measurement, and training. Par-

ticipating Societies would benefit from: 

optimized per diem rates, clarity about ser-

vices covered by the rate, streamlined place-

ment processes, and better matching of 

placements to children’s needs.

The Ministry appreciates the opportunity to 

respond to the findings of the Auditor General 

and remains committed to improving the deliv-

ery of child-welfare services in Ontario.
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