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Chapter 1

MAKING TOUGH FISCAL CHOICES

Ontario is not alone in facing some tough chal-
lenges to get its fiscal house in order. One of the
impacts of the recent global recession is that
Ontario, like many other jurisdictions, has been
spending far more than it has been collecting in
revenues. And just like a household that spends sig-
nificantly more than it earns by borrowing the extra
money, this practice can only be continued for so
long. The Ontario government recognizes this, and,
as the Minister of Finance said in the 2011 Budget,
“To overcome this challenge, the government must
renew its focus on deficit reduction.”

Given the challenging fiscal times, making
significant inroads in reducing the deficit will be no
easy matter. Consequently, in many of this year’s
value-for-money audits, we paid particular atten-
tion to looking for efficiencies and cost savings. Our
observations in this regard are summarized in the
following subsections.

Criminal Prosecutions

Crown attorneys in the Criminal Law Division of the
Ministry of the Attorney General prosecute criminal
charges laid by police forces across Ontario. The
number of Crown attorneys employed has more

Overview and Summaries
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than doubled over the last two decades, even
though the number of criminal charges disposed

of each year has remained relatively constant.
Factoring in the increasing complexity of today’s
legal environment, the Division needs to determine
how many Crown attorneys there should be at each
local office and should make much better use of the
information it has on the relative workloads, effi-
ciency and effectiveness of its Crown attorneys.

Diabetes Management Strategy

The number of people with diabetes in Ontario

has more than doubled from 546,000 in 2000

to 1.2 million in 2010 and is projected to grow

to 1.9 million by 2020. Type 1 diabetes, which
accounts for 10% of diabetes cases, is not prevent-
able; however, Type 2 diabetes, which accounts for
the other 90%, is largely preventable with lifestyle
changes that include healthier eating and exercise.
In 2008, the Ministry of Health and Long-Term Care
implemented a four-year, $741-million diabetes
strategy. We found that, to date, the results have
been mixed, in that while the availability of care for
people with diabetes has definitely improved, many
services were underused and, in some cases, dupli-
cated. As well, we noted that 97% of the funding
was earmarked for treating people who already had
diabetes, with only 3% being allocated for preven-
tion initiatives.




Independent Health Facilities

Ontario has about 800 health facilities that are
independently owned and operated, with about
50% being owned or controlled by physicians.
These facilities provide primarily diagnostic servi-
ces, such as x-rays, ultrasounds and CT scans. We
suggested the Ministry review facility billings for
unusual billing patterns and review whether the
facility fees being paid are appropriate in relation
to the actual costs of providing the services. We
also noted that in 2009, the Canadian Association
of Radiologists observed that as many as 30% of CT
scans and other imaging procedures across Canada
contribute no useful information or are inappropri-
ate. The Ministry of Health and Long-Term Care’s
own estimate was that about 20% of independent
health facility fee billings are likely inappropriate.

Long-Term-Care Home Placement Process

Many people are in hospital longer than medically
necessary waiting for a long-term-care bed, even
though this is detrimental to their health, is more
expensive than community-based alternatives such
as home care or placement in a long-term-care
home, and limits the availability of hospital beds
for other patients with more complex health-care
needs. However, 19% of people waiting in hospital
for a long-term-care bed had applied to only one
long-term-care home, even though their selected
home may have a long wait list.

Metrolinx—Regional Transportation
Planning

Metrolinx is an agency of the Ontario government
that is responsible for implementing an integrated
transportation system in the greater Toronto and
Hamilton area over the next 25 years at an esti-
mated cost of $50 billion. Our review of several
significant projects costing hundreds of millions of
dollars indicated that Metrolinx must strengthen
its processes relating to infrastructure investment,
procurement and cost control.
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Ontario Provincial Police

Over the last two decades, crime rates across Can-
ada have declined by more than 40%, and Ontario
has been part of this trend. As well, the number of
serious motor vehicle accidents has been trending
down in recent years and calls for service to the
Ontario Provincial Police (OPP) have remained
stable since our last audit in 2005. However, OPP
expenditures (excluding recoveries for police
services provided to municipalities) have increased
27% over the last five years because more officers
have been hired, compensation increases have
exceeded inflation and cost-savings opportunities
we previously identified had not been adequately
acted upon. We noted that the OPP could reduce its
operating costs by improving its staff deployment
practices and better controlling overtime.

Tax Collection

Most taxes owing to the province are remitted
voluntarily, but some are not, and the Ministry of
Finance’s Collections Branch is responsible for col-
lecting most of these taxes. The Branch estimates
that, as of March 31, 2012, it may need to write off
about $1.4 billion of the $2.46 billion in outstand-
ing taxes that it is responsible for collecting. While
there have been some improvements to the Branch’s
collections processes in the last few years, we found
that the Branch was often not taking appropriate
action on a timely basis and was not using all the
strategies at its disposal to maximize the amount of
unpaid taxes it collects.

Youth Justice Services Program

The Youth Justice Services program of the Ministry
of Children and Youth Services provides commun-
ity and custodial programs and services primarily
to young people aged 12 to 17 who are either
awaiting trial or have been found guilty by a court
of a criminal charge. From the 2005/06 to the
2010/11 fiscal years, total program expenditures
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increased by 25%-30%, even though the number
of youths served increased by only 4%. And in the
last five years, even though the number of youths
in Ministry-operated secure facilities decreased by
37%, the number of ministry youth services officers
at these facilities increased by 50%.

ENHANCING SERVICES TO THE PUBLIC

Providing public services as cost-effectively as pos-
sible is critical to managing Ontario’s current fiscal
situation. However, ensuring that the public is get-
ting the best level of service possible for the funding
being provided is equally important. We therefore
also made service delivery—the level of service
provided and the processes followed in offering
those services—a key focus of some of our audits.
Our observations in this regard are summarized in
the following subsections.

Cancer Screening Programs

Screening that detects certain types of cancer at an
early stage can have a major impact on mortality
rates. Cancer Care Ontario (CCO) is the provincial
agency responsible for co-ordinating and overseeing
the provision of such screening services. Our audit
assessed whether CCO used established clinical
evidence to decide what types of cancer warranted
formal screening programs and how effective CCO
was in achieving high screening participation rates.
Overall, we found that CCO had implemented a
number of good processes but was having difficulty
meeting its participation-rate targets, especially for
those segments of the population deemed to be at a
high risk for certain types of cancer.

Drive Clean Program

The mandatory Drive Clean vehicle-emissions-
testing program has been in place since 1999.
Vehicle emissions have declined significantly since
then and are no longer among the major domestic
contributors to smog in Ontario. While this is due

partly to the Drive Clean program, newer vehicles
with improved vehicle-emission-control systems
and cleaner fuel requirements have had a larger
impact on reducing overall vehicle emissions. We
encouraged the Ministry to ensure that future
policymakers are provided with current informa-
tion on the program’s cost-effectiveness and its
impact on reducing smog, especially outside of
Ontario’s larger cities and in relation to other prov-
incial and federal government initiatives, to ensure
the program continues to provide value for the fees
charged to drivers.

Education of Aboriginal Students

Many aboriginal students face challenges—such as
poverty, substandard housing, poor nutrition and
minimal employment prospects in their commun-
ity—that affect their academic achievement. There
is a significant gap between the percentage of the
general Ontario population that has graduated
from high school and the percentage of aboriginal
adults that has done so. Six years ago, the Ministry
of Education identified closing this gap as a ministry
priority and developed a good framework to guide
the development of support programs and to track
its progress in reducing the gap. However, we found
that the Ministry has not adequately overseen local
school boards’ implementation of the framework
and has not formally assessed whether any progress
has been made in closing the academic achievement
gap. Information we examined suggests that little
substantive progress has been made to date.

University Undergraduate Teaching Quality

From the perspective of the Ministry of Training,
Colleges and Universities, a university’s most
important role is to do a good job teaching its stu-
dents and preparing them for the future workforce.
We believe that students, their parents and the
public would agree. Accordingly, we reviewed the
processes that three universities had in place to
periodically assess and report on the performance



of those teaching undergraduate students. We also
surveyed Ontario’s other 17 universities on some
of their practices in this area. As part of these prac-
tices, all Ontario universities, including the three
visited, reported that they had formal processes in
place to enable undergraduate students to evalu-
ate each course they took. However, at least at the
universities we visited, little aggregate analysis of
these student evaluations was being done, and only
about one-quarter of the universities responding to
our survey indicated they make any summarized
results of these evaluations available to students to
help them select their courses.

FINANCIAL OVERSIGHT AND
ACCOUNTABILITY

Annual Reporting of Financial Results

While our value-for-money audit work usually
draws the most attention from the Legislature,

the public and the media, financial audit work is
also a crucial responsibility of our Office. Annual
reporting of financial results, whether those of
the province or those of the province’s many
Crown agencies and corporations, has long been
considered an essential component of the govern-
ment’s financial accountability to Ontarians. But
the accountability loop is not closed until the Legis-
lature and the public are assured that the reported
results are, in fact, fairly stated.

Accordingly, our Office audits the financial
statements of the province and many of its Crown
agencies, such as the LCBO, the Ontario Securities
Commission, Ontario Place and many others. In
some cases, such as with the financial statements of
Cancer Care Ontario and the Public Guardian and
Trustee, we engage private-sector auditors to do
this work on our behalf.

I am pleased to report that for the 19th straight
year, the Office was able to provide the Legislature
and the public with the assurance that the consoli-
dated financial statements of the province—the
largest audited entity in Ontario—were fairly
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presented in accordance with generally accepted
accounting principles as established by the Can-
adian Institute of Chartered Accountants. I can also
report that we concluded that the financial state-
ments of the many Crown agencies that we audited
this year were also fairly presented.

Legislative Estimates Review Process

Given that the government spends over $120 billion
a year on public services and that we last reviewed
the estimates review process more than 15 years
ago, we decided to revisit this area in 2012.

We researched the estimates review practices
of other jurisdictions with similar parliamentary
systems, such as the United Kingdom and Australia,
and interviewed nine currently serving MPPs—
three from each of the major political parties—who
have sat on the Standing Committee on Estimates.
We also met with three retired long-serving MPPs—
one from each of the parties—who together had
served a combined total of 80 years as elected MPPs
in Ontario’s Legislature.

The consensus of both the current and former
MPPs was that the process was still not that
effective as a means of scrutinizing proposed
government expenditure plans. However, almost
everyone we spoke to said that it was still a good
accountability mechanism in that it was the only
real opportunity outside of question period for
questioning a Minister on the policies and expendi-
tures of his or her ministry.

OTHER WORK
Advertising Review and Approval

The Government Advertising Act, 2004, requires

that our Office review most proposed government
advertising to ensure that it is not partisan in nature.
We reviewed 565 individual advertising items this
year. The results of our work in this area can be
found in Chapter 5. This year, for the first time, the
spending on Internet advertising exceeded spending
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on television advertising (excluding ad production
costs)—yet Internet advertising is not covered by
the Act.

Special Audits

Under the Auditor General Act, we perform assign-
ments as may be required by the Legislature,

by a resolution of the Standing Committee on
Public Accounts, or by a minister of the Crown. We
normally table these audit reports on completion
rather than including them in our Annual Report.
This year we completed one special audit report,
Ornge Air Ambulance and Related Services. We
began this audit in 2011 and were asked to table it
on completion. We did this in March 2012. To date,
this audit report has been the subject of 17 hearings
before the Standing Committee on Public Accounts.

Looking Back Over a Decade

of Annual Reports

This is the 10th Annual Report I have had the
honour of tabling with the Legislative Assembly.

In looking back, I think the most fitting adage to
describe these 10 years is “how time flies.” Much
has happened over the past decade from the per-
spective of my Office and the work we do on behalf
of the Legislature and the people of Ontario.

I thought that it would be useful to provide an
overview of some of the more significant events
that have had an impact on the work of the Office
as the independent watchdog that provides elected
members and the public with objective information
on how well the government is taking care of our
tax dollars. As well, I offer a few forward-looking
thoughts and some good news.

VALUE-FOR-MONEY AUDITING IN THE
BROADER PUBLIC SECTOR

Undoubtedly, the most significant event for the
Office in the past decade has been the Legislature’s
decision to expand our mandate in late 2004 to
allow us to conduct value-for-money audits of
organizations in the broader public sector. These
organizations include hospitals, school boards, col-
leges and universities, long-term-care homes, social
service agencies such as Children’s Aid Societies

and hundreds of other organizations that provide
services to the public. In total, about 40% of Ontario
government expenditures, or about $47 billion, goes
to these broader-public-sector entities.

We have been diligent in pursuing this expanded
mandate by conducting audits across virtually the
whole spectrum of organizations in the broader
public sector. This has included everything from
assessing the detection and prevention of infectious
diseases in hospitals and long-term-care homes to
reviewing the teaching of undergraduate students
at universities; and from reviewing the purchasing
of goods and services at school boards, colleges and
the hydro corporations to probing the interrelation-
ship between patient care at hospital emergency
departments, discharge of patients from hospitals,
and the provision of home care and long-term care.
The focus of this work has always been to provide
useful information on how well these services are
being delivered and to point out where we believe
improvements can be made.

GOVERNMENT ADVERTISING AND THE
PRE-ELECTION FISCAL REVIEW

The Legislature also gave us two more responsibil-
ities in 2004. The Government Advertising Act, 2004,
requires the Office to review proposed government
advertising to ensure that partisan ads are not paid
for with taxpayer dollars. The Fiscal Transparency
and Accountability Act, 2004, requires that the
government produce a fiscal outlook report six
months before a provincial election, and our Office
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is required to promptly review this forecast and give
an opinion on its reasonableness.

Although few other jurisdictions have imple-
mented legislation of this nature, I believe these
initiatives have enhanced government accountabil-
ity to the people of Ontario. Admittedly, reviewing
proposed advertisements and giving an opinion on
forecasts of future events are somewhat unusual
pursuits for an auditor. However, I fully support the
continuing role of the Office in these two areas and
believe that the objective scrutiny that we bring to
the process enhances the value of our Office to the
Legislature and the public it serves.

SPECIAL AUDITS

Our special assignments have become more
frequent in recent years, and I like to think this is
because we have established a reputation for doing
good work and being objective and independent in
how we approach our work.

Some of these special audits have garnered a
great deal of attention in the Legislature, from
the media and the public, and from the Standing
Committee on Public Accounts. A few reports that
come to mind over the years are the Ornge Air
Ambulance and Related Services audit tabled last
March, our 2009 audit of eHealth, our 2007 exam-
ination of the cost to refurbish nuclear reactors at
Bruce Power and our 2007 audit of the Ministry of
Citizenship and Immigration’s year-end grants.

OUR VALUE-FOR-MONEY TRACK RECORD

Given our focus on value-for-money auditing, a rea-
sonable question to ask is whether our own Office
operates cost-effectively and with due regard for
value for money. As discussed earlier, our Office’s
responsibilities have expanded significantly since
2004. However, this in itself does not necessarily
prove that taxpayers are getting value for money for
the work done by the Office. An equally important
consideration is the cost of doing this work. For
instance, has there been a significant increase in

staff or in the amount of money the Office is spend-
ing due to the expansion of its mandate?

In the 2011/12 fiscal year, our Office cost tax-
payers $15.2 million, with the bulk of that amount
going to salaries. As Figure 1 shows, our staffing
has increased only slightly over the past decade,
with the only noticeable bump being a small
increase shortly after 2004 when our mandate was
expanded in the three different areas discussed
earlier. We have tried to run a tight fiscal ship so
that we could undertake the work required by the
expansion in our mandate without requesting sig-
nificantly more funding.

When people ask about our budget, they often
want to know how the size of our Office compares
to that of other Auditor General offices in Canada’s
larger provinces. As of March 31, 2012, with a staff
count of 102 people, we operated with fewer staff
than the Quebec, British Columbia and Alberta
audit offices. As different offices have different
mandates and responsibilities, comparing the
number of staff in one office to another is not a
strictly apples-to-apples comparison. However, it
does indicate that our staffing levels are certainly
reasonable compared to those of the audit offices
of the other larger Canadian provinces.

Figure 1: Number of Staff at the Office of the Auditor
General, 2002/03-2011/12

Source of data: Office of the Auditor General of Ontario
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LOOKING FORWARD

If one were to flip through the 10 Annual Reports
that I have tabled over the past decade, one would
see a myriad of recommendations that are directed
to improving the operations of government. Often,
each year’s Annual Report contains a theme. These
have ranged from “spend taxpayer money like it
was your own” to the “need for better oversight”

to “déja vu,” where I quoted a statement from the
1970s by Ontario’s Committee on Government
Productivity “that the challenges of the next decade
will be very different, more complex, and more
demanding than those which face us today.” But
if T had to pick one theme above all others that I
believe the public sector must keep in mind going
forward, it would be that “good decisions require
good information.”

Time and time again, the work of the Office
has highlighted instances where decision-makers
would have benefited from more relevant, reliable
and timely information. Our concerns in this area
sometimes resulted from management information
systems that were not designed to give decision-
makers the information they needed. In other
cases, however, the information was there but just
not being properly used to support the decisions
being made. Some of the more significant examples
that come to mind relate to our audits of the costs
of renewable energy initiatives, new funding mech-
anisms for physicians, the process for assessing
property taxes, the operation of the Family Respon-
sibility Office, funding for social-service agencies,
and the land and air ambulance programs.

As T have said in the past, a lack of good infor-
mation significantly increases the risk that the
decisions made will not be the best ones—and
may even be the wrong ones. In the private sector,
wrong decisions usually just cost more money; in
the public sector, they not only cost more but they
also affect the day-to-day lives of all Ontarians.

THE GOVERNMENT’S FINANCIAL
STATEMENTS

Auditors deal with numbers, and therefore this look
back to 2003 would not be complete without at
least some reference to accounting. As I mentioned
earlier in this chapter, the role we play in providing
assurance and adding credibility by auditing the
annual financial statements of the province and

its Crown agencies should not be overlooked, even
though it is our value-for-money work that tends to
capture the attention of the Legislature, the public
and the media.

For the past 19 years, my predecessor Erik Peters
and I have been able to give the government’s con-
solidated financial statements a clean bill of health.
All three major political parties, at one time or
another during these years, have formed the govern-
ment, and all deserve credit for accomplishing this.

However, in the last few years, the government
has chosen to legislate how certain transactions are
to be accounted for. This has not so far resulted in
any significant departure from generally accepted
accounting principles, but I do have concerns about
it. T hope that, in future years, this will not put the
Auditor in the position of concluding that, although
the accounting complies with legislation, the
financial statements are not fairly presented under
generally accepted accounting principles.

PLAIN-LANGUAGE ACCOUNTING

I must confess to some discomfort with what I see
as a trend toward growing complexity in accounting
principles and the accompanying financial state-
ment disclosures. It is reaching the point where the
statements are becoming so long and complicated
that the average reader may not be able to quickly
and easily understand what is being reported with
respect to an entity’s financial position and results
for the year.

The recent recommendation of the Canadian
Institute of Chartered Accountants (CICA) that gov-
ernment business enterprises adopt International




Financial Reporting Standards (IFRS) has not, in my
opinion, made this situation any better. While I can
understand the rationale behind the CICA’s decision
to pattern Canadian standards after international
standards, I suspect that it has resulted in the lay
reader of financial statements prepared under IFRS
having more difficulty in understanding them.

For instance, we have been the auditor of the
LCBO for many years. From a business and account-
ing perspective, the LCBO is a fairly straightforward
business. It buys a finished product and sells it in
retail stores throughout the province. But the adop-
tion of IFRS has resulted in the LCBO’s financial
statements increasing from 14 pages to 45 pages.
As well, there can now be two income statements,
making it more difficult for the reader to figure out
what the LCBO’s bottom-line profit or loss—the
key piece of information most readers look for—
actually is.

From the perspective of the typical reader of
the LCBO’s financial statements, I have a hard time
concluding that this is progress.

But I do have some empathy for the CICA given
the globalization of the world economy. And insofar
as the CICA is regarded as a respected contribu-
tor to the development of future IFRS accounting
pronouncements, I hope it keeps in mind the views
of a former Chairman of the U.S. Securities and
Exchange Commission, who said: “The legalese
and jargon of the past must give way to everyday
words that communicate complex information
clearly.” Closer to home, I have always remembered
the words of a long-serving member of Ontario’s
Standing Committee on Public Accounts who made
the following comment when the Committee was
discussing how to word a particular report item:
“Sometimes, just plain English is OK.”

SOME GOOD NEWS

In my opening remarks at the press conference
that is held each year on the release of our Annual
Report, I have always included a “good news” com-
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ponent where I outline some examples of things
that have gone well or where we saw some good
initiatives undertaken. If I were to pick three over-
riding positive things that come to mind in looking
back over the past 10 Annual Reports, they would
be the following.

Implementation of Our Recommendations

In my first Annual Report to the Legislative Assem-
bly in 2003, I expressed the concern that, all too
often, little action had been taken to address our
recommendations. Since that time, however, there
has been a definite improvement in this area.

In 2007, I reported a favourable trend in imple-
menting our recommendations, and, as can be seen
in Chapter 4 of our more recent Annual Reports
(where we report the results of our follow-ups),
progress continues to be made in implementing
our recommendations.

Two factors have been instrumental in this.
First, I sense that there is more pressure from the
“centre” or Cabinet Office to ensure that action is
being taken on the Auditor’s recommendations. My
discussions with the various secretaries of Cabinet
Office since 2003 have indicated that implementing
our recommendations is considered an important
responsibility of the deputy ministers.

Second, the Standing Committee on Public
Accounts has consistently brought pressure to bear
on ministries, Crown agencies and organizations in
the broader public sector to implement our recom-
mendations. Before any hearing, the Committee
Clerk formally requests a written response from the
entity at the hearing outlining what actions it has
taken to address the Auditor’s recommendations.

Admittedly, the fact that we do a formal follow-
up two years after each audit and report the
results in every Annual Report has in itself had an
encouraging impact. However, the roles played by
the two parties discussed above have undoubtedly
been a factor in the improvement we have seen in
this area since 2003.
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Public-sector Senior Management

Over the years, I have dealt with dozens of deputy
ministers, assistant deputy ministers, and Crown
agency CEOs and CFOs, as well as a cross-section
of senior management in broader-public-sector
organizations such as hospitals, universities, social-
service agencies, long-term-care homes and many
others. The times when I have come across some-
one who didn’t seem committed to delivering the
best possible service for the people he or she serves
have been rare.

This doesn’t mean that senior management
always makes the best decisions or ensures that
every decision is made putting taxpayers’ interests
first and foremost. However, my sense has almost
always been that, as the saying goes, “their hearts
are in the right place.” And while there have cer-
tainly been exceptions, the senior management I
have dealt with over the years has generally been
reasonable and open-minded with respect to our
observations and recommendations. As well,
while no one likes a visit from the auditors, we
have almost always received good co-operation.

In this regard, I do want to recognize the excellent
co-operation of organizations in the broader public
sector that we have audited, most of which we were
visiting for the first time.

Standing Committee on Public Accounts

Ontario has a very diligent and active Public
Accounts Committee. I have worked closely with
the Committee since 2003, and its support for the

Office and the work we do cannot be overestimated.

From a pragmatic perspective, its support gives

us clout, especially when it comes to getting our
recommendations implemented, as just discussed.
For example, over the years, it has not hesitated
to re-call a particular ministry or agency and hold
another hearing to, as the former long-serving
Committee Chair liked to put it, “hold their feet to

the fire” if it believed the ministry or agency had
not done enough to make improvements.

For the most part, the Committee has also oper-
ated in a relatively non-partisan manner and has
worked collegially to encourage improvements
in operational cost-effectiveness and improve the
level of service provided to the public. Last fall,
just before the House adjourned for the October
2011 election, the Speaker of the Legislature put it
best: “It has been a pleasure to see how the Public
Accounts Committee has worked. If only every com-
mittee in the Legislature could operate in the same
manner, things might be much different.”

THANKS TO A HARD-WORKING GROUP

In looking back over the past 10 Annual Reports
that I have tabled, I have indeed been most fortun-
ate to have such a cohesive and dedicated team in
the Office. Year after year, my staff has continued
to produce top-notch work, both on the value-for-
money side and in getting our financial audits done
well and on time. The work we do is not easy, and
we frequently face obstacles, challenges and tight
timelines. However, the staff of the Office perse-
veres and ultimately gets the job done—and done
right. They deserve our thanks.

Summaries of Value-for-

money Audits and Reviews

About two-thirds of the Office’s resources are
devoted to conducting value-for-money audits.
These audits focus on the delivery of services to
the public, going beyond “just the numbers.” The
following are the summaries of the 12 value-for-
money audits and the one review we conducted, all
of which are presented in Chapter 3.




3.01 CANCER SCREENING PROGRAMS

Cancer Care Ontario (CCO) is a provincial agency
responsible for coordinating and overseeing cancer
services in Ontario. CCO directs health-care fund-
ing to hospitals and other care providers, with

the aim of delivering quality and timely cancer
services throughout the province. It is also respon-
sible for implementing cancer prevention and
screening programs.

CCO has 13 regional cancer programs. Regional
Cancer Centres are responsible for cancer screen-
ing and treatment services. In the 2011/12 fiscal
year, CCO had total expenditures of $887 mil-
lion, $92 million of which was spent on cancer
screening programs.

CCO has implemented screening programs for
breast, colorectal and cervical cancers. We noted
that CCO used recognized clinical evidence to
decide what types of cancer warranted formal
screening programs.

Each of the three screening programs has as its
key objective reducing the number of deaths from
cancer through early detection and treatment. The
mortality rates from these three types of cancer
have fallen in Ontario over the past two decades. In
this regard, Ontario’s mortality rates are similar to
the Canadian averages for these types of cancer.

Our observations with respect to the three
screening programs include the following:

e Both the Ministry of Health and Long-Term
Care (Ministry), through a $45-million fund-
ing commitment in 2010, and CCO, through
recent initiatives, have recognized the need
to increase screening participation rates,
especially for people considered to be at
increased risk for cancer. As of fiscal 2009/10,
participation in breast cancer and cervical
cancer screening achieved Ministry targets
but fell short of CCO’s own targets. Colorectal
cancer screening fell short of both the Min-
istry’s and CCO’s targets, and almost half the
targeted population remained unscreened.

In total, from 2008 to 2010, only 27% of
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eligible women completed all three cancer-
screening tests recommended for their age
group. As well, participation in the screening
programs appears to have reached a plateau,
and the CCO is actively looking at ways to
address this.

e Though older women were at greater risk of
dying of cervical cancer, they were screened at
a much lower rate than younger women.

e The level of quality assurance measures
for each of the screening programs varied
considerably. CCO has a comprehensive qual-
ity assurance program for the breast cancer
screening program. However, 20% of screen-
ings took place outside CCO’s program and
were not subject to the requirements. CCO
had some quality assurance processes in place
for the colorectal cancer screening program,
but none for the cervical cancer program.

With respect to the wait times at various stages

of the screening processes for all three types of can-
cer, we noted the following:

e Mammography screening wait times for
women with average risk for breast cancer
ranged from just over two weeks to 10%2
months. CCO found that, in its program
that targets women considered at high risk
for breast cancer, the wait time for genetic
assessments for screening eligibility averaged
84 days.

e For colorectal screening, almost 30% of cases
did not have the recommended follow-up
colonoscopies within the benchmark time
established by CCO. Our review of hospital
records found instances where wait times
were as long as 72 weeks for people with
family histories and 17 weeks for those with
positive Fecal Occult Blood Test results.

e For cervical cancer screening, a recent CCO
preliminary review showed that the median
wait time for a colposcopy (a follow-up on an
abnormal cervical Pap test result) for high-
grade abnormalities was about three months.
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3.02 CRIMINAL PROSECUTIONS

The Criminal Law Division (Division) of the Min-
istry of the Attorney General (Ministry) prosecutes
criminal charges on behalf of the Crown before
provincial courts. The Division receives about
600,000 new criminal charges each year from more
than 60 police forces in Ontario. A Crown attorney
is to prosecute a criminal charge only if it is in the
public interest to do so and there is a reasonable
prospect of conviction.

The Division operates from its head office in
Toronto, six regional offices and 54 Crown attorney
offices across the province. The Division’s operat-
ing expenses totalled $256 million in the 2011/12
fiscal year, 84% of which was spent on staffing. The
Division employs about 1,500 staff, including about
950 Crown attorneys.

The number of Crown attorneys and the
overall staffing costs for the Division have more
than doubled since our last audit in 1993. Yet
the number of criminal charges that Crown
attorneys dispose of per year has not substantially
changed—572,000 in 1992, compared to 576,000
in 2011.

Partly as a result of the Charter of Rights and
Freedoms, many cases are more complex than they
used to be, so more time is needed to prosecute
them. Also, more Crown attorneys have been
assigned to cases involving guns and gangs and
other dangerous and high-risk offenders.

However, it is difficult to gauge the actual
impact of this on prosecutors’ workloads because
the Division makes little use of data to analyze the
relative workload, efficiency and effectiveness of its
Crown attorneys. Instead, it relies more on informal
oversight by senior staff at each of the 54 Crown
attorney offices. We noted the same issue in 1993.

We continue to believe the Division would bene-
fit from having information systems that provide it
with reliable data on prosecutors’ workloads, the
outcomes of prosecutions, the average time it takes
to resolve charges, and other key performance indi-
cators, at the level of both local offices and individ-

ual Crown attorneys. The Division could also make
better use of information on court activities that is
already available, until it completes the develop-
ment of its own information systems.

Our other major observations include

the following:

e The Division does not formally assess its
prosecutorial performance. It does not gather
information on how efficiently charges are
screened by Crown attorneys before a case
is prosecuted; how long it takes Crown
attorneys and staff to prepare cases; whether
court diversion programs for resolving minor
criminal charges are used appropriately;
the number of bail release applications and
their results; and the outcomes of cases. For
example, the rates at which some Crown
attorney offices went to trial were up to 20
times higher than the rates of other offices.

e No staffing model has been established to
determine how many Crown attorneys should
be at each local office, and there is no bench-
mark for what a reasonable workload for each
Crown attorney should be. Workloads varied
significantly among local offices and between
regions—572 charges per Crown attorney at
one office and 1,726 at another, for example.

e Of the Division’s six regions, the Toronto
Region disposed of the most charges in total
in fiscal 2011/12, but it did so at the highest
cost per charge—$437, compared to the aver-
age of $268 for the other regions. The Toronto
Region also disposed of an average of 40%
fewer charges per Crown attorney than the
average of other regions.

e An electronic case-management system,
originally projected to cost $7.9 million
and be completed by March 2010, has been
significantly delayed because of weak project
management oversight, and the fact that
insufficient resources have been dedicated to
the project.




3.03 DIABETES MANAGEMENT
STRATEGY

Diabetes, which results from the body’s partial or
complete inability to produce and/or properly use
insulin, is one of the most common chronic diseases
in Ontario. It can lead to kidney failure, heart
attack, stroke, amputation and blindness if poorly
managed or left untreated. Type 1 diabetes, which
accounts for 10% of cases, is not preventable and
its cause remains unknown. However, Type 2 dia-
betes, which accounts for the other 90% of cases, is
most often preventable with lifestyle changes that
include healthier eating and exercise.

The number of people with diabetes in Ontario
has more than doubled from 546,000 in 2000 to
1.2 million in 2010, and that number is expected to
grow to 1.9 million by 2020. People with diabetes
use the health-care system at about twice the rate
of the general population, and the cost to Ontario’s
health-care system is expected to grow from
$4.9 billion in 2010 to $7 billion in 2020.

In 2008, the Ministry of Health and Long-Term
Care (Ministry) established a four-year $741 million
Ontario Diabetes Strategy (Strategy). The Strategy’s
short-term results have been mixed. The availability
of diabetes care has definitely improved. However,
most diabetes service providers set up with Strategy
funding are underused, and many told us more of
their funding should go toward preventive services.
We noted that 97% of the funding was earmarked
to treat people who already had diabetes, with only
3% for prevention initiatives.

Some of our other observations were as follows:

e eHealth Ontario’s efforts to produce an elec-

tronic Diabetes Registry to allow physicians
and the Ministry to monitor patient data have
been problematic. eHealth had been working
with a private-sector vendor on the Registry,
but the original completion deadline of April
2009 was not met, and the proposed release
date was extended many times. Subsequent
to our audit fieldwork, the contract with the
vendor was terminated in September 2012.
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e eHealth and the vendor signed a $46 million

contract in 2010 that stipulated the vendor
would be paid only after the Diabetes Registry
was launched. eHealth has acknowledged
that this contract traded away much of the
province’s control over the project’s design,
progress and delivery time in exchange for
price certainty. Although no payment had
been made to the vendor and the Registry was
cancelled in September 2012, the Ministry
and eHealth have incurred about $24.4 mil-
lion in internal costs related to the Registry
since 2008/09.

There has been considerable duplication and
overlap in education programs on diabetes.
The provincial Strategy runs 152 Diabetes
Education Programs (DEPs), each with one or
more Diabetes Education Teams consisting of
aregistered nurse, a registered dietician and
other professionals. However, many hospitals
and physicians’ clinics have set up education
programs of their own, with funding from
other sources, leading to service overlaps and
under-utilization of 90% of the DEPs.

The Ministry needs to significantly enhance its
monitoring of funds used by a not-for-profit
organization to which it gives $20 million a
year to manage and fund 47 DEPs in northern
Ontario and a number of diabetes service pro-
viders. The organization has paid a consulting
firm $105,000 since 2009/10 for such services
as “advice on election strategizing” and
“developing relationships with relevant polit-
ical decision-makers.” We also found instances
where staff meal expense claims were not in
line with government policy.

The Ministry has significantly increased the
number of in-province bariatric surgeries—
from 245 in 2007/08 to 2,500 in 2011/12—to
combat Type 2 diabetes in obese people.
However, this still does not meet the current
demand and is actually lower than the 2,900
surgeries done in 2009/10.
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3.04 DRIVE CLEAN PROGRAM

The Ministry of the Environment (Ministry) intro-
duced the mandatory Drive Clean vehicle emissions
program in 1999 as part of its strategy to reduce
smog in Ontario. The program identifies vehicles
whose emission controls are malfunctioning and it
requires that the owners of such vehicles have them
repaired.

The program currently tests vehicles once they
are seven years old, or those older than one year if
ownership is to be transferred. Light-duty vehicles
that were built before 1988 are exempt from the
program, but, otherwise, all vehicles must pass an
emissions test for the owner to renew the registra-
tion or transfer ownership.

Overall, we found that the Drive Clean program
has effective procedures in place to ensure that
vehicles are getting tested and that vehicles whose
emissions exceed the province’s limits are being
identified for repair.

On-road vehicle emissions declined significantly
from 1998 to 2010, and they are no longer among
the major domestic contributors to smog in
Ontario. (Half of Ontario’s smog comes from pol-
lutants that originate in the United States.) As well,
Ministry emissions estimates show that more than
75% of the reduction in vehicle emissions since the
Drive Clean program’s inception is actually due to
factors other than the program, including tighter
manufacturing standards on emission-control
technologies, federal requirements for cleaner fuel
and the fact that older vehicles are being retired.

Some of the other significant issues we noted
during our audit were as follows:

e Beginning January 1, 2013, the program is

to begin using an on-board diagnostic (OBD)
testing method, which can only test vehicles
built from 1998 on. As a result, vehicles built
from 1988 to 1997, which experienced a fail-
ure rate of 11% to 31% in 2010 when tested
with a dynamometer, will be tested using
only the two-speed idle method, which uses

less stringent emissions limits than either the
dynamometer or the OBD testing methods.
Because vehicle owners are not required to
incur any repair costs if the repair estimate
exceeds $450, about 18,000 vehicles were
not fully repaired in 2011. The average repair
bill paid by owners of vehicles that received

a conditional pass was only $255. The most
commonly diagnosed cause of excessive emis-
sions in 2010—a faulty catalytic converter—
was repaired in only one-third of cases. For
vehicles that had only partial repairs in 2011,
the emission readings after the repair were
actually worse for all pollutants in 25% of the
vehicles, and worse for at least one of the pol-
lutants in half of the vehicles.

The Ministry outsources six program services,
including the monitoring of Drive Clean facili-
ties for non-compliant or fraudulent activities,
to the private sector. It recently consolidated
the six separate private-sector service delivery
contracts into one contract and expects a 40%
reduction in annual costs. Until recently, the
Ministry has been diligent in requiring its
service provider to conduct upwards of 1,400
covert audits a year. In recent years, these and
other audit efforts have identified about 3,000
non-compliance issues annually. However,
prior to the planned introduction of a new
compliance program in 2013, the Ministry
reduced the number of covert audits in 2012
to a fraction of what it previously required the
service provider to conduct.

Although one of the program’s stated goals is
to maintain a high level of public acceptance,
the Ministry has not established performance
targets or attempted to measure whether or
not this goal has been achieved in more than
a decade. The only survey to measure public
support for the Drive Clean program was done
12 years ago.



3.05 EDUCATION OF
ABORIGINAL STUDENTS

There are about 242,000 Aboriginal people living
in Ontario, including 158,000 First Nations people,
74,000 Métis and 2,000 Inuit. Data from the 2006
census indicates that only 62% of Aboriginal adults
in Ontario had graduated from high school, com-
pared to 78% of the general population—a gap of
16%. The academic achievement gap is up to 50%
for young adults aged 20 to 24. In this age group,
only 39% of the First Nations people living on
reserves had graduated from high school.

Many Aboriginal students face challenges that
affect their academic achievement, including
poverty, substandard housing and poor nutrition.
Many live in areas with little prospect of employ-
ment, something that can affect how seriously they
take getting an education.

In 2006, the Ministry of Education (Ministry)
identified Aboriginal education as a priority, with a
focus on closing the gap in academic achievement
between Aboriginal and non-Aboriginal students
by 2016. It created the Aboriginal Education Office
(AEQ), which collaborates with Aboriginal com-
munities and organizations, school boards, other
ministries and the federal government, to coordin-
ate Aboriginal education initiatives. Since 2006, the
Ministry has provided $170 million in funding to
support programs for Aboriginal students.

In 2007, the Ministry designed a policy frame-
work to identify Aboriginal students, help develop
support programs and periodically assess their
academic progress. However, the Ministry needs to
more actively oversee the implementation of this
framework to demonstrate what, if any, progress
has been made since 2006 in improving achieve-
ment among Aboriginal students.

Among our significant observations are
the following:

e Five years after the release of the Ontario
First Nation, Métis and Inuit Education Policy
Framework, the Ministry had not assessed its
progress against any of the 10 performance
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measures included in the framework because
it had not required school boards to evaluate
and report on the measures. None of the three
boards we visited had done so.

The Ministry has a guide to help school
boards develop policies for students to
formally identify themselves as Aboriginal.
However, at the time of our audit, fewer than
half of the estimated number of Aboriginal
students in Ontario had been identified. The
Ministry and boards need to identify Aborig-
inal students to better target funding and sup-
port, and determine their academic progress.
The Ministry had not established a baseline
from which to measure the gap in achieve-
ment between Aboriginal and non-Aboriginal
students. Accumulation of credits toward
graduation is a primary indicator of student
success. We asked the Ministry for the most
recent data for Grade 10 credit accumula-
tion for students who identified themselves
as Aboriginal. Only 45% of these students
were on track to graduate from high school,
compared to 74% of the general Grade 10
population. This raises the question of the
Ministry’s ability to meet its goal of closing the
achievement gap by 2016.

Although education on reserves is the finan-
cial responsibility of the federal government,
many of these students eventually transition
into the provincial system. Partly because

of limited per-student funding, on-reserve
schools have generally not been able to
provide the quality of education found in
provincial schools, and studies suggest these
students may be several grade levels behind
when they transfer into the public system. Our
analysis of Education Quality and Account-
ability Office data found that only half of
on-reserve students attending provincial
schools passed the Grade 10 Ontario Sec-
ondary School Literacy Test in the 2010/11
school year.
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3.06 INDEPENDENT HEALTH FACILITIES

In Ontario, about 800 independent health facilities
provide primarily diagnostic services—such as
x-rays, ultrasounds and sleep studies—and about
25 provide surgery—such as cataract and plastic
surgery—or dialysis. Patients generally need a
requisition signed by their physician to receive the
services, and test results are sent to this physician.

The facilities are independently owned and
operated, and more than 97% of them are for-
profit corporations. The Ministry of Health and
Long-Term Care (Ministry), which is responsible
for licensing, funding and coordinating quality
assurance assessments of these facilities, estimates
that about half of them are owned or controlled
by physicians, many of whom are radiologists who
interpret, for example, x-rays.

The Ministry pays facility owners a “facility fee”
for overhead costs such as rent, staffing, supplies
and equipment. In the 2010/11 fiscal year, the Min-
istry paid $408 million in facility fees. Total facility
payments increased by about 4% per year from
2006/07 to 2010/11, primarily because the volume
of services increased. As well, the Ministry pays
physicians a standard “professional fee” for each
service provided in the facilities. The Ministry does
not track the total of these specific professional fees.

Since our 2004 audit, the Ministry has improved
the oversight of facilities. However, several areas of
concern still remain. For example, the Ministry gen-
erally does not allow facilities to relocate to under-
served areas, even though Ministry data indicates
that patients in about half of Ontario municipalities
continue to be underserved for certain diagnostic
services, including radiology and ultrasound. As
well, the Ministry has not researched the current
overhead costs associated with providing the ser-
vices. These costs may have changed significantly
because new technology that allows certain tests to
be done much faster often results in lower overhead
and staffing expenses.

Our other significant observations include
the following:

e Each facility is paid the same amount for each

type of service provided, regardless of the
number of services it performs. Consequently,
larger facilities in urban areas often benefit
from economies of scale, since costs like rent
and reception staff salaries do not increase
proportionately with the number of services
performed. Paying slightly higher fees in loca-
tions with smaller populations and lower fees
in high-density locations might encourage ser-
vices in underserved areas without additional
cost to the Ministry.

Although the Ministry estimates that about
50% of facilities are owned or controlled by
physicians, it has not analyzed the patterns

of physicians referring patients to their own
or related persons’ facilities. Further, many
patients assume they must go to the facility on
their physician’s referral form.

In 2009, the Canadian Association of Radiolo-
gists noted that as many as 30% of CT scans
and other imaging procedures across Canada
contribute no useful information or are
inappropriate. The Ministry’s own estimate
was that about 20% of facility-fee tests are
likely inappropriate.

Unlike hospitals, facilities are assessed by the
College of Physicians and Surgeons of Ontario
to help ensure that, among other things,
diagnostic images are being correctly read

by the facilities’ physicians. However, as of
March 2012, about 12% of facilities had not
been assessed within the previous five years.
Even for assessed facilities, the College asses-
sors did not review the work of all physicians
working at those facilities.

As of March 2012, the Ministry’s X-Ray
Inspection/Services Unit had not inspected
almost 60% of facilities as frequently as
required to ensure that radiation-producing
equipment, including x-ray equipment, was
appropriately shielded to prevent excessive
radiation exposure.




3.07 LEGISLATIVE ESTIMATES
REVIEW PROCESS

The Ontario government spends about $120 bil-
lion a year on public services. The government sets
spending priorities and manages service delivery,
but it must seek the approval of the Legislature
each year for its spending plans.

In recent years, the Ontario budget has been
presented to the Legislative Assembly in early
spring. However, the budgetary process starts sev-
eral months earlier. The government provides min-
istries with broad spending guidelines that reflect
its priorities and fiscal outlook. The ministries then
put forward their proposed spending plans for the
public services they manage. Ministry plans, once
reviewed and approved by the Treasury Board and
Management Board of Cabinet, form the basis for
the budget, which also reflects the expected rev-
enues to support the proposed expenditures.

Ministry spending plans are sub-divided by
program area and spending activity, and these
are then summarized in a document titled Esti-
mates. This document, which must be tabled by
the government no later than 12 sessional days
after the budget’s release, represents the gov-
ernment’s formal request to the Legislature for
spending approval.

In Ontario, the Standing Committee on
Estimates (Committee) reviews the estimates of
at least six, but not more than 12, ministries or
government offices each year. The Committee cur-
rently comprises members of the provincial Parlia-
ment (MPPs) from the three political parties that
have elected members. During the review process,
ministers and senior staff of the ministries appear
before the Committee to explain their estimates
and answer questions. When the Committee com-
pletes its review, it reports back to the Legislature.

MPPs may also debate the Estimates in the
Legislature. After the Legislature approves them,
they constitute the legal spending authority for
the government.
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We last reviewed the legislative estimates review
process in 1995. As we did in 1995, we again inter-
viewed three MPPs from each party who had served
on the Estimates Committee. We supplemented
our interviews with current MPPs by meeting with
three former, long-serving MPPs, who, in total,
had more than 80 years of experience as elected
members, to get their historical perspective on the
legislative estimates review process. The consensus
of almost all of the MPPs we interviewed echoed
the comments members made in 1995—that is,
that the process is still not very effective in provid-
ing meaningful scrutiny of government spending
plans. However, members made it clear that the
hearings of the Committee are worthwhile because
they provide the only real opportunity to directly
question ministers outside of the Legislature’s
question period.

Our research did not identify any Westminster-
style parliaments that had truly effective estimates
review processes. Many are wrestling with the same
concerns expressed by Ontario MPPs. Indeed, a
2005 International Monetary Fund study noted that
Westminster-style legislatures in general have very
limited budgetary oversight, and ranked the parlia-
ments of Canada, Australia, the United Kingdom
and New Zealand as having the weakest budgetary
oversight processes of any Western countries.

We offered these ideas for making more effect-
ive use of the limited time committee members
have available:

e Consider a short in camera estimates briefing
for members in advance of the formal hear-
ings for each ministry.

e Consider requesting that ministry briefing
books combine information on spending plans
with past and current performance reporting
to provide a better basis for legislators to
assess what results are being achieved and
planned for proposed expenditures.

e Consider selecting a few specific ministry
programs for a more in-depth review by the
Committee, perhaps with only senior ministry
officials in attendance.
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3.08 LONG-TERM-CARE HOME
PLACEMENT PROCESS

Long-term-care homes (LTC homes) provide care,
services and accommodation to people who need
to have 24-hour nursing care available, supervision
in a secure setting or frequent assistance with activ-
ities of daily living.

The Long-Term Care Homes Act (Act) authorizes
the province’s 14 Community Care Access Centres
(CCACs) to determine eligibility for LTC home
admission, prioritize eligible people on wait lists
and arrange placement when a bed becomes avail-
able. In fiscal 2011/12, CCACs placed more than
25,000 people, 85% of whom were 75 or older, in
Ontario’s 640 LTC homes. The 76,000 long-term-
care beds in these homes are 97% occupied. Each
CCAC reports to one of the province’s 14 Local
Health Integration Networks (LHINs). The Ministry
of Health and Long-Term Care (Ministry), to which
the LHINs are accountable, is responsible for ensur-
ing that CCACs comply with the Act’s LTC home
placement provisions.

Since 2005, the number of Ontarians aged 75
and over has increased by more than 20%, which is
undoubtedly one reason why the median amount
of time people wait for an LTC home bed has almost
tripled—from 36 days in the 2004/05 fiscal year
to 98 days in 2011/12. Although wait times have
decreased somewhat since July 2010, when tighter
eligibility criteria in the Act took effect, Ontario’s
population of those aged 75 and up is expected
to grow by almost 30% from 2012 to 2021 and to
further increase beginning in 2021 when the baby
boomers start to turn 75, likely creating additional
demand for long-term care.

Many factors that affect wait times for place-
ment are out of the control of CCACs. For instance,
the Ministry is responsible for how many LTC home
beds are available. As well, people are allowed to
select the LTC homes they are willing to be placed
in, and LTC homes may reject applications.

The Ministry has recognized that, given
Ontario’s aging population, it is critical that
alternatives be developed to long-term care. CCACs

use a standardized process to determine client
eligibility, including considering alternatives to
long-term care. However, more needs to be done to
ensure that crisis cases are prioritized consistently.

Overall, the three CCACs we visited were man-

aging various areas of their LTC home placement
process well, but all had areas that needed improve-
ment. Our observations included the following:

e 19% of people waiting in hospital for an LTC
home bed had applied to only one LTC home,
even though the selected home may have
a long waiting list. It has been shown that
remaining in hospital longer than is medic-
ally necessary is detrimental to a person’s
health, is more costly than community-based
care alternatives and takes up beds that are
needed by other patients.

e March 2012 LTC home wait-list data indicated
that crisis clients had waited a median of 94
days up to that point; moderate-needs clients
had waited 10 to 14 months; and most other
eligible clients had waited years. During the
2011/12 fiscal year, 15% of clients died before
receiving LTC home accommodation.

e While 36% of clients were placed in their
first choice of homes, others accepted an
alternative LTC home but stayed on their
preferred home’s wait list. In March 2012,
40% of people on wait lists for a particular
home resided in another home. Because crisis
clients get priority, non-crisis clients may find
it difficult to access the more popular homes.

e Applicants in some areas of the province get
into LTC homes more quickly than others.

At one CCAC, 90% of clients were placed
within 317 days, whereas at another, it took
1,100 days.

e Clients able to pay for private or semi-private
rooms are generally placed more quickly
because homes can have up to 60% of their
beds in such rooms, but only 40% of people
apply for them.

e The CCACs we visited did not periodically
review whether the highest priority clients
were offered the first available beds.




3.09 METROLINX—REGIONAL
TRANSPORTATION PLANNING

Metrolinx, an agency of the Ontario government,
was established to provide leadership in the
coordination, planning, financing and development
of an integrated transportation network in the
Greater Toronto and Hamilton Area (GTHA).

In November 2008, Metrolinx formally adopted
its Regional Transportation Plan (RTP), which sets
out the priorities, policies and programs for imple-
menting a GTHA transportation system over 25
years at an estimated cost of $50 billion.

The GTHA suffers from congested roads and
highways, and public transit systems are increas-
ingly unable to meet the needs of a growing
population. The creation of a Crown agency such
as Metrolinx is a reasonable strategy toward imple-
menting an integrated transportation network in
the GTHA. Other jurisdictions that have faced this
problem have used similar stand-alone agencies to
coordinate regional transportation planning.

To deliver on its goals, Metrolinx must, among
other things, consult with stakeholders and make
sure that individual projects contribute to a seam-
less and efficient transportation network; that each
project has a sound cost-benefit analysis; and that
risks are managed and projects are delivered cost-
effectively and on time.

However, our review of several significant
projects in the early stages of the RTP identified a
number of issues that must be addressed by Metro-
linx if it is to meet these best practices, including
the following:

® We believe that Metrolinx’s initial assump-

tions about projected annual ridership on

the Air Rail Link (ARL) between Union Sta-
tion and Pearson Airport may be optimistic.
Although a final decision has not been made
on whether the ARL must recover its annual
operating costs and any of its capital construc-
tion costs, operating it on a break-even basis,
if that is indeed the objective, may not be
feasible. Metrolinx itself conducted a market
assessment that suggested ARL ridership may
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not meet its initial assumptions given the esti-
mated fare level.

e The two major projects related to the revital-
ization of Union Station have experienced
significant cost increases over their initial
estimates. The cost of restoring the train
shed could reach $270 million—25% more
than Metrolinx’s initial estimate. The cost of
replacing the switches in the Union Station
Rail Corridor could be more than twice the
$38 million on the original purchase order.

As well, we found a number of issues with the

Presto fare-card system that Metrolinx has deemed
key to implementing a region-wide integrated
transit fare system. Specifically:

e Because fares for GTHA transit systems are
not themselves integrated, the Presto card has
not yet facilitated fare integration.

e Along with Ottawa’s transit body, the Toronto
Transit Commission has only now condition-
ally approved the adoption of Presto. However,
to meet the requirements of Toronto and
Ottawa, Presto Next Generation (PNG) is
being developed at an anticipated cost of
$498 million. The total cost of developing
the original Presto system and PNG may well
be more than $700 million, placing it among
the more expensive fare-card systems in the
world. Instead of competitively tendering the
development of PNG, Metrolinx decided to
develop it through open-ended change orders
under the existing vendor’s contract. We
believe tendering would have informed Metro-
linx of potential new developers and, possibly,
of more cost-effective technology solutions.

e Presto has been in service for about two years,
but its overall usage among participating
GTHA transit systems was only about 18% as
of March 31, 2012. In the 905 region, seven
of eight municipal transit agencies use Presto,
but its overall usage on those systems is only
6%. These transit agencies cannot eliminate
their old fare systems in favour of Presto
because of the card’s limitations.
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3.10 ONTARIO PROVINCIAL POLICE

The Ontario Provincial Police (OPP) provides front-
line police services in areas that do not have their
own police forces, patrols provincial highways, and
conducts investigations into complex criminal cases
and organized crime. It also offers policing services,
under contract, to municipalities that request them
and provides emergency and other support services
to all communities in the province.

The OPP employs about 6,300 police officers
and 2,300 civilian employees. It operates 78 detach-
ments and 87 satellite police stations.

OPP operating expenditures totalled $979 mil-
lion in the 2011/12 fiscal year, with staffing costs
making up 87% of that amount. The OPP provides
municipal policing services to 322 municipalities on
a cost-recovery basis, as well as to 19 First Nations
communities, and was reimbursed $362 million.

Over the last two decades, crime rates across
Canada have declined by more than 40%, and
Ontario has been part of this trend. Since our last
audit of the OPP in 2004/05, crime rates reported
by the OPP have decreased 10%, and serious motor
vehicle accidents have also been trending down,
with both fatalities and injuries decreasing. Over
the last five years, the number of calls for service
the OPP has responded to or initiated has remained
relatively stable.

However, OPP expenditures net of recoveries
from municipalities have increased by 27% over the
last five years. Most of the increase has occurred
because more officers have been hired and staff
have received higher compensation. We found that
many other large police forces in Canada have had
similar expenditure increases, notwithstanding
the declining rates of crime and serious motor
vehicle accidents.

We found in our current audit that many of the
issues we reported on in 2005 continue to exist.
Our major observations include the following:

e We found that officers face significantly differ-

ent workloads depending on where they are
assigned, with some officers handling 54% to
137% more calls than officers in other detach-
ments. The reason for this may be a staffing
model that is almost 30 years old and that is
used to deploy only about 45% of the 2,800
front-line officers.

In 2005, the OPP told us it was working

with the RCMP on a new officer-deployment
computer model. The OPP has since claimed it
uses this new model, but it does not. In March
2012, the OPP’s existing model calculated that
the force needed 500 more front-line officers,
whereas the new model calculated it needed
50 fewer officers.

OPP management had little control over shift
scheduling at detachments, and almost all offi-
cers choose to work 12-hour shifts. This results
in overstaffing during slow early-morning
hours; addressing this could result in savings
in the range of $5 million to $10 million.

OPP officers are among the highest compen-
sated officers in Canada. Officers and civil-
ians receive certain benefits to which other
members of the Ontario public service are not
entitled, including significantly better pen-
sion benefits and other allowances.

Although the OPP had lowered its overtime
costs for 2004/05 by 10% to $33 million,
overtime costs have increased by 60% to

$53 million since then.

The overall cost of OPP services for municipal-
ities from 2007 to 2011 increased an average
of 29% for those with contracts and 19% for
those without—up to three times the annual
inflation rate. While municipal officials told

us that they were very satisfied with the OPP
services they received, they expressed concern
about these cost increases.




3.11 TAX COLLECTION

The Ministry of Finance (Ministry), through its Col-

lections Branch (Branch), is responsible for the col-
lection of a significant portion of the unpaid taxes
owed to the province. To collect unpaid taxes, the
Branch sends notices by mail, contacts taxpayers
by phone and sometimes visits in person. If taxes
remain unpaid, collectors can use garnishments,

register liens, or obtain warrants for the seizure and

sale of taxpayers’ property.

As of March 31, 2012, about 90% of the tax the
Branch was responsible for collecting related to
Corporations Tax and Retail Sales Tax. The Canada
Revenue Agency (CRA), which is responsible for
collecting personal income tax on behalf of the
province, also began administering Corporations
Tax on behalf of the province in January 2009.
Similarly, the CRA administers the Harmonized
Sales Tax, which replaced the provincial Retail
Sales Tax in July 2010. As a result, about 75% of
the Branch’s 400 staff members were transferred
to the CRA in March 2012. However, the Ministry
is still responsible for collecting Corporations Tax
and Retail Sales Tax amounts owing prior to their
transfer to the CRA. The Ministry expects that by
2014 it will have wound down most of its work on
collecting these amounts.

In the 2011 Ontario Budget, the government
proposed centralizing the collection of all gov-
ernment non-tax revenue within the Ministry
of Finance. Under this proposal, the Collections
Branch would also collect non-tax revenue on
behalf of other provincial ministries.

Over the last five years, the Branch collected
about $6 billion of the approximately $330 billion
in taxation revenue generated by the province,
while the remaining amount was generally remit-
ted voluntarily. As of March 31, 2012, the Branch
expected it may need to write off up to $1.4 billion
of the $2.46 billion in taxes owing that it was
responsible for collecting. The write-off would be
mostly from older accounts that have accumulated
for years and that have been expensed in the
accounts of the province.
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The Branch has strengthened its collections
process in recent years by improving how it priori-
tizes accounts and by developing guidelines to help
collectors carry out and document their work. How-
ever, in a number of cases we reviewed, we found
that collection actions were often not taken soon
enough, and that enforcement tools available to
collectors were not used to their full extent. Some
of our significant observations are as follows:

e Research has shown that the probability of
full collection on a delinquent account drops
dramatically as time passes. We found that
once an account entered collections, it took
an average of seven months for collectors to
attempt to reach the taxpayer by phone. We
also noted that in more than two-thirds of the
cases in our sample, there was at least one
instance where no collection action was taken
for six months or more.

e Visiting a taxpayer’s premises increases the
likelihood of collecting what is owed. Field
visits were not made in a number of accounts
we reviewed, although we felt they were
warranted. For example, the Branch tried
unsuccessfully for nearly two years to reach by
phone a taxpayer who owed $100,000 in sales
tax and had broken a payment arrangement,
but it made no field visit.

e The Branch appropriately registered liens
and warrants on properties, but, in a number
of cases that we reviewed, it then failed to
enforce the liens and warrants for the seizure
and sale of those properties.

e With the Branch losing 75% of its workforce
because of the transfer of responsibilities to
the CRA, many collectors’ caseloads doubled
or even tripled. This could result in even more
write-offs than are expected. The Branch
received approval in fiscal 2009/10 to hire
temporary employees to compensate for the
eventual loss of personnel, but at the time of
our audit, the Branch had not fully evaluated
its post-transfer needs and, as a result, no
additional staff had been hired.
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3.12 UNIVERSITY UNDERGRADUATE
TEACHING QUALITY

In 2010/11, Ontario’s 20 publicly assisted universi-
ties had the equivalent of about 390,000 full-time
students eligible for provincial funding. These
universities employed about 15,000 full-time fac-
ulty, including tenure-stream staff with teaching
and research responsibilities, teaching staff with
no research responsibilities and part-time sessional
instructors under contract.

The Ministry of Training, Colleges and Universi-
ties (Ministry) expects that 70% of all new jobs will
require education and training beyond the high
school level, and its goal is to have 70% of Ontar-
ians attain post-secondary credentials by 2020.

From the Ministry’s perspective, a university’s
most important mandate is that it does a good job
of teaching its students and preparing them for the
future workforce. We believe students, their parents
and the public would agree.

The deans and faculty or department heads we
spoke to at the three universities we visited told
us that it is not easy to quantify and assess under-
graduate teaching quality. Nevertheless, most felt
that measures could be developed to offer insight
into teaching quality.

Although neither the Ministry nor the universi-
ties we visited were formally assessing or reporting
on teaching performance on a regular basis, we
found information was available that could be
used to do so. For instance, all Ontario universities
encourage students to complete formal evaluations
of each course they take. However, we found that
little aggregate analysis of the student evaluations
was done at the universities we visited. Only about
a quarter of Ontario’s universities indicated that
they make the summarized results of these evalua-
tions available to students to help them choose
their courses.

All three of the universities we visited had
put some processes in place to improve teaching
quality, including establishing teaching centres
and giving consideration to teaching performance

when making decisions on promotions and tenure.
However, we feel universities need to better ensure
that teaching quality is valued, encouraged and
rewarded. Our key observations are as follows:

e A number of faculty told us their annual
performance appraisals did not provide them
with appropriate feedback on teaching per-
formance. We noted examples where student
evaluations had been critical of teaching
performance, but there was no evidence that
specific guidance was provided or that faculty
members had sought assistance to improve
their teaching skills. None of the universities
we visited required that written performance
appraisals be provided to sessional instruct-
ors, even though these people accounted for
10% to 24% of full-time-equivalent staff.

e Ontario universities in general do not require
faculty members to have formal training
in teaching. Records at the teaching and
learning centres of two of the universities
we visited showed that faculty attendance at
teaching workshops averaged less than one
hour per instructor per year. At one university,
student course evaluation results showed the
education faculty consistently outperformed
other faculties in overall teacher effectiveness
ratings. Interestingly, we were told that virtu-
ally all members of this faculty had formal
training in teaching methods.

e The Ministry is making progress toward
achieving its goal of having 70% of Ontario’s
population hold post-secondary credentials by
2020. However, two years after graduation,
only 65% of graduates surveyed by the Min-
istry were employed full-time in a job that was
related to the skills acquired in their studies.
The Ontario Undergraduate Student Alliance
indicated to us that students would find infor-
mation on graduate employment outcomes
beneficial in choosing their university and
program of study.




3.13 YOUTH JUSTICE
SERVICES PROGRAM

The Ministry of Children and Youth Services (Min-
istry) provides community and custodial programs
and services to Ontario youths aged 12 to 17 who
are primarily awaiting trial after being charged
with a crime, or who have been found guilty by a
court. The Youth Justice Services program aims to
reduce the incidence of reoffending and to contrib-
ute to community safety, largely through rehabilita-
tive programming.

During fiscal 2011/12, the average daily popula-
tion in Ontario’s youth justice system was about
9,200—8,600 under community supervision and
600 in youth custody/detention facilities (200 in
open facilities and 400 in secure facilities).

In 2011/12, the Ministry spent $370 million
on the Youth Justice Services program, including
$168 million in transfer payments to approximately
200 community-based agencies. The federal gov-
ernment contributed $67 million toward these costs
under various cost-sharing agreements.

Like many other jurisdictions, the program
has undergone a shift in philosophy over the last
decade, from an incarceration-based approach to a
community-based rehabilitation approach.

From the 2005/06 to the 2010/11 fiscal years,
total program expenditures in the Youth Justice
Services program increased by 25%-30%, while
the number of youths served increased by only
5%. As well, ministry operating costs grew at a
much faster rate than funding to transfer-payment
agencies, even though the agencies have had to
increase the number of programs and services they
provide because of the shift to community-based
rehabilitation.

Our other observations included the following:

e The growth in direct operating costs is primar-

ily due to an increase in employee costs. Over
the five-year period ending 2010/11, the num-
ber of full-time employees in all youth justice
program areas increased substantially, with
the exception of probation offices. More than
60% of all full-time ministry staff in the Youth
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Justice Services program were working in
Ministry-operated secure facilities. Although
the average daily youth population in these
facilities decreased by 37% from 2006/07 to
2010/11, the number of full-time youth servi-
ces officers increased by 50%.

In fiscal 2010/11, on average, about 50% of
the beds in custody facilities were occupied.
Over the years, the Ministry has tried to
improve the utilization rate by reducing the
number of beds available in the system, either
by closing facilities or by funding fewer beds
in existing facilities. However, the Ministry
projects that the overall utilization rate will
still be just 58% in 2012/13.

The average daily cost per youth varies signifi-
cantly among custody/detention facilities. For
example, in 2011, the average daily cost per
youth ranged from $331 to $3,012 for agency-
operated open facilities, from $475 to $1,642
for agency-operated secure facilities, and
from $1,001 to $1,483 for Ministry-operated
secure facilities.

The Ministry’s “single-case management”
model has been a positive initiative. The aim
is to have a youth’s case assigned the same
probation officer any time the youth is in the
system. As well, in our review of case files,
we noted many times where the knowledge
and experience of probation officers was put
to good use to manage youths’ needs. How-
ever, many of the required risk assessments
and identified rehabilitation needs were not
being documented. Also, many court-ordered
conditions were not being complied with, or
we could not determine compliance because
there was not enough documentation or the
conditions were unverifiable.

Ministry recidivism (reoffending) rates were
35% for youths with community sentences
and 59% for youths who had served custody
sentences. However, these recidivism statistics
exclude more than 80% of youths who have
come into contact with the program.



Chapter 2

Public Accounts
of the Province

fiscal results for the year ended March 31, 2012,
I ntrOd u cti on including some details of what the government
accomplished in the fiscal year. Providing such
information enhances the fiscal accountability of
the government to both the Legislative Assembly
and the public.

Ontario’s Public Accounts for each fiscal year end-

ing on March 31 are prepared under the direction

of the Minister of Finance, as required by the Finan-
cial Administration Act (Act). The Public Accounts
comprise the province’s annual report, including

The three supplementary volumes of the Public
Accounts consist of the following:

., ) ] ] @ Volume 1—statements from all ministries and
the province’s consolidated financial statements, L ]
. a number of schedules providing details of the
and three supplementary volumes of additional . .
. . . province’s revenues and expenses, its debts
financial information. R ]
, o . and other liabilities, its loans and investments,
The government’s responsibility for preparing ! . .
. i . . and other financial information;
the consolidated financial statements involves . } .
. . o . @ Volume 2—audited financial statements of
ensuring that the information, including the many L L. .
. ) ) significant provincial corporations, boards,
amounts based on estimates and judgment, is pre- oo o
. . . and commissions whose activities are
sented fairly. The government is also responsible for . ) ., . )
. . . included in the province’s consolidated finan-
ensuring that an effective system of control, with . .
- o cial statements, as well as other miscellaneous
supporting procedures, is in place to ensure that . . .
. ) audited financial statements; and
transactions are authorized, assets are safeguarded, . o
o e Volume 3—detailed schedules of ministry
and proper records are maintained.

My Office audits these consolidated financial
statements. The objective of our audit is to obtain

payments to vendors and transfer-payment
recipients.
My Office reviews the information in the prov-

reasonable assurance that the statements are freeof | | .
. . . o ince’s annual report and in Volumes 1 and 2 of the
material misstatement—that is, free of significant . . ) .

L . . . Public Accounts for consistency with the informa-
errors or omissions. The consolidated financial . . . . )
. . tion presented in the province’s consolidated finan-
statements, along with my Independent Auditor’s .
. } L, cial statements.
Report, are included in the province’s annual report. ) . .
., The Act requires that, except in extraordinary
The province’s 2011/12 annual report also con- . .
. . . . . . circumstances, the government deliver its annual
tains a Financial Statement Discussion and Analysis . . .
report to the Lieutenant Governor in Council within

section that provides additional information
P 180 days of the end of the fiscal year. The three

regarding the province’s financial condition and
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supplementary volumes must be submitted to the
Lieutenant Governor in Council within 240 days

of the end of the fiscal year. Upon receiving these
documents, the Lieutenant Governor in Council
must lay them before the Legislative Assembly or,
if the Assembly is not in session, make the informa-
tion public and then lay it before the Assembly
within 10 days of the time it resumes sitting.

This year, the government released the prov-
ince’s 2011/12 Annual Report and Consolidated
Financial Statements, along with the three Public
Accounts supplementary volumes, on Septem-
ber 13, 2012, meeting the 180-day deadline.

In conducting our annual audit of the Public
Accounts we work closely with the Ministry of
Finance (Ministry) and particularly with the Office
of the Provincial Controller. While we might not
always agree on financial reporting issues, our
working relationship has always been professional
and constructive.

The Province’s 2011/12

Consolidated Financial
Statements

The Auditor General Act requires that I report
annually on the results of my examination of the
province’s consolidated financial statements. I am
pleased to report that my Independent Auditor’s
Report to the Legislative Assembly on the province’s
consolidated financial statements for the year
ended on March 31, 2012, is free of reservations. It
reads as follows:

Independent Auditor’s Report

To the Legislative Assembly of the Province of
Ontario

I have audited the accompanying consolidated
financial statements of the Province of Ontario,

which comprise the consolidated statement of
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financial position as at March 31, 2012, and the
consolidated statements of operations, change
in net debt, change in accumulated deficit,

and cash flow for the year then ended and a
summary of significant accounting policies and

other explanatory information.

Management’s Responsibility for the Consoli-
dated Financial Statements

The Government of Ontario is responsible for
the preparation and fair presentation of these
consolidated financial statements in accord-
ance with Canadian public sector accounting
standards, and for such internal control as the
Government determines is necessary to enable
the preparation of consolidated financial state-
ments that are free from material misstate-
ment, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on
these consolidated financial statements based
on my audit. I conducted my audit in accord-
ance with Canadian generally accepted aud-
iting standards. Those standards require that
I comply with ethical requirements and plan
and perform the audit to obtain reasonable
assurance about whether the consolidated
financial statements are free from material
misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the consolidated financial state-
ments. The procedures selected depend on the
auditor’s judgment, including the assessment
of the risks of material misstatement of the
consolidated financial statements, whether
due to fraud or error. In making those risk
assessments, the auditor considers internal
control relevant to the entity’s preparation and
fair presentation of the consolidated financial
statements in order to design audit procedures
that are appropriate in the circumstances, but



not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal
control. An audit also includes evaluating
the appropriateness of accounting policies
used and the reasonableness of accounting
estimates made by the Government, as well
as evaluating the overall presentation of the

consolidated financial statements.

I believe that the audit evidence I have
obtained is sufficient and appropriate to pro-

vide a basis for my opinion.

Opinion

In my opinion, these consolidated financial
statements present fairly, in all material
respects, the consolidated financial position
of the Province of Ontario as at March 31,
2012 and the consolidated results of its oper-
ations, change in its net debt, change in its
accumulated deficit, and its cash flows for the
year then ended in accordance with Canadian
public sector accounting standards.

[signed]

Jim McCarter, FCA
Toronto, Ontario  Auditor General
September 6, 2012 Licensed Public Accountant

The above audit opinion is without any reserva-
tion, which indicates that the consolidated financial
statements fairly present the province’s fiscal results
for the 2011/12 fiscal year and its financial position
at March 31, 2012. This “clean” audit opinion
means that based on our audit work, I can reason-
ably conclude that the province’s consolidated
financial statements have been prepared in accord-
ance with accounting standards the Canadian Insti-
tute of Chartered Accountants (CICA) recommends
for governments when preparing their financial
statements. In other words, I am communicating
to users that the province’s consolidated financial
statements do not have any material or significant
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errors and provide a fair reflection of what has
actually transpired during the year.

If I were to have significant concerns with the
government’s compliance with the CICA accounting
standards, I would be required to issue an audit
opinion with a reservation. An audit opinion with a
reservation means significant financial transactions
have either not been recorded or not been recorded
properly in the province’s consolidated financial
statements.

In determining whether a reservation is needed,
auditors consider the materiality or significance of
the unrecorded or misstated item in relation to the
overall consolidated financial statements. An item
is material if it is considered significant to financial
statement users. An assessment of what is material
(significant) and immaterial (insignificant) is based
primarily on my professional judgment. Essentially,
I ask the question “Is this error or misstatement sig-
nificant enough that it could affect decisions made
by users of the province’s consolidated financial
statements?” If the answer is yes, then I consider
the error or omission material.

To make this assessment I calculate a materiality
threshold. Historically, this threshold has been set
at around 0.5% of total government expenses or
revenues for the year. If the misstated items indi-
vidually or collectively exceed the threshold, and
management was not willing to make the required
adjustments, a reservation in my audit opinion
would normally be required. However, no such
reservation was required this year.

As a final comment, I wish to point out that it
is a notable achievement that in the past 19 years,
all Ontario governments, regardless of the polit-
ical party in power, have complied in all material
respects with the CICA standards. Accordingly, my
predecessor and I have been able to issue “clean”
audit opinions on the province’s consolidated
financial statements since the province moved to
adopt the CICA’s Public Sector Accounting Board
standards in the 1993/94 fiscal year.




Update on Ontario’s Debt

Burden

In our 2011 Annual Report, we discussed the differ-
ent measures of government debt—total debt, net
debt, and accumulated deficit. We noted that the
province’s growing debt burden was attributable

to government borrowing to finance recent large
deficits and increased infrastructure spending. We
compared Ontario’s ratio of net debt-to-GDP to
other Canadian and international jurisdictions, and
highlighted the consequences to the province of
carrying a large debt load.

In updating our debt analysis this year, we
observe that the province’s debt, whether measured
by total debt, net debt, or accumulated deficit con-
tinues to increase, as illustrated in Figure 1.

While the government has not provided details
on its projected debt beyond the 2014/15 fiscal
year, we estimate that if the government balances
its books as it projects in 2017/18, Ontario’s total
debt, which represents the total amount of money
the government owes to outsiders in the form of
bonds issued in the public capital markets, non-
public debt, T-bills and U.S. commercial paper, will
still total more than $340 billion or double what the
outstanding debt was at the end of 2007/08. Net
debt, which is the difference between the govern-
ment’s total liabilities and its financial assets, will
likely surpass $320 billion, and the accumulated
deficit, which represents the sum of all past
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annual deficits and surpluses, will stand at around
$210 billion by 2017/18.

ONTARIO’S NET DEBT

We noted last year that net debt is often considered
the best measure of a government’s fiscal situation.
While it is important to examine whether net debt is
increasing or decreasing over time, the level of debt
relative to the size of the economy—that is, net
debt to gross domestic product (GDP)—is generally
considered to be a good indicator of a government’s
ability to manage its debt load. When this ratio is
rising, it means the government’s net debt is grow-
ing at a faster rate than the provincial economy.

Ontario’s net debt-to-GDP ratio has risen stead-
ily from a low of 26.8% in 2007/08 to 36.9% in
the 2011/12 fiscal year, as illustrated in Figure 2.
The projected growth in this ratio indicates that
government debt will continue to grow at a faster
rate than the provincial economy until 2015/16,
when the expected growth rate of government
debt will fall below the expected growth rate of the
provincial economy.

Another useful tool for assessing Ontario’s
debt load is to compare it with other Canadian
jurisdictions. Figure 3 illustrates the net debt of the
federal government and the provinces, along with
their respective ratios of net debt to GDP, and the
amount of debt owed by each resident of the juris-
diction. As of March 31, 2012, with the exception
of the province of Quebec and the federal govern-
ment, Ontario has the highest net debt-to-GDP ratio

Figure 1: Total Debt, Net Debt, and Accumulated Deficit, 2007/08-2014/15 ($ million)

Source of data: 2012 Ontario Budget, 2011/12 Province of Ontario Annual Report and Consolidated Financial Statements, 2012 Ontario Economic Outlook

and Fiscal Review, and the Office of the Auditor General of Ontario

Actual Estimate

Total debt 162,217 176,915 212,122 236,629 257278 278,000 297500  314,100°
Net debt 156,616 169,585 193,589 214,511 235,582 257,600  277,600° 293,300°
Accumulated deficit 105,617 113,238 130,957 144,573 158,410 172,800  185,600°  195,700°

a. 2012 Ontario Budget
b. 2011/12 Province of Ontario Consolidated Financial Statements
¢. 2012 Ontario Economic Outlook and Fiscal Review



and the highest amount of debt owed by residents
of a jurisdiction.

CONSEQUENCES OF HIGH
INDEBTEDNESS

In our 2011 Annual Report, we highlighted that the
province’s escalating indebtedness has a number of
negative consequences. These include:

e debt-servicing costs taking away funding

needed for other programs;

e greater vulnerability to increases in interest

rates; and

e potential credit-rating downgrades and chan-

ges in investor sentiment.

At that time, some analysts saw little evidence
to suggest that Ontario’s credit rating needed to be
downgraded, although some noted that Ontario’s
large borrowing requirements, along with its grow-
ing reliance on foreign lenders, would increase
this risk. However, there have been a number
of developments in this regard since our 2011
Annual Report.

ONTARIO’S CREDIT RATING

A credit rating is an assessment of a borrower’s
creditworthiness with respect to specified debt obli-

Figure 2: Ontario Net Debt-to-GDP Ratio,
2005/06-2017/18 (%)

Source of data: 2012 Ontario Economic Outlook and Fiscal Review
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gations. It indicates the capacity and willingness
of a borrower to pay the interest and principal on
these obligations in a timely manner. The province
requires ratings from recognized credit-rating agen-
cies to issue debt in capital markets. The three main
credit-rating agencies are Moody’s Investors Service
(Moody’s), Standard and Poor’s (S&P), and DBRS.
Credit-rating agencies assess a government’s
creditworthiness largely based on its capacity to
manage its debts, and they consider such factors
as that government’s economic resources and
prospects, institutional strengths, financial health,
and susceptibility to major risks. Investors use this
credit rating when making investment decisions.
Credit ratings influence borrowing conditions by
affecting both the cost and the availability of credit.
A credit rating has an impact on the cost of future
government borrowing because a lower rating indi-
cates that the agency believes the risk of the govern-
ment defaulting on its debt is higher, and investors
will accordingly demand a greater risk premium in
the form of a higher interest rate before they will
lend to that jurisdiction. A rating downgrade can
also result in a reduction of the potential market for
a government’s debt, as some investors are unable
(due to contractual or institutional constraints) or
unwilling to hold debt below a certain rating.
Credit-rating agencies use letter designations
to rate a jurisdiction’s debt. For example, Moody’s
assigns credit ratings of Aaa, Aa, A, Baa, Ba, B,
Caa, Ca, C, WR (withdrawn) and NR (not rated).
Obligations rated Aaa are judged to be of the high-
est quality and subject to the lowest level of credit
risk, whereas obligations rated C are the lowest
rated and are often in default, with little prospect
for recovery of principal or interest. S&P and DBRS
assign similar credit ratings ranging from AAA to D.
In addition to a credit rating, the agency may
issue a credit outlook that indicates the potential
direction of a rating over the intermediate term,
typically six months to two years. When determin-
ing a rating outlook, the agency considers any
changes in economic or fundamental business con-
ditions. An outlook is not necessarily a precursor of
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Figure 3: Net Debt ($), Net Debt to GDP (%) and Net Debt Per Capita ($) of Canadian Jurisdictions, 2011/12 and
2010/11

Source of data: 2011/12 Province of Ontario Annual Report and Consolidated Financial Statements, 2012 Federal Budget and budget updates,
2011/12 Annual Report and Consolidated Financial Statements of other provinces, 2012 provincial budgets, Statistics Canada, and the
Office of the Auditor General of Ontario

2011/12 2010/11

BC 35,973 170 7,815 30,637 15.2 6,728
AB (18,991) (6.6) (4,901) (21,653) (7.4) (5,784)
SK 3,560 6.3 3,343 3,783 6.2 3,600
MB 14,511 25.5 11,814 12,837 24.0 10,322
ON 235,582 36.9 17,647 214,511 35.0 16,134
QC 170,887 51.2 21,436 158,955 50.1 20,021
NB 10,046 32.6 13,311 9,480 33.2 12,565
NS 13,243 35.0 14,049 12,837 35.7 13,549
PEI 1,737 35.1 15,094 1,695 34.9 15,866
NL 7,769 235 12,037 8,129 28.8 11,723
Federal 650,135 378 18,796 616,900 38.0 17,987

a rating change but rather informs investors about IMPACT OF LOWER CREDIT RATING/
the agency’s view of the potential evolution ofarat- ~ REVISED OUTLOOK

ing—either up or down. A positive outlook means
& . p‘ . p . While downgrades and poorer outlooks for the
that a rating might be raised. A negative outlook . , . . . .
] . provinces’ credit ratings theoretically increase a

means that a rating might be lowered, and a stable , . .
L. . government’s future borrowing costs, there is no
outlook means that a rating is not likely to change . . .
. evidence yet suggesting these latest ratings have
in the short term. R ’ ., .
. . . . had a significant impact on Ontario’s borrowing
All three credit-rating agencies updated their ., . .
L o costs. Ontario’s bond interest costs have remained

assessment of the province’s credit rating shortly

after the government released its 2012 budget.
Moody’s had put the province on a credit watch in
December 2011, and in April 2012 it downgraded
Ontario’s credit rating from Aal to Aa2. On the
other hand, in April 2012 S&P revised its outlook
on Ontario to “negative” from “stable” and main-

relatively unchanged since the ratings were
revised, which indicates investors still want to hold
Ontario debt.

Ontario bonds remain relatively attractive
because many other jurisdictions around the world
have been affected by the 2008 global financial

. . . . downturn to a greater extent, and investors are
tained the province’s current AA- rating, which it

had downgraded in 2009. DBRS has not changed
Ontario’s rating since downgrading it to AA (low)
in the fall of 2009. It may well be that Moody’s
downgrade is a catch-up to the S&P and DBRS
downgrades in late 2009. Ontario’s rating relative

therefore reluctant to invest in these jurisdictions.
The credit-rating agencies also believe that Ontario
has the necessary fiscal flexibility to improve its
financial position over the medium term, so have
indicated they expect no more rating adjustments

. . . . in the near future.
to other Canadian senior governments is shown in

Figure 4.
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Figure 4: Credit Rating by Province and Balanced Budget Target Date

Source of data: Provincial and federal budget documents, and Laurentian Provincial Monitor, as of April 26, 2012

Target Date for Return

Moody’s Investors Service Standard & Poor’s to Balanced Budget
BC Aaa AA (high) AAA 2013/14
AB Aaa AAA AAA 2013/14
SK Aal AA AAA n/a (in surplus)
MB Aal A (high) AA 2014/15
ON Aa2 AA (low) AA- 2017/18
QC Aa2 A (high) A+ 2013/14
NB Aa2 A (high) AA- 2014/15
NS Aa2 A A+ 2013/14
PEI Aa2 A (low) A 2014/15
NL Aa2 A A+ 2014/15
Federal Aaa AAA AAA 2015/16

The government of Canada is also one of the
few remaining jurisdictions in the world that has
retained its Aaa/AAA credit rating—the highest
that can be assigned. This means demand for Can-
adian government debt, both federal and provin-
cial, is high, especially among investors looking for
relatively risk-free investments. This demand works
to push down interest rates. And, because investors
associate Ontario debt with the perceived credit-
worthiness of the federal government, Ontario
benefits from the relative strength of investor faith
in federal government debt.

Even with its most recent downgrade, Ontario
has the same credit rating as Quebec and the
Maritime provinces, with a Moody’s credit rating of
Aa2. Only the federal government and the Western
provinces have higher ratings.

CONCLUSION

In our 2011 Annual Report we concluded that while
the government had presented a plan to eliminate
its annual deficits by the 2017/18 fiscal year, no
strategy had been presented for paying down its
existing and future debt. We indicated at the time
that once deficits have been tackled, one strategy for
paying down debt would be to hold the line on any

future debt increases and use additional revenues
generated by a growing economy to start reducing
the debt. We went on to say that the government
should consider providing legislators and the public
with long-term targets and a strategy for how to
address the current and projected debt burden.
These comments continue to be appropriate.

In order to meet the Province’s fiscal targets, the
government is managing spending. Last year,
growth in program spending was less than 1%—
the second-lowest rate of growth in Ontario in a
decade. For the fourth year in a row, Ontario is
ahead of its targets in lowering the deficit. The
Province’s deficit for the 2012/13 fiscal year is
projected to be $14.4 billion, an improvement of
$0.4 billion from the 2012 Budget forecast.

The Province’s debt-to-GDP ratios are
expected to increase due to the projected
deficits and investments in capital. The ratios
will stabilize and begin to decline as the deficit
is eliminated. The net debt-to-GDP ratio is
expected to peak in 2014/15 at 41.2%, which is
below the 41.3% forecast in the 2012 Budget.
The accumulated deficit-to-GDP ratio is
expected to peak at 27.5% in 2014/15.




Update on the Unfunded

Liability of the Workplace
Safety and Insurance Board

The Workplace Safety and Insurance Board (WSIB)
is a statutory corporation created by the Workplace
Safety and Insurance Act, 1997 (Act). Its primary
purpose is to provide income support and medical
assistance to workers injured on the job. The WSIB
receives no funding from government; it is financed
through premiums on employer payrolls.

Over the past decade, our annual reports have
made a number of references to our concerns about
the significant growth in the WSIB’s unfunded
liability, which is the difference between the value
of the WSIB’s assets and its estimated financial
obligations to pay benefits to injured workers. Our
2009 Annual Report included a separate section
that discussed our review of the WSIB’s unfunded
liability. In that section we expressed our concern
that the growth and magnitude of the unfunded
liability posed a risk to the system’s financial viabil-
ity and ultimately could result in the WSIB being
unable to meet its existing and future commitments
to provide worker benefits.

We also urged the government to reconsider
the exclusion of the WSIB’s financial results from
the province’s financial statements. Excluding
these financial results is based on the WSIB’s clas-
sification as a “trust”; however, given its significant
unfunded liability and various other factors, we
questioned whether the WSIB was operating like a
true trust. Including the WSIB in the government’s
financial reporting would have a significant impact
on the government’s fiscal performance.

Despite efforts taken by management to improve
the operations of the insurance fund, the WSIB’s
unfunded liability has continued to grow, princi-
pally due to a significant change to the discount
rate introduced in 2011 that added $2 billion to the
liability. Absent the impact of this change, the WSIB
would have showed its first surplus in 10 years.
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As of December 31, 2011, the unfunded liability
totalled $14.2 billion, an increase of $2 billion from
its December 31, 2010, balance of $12.4 billion. The
WSIB’s funding ratio—the percentage of assets to
liabilities—was 52.2% as of December 31, 2011. (As
of December 31, 2010, it had been 54.7%.)

In September 2010, the WSIB announced an
independent funding review to provide advice on
how to best ensure the long-term financial viabil-
ity of Ontario’s workplace safety and insurance
system. The May 2012 report by Professor Harry
Arthurs was comprehensive and contained a series
of recommendations to ensure the WSIB remains
financially stable and sufficiently funded.

In particular, the report recommended a new
funding strategy for the WSIB, including the follow-
ing key elements:

e realistic assumptions, including a discount

rate based on the best actuarial advice;

e moving the WSIB as quickly as feasible beyond

a “tipping point” of a 60% funding ratio (tip-
ping point being defined as a crisis in which
the WSIB could not within a reasonable time
frame and by reasonable measures generate
sufficient funds to pay workers’ benefits); and

e putting the WSIB on course to achieve a

90%-110% funding ratio within 20 years.

In response to our concerns and to the recom-
mendations of the Arthurs report, in June 2012 the
government filed Regulation 141/12 under the Act,
which, effective January 1, 2013, will require the
WSIB to ensure it meets the following funding suf-
ficiency ratios by specified dates:

® 60% on or before December 31, 2017

e 80% on or before December 31, 2022

e 100% on or before December 31, 2027

The regulation also requires the WSIB to submit
a plan to the Minister of Labour by June 30, 2013,
outlining the measures it will take to achieve
these goals by the prescribed dates. As reported
in our 2011 Annual Report follow-up section, the
WSIB continues to take actions that have recently
improved its operating results and financial pos-
ition. For example, during 2011, the WSIB reported



its first operational surplus in 10 years (excluding
the change in the discount rate discussed below).
Increased premium revenue, fewer new lost-time
claims, more workers returning to work sooner,
and fewer workers suffering permanent impair-
ment have not only contributed to these financial
improvements but have demonstrated the WSIB’s
focus on getting injured workers back to work as
quickly as possible.

However, the WSIB’s ability to achieve the fund-
ing sufficiency ratios prescribed in the regulation
will be affected by changes to certain actuarial
assumptions and proposed new accounting
standards.

e The discount rate is the interest rate used to
calculate future benefit obligations in cur-
rent dollars. In layman’s terms, it is often
perceived as the expected rate of return an
insurance company or pension fund can earn
on its investments. During 2011 a discount
rate reduction from 7.0% to 5.5% resulted in
an almost $2 billion increase in the unfunded
liability. WSIB management have concluded
that subject to any changes in accounting
standards (as discussed below), it would be
appropriate to retain this 5.5% discount rate
for the period 2012-2015 and increase it to
6.0% thereafter. For example, reducing the
discount rate by one percentage point would
add approximately $2.1 billion to the benefits
obligation.

o The WSIB reports its financial results based on
International Financial Reporting Standards
(IFRS). A proposed new standard for valuing
insurance liabilities is expected to take effect
as of the end of fiscal 2016. If approved in its
current form, it could increase the unfunded
liability significantly because it would require
a further reduction in the discount rate WSIB
uses to calculate its benefits obligation. Based
on current market interest rates, this could
increase the actuarial estimate of WSIB’s
benefit obligations by an estimated $3 billion.
The new standard also proposes that a new
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risk margin be included in the benefits obliga-
tion that could increase the benefits obligation
by a further $1 billion. (This new risk margin
is similar to the actuarial provision for adverse
deviations, which is a reserve for the likely
difference between the actual result of a
calculation and the corresponding result using
best estimate assumptions.) Without any com-
pensating increases in the WSIB’s premiums
rate, its investment performance or further
success in reducing lost-time claims to reduce
costs, the combined $4 billion impact of this
proposed standard could significantly impair
the WSIB’s ability to meet its 2017 legislated
funding ratio of 60%.

As a result of the government’s commitments to
address its unfunded liability, we support the con-
tinued classification of the WSIB as a trust for the
2011/12 fiscal year and therefore the exclusion of
the unfunded liability from the province’s liabilities.
However, we will continue to monitor the progress
being made toward meeting the funding sufficiency
ratios prescribed by the regulation. Should we feel
enough progress is not being achieved, we will re-
evaluate our position.

The proposed new IFRS standard for valuing
insurance liabilities will have the effect of valu-
ing liabilities using the market rates prevailing
at discrete points in time. This introduces
volatility as well as one-time changes of a very
large magnitude, both positive and negative,
depending on whether interest rates are rising
or falling.

WSIB is following IFRS standards in prepar-
ing its financial statements. However, for pur-
poses of complying with the funding sufficiency
ratios prescribed by regulation, we believe that
IFRS standards are not well suited to funding
a going concern insurance fund such as the
WSIB’s. Consequently, the WSIB will consult
with the government on the merits of adopting




a “going-concern basis” to value the benefits
liabilities of the insurance fund, for funding pur-
poses. This will have the effect of using a long-
term expected rate-of-investment return with
which to value liabilities. This method will avoid
potentially large multibillion-dollar swings in
the valuation of liabilities from year to year and
the consequent instability for employers who
must fund the system and the workers who must
rely on it.

Update on the Electricity

Sector Stranded Debt

In Section 3.04 of our 2011 Annual Report, we
commented on the stranded debt of the electricity
sector and the Debt Retirement Charge (DRC), a
component of nearly every Ontario ratepayer’s
electricity bill.

The stranded debt arose with the passage of
the Energy Competition Act, 1998, which resulted
in a major restructuring of the electricity industry,
including the breakup of the old Ontario Hydro
into three main successor companies: Hydro One,
Ontario Power Generation (OPG) and the Ontario
Electricity Financial Corporation (OEFC). OEFC
was given the responsibility to manage the legacy
debt of the old Ontario Hydro and certain other
liabilities not transferred to Hydro One and OPG.

OEFC inherited $38.1 billion in total debt and
other liabilities from Ontario Hydro when the elec-
tricity market was restructured on April 1, 1999.
Only a portion of the $38.1 billion was supported
by the value of the assets of Hydro One, OPG and
the Independent Electricity System Operator, leav-
ing $20.9 billion of stranded debt not supported
by assets.

The government’s long-term plan to service and
retire the $20.9 billion in stranded debt involved
dividing it into two components:
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e An estimated $13.1 billion was to be sup-
ported through future revenue streams
from payments in lieu of taxes made by the
electricity-sector companies (OPG, Hydro One
and the municipal electrical utilities), and
from the cumulative annual combined profits
of OPG and Hydro One in excess of the gov-
ernment’s $520-million annual interest cost of
its investment in the two companies.

e The remaining $7.8 billion, called the resid-
ual stranded debt, was the estimated portion
of the stranded debt that could not be sup-
ported by the expected dedicated revenue
streams from the electricity companies. The
Electricity Act, 1998 authorized a new Debt
Retirement Charge (DRC), to be paid by elec-
tricity ratepayers, until the residual stranded
debt was retired.

This structure was intended to eliminate the
stranded debt in a prudent manner while distribut-
ing the debt repayment burden between electricity
consumers and the electricity sector.

Collection of the DRC began on May 1, 2002.
The rate was established at 0.7 cents per kilo-
watt hour (kWh) of electricity and remains the
same today. Currently, the OEFC collects more
than $940 million a year in DRC revenue. As of
March 31, 2012, approximately $9.7 billion in DRC
revenue had been collected.

Our 2011 Annual Report focused on providing
details about how much DRC revenue has been
collected, the progress in eliminating the residual
stranded debt, and when electricity ratepayers
might expect to see the DRC eliminated.

Section 85 of the Electricity Act, 1998 (Act)
entitled “The Residual Stranded Debt and the
Debt Retirement Charge” gave the government the
authority to implement the DRC, and this same
section specifies when it is to end. The key observa-
tions from our 2011 Annual Report were based on
our interpretations of the provisions of section 85
of the Act and assessing whether these provisions
had been complied with in both spirit and form.
Specifically, section 85 requires that the Minister



of Finance determine the residual stranded debt
“from time to time” and to make these determina-
tions public. When the Minister determines that the
residual stranded debt has been retired, collection
of the DRC must cease.

While the Act did not specify precisely how
the determination of the residual stranded debt
was to be done, it does allow the government, by
regulation, to establish what is to be included in its
calculation. We also observed that the term “from
time to time” was not formally defined, and could
be left solely up to the government of the day to
determine. Since the passage of the Act more than
a decade ago, we noted the Minister had made
no such public determination of the outstanding
amount of the residual stranded debt. Our view
was that the intent of section 85 was that Ministers
had an obligation to provide a periodic update to
ratepayers on what progress their payments were
having on paying down the residual stranded debt.
We concluded that a decade was long enough, and
suggested the Minister should provide ratepayers
with an update.

In response to these observations, the govern-
ment introduced Regulation 89/12 under the Act
on May 15, 2012, to provide transparency and meet
reporting requirements on the outstanding amount
of residual stranded debt. The new regulation
formally establishes how the residual stranded debt
is to be calculated, and requires annual reporting of
the amount in The Ontario Gazette.

We were pleased to see this increased level of
transparency was also reflected in the 2012 budget,
which contained a residual stranded debt estimate
of $5.8 billion as of March 31, 2011, and a projected
estimate of $4.5 billion as of March 31, 2012.

Prior to the 2012 budget, there had been no public
update provided on the estimated residual stranded
debt since the $7.8 billion estimate on April 1,

1999. The update in the 2012 Ontario Economic
Outlook and Fiscal Review also contained the chart,
illustrated in Figure 5, reflecting annual residual
stranded debt estimates back to April 1, 1999, and
amounts going up to March 31, 2012.
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Figure 5: Residual Stranded Debt and OEFC Unfunded
Liability for Each Fiscal Year Since 1999 ($ billion)

Source of data: 2012 Ontario Economic Outlook and Fiscal Review
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Use of Legislation to Override

Accounting Standards

One significant recent development in Canadian
public accounting is that some governments have
legislated specific accounting treatments that
would apply in certain circumstances rather than
relying on established generally accepted account-
ing principles to prescribe how transactions would
be recorded. On several occasions in recent years
the Ontario government has done this by passing
legislation or regulations that give it the authority
to prescribe specific accounting policies for its pub-
lic sector entities.

We first raised concerns about this practice in
our 2008 Annual Report, where we warned that it
was a troubling precedent to establish accounting
principles through legislation rather than through
an independent, consultative process such as that
followed by the Public Sector Accounting Board
(PSAB) of the Canadian Institute of Chartered
Accountants (CICA). Although this and subsequent
developments have not yet resulted in the prov-
ince’s consolidated financial statements containing
a material departure from PSAB standards, the risk



of such departures in future financial statements
has increased. Here is a chronological synopsis of
these developments since 2008:

e The Investing in Ontario Act, 2008 (Act) and
related regulations allowed the government
to reduce its accumulated deficit and provide
additional transfers to eligible recipients from
unplanned surpluses reported in its consoli-
dated financial statements. Any transfers
made under the Act would be recorded as an
expense of the government for that fiscal year
irrespective of PSAB accounting standards.

e In the 2009/10 fiscal year, the Education Act
and the Financial Administration Act were
amended. Amendments under the Education
Act specified that the government can pre-
scribe the accounting standards that school
boards use in preparing financial statements.
Amendments under the Financial Administra-
tion Act allow the government to specify the
accounting standards to be used by any public
or non-public entity whose financial state-
ments are included in the province’s consoli-
dated financial statements. School boards and
certain other government organizations are
affected by both these legislative amendments.

e In 2011, a regulation under the Financial
Administration Act directed Hydro One to
prepare its financial statements in accordance
with U.S. generally accepted accounting prin-
ciples, effective January 1, 2012. The govern-
ment has since provided the same direction
to OPG. American accounting rules allow for
rate-regulated entities to defer expenses to
future years; the government’s direction to
follow U.S. rules came in anticipation of the
planned Canadian adoption of International
Financial Reporting Standards, which do
not provide for the use of rate-regulated
accounting.

e Ontario government regulations now require
capital transfers and transfers of tangible
capital assets to be accounted for by transfer
recipients as deferred capital contributions.
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The amounts transferred are to be brought
into revenue at the same rate as amortization
expense is recognized on the related assets.
We have historically supported this account-
ing as we believe that in most instances it
complies with generally accepted accounting
principles. However, PSAB standards are open
to interpretation in this respect, so to ensure
consistency the government considered it
necessary to introduce a regulation requiring
this treatment.

e The direction taken by the province beginning

in 2008 to legislate accounting standards
was further supported in the Strong Action
for Ontario Act (Budget Measures), 2012, the
latest amendments to the Financial Admin-
istration Act. These amendments provide

the government with full authority to make
regulations regarding the accounting policies
and practices used to prepare its consolidated
financial statements.

We believe it is critical that Ontario continue to
prepare its financial statements in accordance with
generally accepted PSAB standards.

As the auditor of the province’s consolidated
financial statements, I am required by the Auditor
General Act to provide an opinion on “whether
the consolidated financial statements of Ontario,
as reported in the Public Accounts, present fairly
information in accordance with appropriate
generally accepted accounting principles.” If I
conclude that the government’s reported deficit or
surplus under legislated accounting standards is
significantly different than what it would be under
generally accepted accounting standards, I will
need to include a reservation in my audit opinion.
However, based on the past 19 consecutive years of
“clean” audit opinions, I am hopeful that this situa-
tion will not arise.



Future Public Accounts

Issues

Most Canadian governments use PSAB standards in
preparing their annual budgets, printed estimates,
economic updates and year-end consolidated
financial statements. When governments use the
same set of accounting standards to prepare their
key financial reports, the public can evaluate the
government’s expected financial performance
against actual results and against the results of
other jurisdictions. PSAB standards are intended to
help governments publicly demonstrate steward-
ship over the resources they manage, and thereby
strengthen accountability to taxpayers.

ACCOUNTING STANDARDS FOR
GOVERNMENTS

Accounting standards specify how and when
transactions and other events are to be recognized,
measured and disclosed in financial statements.
To be objective and credible, accounting standards
should be established by an independent, recog-
nized professional body using a comprehensive,
open and transparent standard-setting process.

The Public Sector Accounting Board of the Can-
adian Institute of Chartered Accountants is respon-
sible for establishing accounting standards for the
public sector. PSAB standards represent generally
accepted accounting principles for governments in
Canada and are the primary source of guidance for
public-sector accounting.

The PSAB emphasizes due process to ensure that
the views of all interested parties are heard and
considered, thereby maintaining the objectivity of
the standard-setting process. In developing or revis-
ing an accounting standard, the PSAB generally
follows these five steps:

e basic research;

e approval of a project proposal;
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e issuing a statement of principles to a desig-
nated group of accountants and non-account-
ants for feedback;

e issuing one or more public exposure drafts
and soliciting comments from all interested
individuals and organizations; and

e approving and publishing a final standard.

Canada is generally regarded as a public sec-

tor world leader with respect to the consistent
application of generally accepted accounting
standards at all three levels of government. How-
ever, maintaining this leadership role will not be
without challenges. For instance, in the past few
years, Canadian governments, including Ontario,
have become concerned with several of the PSAB’s
accounting and financial reporting proposals. In
the next section, we discuss two areas—financial
instruments and rate-regulated accounting—where
they have questioned whether proposed standards
adequately reflect the unique environment in which
governments operate when making decisions on
financial reporting, budgeting and fiscal policy.

Financial Instruments

The PSAB’s project to develop a new standard for
the reporting of financial instruments began in
January 2005 with the creation of a PSAB task
force. Examples of financial instruments include
debt, and derivatives such as currency swaps and
foreign-exchange forward contracts. One of the key
issues the task force had to address was whether
changes in the fair value of derivative contracts
held by a government should be reflected in its
financial statements and, in particular, whether
such changes should affect the government’s
annual surplus or deficit.

In March 2011, the PSAB approved a new
standard effective for fiscal periods beginning
on or after April 1, 2015. The new public-sector
accounting standard—PS 3450 “Financial Instru-
ments”—provides guidance on the recognition,
measurement, presentation and disclosure of gov-
ernment financial instruments, and is similar to the




standards applicable to the private sector. One of its
main requirements is that certain financial instru-
ments, including derivatives, are to be recorded

at fair value, and any unrealized gains or losses
must be recorded annually in a new statement of
remeasurement gains and losses.

Ontario, along with certain other Canadian
governments, did not endorse the introduction of
fair-value remeasurements and the recognition of
unrealized gains and losses on its derivative hold-
ings. Ontario’s view is that derivatives are used
solely to mitigate foreign currency and interest-rate
risks related to its long-term-debt holdings and
that it has both the intention and ability to hold
its derivatives until the associated debt matures.
Accordingly, remeasurement gains and losses
would net out to zero over the period to matur-
ity and therefore have no long-term economic
impact on annual government resource inflows or
outflows. The government argues that recording
paper gains and losses each year would reintroduce
the very volatility the derivatives were acquired to
avoid in the first place.

Therefore, its view is that the inclusion of fair-
value gains and losses in a government’s financial
reports, even if reported outside the statement of
operations, does not reflect the economic substance
of government financing transactions and does not
meet the public’s needs for transparent information
on government finances.

It should be noted that the PSAB is commit-
ted to reviewing these standards on or before
December 31, 2013, and has noted that its Concepts
Underlying Financial Performance project might
identify issues that need to be addressed within the
financial instrument standard.

Ontario supports public-sector accounting stan-
dards that promote transparency and account-
ability in reporting on how taxpayer dollars

are spent, and that support sound fiscal-policy
decisions. Concerns with the introduction of
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fair-value accounting concepts into government
financial reports are based on the fact that they
will cause significant fluctuations in the recorded
value of derivatives on a year-over-year basis as

a result of movements in interest and exchange
rates. Such results would, in turn, introduce
difficult-to-explain fluctuations in the province’s
net debt, a key measure upon which both invest-
ors and credit-rating agencies rely when assess-
ing the financial health of the province.

Rate-regulated Accounting

Over the past four years, we have raised concerns
about the appropriateness of recognizing rate-
regulated assets and liabilities in the government’s
consolidated financial statements. Rate-regulated
accounting practices were developed to recognize
the unique nature of regulated entities such as elec-
tricity generators, transmitters, and distributors.
Under rate-regulated accounting, a regulator estab-
lished under legislation, such as the Ontario Energy
Board, approves the prices that a regulated entity
may charge customers, and often allows regulated
entities to defer certain costs for recovery in future
periods. Such costs are typically set up as assets
that, under normal generally accepted accounting
principles, would be expensed in the year incurred.
Ontario’s electricity sector has three major prov-
incially owned organizations—OPG, Hydro One
and the OPA—that use rate-regulated accounting
and whose financial position and operating results
are included in the government’s consolidated
financial statements. The use of rate-regulated
accounting by certain rate-regulated entities, while
still allowed under Canada’s generally accepted
accounting principles, could be disallowed in the
near future. PSAB standards currently allow OPG
and Hydro One, which are defined as government
business enterprises, to be included in the prov-
ince’s consolidated financial statements without
their accounting policies being adjusted to remove



the impact of rate-regulated accounting. Given the
PSAB’s position, we accepted this accounting treat-
ment even though we questioned whether rate-
regulated assets and liabilities met the definition of
bona fide assets or liabilities for the purposes of the
government’s consolidated financial statements.

However, the OPA does not meet the PSAB
criteria of being a government business enterprise,
so the impact of rate-regulated accounting on its
results should have been removed before the OPA
was included in the consolidated statements. (This
did not have a material impact on the province’s
reported results and therefore did not affect our
audit opinion).

Last year we reported that the era of rate-
regulated accounting appeared to be ending for
jurisdictions such as Canada that were converting
to International Financial Reporting Standards.

In January 2012, Canada’s Accounting Standards
Board reaffirmed that all government business
enterprises should prepare their financial state-
ments in accordance with IFRS for fiscal years
beginning on or after January 1, 2012, which would
mean that accounting for rate-regulated balances
would no longer be allowed under Canadian
accounting standards.

However, since that time, the rate-regulated
landscape has changed again. The accounting
standard-setter in the United States, the Financial
Accounting Standards Board, has not adopted IFRS
and therefore continues to allow rate-regulated
accounting. Partly in an effort to reconcile U.S.
generally accepted accounting principles with IFRS,
in March 2012 Canada’s Accounting Standards
Board granted a one-year extension, to January 1,
2013, to the mandatory IFRS changeover date for
entities with qualifying rate-regulated activities. In
September 2012, it granted an additional one-year
extension, to January 1, 2014. Therefore, PSAB
accounting standards will continue to allow OPG
and Hydro One to use rate-regulated accounting for
inclusion in the province’s consolidated financial
statements until that time. Most recently, in late
September 2012, the International Accounting
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Standards Board (IASB) decided to restart its pro-
ject on rate-regulated accounting to consider the
use of this accounting method under IFRS.
Ontario’s Ministry of Finance contends that the
province’s rate-regulated assets and liabilities might
meet PSAB standards without reference to any of the
rate-regulated provisions from Canada’s Accounting
Standards Board. As the Ministry is aware, we do
not agree with this position. In its March 31, 2012,
Annual Report and Consolidated Financial State-
ments, the government commented specifically on
rate-regulated accounting, noting that:

Under these practices, a regulated entity
may defer certain costs that are expected
to be recovered in future, creating an asset
on its balance sheet. Without rate-regu-
lated accounting, these costs would be
expensed in the year they were incurred,
which could result in significant fluctua-
tions in consumer electricity rates.

The government recently passed a regulation
allowing for and subsequently directing both Hydro
One and OPG to prepare their future financial
statements in accordance with U.S. generally
accepted accounting principles, which allow for
rate-regulated accounting. In the government’s
view, these regulations are required because the
IASB has not yet completed its deliberations on the
future of rate-regulated accounting. We are not the
auditors of Hydro One or OPG, and so our concern
is not the impact of this regulation on their individ-
ual financial statements. However, with the deferral
of the issue to January 1, 2014, it is the effect their
accounting policies might have on the province’s
consolidated financial statement of March 31, 2014,
and subsequent statements, that is our concern.

The Ministry recognizes the ongoing challenges
in the accounting-standards-setting environ-
ment to achieve consensus on the required
approach for rate-regulated accounting. Given




the deferral by the standards-setters to resolve
this issue, the government had directed Hydro
One and OPG to follow U.S. GAAP to allow the
entities to continue to account for their rate-
regulated assets and liabilities consistent with
historical Canadian GAAP. This decision was
consistent with actions by both the Canadian
Securities Administrators and the Ontario
Securities Commission that have enabled
rate-regulated utilities to submit their financial
statements on a U.S. GAAP basis until 2014. This
also helped to ensure consistency in reporting
among the province’s rate-regulated entities
until outstanding issues are resolved.

In late September 2012, the International
Accounting Standards Board decided to restart
its project on rate-regulated accounting. The
government looks forward to the standards-set-
ters undertaking this review and, ultimately, to
resolution of the outstanding certainty regarding
the future of rate-regulated accounting.

Statutory Matters

Under section 12 of the Auditor General Act, I am
required to report on any Special Warrants and
Treasury Board Orders issued during the year. In
addition, section 91 of the Legislative Assembly Act
requires that I report on any transfers of money
between items within the same vote in the Esti-
mates of the Office of the Assembly.

LEGISLATIVE APPROVAL OF
EXPENDITURES

Shortly after presenting its budget, the government
tables detailed Expenditure Estimates in the Legisla-
tive Assembly outlining, on a program-by-program
basis, each ministry’s spending proposals. The
Standing Committee on Estimates (Committee)
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reviews selected ministry estimates and presents a
report on them to the Legislature. The estimates of
those ministries that are not selected for review are
deemed to be passed by the Committee and are so
reported to the Legislature. Orders for Concurrence
for each of the estimates reported on by the Com-
mittee are debated in the Legislature for a maximum
of two hours and then voted on. For a more in-depth
discussion of the legislative estimates review pro-
cess, see section 3.07 of this Annual Report.

Once the Orders for Concurrence are approved,
the Legislature provides the government with legal
spending authority by approving a Supply Act,
which stipulates the amounts that can be spent by
ministry programs, typically those set out in the
estimates. Once the Supply Act is approved, the
individual program expenditures are considered
to be Voted Appropriations. The Supply Act, 2012,
which pertained to the fiscal year ended March 31,
2012, received Royal Assent on April 24, 2012.

The Supply Act does not typically receive Royal
Assent until after the start of the fiscal year—and
sometimes even after the related fiscal year—but
ministry programs require interim spending
authority prior to its passage. For the 2011/2012
fiscal year, the Legislature authorized these pay-
ments by passing two acts allowing interim appro-
priations: the Interim Appropriation for 2011-2012
Act, 2010; and the Supplementary Interim Appro-
priation Act, 2011. These two acts received Royal
Assent on December 8, 2010, and May 12, 2011,
respectively, and authorized the government to
incur up to $114.5 billion in public service expendi-
tures, $3.5 billion in investments, and $193.5 mil-
lion in legislative offices expenditures. Both acts
were made effective as of April 1, 2011.

The two interim acts provided the government
with sufficient temporary appropriations to allow
it to incur expenditures from April 1, 2011, to
when the Supply Act, 2012 received Royal Assent
on April 24, 2012. As the legal spending authority
under the interim acts was intended to be tempor-
ary, they were repealed under the Supply Act, 2012,
and the authority to incur expenditures provided



under them was subsumed into the authority pro-
vided under the Supply Act, 2012, which increased
total authorized legislative offices expenditures
from $193.5 million to $197 million.

SPECIAL WARRANTS

If the Legislature is not in session, section 1.0.7 of
the Financial Administration Act allows for the issu-
ance of Special Warrants authorizing the incurring
of expenditures for which there is no appropriation
by the Legislature or for which the appropriation
is insufficient. Special Warrants are authorized
by Orders-in-Council and approved by the Lieu-
tenant Governor on the recommendation of the
government.

No Special Warrants were issued for the fiscal
year ended March 31, 2012.

TREASURY BOARD ORDERS

Section 1.0.8 of the Financial Administration Act
allows the Treasury Board to make an order author-
izing expenditures to supplement the amount of
any voted appropriation that is expected to be
insufficient to carry out the purpose for which
it was made. The order may be made only if the
amount of the increase is offset by a corresponding
reduction of expenditures to be incurred from other
voted appropriations not fully spent in the fiscal
year. The order may be made at any time before
the books of the government for the fiscal year are
closed. The government considers the books to be
closed when any final adjustments arising from our
audit have been made and the Public Accounts have
been tabled in the Legislature.

Even though the Treasury Board Act, 1991
was repealed and re-enacted within the Financial
Administration Act in December 2009, subsection
5(4) of the repealed act was retained and allows
the Treasury Board to delegate to any member
of the Executive Council or to any public servant
employed under the Public Service of Ontario Act,
2006 any power, duty, or function of the Treasury
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Board, subject to limitations and requirements that
the Treasury Board may specify. This delegation
will continue to be in effect until replaced by a new
delegation. For the fiscal year ended March 31,
2012, the Treasury Board delegated its authority
to ministers for issuing Treasury Board Orders to
make transfers between programs within their min-
istries, and to the Chair of the Treasury Board for
making transfers in programs between ministries
and making supplementary appropriations from
contingency funds. Supplementary appropriations
are Treasury Board Orders in which the amount
of an appropriation is offset by a reduction to the
amount available under the government’s centrally
controlled contingency fund.

Figure 6 summarizes the total value of Treasury
Board Orders issued for the past five fiscal years.

Figure 7 summarizes Treasury Board Orders for
the fiscal year ended March 31, 2012, by month
of issue.

According to the Standing Orders of the Legis-
lative Assembly, Treasury Board Orders are to
be printed in The Ontario Gazette, together with
explanatory information. Orders issued for the
2011/12 fiscal year are expected to be published in
The Ontario Gagzette in the near future. A detailed
listing of 2011/12 Treasury Board Orders, showing
the amounts authorized and expended, is included
as Exhibit 3 of this report.

Figure 6: Total Value of Treasury Board Orders,
2007/08-2011/12 ($ million)

Source of data: Treasury Board

14,000 1
12,000 -
10,000 A
8,000 4
6,000 1
4,000 4

2,000

0.
2007/08 2008/09 2009/10 2010/11 2011/12



m 2012 Annual Report of the Office of the Auditor General of Ontario

Figure 7: Total Value of Treasury Board Orders by
Month Relating to the 2011/12 Fiscal Year

Source of data: Treasury Board

Authorized
Month of Issue # ($ million)
April 2011-February 2012 81 2,544
March 2012 31 329
April 2012 8 54
August 2012 1 190

TRANSFERS AUTHORIZED BY THE
BOARD OF INTERNAL ECONOMY

When the Board of Internal Economy authorizes
the transfer of money from one item of the Esti-
mates of the Office of the Assembly to another item
within the same vote, section 91 of the Legislative
Assembly Act requires that we make special mention
of the transfer(s) in our Annual Report.
Accordingly, Figure 8 shows the transfers
made within Vote 201 with respect to the 2011/12
Estimates.

UNCOLLECTIBLE ACCOUNTS

Under section 5 of the Financial Administration
Act, the Lieutenant Governor in Council, on the
recommendation of the Minister of Finance, may
authorize an Order-in-Council to delete from the
accounts any amounts due to the Crown that are
the subject of a settlement or deemed uncollectible.
The amounts deleted from the accounts during any
fiscal year are to be reported in the Public Accounts.
In the 2011/12 fiscal year, receivables of
$816.4 million due to the Crown from individuals
and non-government organizations were written
off. (The comparable amount in 2010/11 was
$432.1 million.) The writeoffs in the 2011/12 fiscal
year related to the following:

Figure 8: Authorized Transfers Relating to the Office of
the Assembly, 2011/ 12 Fiscal Year ($)

Source of data: Board of Internal Economy

ltem 2  Office of the Clerk (9,900)
Item 3  Legislative Services (9,200)
ltem 6 Sergeant at Arms and Precinct (41,800)
Properties

Item 8 Caucus Support Services (109,900)
ltem9 Members’ Compensation and Travel  (1,366,100)
To:

Item 4  Information and Technology Services 51,100
ltem 5 Administrative Services 7,300
Item 10 Members’ Office Support Services 1,476,000
ltem 12 Lieutenant Governor's Suite 2,500

e $382.2 million for uncollectible retail sales tax
($71.9 million in 2010/11);

e $155.8 million for uncollectible corporate tax
($65.1 million in 2010/11);

e $114.1 million for uncollectible receiv-
ables under the Student Support Program
($145.2 million in 2010/11);

e $86.3 million for uncollectible receivables
under the Ontario Disability Support Program
($118.8 million in 2010/11);

e $48.9 million for uncollectible employer
health tax ($6.4 million in 2010/11); and

e $29.1 million for other tax and non-tax receiv-
ables ($24.7 million in 2010/11).

Volume 2 of the 2011/12 Public Accounts
summarizes the writeoffs by ministry. Under the
accounting policies followed in the preparation of
the consolidated financial statements of the prov-
ince, a provision for doubtful accounts is recorded
against accounts receivable balances. Accordingly,
most of the writeoffs had already been expensed
in the government’s consolidated financial state-
ments. However, the actual writeoff in the accounts
required Order-in-Council approval.



Chapter 3

Our value-for-money (VFM) audits are intended to
examine how well government ministries, organiza-
tions in the broader public sector, agencies of the
Crown and Crown-controlled corporations manage
their programs and activities. These audits are
conducted under subsection 12(2) of the Auditor
General Act, which requires that the Office report
on any cases observed where money was spent
without due regard for economy and efficiency or
where appropriate procedures were not in place to
measure and report on the effectiveness of service
delivery. Where relevant, such audits also encom-
pass compliance issues. Essentially, VFM audits
delve into the underlying operations of the ministry
program or organization being audited to assess
both their cost-effectiveness and the service level
the public is receiving. This chapter contains the
conclusions, observations and recommendations
for the VFM audits and one review conducted in the
past audit year.

The ministry programs and activities and the
organizations in the broader public sector audited
this year were selected by the Office’s senior man-
agement on the basis of various criteria, such as
a program’s or organization’s financial impact, its
perceived significance to the Legislative Assembly,
related issues of public sensitivity and safety, and
the results of past audits and related follow-up
work.

Reports on
Value-for-money Audits
and Reviews

We plan, perform and report on our value-for-
money work in accordance with the professional
standards for assurance engagements established
by the Canadian Institute of Chartered Accountants,
which encompass value for money and compliance.
They entail conducting the tests and other proced-
ures that we consider necessary, including obtaining
advice from external experts when appropriate.

Before beginning an audit, our staff conduct in-
depth research into the area to be audited and meet

with auditee representatives to discuss the focus

of the audit, including our audit objectives and cri-
teria. During the audit, staff maintain an ongoing
dialogue with the auditee to review the progress of
the audit and ensure open lines of communication.
At the conclusion of the audit fieldwork, which is
normally completed by late spring of that audit
year, significant issues are discussed with the
auditee and a draft audit report is prepared. Then
senior Office staff meet with senior management
from the auditee to discuss the draft report and the
management responses to our recommendations. In
the case of organizations in the broader public sec-
tor, discussions are also held with senior manage-
ment of the funding ministry.

Once the content and responses for each VFM
audit report are finalized, the VFM audit reports
are incorporated as sections of this chapter of the
Annual Report.

45
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Cancer Care Ontario

Chapter 3
Section

Background

Cancer Care Ontario (CCO), formerly known as the
Ontario Cancer Treatment and Research Founda-
tion, was created in 1943 under the Ontario Cancer
Treatment and Research Foundation Act. In 1997, the
agency officially changed its name to Cancer Care
Ontario and became governed by the Cancer Act.
CCO is responsible for co-ordinating and overseeing
cancer services in Ontario. It works with each of
the province’s Local Health Integration Networks
(LHINS) to address local and regional needs and
advises government on cancer matters.

CCO directs health-care funding to hospitals
and other care providers, with the aim of delivering
quality and timely cancer services throughout the
province. It is also responsible for implementing
cancer prevention and screening programs.

CCO has 13 regional cancer programs across the
province. These programs bring together health-
care professionals and organizations involved in
cancer prevention and care. Each regional cancer
program is led by a CCO regional vice-president.
The regional programs are required to ensure that
service providers meet the requirements and targets
set out in their partnership agreements with CCO.

Regional Cancer Centres are responsible for
cancer screening and treatment services. Prior to

X1k} Cancer Screening
Programs

2004, these centres were stand-alone organizations
managed by CCO. On January 1, 2004, the centres
formally integrated with their partner hospitals
to provide more comprehensive care under
one location.

In 2011/12, CCO had total expenditures of
$887 million, $92 million of which was spent on
cancer screening programs.

Audit Objective and Scope

The objective of our audit was to assess whether
Cancer Care Ontario (CCO) had adequate policies
and procedures in place to:

e monitor and assess whether cancer screening
programs were provided in accordance with
legislation, agreements and applicable direc-
tives/policies; and

e measure and report periodically on achieve-
ments of cancer-screening-program objectives.

Our audit objectives and criteria were reviewed
and agreed to by CCO senior management.

In conducting our audit, we reviewed relevant
legislation and administrative policies and proced-
ures, and we interviewed appropriate CCO head-
office staff and Ministry of Health and Long-Term
Care (Ministry) staff. We also visited sites in the



following regions: Greater Toronto Area, Hamilton
Niagara Haldimand Brant, South West (London),
Champlain (Ottawa) and North East (Sudbury)

to review files and other summary information
available for the Ontario Breast Screening Program
and the colorectal cancer screening program. We
also contacted these sites to obtain information on
the cervical cancer screening program. To obtain a
better understanding of and perspective on cancer
screening programs, we spoke to various stakehold-
ers, such as the Canadian Cancer Society, the Insti-
tute of Clinical Evaluative Sciences, and the Cancer
Quality Council of Ontario. We also contacted
similar cancer agencies in Manitoba, Alberta and
British Columbia.

Our audit included a review of related activities
of CCO’s Internal Audit Department. We reviewed
its recent reports and, when we planned our work,
considered its audit work and any relevant issues it
had identified.

Similarly to agencies in other jurisdictions such as
Australia, New Zealand, the United Kingdom and
other Canadian provinces, CCO has implemented
cancer screening programs for breast, colorectal
and cervical cancers. The key objective for each of
the three cancer screening programs is to reduce
the number of deaths from cancer through early
detection and treatment. The mortality rates from
these three types of cancer have fallen in Ontario
over the past two decades. In this regard, Ontario’s
mortality rates are similar to the Canadian averages
for these types of cancer.

Our major observations with respect to these

three screening programs were as follows:

e We noted that CCO appropriately used rec-
ognized clinical evidence in deciding what
types of cancer warranted formal screening
programs. Both the Ministry of Health and
Long-Term Care, through a $45-million fund-

Cancer Screening Programs

ing commitment in 2010, and CCO, through

recent initiatives, have clearly recognized

the need to increase screening participation

rates, especially for people considered to be at

increased risk for cancer.

Participation in breast cancer and cervical

cancer screening achieved ministry targets

but fell short of CCO’s own targets. As of

2009/10, colorectal cancer screening in

Ontario fell short of both the Ministry’s and

CCO’s targets, and almost half of the targeted

population remained unscreened. In total,

between 2008 and 2010 only 27% of eligible
women completed all three cancer screening
tests recommended for their age group. As
well, participation in the screening programs
appears to have reached a plateau, and CCO is
looking at ways to address this.

There were wait times for screening services

for all three types of cancer:

e In visits to regional offices, we found mam-
mography screening wait times for women
with an average risk for breast cancer but
no symptoms ranged from just over two
weeks to 10¥2 months. CCO found that, in
its program that targets women considered
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at high risk for breast cancer, the wait time

for genetic assessments of screening eligi-
bility averaged 84 days.

e For colorectal screening, almost 30% of
cases did not have a follow-up colonoscopy
within the benchmark time established by
CCO. The data showed that, in 2011/12,
the median wait times for a colonoscopy
were 12 weeks for individuals with family
histories of colon cancer and six weeks for
those needing to be followed up after a
positive Fecal Occult Blood Test (FOBT).
However, we found instances in hospital
records we reviewed where the wait times
were as long as 72 weeks for individuals
with family histories of colon cancer and 17
weeks for those whose FOBT was positive.
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e For cervical cancer screening, a recent
CCO preliminary review showed that the
median wait time for a colposcopy (a diag-
nostic procedure following up on abnormal
cervical Pap test results) for high-grade
abnormalities was about three months.

e Even though they are at greater risk of
dying of cervical cancer, older women were
screened at a much lower rate than younger
women. CCO has said that physicians too
often link Pap testing for cervical cancer to
annual health exams, contraception counsel-
ling and screening for sexually transmitted
infections. Because older women often have
fewer contraceptive and lifestyle reasons
to see their doctor, they often do not get
tested. Meanwhile, many low-risk younger
women were being screened more often
than necessary.

e The level of quality assurance measures for
each of the screening programs varied con-
siderably. CCO had developed a comprehen-
sive quality assurance program to assess and
monitor the breast cancer screening program,
but 20% of screenings took place outside
CCO’s program and therefore were not subject
to the requirements. CCO had set up some
quality assurance processes for the colorectal
cancer screening program, but none for the
cervical cancer screening program.

e CCO did not analyze and monitor whether
individual endoscopists (specialists who look
inside a body cavity or organ using an endo-
scope) met performance requirements. For
instance, endoscopists are required to perform
at least 200 colonoscopies annually to achieve
or maintain competency. From data for the
years 2008/09 to 2010/11, we found that
more than 20% of endoscopists had not met
this competency requirement.

e There was a significant backlog for follow-up
reviews of mammography images in cases in
which a woman was diagnosed with cancer
after having had a breast cancer screening test

that reported normal results. These follow-
up reviews are done to see if the cancer was
missed at the previous screening or whether
the cancer actually developed after the
previous screening (this is referred to as an
interval cancer). In 2009, 225 reviews were
completed, of which 81 warranted further
investigation. Of these 81 cases, about half
were subsequently classified as missed-at-
screening. No interval cancer reviews were
done from the end of 2009 to July 2011,
because CCO’s Ontario Breast Screening
Program radiologist-in-chief had retired and
a new radiologist-in-chief was not hired until
July 2011. At the time of our audit, a backlog
of almost 900 interval cancer cases needed
to be reviewed. CCO informed us that it
expected to complete its follow-up review of
these cases by December 2012.

@ CCO measured and reported on its achieve-
ment of cancer-screening-program objectives,
including annually publishing its program
indicators for its three screening programs
through the Cancer Quality Council of
Ontario’s Cancer System Quality Index and
periodically issuing performance evaluations
of its three cancer screening programs.

Cancer Care Ontario (CCO) welcomes the rec-
ommendations in this audit. The audit acknow-
ledges the sound processes CCO has in place
to assess whether a cancer screening program
is needed and recognizes the Ontario-wide
commitment to establish high-quality, evidence-
based screening programs for breast, cervical
and colorectal cancer.

Screening is most effective when offered
through a high-quality organized program
that promotes participation; identifies and
follows the target population through the
screening journey; sends eligible people invita-
tions, results letters and recalls to screening;



incorporates follow-up processes for those
with abnormal test results; ensures access to
high-quality diagnostic services; and includes
program evaluation and reporting.

The audit identifies areas that CCO is already
working to address, reinforcing the value of its
current work and its future directions. CCO will
continue to work closely with the Ontario Min-
istry of Health and Long-Term Care to ensure
that Ontarians have access to high-quality
cancer screening services.

The Ministry acknowledges the recommenda-
tions contained in the Auditor General of
Ontario’s cancer screening report and thanks
him for conducting this timely audit. The
Ministry is committed to the development and
implementation of innovative initiatives and
solutions that address the impact of cancer and
other chronic diseases on Ontarians. We wel-
come any insights and recommendations from
the Auditor General that may help to further
inform our ongoing planning and implementa-
tion of cancer screening programs and services.

Breast, cervical and colorectal cancer screen-
ing saves lives when these cancers are detected
in early stages. The Integrated Cancer Screening
(ICS) program, delivered by the Ministry in
partnership with CCO, is integrating existing
breast, cervical and colorectal cancer screening
programs and services into one co-ordinated
provincial program to support the public, pro-
viders and health-system planners in improving
the quality and uptake of screening.

CCO reports that between 1990 and 2007,
breast cancer mortality rates declined by 35%
for women aged 50-69 and by 29% for all ages.
Since the program was launched in 1990, the
Ontario Breast Screening Program (OBSP) has
provided more than 4.1 million screens to more
than 1.2 million women aged 50 and older

Cancer Screening Programs m

across Ontario and detected more than 22,000
cancers, the majority in the early stages. In
March 2011, the OBSP was expanded to include
women aged 30-69 years who are at high risk
for breast cancer due to genetic factors, medical
or family history.

As for colorectal cancer screening, the 2012
Cancer System Quality Index (CSQI) reported
that in 2010, just over half of Ontarians aged
50-74 were up-to-date with Fecal Occult Blood
Test, flexible sigmoidoscopy and/or colonos-
copy. The Ministry and CCO are committed to
further increasing participation in colorectal
cancer screening, including evaluating new
screening technology for use in Ontario.

Detailed Audit Observations

STRATEGIC INITIATIVES

Over the years, Cancer Care Ontario (CCO) has
developed a number of strategic initiatives to
reduce the incidence and mortality from cancers. In
2003, CCO in collaboration with the Canadian Can-
cer Society issued Cancer 2020, Targeting Cancer:
An Action Plan for Cancer Prevention and Detection,
areport that provided a long-term provincial plan
for reducing the number of people diagnosed with,
and dying from, cancer by 2020. In addition to this
long-term plan, CCO developed and released three
separate three-year Ontario Cancer Plans to provide
a more detailed road map for cancer care.

In 2010, the Ministry of Health and Long-Term
Care (Ministry) initiated an Integrated Cancer
Screening (ICS) strategy. The Ministry committed
$45 million to CCO from the 2010/11 through
2012/13 fiscal years to implement the strategy,
which aims to, among other things, increase patient
participation in screening, make primary-care
providers aware of their role in the process, expand
information systems to better identify eligible and
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high-risk people, and better monitor and report on
the screening process.

CCO has implemented three cancer screening
programs—the Ontario Breast Screening Program,
ColonCancerCheck and a cervical cancer screen-
ing program. Our review showed that CCO had
sound processes in place to assess whether a cancer
screening program should be established and
that its decisions were based on clinical evidence
that demonstrated that screening was effective in
reducing mortality. According to a national body’s
expert panel, Canadian Partnership Against Cancer
(CPAQ), a “reduction in cancer mortality is the
definitive requirement to confirm that the screening
test is effective.”

We noted that the criteria used to determine
which types of cancer warranted screening pro-
grams were in accordance with principles estab-
lished by the World Health Organization (WHO).
These criteria included, for example, an assessment
of whether the condition is an important health
problem, whether a suitable screening test or
examination exists, and whether the overall benefit
of the screening program outweighs potential harm
from its application. For instance, in the case of
prostate cancer, the balance of evidence has sug-
gested that the harm of implementing an organized
prostate cancer screening program may outweigh
the benefits. CCO has indicated that it is continuing
to monitor the current research work in this and
other types of cancer, such as lung cancers.

CANCER SCREENING PROGRAMS

There is substantial evidence to demonstrate that
early screening and detection is critical in helping
to reduce deaths from cancer. Early detection of
cancers can lead to less invasive treatments and
improved health outcomes.

As agencies in other jurisdictions such as
Australia, New Zealand, the United Kingdom and
other Canadian provinces have done, CCO has
implemented cancer screening programs for breast,
colorectal and cervical cancers.

A review of the mortality rates from 1992 to
2012 showed a decrease in the rates for each of the
three types of cancers over the period. However,
the rates of decline have slowed in recent years, as
shown in Figure 1. According to Canadian Cancer
Society data, Ontario’s mortality rates for these
three cancer types are comparable to those of most
Canadian provinces, with British Columbia, Alberta
and New Brunswick having slightly lower rates.

CCO told us that its efforts under the Integrated
Cancer Screening strategy to improve screening
participation rates and the quality of screening ser-
vices would help accelerate the reduction of cancer
mortality rates.

Participation in and Access to Cancer
Screening Programs

Screening programs are effective if they reach a
sizeable percentage of the target population. Over
the years, many different target participation rates
have been established to guide cancer screening.

The Cancer 2020 report in 2003 set participation
rate targets of 90% to 95%, but CCO subsequently
established what it deemed were more realistic
target rates in its three-year Ontario Cancer Plans.
Then, the Ministry, seeing that participation rates
for all three programs had been levelling off,
worked with CCO to develop an Integrated Cancer
Screening (ICS) strategy to improve participation
in screening for breast, cervical and colorectal
cancers. The strategy included targets for gradually
increasing participation rates from 2009/10 to
2013/14. For example, the breast cancer screening
target increases from 66% in 2009/10 to 73% in
2013/14.

Participation target rates apply only to people
deemed to be eligible for the screening. Eligibility
criteria are based on such things as an age range or
a person’s other risk factors in developing a particu-
lar cancer, such as family history. At the time of our
audit, the most recent CCO participation rate data
available was for 2009/10, as shown in Figure 2.
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Figure 1: Mortality Rates for Breast, Colorectal and Cervical Cancer in Ontario (per 100,000 Ontarians)

Source of data: Cancer Care Ontario
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in Ontario.
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To promote public awareness of the cancer
screening programs, the Ministry spent a total of
$13 million from 2007/08 to 2011/12 for com-
munication and promotion; CCO spent $5.9 mil-
lion over the same period to promote the screening
programs to various health-care providers and
stakeholders.

The Ministry and CCO were jointly responsible
for the promotion of the cancer screening pro-
grams. An overall framework was developed to
ensure a consistent and focused message, with the
Ministry leading public communications and CCO
leading provider education. The Ministry and CCO
worked together on certain specific initiatives.

Our specific observations with respect to partici-
pation in and access to each of the cancer screening
programs are as follows.

Figure 2: Target and Actual Participation Rates in

Cancer Screening Programs (%)
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Source of data: Cancer Care Ontario

CCO Plan ICS Target Actual
Cancer Target Participation Participation
Screening  Participation Rate for Rate for
Program Rates 2009/10 2009/10
Breast 70 66 66.8
Colorectal 40 32 274
Cervical 85 72 72.0

Breast Cancer Screening

The Ontario Breast Screening Program (OBSP) was
implemented in 1990, and the eligible population
was women aged 50 to 69 years (changed to 50 to
74 years in November 2011) with average risk of
developing breast cancer. Average risk means there
is no risk factor other than being a woman and
being older.
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In July 2011, Ontario became the only jurisdic-
tion in Canada to integrate screening for women at
high risk for breast cancer into an organized breast
cancer screening program. The eligible population
is women aged 30 to 69 who are at high risk of
developing breast cancer. High-risk factors include
having a specific genetic mutation, a family history
that suggests hereditary breast cancer, a 25% or
greater lifetime risk confirmed through genetic
assessment, and having had radiation therapy to
the chest before age 30 or more than eight years
ago as treatment for another cancer or condition.

The average-risk program has tended to meet its
participation targets, while the high-risk program
was well below its target, although it should be
acknowledged that the program is relatively new.

Breast cancer screenings and assessments are
provided by more than 150 OBSP affiliate sites in
hospitals and independent health facilities. About
523,000 women were screened through the OBSP
in 2011/12. (Women can be screened outside of
this program. In the 2010/11 fiscal year, the most
recent year for which figures are available, about
112,800 women received mammogram services
outside of the OBSP in independent health facili-
ties.) About $78 million was allocated to OBSP for
breast cancer screenings.

For women with average risk of breast cancer,
guidelines recommend cancer screening with mam-
mography every two years. For women at high risk,
the guidelines recommend annual screening with
magnetic resonance imaging (MRI) or ultrasound,
as well as mammogram.

In 2009/10, the most recent year for which
statistics are provided, the participation rate for the
eligible population at average risk of breast cancer
was 66.8%, which meets the Integrated Cancer
Screening strategy target, but is short of the CCO’s
target of 70% in its Ontario Cancer Plans.

In 2011/12, the Ministry allocated about
$11.6 million for screening of high-risk women.

Of this, approximately $6.5 million was provided
to CCO, including $4.7 million for an expected
20,000 screening exams and associated costs, and
$1.8 million for genetic assessments.

To access genetic assessment services, a woman
must be referred to the OBSP by her doctor. Women
confirmed as being at high risk for breast cancer
will be booked for both a breast MRI and mammog-
raphy. A May 2011 announcement indicated that
screening these women with annual breast MRI
and mammography will detect approximately 17
cancers per year in every 1,000 women screened.

Program data for the first nine months of the
program, from July 1, 2011, to March 31, 2012,
showed that about 5,000 women aged 29 to 69
were referred to the OBSP high-risk program.

Of this total, about 600 women were screened.
This number is well below the 20,000 that the
Ministry expected for the program. CCO stated
that the low number could be because the program
started in the summer, or because women first

had to get a referral from their family doctor to

the program and many of them then had to have a
genetic assessment. Of the $4.7 million allocated
for high-risk screenings and related services, CCO
identified $3.3 million that needed to be returned
to the Ministry after the end of the fiscal year. CCO
told us it has lowered its projection for 2012/13 to
5,000 screens.

Wait Times for Breast Cancer Screening Services
Each OBSP affiliate site or regional office manages
its own mammography screening bookings. The
OBSP does not have a standard wait time for such
services. At the three regional offices we visited, we
found variations in the wait times ranging from just
over two weeks to 10%2 months. One reason that
women in the program wait could be due to the
high number of screenings and assessments done at
these sites for women who are not eligible for the
breast screening program. One site we visited did
20,500 mammograms in the 2010/11 fiscal year,
of which only 9,400 were for those women defined
as being eligible under the OBSP criteria. CCO has
data on the provincial totals of non-OBSP screens
conducted, but it did not collect such data on a
site-by-site basis to help it assess the capacity of its
more-than-150 breast cancer screening facilities.



In addition, data from 2008 (the most recent
year for which data is available) shows that 56% of
abnormalities identified in mammograms as requir-
ing biopsy were followed up within seven weeks.
This is below the national target established by the
Public Health Agency of Canada of 90% within that
time frame. CCO’s comparison with other jurisdic-
tions found that no other province had achieved this
national target. Public Health Agency of Canada data
from 2005/06 shows that only Nova Scotia did better
than Ontario on this measure, with 58% of instances
followed up on time, as compared to 57% in Ontario.

On our regional visits, we found there were
wait times associated with various stages of the
screening for those considered at high risk for
breast cancer—up to six months at some sites. CCO
conducted a survey at the end of 2011 of all genetic
assessment clinics that determined eligibility for
high-risk breast cancer screening. The survey found
that wait times from when a woman received her
referral to her first appointment averaged 84 days.
Most clinics in the survey indicated that the waits
were primarily a result of their not having enough

staff to do the genetic assessments more quickly.
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RECOMMENDATION 1

To improve breast cancer screening services to
eligible participants, especially those considered
to be at high risk of breast cancer, Cancer Care
Ontario (CCO) should periodically evaluate

the wait times at each of its screening facilities.
As well, CCO should take measures to increase
its capacity to expedite genetic assessments for
women who have been referred to the high-risk
program by their doctors.

CCO agrees that a reduction in wait times at all
screening sites is important in order to improve
breast cancer screening and assessment servi-
ces. CCO will work with the regions to evaluate
and improve wait times for screening and
follow-up of abnormal screens.

Cancer Screening Programs m

CCO is conducting a one-year evaluation to
identify areas where improvements can be made
to the Ontario Breast Screening Program’s new
high-risk program. This is to be completed by
March 2013. This evaluation will include wait
times for MRIs and genetic assessments (i.e.,
counselling and testing) for women in the high-
risk screening program. Based on the outcomes
of the one-year evaluation, CCO will implement
improvements to the program, with a special
focus on reducing wait times for MRIs and
breast assessments, where needed, beginning in
2013/14.

The Ministry supports the evaluation of wait
times for breast screening at each of its screen-
ing sites. The Ministry will work with CCO to
evaluate and improve wait times for screening
and follow-up of abnormal screens at all screen-
ing sites.

The Ministry has provided CCO with resour-
ces to conduct an evaluation of the Ontario
Breast Screening Program to identify improve-
ments, with a special focus on reducing wait

times for MRIs and assessments as appropriate.

Colorectal Cancer Screening

In 2007, the Ministry committed $195 million
for colorectal cancer screening over the five-year
period from April 1, 2007, to March 31, 2012. CCO
then launched the ColonCancerCheck program
with total committed funding of $72 million for the
same five-year period. The eligible population of
the program was men and women aged 50 to 74.
The program chose the guaiac Fecal Occult
Blood Test (FOBT) kit as the primary colorectal
cancer screening tool for Ontarians considered to
be at average risk. This would include those with
no family history of colorectal cancer or symptoms.
FOBT testing is recommended every two years.
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When an FOBT is positive, the primary-care pro-
vider should refer the patient for a colonoscopy
follow-up.

The program also includes people considered to
be at increased risk—these are people with one or
more immediate relatives who have, or have had,
colorectal cancer—but the protocol is different.
People at increased risk can bypass the FOBT and
are fast-tracked to have a colonoscopy. If no cancer
is detected during the colonoscopy, a person is
encouraged to be tested again every five to 10 years.

In 2011/12, 63 hospitals signed agreements
with CCO and received incentive funding of
$4.6 million to participate in the ColonCancer-
Check program. The hospitals performed a total of
14,300 colonoscopies in that year.

Participation in Colorectal Cancer Screening
ColonCancerCheck reports that the participation
rate among the eligible population (men and women
aged 50 to 74) in 2009/10 was 27.4%, short of the
ICS target of 32% and CCO’s Ontario Cancer Plan
target of 40%. However, the program measured
only the rate of participation in the FOBT. In our
visits to regional offices, and to some hospitals in
these regions, we were told that the low rates might
be partly due to the fact that many doctors think
the FOBT is not reliable enough as a screening tool,
and they were instead referring many average-risk
people directly for colonoscopy screening. Indeed,

a Ministry-commissioned survey in 2010 found

that 37% of physicians believed the FOBT was not
reliable enough to be used as a population-based
screening tool. Accordingly, there were likely many
more average-risk people being screened than were
participating in the FOBT. (CCO told us at the time of
our audit that it was conducting a pilot project using
another stool-based test kit, the Fecal Inmunochem-
ical Test, or FIT, which has a higher sensitivity than
the approved FOBT kit being used to that point; the
different kit may address physicians’ concerns about
using the FOBT to screen for colorectal cancer.)

As well, because the participation rate figure
did not include the direct colonoscopy screening of
people considered at increased risk for colorectal
cancer, the overall participation in colorectal cancer
screening in Ontario was understated.

In December 2011, a Joint Steering Committee
of the Ministry and CCO approved a method of
calculating the colorectal cancer screening rate that
includes people screened with FOBT, flexible sig-
moidoscopy or colonoscopy, and decided that this
calculation would be reported in addition to the
FOBT participation rate. However, this method of
calculation will result in overstating the screening
participation rate because it also includes all indi-
viduals receiving treatment for colorectal cancer
or precancerous lesions, and such treatment is not
considered to be screening.

Under this new calculation method, the colo-
rectal testing rate was reported in 2012 as 53%
for 2010. It included everyone who had completed
an FOBT in the previous two years, or who had
had a flexible sigmoidoscopy in the previous five
years, or colonoscopy in the previous 10 years,
from all sources, including private colonoscopy
clinics. Thus, about half of the eligible population
remained unscreened.

Colonoscopy Wait Times at Hospitals

When the colorectal cancer screening program
commenced in 2007/08, 57 hospitals participated
in the program. This increased to 74 in the 2008/09
fiscal year and then dropped to 64 in 2010/11 and
62 in 2011/12.

The Canadian Association of Gastroenterology
set a goal of two months to complete a follow-
up procedure for a positive FOBT, a benchmark
adapted by CCO as eight weeks. For people with a
family history of colorectal cancer, the benchmark
for the time from referral to colonoscopy was set
by the Association as six months, adapted by CCO
as 26 weeks. The ColonCancerCheck program
set a provincial target of 75% for the eight-week
benchmark and a provincial target of 80% for the



26-week benchmark for those with a family history
of colorectal cancer.

The Cancer System Quality Index (CSQI),
recently published by the advisory group Cancer
Quality Council of Ontario, reported that in 2011
73% of positive FOBT cases met the eight-week
wait-time benchmark, an improvement over 60%
in 2009. As stated in CCO reports, 80% of family
history cases met the 26-week benchmark in
2010/11, an improvement over 71% in 2008/09.
Our review of records at hospitals found that wait
times exceeded the benchmarks of eight weeks for
positive FOBT follow-up and 26 weeks for family
history cases. Our review identified instances where
individuals with positive FOBTs waited as long as
17 weeks for a follow-up colonoscopy and those
with family history of colon cancer waited as long
as 72 weeks for a colonoscopy.

While there was improvement in the two wait-
time rates, almost 30% of participants did not
receive a follow-up colonoscopy within eight weeks
of a positive FOBT result and within 26 weeks of
a referral for increased risk. Some people were
screened at private clinics, but CCO did not have
access to the referral dates to private clinics to
assess the wait times of participants.

CCO attributed the shortfall in meeting its
targets to a number of things, including physicians
who did not follow up with participants, reluctance
of some people to have a colonoscopy, and phys-
icians who told patients with positive FOBT results
to repeat the test when they should have been
referred at that point for a colonoscopy.

RECOMMENDATION 2

To increase participation and improve its
colon cancer screening efforts, Cancer Care
Ontario should:

e examine and work to address the concerns
doctors have with the effectiveness of the
Fecal Occult Blood Test as a screening
tool; and

Cancer Screening Programs m

e explore approaches for reducing the wait
times for colonoscopy procedures, especially
those for increased-risk patients.

CCO agrees with this recommendation and is
working to increase participation and improve
the colorectal cancer screening program. It will
continue to educate primary-care providers
about the highest-quality evidence supporting
FOBT screening. In addition, it will continue
to evaluate the feasibility of introducing other
screening tests that have recently been shown
by highest-quality evidence to reduce colorectal
cancer mortality—namely, a more sensitive
stool-based test (the Fecal Inmunochemical
Test, or FIT) and flexible sigmoidoscopy. Both
methods are appropriate for average-risk
screening and may be more acceptable to
primary-care providers, including doctors.
CCO will continue to work with the regions
to improve wait times for colonoscopy at sites
that are not meeting wait-time targets, espe-
cially for increased-risk patients (those with a
first-degree family history of colorectal cancer),
through regular quarterly performance reviews
and contract management.

The Ministry has provided CCO with funding to
conduct provider education and a pilot evalua-
tion of newer Fecal Immunochemical Test tech-
nology for use in Ontario.

The Ministry has also provided CCO with
funding to:

e expand colonoscopy capacity to reduce wait
times for individuals who are at increased
risk of colorectal cancer; and

e conduct a pilot to leverage non-hospital
colonoscopy clinics to improve capacity for
colonoscopy services, as part of the Colon-
CancerCheck program.
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Cervical Cancer Screening

The cervical cancer screening program was
launched on June 15, 2000. In 2010/11, the Min-
istry paid $54.8 million to doctors and labs for Pap
tests. Screening is primarily performed with Pap
tests done by physicians in their offices as part of
routine checkups. When a low-grade abnormality
shows up on a Pap test, the woman usually receives
a repeat Pap test in six months. When a high-grade
abnormality shows up on a Pap test, the woman is
usually referred for a colposcopy—a visual exam-
ination of the cervix using an instrument called a
colposcope. In some cases, tissue is removed in a
biopsy, and a pathologist makes a diagnosis. Col-
poscopies are performed in hospital-based clinics or
in private clinics.

CCO has recently issued updated guide-
lines that recommend the use of the Human
Papillomavirus(HPV)-DNA test as a cervical cancer
screening tool for women aged 30 years and older.
The agency is working with the Ministry to explore
how the test can be incorporated into the screen-
ing program.

Participation Rates of Women with Invasive

Cervical Cancer
Cervical cancer is largely preventable with HPV
immunization, regular screening and appropriate,
timely follow-up of abnormal results. Cervical
cancer mortality increases steeply from age 45. The
most recent Ontario Cancer Registry data, from
2009 to 2011, shows that 83% of deaths from cer-
vical cancer occurred in women over 45.

Our review showed that in spite of the fact

that older women were at increased risk of dying
from cervical cancer, they were not appropriately
targeted for screening and were inadequately
screened. For instance, between 2009 and 2011,
older women were twice as likely not to have cer-
vical cancer screening in the three years prior to
being diagnosed with invasive cervical cancer than
younger women. Specifically, two-thirds of women
aged 45 to 74 years diagnosed with invasive

cervical cancer did not have cervical cancer screen-
ing in the three years prior to being diagnosed,
compared to only one-third of women aged 21 to
34 years that were not screened. In fact, half of
women aged 55 to 74 years were not screened in
the 10 years prior to being diagnosed with invasive
cervical cancer.

Frequency of Cervical Cancer Screening
In general, CCO recommends cervical cancer
screening every three years for all women aged 21
to 69 who are or have ever been sexually active.
However, if a woman receives an abnormal test
result, CCO recommends that she be tested annu-
ally until she has three successive normal results.
The overall provincial participation rate for cer-
vical cancer screening in 2009/10 was 72%, which
fell short of the Ontario Cancer Plan target of 85%,
but met the Integrated Cancer Screening target.
There was a significant difference in participation
rates among age groups. CCO’s program evaluation
reported that the highest rates of screening par-
ticipation were among women aged 20 to 29 years
(74%), and the lowest rates were among women
aged 60 to 69 years (66%.) Accordingly, younger
women, who have a lower risk of cervical cancer,
have the highest rates of annual Pap test screen-
ing. Our review showed that 16% of women aged
20 to 29 who had normal Pap test results in 2009
were screened again within 12 months. This only
occurred in 7% of women aged 70 and older.
Discussions with CCO management indicated
that younger women (20 to 34 years) are more
frequently screened and rescreened because
physicians often link Pap testing to annual health
exams, contraception counselling and screening
for sexually transmitted infections. The Ministry
had identified this as an issue in 1996. Because
older women often have fewer contraceptive and
lifestyle reasons to see their doctor, they do not
get tested often enough, if at all, even though they
are at a greater risk of developing and dying from
cervical cancer.



CCO officials said the issue of too much or too
little screening can also be attributed to lack of an
organized system for telling people when they are
due to have the test. For the cervical cancer screen-
ing program to have an organized call and recall
system, it must be allowed to collect health infor-
mation about individuals without their consent.
This requires being approved for Prescribed Regis-
try status by the Ministry and the Information and
Privacy Commissioner. CCO obtained Prescribed
Registry status for the Ontario Cancer Screening
Registry in May 2011. The Information and Privacy
Commissioner approved CCO’s information prac-
tices and procedures in respect of the Registry in
October 2011. As a result, the program can now col-
lect data to identify eligible women and send them
directly all appropriate correspondence about test
results and to invite or recall them for screening.

According to CCO, it would be a better practice
to encourage doctors to view the Pap test as a
separate service, and not tie it to appointments for
contraception counselling, annual health exams
and testing for sexually transmitted infections.
CCO recommended that the Ministry, through its
negotiations with the Ontario Medical Association,
align its incentive payments for physicians with
its updated cervical cancer screening guidelines,
which were released to the public and health-care
providers in May 2012. The current physician
incentive bonus has been based on the percentage
of the target population who received a Pap test
in the 30 months prior to March 31 of the fiscal
year for which the bonus is being claimed. This is a
six-month shorter interval than the 36 months that
the CCO recommends between Pap tests, and may
encourage over-screening. In addition, there were
no financial disincentives to screening women more
frequently than at the recommended intervals.

Wait Times for Colposcopy Services
For screening to be effective, timely follow-up of
abnormal Pap test results is critical. The 2012 Can-
cer System Quality Index noted that 17% of women

Cancer Screening Programs

aged 20 to 69 did not have a follow-up colposcopy
within six months of a high-grade abnormal Pap
test. The 2008 colposcopy guidelines specify that
less severe cytological findings should be followed
up with colposcopy within eight to 12 weeks, while
more severe findings should be followed up within

a shorter time. As a minimum standard, time from
referral to colposcopy should not exceed six months.

During our audit, we found that CCO had not
sent out any correspondence to the affected individ-
uals, but CCO informed us that now that it has Pre-
scribed Registry status, it planned, as of fall 2012, to
send result letters to all women aged 21 to 69 years
with abnormal or unsatisfactory Pap test results.

In February 2012, CCO did a preliminary review
of colposcopy data for the years 2008 to 2010 to
determine the median time for receiving a col-
poscopy. This preliminary review showed that the
median wait time for high-grade abnormalities was
generally about three months.

RECOMMENDATION 3

To improve the effectiveness of its cervical
cancer screening services, Cancer Care
Ontario should:

e target promotional and educational efforts
to increase participation and rescreening
rates among older women;

e educate the public and health-care providers
on appropriate cervical cancer screening
intervals; and

® monitor wait times for colposcopy proced-
ures for timely follow-up of women with
abnormal Pap test results.

CCO agrees with this recommendation and

is actively working to strengthen the cervical
cancer screening program. Providers who
perform cervical screening are key to ensuring
that screening and follow-up are done according
to guidelines. In May 2012, CCO disseminated
its new cervical cancer screening guidelines to
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providers across Ontario, along with information
they can distribute to women.

In addition, efforts to increase awareness
of cervical cancer screening guidelines among
providers and women of all ages will continue
through targeted media outreach and corres-
pondence campaigns beginning in July 2012.
This includes the development of awareness
campaigns with regional partners to promote
appropriate screening for under-/never-
screened populations and older women.

CCO will work with hospitals and colposcopy
clinics to monitor and improve colposcopy wait
times, where needed, and will work with primary-
care providers to improve follow-up rates for all
women with abnormal Pap test results.

The Ministry will continue to work with and
fund CCO to identify effective strategies for
delivery of promotion and education aimed at
increasing knowledge and awareness among the
public and health-care providers on appropriate
cervical cancer screening and clinically recom-
mended guidelines.

Cancer Screening for People with No
Family Physicians

According to the Ministry, about 6% of the adult
population does not have a family physician. Cur-
rently, when anyone without a primary-health-care
provider participates in any of the three cancer
screening programs, CCO is responsible for ensur-
ing that abnormal test results are followed up. CCO
then encourages these people to contact Health
Care Connect to find a physician for ongoing pri-
mary care. However, this process does not actively
seek out people who do not have family physicians
and get them into screening programs.

CCO has recognized that people who never,
or rarely, participate in screening programs often

face challenges relating to low incomes, immigrant
backgrounds, functional difficulties or sexual
orientation. CCO indicated that “current research
suggests that local, customized interventions best
address the specific barriers to screening experi-
enced by this group.” As a result, CCO received a
commitment from the Ministry of $4.5 million for
2010/11 to 2012/13 to develop initiatives directed
to the under- or never-screened population.

In 2010/11, CCO selected five of its 13 regions
for projects for under- and never-screened people,
and it is providing funding to these five regions
for two years, after which time it will evaluate the
initiatives to see if they should be expanded. CCO
informed us that there are plans to perform more
detailed analysis on a LHIN level to expand on the
current regional projects in the 2013/14 fiscal year.

In addition, under the Integrated Cancer Screen-
ing strategy, CCO has various proposals or pilot
projects to help improve participation in screening
programs among people who do not have family
physicians. Such initiatives include sending colo-
rectal cancer screening kits directly to a sample
of eligible people, providing screening invitations
and reminders to eligible people, and developing
community-based education/recruitment to engage
under-screened populations.

RECOMMENDATION 4

The Ministry of Health and Long-Term Care
should monitor and assess current Cancer Care
Ontario initiatives designed to improve partici-
pation in screening programs among people
who do not have family physicians to gauge
their effectiveness.

Improving participation in screening programs is
a key objective of the Integrated Cancer Screen-
ing program. The Ministry provides CCO with
the appropriate resources, mandate and public
support to carry out its initiatives and activities.



The Ministry and CCO are finalizing the cur-
rent Transfer Payment Accountability Agreement,
which includes appropriate mechanisms for mon-
itoring, oversight and reporting of CCO’s activities
against clearly defined objectives and targets.

In addition, the Ministry’s Health Care Con-
nect program continues to connect unattached
people with primary-care providers. Since its
inception, Health Care Connect has matched
and referred more than 100,000 people.

CCO agrees with this recommendation

and will work with the Ministry to ensure
appropriate monitoring of CCO’s activities to
improve participation among people who do

not have primary-care providers. CCO and

the Ministry are working to determine how to
increase screening access for all eligible people,
including those without providers, such as by
allowing self-referral for screening, having other
health-care professionals provide screening
tests, mailing FOBT Kits directly, and providing
screening in mobile settings. CCO and the
Ministry are collaborating to make necessary
regulatory changes to expand access to screening
through these channels, such as by permitting
laboratories to process screening tests dispensed
by non-physicians.

Increasing screening participation for people
without primary-care providers must be coupled
with ensuring timely follow-up for those who
have abnormal test results. CCO is working
with the Ministry to implement an organized
follow-up model for all those who have been
screened, particularly people without primary-
care providers.

MONITORING FOR QUALITY OF SERVICES

Monitoring the quality of cancer screening pro-
grams is important to help ensure that the pro-

Cancer Screening Programs m

grams live up to established minimum standards
and that a process is in place to assess their reliabil-
ity on an ongoing basis. Patients and their doctors
need to be able to trust the results. Our review of
the quality assurance programs in place for each

of the screening programs found significant varia-
tions. CCO had developed a comprehensive quality
assurance program for monitoring the breast cancer
screening program, but it had established only lim-
ited monitoring for the colorectal cancer screening
program, and none for the cervical cancer screen-
ing program. As well, our research indicated that
other jurisdictions, such as the United Kingdom,
have well-defined quality assurance processes that
may warrant consideration here in Ontario.

Breast Cancer Screening

CCO had developed a comprehensive quality assur-
ance program for monitoring the Ontario Breast
Screening Program (OBSP).

Sites must meet specific minimum requirements
before they can participate in the OBSP. Among
other things, they must receive and maintain
accreditation from the Canadian Association of
Radiologists Mammography Accreditation Program
(CAR-MAP). The accreditation covers radiologist
and medical radiation technologist qualifications,
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equipment, quality control, quality assurance,
image quality and radiation dose.

However, in 2009/10, 20% of breast cancer
screenings were done outside of the OBSP and were
performed at non-OBSP sites that were not subject
to the monitoring requirements. In discussions at
regional offices we visited, we were told that the
use of non-OBSP sites could be because doctors
were referring women to sites that were close by
or even in the same building as the doctor’s office,
or because doctors and patients are not necessarily
aware that there is a difference between OBSP
and non-OBSP services. As a consequence, these
women did not have access to CCO’s follow-up of
abnormal test results, reminders or recalls for the
next appointment, or to the CCO’s quality assurance
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processes as did women screened at OBSP sites,
although their results were still read by a radiologist
and sent to their doctor for follow-up.

We were informed by CCO during the audit
that the College of Physicians and Surgeons of
Ontario (College) would be requiring CAR-MAP
accreditation for non-OBSP independent health
facilities by early 2013. The College has since
included a requirement for CAR-MAP accreditation
by 2014 in the updated Clinical Practice Parameters
and Facility Standards for all independent health
facilities. Hospitals that provide mammography
services are not required to have CAR-MAP
accreditation, but CCO has recommended that the
Ministry require it. The Ministry has agreed that
CCO should strike an expert panel and work with
CAR-MAP and the College to further develop this
recommendation. Subsequent to our audit, we were
informed that the Ministry was reviewing options
to ensure that all sites providing mammography
services are CAR-MAP-accredited by 2014.

In addition to requiring accreditation, the OBSP
has established several quality assurance processes.
These include regular reviews of the work of the
radiologists who assess the screens, inspections of
mammography machines every six months, reviews
of the work of medical radiation technologists, and
chart audits to ensure information on participants
is complete and up to date.

For quality assurance purposes, the OBSP also
conducts what are called “interval cancer reviews”
of cases in which a woman has been diagnosed
with cancer after having had a previous screen-
ing test that reported normal results. This is to
determine if the cancer was missed at the previous
screening or whether the cancer developed subse-
quent to the screening, which provides feedback to
OBSP radiologists.

In 2009, 225 such cases had been reviewed and
81 were further investigated. Of these 81 cases,

42 were subsequently classified as missed-at-
screening. No interval cancer reviews were done
from the end of 2009 to July 2011, because CCO’s
OBSP radiologist-in-chief had retired and a new

radiologist-in-chief was not hired until July 2011.
At the time of our audit, a backlog of almost 900
interval cancer cases needed to be reviewed. CCO
informed us that it expected to complete its follow-
up review of these cases by December 2012.

CCO arranges for independent inspection of
mammography machines every six months to make
sure their radiation levels are within the acceptable
range. We reviewed a sample of inspection reports
at three regions we visited. One region had not
received all the reports from its sites on how they
followed up on any issues that arose in the inspec-
tions. Some of these reports were due in August,
September or October of 2011. At another region, all
issues that were reported had been addressed, and
at the third, no significant issues were identified.

Regional offices are required to conduct audits
of patient records (chart audits) to ensure that
data entered in the screening system is accurate, in
accordance with OBSP standards and policies, and
consistent with data entered in the provincial infor-
mation system. We found that the chart audit policy
did not specify the sample sizes to be reviewed, the
frequency of the reviews, and, when concerns are
identified, what the subsequent review frequency
must be. At the regions we visited, we found signifi-
cant variations:

e Only three of the four regions we visited
conducted chart audits. The region that did
not perform chart audits chose to conduct
sample reviews for only cases with abnormal
screen results.

e For the three regions that conducted chart
audits, the frequency and types of reviews
varied. One region conducted chart audits
every three years with less extensive chart
reviews between the audit years. The other
two regions conducted annual chart audits.

e The three regions each reviewed a sample of
20 files for each site they audited, regardless of
the number of yearly screens performed at the
site. Therefore, a site that performed 10,000
screens annually had the same sample size as a
site that performed 500 screens annually.



Colorectal Cancer Screening

CCO and the Ministry maintain some monitoring
mechanisms for colon cancer screening. We noted
the following observations.

Quality of Laboratory Services
In the ColonCancerCheck program, the completed
FOBT Kkits are analyzed at participating community
laboratories for the presence of blood in the sam-
ples. Test results are then sent to the participant’s
physician as well as to CCO. The physician informs
the participant of his or her screening result. CCO
also notifies the participant of his or her result. If
a test result is positive, a colonoscopy is usually
recommended as a follow-up test.

Labs that want to participate in ColonCancer-
Check must sign an agreement with the Ministry
that outlines specific requirements, such as that
the lab must be accredited by the Quality Manage-
ment Program Laboratory Services of the Ontario
Medical Association, and that it must conform to
the Canadian External Quality Assurance Program
established by the Ontario Association of Medical
Laboratories (Association). Under an agreement
between the Association and the Ministry, total
Ministry-approved funding is up to $45 million
over five years. A committee of the Association,
comprising members from all labs that are partici-
pating in ColonCancerCheck, monitors the quality
of laboratory performance through monthly profi-
ciency testing.

Not only are there no Ministry or CCO represent-
atives on this quality committee, but neither the
Ministry nor CCO received reports on the quality
assurance process and related results. The agree-
ment between the Ministry and the Association
states that the Ministry will only be informed of
concerns that are not satisfactorily resolved by the
appropriate laboratory, and must then be referred
to the Ministry for action. The Association told us
that there have been no incidents that needed to be
referred to the Ministry since the quality assurance
program began in 2008.

Cancer Screening Programs m

Quality of Hospital Services
CCO uses colonoscopy as a primary screening tool
for people considered at increased risk of colon can-
cer, and as a follow-up test to positive FOBTs. Only
colonoscopies performed at participating hospitals
are eligible for incentive funding from the colo-
rectal cancer screening program. In 2011/12, these
hospitals performed about 14,300 colonoscopies
and received incentive funding of $4.6 million. Par-
ticipating hospitals must meet specific quality stan-
dards outlined by CCO, including the following:

e endoscopists must perform at least 200 colon-
oscopies annually to achieve or maintain
competency;

e the hospital’s rate of bowel perforation must
be no higher than one in 2,000 for screening
procedures and one in 1,000 for all proced-
ures; and

e the examination of the bowel must meet a
particular standard so that the thoroughness
of the procedure can be assessed.

We found that CCO collected the necessary data,
but it did not analyze and monitor the data with
respect to whether individual endoscopists com-
plied with the requirements. Specifically, we found
the following:
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e From colonoscopy data from 2008/09 to
2010/11, we asked CCO to identify the
percentage of endoscopists in the colorectal
cancer screening program who did not do the
minimum 200 colonoscopies annually. The
review showed that more than 20% of endos-
copists did not meet the requirement.

e Our review of perforation data from 2009/10
to the third quarter of 2011/12 for three
regions we visited showed that the participat-
ing hospitals generally met the perforation
rate standards. However, the rates were
determined based only on perforations that
occurred on the procedure date. Our discus-
sion with an expert in the field, as well as a
review of research articles, indicated that
complications may arise up to 14 days after
the procedure. CCO said it did not track
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this information beyond the procedure date
because it was very challenging to do so.
Other than the professional requirements of the

specialists who conduct colonoscopy procedures, as
well as the hospitals’ requirements, there is no com-
prehensive quality assurance process. CCO told us
that it is considering developing a quality assurance
process that is similar to that of the breast cancer
screening program.

Quality of Services at Private Clinics
There are approximately 50 private clinics in
Ontario that offer colonoscopy services but are not
eligible to receive incentive funding for colonoscop-
ies. Until 2010/11, these private clinics were not
subject to any specific program quality standards
and data collection requirements, as hospitals
are under the colon cancer screening program.
In 2010/11, however, the College of Physicians
and Surgeons of Ontario began monitoring and
inspecting these clinics. CCO is conducting a pilot
project to explore how to incorporate these clinics
into the screening program.

Cervical Cancer Screening

As mentioned earlier, CCO received Prescribed
Registry status for the Ontario Cancer Screening
Registry in May 2011. The Information and Privacy
Commissioner approved CCO’s information prac-
tices and procedures in respect of the Registry in
October 2011. Receipt of Prescribed Registry status
enables the establishment of a comprehensive qual-
ity assurance program. Prior to receiving this Pre-
scribed Registry status, CCO was not able to obtain
enough data to establish such a program. We made
the following observations.

Quality of Laboratory Services
Cytology samples are generally obtained through
Pap tests done in doctors’ offices and are then
analyzed by laboratories. CCO relies on the quality
assurance processes that govern the accreditation

and proficiency testing of labs by the Quality Man-
agement Program—Laboratory Services (QMP-LS),
operated by the Ontario Medical Association. In
addition, the Ministry licenses laboratories to per-
form a defined set of tests.

CCO is responsible for quality assurance for the
cervical cancer screening program. A quality assur-
ance program would include test quality standards;
the collection of data and monitoring of compliance
to those standards; performance indicators; and the
development of laboratory-related targets. However,
CCO had not yet developed a quality assurance pro-
gram for cervical cancer screening. CCO indicated
that it did not have the authority to collect all of the
data required for performance management and
reporting by providers until it received Prescribed
Registry status in October 2011.

We also reviewed how quickly cytology test-
ing should be completed. From 2007 to 2010, the
provincial median turn-around time decreased to
15 days from 21. However, turn-around time varied
widely among laboratories. For instance, in the
2010 fiscal year, the median turn-around time at
individual labs ranged from seven to 33 days.

Quality of Colposcopy Services
Colposcopy is performed to investigate cervical
abnormalities, such as pre-cancerous lesions.
In 2010/11, the Ministry reported that 125,400
colposcopy procedures were performed, a 28%
increase from the 98,000 completed in 2004/05.
Colposcopies are done in hospital-based clinics or
in physicians’ offices.

In 2008, CCO established colposcopy guidelines,
including guidelines on qualifications and train-
ing for those who perform the procedure, and on
quality assurance measures. However, CCO has not
assessed and monitored the quality of colposcopy
services to make sure they are provided in accord-
ance with these guidelines. For instance, we found
the following:

e According to the guidelines, those performing

colposcopy should complete approximately



100 colposcopies per year to maintain their
competency level, with at least 25% of cases
being new patients. As discussed earlier, CCO
did not have the authority to collect all of the
data required for performance management
and reporting by providers until it received
Prescribed Registry status in October 2011.

e The guidelines call for colposcopy clinics to
undergo annual reviews for quality assurance,
and for clinical audits to be done at regional
and provincial levels to ensure consistent
results and provide appropriate feedback to
clinicians. CCO has not implemented a qual-
ity assurance program or conducted clinical
audits since the program began in 2000.

After CCO was granted authority to collect

and review the data to assess quality of services

in October 2011, it also signed a data-sharing
agreement with the Ministry in January 2012 to
access the necessary health information. With access
to the Ministry’s claims payment data, CCO will

now be able to gather information on the number of
colposcopies performed, whether a biopsy was done,
the number of physicians performing colposcopies
and the physicians’ specialties. However, CCO still
will not have data on the results of colposcopies and
biopsies from all sources, including hospitals, clinics
and other facilities.

RECOMMENDATION 5

To ensure that Ontarians are receiving quality
cancer screening services, Cancer Care Ontario
should work with the Ministry to:

e establish monitoring procedures to ensure
that quality assurance requirements are met
for screening of breast, colorectal and cervical
cancers, regardless of whether they are pro-
vided under programs established by Cancer
Care Ontario or other service providers; and

e obtain screening data so it can review and
assess the work performed by all service
providers and measure the results against
appropriate quality assurance standards.

Cancer Screening Programs m

CCO strongly agrees that screening is most
effective when offered through an organized
program that incorporates all service providers
and uses robust quality assurance mechan-
isms to maximize the benefits of screening

and minimize the harms. CCO also agrees that
other jurisdictions, particularly the United
Kingdom, offer excellent models for quality
assurance programs. Building on models such
as these, CCO will establish regular monitoring
procedures to assess performance against qual-
ity assurance requirements, such as by tracking
screening frequency, cancer detection rates and
competency of providers. CCO will work with
the Ministry to obtain the data and the man-
date required to ensure that quality assurance
requirements for screening programs are met
by all service providers, regardless of whether
screening services are provided under programs
established by CCO. This will include primary-
care providers, radiologists, colonoscopists, col-
poscopists, colonoscopy sites, mammography
sites and laboratories.

The Ministry will continue to work with and pro-
vide CCO with the appropriate resources, man-
date and support to carry out effective quality
assurance and monitoring of service providers.
Under the Laboratory and Specimen Collec-
tion Centre Licensing Act, all medical laborator-
ies must, as a condition of licensing, meet
the requirements of the quality management
program carried out by the Ontario Medical
Association (Quality Management Program—
Laboratory Services, or QMP-LS). The quality
management program carried out by the QMP-
LS is for all laboratory testing and includes
colorectal and cervical cancer screening tests.
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PERFORMANCE MEASURES
AND REPORTING

Public Reporting of Performance Indicators

CCO publishes annually its program indicators for
its three screening programs through the Cancer
Quality Council of Ontario’s Cancer System Quality
Index, a web-based public reporting tool that tracks
the quality and consistency of all key cancer servi-
ces in the province, from prevention and screening
through to end-of-life care. The Council makes rec-
ommendations for improvements to cancer services
to the Ministry, via CCO’s board of directors. In May
2012, the Council said CCO needed to continue its
efforts to improve the participation in its screening
programs. For instance, for 2008 to 2010, only 27%
of eligible women completed all the cancer screen-
ing tests recommended for their age.

CCO has also conducted formal evaluations of
the three cancer screening programs and issued

public reports on its assessments. The Ontario
Cervical Screening Program Report, issued in 2011,
covered 2003 to 2008; Ontario Breast Screening
Program, 20th Anniversary Report, issued in 2010,
covered 1990 to 2010; and ColonCancerCheck 2008
Program Report was issued in 2010.

The three cancer screening programs adopted
some of the performance indicators that were
developed by a national body, either the Public
Health Agency of Canada or Canadian Partner-
ship Against Cancer. The indicators used for the
breast cancer screening program were in line with
these key national indicators. However, both the
colorectal and cervical cancer screening programs
lacked indicators to assess the programs’ follow-up
and detection activities and outcomes. Under the
Integrated Cancer Screening strategy, CCO is work-
ing with the Ministry to set up and report on 13 key
performance measures for all three cancer screen-
ing programs.



Section

Background

The Criminal Law Division (Division) of the Min-
istry of the Attorney General (Ministry) prosecutes
criminal charges on behalf of the Crown before
provincial courts in Ontario. It consists of Crown
Attorneys, Deputy Crown Attorneys and Assistant
Crown Attorneys, who are appointed under the
Crown Attorneys Act (Act) and Crown Counsel, who
are appointed under the Ministry of the Attorney
General Act (collectively referred to as Crown
attorneys or prosecutors). The Act outlines the dut-
ies of Crown attorneys in prosecuting charges laid
by police forces, such as summoning witnesses to
attend court, providing disclosure to defence attor-
neys, presenting evidence in court and dealing with
bail applications of accused offenders.

It is the role of the Ontario Provincial Police and
municipal police forces to lay criminal charges,
under the federal Criminal Code of Canada and
the Youth Criminal Justice Act and other provincial
statutes, for such crimes as assault, uttering threats,
impaired driving, robbery and homicide. Certain
charges fall under the jurisdiction of federal pros-
ecutors, and Ontario Crown attorneys generally do
not deal with crimes involving drugs, terrorism, tax
law and money laundering.

IETVCIEEN  Ministry of the Attorney General

X¥i1y4 Criminal Prosecutions

The Division’s Crown attorneys also represent
the Crown in criminal appeals; provide legal advice
to the police, the Attorney General and other law
enforcement officials; provide special services such
as applications to a court for electronic-surveillance
authorizations, extraditions and search warrants;
and develop criminal law policy recommenda-
tions for both provincial and federal applications.
In addition, the Division participates with other
stakeholders in major initiatives targeting criminal
activity related to guns and gangs, as well as the
Ministry’s Justice on Target initiative to reduce the
average number of court appearances and days
needed to dispose of a criminal charge.

The Division receives about 600,000 new crim-
inal charges each year from more than 60 police
forces in Ontario. A Crown attorney is to prosecute
a criminal charge only if there is a reasonable pros-
pect of conviction and if it is in the public interest
to prosecute. If at any stage of the case changed
circumstances make the prospect of conviction
no longer reasonable, the Crown attorney is duty
bound to discontinue the prosecution.

Criminal charges are prosecuted in either the
Ontario Court of Justice or the Superior Court
of Justice. The vast majority of charges are dealt
with by the Ontario Court of Justice, which typ-
ically tries less serious offences presided over by a
judge alone; trials for more serious Criminal Code
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offences take place in the Superior Court of Justice
and are heard either by a judge alone or by a judge
and jury.

The Division operates from its head office in
Toronto, six regional offices and 54 Crown attorney
offices across the province. Operating expenses
totalled $256 million in the 2011,/2012 fiscal year,
84% of which was spent on staffing. The Division
employs approximately 1,500 staff, including about
950 Crown attorneys and 550 support and admin-
istrative staff. In addition, the Division spends
approximately $3.2 million annually on contract
lawyers who work on a part-time per diem basis.

Audit Objective and Scope

Our audit objective was to assess whether the
Division had established adequate policies, sys-
tems and procedures for the timely and efficient
prosecution of criminal matters on behalf of

the Crown, and for measuring and reporting on
program effectiveness.

Senior management reviewed and agreed to our
audit objective and associated audit criteria.

We conducted our fieldwork at the Division’s
head office in Toronto and visited five of the six
regional offices and 11 of the 54 Crown attorney
offices. Our work included interviewing staff,
including prosecutors assigned to the Guns and
Gangs initiative; reviewing recent reports and stud-
ies; and examining policies, records, case files and
systems. We also met with staff from the Ministry’s
Justice on Target initiative.

We also held interviews with representatives of
five police forces in the province, Legal Aid Ontario,
the Criminal Lawyers’ Association, and the Ontario
Victim Services Secretariat to discuss their per-
spectives on prosecutions and the criminal justice
system in Ontario.

We researched criminal prosecution programs
in other Canadian and foreign jurisdictions and
met with senior management of the federal and

three other provinces’ prosecutorial services. We
also engaged an independent expert who has senior
management experience in delivering criminal
prosecution programs.

We considered recommendations we made in
our previous audits of the Ministry, including Legal
Aid Ontario (2011), the Court Services Division
(2008), and our last audit of the Division (1993).
We also considered several major public reviews of
the criminal justice system over the last decade.

The Division’s internal auditor conducted
several reviews that were helpful in our audit,
including those about travel card use and employee
expenses; controls over the administration of
proceeds of crime; and the Division’s project to
implement a new electronic Crown Management
Information System (CMIS).

The number of Crown attorneys and the overall
staffing costs for the Criminal Law Division (Div-
ision) have more than doubled since our last audit
in 1993. Yet the number of criminal charges that
Crown attorneys dispose of per year has not sub-
stantially changed—572,000 in 1992, compared to
576,000 in 2011. Partly as a result of the Charter
of Rights and Freedoms, many cases are more
complex than they used to be, so that more time
and more court appearances are needed to pros-
ecute them. Also, additional Crown attorneys have
been assigned to deal with certain crimes, such as
those involving gangs and other dangerous and
high-risk offenders.

However, it is difficult to gauge the actual
impact of this on prosecutor workload, especially
because the Division makes little use of numerical
and statistical information to analyze the relative
workload, efficiency and effectiveness of its Crown
attorneys, and relies more on informal oversight
by senior staff at each of the 54 Crown attorney
offices. When we last audited the Division in 1993,



we noted “a systemic emphasis on prosecutorial
discretion,” and that monitoring was done by
“more subjective means, such as informal feedback
and personal knowledge about the individuals
involved.” This observation remains valid today.

We continue to believe the Division would bene-

fit from having information systems that would
provide it with reliable summary data on prosecu-
tor workloads, the outcome of prosecutions, the
average time taken to resolve charges and other key
performance indicators, both at a local office and
an individual Crown attorney level. The Division
can also make better use of the information on
court activities currently available from within the
Ministry until it completes the development of its
own information systems.

Our other major observations were as follows:

e The Division does not formally assess its pros-
ecutorial performance—for example, it does
not gather information on how efficiently
charges are screened; how long it takes to
prepare cases; whether court diversion pro-
grams for resolving minor criminal charges
are used appropriately; the number of bail
release applications, and what their condi-
tions and results are; and what the outcomes
of cases are. Furthermore, the rates at which
certain Crown attorney offices went to trial
were up to 20 times higher than the rates of
other offices, significantly increasing justice
system costs. We noted that Statistics Canada
reported that Ontario had Canada’s highest
rate of adult criminal charges withdrawn or
stayed (suspended by a court) in 2010/11
(43% for Ontario versus 26% for the rest of
Canada) and the lowest rate of guilty verdicts
(56% for Ontario versus 69% for the rest of
Canada)—but the Division does not have the
information needed to determine the reasons
for this or whether this relates more to certain
regions or Crown attorney offices.

e No staffing model has been established
to determine how many Crown attorneys
should be at each local office, and there is no

Criminal Prosecutions “

benchmark for what a reasonable workload

for each Crown attorney should be. Work-

loads per Crown attorney varied significantly
among local offices and between regions.

For example, at two similarly sized Crown

attorney offices, the average workload during

the 12-month period ending March 31, 2012,

was 572 charges per attorney at one and 1,726

charges per attorney at the other. The Division

does no periodic analysis to assess:

o the reasons for the significant decrease over
the last two decades in the average number
of charges a Crown attorney disposes of per
year; or

e whether Crown attorneys need to be
reassigned among Crown attorney offices
to balance workloads and ensure similar
charges can be handled consistently regard-
less of where in Ontario they are laid.

Of the Division’s six regions, the Toronto

Region disposed of the most charges in

total, but it did so at the highest cost per

charge—$437, compared to the average of the

other regions of $268. The Toronto Region

also disposed of an average of about 40%

fewer charges per Crown attorney than the
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average of other regions. We also noted that
the use of court diversion programs for per-
sons accused of minor criminal charges varied
widely between Crown attorney offices—for
example, one office reported that it resolved
11% of its eligible charges using diversion pro-
grams while a similarly sized office resolved
75%. Reasons for these significant differences
had not been analyzed.

The Division does not have a systematic
process in place to ensure that services at its
54 Crown attorney offices are consistently
meeting minimum professional and Division
standards. In our review of case files at 11
Crown attorney offices we noted no standards
for recording decisions and events, forms
were either missing or not used, and case files
were missing.
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o A much-needed electronic case management
system originally projected to cost $7.9 million
and to be completed by March 2010 has been
significantly delayed because of weak man-
agement, oversight and financial reporting,
and insufficient resources being dedicated to
the project. Other provinces, such as Mani-
toba, already have such systems in place and
we noted that, rather than develop a new
system, Alberta recently paid $1 for the rights
to use and further develop Manitoba’s system.

e Because the Division does not measure its
performance, the Ministry makes no mention
of the Division in its annual reporting. In this
respect, the Ministry differs from some other
jurisdictions, which do measure and report on
their criminal prosecution operations.

We did note that the Division has contributed to
some recent progress in improving court efficiency,
as reported by the Justice on Target initiative,
including the reversal of a decades-long trend of an
increasing number of appearances and days needed
to complete a criminal case in court.

The Criminal Law Division is committed to
continuing to provide the citizens of Ontario
with the highest-quality, efficient and effective
prosecution services in support of public safety.
The Division finds great value in and is actively
incorporating the observations and recom-
mendations of the Auditor General’s review as
it continues to improve how it delivers prosecu-
tion services in these changing times.

The audit correctly reports that cases are
more complex than 20 years ago. In addition
to the Charter of Rights and Freedoms, other
factors add to the complexity of cases, resulting
in an increased demand on Crown attorneys’
time and hence an increase in the number of
Crown attorneys. For instance, the introduc-
tion of mandatory minimum sentences has

resulted in significant reductions in guilty

pleas and significant changes in their timing,
which translate to more time being spent on a
file. A typical impaired-driving case illustrates
the point. Today one case takes two days in
court, whereas in 1992, two to four cases were
prosecuted in one day. In part because penalties
have increased, such charges are vigorously
defended and defence applications to exclude
key evidence that the defence alleges the police
obtained in violation of the accused’s rights
under the Canadian Charter of Rights and Free-
doms are common. Nevertheless, the Division
agrees with the Auditor General that it needs

to find a way of measuring the impact that
increased complexity has on workload.

We agree that information collection and
analysis are essential decision-making tools. We
recognize that a multi-faceted electronic case
management system is key, not only to informa-
tion collection and analysis, but also to moving
some of the paper-based manual processes into
an electronic approach. We are disappointed
with the progress made to date on our project
to implement such a system. Nevertheless, our
commitment to implement such a system, or
group of systems, remains steadfast, and we are
taking steps to get back on track.

In the meantime, the Division is taking
action to ensure the appropriate and necessary
measurement of our workforce and workload
through information already available to us. The
Division will identify the gaps in meaningful
data collection and will research similar metrics
and systems that are being used to measure
resourcing in the other jurisdictions referred to
in the report.

Through the actions that we are taking to
increase our effectiveness and to continuously
improve, we will deliver on the commitment to
public safety for the people of Ontario.



Detailed Audit Observations

MANAGING OPERATIONS

Since our last audit in 1993, the number

of criminal charges disposed of is virtually
unchanged—572,000 in 1992 compared to 576,000
in 2011. Yet the number of Crown attorneys and
support staff, as well as staffing costs—even after
taking inflation into account—have doubled over
the same period, as shown in Figure 1. In contrast
to some other provinces we visited, management
oversight tends to be more informal in nature, so
as not to be perceived to affect the independence
of each Crown attorney. As well, less use is made

Criminal Prosecutions “

of information as a means to gauge the relative
workload and effectiveness of the Division’s Crown
attorneys. Specifically, the Division lacks informa-
tion systems at many levels to provide information
to allow it to assess workloads and effectiveness.
We understand that there are reasons why dis-
posing of criminal charges consumes more resources
now than it did in the past. For example, additional
Crown attorneys have been assigned to focus on
domestic and sexual violence, guns and gangs,
dangerous and long-term offenders, and Internet
child exploitation. Changes in legislation and case
law that have occurred since 1982 as a result of the
Charter of Rights and Freedoms have increased
the complexity of many cases. The average time
and number of appearances required to dispose of

Figure 1: Annual Percentage Change in Number of Crown Attorneys, Charges Disposed and Criminal Law Division

Expenditures, 1992-2011

Source of data: Ministry of the Attorney General, Public Accounts
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* Annual percentage change for expenditures were based on amounts adjusted for inflation to 2011 levels using Statistics Canada’s Consumer Price Index.
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a criminal charge have both doubled since our last
audit, and these increases have been steadily climb-
ing over the last 20 years except for the most recent
year. Mandatory minimum sentences, disclosure
requirements, and more complex evidence, such as
DNA evidence, cell phone activities and computer
forensics, have also contributed to an increase in the
demand on Crown attorneys’ time.

Nevertheless, given a doubling of staff relative
to essentially no caseload increase, it is all the
more critical to objectively assess the efficiency
and effectiveness of the Division’s resource
management. This requires timely, relevant and
accurate information and analysis. Specifically,
the Division needs information on how efficiently
charges are screened; how long it takes to prepare
cases; whether court diversion programs are used
appropriately for minor charges; the number of bail
release applications, and what their conditions and
results are; and what the outcomes of cases are.
This information can help management assign pros-
ecutors to local Crown attorney offices to balance
workloads across the province and monitor trends
in charge resolution to identify situations that cause
inefficiencies and delays. However, the Division has
neither a manual nor a computerized system for
collecting the needed information. It also has not
established benchmarks against which it can assess
aspects of its performance.

Information that is available to the Division has
come primarily from outside sources, most notably
the Ministry’s Integrated Court Offences Network
(ICON), which reports on charges processed by the
Ontario Court of Justice for each courthouse. Most
Crown attorney offices serve only one courthouse,
making the ICON reports useful for assessing cer-
tain aspects of each office’s performance. However,
even though this information is distributed monthly
to regional and local Crown attorney management,
we found no indication that the Division routinely
used the information to analyze the performance
of its regional and Crown attorney offices and
individual Crown attorneys. As well, the usefulness

of this information to the Division is limited for the
following reasons:

e ICON reports information on a criminal
charge basis rather than by case or person.
Since most cases involve multiple charges
and not all the charges proceed, manage-
ment has not been able to determine whether
whole cases have been lost, or whether minor
charges were simply withdrawn but the case
proceeded on more serious charges.

e Although ICON reporting does separate the
number of charges that are stayed by the
court (proceedings against an accused are
stopped before an acquittal or conviction)
from the number of charges withdrawn by
prosecutors, it does not identify the reasons
for either occurrence; knowing this could help
the Division reduce their frequency. Stays and
withdrawals can occur for many reasons. For
example, the accused may have been denied
complete disclosure, a right to counsel or a
timely trial; evidence may have been deemed
inadmissible; and witnesses may have refused
to testify. In some of these cases, preventing
the stay and withdrawal is in the control of
the prosecutor.

Each Crown attorney office’s management
responsibilities are assigned to a senior Crown
attorney, who we noted also continues to carry
his or her own caseload. Senior Crown attorneys
told us that they rely extensively on feedback from
prosecutorial staff about their own workloads.
They also rely on anecdotal information, such as
comments from the judiciary, defence attorneys
and court staff, to make them aware of concerns
with prosecutors’ performance. The management
framework tries to strike a balance between pros-
ecutors having independence in the day-to-day
decision-making on cases assigned to them and the
need for Division management to hold prosecutors
accountable for efficient and effective prosecutions
that meet expectations and standards.

We noted that local Crown attorney offices have
developed their own management and operational



practices. In some cases, this is because local police
forces or courts are administered slightly differently
from one area to another or because the 54 local
Crown attorney offices vary greatly in size—the
smallest have only one or two Crown attorneys,
while the downtown Toronto office has more than
125. In smaller Crown attorney offices, one person
might handle all incoming cases from beginning

to end, whereas in larger offices it is common for
several prosecutors to work on a case at different
stages and make court appearances. However, there
is no overriding provincial management model, and
head office had not done a formal analysis on the
variation in practices among offices that could be
used to identify best practices in the various Crown
attorney offices where it might be beneficial to
standardize practices to reduce costs. For example,
we found no consistency in how case files were
handled by Crown attorneys, including ownership
and custody assigned to files between police forces
and Crown attorney offices, standards for docu-
mentation on case files, and notation standards for
key decisions, such as screening charges or bail and
sentencing recommendations.

| | RECOMMENDATION 1

To ensure that decisions on the use of legal

and support staff resources and results of
prosecutions are supported by timely, relevant
and accurate information, the Criminal Law
Division of the Ministry of the Attorney General
should identify what information is needed and
develop systems as soon as possible to deliver
this information to its regional and local Crown-
attorney-office management. The Ministry
should also use this information to hold the Div-
ision accountable for demonstrating the cost-
effective use of its resources. Until such time as
the Division can gather its own information on
its activities, it should make better use of the
available ministry information on courthouse
activities to more effectively oversee operations
and report on its use of resources.

Criminal Prosecutions

The Criminal Law Division recognizes the
importance of having reliable management
information system(s) to make informed deci-
sions in support of the effective leadership of
its operations.

The Division is reviewing existing systems
and the information available within the Min-
istry that relates to its work with a view to iden-
tifying the gaps in current information analysis,
reporting and report usage. The Division’s
longer-term objective is to ensure that future
information systems accurately capture and
support the analysis required to enable meas-
urement of the cost-effectiveness and optimal
use of its resources, including measurement and
assessment of workload.

OVERSIGHT OF PROSECUTORS

Management of cases and their timely progression
through the justice system has been a particularly
crucial issue since October of 1990, when the
Supreme Court of Canada released its ruling in the
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case of R. v. Askov. In general, at the time, the Askov
ruling and related rulings established that the
acceptable time to trial was generally eight to 10
months. As a result, thousands of backlogged char-
ges across the country were dismissed on grounds
of unreasonable delay in the prosecutions. Since
then, there have been further court rulings that
have narrowed the circumstances under which a
judge can dismiss a charge on the basis of unreason-
able delay caused by prosecutors. The Ministry has
been examining its processes to resolve charges at
the earliest opportunity to reduce both costs and
the risk of delays. Its Justice on Target initiative is
one of these strategies.

Justice on Target aimed to achieve, over a four-
year period ending in June 2012, a 30% reduction
in the number of court appearances and days to
dispose of a charge. Justice on Target reported that
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as of March 31, 2012, it had achieved success in
reversing a decades-long trend of increases, but it
was not close to meeting these reduction targets.
Court appearances and the number of days to
dispose of a charge had decreased by 7% and 2%,
respectively. The Division is a key stakeholder in the
initiative, contributing to the reductions achieved
by helping to implement opportunities for charges
to be resolved earlier.

The management staff at Crown attorney offices
told us that they informally monitor charges that
reach the eight-month, 10-month and 12-month
marks out of concern that charges will be stayed
due to the delay. As Figure 2 indicates, the backlog
of charges in the courts taking longer than eight, 10
or 12 months still exists and has not changed sig-
nificantly, although there has been some improve-
ment in the most recent fiscal year.

The Division does not track whether specific
actions taken by Crown attorneys have any effect
on the progress of a case. For instance, Crown
attorneys we interviewed told us that prosecutors
initiate only a small percentage of court adjourn-
ments—one of the leading causes of delays—but
there is little data to support this given that the
Division does not track the delays caused by
adjournments and the reasons for them. As well,
information in ICON on the causes of adjourn-

Figure 2: Ontario Court of Justice Percentage of
Criminal Charges Pending, 2007/08-2011/12

Source of data: Ministry of the Attorney General
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ments was either incomplete or not used by
the Division.

We were surprised that the Division does not
formally track the number of motions made by
defence attorneys to the court requesting that
charges be stayed due to delay, or the reasons for
the successful motions. Although the ICON system
identifies pending charges and the extent of the
delays, there is not enough data in ICON to analyze
what types of charges make up the backlog and the
reasons for the delays. As a result, it is up to the
Division to gather information on the reasons for
stays. Another example of an area where inconsis-
tencies should be probed by the Division to under-
stand and reduce delays is the setting of trial dates.
While courts control the progression of cases, we
noted at several Crown attorney offices we visited
that some courts had rules for setting trial dates
within, say, 90 days, while other courts had no
such rules. Prosecutors also have a significant role
to play in ensuring that cases progress through the
court in a timely manner by bringing any unneces-
sary delays to the attention of the court for action.
A senior Crown attorney also has the opportunity
to bring up more systematic causes for delays at a
particular courthouse at regular meetings that are
held with the judiciary on the administration of
the courthouse.

Statistics Canada reports that in 2010/11,
Ontario had the lowest proportion of guilty ver-
dicts in adult criminal cases among all Canadian
jurisdictions, at 56%. The national figure, exclud-
ing Ontario, was 69%. The Division has not ana-
lyzed its prosecution results to determine why this
might be the case.

The Division has said it is aiming to reduce the
number of trials that collapse—usually through
last-minute guilty pleas or the withdrawal of
charges—on the day the trial is set to begin. Trials
that collapse on the first scheduled court date incur
costs that could have been avoided because they
unnecessarily tie up courtrooms, court staff, the
judiciary, witnesses and police, all arranged months
in advance. Trial collapse rates vary widely among



Crown attorney offices, from 4% to 22%. The
Division obtains trial collapse rates from ICON, but
ICON does not provide enough detail to allow the
causes of the collapses to be analyzed or compared.
For instance, ICON captures only collapsed charges,
not collapsed cases. Minor charges are regularly
withdrawn at trial, particularly when multiple
charges have been laid, so statistics on collapsed
charges do not isolate the real problem, which is
the collapse of entire cases.

In addition, the Division did not analyze why cer-
tain regions and Crown attorney offices had higher
trial rates—local offices ranged from about 1% to
20% of total annual charges, and the region with the
highest rate was Toronto. The cost implications of
a Crown attorney office proceeding to trial at a rate
of 20 times more than another office warrants more
formal attention, particularly since the Toronto
Region has the largest total caseload in the province.

Disclosure and Screening of Charges

After police lay charges, they provide a report

on those charges to the Crown attorney’s office

in what is known as a Crown brief. Police forces
want to move to an electronic disclosure system to
improve efficiency, but the Division has been slow
to implement its system for accepting Crown briefs
electronically. At the time of our audit, only five of
54 Crown attorney offices were accepting electronic
disclosure from police forces.

After receiving a Crown brief from police, Crown
attorneys assess, or screen, the charge(s) to deter-
mine whether to prosecute—essentially, whether
there is a reasonable prospect of conviction and, if
so, whether the prosecution is in the public interest.
During this screening, Crown attorneys can decide
not to prosecute charges by withdrawing some or
all of the charges or otherwise resolving charges
without going to trial by recommending to the
court the use of diversion programs or alternative
sentencing options. Alternatively, additional char-
ges could be laid by the police on recommendation
of the Crown attorney.

Criminal Prosecutions

A stay of proceedings occurs when charges
are temporarily or permanently suspended by
the court, such as when the rights of an accused
person have been violated or the Crown attorney
requests that the accused person participate in a
diversion program; in contrast, withdrawn charges
are initiated by the Crown attorney when there
are no reasonable prospects of conviction or it is
not in the public interest to prosecute. Statistics
Canada, which receives data from the Ministry’s
Court Services Division, reports that 43% of adult
criminal cases in Ontario in 2010/11 were resolved
by staying or withdrawing charges laid, the highest
proportion of such cases in Canada. The average
of other provincial and territorial jurisdictions in
Canada was 26%. There could be many reasons for
withdrawing charges, including the quality of the
Crown briefs that police send to Crown attorneys
for charge screening, plea negotiations, witnesses
not co-operating and the success of diversion
programs. Such a significant difference could
also indicate that Ontario as a whole or certain
Crown attorney offices are incurring unnecessary
costs because weaker charges are not being suf-
ficiently screened out before court proceedings
begin. However, the Division does not collect data
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so that charge withdrawal rates can be analyzed

to determine if there are any systemic issues that
warrant attention.

Diversion Programs

The Ministry’s voluntary diversion program, called
the Direct Accountability Program, is an alterna-
tive to formal prosecution for people who have
been charged with minor criminal offences. The
program benefits the accused, the courts and the
community. The program involves accused people
being held accountable through community-based
sanctions such as restitution, community service
work, charitable donations or participation in pro-
gramming such as anger management or alcohol
and drug awareness. The charge(s) against the
accused can be withdrawn or stayed if the person



2012 Annual Report of the Office of the Auditor General of Ontario

I
S
o™
=
=5
-
©
@
v
=
=
>
L]
o™
L3
@
e
=
<
=
o

successfully completes the sanctions imposed.
Diversion strategies—used for charges that Crown
attorneys deem eligible, such as theft-of-property
offences—are less costly than formal court pro-
ceedings and they allow for quicker resolution of
charges, which frees up court resources.

Diversion programs were in place in almost
all Crown attorney offices. However, as Figure 3
illustrates, referral rates by Crown attorneys as
reported by the Justice on Target initiative differed
widely among the six regions. For example, the
Toronto Region had a referral rate of 57% and the
Eastern Region 35%. The referral rates varied even
more significantly among Crown attorney offices.
For example, in the 2011/12 fiscal year, two Crown
attorney offices in the same region that are roughly
the same size had referral rates of 11% versus 75%.
The Division’s process for tracking and analyzing its
use of the programs and the results of the referrals
did not sufficiently address the varying referral
rates or improve their consistency. As a result, the
Ministry cannot determine whether the diversion
programs are being appropriately used to the
extent possible. In fact, the varying use of diversion
programs by Crown attorney offices and Crown
attorneys may result in an inconsistent approach

Figure 3: Referral Rates to the Direct Accountability
Program (Diversion) by Region,
May 1, 2011-April 30,2012 (%)

Source of data: Ministry of the Attorney General
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across the province for dealing with minor offences
and the resulting criminal records of those who are
not diverted.

RECOMMENDATION 2

In order for the Criminal Law Division to
adequately oversee its prosecutions, monitor
its costs and assess its performance, it should
regularly analyze the trends, rates and reasons
for stays and withdrawals, adjournments, trial
rates, bail release violations, guilty pleas and
guilty verdicts, and use of diversion programs.
In addition, the Division should compare its
performance to other provinces and, where
Ontario’s overall trends differ from those of
other large provinces, determine the reasons for
such differences.

The Criminal Law Division recognizes the
importance of using information to evaluate the
quality and results of its prosecution service.
Analyzing and seeking to understand the
trends, rates and reasons for outcomes in crim-
inal proceedings will be helpful in overseeing
our prosecutions. Further analysis and research
into how this will assist with the monitoring
of costs and performance of the Crown in con-
ducting prosecutions is required. The Division
recognizes the need for consistent practices and
approaches within its regions and local offices,
taking into consideration the variables that
exist, such as size of office, geographical/demo-
graphic information, size of police force and
charge volume. There are lessons to be learned
from each office, with perhaps the most valu-
able coming from the comparison of like offices.
The Division will also benefit from the experi-
ence of other large prosecution services across
Canada and will seek opportunities to make
meaningful multi-jurisdictional comparisons.



MANAGING WORKLOADS

As we noted earlier, the number of Crown attorneys
has doubled since 1992 despite the fact that the
number of criminal charges has remained essen-
tially constant. The Division is unable to assess
whether the increases in the number of Crown
attorneys is reasonable because it does not gather
the necessary information to analyze whether the
complexity of the cases or the time needed to dis-
pose of the charges has increased to such an extent
as to require twice as many staff. The Division does
not use a staffing model to determine the appropri-
ate number of Crown attorneys, and there is no
benchmark for what a reasonable workload for
each Crown attorney should be.

Using data from the Ministry’s ICON system, we
calculated the average number of charges disposed
of per Crown attorney and found a wide variance
among Crown attorney offices. For example, at half
of the 54 Crown attorney offices, the rate of charges
disposed varied by more than 25% of the overall
average of 700 charges. Furthermore, the average
workload per Crown attorney at two similarly sized
Crown attorney offices differed significantly for
the 12-month period ending March 31, 2012—572
charges per attorney at one office versus 1,726
charges per attorney at the other. There were also
two regions that disposed of significantly fewer
charges per Crown attorney, compared to the other
four regions, as shown in Figure 4.

One of the key reasons for ensuring that Crown
attorney workloads are reasonably comparable is
that they should be able to devote a similar amount
of time to charges of a similar nature and complex-
ity, regardless of where in Ontario the charge is laid.

Crown attorney offices also had different ways
of organizing staff and assigning cases to Crown
attorneys. For example, one office we visited
had case management co-ordinators to carry out
administrative tasks for incoming charges, while
in another office Crown attorneys performed
these functions.

Over the past few years, the Division has drawn
up business plans requesting that additional Crown

Criminal Prosecutions

Figure 4: Average Number of Charges Disposed of per
Crown Attorney by Region, 2011/12

Source of data: Ministry of the Attorney General
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attorneys be hired for initiatives such as efforts

to address guns and gangs, high-risk offenders

and domestic violence, but these plans have not
included any expected outcomes or workload
measures. As a result, it is difficult for the Division
to demonstrate what payback has resulted from the
incremental costs that were incurred or why the
additional staff resources were necessary, especially
since it has no measures in place to assess the work-
load of its existing prosecutors.

We noted that both Manitoba and the Public
Prosecution Service of Canada (federal prosecu-
tors) track each prosecutor’s workload. In addition,
British Columbia and Manitoba assign each case to
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a specific prosecutor, which allows their manage-
ment to monitor and assess workloads; this is not
the usual practice in Ontario. These other provinces
and federal prosecutors also use electronic case-
management systems to track workloads.

In addition, we calculated the average cost the
Division incurred to prosecute charges and noted
significant differences between regions, as indicated
in Figure 5. For instance, the Toronto Region had
the highest average cost at $437 per charge, versus
the average of other regions of $268 per charge. As
Figure 4 already illustrated, the Toronto Region also
disposed of an average of about 40% fewer charges
per Crown attorney than the average of other
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Figure 5: Average Cost per Charge Disposed of by
Region, 2011/12 ($)

Source of data: Ministry of the Attorney General
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regions—478 compared to 811. The Division had
not done a formal analysis to determine the cause of
these variances.

Our discussions with the Division’s senior man-
agement also revealed that the Division’s collective
agreement with its prosecutors might be interpreted
in such a way as to restrict the Division’s ability to
address workload pressures, particularly in its abil-
ity to relocate prosecutors between Crown attorney
offices. In addition, the collective agreement limits
the Division’s use of contract lawyers to address
workload pressures to a maximum of 30 days in any
quarter of a year. This could also account for manage-
ment’s reluctance to deal with some of the differ-
ences in costs and workloads per office. We did note
during our fieldwork that the Division had completed
an assessment of its head office support services to
Crown attorney offices and as a result had been able
to reduce its head office staff by 11 positions.

RECOMMENDATION 3

To ensure that Crown attorneys have the work-

load flexibility to devote a similar amount of

time to charges of a similar nature, the Criminal

Law Division should:

e establish benchmarks for what a reasonable
workload for each Crown attorney should be;

e collect and analyze information on work-
loads and cost variances between regions
and Crown attorney offices to identify
opportunities to use resources as efficiently
as possible and address inconsistencies; and

e ensure that management has the ability
and flexibility to address temporary and
permanent workload pressures by, for
example, relocating prosecutors and sup-
port staff between Crown attorney offices,
and using contract lawyers where and
when appropriate.

The Criminal Law Division recognizes the need
and the increasing operational requirement to
develop measures of workload.

Defining workload is challenging and must
go beyond the number of cases per Crown attor-
ney. There are a number of factors that impact
workload. For instance, a significant murder
trial could take two Crown attorneys three
years, equating to a fraction of a case per year.
Also, in a small office, two prosecutors might
carry a workload of 1,500 charges per year and
have to fulfill all obligations on these charges
from screening and vetting right through to
disposition. They also might need to travel three
hours to deal with some of the charges. It is
challenging to determine the relative workload
weight of these two examples.

The Division will research other jurisdictions’
attempts to measure workload and will develop
an approach that meets its needs. Using avail-
able data, the Division will then review workload
and develop processes for making comparisons.
The Division will also use the information to
analyze the differences between regions and
local offices to determine how resources can
be used as effectively as possible. This will also
promote staff wellness in the Division by provid-
ing additional information on which workload
distribution decisions can be made.



QUALITY ASSURANCE

The Division’s management style provides regular
feedback and support from senior Crown attorneys
to prosecutors through ongoing collaboration.
However, the Division does not periodically review
a sample of the work done by each of its Crown
attorneys, particularly its more than 750 assistant
Crown attorneys, to assess whether they generally
meet expectations and professional and divisional
standards. We were advised that the criminal
justice system itself acts as an external quality
control measure, in that the work of prosecutors

is reviewed by police, judges and defence counsel
during each case they prosecute. However, senior
Crown attorneys who oversee other prosecutors
generally get information on the quality of the work
done in court by their staff prosecutors only when
they are told by court staff, or, periodically, when
prosecutors observe colleagues’ court proceedings
when they happen to be in the same courtroom.

Without such periodic spot checks, divisional
management faces a challenge in its bid to ensure
that high-quality prosecutorial services are con-
sistently delivered across the province. Periodic
reviews would help to identify whether case files
are acted on in a timely manner, whether profes-
sional standards are met, whether policies for
bail and charge screening are complied with, and
whether efficiency-increasing initiatives such
as diversion programs are used appropriately
and consistently.

Crown attorneys have prosecutorial independ-
ence in their decision-making, but they are account-
able for carrying out the policy direction set out in
the Divisional Crown Policy Manual. The manual
is a compilation of prosecution policies, detailed
legal advice, and practice memoranda and guide-
lines intended to provide a consistent approach to
prosecutions across the province. For instance, the
manual addresses procedural policies on charge
screening, providing disclosure, dealing with vic-
tims and sentencing, as well as accepted practice for
specific types of prosecutions, including Aboriginal

Criminal Prosecutions

justice, child abuse, impaired driving and matters
under the Youth Criminal Justice Act.

Our review of case files at the 11 Crown attorney
offices we visited showed a number of inconsistent
practices. For instance, ownership and custody
of closed case files was handled inconsistently, a
number of files we requested could not be located,
and standardized forms, such as for charge screen-
ing, were either missing or not used by the Crown
attorney office. There were also no standards
for recording decisions and events, which were
therefore inconsistently recorded, both in different
offices and within the same office.

In addition, Crown attorney offices have their
own management-oversight processes, supple-
mented by employee performance evaluations done
semi-annually by the local senior Crown attorney.
However, these evaluations did not include a
review of any recent files the prosecutor had com-
pleted. Including a spot check of a sample of files
as part of the employee evaluation process would
also communicate the importance of documenting
compliance with Division standards.

We did note certain circumstances where case
files were reviewed by senior Crown attorneys,
but these processes were ad hoc and were not
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based on any comprehensive or formal checklist
to assess compliance to professional and divisional
standards. For instance, quality of case work will be
assessed if an appeal is granted by a court, which
occurs in less than one-quarter of 1% of all closed
cases. In addition, we noted that the Division had
initiated a good practice of periodically reviewing
some high-profile cases processed by the Major
Case Management and Guns and Gangs units of
the Division to assess processes or practices that
worked well and what could be improved.

From our research, we learned that one other
province does reviews of prosecutors’ case files
and that the federal prosecutors recently initiated
a pilot project to do so. In addition, we noted that
the Crown Prosecution Service of England and
Wales (CPS) had a robust, publicly reported quality
assurance program for assessing its work. The CPS’s
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program included assessing case work on closed
files against the CPS’s core quality standards and
the code setting out what their prosecutors do, how
they make decisions, and the level of service they
commit to in key aspects of their work. In its most
recent assessment of more than 10,000 closed case
files, the CPS found that 78% of commitments in
the case files were fully met, 11.5% partially met
and 10.5% not met.

RECOMMENDATION 4

To ensure that regional and division manage-
ment have adequate assurance that cases are
prosecuted in a consistent, timely and effective
manner that meets expected standards, the
Criminal Law Division should perform a per-
iodic, objective review of a sample of files from
each Crown attorney relating to the prosecu-
tions each one handled during the year.

The Criminal Law Division will compile a list of
practices to advance the leadership’s commit-
ment to reinvigorate the performance planning
and feedback process, including more meaning-
ful feedback that differentiates performance,
attendance by the supervising Crown attorney
during proceedings and spot-checking files. This
information will supplement existing quality
control practices with respect to periodic review
of files. Consultations with the supervising
Crown attorneys will occur prior to implementa-
tion of items on the list. In doing so, the Division
anticipates that it will be able to ensure the
continued development of its workforce and to
allow decision-makers to enhance consistency
in how files are prosecuted on a local, regional
and provincial level. Although these practices
have existed in local offices for some time, the
Division will benefit from a more consistent
approach across all offices.

CROWN MANAGEMENT
INFORMATION SYSTEM

Many Crown prosecution services—for example,
Manitoba in 1999, British Columbia in 2002 and
the Public Prosecution Service of Canada in 2002—
have moved to electronic systems that essentially
manage and track cases and how resources are used
to prosecute those cases.

Ontario Crown attorney offices still rely largely
on paper-based manual processes to manage
their workload. As of the end of our fieldwork in
July 2012, the Division’s project to implement an
electronic case management system, known as the
Crown Management Information System (CMIS),
was significantly delayed and projected to be
over budget.

The original business case for CMIS was submit-
ted to Treasury Board for approval in December
2006 and estimated that the project would cost
$7.9 million and be completed by March 2010.
CMIS would allow the Division’s 54 Crown attorney
offices to receive, track, store, modify and share
electronic documents; and to automate several
processes, including scheduling, criminal case
management and business intelligence. In addition,
the new system would allow the Division to receive
electronic documents from police forces, including
Crown briefs and pre-trial disclosure documents.
The Ministry’s Justice Technology Service unit was
to work with the Division to provide the informa-
tion technology expertise and manage the project.

In 2010, the Division engaged a consultant to
assess why the CMIS project had been delayed.

The consultant recommended that the Division put
together a dedicated project team, including special-
ists in change management, communications and
implementation management. It also recommended
that the software application that was originally
chosen for the project be replaced with more robust,
vendor-supported, user-friendly software. The pro-
ject completion date was extended to March 2012,
and the Ministry established a new project team.



By September 2011, the new project team leader
reported that the project was delayed again. In Nov-
ember 2011, the Ministry developed a new tentative
strategy under which an additional three years
would be required to complete the project, making
the projected completion date March 2015, at a
revised projected cost of $11.5 million. As a result,
it was decided in May 2012 that the project would
be reviewed by the Ministry’s internal auditors.

In its June 2012 report, the Ministry’s internal
auditors raised a number of concerns with respect
to the management of this project. The internal
auditors also noted that IT consultants hired to
develop CMIS, at a cost so far of $1.3 million, were
not managed effectively and that billings were
based on time spent rather than meeting project
deliverables and outcomes.

In addition to the internal auditor’s findings on
project delays, we questioned why a totally new
project was initiated and developed without more
carefully considering the systems already in use
in other provinces and the cost and time savings
that could be achieved by using an already proven
system. We noted that, although the Ministry did
research existing systems in 2005, it did not pursue,
for example, working with Manitoba’s system,
which we observed has useful features for tracking
cases and workloads, something that would address
many of the concerns we have raised in this report
regarding the Division’s lacking information on its
operations (although Manitoba’s system does not
electronically store case documents, which is a fea-
ture the Division has specified for its new system).
We were advised that Alberta’s new case manage-
ment system will be modelled on Manitoba’s
system, which was provided to Alberta at a cost of
$1. Alberta plans to enhance the system to electron-
ically store case documents. Manitoba’s agreement
with Alberta requires that Alberta provide Mani-
toba with any modifications and enhancements to
the case management system, which we consider
to be a beneficial collaborative arrangement for
both parties.

Criminal Prosecutions

As of July 2012, CMIS was still underway, and a
total of approximately $5.2 million had been spent.
The Ministry will need to seek Treasury Board’s
approval should it revise its budget and timeline to
complete the project.

RECOMMENDATION 5

To ensure that the paper-intensive processes
currently used by the Criminal Law Division are
replaced with an electronic case-management
system to better manage and track prosecutions
and staff resources, the Ministry of the Attorney
General should significantly strengthen project
management to mitigate the challenges posed
by its Crown Management Information Sys-
tem (CMIS). In addition, the Ministry should
formally evaluate existing case-management
systems in other jurisdictions to identify any
potential for achieving savings and shortening
the time to get the required system in place.

The Criminal Law Division agrees with the
Auditor’s recommendation that having a robust
information management system in place

will enhance the Division’s capacity to more
effectively and efficiently prosecute cases and
use resources. The Division has already taken
steps to enhance its project management and
oversight of the CMIS project. Rather than
implement the tentative $11.5 million strategy,
the Division is now evaluating existing case
management systems from other jurisdictions,
as well as systems used by police forces, and will
continue to do so. Specifically, systems will be
re-examined with a view to establishing specific
components of a system rather than continue to
seek one ideal system for Ontario’s prosecution
service. For example, the Division is currently
re-examining Manitoba’s case management
system to determine if it could meet some of
Ontario’s needs.
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PERFORMANCE MEASUREMENT AND
PUBLIC REPORTING

We found the Ministry does not, in any substantive
way, measure or report on the performance of the
Criminal Law Division. In fact, the Ministry makes
no mention of the Division in its annual reporting.

As we have noted throughout this report, the
Division collects little data of its own. For example,
the Division does not currently have performance
indicators for Crown attorneys’ workloads, charges
disposed of per Crown attorney, cost per case,
average cost of trial resolution, and prosecution
outcomes such as conviction rates and use of court
diversion programs. It also does not track certain
key prosecutorial outcomes, such as trial collapse
rates, rates of withdrawal of charges, the number
of stays and adjournments, crimes committed
by accused persons on bail release, and witness
attendance rates.

A number of other jurisdictions we researched,
including British Columbia, Manitoba, the Public
Prosecution Service of Canada, and the Crown

Prosecution Service of England and Wales (CPS) did

measure and report on their results. For instance,
British Columbia’s Prosecution Service publicly
reports a strategic plan, which includes its priorities
and major projects, and timelines for their imple-
mentation. CPS also reports extensively on its busi-
ness planning and performance management, and
analyzes its efforts to meet strategic goals. It reports
on criminal case outcomes for each of its districts,

witness attendance rates and average costs per case.

In its annual report, the Alberta justice ministry
reports on the public perception of fairness in its
prosecution service—that is, the percentage of
Albertans who agree that the Alberta justice min-

istry provides fair and impartial service in prosecut-

ing people charged with crimes.

Jurisdictions such as the United Kingdom and
the United States report on prosecutors’ success
rates in obtaining convictions, but we acknowledge
that this is not common practice in Canada. Div-
ision staff and prosecutors in other Canadian juris-

dictions told us that the idea of measuring “success”
by computing and emphasizing conviction rates
was not consistent with what has been established
as the Crown attorney’s role: to simply lay out the
facts and let a judge and/or jury decide innocence
or guilt. However, this view does not take into
account the fact that Crown attorneys make deci-
sions on whether or not to prosecute based on
what they consider the likelihood of conviction.
For instance, dramatically high conviction rates
might indicate undue conservatism in proceeding
to trial with charges, while low rates might indi-
cate the need for increased senior level oversight
and guidance.

As noted earlier, Statistics Canada data shows
that Ontario achieved the lowest proportion of
guilty verdicts in adult criminal cases among
Canadian jurisdictions in 2010/11, as well as the
highest proportion of cases in which charges were
stayed or withdrawn. Without further analysis,
these statistics could mean that, overall, Ontario
Crown attorneys are not as successful as prosecu-
tors in other provinces. On the other hand, they
could indicate that Ontario successfully re-directs
a higher proportion of cases away from courts
and to its diversion programs and achieves lower-
cost solutions for cases involving relatively minor
charges. Without analyzing the reasons for these
variances, the Division and the Ministry cannot
make an informed judgment on issues such as
these. We were advised that the Ministry also does
not compare key performance measures with other
provinces because there have not been successful
collaborative efforts among the various prosecution
services to identify appropriate, consistent and
meaningful performance measures.

RECOMMENDATION 6

Particularly given the importance of the Crim-
inal Law Division to the mandate of the Ministry
of the Attorney General, the Ministry should
develop performance indicators specifically for
the Division, and should publicly report on the



Division’s progress toward those indicators. It
should also consider liaising with other prov-
inces’ prosecution services to develop common
performance measures that would allow for
comparison, benchmarking and the identifica-
tion of best practices.

Given that what gets measured gets done,
the Criminal Law Division acknowledges the
importance of continuing to evolve its key per-

Criminal Prosecutions “

formance indicators and of measuring results in
support of its core mandate of contributing to
public safety for the citizens of Ontario. The Div-
ision will continue to explore additional qualita-
tive and quantitative performance indicators,
both within the Ministry and with other pros-
ecution services. The audit accurately outlines
our concerns about defining success through the
measurement of conviction rates. Once these
indicators are identified, the Division will move
forward to publicly report on the results relating
to these performance indicators.
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Section

Background

Chronic diseases are the leading cause of death
and disability in Ontario. One of the most common
chronic diseases is diabetes, which results from the
body’s partial or complete inability to produce and/
or properly use insulin, a hormone that regulates
blood sugar. Diabetes can lead to kidney failure,
heart attack, stroke, amputation and blindness

if poorly managed or left untreated. In Type 1
diabetes, which accounts for 10% of cases, the
pancreas produces no insulin. Type 1 is not prevent-
able and its cause remains unknown. The remain-
ing 90% of people with the disease have Type 2
diabetes, in which the pancreas does not produce
enough insulin, or the body cannot properly use
the insulin it does produce. Type 2 is most often
preventable with lifestyle changes that include
healthier eating and exercise.

In recent years, diabetes, especially Type 2, has
grown significantly as a health problem in Ontario,
affecting the quality of life of people who have
it and straining the health-care system. Factors
driving this growth include high obesity rates,
sedentary lifestyles, unhealthy diets and an aging
population. Statistics from the Ministry of Health
and Long-Term Care (Ministry) and the Canadian
Diabetes Association suggest some alarming trends:

Chapter 3 Ministry of Health and Long-Term Care

KNIk Diabetes Management
Strategy

e The number of people with diabetes in
Ontario is expected to almost quadruple,
from 546,000 in 2000 to 1.9 million by 2020,
as illustrated in Figure 1. Ontario’s diabetes
growth rate is among the highest of all prov-
inces, as illustrated in Figure 2.

e People with diabetes incur medical costs that
are roughly twice as high as those without
the disease. A diabetes patient costs Ontario’s

Figure 1: Diabetes Prevalence and Costs in Ontario,
2000-2020*

Source of data: Canadian Diabetes Association

= Direct costs (hospitalization, physicians,
specialists and medications)

1 Indirect costs (loss of economic

2.0 output from illness, disability 7.0
18 and mortality) /
16| = Diabetes population / 6.0
E 1.4 5.0 =
g2 40%
S 10 =
5 308
a 0.6 2.0
0.4
0.2 1.0
0.0 0.0

2000 2010 2020

* Based on estimates by the Canadian Diabetes Association using the
Canadian Diabetes Cost Model. The two main sources of data used for
the estimates and forecasts came from the National Diabetes Surveillance
System and Health Canada’s study “The Economic Burden of lliness in
Canada.”



Figure 2: Percentage Growth in Diabetes Prevalence,
2000-2020* (%)

Source of data: Canadian Diabetes Association
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*

Based on estimates by the Canadian Diabetes Association using the
Canadian Diabetes Cost Model. The two main sources of data used for
the estimates and forecasts came from the National Diabetes Surveillance
System and Health Canada’s study “The Economic Burden of lliness in
Canada.”

health-care system more than $3,000 a

year, but this can rise to more than $5,000

if the patient experiences complications.
Diabetes complications account for 69% of
limb amputations, 53% of kidney dialysis and
transplants, 39% of heart attacks and 35%

of strokes.

In 2008, the Ministry announced a new four-
year, $741-million plan, called the Ontario Diabetes
Strategy (Strategy), to expand services and improve
the health of Ontarians with diabetes. The Ministry
said that the Strategy’s goals included raising
awareness of diabetes risk factors through preven-
tion programs, creating more Diabetes Education
Teams to help patients better manage the disease,
and developing an online Diabetes Registry to track
individual patients and the overall prevalence of
the disease across Ontario. The Ministry has identi-
fied the Diabetes Registry as a “top clinical priority
for eHealth Ontario,” which has been working in
partnership with a private-sector vendor to develop
and implement it.

According to the Canadian Diabetes Associa-
tion, Ontario is one of five provinces with a formal
diabetes strategy (the others are Alberta, Saskatch-

Diabetes Management Strategy m

ewan, Manitoba and Nova Scotia). In the four years
up to the 2011/12 fiscal year, the Ministry allocated
about $648 million of the Strategy’s original fund-
ing announcement of $741 million to various initia-
tives, as illustrated in Figure 3. The Strategy was
subsequently extended for another four years with
a new funding approval of $152 million, which is in
addition to funding for diabetes services delivered
through other program areas of the Ministry.

Audit Objective and Scope

Our audit objective was to assess whether the
Ministry of Health and Long-Term Care (Ministry)
had adequate systems, policies and procedures in
place to:
e monitor and assess whether service providers
are meeting the needs of people with diabetes

Figure 3: Allocation of Ontario Diabetes Strategy
Funding by Key Initiatives, 2008/09-2011/12
($ million)

Source of data: Ministry of Health and Long-Term Care

Chronic Kidney Disease Program, $220 (34%)
Prevention initiatives, $19 (3%)

Regional Coordination Centres

(RCCs), $19 (3%)

—— Other, $41 (6%)

-

Diabetes Registry and
Baseline Diabetes Dataset
Initiative (BDDI), $150 (23%)

Diabetes Education Programs
(DEPs), $58 (9%)

-

Insulin Pump and Supplies
Program, $63 (10%)

Bariatric surgery, $78 (12%)
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by providing them with timely access to
appropriate and quality care;

e ensure funding and resources provided for the
Ontario Diabetes Strategy (Strategy) are used
cost-effectively; and

e measure and report periodically on the results
and the effectiveness of the Strategy.

In conducting our audit, we reviewed relevant
policies and files, analyzed data, interviewed
appropriate ministry staff and reviewed relevant
studies from Ontario and other jurisdictions. We
also interviewed staff and reviewed documents
related to the Diabetes Registry at eHealth Ontario
and Infrastructure Ontario. As well, we conducted
surveys of about 10,500 physicians with assistance
from the Ontario College of Family Physicians
(580 responded) and of all 152 Diabetes Education
Programs (DEPs), with the assistance of an external
survey company (103 DEPs responded). In addi-
tion, we contacted and visited stakeholders and dia-
betes-care providers across the province, including
six DEPs, five bariatric surgical sites, four Regional
Coordination Centres, and the Canadian Diabetes
Association. We also engaged an independent
consultant with expert knowledge in the study of
diabetes on an advisory basis.

Our audit did not cover any initiatives under
the Strategy that had just started, had recently
changed, and/or had been audited by our Office in
recent years. These include the Centres for Complex
Diabetes Care (providing people with complex dia-
betes a single point of access to specialized care),
the Chronic Kidney Disease Program (providing
dialysis services to diabetes patients who have kid-
ney failure, a common diabetes complication), and
the Insulin Pumps and Supplies Program (providing
funding assistance to people with Type 1 diabetes).
As well, we did not rely on the Ministry’s internal
audit service to reduce the extent of our audit work
because it had not recently conducted any audit
work on diabetes initiatives in Ontario.

The number of people with diabetes in Ontario

has more than doubled from 546,000 in 2000 to
1.2 million in 2010, and that number is projected

to grow to 1.9 million by 2020—about one in

every eight Ontarians. People with diabetes use

the health-care system at about twice the rate of
the general population, and the cost of diabetes to
Ontario’s health-care system is estimated to grow
from $4.9 billion in 2010 to $7 billion by 2020. The
Ministry recognized the long-term implications of
this and in 2008 established a four-year $741 mil-
lion Ontario Diabetes Strategy (Strategy). Although
it is still too early to gauge the Strategy’s mid- and
long-term impact, in the short term the results have
been mixed.

On the one hand, there undoubtedly has been
an improvement in the availability of diabetes
care, giving people more options and knowledge to
enable them to manage the impact of diabetes. On
the other hand, most of the diabetes service pro-
viders that were set up with Strategy funding are
under-utilized, and many of those who responded
to our surveys felt that more of their funding should
be directed toward preventive services.

According to the Diabetes Expert Panel estab-
lished by the Ministry in 2006, “keeping people well
and preventing disease is the most cost-effective,
affordable and sustainable strategy for coping with
chronic disease.” We noted, however, that 97% of
the $741 million funding was earmarked to treat
people who already had diabetes, with only 3% for
preventive initiatives. Given that 90% of people
with diabetes have Type 2, which can often be
prevented or postponed with good nutrition and
exercise to limit weight gain along with other pre-
ventive measures, we believe an increased focus on
prevention warrants consideration by the Ministry.

Some of our other observations were as follows:

e eHealth Ontario (eHealth) has been working

in partnership with a private-sector vendor to



develop and implement a new electronic Dia-
betes Registry, a key initiative of the Strategy,
to give physicians and the Ministry real-time
patient data and comprehensive online mon-
itoring of the disease. The Registry’s original
delivery date was April 2009, but this dead-
line was not met and the proposed release
date has been extended a number of times.
Subsequent to our audit fieldwork, we were
advised that the contract with the vendor was
terminated in September 2012.

In August 2010, eHealth and the vendor,
through a request-for-proposal process,
signed a six-year, $46-million contract that
stipulated that the vendor would be paid only
after successful completion of the Diabetes
Registry. This was designed to help protect the
public’s interest and to motivate the vendor
to deliver a system that meets performance
requirements and timelines. Although no pay-
ments had been made to the vendor as of mid-
2012, the Ministry and eHealth had already
incurred about $24.4 million in internal costs
directly related to the Diabetes Registry since
2008/09. They also spent another $50 mil-
lion on other supporting electronic health
records initiatives, such as electronic portals
to other systems and the Ontario Laboratory
Information System, which have already been
deployed. eHealth acknowledged that the
arrangement to pay the vendor only after suc-
cessful completion of the contract has traded
away much of the province’s control over the
project’s design, progress and delivery time in
exchange for price certainty.

The province’s 152 Diabetes Education Pro-
grams (DEPs) help teach people with diabetes
about the disease and how to manage it. Every
DEP runs one or more Diabetes Education
Teams (DETs), each consisting of a regis-
tered nurse, a registered dietician and other
professionals. DETs operate in hospitals, in
community health centres and within Family

Diabetes Management Strategy m

Health Teams (FHTs) to educate diabetes
patients. The Ministry funded 101 new DETs
under the Strategy, increasing the total num-
ber of DETs in Ontario to 322. However, many
hospitals and FHTs have also set up education
programs of their own with funding from
other sources, including another branch of the
Ministry, and this has led to service overlaps
and under-utilization of about 90% of DEPs.
The DEPs are required to conduct audits regu-
larly on the quality of care provided by their
staff. However, the Ministry has never verified
whether they actually do so. Our survey of
DEPs found that about 25% said they “have
not done” any audits or “do not know” they
are required.

The Ministry provides an organization with
$20 million annually to manage and fund
diabetes service providers, including 47 DEPs
in Northern Ontario, on its behalf. While

the Ministry has an accountability agree-
ment with the organization and a reporting
process in place, it needs to significantly
enhance its oversight of this organization

to ensure that the organization and the
service providers funded by it have used
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the Ministry’s funding appropriately and

in compliance with applicable policies. For
instance, the organization has paid a consult-
ing firm $105,000 since the 2009/10 fiscal
year for “advice on election strategizing” and
“developing relationships with relevant pol-
itical decision-makers.” We also noted that
the organization could produce no original
itemized receipts to support its staff meal
expenses, contrary to its own policies and to
policies set out by the government for provin-
cially funded public-sector organizations. We
found instances of staff claiming unreason-
able amounts for meals and claiming alcohol,
neither of which is in line with the rules of
the Ontario Public Service.

The Ministry has significantly expanded
Ontario’s capacity for performing bariatric
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surgery, a procedure that combats Type 2
diabetes in obese people by removing part of
the stomach and/or the small intestine. This
has led to savings because far fewer out-of-
country surgeries are being done. The number
of in-province surgeries has risen significantly,
from 245 in the 2007/08 fiscal year to 2,500
in 2011/12. However, this still does not meet
the current demand and is actually lower than
the 2009/10 total of 2,900, when more out-of-
country surgeries were performed.

The Ministry acknowledges the recommenda-
tions made by the Auditor General of Ontario
and thanks him for conducting this timely audit.
The Ministry and this government are commit-
ted to the development and implementation of
innovative initiatives and solutions that address
the impact of diabetes and other chronic dis-
eases on Ontarians.

The Ministry welcomes the insights and
recommendations provided by the Auditor Gen-
eral. The audit identifies areas of consideration
that the Ministry is already taking measures
to address and reinforces the Ministry’s com-
mitment to addressing the complex challenge
of diabetes.

In June 2008, Cabinet approved $741 mil-
lion in funding for the first four-year phase
(2008-12) of the Ontario Diabetes Strategy,

a comprehensive strategy to enhance preven-
tion and management of diabetes and improve
health outcomes for Ontarians impacted by
diabetes. In April 2012, the Ministry confirmed
continued funding for the Strategy of $152 mil-
lion from 2012 to 2016.

Through the Strategy, the government has
built on existing investments in prevention and
care across the health system to build capacity,
make it easier for people to get services they
need, and improve the overall quality of dia-
betes service and care in Ontario. The result

will be more opportunities to prevent diabetes
for those at risk and, for people with diabetes, a
more positive experience with the health system
and a better quality of life.

Investments in the Strategy will help build
system capacity and an infrastructure for a com-
prehensive chronic disease prevention and man-
agement system that may be readily expanded
to address other chronic conditions.

Detailed Audit Observations

KEY INITIATIVES AND PROGRESS OF
ONTARIO DIABETES STRATEGY

In response to Ontario’s growing diabetic popula-
tion and the costs associated with it, the govern-
ment launched the Ontario Diabetes Strategy
(Strategy) in the 2008/09 fiscal year with funding
of $741 million over four years. The Ministry said at
the time that the Strategy aimed to “prevent, man-
age and treat diabetes across the province.”

The Ministry has used the modified Kaiser
Chronic Disease Management model to graph-
ically illustrate diabetes services along the
continuum of care, as illustrated in Figure 4.

The model divides Ontarians into three levels,
depending on the severity of their diabetes, and a
fourth for people who do not have the disease but
are at risk of contracting it. The Ministry defined
specific initiatives for dealing with each level, as
well as “system enablers” to assist in executing
the overall Strategy. Since the Strategy’s introduc-
tion, the Ministry has improved the availability
of diabetes services by funding 101 new Diabetes
Education Programs (DEPs) and establishing 14
Regional Coordination Centres (RCCs) across

the province.

The Ministry also developed performance
measures to assess the Strategy’s progress at vari-
ous stages. As Figure 5 illustrates, the short-term
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Figure 4: The Modified Kaiser Chronic Disease Management Model

Source of data: Ministry of Health and Long-Term Care

Key Initiatives or Investments under Strategy

® Bariatric surgery

Level 3 * Centres for Complex Diabetes Care (CCDCs)
Complex diabetes * Chronic Kidney Disease Program
(7175,000%) ¢ |nsulin Pump and Supplies Program
Level 2
Moderate diabetes * Diabetes Education Programs (DEPs)
(~409,000%)

¢ Selfmanagement Initiative
* Tools for individuals and health-care providers

System enablers

* Prevention programs for high-risk groups (e.g.,
Aboriginal people, Asians)

¢ EatRight Ontario

* |mproved access to primary care for prevention
and early identification

¢ Diabetes Registry and Baseline Diabetes Dataset
Initiative (BDDI)
® Regional Coordination Centres (RCCs)

* Based on estimates of diabetes prevalence by the Canadian Diabetes Association.

performance measures have shown mixed results
and the intermediate or long-term measures have
not yet shown improvement. In particular, hospi-
talization rates for heart attacks, infections, ulcers
or amputations among people with diabetes have
increased and did not meet targets, but the Ministry
indicated that it has not established specific time-
lines for achieving these targets. Overall, rates have
stabilized or decreased for some diabetes-related
complications, hospitalizations and deaths, but the
actual numbers remain high and can be expected to
continue to rise significantly due to the growth of
the diabetic population.

Based on the data available to date, we noted
that it is still too early to gauge the Strategy’s
impact over the medium and long term. Clearly,
however, much remains to be done to reduce the
growing burden of diabetes in Ontario.

DIABETES REGISTRY AND BASELINE
DIABETES DATASET INITIATIVE
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A key initiative of the Strategy was to have been the
electronic Diabetes Registry, a database containing
information about every Ontarian with diabetes
intended to facilitate the delivery of care by clin-
icians. The Registry, in conjunction with other
foundational systems developed by eHealth Ontario
(eHealth), an agency of the Ministry, would also

be a first step toward an eventual province-wide
Electronic Health Record for every Ontarian by
2015. Pending delivery of the Registry, the Ministry
implemented the Baseline Diabetes Dataset Initia-
tive (BDDI) as an interim measure to provide phys-
icians with paper reports containing their patients’
most recent dates for the three key diabetes tests.
The Ministry has continued to use the BDDI in the
absence of a complete Diabetes Registry.
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Figure 5: Summary of Key Performance Measures for the Ontario Diabetes Strategy
Source of data: Ministry of Health and Long-Term Care

Key Performance Measures for the Strategy Target Baseline* 0ct2010 Oct2011
% of Ontarians who are physically inactive 45 52.6 51.2 51.0
% of Ontarians who are overweight or obese —b 51.8 51.7 53.0
% of Ontarians with diabetes who have a regular family doctor —b 97.6 96.4 96.9
Number of Ontarians with diabetes registered with Health Care Connect -0 3,744 4,768 10,335
0 X . . ; X
% of Ontarians with diabetes referred to family health-care provider by b 60.5 59.8 63.0
Health Care Connect
% of Ontarians with diabetes for whom a Diabetes Management 0
Incentive (Q040) was billed B 255 A 292
% of Ontarians with diabetes for whom a Diabetes Management .
Assessment (K030) was billed B 215 e 320
0 X . . —
%) .of Qntanaps with diabetes who received all three key tests within the 80 376 378 396
guideline periods
% of diabetes prevalence in Ontario population -0 8.7 9.3 9.4
Rate of emergency visits for hyperglycemia or hypoglycemia (abnormal b
Py blood-sugar levels) per 100,000 people with diabetes 1,185 A 1,063
& Rgte of kidney dialysis and transplant per 100,000 people with Mfau.ntam 719 849 845
= diabetes original rate
§ Rate of hospitalization for infections, ulcers or amputations per Reduce last
= 100,000 people with diabetes reported rate 2,294 2,932 3,347
= by 10%
b Rate of hospitalization for heart attacks per 100,000 people with Reduce last
.3 diabetes reported rate 877 1,022 1,082
g by 10%
Rate of eye surgeries per 100,000 people with diabetes b 3,500 3,612 3,365

* Baseline data were derived between April 1, 2008, and March 31, 2010, depending on the performance measure.

a. Although the Strategy did not set a target for this measure, the ACTIVE2010 Strategy, launched in 2004, set a target of increasing Ontario’s physically active
population to 55% by 2010 (or reducing its physically inactive population to 45% by 2010).

b. The Strategy did not set a target for this measure.

Diabetes Registry

The Diabetes Registry is an interactive, real-time
information system that health-care providers can
use to quickly identify and manage Ontarians with
diabetes, check patient records, access diagnostic
information, send patient alerts and track the care
provided to patients against evidence-based guide-
lines. The Registry is intended to be used to per-
form continuous and comprehensive province-wide
surveillance of diabetes to support planning and
monitoring of care. eHealth has been working in

partnership with a private-sector vendor to develop
and implement the Registry, which the Ministry
identified as “a top clinical priority for eHealth.”

Timeline of Diabetes Registry Development
The original target date for a first release of the
Diabetes Registry was April 2009, but this deadline
was not met. According to our review of documenta-
tion—which included reports to the Management
Board of Cabinet and the Treasury Board, the
project charter and plan, original and amended



agreements, and meeting minutes between eHealth
and the vendor—the proposed release date was
moved forward a number of times. The Registry still
had not been delivered at the end of our fieldwork
in June 2012.

Management at eHealth told us it could com-
ment only on the timing changes that had taken
place after April 2010, which was when the new
management took office (eHealth changed its
management after our 2009 audit of Ontario’s
Electronic Health Records Initiative). eHealth
also informed us that the official and contractual
targeted release date under its current management
was June 2011.

On completion, the Diabetes Registry initially
was to have been phased in at several pilot sites
within two of the province’s 14 Local Health
Integration Networks (LHINs), the not-for-profit
corporations that plan, integrate and fund local
health services. However, the two pilot LHINs
expressed concerns about the repeated delays and
about the fact that eHealth no longer meets with
them weekly to discuss the status of the Registry
project. For its part, eHealth advised us that it and
the LHINs decided in fall 2011 to suspend the meet-
ings because of the lack of a reliable schedule for
delivery of the Registry. Given that the first release
of the Registry at the pilot sites will have only
limited functionality, one of the two LHINSs told
us that it did not see a clear road map for future
enhancements; the other questioned the value of
the Registry altogether.

eHealth cited the following reasons for the
repeated delays:

e The Treasury Board approved the Diabetes
Registry budget in August 2008, but procure-
ment was put on hold until May 2009 because
of the creation of eHealth and a government
decision to involve Infrastructure Ontario in
selecting a vendor to develop and implement
the Registry. Through a request-for-proposal
process, eHealth signed the contract with the
vendor in August 2010.

Diabetes Management Strategy m

e When bidding for the Diabetes Registry con-
tract, the vendor who won the contract may
have underestimated both the time required
for the project and the project’s complexity.

e The vendor’s project-management team may

have failed to identify the project’s critical path

timelines and effectively manage completion
of the project components and deliverables.

e The project-design blueprint developed by
the vendor appeared to contain many errors
and omissions, which led to rejections and
reworking of the design.

e The vendor spent a great deal of time fix-
ing numerous quality issues in the Diabetes
Registry since the first test in September 2011.
There were still hundreds of defects remain-
ing in March 2012.

Development Costs of Diabetes Registry
In August 2010, eHealth signed a six-year,
$46-million contract with a vendor to design,
build, implement and manage the Diabetes Regis-
try. The contract included a lump-sum payment
of about $12 million when the Registry is ready
for use and a monthly payment of $575,000 for 60
months during a period of operation and mainten-
ance. Payments to the vendor would not begin
until after the Registry was successfully completed
and deployed.

Since no payments had been made to the vendor
of the Registry as of June 2012, eHealth has not
spent all of the $150 million funding approved
under the Strategy for the Registry and other
related eHealth projects. Since the 2008/09 fiscal
year, the Ministry and eHealth have incurred sig-
nificant internal costs to develop the Registry and
other related projects. Specifically:

e Since the 2009/10 fiscal year, eHealth has
incurred about $20 million in costs for pro-
jects directly related to the Diabetes Registry
and another $50 million on other key elec-
tronic health records initiatives. These include
the electronic portals to other systems, the
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Ontario Laboratory Information System, the
Patient Registry and the Provider Registry,
which have been deployed and play a role in
supporting improvements in diabetes care and
management.

e In the 2008/09 fiscal year, the Ministry
engaged consultants to carry out Diabetes
Registry-related projects at a total cost of
about $4.4 million. The Ministry informed
us that some of the projects were suspended
due to the transition of the Registry from the
Ministry to the newly formed eHealth, and to
changes to eHealth’s strategic direction fol-
lowing recommendations of our 2009 audit of
Ontario’s Electronic Health Records Initiative.

According to the contract with the vendor, it

appeared that eHealth could terminate the contract
without any obligation to make any payments if the
vendor did not achieve the project’s independently
certified completion by a specified date. While the
Diabetes Registry was regarded as a clinical priority
for the implementation of certain key aspects of

the Strategy, we were advised that with many more
physicians migrating to Electronic Medical Records,
the Registry is no longer seen as an essential com-
ponent. Subsequent to completing our audit field-
work, we were advised that the contract with the
vendor had been terminated in September 2012.

Procurement Process and Contract Management
Our review of eHealth’s procurement documents
related to the Diabetes Registry in the 2009/10 fis-
cal year indicated that most procurements did not
follow an open competitive process but, instead,
were sole-sourced without the approvals necessary
to bypass the competitive process. However, sub-
sequent to our 2009 audit of Ontario’s Electronic
Health Records Initiative, we noted that eHealth
improved its procurement processes: all procure-
ments we examined in the 2010/11 and 2011/12
fiscal years followed an open competitive process.

eHealth also informed us that it instituted a pro-
ject management methodology to track deliverables

and expenditures throughout the life cycle of a
project to give management a snapshot perspective
of a project’s progress at any time. However, this
methodology did not apply to the Registry, which
was developed using the Alternative Financing and
Procurement (AFP) model, the first time that the
government used AFP for an information technol-
ogy project. eHealth advised us that it applied an
alternative project oversight methodology specific
to an AFP technology-related project to the Dia-
betes Registry.

Under AFP, the government as client establishes
the scope and purpose of the project, and the work
is financed and carried out by a private-sector
vendor. Only after a project is complete does the
private-sector vendor get paid. According to Infra-
structure Ontario, which provided eHealth with
procurement-management services for the Registry
project, AFP allows for projects to be delivered
faster and more efficiently, on time and on budget.
AFP also differs from traditional procurement pro-
cesses in that it is designed to avoid cost overruns
and to transfer risks from the government to the
vendor, who has the expertise and experience to
handle them.

eHealth acknowledged that there have been
trade-offs in using AFP for the Registry; as the
vendor gets paid only upon successful completion
and delivery of the project, the province gets price
certainty in exchange for only minimal influence on
the design, progress and delivery time of the pro-
ject. Thus, while the province does not have to pay
the vendor for non-delivery of the Registry, it still
ultimately bears other risks and costs associated
with project delays.

Infrastructure Ontario engaged an external firm
to perform a risk analysis before eHealth signed the
contract with the vendor, and the analysis identi-
fied the risk of delays, which could increase costs
and discourage user adoption. However, Infrastruc-
ture Ontario concluded that the stipulation that the
vendor would not be paid until after the system was
certified as complete would be a sufficient incentive
to ensure that the vendor completed the project.



Infrastructure Ontario engaged an Independent
Certifier on behalf of eHealth and the vendor to
monitor the Registry’s progress and to issue a final
acceptance. In its monthly reports, the Certifier
repeatedly raised concerns about impediments to
its ability to assess, measure or control the project’s
progress. However, while eHealth had similar
concerns, it informed us that under AFP, it had less
leverage to require the vendor to address the defi-
ciencies identified by the Certifier, including:

e serious delays with the overall project;

e no visibility into the project’s schedule, scope
and progress, and none into the causes for
the delays;

e absence of an approved project plan and no
targets for milestones;

e tight timeline with minimum buffer;

e quality concerns, as evidenced by the large
number of defects identified; and

e fragmented testing approach, with multiple
plans and ambiguous criteria.

In April 2011, in an attempt to improve the
timeliness and certainty of delivery of the Diabetes
Registry, the project was split into two releases: one
to be delivered in September 2011 and the other
in May 2012. The vendor was to be paid 75% of
the acceptance payment after the first release and
the remaining 25% after the second, as opposed to
100% on successful completion of the entire Regis-
try as per the original contract.

eHealth informed us that the purpose of amend-
ing the contract was to ensure that the first release,
a core clinical module, was delivered as early as
possible. However, at the end of our audit fieldwork
in June 2012, neither release was ready and the
delivery date remained uncertain. Infrastructure
Ontario advised us that, in its opinion, making first
payment to the vendor only after project comple-
tion constitutes an incentive for the vendor to com-
plete and deliver the project as soon as possible.

As well, the Ministry and eHealth informed us that
they have taken steps to mitigate risks associated
with delays by continuing to develop other comple-
mentary initiatives that support diabetes care and
management.

Diabetes Management Strategy m

Baseline Diabetes Dataset Initiative

The Ministry launched the Baseline Diabetes Data-
set Initiative (BDDI) in spring 2009 as an interim
measure pending delivery of the Registry. The BDDI
provides physicians with paper reports containing
information on their diabetes patients’ most recent
dates for three key tests. This information helps
physicians to better manage their diabetes patients
by determining the dates on which patients should
receive their next tests. The recommended time
frame for each test is as follows:
e blood-sugar test at least once every six months;
e cholesterol test at least once a year; and
e retinal eye exam at least once every two years.
The Ministry and eHealth spent $5.6 million
between 2009 and 2012 to implement three waves
of the BDDI and another $2.6 million in incen-
tive payments to physicians to encourage them to
participate in it. Although the Canadian Diabetes
Association has cited the BDDI as a best practice
that “facilitates identification of patients for testing
on the three tests,” we noted the following:
e The Ministry set a long-term goal that 80%
of adult Ontarians with diabetes should
receive all three key tests within the recom-
mended times. According to BDDI results as of
December 31, 2011, 45.6% of adult Ontarians
with diabetes had all three tests within the
recommended periods—still well below the
long-term target of 80% and only slightly
higher than on December 31, 2009 (43.1%).
The Ministry informed us there is no pre-
determined timeline for achieving this target.
e The BDDI does not include test results from
hospital labs, even though hospitals accounted
for about one-third of all labs in Ontario and
performed 9% of blood-sugar tests and 10% of
cholesterol tests. According to our physician
survey and our review of correspondence
between the physicians and the Ministry, many
physicians indicated that hospital labs are
the only major lab services in some rural and
northern regions. The Ministry acknowledged
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this limitation but noted that the BDDI is
an interim measure pending delivery of the
Registry.

e Many of the physicians who responded to our
survey and the four Regional Coordination
Centres we visited expressed other concerns
about the BDDI, and a number questioned its
usefulness. They noted that the information
provided by the BDDI was not timely and was
already accessible through currently avail-
able Electronic Medical Records now being
used by 43% of Ontario physicians. They also
noted that the BDDI was a time-consuming
manual process of sharing and reviewing
patient information.

e Participation in the BDDI is voluntary. As of
April 2012, only about half of Ontario phys-
icians were taking part in it.

RECOMMENDATION 1

To allow for efficient and effective diabetes sur-
veillance at the provincial level and to gauge the
progress of the Ontario Diabetes Strategy, the
Ministry of Health and Long-Term Care (Min-
istry) should work closely with eHealth Ontario
(eHealth) and Infrastructure Ontario to:

e ensure that eHealth’s initiatives for chronic-
disease prevention and management are
implemented with an appropriate quality
assurance process so that they meet the
needs of physicians and other users; and

e implement measures based on lessons
learned from using the total outsourcing
system development model for the Diabetes
Registry if this procurement process is used
for future information technology projects.

Quality assurance with respect to electronic
health tools has been, and will continue to be,
a priority of both the Ministry and eHealth.
Despite the challenges the vendor has faced
with the Diabetes Registry, eHealth has made

significant advances in meeting its obligations
to develop, integrate and deliver the comple-
mentary foundational systems that serve as the
backbone of Electronic Health Records.

In applying lessons learned from the Dia-
betes Registry procurement model, eHealth
has already taken steps to improve the procure-
ment process for future projects. In particular,
eHealth has applied the AFP model’s milestone-
based payment structure to procurement of the
Drug Information System and has combined this
with a rigorous procurement process with con-
tractual provisions allowing eHealth to closely
monitor progress, approve the vendor’s delivery
strategy and hold the vendor more accountable
for delays.

DIABETES PREVENTION AND
HEALTH PROMOTION

Type 1 diabetes is not preventable. But the opposite
is true for Type 2, which accounts for 90% of the
diabetic population. The World Health Organiza-
tion (WHO) says a healthy high-fibre and low-fat
diet, along with at least 30 minutes a day of
physical activity, can reduce the risk of Type 2 dia-
betes by 50%. The WHO also notes that more than
90% of Type 2 cases can be prevented or postponed
with good nutrition, regular physical activity, smok-
ing cessation and effective stress management.

According to the Diabetes Expert Panel estab-
lished by the Ministry in 2006, “keeping people well
and preventing disease is the most cost-effective,
affordable, and sustainable strategy for coping with
chronic disease.” The Canadian Diabetes Associa-
tion 2008 Clinical Practice Guidelines also noted
that “preventing Type 2 diabetes would result in
significant public health benefits, including lower
rates of cardiovascular disease, renal failure, blind-
ness, and premature mortality.”



Coverage of Diabetes Prevention Initiatives

The Ministry has earmarked only 3% of the

$648 million funding allocation of the Ontario Dia-
betes Strategy (Strategy)—about $19 million—for
prevention (see Figure 3). The Ministry informed
us that this funding for diabetes prevention initia-
tives under the Strategy focused on reducing the
risks of new diabetes cases. The funding targeted
prevention initiatives at 24 local agencies in selected
communities with high prevalence of diabetes and
large concentrations of ethnic groups at high risk
of developing diabetes (for example, Asians and
Aboriginal people). We noted that:

e Prevention initiatives in the Strategy targeted
the regions of Toronto, Peel, North East and
North West, even though statistics from the
Institute for Clinical Evaluation Sciences, a
leading independent research organization
in Canada, noted that other Local Health
Integration Network (LHIN) regions, such as
Central East and Erie St. Clair, also have an
equally high prevalence of diabetes.

e The Ministry achieved its target of reach-
ing 40,000 at-risk people in communities
with a high prevalence of diabetes through
community-based primary prevention initia-
tives but acknowledged that it has little reliable
information about the size and distribution of
the entire at-risk population in Ontario.

e Almost two-thirds of Diabetes Education Pro-
grams that responded to our survey said they
thought more of their resources should go to
educating people at high risk of developing
diabetes. However, they have been unable
to do this because their funding from the
Ministry is intended to assist people already
diagnosed with diabetes.

Effectiveness of Diabetes
Prevention Initiatives

Policy makers need reliable evaluations of the
effectiveness of prevention initiatives to help them

Diabetes Management Strategy m

set priorities. Such evaluations involve ongoing
quantitative analysis of the impact of preven-
tion initiatives on mitigating the risk factors for
diabetes, which include unhealthy diet, physical
inactivity, and being overweight or obese.

The Ministry informed us that it developed no
performance measure under the Strategy to mon-
itor the extent of unhealthy eating among Ontar-
ians because scientific literature has not established
unhealthy diet as an independent causal risk factor
for diabetes. It has monitored two other risk fac-
tors, body weight and physical inactivity. Although
the Ministry has not developed targets for these
two measures as part of the Strategy, it said that
its ACTIVE2010 Strategy in 2004 set a target of
reducing the proportion of the population that is
physically inactive to 45% from 52% by 2010.

However, as shown in Figure 5, these two meas-
ures have remained relatively constant in recent
years. More specifically, the October 2011 Report
of the Strategy Key Performance Measures said
that “the proportion of adults who are overweight
or obese has increased significantly since 2003/04
(from 49.6% to 53.0%)” and “the proportion of
physically inactive adults has not improved since
2003/04, fluctuating from 50% to 53%.”

In May 2011, the Ministry commissioned an
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external evaluation of its diabetes prevention
initiatives. The evaluation concluded that the
initiatives had limited impact on increasing public
awareness of diabetes and on changing behaviours.
In response, the Ministry conducted a diabetes
forum in January 2012 with the local agencies that
it funds to do diabetes prevention. The agencies
had two major suggestions, which they say are
needed to promote the long-term success of the
prevention initiatives:

e The Ministry needs to provide agencies with
sustained multi-year funding commitments
and avoid delays in transfer of time-limited
funds to minimize implementation delays and
difficulties in hiring and retaining staff.

e The Ministry needs to improve its co-ordina-
tion and communication with the agencies.
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The agencies indicated that they have been
“working in silos.” In order to avoid duplicate
efforts, the agencies suggested that the
Ministry needs to take a more proactive role
in developing “a centralized understanding
of who’s doing what, who needs additional
help and support” and facilitating knowledge
exchange on best practices.

The Ministry informed us that it planned to
conduct a further evaluation of its diabetes preven-
tion initiatives during the 2012/13 fiscal year,
and planned to use the results of this evaluation
together with information from the diabetes forum
to make changes to the prevention initiatives.

Screening for Undiagnosed Diabetes

People with undiagnosed diabetes are those who
have developed the disease but have not yet been
identified as such by health-care providers. Accord-
ing to the Canadian Diabetes Association (Associa-
tion) 2008 Clinical Practice Guidelines (Guidelines),
undiagnosed Type 2 diabetes may occur in nearly
3% of the adult population. So at least 284,000
Ontarians may not know that they have diabetes.
Studies indicate that Type 2 diabetes can remain
without symptoms for up to 10 years, and that at

the time of diagnosis, 20% to 30% of patients will
have already developed complications. Undiagnosed
diabetes, therefore, will place more costly burdens
on the health-care system in the long run.

Since 2008, the Association has recommended
screening individuals as early as age 40 because
this has proved useful in detecting undiagnosed
diabetes. As yet, there has been no specific strategy
for identifying undiagnosed cases across Ontario
through targeted screening for Type 2 diabetes and
pre-diabetes (a blood-sugar level that is higher than
normal, but not yet high enough to be diagnosed as
Type 2 diabetes).

The Ministry indicated that, to date, its focus has
been on screening for people with risk factors for
developing diabetes rather than identifying undiag-
nosed diabetes. In that regard, the Ministry advised

us that it has screened about 4,600 people for
diabetic risk factors through its community-based
prevention initiatives. It has also implemented a
project called the Ottawa Model for Undiagnosed
Diabetes aimed at identifying undiagnosed diabetes
in patients hospitalized for other reasons and con-
necting them to diabetes care in their community.
The Ministry informed us that because this project
covered only about 500 patients at four hospital
sites, it would be expanded to other hospital sites in
the 2012/13 fiscal year.

Development of a Comprehensive Health-
promotion Strategy

The World Health Organization says a healthy
lifestyle that includes healthy eating and physical
activity is a first line of defence in the prevention
of Type 2 diabetes. In 2005, the government estab-
lished the Ministry of Health Promotion and Sport
(which was merged into the Ministry of Health
and Long-Term Care in October 2011). In 2006,
the Ministry introduced Ontario’s Action Plan for
Healthy Eating and Active Living (HEAL). However,
as noted previously, there has been no recent
improvement in the percentages of Ontarians who
are overweight, obese or physically inactive.
In March 2011, the government established
the Commission on the Reform of Ontario’s Public
Services to provide advice on the way government
delivers services. In February 2012, the Commission
released a report suggesting the government should:
e do more to promote healthy lifestyles;
e establish a province-wide chronic-disease
prevention strategy;
e take a more comprehensive approach to popu-
lation health;
e explore regulatory options for the food
industry;
e work with the federal government on nutri-
tion regulation; and
e replicate British Columbia’s ActNow initiative.
We noted that several well-respected organiza-
tions, including the WHO, the Conference Board of



Canada, and the Health Council of Canada, have
also credited British Columbia’s ActNow initia-
tive, with its cross-government and multi-sectoral
approach, as a best practice in health promotion
and prevention of chronic disease.

We also noted that in April 2012, Cancer Care
Ontario and Public Health Ontario published
areport indicating that Ontario’s health-care
spending focused on treating people after they
became ill rather than on keeping them healthy
in the first place. The report noted that there are
four key risk factors—unhealthy eating, physical
inactivity, tobacco use and alcohol consumption—
that are strongly related to people developing a
chronic disease such as diabetes and that Ontario
has developed a comprehensive strategy only to
reduce tobacco use. The report recommended a
comprehensive chronic-disease-prevention strategy
targeting the entire Ontario population using a
whole-of-government approach that engages all
sectors and levels of government, community
groups, businesses, educational institutions and
media. The Diabetes Education Programs and many
of the physicians who responded to our surveys, as
well as the diabetes experts we interviewed, also
mentioned that Ontario lacks a multi-faceted strat-
egy to prevent chronic disease and obesity.

The Ministry informed us that the government
has introduced initiatives to support healthy eating,
including the Healthy Communities Fund Grant
Program for the delivery of health-promotion
initiatives; the Student Nutrition Program, funded
by the Ministry of Children and Youth Services; and
the Northern Fruit and Vegetable Program, target-
ing elementary-school children in selected areas in
Northern Ontario. Also, in May 2012, the govern-
ment assembled a Healthy Kids Panel to advise it
on the development of a childhood obesity strategy.
We noted, however, that the adult population could
be helped by similar health-promotion initiatives
and a specific obesity strategy.

Diabetes Management Strategy m

RECOMMENDATION 2

To enhance the focus on prevention and early
detection of diabetes as long-term, cost-effective
strategies, the Ministry of Health and Long-
Term Care should:

e re-assess whether allocating only 3% of total
dedicated diabetes funding to prevention
initiatives is the most cost-effective long-
term strategy;

e devise ways to identify, on a more timely
basis, people with undiagnosed diabetes; and

e develop comprehensive health-promotion
strategies that focus on all Ontarians and
consider similar strategies used in other
jurisdictions.

In addition to the allocation under the Ontario
Diabetes Strategy, the Ministry has invested
more than $335 million annually in health-
promotion programs to promote healthy eating,
prevent chronic diseases like diabetes, and
reduce injury and addiction. However, the
Ministry will undertake a review of the funding
allocation for diabetes prevention initiatives
under the Strategy.

The Ministry is also currently developing
a provincial framework that will inform a co-
ordinated approach to diabetes screening in
community-based primary health care organiza-
tions across Ontario.

The Ministry will continue to assess the com-
prehensive health-promotion and prevention
strategies used in other jurisdictions. The Min-
istry currently participates in several federal/
provincial/territorial committees dealing with
issues such as healthy weights, sodium reduc-
tion and tobacco control, to share information
on best practices. The integration of health pro-
motion within the Ministry will allow a renewed
focus on broader health-promotion and diabetes
prevention strategies.
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DIABETES EDUCATION PROGRAMS

In recognition of the fact that providing appropri-
ate information to people with diabetes is essential
to the management of the disease, the government
initiated the Diabetes Education Programs (DEPs)
in 1992 and placed them in three settings: hospi-
tals, community health centres and Family Health
Teams. Each DEP consists of one or more Diabetes
Education Teams (Teams), and each Team consists
of a registered nurse and a registered dietician.
Teams may also have other health-care profession-
als, such as social workers, psychologists, foot-care
specialists, pharmacists and physiotherapists.
DEPs use counselling in groups and one-on-one to
promote self-care and help patients improve their
quality of life, minimize their symptoms, and pre-
vent complications.

Given the extra funding available with the Strat-
egy, the Ministry has expanded the DEPs by adding
101 new Teams since the 2009/10 fiscal year. Cur-
rently, the Ministry funds 322 Teams in 152 DEPs
across the province. Of the 152 DEPs, 47 in North-
ern Ontario were funded and managed on behalf
of the Ministry by a not-for-profit organization that
has signed an accountability agreement with and
received funding from the Ministry.

Monitoring of Diabetes
Education Programs

Performance Evaluation of DEPs:

Caseload Benchmark
The Ministry has monitored the DEPs using a case-
load benchmark: each Team (one full-time regis-
tered nurse and one full-time registered dietician)
in a DEP should have an active caseload of 1,000
patients or more per fiscal year. We noted, however,
that this benchmark may no longer be representa-
tive because it was developed in 2001, when there
were only 71 DEPs, compared to the current total
of 152. The program’s scope has also grown and
evolved since 2001.

As well, the benchmark was developed on the
assumptions that each patient would get five hours
of services a year, and that 60% of services would
be delivered through individual counselling and
40% in group sessions. However, the majority of
the DEPs that responded to our survey indicated
that these assumptions did not reflect their actual
activities and needed to be reviewed. The Ministry
informed us that it has initiated a benchmark
review during our audit and was in the process of
finalizing an analysis report in August 2012.

We noted that about 90% of DEPs did not meet
the 1,000-patient caseload benchmark in each
fiscal year since 2008/09, and more than one-
third of them failed to achieve even 50% of the
benchmark in 2010/11. The Ministry informed us
that in June 2011 it required any DEP that failed
to meet at least 50% of the benchmark to submit
a Performance Improvement Plan. After our audit
fieldwork, the Ministry indicated that it was in
the process of reviewing the results of those DEPs
implementing the plans as part of its ongoing
monitoring of the DEPs.

Consistency and Quality of DEPs
We noted that the Ministry has not adequately mon-
itored the consistency and the quality of service
provided by the DEPs across the province, other
than to evaluate them against the 1,000-patient
caseload benchmark. For example:

e According to the Policies and Procedures
Manual for DEPs issued by the Ministry, DEPs
are required to conduct routine audits of the
quality of care they provide on a regular basis
and hand over all information about such
audits to the Ministry on request. The Ministry
has given the DEPs no guidance on what the
audits should cover or how often they should
be conducted; nor has the Ministry requested
any audit results from DEPs to determine if
they were in compliance with the require-
ment. According to our survey of DEPs, the
frequency of such audits varied, with about



one-quarter of the DEPs saying they “have not
done” any audits or “do not know” they are
required to conduct such audits.

e Physicians who responded to our survey indi-
cated that high staff turnover and inadequate
training for new staff at DEPs has affected
quality of care. In addition, they were uncer-
tain about the DEPs’ ability to give patients
appropriate advice. They also noted that DEPs
often promoted new drugs that had no proven
track record, and provided education of vary-
ing quality to patients.

e There is a certification program for the desig-
nation of Certified Diabetes Educator (CDE).
However, since this program is voluntary, not
every DEP has staff with the CDE designa-
tion. The Ministry informed us that it has
encouraged the DEPs to recruit staff with
this certification and/or help staff obtain this
certification. However, it has not tracked or
monitored the competence, skill levels and
qualifications of DEP staff.

Oversight of Northern Diabetes
Education Programs

The Ministry has an accountability agreement with
and provides transfer payments to a not-for-profit
corporation to fund and manage 47 adult DEPs in
Northern Ontario, 35 pediatric diabetes programs,
Northern Ontario aboriginal diabetes services, and
Regional Coordination Centres in the northeast
and northwest regions. The Ministry informed us
that the organization is responsible for selecting
diabetes service—providers to meet its funded
objectives as outlined in its accountability agree-
ment with the Ministry.

The organization is small, with about 10 staff
located in three offices. The same senior manage-
ment has been in place since its creation in 1992.
Over the past decade, annual ministry funding to
the organization has increased from $7 million to
$20 million for expanding services across Northern
Ontario. According to its accountability agreement

Diabetes Management Strategy

with the Ministry, the organization is responsible
for administering the funds in a prudent and
effective way.

The organization transfers most of its ministry
funding to the community-based diabetes service
providers, including the DEPs in the north, to
deliver diabetes care. The organization has given
about $66 million to service providers between the
2006/07 and 2010/11 fiscal years, and transferred
the majority of these funds, about $44.5 million, to
adult DEPs. The Ministry requires the organization
to have an accountability agreement with each
northern DEP, and to collect quarterly and annual
reports summarizing caseloads, activities and
financial information from each DEP. The Ministry
informed us that the organization has accounted
for funding granted to the DEPs through an annual
settlement and reconciliation process. However, our
review of the organization’s audited financial state-
ments indicated that, since 2007, its auditors have
been unable to provide a normal “clean” audit opin-
ion of its financial statements because the auditors
did not examine the records of the service providers
funded by the organization. The organization
informed us that it assumed the funds it gave the
service providers went to providing diabetes care.

Based on our review of the organization’s
expenditures, we also noted some questionable
practices, some of which ran contrary to its own
policies and/or to those in the Broader Public Sec-
tor (BPS) Expense Directive that became effective
April 1, 2011. Examples included:

e Since the 2009/10 fiscal year, the organ-

ization has paid a consulting firm a total

of $105,000, including a $5,000 monthly
“retainer fee” and reimbursements for
telephone, fax, meal and taxi expenses. In
October 2010, it signed a formal agreement
with the firm for such services as “providing
strategic advice on election strategizing and
membership mobilization,” and “developing
relationships with relevant political and
bureaucratic decision-makers.” The organiza-
tion informed us that its board of directors
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approved the engagement of the consulting
firm for high-level strategic advice to ensure
that the government was aware of the organ-
ization. However, the Ministry informed us
that it never approved a budget for consulting
services of this nature and that the organiza-
tion never sought ministry approval to reallo-
cate funding to these services.

The organization had inadequate record-
keeping practices relating to staff travel and
meal expenses. Almost all of the meal expenses
we reviewed were supported only by credit-
card slips or handwritten notes rather than by
the original itemized and detailed receipts, as
required by the organization’s own policies and
the BPS Expense Directive. Often, these records
did not specify the names of the people who
attended or the purpose of the meals.

The organization’s policies did not align

with the rules in the Ontario Public Service
(OPS) regarding consumption of alcohol and
reasonableness of meal expenses. Although
the organization informed us that it did not
encourage the claiming of alcohol on expense
charges, we found instances where staff did
so. As well, the organization’s policies did

not specify the maximum amounts per meal.
We also noted instances where staff claimed
meals costing up to $80 per person.

Travel expenses claimed by the organization’s
CEO amounted to about $40,000 each year.
When travelling to Toronto, the CEO received
$100 per day for accommodation in a private
home. This was four times more than the

per diem rate of $25 specified in its policies.
Although the BPS Expense Directive does not
specifically address this per diem, it does say
that “due to mandatory requirements, and the
principles of transparency and accountability,
it is clear that per diems would no longer be
allowed” and “in the OPS, per diems are no
longer used.”

The organization leased an office in Kenora
in October 2010 but decided to close it in July

2011 due to difficulties in securing qualified
staff. This resulted in a lease termination
charge of about $12,000. The Ministry
informed us that although the organiza-
tion had discussed with it the consolidation
of its offices in Kenora and Thunder Bay,
the Ministry was unaware that the Kenora
office had been closed and that the organ-
ization had incurred a relatively significant
termination charge.

e The organization paid about $2,000 to send
an executive assistant to Las Vegas for a
management course designed for managers,
supervisors and others with management
responsibilities.

While we suggested that an enhanced oversight
of this organization was required, the Ministry indi-
cated that, as with any broader-public-sector organ-
ization it funds, its oversight role does not include
monitoring expenses incurred by the organization’s
staff. The Ministry said it expected organizations to
have proper policies and procedures in place, but
indicated that ensuring adherence to the applicable
policies and directives is the responsibility of the
organization’s board of directors.

Subsequent to our audit, the Ministry informed
us that it had taken some actions, including the
recovery of about $40,000 in unapproved expendi-
tures from the organization in June 2012. The
Ministry also followed up in areas of the organiza-
tion’s non-compliance with requirements of the
Broader Public Sector Accountability Agreement
in August 2012.

RECOMMENDATION 3

To ensure that Diabetes Education Programs
(DEPs) provide diabetes patients with consistent
and quality care, and in compliance with applic-
able policies, the Ministry of Health and Long-
Term Care should strengthen its oversight of
DEPs and other recipients of diabetes funding by:
e developing appropriate service-delivery and
cost-effectiveness measures and requiring



DEPs to periodically report on these meas-
ures; and

e conducting periodic site visits to selected
regional, community and broader-
public-sector organizations that receive
diabetes funding.

The Ministry’s current agreements with transfer-
payment recipients require that local diabetes
programs comply with and provide minimum
service components. The Ministry, together with
the LHINS, will conduct a follow-up review of
the agreement framework to identify further
opportunities to strengthen accountability.

Apart from the measurement framework
developed by the Ministry in partnership
with Health Quality Ontario and the Regional
Coordination Centres in 2011/12, the Ministry
will develop additional DEP performance
measures and reporting requirements that are
aligned with the attributes defined in the meas-
urement framework.

The Ministry will review how it can apply
greater oversight of broader public sector organ-
izations receiving funding for diabetes services,
and will continue to take timely, appropriate
action when non-compliance with agreements
is identified. The Ministry is developing further
monitoring activities such as refinements to
its annual reconciliation process, developing a
protocol for periodic site visits, and examining
the potential of obtaining attestations from the
organizations’ boards to ensure their compli-
ance with the requirements of the Transfer Pay-
ment Accountability Agreements.

Diabetes Management Strategy m

CO-ORDINATION OF AND ACCESS TO
DIABETES-CARE PROVIDERS

Co-ordination among DEPs

As part of the Strategy, the Ministry’s Provincial
Program Branch (PPB) has funded 101 new DEP
teams in hospitals, community health centres and
Family Health Teams (FHTs) since the 2009/10
fiscal year. The Ministry informed us that the loca-
tions of the new teams were based on proposals
from the LHINs. At the same time, we noted that
the Ministry also funded other diabetes programs.
For example, FHTs have received funding from the
Ministry’s Primary Care Branch to set up chronic-
disease management programs, which include
diabetes programs, and hospitals have allocated
portions of their global funding to set up diabetes
programs. However, the Ministry informed us that
the PPB maintained records only for PPB-funded
DEPs and was unable to confirm which other FHTs
and hospitals have also funded diabetes services.

The DEPs we visited, and those that responded

to our survey, indicated that they have been unable
to meet the Ministry’s 1,000-patient caseload
benchmark because their catchment areas over-
lapped with those of other diabetes programs. This
situation has led to under-utilization of many DEPs
and even competition among DEPs for diabetes
patients as they attempt to meet the benchmark. In
fact, all of the DEPs we visited were located close to
other diabetes programs. For example:

e One DEP was located within a five-minute
walk of two FHTs with diabetes programs and
within a 10-minute drive of another DEP.

o A DEP was located in the same hospital as a
registered dietician who also delivered educa-
tion about diabetes management in a hospital-
based clinic.

e One significantly under-utilized DEP was
located in a rural area that also had four other
DEPs covering the same catchment area.

(2]
=
o™
=
=5
=
7}
@
v
=
o
>
L]
o™
3
[}
e
=
<
=
o



w 2012 Annual Report of the Office of the Auditor General of Ontario

(2]
S
o™
=
=5
-
©
@
v
=
=
>
L]
o™
L3
@
e
=
<
=
o

Co-ordination between DEPs and
Physicians

The Canadian Diabetes Association 2008 Clinical
Practice Guidelines recommended diabetes self-
management education for all people with diabetes.
In 2011, a team of researchers from two Ontario
universities studied physicians’ patterns of refer-
ring their patients to DEPs in a suburban region

of southern Ontario. With the assistance of the
Ontario College of Family Physicians, we extended
this study by surveying all family physicians in the
province. Both the 2011 study and our survey found
that many physicians did not refer all of their dia-
betes patients to DEPs. The most common reasons
given for not referring were “patients unwilling

to go” and “physicians able to provide education
in-house.” The main reasons that patients were
unwilling to go were “times unsuitable, with no
evening or weekend services” and “language bar-
riers.” These reasons were in line with our survey
of DEPs, which found that almost all of them were
closed evenings and weekends, and about half did
not offer language-specific services.

As well, our DEP and physician surveys
suggested that lack of communication and co-
ordination between the DEPs and physicians has
been a barrier to provision of diabetes care. About
60% of the DEPs that responded to our survey
noted that co-ordination and communication with
other health-care providers, especially physicians,
has been a major challenge. Even though lab test
results on blood sugar and cholesterol could help
the DEPs monitor their patients, 43% of the DEPs
in our survey said they received lab test results
only half the time or less from physicians and other
health-care providers. Physicians, for their part,
noted they often did not receive information from
local DEPs regarding the progress of patients the
DEPs were seeing.

Diabetes Management Incentive
for Physicians

In April 2006, the Ministry introduced a Diabetes
Management Incentive (DMI) to promote qual-

ity diabetes care. DMI is a $75 annual payment

to physicians for co-ordinating, providing and
documenting all required elements of care for each
diabetes patient consistent with the Canadian Dia-
betes Association 2008 Clinical Practice Guidelines.
Ontario Health Insurance Plan (OHIP) data showed
that the Ministry made about $95 million in DMI
payments to physicians since 2006. However, we
noted that the impact of the DMI in encouraging
physicians to provide continuous and co-ordinated
diabetes management was unclear. Specifically:

e Forty-six per cent of physicians who
responded to our survey indicated that the
DMI had no impact on the way they managed
their patients. Of these, about 14% did not
even realize the DMI existed.

e The October 2011 report on the Ontario
Diabetes Strategy Key Performance Measures
showed that the DMI was claimed for less
than 30% of diabetes patients in each fiscal
year since 2008/09, with only a slight increase
during the period, as illustrated in Figure 5.
This suggested a lack of awareness or usage of
the DMI.

e In April 2012, researchers from the University
of Toronto released a study reporting little
difference in overall performance before
and after the introduction of the DMI. They
found that those physicians already providing
higher-quality care simply continued to do so
while claiming the DMI, and they concluded
that the DMI “led to minimal improvement in
quality of diabetes care at the population and
patient level.”



Access to Specialized Diabetes-care
Providers

A multidisciplinary team approach involving
different health-care providers has been proven
effective in delivering diabetes care. According to
the Canadian Diabetes Association 2008 Clinical
Practices Guidelines, “a team of health-care profes-
sionals—including physicians, nurses, diabetes
educators, pharmacists and other health-care
experts who work together with the individual liv-
ing with diabetes—is the recommended approach
to achieve optimal care.” The Diabetes Expert Panel
appointed by the Ministry in 2006 also noted that
the “interdisciplinary team is critical to the success-
ful diabetes management.”

Our survey of the DEPs indicated that the
levels of care and access to specialists varied from
one DEP to another. Only 25% of the DEPs that
responded to our survey said they were funded for
specialists other than registered nurses and regis-
tered dieticians. Although it is unlikely that there is
sufficient funding to staff every DEP with an array
of specialists, certain specialists are critical to dia-
betes patient care. For instance, 60% of DEPs in our
survey identified foot-care specialists as the most-
needed professionals, but 40% said their patients
had no ready access to these specialists. About half
of the physicians who responded to our survey also
identified “lack of timely access to foot-care special-
ist” as one of the most common problems in caring
for patients with diabetes, for whom foot infections
are a major reason for hospitalization. According to
a report published in April 2012 by the Institute for
Clinical Evaluative Sciences, a leading independ-
ent Canadian research organization, about 74 per
10,000 Ontarians with diabetes have had lower
extremity amputations that were mainly triggered
by foot infections resulting from poor circulation
and nerve damage caused by diabetes.

Diabetes Management Strategy m

Diabetes Regional Co-ordination Centres

After Cabinet approved the Regional Coordination
Centre (RCC) program in October 2009, the Min-
istry established a diabetes RCC in each of Ontario’s
14 Local Health Integrated Networks (LHINS) to
promote access to co-ordinated diabetes services
regardless of where in Ontario people live. The
Ministry and each LHIN selected a host agency (a
hospital, community health centre or Community
Care Access Centre) to manage the RCC. The RCCs
do not deliver diabetes services directly, but work
with their respective LHINs and health-care provid-
ers to co-ordinate diabetes care in a region.

The RCCs have been in place only since the
2009/10 fiscal year, so it is not yet possible to assess
their long-term impact. We did note that the RCCs
have made some progress in improving regional
co-ordination of diabetes services. However, the
four RCCs we visited raised the following concerns,
which they said must be addressed to enhance their
effectiveness. Among them:

e There is a need for clarity and standardization

across regions regarding the interpretation
of RCC deliverables, such as depth of support
to service providers. However, the Ministry
informed us that variation across the RCCs is
needed to reflect local and regional needs.

e Communication of RCC roles at the provincial
level has been limited or ineffective. Although
the RCCs have also made an effort to promote
themselves, they acknowledged that many
stakeholders, especially physicians, were still
not aware of their role and mandate. The
Ministry indicated that it provided formal
communication about the RCCs in quarterly
newsletters, at conferences and events, and
through a refreshed diabetes website.

e The RCCs have been leading regional diabetes
planning and co-ordination by working closely
with the DEPs, but the RCCs and the DEPs
report to different branches of the Ministry,
hindering efforts to evaluate their relative
effectiveness.

(2]
=
o™
=
=5
=
7}
@
v
=
o
>
L]
o™
3
[}
e
=
<
=
o




m 2012 Annual Report of the Office of the Auditor General of Ontario

(2]
S
o™
=
=5
-
©
@
v
=
=
>
L]
o™
L3
@
e
=
<
=
o

e Despite monthly teleconferences and quar-
terly face-to-face meetings, there has not been
enough dialogue between the Ministry and
the RCCs. For example, we noted cases where
one branch of the Ministry did not consult
and inform the RCCs when making changes
at the DEPs. As well, although one branch
of the Ministry asked the RCCs to do patient
consultations, the RCCs found that another
branch had also initiated a similar survey. The
RCCs also informed us that there is a need to
increase the Ministry’s participation in RCC
stakeholder meetings to address the issues
and barriers faced by the DEPs.

e The RCCs have been developing their own
tools and processes, such as patient surveys,
performance indicators and guidelines for
leading practices, concurrently, resulting in
duplication of effort and inconsistencies in
reporting and measurement of effectiveness.
The Ministry informed us that since varia-
tions exist across the RCCS, there is a need
for flexibility to address local and regional
circumstances.

The Ministry acknowledged these issues and
indicated that they are being addressed. In April
2012, for example, the Ministry in partnership with
the RCCs and Health Quality Ontario finalized a
Measurement Framework that included measures
to track and monitor regional performance. The
Ministry advised us that it is working with the RCCs
to identify common indicators for these measures in
the 2012/13 fiscal year, and it has formally clarified
expectations and respective roles of the RCCs and
their host agencies.

RECOMMENDATION 4

To improve co-ordination among diabetes-care

providers and access to specialized diabetes

care, the Ministry of Health and Long-Term

Care should:

e take into account the demand for and avail-
ability of diabetes services offered in com-

munity health centres, hospitals and Family
Health Teams when allocating diabetes fund-
ing and other resources to avoid duplication
or under-utilization of services;

e evaluate the need for the Diabetes Man-
agement Incentive, given the evidence
indicating its lack of impact on encouraging
physicians to provide continuous and co-
ordinated diabetes management; and

e monitor whether people have timely and
equitable access to diabetes-care specialists
in high demand, such as foot-care specialists,
especially where there is evidence that a
lack of timely treatment is likely to result in
hospitalization.

The Ministry will undertake a review of its
current operating framework to identify oppor-
tunities to further reduce potential duplication
and/or under-utilization. The current RCC
program leverages information on the demand
for, and availability of, diabetes services within
local regions to drive effective and efficient co-
ordination, integration and delivery of services.

The Ministry continues to benefit from
expert panels in strengthening primary care,
which will be extended to include advice from
the expert group on all physician incentives and
their effectiveness, including the Diabetes Man-
agement Incentive.

The Ministry will, as appropriate, include
equitable access to diabetes care specialists as
part of its regular review and refinement of the
Ontario Diabetes Strategy.

BARIATRIC SURGERY

About 90% of people with Type 2 diabetes are
overweight or obese, according to the World Health
Organization and the Canadian Diabetes Associa-
tion. The International Diabetes Federation also



noted that the risk of developing Type 2 diabetes
is 93 times higher for obese women and 42 times
higher for obese men than for those at a healthy

weight.

Although bariatric surgery by itself does not
“cure” obesity, it does result in substantial, sus-
tained and long-term weight loss by removing
part of the stomach and/or the small intestine. As
one would expect, post-surgical follow-ups and
ongoing diabetes management are critical to main-
tain weight loss. Studies have consistently dem-
onstrated that bariatric surgery is cost-effective
for severely obese diabetes patients and stabilizes
Type 2 diabetes in 60% to 80% of patients within a
year or less.

Access to and Cost of Bariatric Surgery

Prior to the Strategy, most Ontarians requiring bari-
atric surgery received it in the United States, with
OHIP covering the costs. As part of the Strategy,
the Ministry announced it would spend $75 mil-
lion to increase Ontario’s capacity to do bariatric
surgeries. The Strategy called for the establishment
of the Ontario Bariatric Network, consisting of six
Regional Assessment and Treatment Centres and
four Bariatric Centres of Excellence in hospitals
across Ontario. Additional funding brought the
total to about $108 million by the 2011/12 fiscal
year. The number of in-province bariatric surgeries
has increased from 245 in the 2007/08 fiscal year
to 2,500 in 2011/12.

Since February 2010, the Ministry has required
Ontarians seeking bariatric surgery to be assessed
at a Regional Assessment and Treatment Centre.
Patients would be approved for out-of-country
bariatric surgery only if their referring physicians
applied for them and they met the regulatory
requirements for out-of-country health services.
The Ministry’s goal was to have more bariatric
surgeries performed in Ontario to save money and
to ensure that adequate assessments and follow-ups
are being done.

Diabetes Management Strategy m

Since the expansion of the capacity to perform
them in-province, about 5,200 bariatric surgeries
were performed in Ontario between 2009/10 and
2011/12. Annually, the number of bariatric surger-
ies done in Ontario increased by 180%, from about
890 in the 2009/10 fiscal year to about 2,500 in
2011/12. However, the total number of people get-
ting the surgery actually dropped 14%, from about
2,900 in the 2009/10 fiscal year to about 2,500 in
2011/12, as illustrated in Figure 6. This is because
significantly fewer out-of-country bariatric surger-
ies are being approved.

In February 2011, the Ministry announced
that the expansion of bariatric services in Ontario
would save the province about $45 million in out-
of-country OHIP costs in the 2010/11 fiscal year.
We noted that a more accurate estimate of savings
would be about $35 million after including the
cost of additional bariatric surgeries performed in
Ontario. However, this figure does not reflect any
potential costs of patients who could develop other
health complications as a result of waiting longer
for bariatric surgeries in Ontario, as indicated in the
following sections.

Figure 6: Number and Cost of Bariatric Surgeries,
2005/06-2011/12

Source of data: Ministry of Health and Long-Term Care
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Capacity and Demand for Bariatric Surgery

In May 2009, the Ministry estimated that 342,000
Ontarians would be eligible for bariatric surgery
and assumed that 2% (about 6,800) of those would
proceed to the surgery by 2013. The Ministry also
projected about 3,000 new referrals per year, based
on data from 2005, then the most recently avail-
able. Ministry data showed that in the 2011/12
fiscal year, about 2,500 bariatric surgeries were
performed in Ontario, as illustrated in Figure 6.
This exceeded the Ministry’s current target of 2,400
but is not yet meeting the projected demand.

Our research also indicated that the actual
demand for bariatric surgery has significantly
exceeded the forecasts. In the 2011/12 fiscal year
alone, there were about 8,000 new referrals, or
2.6 times more than the ministry forecast. We
also noted that wait lists for bariatric surgery in
Ontario suggest demand has far outpaced capacity.
According to hospital data for the fiscal years
between 2009/10 and 2011/12, there were about
22,000 referrals. The Ministry informed us that
about 70% of these referrals, or about 15,400
cases, would proceed to surgery, but we noted that
only about 5,200 bariatric surgeries were actually
performed. The remaining referrals were either
awaiting or undergoing pre-surgical assessment
and preparation procedures. This gap will likely
widen if demand continues to grow more quickly
than capacity. We noted that the average overall
wait time was 12 months if the surgery was done in
Ontario, compared to six months if the surgery was
approved to be done outside Ontario, mainly in the
United States.

The Ministry informed us that it has been dif-
ficult to make accurate demand forecasts due to the
elective nature of bariatric surgery. To address this
challenge, the Ministry informed us that it has cre-
ated a clinical registry to monitor quality and wait
times. It also said that it will continue to allocate
more resources to bariatric surgery. In the 2012/13
fiscal year, for example, there will be a one-time
funding allocation of about $48 million, and
Ontario hospitals will be expected to perform 2,580

bariatric surgeries and to treat 1,650 potential
bariatric surgery patients in medical or behavioural
programs as an alternative to surgery.

Referral Process and Wait Times of
Bariatric Surgery

Alberta, British Columbia, Quebec and Saskatch-
ewan also fund bariatric surgery in their provinces.
Cross-jurisdictional comparison of the processes
and wait times is not possible because policies and
practices vary from one province to another. For
instance, Ontarians seeking bariatric surgery follow
a standard, centralized referral process to better
ensure consistent assessment and prioritization of
patients, as illustrated in Figure 7. The referral pro-
cess in other provinces has not been centralized and
each surgeon manages his or her own wait list.

The Ministry collected wait-time data for
bariatric surgery from the hospitals. However, we
noted that two hospitals each reported identical
wait times for every month from December 2010
to November 2011, but neither was able to provide
us with any documentation to support the wait
times they reported to the Ministry. The Ministry
indicated that it was likely due to the transition
from a paper-based referral process to a centralized
electronic system. Nevertheless, this made us ques-
tion whether the wait-time data being collected
by the Ministry was reliable, and accordingly, we
measured wait time by reviewing patient files at
the hospitals.

As illustrated in Figure 7, the Ministry measured
only the wait time from surgeon’s approval to actual
surgery, and did not include the period prior to
surgeon’s approval. According to the Ministry, this
is the standard for tracking wait times for surgeries
in Ontario. Using the Ministry’s wait-time meas-
ure, the average surgical wait time was only two
months. However, our review found that patients
waited an average of 12 months for surgery if the
wait time was measured from the time of their
physician’s original referral to the actual surgery, as
illustrated in Figure 7.
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Figure 7: Referral Process for Bariatric Surgery in Ontario
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Our review of patient files and hospital data
showed that the significant backlog for bariatric
surgery was due not to a shortage of surgeons and/
or operating rooms but rather to the long time that
patients waited between the original physician’s
referral to when the surgeon approved the surgery.
Specifically:

e Patients waited between two and seven
months for a hospital orientation class, which
bariatric surgery requires, possibly because
classes were small and/or infrequent, or
because of confusion among physicians about
the referral process; physicians sometimes
mistakenly sent referral forms to hospitals
rather than to the central referral system.
Hospital data showed that about 2,600
patients (representing about 12% of total
referrals from the 2009/10 to 2011/12 fiscal
years) were waiting for orientation classes as
of March 31, 2012.

e Patients waited between five and eight
months for specialist assessments. The waits
depended on availability of hospital resources
and level of patient needs, with some patients
requiring more assessments before surgery.
Hospital data showed that about 10,500
patients (representing about 48% of total

referrals from the 2009/10 to 2011/12 fiscal
years) were waiting for or undergoing assess-
ments as of March 31, 2012.

While the Ministry’s approach to reporting wait
times for bariatric surgery is the same as that used
for all surgeries in Ontario, we believe additional
information regarding times that patients have to
wait for orientation and assessment would provide
the public with a better understanding of the
referral process and what to expect. However, we
also noted a McGill University Health Centre study
published by the Canadian Medical Association in
June 2009 which said that although most health
authorities defined wait time as the period between
a surgeon’s approval and either hospital admission
or actual surgery, “this same definition is inappro-
priate for bariatric surgery because the enormous
numbers of patients requesting this surgery would
lead to a clinically unacceptable period from declar-
ing a patient fit for surgery to the actual surgery.
The realistic wait time for bariatric surgery must be
defined as the overall wait time.”

Quality of Bariatric Services

We found that the Ministry did not have adequate
procedures in place to assess whether the referral

Chapter 3 * VFM Section 3.03
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process for bariatric surgery operated as intended
and whether patients received quality care. We
noted, for example, that since the 2009/10 fiscal
year, 29 bariatric surgeries were performed at
hospitals not designated as a Bariatric Centre of
Excellence. The Ontario Bariatric Network also
informed us that it raised questions with the
Ministry about the quality of services provided by
non-designated hospitals.

Since bariatric surgery has become more com-
mon, there have been growing concerns about
uneven quality across hospitals. In the United
States, the American College of Surgeons Bariatric
Surgery Center Network (College) and the Amer-
ican Society for Metabolic and Bariatric Surgery
(Society) accredit hospitals that perform bariatric
surgery. In contrast, no professional medical bodies
in Canada offer similar accreditation for bariatric
surgery. Bariatric surgical sites in Ontario could
also obtain accreditation from the United States,
but of this province’s eight sites, only two have
obtained such an accreditation, both from the
College. However, the Ministry informed us that it
does not support U.S.-based accreditation, as the
U.S. accreditation bodies require mandatory data
submission, which would impose costs and admin-
istrative burdens on Ontario’s hospitals. The Min-
istry also indicated that in the absence of Canadian
accreditation, the Ontario Bariatric Network has set
provincial standards and protocols for continuous
quality improvement and monitoring of bariatric
services in Ontario.

RECOMMENDATION 5

To ensure that people receive adequate, timely
and quality bariatric surgical services across the
province, the Ministry of Health and Long-Term
Care should:

e review trends of demand and capacity for
bariatric surgery to identify gaps and needs,
especially on a regional basis;

e consider providing the public with informa-
tion on the average elapsed time between

a physician’s referral and completion of the
required pre-surgery assessments; and

e periodically monitor surgical outcomes to
determine whether hospitals offering this
surgery need to go through an accreditation
process as hospitals in the United States do.

The Ontario Bariatric Network (OBN) reviews
the trends of demand and capacity on a regular
basis and provides updates and recommenda-
tions to the Ministry. In 2009/10, the Ministry
established the Bariatric Registry to provide reli-
able data and to track both care-path timelines
and performance measures, and will continue
to refine the use of this data. In partnership with
hospitals and the OBN, adjustments are made
on a continuous basis, such as transferring
patients between centres to reduce wait times,
modifying referral zones and allocating addi-
tional resources, where appropriate, in order to
increase surgical volumes.

Patients are advised of the referral process
(including full wait-time information) and what
they can expect during the information sessions
that all patients are required to attend. The Min-
istry will consider options for advising the pub-
lic on full wait times from the original date of
referral. The Ministry currently publishes wait
times for bariatric surgery through the Ontario
Wait Times Information System. Between April
2012 and June 2012, the wait time for bariatric
surgery once a surgeon had approved it was 85
days, which is well within the general surgery
target of 182 days.

The Ministry will continue to regularly
monitor surgical outcomes of this program,
including reviewing quality benchmarks and
monitoring improvement plans as required for
any bariatric centre.



Section

Background

Smog is a form of air pollution that poses a serious
health threat to Ontarians. According to the Min-
istry of the Environment (Ministry), approximately
half of Ontario’s smog comes from pollutants that
originate in the United States and are transported
here by winds. The other half, however, comes from
domestic sources, including utilities (for example,
power plants), industries (for example, metal
smelters and petroleum refineries), on-road motor
vehicles and other forms of transportation (for
example, trains and aircraft). Vehicles also contrib-
ute to greenhouse gas emissions (such as carbon
dioxide) and toxic contaminants (such as carbon
monoxide and benzene), which also adversely
affect air quality. For more than a decade, the
Ministry has been implementing a number of initia-
tives aimed at helping to reduce smog. One of these
initiatives has been the Drive Clean program.

Drive Clean, which was introduced in 1999, is
Ontario’s mandatory vehicle emissions inspection
and maintenance program. The purpose of the pro-
gram is to identify high-pollution-emitting vehicles
with missing or malfunctioning emission controls
and require the owners of such vehicles to have
them repaired, with the ultimate goal of reducing
on-road emissions. The program has two compon-

(I ETVCGI@EN  Ministry of the Environment

XN1“Y Drive Clean Program

ents—one for light-duty vehicles (passenger cars
and sport utility vehicles) and one for heavy-duty
vehicles (buses and trucks). The program cur-
rently tests vehicles once they are seven years old,
or those older than one year if ownership is to be
transferred. Light-duty vehicles that were built
before 1988 are exempt from the program, but,
otherwise, all vehicles must pass an emissions test
for the owner to renew the registration or transfer
ownership. When a vehicle passes its emissions
test, the testing facility issues a uniquely numbered
emissions test certificate, which the vehicle owner
must take to a ServiceOntario kiosk or office (that
is, a vehicle-licensing office) when applying to
renew their licence plates or to transfer ownership.

As of December 2011, approximately 7.6 million
light-duty vehicles and almost 300,000 heavy-duty
vehicles were registered in Ontario. About 90%
of these vehicles are registered in the geographic
area covered by the program. Annually, more
than 2.5 million light-duty vehicles and more than
100,000 heavy-duty vehicles are subject to the
Drive Clean test.

More than 30 jurisdictions in North America
have a vehicle inspection and maintenance pro-
gram for emissions. In Canada, British Columbia
has been testing light-duty vehicles since 1992,
and recently announced that it will phase out that
program by the end of 2014 and start testing heavy-
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duty diesel vehicles only. Quebec, on the other
hand, introduced a bill in December 2011 to begin
emissions testing for light-duty vehicles by the end
of 2013.

Ontario’s Drive Clean program operates under
the authority of regulations made under the
Environmental Protection Act and the Highway Traf-
fic Act. The program is administered jointly by the
Ministry of the Environment, the Ministry of Trans-
portation and ServiceOntario, with the Ministry of
the Environment being ultimately accountable for
its performance.

The Ministry of the Environment’s Drive Clean
Office, with a staff of approximately 25 people,
develops regulations, sets standards, establishes
policies and procedures, and contracts with service
providers to deliver various aspects of the program.
Emissions tests and/or repairs are performed at
more than 2,000 Drive Clean facilities, which are
private auto shops accredited by the Ministry. All
testing facilities are electronically linked to the
Ministry’s Drive Clean database, which maintains a
record of all tests and any related repairs made.

The Ministry has contracted with a private-
sector service provider to administer all operational
Drive Clean program activities. This involves
supplying and servicing emissions testing equip-
ment, training inspectors and repair technicians,
ensuring quality control practices at Drive Clean
facilities, operating a call centre to provide tech-
nical support to Drive Clean facilities and handle
public comments, and developing and operating an
information system to support all of the program’s
functions, including linking to the Ministry of
Transportation’s licensing system.

Vehicle owners pay a fee to the Drive Clean
facility that conducts their emissions test. A portion
of this fee is remitted to the Ministry as revenue.

In the 2011/12 fiscal year, the Ministry collected
$30 million in test revenue and spent approxi-
mately $19 million to deliver the Drive Clean
program, of which $12 million was paid to the
private-sector service provider.

In 2012, the Ontario government commissioned a
review on reforming public services in the province.
The resulting report, commonly referred to as the
Drummond Report, recommended that the govern-
ment consider delivering the Drive Clean program
via a “delegated administrative authority” model. A
delegated administrative authority is a private, not-
for-profit corporation that administers legislation on
behalf of the government under an accountability
and governance agreement. This entity would
assume responsibility for all aspects of the program’s
day-to-day decision-making and service delivery that
are now being handled by the Drive Clean Office and
its private-sector service provider.

Audit Objective and Scope

The objective of our audit was to assess whether
the Ministry has adequate systems and procedures
in place to ensure compliance with legislation

and regulations related to Drive Clean, and to
determine and report on whether the program is
effective in reducing vehicle emissions and thereby
contributing to improved air quality. Senior Min-
istry management reviewed and agreed to our audit
objective and associated audit criteria.

Our audit work was conducted primarily at the
Ministry’s Drive Clean Office and at the private-
sector service provider. In conducting our audit,
we interviewed appropriate ministry and service-
provider staff, reviewed relevant documents, ana-
lyzed information and reviewed specific controls of
new testing equipment that is slated for rollout in
January 2013. In addition, we employed a number
of computer-assisted audit techniques to analyze
two sets of data: the results of emissions tests and
the records on repair costs.

We met with the Canadian Vehicle Manufactur-
ers’ Association and the Environmental Commis-
sioner of Ontario to obtain their perspectives on
the Drive Clean program. To gain insight on how
similar programs operate in other jurisdictions, we



reviewed studies and reports on vehicle inspection
and maintenance programs elsewhere in Canada
and in the United States. Because the Ministry’s
internal audit service team had recently performed
audits on Drive Clean revenue, we took its work
into consideration in determining the scope and
extent of our work in this area.

The Drive Clean program has implemented effect-
ive procedures to ensure that vehicles that should
be tested are getting tested, and that vehicles
whose emissions systems have deteriorated to the
point where their emissions exceed the province’s
limits are being identified for repair. The Ministry
has made some headway in refining the program’s
features—for example, increasing the age at which
vehicles must begin emissions testing, extending
testing to include vehicles that in 2012 were as old
as 24 years, changing the vehicle emissions testing
method to the on-board diagnostic testing method
that is now used in all other North American juris-
dictions with similar programs, and consolidating
six alternative service delivery contracts into one
at an expected annualized cost savings of 40%.
The Ministry, together with the Ministry of Trans-
portation, has also put in place procedures aimed
at preventing the use of duplicate certificates, a
fraudulent practice that was identified as a signifi-
cant problem in our 2004 audit on air quality.
On-road vehicle emissions have declined so
significantly from 1998 to 2010 that they are no
longer among the major domestic contributors of
smog in Ontario. However, ministry emissions esti-
mates show that more than 75% of the reduction in
vehicle emissions since the program’s inception is
actually due to factors other than the Drive Clean
program, such as tighter manufacturing standards
on emission-control technologies, federal require-
ments for cleaner fuels and ongoing retirement
of old vehicles. For emissions not eliminated by

Drive Clean Program m

these factors, the Ministry further estimated that,
since 2007, the Drive Clean Program has been
responsible for reducing smog-causing vehicle
emissions by about 36% annually. Initiatives in
other sectors (for example, changes in industrial
processes) have also contributed to the reduction in
smog-causing emissions.

It is therefore critical that, on a go-forward
basis, policymakers have relevant and up-to-date
information on the actual impact of the Drive Clean
program in reducing smog compared to the impact
of other smog-reducing initiatives.

There are a number of issues that we noted dur-
ing our audit:

e The worst polluting vehicles either are exempt

from emissions testing or will be tested using
a less stringent method. The program’s light-
duty component does not require vehicles
built before 1988 to be tested, even though
they would likely have about a 30% failure
rate. In addition, the on-board diagnostic
(OBD) testing method that is slated to begin
January 1, 2013, cannot be used to test
vehicles built before 1998 because these
vehicles were built without OBD systems. As
a result, vehicles built from 1988 through
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1997, which experienced a failure rate from
11% to 31% in 2010 when tested with a
dynamometer, will be tested using the two-

speed idle method only—a method that uses
less stringent emissions limits than either the
dynamometer or the OBD testing method.

e Since 2002, all gasoline-powered vehicles that
meet the program’s age criteria and that are
located in the Windsor—Quebec City corridor
are required to have emissions tests every two
years. There are 10 large municipalities in this
geographical area that account for about two-
thirds of all vehicles in Ontario. These muni-
cipalities generally also have a higher than
average number of smog days. However, the
Ministry has never formally assessed whether
there would be any significant impact on the
environment if vehicles not located in these 10
municipalities were not required to be tested.
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e Because vehicle owners are not required to

incur any repair costs if the repair estimate
exceeds $450, about 18,000 vehicles avoided
being fully repaired in 2011. In fact, the
average amount paid for repairs in 2011

by the owners of vehicles that were given a
conditional pass was only $255. Furthermore,
in 2010 the most commonly diagnosed cause
of excessive emissions—problems with the
catalytic converter—was actually repaired in
only one-third of cases. Without full repairs,
a vehicle’s emission control system will
continue to malfunction, and emissions will
fluctuate. We noted that, for vehicles that had
partial repairs done to their emission systems
in 2011, the emission readings after the repair
were actually worse for all pollutants in 25%
of the vehicles and for at least one of the pol-
lutants measured in 50% of the vehicles.

To uncover unscrupulous practices at Drive
Clean facilities, the Ministry has, until
recently, been diligent in requiring its service
provider to conduct upwards of 1,400 covert
audits annually. In recent years, these and
other audit efforts have been effective in iden-
tifying approximately 3,000 non-compliance
issues annually. However, with the planned
introduction of a new compliance program to
coincide with the new OBD testing method
in 2013, the Ministry reduced the number of
covert audits in 2012 to a very small fraction
of what the Ministry previously required

the service provider to conduct. While a
significant decrease may well be justified
once the new compliance program is in place,
we believe the Ministry should reconsider
whether such a dramatic reduction is cur-
rently warranted, especially given that there
is a deterrent effect when Drive Clean facility
operators know that covert or “secret shop-
per” audits are being done.

Although one of the program’s key goals is
maintaining a high degree of public accept-

ance, the Ministry has not established

performance targets or attempted to measure
whether or not this goal has been achieved in
over a decade. The only survey undertaken to

measure public support for the Drive Clean
program was conducted 12 years ago.

The Ministry appreciates the Auditor General’s
observations and recommendations regarding
the Drive Clean program and will continue to
take actions to improve the program.

Poor air quality is a public health concern,
particularly to children, the elderly and people
who have respiratory challenges. Ontario
protects air quality through its comprehensive
approach, which includes a combination of
regulations, compliance and enforcement
activities, monitoring, and Drive Clean. The
approach tackles emissions from the electricity
sector, commercial and industrial facilities,
vehicles, and cross-border sources. Our regula-
tions and targeted programs and partnerships
with other jurisdictions have all helped to
reduce air pollutants. To put the Drive Clean
program’s mandate into context, on-road
vehicles account for 27% of all emissions of
nitrogen oxides in the province and 13% of all
emissions of volatile organic compounds. Since
2007, the program has consistently reduced
vehicle emissions that cause smog and poor air
quality by approximately 36% a year.

The Ministry notes the Auditor General’s
observation that on-road emissions have been
continuously declining. Still, parts of Ontario
experience elevated smog levels. Since the
beginning of the program, Drive Clean has
reduced smog-causing pollutants by 335,000
tonnes; carbon monoxide by about 3.18 million
tonnes; and carbon dioxide, a key greenhouse
gas, by more than 296,000 tonnes. In 2003,
when operating at their peak, coal-fired gen-
erating plants emitted over 58,000 tonnes of



smog-causing pollutants. In 2010 alone, Drive
Clean prevented 34,600 tonnes of smog-causing
pollutants.

A review of the program’s costs, benefits
and effectiveness was an important driver in
the Ministry’s 2010 decision to modernize the
Drive Clean program. The Ministry consolidated
multiple service contracts into one contract to
improve efficiency and effectiveness of delivery.
The new vehicle emissions testing technol-
ogy will allow problems to be sourced faster
and more effectively. We anticipate further
decreases in smog-causing pollutants with our
new modernized program, and once the tech-
nology is implemented in 2013, we will continue
to monitor the program’s effectiveness.

The Ministry is taking action to address the
concerns raised by the Auditor General. The
new approach to testing vehicle emissions is
used in similar programs across North America.
It is expected to:

e provide better information to vehicle owners
about needed repairs;

e reduce the number of conditional passes;

e ensure high-quality customer service thanks
to online real-time quality control and assur-
ance tools; and

e continue to improve Ontario’s air quality by
reducing emissions an additional 20%.

Drive Clean Program 111

Detailed Audit Observations

PROGRAM EFFECTIVENESS
Overall Change in Ontario’s Air Quality

Smog is a form of air pollution that is composed
primarily of ground-level ozone and fine particulate
matter. Ground-level ozone is created when nitro-
gen oxides (NOx) and volatile organic compounds
(VOCs) react together in the presence of sunlight.
Fine particulate matter (PM2.5) is microscopic solid
particles and liquid droplets in the air.
Wind-blown pollution from the Midwestern
United States was and remains the largest source
of smog-causing pollutants found in Ontario. How-
ever, as Figure 1 shows, between 1998 and 2010,
Ontario-based emissions from smog-causing pol-
lutants (NOx, VOCs, and PM2.5) and carbon mon-
oxide have decreased by about 30% to 40%. The
Ministry’s report on air quality for 2010 credited the
decrease in emissions to a combination of federal
and provincial air quality initiatives:
e the phase-out of coal-fired generating stations
(between 2005 and 2014);
e emission trading regulations (effective 2001
for the electricity sector and 2005 for the
industrial sector);

Chapter 3 « VFM Section 3.04

e emission controls at Ontario smelters (effect-
ive 2005);
e Drive Clean emissions testing (beginning 1999);

Figure 1: Changes in Province-wide Domestic Emissions and Contribution by Road Vehicles to Those Changes,

1998-2010

Source of data: Ministry of the Environment

Change in Emissions | % of Total Domestic Emissions | Source of Most

from Domestic | Contributed by Road Vehicles | Domestic Emissions

Pollutant Sources (%) (2010)

Nitrogen oxides 411 34 25 Non-road transportation
Volatile organic compounds 381 21 12 General solvent use
Particulate matter 391 4 3 Residential

Carbon monoxide 314 62 44 Road vehicles
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e federal vehicle manufacturing standards for
emissions (phased in from 2004 through
2010); and

e the federal requirement for lower sulphur con-
tent in transportation fuels (effective 2005 for

gasoline fuel and effective 2006 for diesel fuel).

Just before the Drive Clean program started,
vehicles were the number one domestic source
of emissions for carbon monoxide and nitrogen
oxides, and the number two domestic source of
emissions for volatile organic compounds. As of
2010, vehicles were still the primary domestic
source of carbon monoxide emissions but were no
longer the primary source of domestic emissions
for any of the smog-causing pollutants listed in
Figure 1. For each year from 1998 through 2010,
the vehicle sector experienced either the largest or
the second-largest decrease in emissions for each
of these pollutants, and total vehicle emissions
decreased more than 50% in that time. Other
sources—such as non-road transportation (which
includes air, rail and marine transportation)—
demonstrated the least reduction in smog-causing
emissions, as shown in Figures 2 and 3.

We also looked at ambient air quality measures,
which monitor the concentration of contaminants
in the air for a select period of time. Unlike emis-

sion levels, ambient air quality measures provided
mixed results. That is, for calendar years 2008
through 2010, Ontario did not exceed the Canada-
wide standard for PM2.5, but did exceed the
Canada-wide standard for ozone in each of those
years, although ozone concentrations have been
decreasing for some time.

When smog levels are (or are expected to
become) elevated for several hours, the Ministry
issues a smog advisory. The total hours spent under
a smog advisory during a particular time period can
be expressed as “smog days”: every 24 hours under
a smog advisory equals one smog day. We analyzed
the number of smog days experienced province-
wide each year since the Drive Clean program’s
inception and noted that smog days varied con-
siderably from year to year but have been generally
trending down.

Impact of the Drive Clean Program

To determine the effectiveness of the Drive Clean
program, the Ministry has engaged an external
consultant to calculate emissions reductions. Gen-
erally, emissions reductions are calculated based on
the difference between a vehicle’s actual emissions
readings before and after repairs are conducted

Figure 2: Nitrogen Oxide Emissions, by Domestic
Emission Source, 1998-2010 (Kilotonnes)

Source of data: Ministry of the Environment
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Figure 3: Volatile Organic Compound Emissions, by

Domestic Emission Source, 1998-2010 (Kilotonnes)
Source of data: Ministry of the Environment
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after the vehicle fails its initial Drive Clean test,
factoring in the distance typically travelled by the
repaired vehicle in the year. The total is then fur-
ther extrapolated to account for vehicles that were
not actually tested in a given year (because vehicles
are tested only every two years) and to estimate
kilometres travelled by vehicles tested for the first
time (for which the system therefore contains no
previous odometer reading).

We reviewed the consultant’s 2010 Emissions
Benefit Analysis reports for the three vehicle types
covered by the program, and noted that the pro-
gram is believed to have had the following impact
on emissions:

e For heavy-duty diesel vehicles, particulate

matter emissions (the only pollutant that
can be measured using the available testing
technology for such vehicles) have been
reduced by an average of 250 tonnes each
year throughout the program’s existence.

e For heavy-duty non-diesel vehicles, the
consultant concluded that the impact of the
program was negligible because only a few
such vehicles are on Ontario’s roads.

e For light-duty vehicles, emissions were reduced
by steadily increasing amounts from 1999
through 2007. Since then, although emissions
have still been reduced annually, the amount
by which they’ve been reduced has been
declining, as shown in Figure 4. According to
the consultant’s estimates, the Drive Clean
program has been responsible for reducing
smog-causing vehicle emissions by about 36%
a year since 2007. The consultant noted a simi-
lar trend for carbon monoxide emissions.

However, as Figure 5 indicates, the consultant
estimated that had the Drive Clean program not
existed, smog-causing emissions from light-duty
vehicles would still have decreased by 54% from
1999 to 2010 because of other factors—such as the
retirement of older vehicles, the introduction of
vehicles with cleaner emissions control technolo-
gies, and fuel improvements. The vehicle repairs
required as a result of the Drive Clean program

Drive Clean Program

Figure 4: Reduction in Emissions of Smog-causing
Pollutants (Nitrogen Oxide and Hydrocarbons)
Attributable to the Drive Clean Program for Light-duty
Vehicles, 1999-2010 (Tonnes)

Source of data: Ministry of the Environment
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Figure 5: Vehicle Emissions of Smog-causing Pollutants
(Nitrogen Oxide and Hydrocarbons) with and without
the Drive Clean Program, 1999-2010 (Tonnes)

Source of data: Ministry of the Environment
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were estimated to have reduced emissions by a
further 16%, for a total reduction in emissions of
70%. In other words, more than 75% of the total
emissions reductions for light-duty vehicles from
1999 to 2010 can be attributed to factors other than

the Drive Clean program.
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The Ministry indicated to us that it believes the
Drive Clean program has also led to changes in
vehicle owners’ behaviours that cannot be quanti-
fied: for example, vehicle owners make an increased
effort to maintain their vehicles in order to be able
to pass the Drive Clean test, and vehicle owners may
decide to replace vehicles sooner than they other-
wise might have if the program did not exist.

Given the declining impact of the program on
air quality, we reviewed practices in other jurisdic-
tions and noted that British Columbia announced
in May 2012 that it will terminate its program for
light-duty vehicles by the end of 2014, because it
determined that vehicles were no longer one of the
primary contributors of pollutants in that province.
Five U.S. jurisdictions have also ended their pro-
grams, and one other has announced plans to do
so in 2012, either because emissions have returned
to acceptable levels or because other methods
are expected to have a more significant impact on
reducing air pollutants.

Emissions Test Results

Over the Drive Clean program’s life, initial pass
rates—that is, the rates at which vehicles of a par-
ticular type passed their emissions tests on the first
try—have improved. As shown in Figure 6, initial
pass rates are currently 90% or more for all vehicle
types tested. For light-duty vehicles, the initial pass
rate increased from 84% in 1999 to 95% in 2010,
and has exceeded 90% every year since 2004.
Heavy-duty non-diesel vehicles have shown the
greatest improvement, with an initial pass rate that
increased from 72% in 1999 to 90% in 2010. Heavy-
duty diesel vehicles have continuously had the high-
est initial pass rates throughout the program’s life.
Since 2001, their initial pass rate has exceeded 95%.

Reporting Other Performance Achievements

The Drive Clean program has four key goals:
e reducing vehicle-related emissions of smog-
causing pollutants;

e attaining a high degree of public acceptance;

e achieving revenue neutrality over the pro-
gram’s lifespan, with full-cost recovery via test
fees; and

e maintaining business integrity (that is, zero

tolerance for fraud).

We found that the Ministry does not have
quantifiable targets and measures for most of these
goals. The Ministry has set a published target for
only one performance measure—emission reduc-
tions. In Ontario’s Anti-Smog Action Plan for 2000,
the Ministry stated that by the fiscal year 2005/06,
the Drive Clean program was expected to achieve
a 22% reduction in vehicle emissions, for nitrogen
oxides and volatile organic compounds (VOCs)
combined. But the Ministry has not reported
against this target either in its annual Air Quality
Report or in the annual Emissions Benefit Analysis
reports prepared by external consultants. In fact,
the Emissions Benefits Analysis reports do not
report reductions of VOCs but rather reductions of
hydrocarbons, which are a component of VOCs. As
previously noted, the reported cumulative emis-
sions reduction of nitrogen oxides and hydrocar-
bons attributable to the Drive Clean program from
its inception to the end of 2010 was 16%.

Figure 6: Initial Pass Rates for Light-duty Vehicles,
Heavy-duty Non-diesel Vehicles and Heavy-duty Diesel
Vehicles, 1999-2010 (%)

Source of data: Ministry of the Environment
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We noted that the Ministry had also set internal
targets that appeared to be easily attainable. To
illustrate, the Ministry establishes an annual inter-
nal target for emissions reductions for non-diesel-
powered vehicles. We were informed that this
target was established by projection based on previ-
ous years’ actual results, yet the new target was
generally lower than the actual emissions reduc-
tions achieved in the previous year. For example,
since emissions reductions from 2007 through
2009 declined by 8% annually, we expected the
2010 emissions reduction target to be about 32,000
tonnes, yet the Ministry set a 2010 target of only
28,500 tonnes.

With regard to the program’s other goals, we
found the following:

o Although the Ministry informed us that it had
conducted a public survey in 2000 to measure
the level of public acceptance for the program,
no additional public surveys had been con-
ducted in the ensuing 12 years.

e For the goal of business integrity, the Ministry
discloses on its website a list of individuals
and Drive Clean facilities convicted of fraud-
related offences. It also discloses a list of Drive
Clean facilities that have been terminated
or suspended in the last three years. The
Ministry could build on these good disclosure
measures by reporting on the number or
percentage of facilities that are in compliance
with contract requirements and standard
operating procedures.

Since 2005, the Ministry has been publishing

reports on emissions reductions resulting from

the Drive Clean program. However, we found

that the Ministry did not report on a timely basis.
For example, consultants’ reports on Drive Clean
emissions reductions for 2009 and 2010 were not
publicly released on the ministry website until June
2012, and Ontario’s latest Air Quality Report for
2010 was not publicly released until April 2012.

Drive Clean Program m
RECOMMENDATION 1

To ensure that policy-makers are provided with
current and relevant information, the Ministry
of the Environment should formally evaluate the
extent to which the Drive Clean program con-
tinues to be an effective initiative in reducing
smog relative to the cost and impact of any other
initiatives for reducing smog and improving
overall air quality. In addition, the Ministry
should periodically evaluate its progress against
all stated program goals and report the results
of its assessments publicly on a timely basis.

The Ministry agrees that it is critical for policy-
makers to have the best decision-making infor-
mation available.

As new data from the modernized program
services and emission tests becomes available,
the Ministry will continue to evaluate the
progress and success of the Drive Clean pro-
gram relative to its goals and other initiatives
in Ontario.
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VEHICLES SUBJECT TO TESTING
Vehicle Age

For both light-duty and heavy-duty vehicles, the
Drive Clean program exempts from testing any
vehicle built in the last seven years. Vehicles exempt
from testing and other program details are shown
in Figure 7. Over the program’s life, the Ministry has
several times increased the age at which vehicles
must begin being tested: when the program started,
that age was 3; in 2006, it was changed to age 5;
and in September 2011, it was changed again, to
age 7. In comparison, British Columbia also exempts
vehicles built in the last seven years; Quebec plans
to exempt vehicles built in the last eight years; and
two U.S. jurisdictions, including California, exempt
vehicles built in the last six years. In October 2012,
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Figure 7: Drive Clean Program Details
Prepared by the Office of the Auditor General of Ontario

Program Area

Light-duty vehicles
Southern Ontario from Windsor to Ottawa

Heavy-duty vehicles

Diesel: all of Ontario
Non-diesel: Southern Ontario

Types of Vehicles
Tested

Vehicles weighing 4,500 kg or less (e.g., passenger cars,
vans, light trucks and sport utility vehicles), beginning
with 1988 models that are registered in the program area

Vehicles weighing more than 4,500 kg (e.g.,
large trucks and buses) that are registered
in the program area

Vehicles Exempt
from Testing

Vehicles manufactured before 1988, hybrid vehicles,
designated “historic” vehicles, light-duty commercial farm

vehicles, kit cars and motorcycles

Vehicles that are designated as “historic”
according to the Highway Traffic Act

Testing Frequency

* Every two years, beginning when vehicle is 7 years old,
to renew registration. Odd model years are tested in

even calendar years.

* When transferring ownership of a used vehicle to
someone other than a family member or the lessee,
if the vehicle has not been tested in the previous 12

months.

* Every year, beginning when the vehicle is
7 years old, to renew registration.

* Diesel vehicles may skip a year of testing
if their opacity reading was 20% or less
in their most recent test.

® When transferring ownership of a used
vehicle older than the current year, if
the vehicle has not been tested in the
previous 12 months.

Testing Methods

(Effective until December 31, 2012)

® Accelerated Simulation Mode - for most vehicles.
Testing is conducted on a dynamometer (i.e., vehicle

treadmill)

* Two-speed idle test - for vehicles that cannot be safely

tested on a dynamometer
* Visible smoke test - for diesel vehicles only
(Effective January 1, 2013)

* On-board diagnostic test - for post-1997 models

* Two-speed idle test - for pre-1998 models
* Visible smoke test - for diesel vehicles only

Diesel: Opacity smoke test
Non-diesel: Two-speed idle test

Emissions Measured

Carbon monoxide, hydrocarbons, nitrogen oxide

Diesel: Particulate matter
Non-diesel: Carbon monoxide and
hydrocarbons

Possible Test Results

Pass / Conditional Pass / Fail

Pass / Fail

Conditional Passes

Allowed only where the purpose for testing is to renew
vehicle registration, not for ownership transfer. Estimates
and any actual repairs must be done by a certified repair
technician at an accredited Drive Clean facility (DCF).

Not allowed. All vehicles must be repaired
to the point where they pass an emissions
test.

Repair Cost Limit

$450

None

Who Can Perform
Repairs

Anyone and any auto shop, but only those repairs
performed by a certified repair technician at a DCF are

eligible for a conditional pass

Anyone

Program
Infrastructure

Program is delivered through a decentralized network of
test-only, test-and-repair, and repair-only DCF locations

Program is delivered through a decentralized
network of test-only DCFs, some of which
provide mobile testing for diesel vehicles

Cost of Test to
Vehicle Owner

Up to $35 per test; re-tests cost $17.50, if done at the

same DCF as the initial test

Market rate

Ministry Revenue

$11.67 of fee charged by DCF for a pass or conditional

pass

$15 for each passed test




Ontario’s Environmental Commissioner supported
the new seven-year exemption limit in his latest
annual report.

Any vehicle older than a year whose ownership
is being transferred to a third party is required to
undergo an emissions test, as a consumer protec-
tion feature for the prospective new owner.

As of December 2011, half of all light-duty
vehicles registered in Ontario had been built in the
last seven years. For those in this category that had
an emissions test in 2010 (likely due to an owner-
ship transfer), the initial failure rate was 1% or less,
as shown in Figure 8. Since these newer vehicles
were built to stricter manufacturing standards for
emissions, it is reasonable to assume that with
proper maintenance, they will operate more cleanly
as they age compared to previous model years. That
is, when a newer vehicle is 10 years old, it will emit
lower levels of pollutants than an older vehicle did
when it was 10 years old. In contrast, initial failure
rates for vehicles built in 1997 or earlier ranged
from 11% to 31% in 2010. The Ministry has not
compiled pass/fail rates by model year for heavy-
duty vehicles.

Prior to 2007, the program also exempted light-
duty vehicles that were more than 20 years old. As
of 2007, the program instead exempts vehicles built
before 1988 (that is, at least 24 years old in 2012).
This is because vehicles built before 1988 were not
required by the federal government to have built-in
emissions-reduction controls (that is, a catalytic
converter, which converts toxic gases from a
vehicle’s exhaust system into less toxic substances).
As a result, vehicles that are potentially among the
worst polluters could legally be on the road. In com-
parison, about 80% of other North American juris-
dictions, including British Columbia and California,
require emissions testing for vehicles older than 24
years. As of December 2011, more than 100,000
pre-1988 vehicles were registered in Ontario.
Because older vehicles have less stringent emis-
sions limits than newer vehicles, an older vehicle
that fails an emissions test will pollute more, per
kilometre driven, than a newer vehicle that fails.

Drive Clean Program 117

Figure 8: Initial Failure Rates by Model Year for Light-
duty Vehicles Tested in 2010 (%)

Source of data: Ministry of the Environment
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The Ministry noted that this situation is mitigated
by the fact that, according to odometer data col-
lected by the Ministry of Transportation when a
vehicle is registered or re-registered, older vehicles
are not driven as often or as far as newer vehicles.
For example, in 2010, 2007 light-duty passenger
vehicles were driven on average three times farther
than 1987 light-duty passenger vehicles (17,000
km versus 5,000 km, respectively). However, we
noted a similar phenomenon with heavy-duty diesel
vehicles—that is, in 2010, 2007 heavy-duty diesel
vehicles were driven on average six times farther
than 1987 heavy-duty diesel vehicles (52,000 km
versus 9,000 km, respectively)—yet the Ministry
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does not exempt pre-1988 heavy-duty diesel
vehicles from emissions testing.

While the Ministry analyzed the impact of
increasing the exemption age for new vehicles from
five years to seven years and determined that the
change will have little impact on total emissions, no
analysis was done on the impact of excluding older
vehicles from the program.

Geographical Area Covered by the Program

All heavy-duty diesel vehicles registered anywhere
in Ontario that meet the age criteria (specified
in the previous section) are required to be tested
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under the Drive Clean program. In contrast, only
those light-duty vehicles and heavy-duty non-diesel
vehicles registered in a defined geographical area
called the “program area” are subject to testing,
assuming they also meet the age criteria. The
program area can generally be considered to be the
Windsor—-Quebec City corridor. This corridor was
selected as the program area because it had been
identified in the 1990s by the Canadian Council

of Ministers of the Environment as one of three
problem areas in Canada that experienced higher-
than-acceptable levels of smog. About 90% of the
province’s passenger vehicles are located in this
part of the province.

The program area for light-duty vehicles and
heavy-duty non-diesel vehicles has not been
reviewed since 2002, when it was last expanded.
Although the current program area contains more
than 30 municipalities, 10 municipalities, or about
one-third, account for two-thirds of the province’s
passenger vehicles and population. In addition
to having the highest vehicle density, all but one
of these municipalities also experienced more
smog days than the provincial average every year
from 2005 through 2010. The Ministry has never
formally assessed whether excluding those vehicles
not located in these 10 municipalities from the
required biennial testing could be done with little
or no adverse effect on the environment.

Farm Vehicles

According to O. Regulation 628 of the Highway
Traffic Act, vehicles registered to farmers are exempt
from the Drive Clean program. The Ministry
informed us that this exemption was put in place

to ease the economic burden of emissions testing
and the required repairs on farmers. However, we
noted that when these vehicles are registered or re-
registered, no verification is required to ensure that
their vehicle owner is indeed a farmer. In essence,
applicants merely have to tick a box on a form iden-
tifying themselves as such. We noted that from 1998
to 2010, the number of farm vehicles registered with

the Ministry of Transportation increased by 90%,
while in the decade ending in 2006, the number

of farmers and the number of farms decreased by
15%. The Ministry informed us that it had discussed
the issue of the rise in number of registered farm
vehicles with the Ministry of Transportation at the
fraud prevention working group in November 2009,
but no corrective action had been taken by the time
we completed our audit fieldwork.

RECOMMENDATION 2

To help assess the appropriateness of vehicles

exempted from testing and the geographical

area covered by the Drive Clean program, the

Ministry of the Environment should:

e review initial pass/fail rates and evaluate
estimated vehicle emissions by model year;

e formally analyze the impact of excluding
all light-duty vehicles except those in the 10
larger municipalities in the Windsor—Quebec
City corridor; and

o work with the Ministry of Transportation
on a strategy for verifying the legitimacy of
farmers’ vehicle registrations.

The Ministry agrees that reviewing pass/fail
rates and emissions by model year is important.
The Ministry will continue to collect emis-

sions test data to ensure a sufficient data set is
assembled to conduct accurate analysis and will
also continue to monitor the appropriateness of
the geographical area covered by the program.
In addition, the Ministry will work with the Min-
istry of Transportation to evaluate its policies for
registering farm vehicles.

CONDITIONAL PASS

In principle, the Drive Clean program requires
vehicles that fail the emissions test to undergo
repairs so that emissions are once again below the



ministry-prescribed limit. But to alleviate some

of the financial burden on vehicle owners, the
Ministry has implemented a $450 repair cost limit.
That is, vehicle owners are allowed to defer emis-
sion system repairs entirely or partly. If a single
repair is required that would cost more than $450,
that repair need not be done. If multiple repairs
are required that together total more than $450,
only repairs that fall within the $450 limit need to
be done. Many other North American jurisdictions
have a similar feature in their vehicle emissions
inspection and maintenance programs. Owners
who choose to defer repairs costing $450 or more
are given a conditional pass, which allows them to
renew their vehicle registration but not to transfer
ownership. The vehicle can then be driven for two
more years without the required repairs—in other
words, until the next required emissions test, when
they can again get a conditional pass assuming the
repair estimate has not changed.

More emissions reduction benefits could be
achieved by eliminating or raising the repair
cost limit, so that all required repairs would be
performed. To that end, the Ministry raised the
repair cost limit from $200 in 1999 to $450 in 2001
for part of the geographical area covered by the
program, and in 2004, the $450 limit was extended
to the entire area. In order to receive a conditional
pass, the vehicle owner must have a ministry-
accredited Drive Clean facility determine what
repairs need to be made, and have obtained a repair
estimate exceeding $450.

In 2011, conditional passes were issued to 18,000
vehicles. We noted the following with respect to
conditional passes under the present system:

o We found that 7% of the vehicles that received

a conditional pass in 2011 had no repairs
done to their emissions control systems before
being issued the conditional pass. For vehicle
owners in that year who got a conditional pass
but did have partial repairs done, the average
repair cost was only $255.

e Under the existing system, there is a risk that

technicians could inflate actual or estimated

Drive Clean Program m

repair costs in order to fraudulently obtain
conditional passes for their customers without
being detected. This problem will be mitigated
starting in 2013, when the program adopts

a new testing method. Under the existing
testing method, repair technicians determine
what repairs are needed by a failed vehicle,
whereas under the new test method, the
vehicle’s on-board computer system will
specify the problem. As well, the Ministry
plans to have the service provider monitor

the estimated and actual repair costs entered
by the technician against a standard industry
price list; this approach will enable it to flag
unreasonable repair costs on a real-time basis.
In order to assess whether partial repairs are
of any benefit to the province’s air quality, we
compared the emission readings before and
after partial repairs were done on vehicles
that were issued with conditional passes in
2011. We noted that for 50% of these vehicles,
emission readings for at least one of the pol-
lutants measured got worse after the repairs,
to the point where they exceeded emission
limits. For 25% of vehicles, emission readings
got worse for all pollutants measured.
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The appropriateness of the repair cost limit

has been in question since 2005, when an
external consultant recommended increasing
it to $600. The consultant also noted that the
current $450 cap represents the same amount
recommended in 1992 by the U.S. Environ-
mental Protection Agency to vehicle inspec-
tion and maintenance programs operating at
that time in the United States. In our review
of practices in other jurisdictions, we found
that almost half of North American jurisdic-
tions either have no repair cost limits or have
a higher repair cost limit than Ontario’s. For
example, British Columbia sets different
limits based on the vehicle’s age, starting
from $500 to unlimited. We also noted that
from 2006 through 2010, the percentage of
vehicles that pass a retest after any repairs
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had been made dropped steadily each year,
while the percentage of vehicles that received
a conditional pass increased steadily. In 2010,
56% of vehicles passed a retest (down 10%
from 2006), and 39% received a conditional
pass (up 13% from 2006). This pattern could
indicate either that any repairs that were done
are increasingly not effective or that the $450
repair cost limit is too low. In addition, in the
Emissions Benefit Analysis report for 2010,
the consultant noted that the most commonly
recommended repair involved servicing the
catalytic converter, which was repaired or
replaced in only one-third of cases. The con-
sultant speculated that this could be because
the maximum $450 repair cost limit was too
low to cover this type of repair.

e Ontario requires vehicles that receive a
conditional pass to be retested only every
two years—in other words, on the same
schedule as for vehicles that earn a regular
pass. In comparison, 13 other North American
jurisdictions require any vehicle that receives
a conditional pass to be retested annually
until the problem has been fixed. In 2005, the
Ministry’s external consultants recommended
annual testing for vehicles that failed their
initial emissions test, but this recommenda-
tion was never implemented.

e Ontario allows an unlimited number of con-
ditional passes to be issued for any particular
vehicle. In comparison, five other North Amer-
ican jurisdictions allow only one conditional
pass to be issued during a vehicle’s lifetime.
The Ministry informed us that unlimited condi-
tional passes are necessary to lessen the finan-
cial burden for those who cannot afford to fully
repair or replace a grossly polluting vehicle.

RECOMMENDATION 3

To help ensure that polluting vehicles are
repaired once emission problems are identified,
the Ministry of the Environment should consider:

e increasing or eliminating the repair cost limit;

e requiring vehicles that receive a conditional
pass to be retested annually rather than
biennially; and

e limiting the number of conditional passes
allowed over a vehicle’s lifetime.

Less than 1% of all vehicles tested in the program
use the repair cost limit. Starting in January
2013, the new program will better identify emis-
sions problems and prioritize the repairs needed,
making more effective use of the $450 limit.

The Ministry scans other jurisdictions and
reviews its practices regularly. Once the new
program is in place, we will continue to con-
duct jurisdictional reviews, which will include
reviewing repair costs and conditional passes,
to support our analysis and evaluation of the
program.

EMISSIONS TEST METHODS

The methods used to test emissions depend primar-
ily on the type of vehicle and how it is powered:

e Light-duty gasoline-powered vehicles, which
are by far the majority of the vehicles in the
province, are tested on a dynamometer—a
kind of treadmill that simulates actual driving
conditions. The Drive Clean facility’s techni-
cian inserts a probe into the vehicle’s tailpipe;
the probe, which is connected to a computer,
measures the concentrations of various gases
in the tailpipe’s emissions.

e Heavy-duty non-diesel vehicles, and certain
light-duty vehicles that cannot be tested on
a dynamometer for safety reasons, are tested
by the two-speed idle method. This testing
method measures fewer gases, and also has
less stringent emissions limits than the dyna-
mometer test.



e Heavy-duty diesel vehicles are tested using
the opacity test method, where smoke density
is measured by a smoke sensor.

e Light-duty diesel vehicles are inspected vis-
ually for emissions.

Starting on January 1, 2013, Ontario will adopt

a new on-board diagnostic (OBD) testing method
for light-duty vehicles manufactured after 1997. All
light-duty vehicles manufactured after 1997 have a
built-in OBD system that continuously checks the
condition and operation of key emissions control
components and emissions-related systems in the
vehicle. If the built-in system finds an emissions-
related problem, it illuminates the “check engine”
light on the vehicle’s dashboard and stores one or
more “diagnostic trouble codes” in the vehicle’s
computer. Thus, any vehicle with an illuminated
“check engine” light may have an emissions prob-
lem, and the specific diagnostic trouble code(s)
help to identify this as well as the cause or causes
of the problem. Once the vehicle is connected to
the new testing equipment it will retrieve the prob-
lems and produce a “fail” result. All other North
American jurisdictions with vehicle inspection and
maintenance programs have been using this testing
method for a number of years.

The OBD testing method will require the Drive
Clean facilities to use new testing equipment. The
test certificate issued to vehicle owners will also
have a different format. This certificate, unlike the
ones currently being given out, will not include
emission limits and actual emissions levels. Instead,
it will show whether the “check engine” light is
illuminated and which vehicle diagnostic trouble
code or codes were detected.

The emission limits set in the vehicle’s OBD
component are more stringent than those in the
dynamometer. The Ministry informed us that OBD
testing could cause a vehicle to fail when emis-
sions exceed 1.5 times the federal limit, whereas a
dynamometer will not cause a vehicle to fail until
emissions are much higher—an estimated five to
eight times the federal limit. As a result, the Min-
istry expects initial failure rates to double from 5%

Drive Clean Program m

to 10% in 2013, which in its view brings Ontario
in line with other jurisdictions. In other words, the
Drive Clean program could fail up to 270,000 light-
duty vehicles in 2013, compared with the 135,000
that failed in 2010. When British Columbia adopted
OBD testing, its initial failure rate went from about
12% to about 15%.

However, older vehicles, which typically are
the worst polluters, cannot be tested by the new
testing method, because light-duty vehicles manu-
factured in Canada before 1998 were not equipped
with OBD technology. In December 2011, almost
600,000 vehicles (8%) registered in the geographic
area covered by the program were built between
1988 and 1997. The Ministry plans to have these
vehicles, which are now being tested on a dyna-
mometer (equipment that will be phased out when
the OBD equipment is installed), tested by the two-
speed idle method. Since the two-speed idle test
method has less stringent emission limits than the
old dynamometer test, the initial pass rate for these
older vehicles will likely improve, even though
there will be no real improvement in emission per-
formance—and fewer of these older vehicles that
require repairs will be identified. We researched
the testing methods used in other North American
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jurisdictions for vehicles that are not equipped with
an OBD system, and noted that more than half of
these jurisdictions use a testing method that is more
stringent than the two-speed idle method Ontario
plans to use. The Ministry informed us that since all
emissions testing equipment requires regular main-
tenance, it will not require Drive Clean facilities

to maintain both a dynamometer and OBD testing
equipment. Consequently, older vehicles—which
currently have both lower initial pass rates and less
stringent limits—will be held to even less stringent
limits, whereas newer vehicles—which currently
have both high initial pass rates and more stringent
emission limits—will be held to even stricter emis-
sion limits.
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Implementation of On-board Diagnostic
Test Method

External consultants first recommended OBD test-
ing to the Ministry in the program’s operational
review in 2005 and again in 2007. One of these
consultants noted that the costs of the dynamom-
eter test method will outweigh its emission benefits
by 2015. It further noted that the OBD test method
would yield greater emission reductions from all
vehicles combined than the dynamometer test
method. OBD testing has been used in British Col-
umbia since 2007 and was in place in all U.S. juris-
dictions with vehicle inspection and maintenance
programs by 2006. The improved testing method is
being implemented eight years after the first oper-
ational review that recommended this switch and
six or seven years behind all other North American
jurisdictions that have a vehicle inspection and
maintenance program. The Ministry estimates that
by 2015, 96% of the vehicles on Ontario’s roads will
be equipped with OBD technology.

One benefit of being the last jurisdiction to
adopt OBD testing is that the Ministry has been able
to research the lessons learned in other jurisdic-
tions that have already adopted the technology,
particularly with regard to detecting possible fraud
by testing facilities. To this end, we noted that the
Ministry considered other jurisdictions’ experi-
ence in using devices (such as video cameras) and
triggers (predetermined indicators of suspicious
activity that set off warnings within the information
system) to monitor program compliance by test and
repair facilities.

New Emissions Testing Equipment

We requested that certain tests be performed on
one of the new testing units that will be rolled out
to all testing facilities in January 2013, and noted
the following problems:

e The new testing equipment has a camera that
allows the Drive Clean facility to take photo-
graphs of the vehicle identification number,
licence plate and odometer so that this infor-

mation can be stored in the system, allowing
compliance staff at the private-sector service
provider to verify later on that the vehicle
being tested was in fact the one subject to the
test. We noted that uploading photographs via
a dial-up Internet connection (one of four pos-
sible ways to connect the testing equipment to
the program’s information system—and prob-
ably the only way available to testing facilities
in certain remote areas) would abort the test
and crash the testing equipment.

e During an emissions test, the Drive Clean
facility can manually change the record for
the engine type of a vehicle from non-diesel to
diesel, thus allowing the vehicle to undergo a
simple visual test rather than the more strin-
gent OBD test.

e The new testing equipment accepts unreason-
able odometer readings, which in turn will
affect the accuracy of the emission benefit
calculated. For example, we observed that
the equipment accepted an odometer reading
that was lower than that entered in a previ-
ous test, and nevertheless generated a “pass”
emissions report.

RECOMMENDATION 4

To optimize the benefits of the new on-board
diagnostic testing technology, the Ministry of
the Environment should ensure that appropriate
technical testing is completed and problems are
resolved before rolling it out to all Drive Clean
testing facilities in January 2013. The Ministry
should also monitor the potential impact of
using the less reliable two-speed idle method
for testing vehicles older than model-year 1998
once the new on-board testing technology has
been introduced.

The Ministry agrees that appropriate technical
testing is important. In the last year, the Min-
istry instituted a formal defect-management



process to ensure that technical testing and
corrections on the new test equipment are
completed. As well, the Ministry initiated field
testing earlier this year in 30 facilities. Issues
identified at the pilot sites were resolved.

All of the issues identified in the Auditor’s
report regarding uploading photos, manual
changes to the engine type and odometer read-
ings will be resolved prior to the program roll-
out in January 2013.

We note the Auditor General’s comments
that vehicles built from 1988 to 1997 can only
be tested using a tailpipe test. The Ministry has
determined that the two-speed idle tailpipe test
is a cost-effective solution for an ever-decreasing
proportion of older vehicles (that is, an esti-
mated 8% of all light-duty vehicles in 2013). It is
worth noting that maintaining the current dyna-
mometer equipment would be cost-prohibitive
for many Drive Clean facilities.

MONITORING PROGRAM DELIVERY
Compliance of Drive Clean Facilities

Fraudulent test results have negative impacts

on both the environment and vehicle owners: a
fraudulent pass will permit a high-polluting vehicle
to remain on the road, and a fraudulent fail will
cost the vehicle owner for unnecessary repairs.

As of December 2011, Ontario had almost 1,500
testing and repair facilities for light-duty vehicles
and more than 500 testing and repair facilities for
heavy-duty vehicles.

The Ministry outsources the monitoring of Drive
Clean facilities for non-compliant or fraudulent
activities to the private-sector service provider.

The service provider uses a number of compliance
techniques to monitor facilities’ compliance with
contract requirements and standard operating pro-
cedures. Generally, the service provider analyzes
data captured in the Drive Clean information sys-
tem to detect occurrences of predetermined indica-
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tors of suspicious activity (called triggers), so that it
can target those facilities that are most likely to be
participating in non-compliant or fraudulent activ-
ities. Facilities that set off these triggers are then
audited using one of the following approaches:

e telephone audits—unconcealed audits where
the service provider’s compliance staff call the
facility to obtain certain documents for review;

e overt audits—annual unconcealed audits
where compliance staff check various admin-
istrative matters, such as whether the facility
is using appropriate testing equipment; and

e covert audits—ad hoc, undercover “secret
shopper” audits where compliance staff pose
as customers to try to uncover fraudulent
test practices.

Audits are designed to uncover cases of non-
compliance, such as charging test fees that are
higher than allowable, falsifying test results,
and testing vehicles using a more lenient testing
method than the required method. We noted that
covert audits can identify some of the most serious
program offences and generally detect more cases
of non-compliance than any other type of audit. In
each of the last three years, covert audits have dis-
covered non-compliance in about 60% of the audits
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conducted, compared to about 40% with other
types of audits.
However, the use of covert audits has dramatic-

ally diminished. The latest contract required the
service provider to perform 1,400 covert audits
annually at Drive Clean facilities that test light-duty
vehicles until June 2011, none between July and
December 2011, and, going forward from 2012,
a very small fraction of the initial requirement of
1,400. No covert audits are required for facilities
that test heavy-duty vehicles. In its 2009 Treasury
Board submission requesting approval to consoli-
date all outsourced program services, the Ministry
indicated that the number of covert audits was
expected to be at most 50% of what was done prior
to July 2011.

To compensate for the reduction of covert
audits, the Ministry plans to implement a real-time
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monitoring function in its Drive Clean information
system starting in 2013, to coincide with the new
OBD testing method. This means that when trig-
gers for certain suspicious activities are set off, the
information system will immediately lock out the
testing equipment, and compliance staff will have a
face-to-face conversation with Drive Clean facility
staff using a video camera attached to the testing
equipment. According to the Ministry, Ontario may
be the first North American jurisdiction to employ
this kind of cost-effective compliance technique.
Triggers are primarily designed to ensure that
the vehicle tested is the one subject to the test and
to allow compliance staff to monitor patterns that
suggest inappropriate testing and repair practices.
We noted that although the number of triggers will
increase in 2013 from about 30 to 50, only 1 in 4
of these triggers will be monitored on a real-time
basis; the rest will be recorded in the information
system, and compliance staff will follow up on them
at a later date. Because these triggers were not
operational at the time of our audit, we could not
assess whether they will be as effective as covert
audits done in the past.

Consequences of Non-compliance

The private-sector service provider brings cases

of non-compliance to the Ministry’s attention on

a weekly basis, so that the Ministry can determine
the appropriate penalty depending on the type and
frequency of the offence. For calendar years 2009
and 2010, the service provider’s audit activities
identified about 3,000 cases of non-compliance
annually, and the Ministry took remedial action in
about 15% of these cases. The Ministry explained
that it imposes penalties only on non-compliance
cases found through covert audits, and that it
imposed penalties in half of those cases. For non-
compliance identified through other types of audits,
the Ministry stated that it expects that the appropri-
ate remedial action will be taken by the service pro-
vider, since those cases are usually minor in nature.
However, the Ministry did not track remedial action

imposed by the service provider. The various types
of remedial actions, in order of severity, as well as
the frequency with which each type of action was
taken by the Ministry in 2009 and 2010, were as
follows:

phone call (11%);

note to file (27%);

warning letter (47%);

°
°
e suspension (11%); and

e termination (4%).

Because the service provider conducted far
fewer covert audits in 2011 than in previous years,
the number of remedial actions applied in 2011
was about 60% lower than the average number of
actions taken in 2009 and 2010.

We noted that the Ministry does prosecute ser-
ious offences. Between 2009 and 2011, the Ministry
convicted 29 individuals and seven Drive Clean
facilities for offences relating to Drive Clean fraud,
and collected fines totalling $446,000.

Ministry staff informed us that they typically
apply more lenient penalties than those recom-
mended in the remedy schedule in the Ministry’s
procedural manual. For example, when a Drive
Clean facility is caught overcharging vehicle owners
for Drive Clean tests, Ministry policy requires that
the facility be suspended for a first offence and
terminated for a repeat offence, but we noted that
between January 2005 and February 2012, only
one in every 34 facilities found to be overcharging
were in fact suspended or terminated. We analyzed
the nature of the overcharges, and while many
cases of non-compliance related to misapplying
sales tax on the test fees, a few facilities—some of
which were repeat offenders—had more question-
able overcharges or engaged in inappropriate fee
collection practices but were not suspended or ter-
minated. We could not assess the appropriateness
of penalties for more serious non-compliance items,
such as falsifying test results or testing vehicles
using an inappropriately lenient testing method,
because the Ministry does not possess complete
data for all non-compliance items identified and the
resulting penalties applied. We also found almost



40 cases of non-compliance (where, for example,
facilities were caught selling vehicle owners
unnecessary services or repairs, or testing vehicles
using an inappropriate test method) for which no
penalty had yet been applied even after one to two
years had passed.

Our analysis of audit results showed that the
compliance rate remained the same between 2009
and 2011, which could indicate that the penalties
applied in previous years may not be having the
desired deterrent effect.

Duplicate Test Certificates

In our 2004 audit of the Ministry’s Air Quality Pro-
gram, we identified 3,200 uniquely numbered test
certificates that had been presented at Ministry of
Transportation (MTO) offices (now ServiceOntario)
more than five times each. In 2006, the Ministry
introduced a security code on all certificates
designed to prevent fraudulent certificate use.
Unless both the test certificate number and a valid
security code match the vehicle identification num-
ber, ServiceOntario staff will not accept the pass test
certificate for renewing the vehicle’s registration.
While technical issues do arise from time to time,
they are infrequent, and we concluded that the
Ministry has taken appropriate steps to address the
concerns we raised in 2004.

RECOMMENDATION 5

To maintain the integrity of the Drive Clean pro-

gram, the Ministry of the Environment should:

e use compliance rates to periodically evalu-
ate the appropriateness of the mix of audit
compliance tools, especially given the
planned substantial decrease in covert audit
activities; and

e maintain complete data for all non-compliance
items identified and their related penalties,
and ensure that the penalties applied are
appropriate, consistent and timely.

Drive Clean Program m

The Ministry agrees with the recommendation
of the Auditor General.

The modernized Drive Clean program
includes the transformation of the current
reactive audit approach to a proactive real-time,
risk-based audit process. Through the use of
state-of-the-art, web-based technology, Drive
Clean auditors will be able to identify potential
non-compliance issues and speak directly with
Drive Clean technicians, review test informa-
tion, and provide guidance as tests and repairs
are being conducted. Should a potential non-
compliant event be detected, the auditor will
interrupt the test and promptly address the
issue. The Ministry will continue to use a variety
of enforcement activities, including education
and outreach, suspensions, and revocations of
operating certifications.

Our new audit process, which includes a
suite of audit tools, will begin in January 2013.
The Ministry will continue to monitor the pro-
cess and collect compliance data to determine
the appropriateness, consistency and effective-
ness of both its compliance tools and penalties.
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CONTRACT MANAGEMENT
Procurement of Service Provider

Before June 2011, the Ministry had six contracts
with three different service providers to deliver six
distinct program services: ensuring quality control
at Drive Clean facilities for the light-duty and the
heavy-duty vehicle program components, training
vehicle inspectors and repair technicians, operating
a call centre to provide technical support to Drive
Clean facilities and handle public comments, print-
ing and distributing program materials to Drive
Clean facilities, and developing and operating an
information system to support all program func-
tions, including linking to the Ministry of Transpor-
tation’s licensing system.
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In 2011, after a competitive procurement pro-
cess, the Ministry began outsourcing all program
services to a single service provider—the one that
had been providing four of the six services since the
program’s inception. Under the current contract,
this service provider will also supply and service
the new OBD emissions testing equipment. The
contract, which expires in June 2018, includes an
option to renew annually for up to three additional
years. Consolidating all program services under one
contract with a single service provider was recom-
mended by an external consultant in 2007. The
Ministry’s decision to do so was supported by Treas-
ury Board in November 2009, and this practice is
consistent with that in several other jurisdictions
with similar programs.

The Ministry hired a fairness commissioner to
oversee and evaluate the procurement process for
the new contract. He concluded that “appropriate
procurement practice was used throughout” the
process. Perhaps most importantly, the new con-
tract’s expected annualized price will be 40% lower
than the sum of what the previous six contracts cost
each year. According to the contract, the service pro-
vider can receive up to $62 million from the prov-
ince over the contract term, or cancel on six months’
notice, and will also receive amounts directly from
facility operators for training their inspectors and
repair technicians, facility accreditation, and supply
and maintenance of the new OBD testing equip-
ment. In this regard, the Ministry awarded the
service provider the exclusive right to subcontract
the design, building and testing of the new testing
equipment, and to be that equipment’s sole supplier
to Drive Clean facilities. Based on information avail-
able at the time of our audit, the service provider
plans to sell the testing equipment to facilities for
up to $20,000 plus up to $350 per month for main-
tenance. The Ministry indicated that, to assess the
reasonableness of the purchase price and mainten-
ance costs that facility operators will have to pay,
it had compared these prices to those offered by a
supplier in another jurisdiction, and found that the
costs were generally comparable over the expected

life of the program. However, we found that the
Ministry compared Ontario pricing with that in only
one other jurisdiction, which coincidentally uses the
same service provider as Ontario.

Monitoring Service Provider Activity

The private-sector service provider must meet
certain service levels in order to receive full con-
tract payment. The agreement indicates that if the
service provider fails to meet deliverables by the
required dates, the Ministry can withhold specified
amounts from subsequent payments to the service
provider as a penalty. In negotiating the contract
with the new service provider, we felt the Ministry
demonstrated good foresight by including more
than 70 deliverables in various schedules, many
of which were aimed at ensuring a successful
transition to the new testing method and related
processes by January 1, 2013.

We assessed about 50 of the most significant
deliverables to ensure that the Ministry was mon-
itoring them and found that almost 80% of the
deliverables deadlines were met. For the remaining
20%, the deadlines were extended or there was a
lack of documented evidence that the service was
ultimately provided. For the sample of deliverables
we tested, penalties were generally applied when
deliverables were late, unless their delivery dates
were extended, in which case no penalty was
applied. At the time of our audit, we could not
assess how ready the Ministry will be to roll out the
new testing method and related processes by Janu-
ary 1, 2013.

We also noted that the Ministry sometimes
relies on the service provider’s claim that it has
met certain requirements but does not verify the
reported information. For example, service provider
staff is required to be up to date on the program,
but the Ministry does not review the results of
tests designed to verify that the service provider’s
employees have maintained current program know-
ledge. In another example, the Ministry does not
review summary reports of call centre data to verify



the service provider’s claim that calls were answered
within the prescribed time. In both of these cases,
the Ministry has made payments to the service pro-
vider in full without checking whether the service
provider had indeed met the service requirements.

Complaints

Complaints are received and resolved by the call
centre that is operated by the private-sector service
provider. The call centre receives on average 100
complaint calls per month from the public. In a
typical month, more than half of all callers report

a smoking vehicle, 30% express dissatisfaction
with a Drive Clean facility (for example, because of
repair misconduct or because their vehicle failed its
emissions test at one testing facility but passed at
another), and 12% voice general complaints about
the program (regarding, for example, the cost of
the emissions test or the required frequency of test-
ing). We were informed that Drive Clean facilities
that are the subject of complaints are considered for
audit by the service provider.

Under the terms of the agreement, the Ministry
can withhold payments to the service provider if
call handling quality is substandard—that is, if the
call centre does not provide accurate, complete and
current program information to callers 95% of the
time. To assess service quality, the Ministry must
review a specified minimum number of calls each
month. However, we found no documented evi-
dence that the Ministry had monitored the required
number of calls. Without such oversight, the Min-
istry can’t reliably assess performance and withhold
payment when warranted.

We also noted that between July 2011 and
February 2012, almost 160 calls were logged as
unresolved. The Ministry advised us that these call-
ers’ complaints were indeed resolved, but because
call centre staff were unfamiliar with the call sys-
tem, the handling of the calls had been erroneously
recorded as unresolved.

Drive Clean Program 127

RECOMMENDATION 6

To help ensure that the private-sector service
provider meets contractual obligations in deliv-
ering the Drive Clean program, the Ministry of
the Environment should adequately monitor the
delivery of all services, including periodically
verifying reported service levels achieved.

The Ministry agrees with the recommendation
of the Auditor General.

In order to monitor the service provider’s
performance, the Ministry, along with the
service provider, is developing a Service Level
Tracking application to continuously monitor all
service levels and apply penalties as appropri-
ate. If service-level standards are not met, the
service provider must pay a monetary penalty.

The Ministry has also instituted a business
process to ensure that all calls received by the
Drive Clean Office are reviewed, followed up
and closed.
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PROGRAM REVENUE
Fee Collection

Owners of light-duty vehicles pay $35 for an initial
test and $17.50 for a retest after any repairs have
been made, while owners of heavy-duty vehicles
pay market rates for the test. The Ministry is entitled
to receive $11.67 for light-duty vehicles and $15

for heavy-duty vehicles, but only if the vehicle
receives a pass or conditional pass. (The govern-
ment receives no revenue from failed tests or retests,
because it does not want to collect multiple test fees
from vehicle owners. Vehicle owners still have to pay
the test fee imposed by the testing facility.)

At the time of our audit, Drive Clean facilities
were forwarding the Ministry’s portion of test rev-
enue to the service provider, who in turn submitted
all revenues received to the province. Starting in
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January 2013, the facilities will directly remit test
revenues to the government without the involve-
ment of the service provider.

To ensure that the Ministry receives all test
revenues owing to it, each month the Ministry rec-
onciles payments received from the service provider
with the number of pass or conditional pass results
indicated by the Drive Clean information system.

However, due to instances of data corruption
and system communications errors, the information
system may not contain all test results. Therefore,
to identify omissions in the system, the Ministry
runs a monthly exception report that reconciles
Drive Clean test certificate numbers processed by
ServiceOntario using the Ministry of Transportation
licensing system with those recorded in the Drive
Clean information system, and any extra tests are
validated and added to the system. This is an effect-
ive detective control process, and we noted that
in 2011, this process detected about 340 tests that
were registered at ServiceOntario but not initially
recorded in the Drive Clean information system.

Revenue Neutrality

Test revenues collected by the Drive Clean program
are considered a user fee, not a tax. However,
according to a 1998 Supreme Court of Canada deci-
sion, user fees must have a reasonable relationship
to the cost of the services provided. In other words,
a user fee cannot exceed the cost to the govern-
ment of providing the service. Otherwise, a court
could determine that the amount of the excess fee
is really an unlawful tax and therefore repayable.
The Ministry of Finance’s 2006 Costing and Pricing
Policy indicates that where fees or other charges are
collected for services offered to the public, pricing

should be based on consideration of the full costs of
delivering the service.

One of the Drive Clean program’s goals is to
achieve revenue neutrality over the program’s
life. By the end of the 2010/11 fiscal year the
present value of cumulative revenues collected
and expenses incurred since 1999 had reached
the break-even point. However, revenues are now
exceeding program expenses. In December 2011,
the Ministry determined that (based on a net
present value calculation) the program is expected
to realize an accumulated surplus of $11 million
by the end of the 2011/12 fiscal year and $50 mil-
lion by the time the current consolidated contract
with the service provider ends in 2018. At the time
of our audit, the Ministry informed us that it had
received advice and was considering options for
becoming compliant with both the 2006 Costing
and Pricing Policy and the 1998 Supreme Court of
Canada decision.

OTHER MATTER
Vehicle Retirement Program

The Ministry provides in-kind contributions
(through promoting the program to increase public
awareness of its existence) to a national vehicle
scrappage program under which a vehicle owner
who donates an older vehicle that meets certain
conditions is given a charitable donation receipt
of at least $100. Other jurisdictions have similar
programs, but with more generous incentives. For
instance, California’s car scrappage program offers
a minimum of $1,000, and up to $1,500 for low-
income earners, for unwanted vehicles that meet
certain eligibility guidelines.



Chapter %Y Ministry of Education
Section

Background

According to the most recent Statistics Canada
census data (2006), there are 242,000 Aboriginal
people living in Ontario, primarily comprising
three distinct groups: First Nation (158,000),

Métis (74,000) and Inuit (2,000). The remaining
8,000 Aboriginal people classified themselves as
“other.” Aboriginal peoples in Ontario have diverse
languages, cultures and traditions. The census also
identified that approximately 47,000 First Nations
people live on reserves in Ontario; these are lands
set aside for the use and benefit of a specific band
or First Nation. There are a total of 133 First Nation
communities in Ontario, each of which has its own
government or tribal council. The delivery of edu-
cation through schools on reserve is the responsibil-
ity of the First Nation and the federal government.
The federal government is financially responsible
for the education of First Nation students living on
reserve, whether these students attend First Nation
or provincially operated schools.

As shown in Figure 1, the 2006 census (the most
recent definitive data on Aboriginal education)
identified that only 62% of Aboriginal adults had
graduated from high school as compared to 78% of
the general population, a gap of 16%. The academic
achievement gap is even more pronounced—as

X111 Education of
Aboriginal Students

high as 50%—for the youngest adult age group
(aged 20-24). Only 39% of the First Nation people
living on reserve in this age group had graduated
from high school. This issue is all the more import-
ant considering that 46% of First Nation people
are under the age of 25, as compared to the overall
population where 32% are less than 25 years old.

The Ministry of Education (Ministry) adminis-
ters provincially funded elementary and second-
ary education in Ontario and is responsible for
developing the curriculum, setting requirements for
student diplomas and providing funding to school
boards. In 2006, the Ministry identified Aborig-
inal education as one of its key priorities, with a
focus on closing the gap in academic achievement
between Aboriginal and non-Aboriginal students by
the year 2016. To meet this challenge, the Ministry
released various policy documents and funded a
number of initiatives intended to improve outcomes
for Aboriginal students. Since 2006, the Ministry
has provided $170 million in funding to improve
academic achievement levels for Aboriginal stu-
dents and increase awareness of Aboriginal cultures
for all students.

In January 2006, the Aboriginal Education
Office (AEO) was created to provide co-ordination
and leadership on Aboriginal education issues and
initiatives. The AEO works in collaboration with
Aboriginal communities and organizations, school

n
=
(]
=
(=]
E=
o
'}
0
=
[
>
L]
™
L3
[
L4
=3
«
=
o

129



m 2012 Annual Report of the Office of the Auditor General of Ontario

o
=
o™
=
=5
-
©
@
v
=
=
>
L]
o™
L3
@
e
=
<
=
o

Figure 1: The Gap in Aboriginal High School Graduation Rates for Adults and Young Adults

Source of data: 2006 Statistics Canada census and Ministry of Education

All Adults (2006)

Age 20-24 (2006) # Enrolled in Provincial

Population Group Schools (2010/11)
All Ontario 78 - 89 - -
First Nations—on reserve 44 34 39 50 5,690
First Nations—off reserve 64 14 66 23 27,765
Inuit 59 19 66 23 700
Métis 70 8 81 8 18,245
All Aboriginal 62 16 66 23 52,400

Note: The percentage graduated is the percentage of the population group with a high school diploma. The gap in graduation rates equals the
percentage of all people graduated in Ontario minus the percentage graduated in the Aboriginal group.

boards, other ministries and the federal govern-
ment. Currently, the AEO employs 12 staff, includ-
ing five regional education officers who work with
Ontario’s 72 school boards.

Research indicates that many Aboriginal stu-
dents are faced with significant challenges that
impact their achievement levels in school, such
as high rates of poverty, substandard housing and
poor nutrition. Equally important, many of these
students live in areas with little prospect of future
employment, which is often a demoralizing factor
in taking their education seriously. In 2008, Health
Canada reported that there is an extraordinarily
high and increasing rate of suicide among Aborig-
inal youth. Although the Ministry of Education
cannot resolve all of these issues, it can promote
achievement in school to help Aboriginal students
overcome these challenges.

Audit Objective and Scope

The objectives of our audit were to assess whether
the Ministry and selected school boards have
adequate procedures in place to:

e identify and implement initiatives to improve
Aboriginal student achievement and to meas-
ure and report on the effectiveness of those
initiatives; and

e ensure that transfer payments intended for
Aboriginal education initiatives are spent for
the purposes intended and allocated on the
basis of student need.

Senior management reviewed and agreed to our

audit objectives and associated audit criteria.

Our audit work was conducted at the Ministry’s
head office, primarily in the Aboriginal Education
Office. We also conducted audit work at selected
school boards and at a sample of elementary and
secondary schools in these boards. The three
boards we visited were Algoma District School
Board (Sault Ste. Marie), Kawartha Pine Ridge
District School Board (Peterborough) and Lakehead
District School Board (Thunder Bay).

Our audit work included reviewing and analyz-
ing ministry files, administrative directives, policies
and procedures, and interviewing ministry staff.
We also met with school board staff, including
supervisory officers, principals and teachers. We
researched Aboriginal education practices in other
jurisdictions and solicited the opinions of First
Nation education managers, First Nation Elders, the
Chiefs of Ontario and the Métis Nation of Ontario.
Our audit also included a review of activities of
the Ministry’s Internal Audit Services Branch
relating to Aboriginal education. We reviewed the
branch’s recent reports and considered its work and
any relevant issues identified when planning our
audit work.



In 2006, the Ministry identified Aboriginal educa-
tion as one of its key priorities with a focus on meet-
ing two primary challenges by 2016: to significantly
improve achievement among First Nation, Métis
and Inuit students, and to close the significant
student achievement gap between Aboriginal and
non-Aboriginal students. The Ministry also wanted
all students to have an appreciation of Aboriginal
cultures. In order to help achieve these objectives,
the Ministry designed an overarching policy
framework that endeavoured to identify Aboriginal
students in Ontario, guide the development of
appropriate support programs, periodically assess
academic achievement and report on the progress
made in implementing the framework. However,
the Ministry needs to more actively oversee the
implementation of this framework to demonstrate
what, if any, progress has been made since 2006 in
improving achievement among Aboriginal students
and closing the achievement gap between them and
other students in Ontario.

Some of our more significant observations

regarding Aboriginal education in Ontario were:

e In 2007, the Ministry released the Ontario
First Nation, Métis and Inuit Education Policy
Framework (Framework), which includes 10
performance measures intended to gauge the
success of ministry, school board and school
efforts to improve the academic achievement
of Aboriginal students. Although the Ministry
has reported some success on several of these
measures, five years after the release of the
Framework the Ministry has not quantified
any of the 10 performance indicators so that
progress could be objectively measured, nor
has it required that the school boards individ-
ually evaluate and report on these perform-
ance measures. None of the three boards we
visited had done so.

Education of Aboriginal Students “

e Since the Ministry did not have an accurate

and reliable mechanism to identify Aboriginal
students in the Ontario school system, in 2007
it released Building Bridges to Success for First
Nation, Métis and Inuit Students. This policy
guide assists school boards in developing
Aboriginal student self-identification policies
whereby students are given the option to
formally identify themselves as First Nation,
Meétis or Inuit. At the time of our audit, less
than half of the estimated Aboriginal student
population in Ontario had self-identified.
Improved progress on this self-identification
strategy would enable the Ministry and
boards to better target funding and periodic-
ally benchmark the academic progress of
Aboriginal students.

Five years after announcing its intention to
significantly close the gap in achievement
between Aboriginal and non-Aboriginal stu-
dents, the Ministry has still not established a
baseline or even a starting point from which
to measure the gap. Therefore, we requested
that the Ministry provide us with the most
recent student data, including Grade 10 credit
accumulation for self-identified Aboriginal
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students. Accumulation of credits toward

graduation is one of the primary indicators

of student success in high school. We noted
that only 45% of the self-identified Aboriginal
Grade 10 students were on track to graduate
from high school, compared to 74% for all stu-
dents in the Grade 10 population. This brings
into question the Ministry’s ability to meet its
goal of significantly closing the achievement
gap between Aboriginal and non-Aboriginal
students by 2016.

Even though an Aboriginal organization
engaged by the Ministry in 2009 reported
that consistent implementation of the
Framework is necessary to make systemic
change, we found that it was largely left

up to each board to decide how it would
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implement the Framework. The emphasis
placed on this varied at the three boards we
visited. For example, one of the school boards
we visited had successfully implemented the
self-identification policy as virtually all of its
Aboriginal students had self-identified. This
board was using student achievement data to
identify challenges unique to its Aboriginal
population and was implementing specific
strategies to address these challenges.

e Although the early education of many First
Nation students is provided by reserve
schools, which are the financial responsibility
of the federal government, many of these stu-
dents eventually transfer into the provincial
system. Given limited per-student funding,
on-reserve schools have generally not been
able to provide the quality of education found
in provincial schools; studies suggest that
these students may be several grade levels
behind when they transfer into the public sys-
tem. Although the Ministry does not measure
this, our analysis of Education Quality and
Accountability Office (EQAO) data found that
only half of on-reserve students attending
provincially funded schools passed the Grade
10 Ontario Secondary School Literacy Test
in the 2010/11 school year, compared to the
provincial average of 83%.

Too many Aboriginal students do not achieve
the academic success we want for all students.
Addressing this education attainment gap is a
top priority for the government of Ontario. We
are pleased that the Auditor General shares
our commitment to improving educational out-
comes for Aboriginal students.

The Ministry of Education (Ministry)and
boards, working with First Nation, Métis and
Inuit communities, share the view that signifi-
cant progress has been achieved, and that con-
ditions for future success have been established

through progressive collaboration and specific
supports. Some boards have made progress in
implementing supports for Aboriginal students
and recent evidence reveals specific instances
where the achievement gap has been reduced.
The Ministry agrees with the spirit of the
Auditor General’s recommendations and will
continue to develop and implement strategies
targeted to improve Aboriginal student success
within the context, philosophy and approach
outlined in the Ontario First Nation, Métis and
Inuit Education Policy Framework.

The Ministry’s Framework is based on
Ontario’s New Approach to Aboriginal Affairs,
2005, which charts a new course for a construct-
ive, co-operative relationship with the Aborig-
inal peoples of Ontario to develop productive
partnerships, collaborate on key initiatives and
achieve real progress on shared goals.

The Ministry, with its partners, has put in
place the necessary foundation for success in
keeping with our overall student achievement
strategy: building relationships and capacity
within the sector; designing and developing
data collection mechanisms; and analyzing and
implementing evidence-driven strategies to sup-
port advancements in student achievement.

When considering evidence-based strategies
and reporting, it is important to understand
Aboriginal peoples’ perspectives on the school
system, including the intergenerational mistrust
resulting from residential school experiences.
Ontario respects Aboriginal and treaty rights
protected by Section 35 of the Constitution Act,
1982. This is why the collection of Aboriginal
student data must continue to be voluntary
and confidential.

Moving forward, the Ministry will pursue a
path that builds on demonstrated successes, in
partnership with communities, school boards,
the federal government and Aboriginal part-
ners, to support First Nation, Métis and Inuit
students across the province.



Detailed Audit Observations

POLICY GOALS, IMPLEMENTATION
PLANS AND PERFORMANCE MEASURES

Policy Goals and Planning

In June 2005, the government of Ontario released
Ontario’s New Approach to Aboriginal Affairs, which
outlined a number of initiatives aimed at achiev-
ing real progress on shared goals with Aboriginal
people. In line with this approach, the Ministry
identified Aboriginal education as one of its key
priorities, with a focus on meeting two primary
challenges by the year 2016: to improve achieve-
ment among First Nation, Métis and Inuit students;
and to close the gap between Aboriginal and
non-Aboriginal students in literacy and numeracy,
retention of students in school, graduation rates
and advancement to post-secondary studies.

In 2007 the Ministry released the Ontario First
Nation, Métis and Inuit Education Policy Framework

Education of Aboriginal Students m

(Framework). The Ministry considers the Frame-
work to be the foundation for delivering quality
education to all Aboriginal students who attend
provincially funded elementary and secondary
schools. Figure 2 shows the Ministry’s three goals
and the 10 performance measures it intends to use
to gauge success, as outlined in the Framework.

In order to be truly effective, the Framework
recognized that it was necessary for the Ministry
to develop an implementation plan to guide its
activities and assist school boards in meeting the
broad objectives in the Framework. Although the
Ministry has engaged in some preliminary imple-
mentation planning, five years after the release of
the Framework, the Ministry has still not developed
a formal implementation plan. In our opinion, such
a plan should identify the key obstacles faced by
Aboriginal students and outline specific activities
to overcome various obstacles. This was exactly
the process we found the Ministry had used in our
recent audits of school safety programs and student
success initiatives, both of which had achieved

Figure 2: Ontario First Nation, Métis and Inuit Education Policy Framework Goals and Performance Measures

Source of data: Ministry of Education

Goal Performance Measure

High levels of student 1. Significant increase in the percentage of First Nation, Métis and Inuit students meeting

achievement

provincial standards on province-wide assessments in reading, writing and mathematics

2. Significant increase in the number of First Nation, Métis and Inuit teaching and non-teaching
staff in school boards across Ontario

Reduce gaps in student

. Significant increase in the graduation rate of First Nation, Métis and Inuit students

. Significant improvement in First Nation, Métis and Inuit student self-esteem

3

achievement 4. Significant improvement in First Nation, Métis and Inuit student achievement
5
6

. Increased collaboration between First Nation education authorities and school boards to
ensure that First Nation students in First Nation communities receive the preparation they
need in order to succeed when they make the transition to provincially funded schools

7. Increased satisfaction among educators in provincially funded schools with respect to
targeted professional development and resources designed to help them serve First Nation,
Métis and Inuit students more effectively

High levels of public
confidence in public
education

8. Increased participation of First Nation, Métis and Inuit parents in the education of their children

9. Increased opportunities for knowledge sharing, collaboration and issue resolution among
Aboriginal communities, First Nation governments, and education authorities, schools, school

boards and the Ministry of Education

10. Integration of educational opportunities to significantly improve the knowledge of all
students and educators in Ontario about the rich cultures and histories of First Nation,

Métis and Inuit peoples
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some success. For these programs, the Ministry
had formulated a strategy, devised a detailed plan,
and measured results along the way to ensure that
progress was being made. In contrast, the Ministry
could not demonstrate how it was systematically
implementing the Framework. Instead, we were
informed that most of the Ministry’s activities could
be matched to at least one of the 10 performance
measures. However, these performance meas-
ures were developed to assess the success of the
Aboriginal education strategy and do not contain
the detail necessary to guide ministry or school
board activities.

According to the Framework, Aboriginal edu-
cation must be integrated into the school board
planning process. School boards in Ontario must be
guided by the Board Improvement Plan for Student
Achievement, a document that helps teachers,
principals and school board staff plan and imple-
ment strategies to improve student achievement.
The Ministry acknowledged that, although 40
out of Ontario’s 72 school boards had included an
Aboriginal education component in their improve-
ment plans, it did not have a formal process in place
to review these or other board plans. The Ministry
could not provide us with any documentation to
demonstrate that it had reviewed these board plans
or assessed the degree to which the Framework has
been implemented at each school board.

To assess the Aboriginal education planning
process at the school board level, we reviewed the
improvement plans for the past three years at the
three boards we visited. We found that one of the
boards made no reference to Aboriginal education,
while another board listed Aboriginal cultural
activities and events that it planned for that year.
The third board set specific targets that focused on
Aboriginal student achievement, one of which was
to increase by 10% the number of Aboriginal stu-
dents who were successful on the Ontario Second-
ary School Literacy Test (OSSLT). However, none of
these boards specifically mentioned the Framework
or identified any of its 10 performance measures in
their improvement plans.

An Aboriginal organization engaged by the Min-
istry in 2009 to obtain feedback on the implementa-
tion of the Framework had reported that, although
consistent implementation is necessary to make
systemic change, implementation of the Framework
appeared to be dependent on the individual in
charge of Aboriginal education initiatives at the
school board. Similarly, based on our visits to the
three boards, we concluded that there was a need
for greater ministry co-ordination and guidance.

Performance Measurement and Reporting

In 2007, the Ministry committed itself to report
publicly every three years on the implementation
of the Framework according to the 10 performance
measures. It released the first progress report in
the fall of 2009, titled Sound Foundations for the
Road Ahead, to provide an update on the progress
made since 2007 in implementing the Framework.
However, much of the discussion provided in this
progress report was of a very general nature and
did not quantify any of the 10 performance meas-
ures or identify any specific targets to be used to
assess progress against these measures.

For this first progress report, the Ministry
engaged two Aboriginal organizations to solicit
community feedback on the Framework, and also
worked with an independent research team to
obtain feedback from students, parents and school
boards. Additionally, the Ministry sent out surveys
to all school boards.

We reviewed the reports from the independ-
ent research team and the two organizations that
the Ministry used to support its progress report.

We noted that of the 1,200 students interviewed,
only 111 had self-identified as Aboriginal students.
Additionally, almost half the students interviewed
were from the Ottawa region and 90% were from
Catholic school boards, which represent only 30% of
Ontario’s elementary and secondary school student
population. The research team noted that these

and other sampling concerns limited the amount of
reliable data collected. Clearly, an unrepresentative



or inadequate sample would compromise the integ-
rity of any related conclusions or inferences in the
progress report.

A second progress report on the implementation
of the Framework was scheduled to be released
in the fall of 2012. However, in May 2012 the
Ministry could not provide us with a draft of any
progress it may have made on the report and stated
that the report is now scheduled to be released in
early 2013.

At the board level, we noted that two school
boards we visited recently began to assess their
status with regard to the Framework. This was the
first time both of these boards had undertaken
such an assessment since the Framework’s release
in 2007. In October 2011, one of these boards
prepared a document that identified what it has
already done and is planning to do to implement
each of the 10 performance measures. In March
2012, the other board was asked by the Ministry
to perform a self-assessment to determine how
well that board has implemented the 10 perform-
ance measures. We noted that this process was
not consistent among all regions and, in general,
each board operated autonomously in the degree
to which it implemented specific strategies to
address the Framework and assessed the success of
its strategies.

The Framework’s three goals and 10 perform-
ance measures were developed to enable the
Ministry and school boards to assess progress made
toward improving achievement among Aboriginal
students and closing the gap between Aboriginal
and non-Aboriginal students. Overall, we found
that, five years after the release of the Framework,
neither the Ministry nor the boards we visited had
measured progress in relation to the Framework’s
performance goals or set any measurable targets
so that progress could be measured. As a result,
there is little province-wide information to indicate
what, if any, progress has been made in improving
educational success among Aboriginal students and
closing the achievement gap between them and
other students in Ontario.

Education of Aboriginal Students m

RECOMMENDATION 1

To help Aboriginal students succeed in school

and reduce the gap in student achievement as

outlined in the Ontario First Nation, Métis and

Inuit Education Policy Framework (Framework),

the Ministry of Education (Ministry) and school

boards should:

e develop specific implementation plans
that identify and address the key obstacles
faced by Aboriginal students and routinely
review and update these plans to assess what
progress is being made; and

e include in these plans specific goals and per-
formance measures as outlined in the Frame-
work and objectively measure and report
aggregate results to determine whether any
progress is being made toward improving
Aboriginal student outcomes.

The Ministry agrees that implementation plans
are necessary to support initiatives going for-
ward to close the achievement gap. Initiatives
to support Aboriginal student achievement
must be holistic and leverage evidence-based
strategies developed in supporting the student
achievement agenda.

The Ministry will do the following:

® Release a preliminary progress report and
draft implementation plan in fall 2012
to engage key partners on strategies for
progress against the Framework’s perform-
ance measures, in order to close the achieve-
ment gap between First Nation, Métis and
Inuit students and all students.

e Release the second progress report on the
implementation of the Framework in spring
2013. The report will include an implemen-
tation plan up to 2016.

e Align the implementation plan with
other key government commitments and
investments that are designed to provide
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targeted supports for Aboriginal youth,
such as Ontario’s Mental Health and
Addictions Strategy.

All three boards agreed with this recommenda-
tion. One board noted that its process of setting
specific plans, goals and performance measures
assists it in measuring student learning over
time, and that such efforts have resulted in
improvements for Aboriginal students, par-
ticularly in primary reading and writing. The
board noted that it would continue to work on
further improvements, specifically in the area
of junior mathematics. A second board’s plans
included strategies to close the achievement
gap and provide specific supports for Aboriginal
students. This board stated that it has shared
student achievement results internally with
staff and with each band, and that beginning

in 2012 it would share aggregate data publicly
in its director’s annual report. The third board
cautioned that the number of students who had
self-identified was very low for some grades,
and measuring achievement over time with
such a small group may not result in reliable
data. The board noted, however, that such
information was still useful to support students
by focusing on tiered intervention and differ-
entiated instruction. This board also noted that
annual planning allows it to validate systemic
learning and, moving forward, it will more
closely align planning with student learning
and teacher needs.

VOLUNTARY, CONFIDENTIAL
SELF-IDENTIFICATION

Student Self-identification

Historically, one of the obstacles related to focusing
education supports on Aboriginal students is that

the Ministry and school boards have not been able
to identify these students in the Ontario school
system. As a result, data could not be aggregated

to develop programs, report on results achieved, or
identify areas for improvement. Consequently, in
April 2007, the Ministry released Building Bridges
to Success for First Nation, Métis and Inuit Students
(Building Bridges) as a guide provided to school
boards to assist in developing policies for voluntary
Aboriginal student self-identification whereby stu-
dents would be given the option to formally identify
themselves as First Nation, Métis, or Inuit. Board
implementation of the self-identification policy
was not mandatory but the Ministry encouraged all
school boards to develop such a policy.

The Ministry did not have a formal process in
place to oversee implementation of self-identification
policies at the school board level. As of May 2012,
although 68 of Ontario’s 72 school boards had imple-
mented a self-identification policy, less than half of
the estimated Aboriginal students had self-identified
(23,000 out of 52,400). The Ministry stated that
the recent implementation of the policy at many
boards was one of the primary reasons why only
44% of the estimated number of Aboriginal students
had self-identified.

We reviewed data pertaining to self-identification
at all 72 school boards and identified 18 boards that
had not shown a significant increase in the percent-
age of students self-identified over the previous three
years. In addition, another 30 boards had identified
less than 20% of their estimated Aboriginal student
enrolment. In contrast, virtually all the estimated
Aboriginal students in 16 other school boards had
self-identified, indicating that it was possible for
these school boards to successfully implement a
policy that encourages their Aboriginal students to
voluntarily identify themselves.

At two of the three school boards we visited
virtually all of the estimated Aboriginal student
population had self-identified. During the first
year of policy implementation, one of these boards
had identified 150% of the number of Aboriginal
students estimated by the Ministry. This board



attributed its achievement to creating a success-
ful awareness campaign prior to implementation.
Furthermore, this board has received only two
minor complaints from parents pertaining to stu-
dent self-identification, which it addressed to the
parents’ satisfaction. At the third board we visited
only about 50% of the estimated Aboriginal student
population had self-identified. This board stated
that it was unaware of the Ministry’s estimate of
the number of Aboriginal students in its schools
and the Ministry had not provided them with the
estimate. We believe that boards would find such
information useful to help them to assess progress
in identifying their Aboriginal students.

In July 2011, the Ministry surveyed school
boards to assess progress to date in the implemen-
tation of the self-identification policy. More than
66 boards responded to the survey, and many
provided recommendations that they thought
would be useful in increasing the success of this
policy. The boards wanted to see more ministry
involvement in the process, with assistance such as
a public awareness campaign, direct communica-
tion with Aboriginal communities, and standard
materials for boards to use. Currently, each board
independently develops its own materials, such as
brochures for parents outlining the policy. Some
boards find this challenging, as they need to ensure
that information is correct and culturally appropri-
ate. Boards also recommended that the Ministry
provide more support in sharing best practices
province-wide. One of the school boards we visited
mentioned that boards are struggling to create
effective strategies and approaches to implement
the self-identification policy even though they have
consulted with each other to obtain ideas on how
to best implement a policy.

Teaching and Non-teaching
Staff Self-identification

The Framework also outlines the need for a sig-
nificant increase in teaching and non-teaching
Aboriginal school staff. These individuals can act
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as mentors and role models, share their Aboriginal
culture, and help foster an environment where
Aboriginal students can reach a high level of
achievement. In 2008, the Ministry met with the
Ontario College of Teachers to develop a self-
identification process for teachers of Aboriginal
descent. In 2009, the College reported to the
Ministry that teachers need to understand what
self-identification information would be used for
and how any potential concerns would be miti-
gated. The College also noted that the successful
implementation of teacher self-identification may
take many years and both short- and long-term
implementation plans are needed.

At the time of our audit, the Ministry still did not
have any plans to encourage school boards to imple-
ment an Aboriginal staff self-identification policy.
Also, at the time of our audit the Ministry had not
formally gathered any information on the number
of boards that had implemented an Aboriginal staff
self-identification policy or gathered any data on
the number of staff who have self-identified.

One of the school boards we visited imple-
mented a voluntary self-identification policy for
its Aboriginal staff members in 2008. This board
has experienced success, as many of its staff who
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self-identified have become resources to reach out

to Aboriginal students. We noted that the trustees
at another school board we visited recently passed
a motion to develop a similar policy. Following our
discussions with this board, it expressed interest
in contacting the first board to obtain a copy of its
staff self-identification policy to help in its own
policy development.

RECOMMENDATION 2

To obtain the population data necessary to bet-

ter develop specific support programs, report on

results, and identify opportunities to improve

Aboriginal student achievement, the Ministry of

Education (Ministry) should:

e develop standard communication tools and
disseminate best practices to assist boards
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in successfully implementing an effective
student self-identification process; and

e develop a policy guide for self-identification
by Aboriginal teaching and non-teaching
staff and oversee the effective implementa-
tion of this policy.

Both the Ministry and school boards should
exercise effective oversight to help ensure that
the student self-identification policy is being
successfully implemented in Ontario schools.

The Ministry agrees that it is necessary to sup-
port self-identification efforts and commends
the significant progress that boards have made
thus far in building trust with Aboriginal fam-
ilies choosing to participate in the initiative. A
multi-pronged approach that further engages
boards and Aboriginal partners is required.
The Ministry will do the following:

e Implement a communication strategy to
support all boards in strengthening their
Aboriginal student self-identification policy
implementation by spring 2013.

e Provide support to all boards in the develop-
ment of board-specific strategies regarding
the continued implementation of Aborig-
inal voluntary self-identification policies
throughout the 2012/13 school year.

e Continue to work with education partners,
including those representing teaching and
non-teaching staff, to discuss the feasibility
of the development of a policy guideline for
voluntary staff self-identification, by the end
of the 2013 calendar year.

All three boards supported the recommenda-
tion, with one board noting that sharing best
practices regarding the implementation of vol-
untary self-identification would be very helpful,
especially regarding appropriate and effective

use of the data. This board noted that the major-
ity of its eligible students had voluntarily self-
identified, and this number continues to grow in
step with the changing demographics of its com-
munity. A second board stated that it supported
the development of communication tools that
can be used as exemplars to augment present
self-identification processes. The third board
stated that its self-identification policy had been
in place since 2007, with almost 100% participa-
tion of its Aboriginal students. The board noted
that it had positive results in implementing its
staff self-identification policy and was willing to
share its communication documents.

DATA COLLECTION AND ANALYSIS

In order to assess progress toward the goals of
improving student achievement and closing the gap
between Aboriginal and non-Aboriginal student
achievement by the year 2016, the Framework
noted that it will be important to have reliable and
valid data. In addition, Aboriginal student-specific
data is needed to support performance measure-
ment and reporting. To evaluate progress, the
Framework included three performance measures
that directly assess Aboriginal student achievement
and require student-specific data to measure:

e significant increase in the percentage of First
Nation, Métis and Inuit students meeting
provincial standards on province-wide assess-
ments in reading, writing and mathematics;

e significant increase in the graduation rate of
First Nation, Métis and Inuit students; and

e significant improvement in First Nation, Métis
and Inuit student achievement.

The Ministry collects information from schools
and school boards through a secure, web-enabled
system called the Ontario School Information Sys-
tem (OnSIS). The Ministry also acquires data from
third-party sources such as Statistics Canada and
the Education Quality and Accountability Office



(EQAO), the Ontario government agency that
performs standardized testing of elementary and
secondary school students. Once collected, the data
is run through various quality assurance processes,
personal information is removed, and the data is
stored as the authoritative source of education
data. Our assessment showed that OnSIS is rela-
tively up to date, as data is submitted, verified and
finalized three times annually. However, the Min-
istry does not currently use this data to periodically
produce standard reports to assess the progress
made in achieving the goals of the Ontario First
Nation, Métis and Inuit Education Policy Framework.

Five years after identifying the challenge of
closing the achievement gap between Aboriginal
and non-Aboriginal students, the Ministry has still
not determined the size of the gap. Further, the
Ministry has not established a baseline or even a
starting point from which to measure the gap. The
Ministry has also not decided when it will begin
measuring and reporting on Aboriginal student
achievement, nor has it decided what “significant”
means in its performance measures, such as to see
“significant improvement in ... student achieve-
ment.” Finally, the Ministry has not developed
specific targets in connection with the performance
measures as required by the Framework.

The Ministry stated that it has not begun to
assess the gap because, in its opinion, the 44%
of students who have self-identified are not suf-
ficiently representative to compare their achieve-
ment results with the results for the non-Aboriginal
student population. However, the Ministry has
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still not determined the number of self-identified
students it considers to be enough before it will
begin measuring and reporting on Aboriginal
student achievement.

The Ministry has also not analyzed Aboriginal
student achievement data for the province as a
whole, with the exception of some preliminary
analysis in 2011 that focused on six school boards.
Therefore, we requested that the Ministry provide
us with data including EQAO results as well as
Grade 9 and 10 credit accumulation numbers
for all self-identified Aboriginal students in the
provincial school system. Accumulation of credits
toward graduation is one of the primary indica-
tors of student success in high school. Using these
two data sources as a means to analyze student
achievement, we noted that, for 2011, a significant
achievement gap continued to exist between self-
identified Aboriginal students and the rest of the
student population. We also noted that this gap
tends to increase as Aboriginal students make their
way through the educational system, as shown in
Figure 3.

The Ministry annually reports the graduation
rate for the entire student population, but it does
not calculate a graduation rate for Aboriginal
students. The Ministry advised us that it will begin
to report on the graduation rate for Aboriginal
students following the 2013/14 school year. The
most recent information available, the 2006 census,
identified that 65.5% of Aboriginal adults aged
20-24 had graduated from high school compared to
88.4% of the non-Aboriginal population of the same

Figure 3: Comparison of Student Achievement Data, 2010/11 (%)

Source of data: Ministry of Education

Measure

Students

All Self-identified

Gap in Aboriginal

Aboriginal Students Student Achievement

Grade 3 EQAO: achieved provincial standard* 69 52 17
Grade 6 EQAO: achieved provincial standard* 68 49 19
Grade 9: 8 or more credits earned 83 63 20
Grade 10: 16 or more credits earned 74 45 29

*Overall average of the percentage of students who achieved the provincial standard on the reading, writing and mathematics tests.
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age—a gap of 23%, as shown in Figure 1. Our analy-
sis of the credit accumulation data for 2011 shows
that only 45% of the Grade 10 self-identified Aborig-
inal students were on track to graduate from high
school, compared to 74% of all other students—a
gap of 29%. These statistics, while not conclusive,
would certainly indicate that the Ministry faces sig-
nificant challenges in meeting its 2005 stated goal of
closing the gap in achievement between Aboriginal
and non-Aboriginal students by 2016.

One board we visited analyzed on a regular
basis indicators such as Grade 9 pass rates, and
Grade 9 and 10 credit accumulation numbers.
From this type of analysis, the board identified
that Aboriginal students were having difficulty
passing Grade 9 physical education. As a result, it
introduced culturally relevant games and activities.
This example shows that analyzing good data
can uncover previously unsuspected barriers to
achievement. We also noted that this board sets
measurable targets specific to Aboriginal student
achievement. For example, in the 2011/12 school
year the board aims to increase the percentage of
self-identified Aboriginal students who achieve
12 or more credits by the end of the first Grade 10
semester from 26% to 40%.

We also researched data collection and analysis
at various other school boards in Ontario and noted
that one of the larger boards found that 80% of its
Aboriginal students did not meet the EQAO prov-
incial standard on the Grade 6 reading, writing or
math assessments and, in general, Aboriginal stu-
dents were highly at risk academically. This board
reported that it used such information to assess the
gaps in student achievement and better target its
support programs.

Our review of public reporting on Aboriginal
student results in other jurisdictions revealed that
the two provinces with the second and third largest
Aboriginal populations behind Ontario report on
Aboriginal student achievement results annually.
British Columbia’s Ministry of Education publishes
an annual report that provides information about
Aboriginal student performance at both the prov-

incial and school district levels. Alberta Education
reports on academic performance measures for
Aboriginal students directly within its annual
report. These measures include indicators similar to
those contemplated in the Framework, such as the
level of achievement on province-wide standard-
ized testing and high school graduation rates.

RECOMMENDATION 3

To help assess the progress being made toward

achieving the goals and performance measures

outlined in the Ontario First Nation, Métis and

Inuit Education Policy Framework, the Ministry of

Education (Ministry) and school boards should:

e establish a baseline with respect to the goals
and performance measures identified in the
Framework and set measurable, realistic
targets; and

e periodically review progress made with
regard to closing the gap between Aboriginal
and non-Aboriginal student achievement so
that additional or alternative strategies can
be implemented where necessary.

The Ministry agrees that it is essential to measure
and track progress being made toward achieving
the goals and performance measures outlined in
the Ontario First Nation, Métis and Inuit Educa-
tion Policy Framework. The Ministry’s approach
is consistent with lessons learned in its successful
student achievement agenda. The Ministry now
has a larger and more representative subset of
Aboriginal student self-identification data. For
the next phase of reporting in 2013 and moving
toward the target of closing the gap by 2016, the
Ministry will engage with Aboriginal commun-
ities to develop a reporting approach that best fits
the current Ontario context.
The Ministry will do the following:
e Engage with key First Nation, Métis and Inuit
partners in fall 2012 regarding its approach
to public reporting of the Aboriginal student



self-identification data in the second
progress report.

e Release baseline voluntary Aboriginal stu-
dent achievement data in spring 2013.

@ Review First Nation, Métis and Inuit student
achievement progress annually.

e Continue to support boards and engage
Aboriginal partners in developing targeted
strategies to support Aboriginal learners.

e Share best practices and refine implemen-
tation processes with boards in the 2013
progress report.

The boards agreed that this recommendation
was very important, with one board stating

that data collection and analysis are critical to
improving achievement, life chances and life
choices for Aboriginal students. This board went
on to note that although individual boards can
use their own data to compare their Aboriginal
student results over time, they have limited
access to provincial results for comparison pur-
poses. A second board stated that it had already
implemented additional, alternative strategies
to support Aboriginal students and that a review
of its data since 2008 demonstrated a continual
increase in achievement for Aboriginal students.
The third board stated that while data collection
and analysis would be very important, the small
sample size that it gathers would make the cor-
relation between the impact of board initiatives
and student achievement unreliable.

FUNDING

Since the inception of the Ontario First Nation,
Meétis and Inuit Education Policy Framework in 2007,
the Ministry has allocated $170 million, primarily
to school boards, for Aboriginal programs over

and above regular school board funding. Almost
$129 million has been provided through the First
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Nation, Métis and Inuit Education Supplement,
and the remaining $41 million was for Framework
implementation funding, as detailed in Figure 4.

First Nation, Métis and Inuit
Education Supplement

In 2007, the Ministry introduced the First Nation,
Métis and Inuit Education Supplement to support
the goal of improved Aboriginal student achieve-
ment as outlined in the Framework. This funding
(per-pupil amount) is intended to help boards
offer and expand Native Language and Native
Studies courses and support programs to assist
Aboriginal students.

The goal of Native Language courses is to
instill Native students with pride in their ancestral
language and to motivate them to use it to com-
municate in their daily lives. Native Studies courses
are aimed at providing all students with a broad
range of knowledge relating to Aboriginal history
and cultures, and are offered at the secondary
school level to both Aboriginal and non-Aboriginal
students. We found that the number of students
enrolled in both Native Language and Native Stud-
ies courses has increased since the supplement was
introduced in 2007.

We reviewed the per-pupil amount, which is
the largest component of the First Nation, Métis

Figure 4: Total Ministry Funding for Aboriginal
Education Programs, 2006/07-2011/12 ($ million)

Source of data: Ministry of Education

|

Per-pupil amount 60.0
Native Studies 38.0
Native Languages 30.6
Total 128.6
Framework Implementation
Implementation funding 35.2
Alternative Secondary School Program 5.6
Total 40.8

Total Funding 169.4
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and Inuit Education Supplement. The per-pupil
amount is allocated to school boards based on the
estimated Aboriginal student population as derived
from the 2006 Statistics Canada census. One of the
school boards we visited had identified, through the
self-identification process, 50% more Aboriginal
students than the number contained in the Min-
istry’s estimate. This illustrates that the information
the Ministry is using to estimate the number of
Aboriginal students at each board may not be up to
date and may not be reflective of the actual student
population. Consequently, if funds had been allo-
cated on the basis of the actual Aboriginal student
population, this board would have received signifi-
cantly more per-pupil funding than it received.

The Ministry intends that school boards will
target this funding to local needs in support of
activities linked to the Framework’s goals and per-
formance measures. However, the Ministry has not
placed any specific stipulations on this funding or
provided any formal guidance on how the funding
is to be spent. According to the Ministry, this pro-
vides boards with the flexibility to determine how
best to allocate resources. In addition, although
the Ministry may have discussed program spending
with board representatives, there is no documented
evidence of such discussions and there is no formal
report-back process from the boards of any con-
firmation that the funds have been used to support
Aboriginal students.

All three school boards we visited could pro-
vide us with a brief explanation of how they had
spent the per-pupil funds. They informed us that
the funds were used for purposes such as paying
salaries for Aboriginal support workers, funding
professional development for teachers, and provid-
ing resources for students making the transition
from on-reserve schools to provincially funded
schools. However, as is consistent with all ministry
grants for student needs, boards are not required to
formally track these expenditures to verify that the
per-pupil funds were used for the benefit of Aborig-
inal students. In addition, the Ministry has not
performed any formal analysis on the $60 million

in per-pupil funding to determine if this funding has
had any impact on Aboriginal student achievement.

Framework Implementation Funding

Framework implementation funding to school
boards is provided to support Aboriginal student
achievement and help boards implement the
Framework. Initiatives under this program include
self-identification policy implementation, student
success projects, professional development for
teachers and student transition programs. School
boards must submit proposals to the Ministry for
projects they plan to undertake and, upon project
completion, are required to submit a report detail-
ing project outcomes.

We reviewed the proposal selection process for a
sample of eight boards and found that there was lit-
tle documented evidence of proposal prioritization
by the Ministry or that a formal scoring system was
used to rank proposals. Also, we were informed that
ministry staff discussed proposals with each other,
but these discussions were not documented and
justification for rejecting proposals was not appar-
ent or communicated to the school boards we vis-
ited. In addition, there was no evidence that funds
were allocated on the basis of either the Aboriginal
student population at each board or documented
need. In fact, of the boards we reviewed, the board
with the fewest Aboriginal students received more
funding than the board with the greatest Aboriginal
student population. On a per-student basis this
worked out to $347 and $73, respectively.

We reviewed a number of project report-backs
to the Ministry and found that the reports did not
include indicators of success even though such
indicators had been defined by the boards in their
proposals. Some of the indicators of success noted
in proposals were to increase Aboriginal student
credit accumulation and participation in extra-
curricular activities. Although the project comple-
tion reports discussed the perceived overall impact
of the projects, none of the reports reviewed directly



addressed the result indicators noted in the related
original project proposals.

We also reviewed the Alternative Secondary
School Program within Native Friendship Centres,
which provides individualized and culturally
appropriate supports to help Aboriginal students
complete their secondary school diploma if they
have previously dropped out of school or have
fallen behind because of life circumstances. The
program is a working partnership between 11
friendship centres, which are not-for-profit corpora-
tions mandated to serve the needs of all Aboriginal
people, and their nearby district school boards. The
district school board is required to provide teachers
and course materials for the program.

The Ontario Federation of Indian Friendship
Centres (OFIFC), a provincial organization repre-
senting the collective interests of friendship centres,
provides administrative oversight of the program.
The OFIFC flows approximately $90,000 in ministry
funding to each friendship centre annually. The
OFIFC collects and sends to the Ministry financial
information and program outcome reports. These
reports demonstrate that the funds were used by
the centres for the purposes intended and provide
information on the centres’ relevant successes and
challenges including enrolment and exit informa-
tion, diplomas and certificates awarded, and credits
attempted and granted. We reviewed the report-
backs for the past three years and noted that the
OFIFC had submitted all the reports as required by
the Ministry. In addition, a 2009 ministry evalua-
tion of the program found that there were increases
in student achievement, credit accumulation and
school retention rates.

RECOMMENDATION 4

To better ensure that funding is allocated based

on the needs of Aboriginal students, the Min-

istry of Education (Ministry) should:

e consider basing per-pupil funding on more
current and reliable Aboriginal student

Education of Aboriginal Students “

enrolment data, as this could result in a
more equitable funding allocation;

e where funding is allocated in response to
board proposals, document the underlying
rationale for the funding and communicate
to boards the justification for accepting or
rejecting their proposals; and

e implement report-back processes not only
to demonstrate that funds are spent for the
purposes intended but also to obtain infor-
mation on the success of different types of
support programs boards are undertaking.

The Ministry agrees to consider the review of
existing funding mechanisms and reporting
procedures. Other funding sources will con-
tinue to be leveraged to support Aboriginal
student achievement.

The Ministry will do the following:

e Examine the feasibility of remodelling the
First Nation, Métis and Inuit Education
Supplement based on available Aboriginal
student self-identification data.

e Work more closely with boards to sup-
port their efforts to promote Aboriginal
student self-identification.

e Ensure that all boards receive feedback on
their proposals, that enhanced reporting
processes are put in place by 2013, and that
impacts on student achievement are con-
sistently evaluated as part of the proposal
evaluation and reporting processes.

FIRST NATION STUDENTS LIVING
ON RESERVES

First Nation Schools

The education of First Nation students living on

reserve is the financial responsibility of the federal

government. Through Aboriginal Affairs and
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Northern Development Canada, the federal gov-
ernment provides funding directly to First Nation
bands to deliver education programs and services.
There are 118 band-operated schools on reserves
in Ontario (80 elementary, 7 secondary and 31
alternative schools). The Ministry informed us that
approximately 12,700 Aboriginal students attend
First Nation schools.

The Ministry’s 2009 progress report, Sound
Foundations for the Road Ahead, identified that
there was a significant disparity between the level
of funding targeted for the on-reserve schools by
the federal government and ministry funding for
provincial schools. In 2011, the Chiefs of Ontario
reported that federal funding was approximately
65% of per-student provincial funding. Research
suggests that this difference in funding has resulted
in schools on reserves being unable to pay competi-
tive salaries to teachers or purchase adequate, up-
to-date resources for students. This has resulted in
on-reserve schools often not being able to provide
the quality of education found in the provincial
school system.

The Education Quality and Accountability Office
(EQAO) may enter into agreements with First
Nations to test students enrolled in band schools. In
the 2010/11 school year, 39 out of 118 First Nation
schools participated in EQAO provincial standard-
ized testing. These tests help First Nation commun-
ities assess whether students in their schools are
meeting provincial standards. We analyzed the most
recent EQAO results and found that, for participat-
ing First Nation schools, there was a gap on average
of 40% from the provincial average for Grade 3 and
Grade 6 students in reading, writing and math.
These results reaffirm a 2004 report by the Auditor
General of Canada and other studies that suggest
that these students may be performing at a level
several grades below that which is appropriate for
their age.

The Ministry has identified early learning as cru-
cial to student success. Even though education for
students who live on reserves is a federal respon-
sibility, many of these students eventually transition

into the provincial education system. We inquired
if the Ministry has worked with the federal govern-
ment to promote early learning for First Nation stu-
dents and were informed that, due to jurisdictional
matters, the province does not have a mandate

to implement programs or undertake research or
assessments with regard to students in on-reserve
schools. Nevertheless, in the 2012 budget, the
government stated that Ontario is prepared to work
together with First Nation communities and the
federal government to share the province’s exper-
tise in delivering education, provided the federal
government supplies the necessary funding for on-
reserve First Nation education.

Tuition Agreements

According to the Ministry, there are approximately
5,700 First Nation students who live on reserves but
attend provincially funded schools. Many of these
students attend provincially funded schools because
the reserve does not have a secondary school. Since
funding for these students is paid by the federal
government to the band council, these students are
not considered to be pupils of the school boards and
therefore the Ministry does not pay the cost of their
education. Therefore, boards are required to charge
band councils tuition fees through negotiated
tuition agreements. Although the Ministry releases
annual fee regulations that outline a base tuition
fee, school boards may charge a fee in excess of

this amount for services such as special education
programs or specific supports. Amounts charged in
excess of the base tuition fee must be agreed upon
by the school boards and First Nation communities
as part of the tuition agreement.

The Ministry does not keep track of the tuition
agreements in place between the school boards and
First Nation communities in Ontario. However, the
Ministry estimates that there are approximately 166
tuition agreements and that school boards collect
about $60 million per year from First Nation com-
munities to educate reserve students in provincially
funded schools.



We identified that there should have been a
separate tuition agreement in place with each of
the 25 First Nation communities sending students
to the three school boards we visited. However, we
noted that there were only 13 agreements in place;
four agreements had expired, and there were 12
instances where no tuition agreements existed.
Nevertheless, we tested a sample of invoices billed
by school boards to First Nation communities and
found that the appropriate base tuition fee was
charged and paid where no agreements existed
and, in general, First Nation communities were up
to date with payments. However, in one case we
found that the school board was charging in excess
of the base fee where it had no authority to do so,
since a negotiated tuition agreement did not exist.
The First Nation community paid the school board
the base fee, but the school board continued to bill
excess fees that totalled $1.3 million over the last
three years. The representative responsible for edu-
cation at this First Nation community indicated that
the inability to agree on the amount being charged
in excess of the base fee was the primary reason a
tuition agreement had not been signed.

There are currently no standard ministry policies
or procedures in place pertaining to tuition agree-
ments. The Ministry, the federal government, the
Chiefs of Ontario and four school board associations
have been working together since 2009 to develop
tuition agreement guidelines. Rough drafts of these
guidelines had been distributed to the school boards
we visited. However, two of these boards were hav-
ing problems negotiating tuition agreements. Both
these boards suggested that if standardized template
agreements could be developed and agreed upon
by the Ministry, the federal government and First
Nation communities, this would greatly facilitate the
process for local boards.

Transition of Students to the Provincial
School System

First Nation students may experience many challen-
ges when they transition from a school on a reserve

Education of Aboriginal Students m

to a provincially funded school—typically moving
from a primary school on the reserve to a provincial
secondary school. For example, some students
living in remote northern communities leave their
families to stay with host families in urban areas

to attend secondary school. This may cause emo-
tional, physical, spiritual and psychological chal-
lenges for the student. As part of the Framework
implementation funding, the Ministry provides
funding for transition projects intended to assist
school boards in providing supports to First Nation
students who live on reserve but attend provincially
funded schools.

In the 2011/12 school year, the Ministry pro-
vided each board with up to $50,000 for Aboriginal
student success projects, including transition pro-
jects. We reviewed the transition projects approved
over the last three years for the boards we visited
and noted that they often include assigning a lead
teacher for First Nation students and setting aside a
room for these students to meet. One of the school
boards we visited had a formalized Aboriginal
transition program that included welcome kits,
assigning a special teacher to transitioning students,
and offering Grade 9 and 10 transition courses.
Overall, we noted that the implementation of transi-
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tion programs was at the discretion of the boards.

We reviewed provincial supports for transi-
tions in other jurisdictions and found that Alberta
and Manitoba had created a number of resources
to help educators with student transitions. For
example, Manitoba Education has released a policy
guide to help school boards identify specific student
needs and develop transition plans. We noted that
one of the Ontario school boards we visited was
drafting a secondary school entrance form for First
Nation students that includes sections pertaining
to educational background (such as attendance,
report card marks, standardized testing results and
strengths in school), as well as any health issues or
behavioural concerns.
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First Nation Student Self-identification

In the 2007 Building Bridges policy guide for
student self-identification, the Ministry identified
four groups under which Aboriginal students could
identify: First Nation (off-reserve), First Nation—
Tuition Paying (on-reserve), Métis and Inuit. How-
ever, in October 2011, the Ministry eliminated the
distinction between on- and off-reserve First Nation
students. The Ministry explained that it had elimin-
ated this distinction because some students were
experiencing self-esteem issues in self-identifying,
some parents did not understand the distinction,
and school staff found it difficult to have students
change their identification when they moved

on and off the reserve. The Ministry stated that
these concerns had been informally reported to it.
However, the Ministry did not assess more formally
whether these concerns were representative of the
First Nation community as a whole or attempt to
alleviate potential concerns before eliminating this
distinction. The Ministry advised us that the data is
still maintained internally and therefore its ability
to target programs to meet the needs of all Aborig-
inal students would not be impaired.

On-reserve First Nation students experience
unique challenges as they transition to schools
in the provincial system. With a significantly
greater achievement gap, we believe students
living on reserve continue to need to be identi-
fied separately so the Ministry, school boards,
schools and First Nation communities can target
specific supports to meet their needs. One of the
school boards we visited during our audit was
reviewing its self-identification policy and planned
to include the First Nation on-reserve category.
This board had determined that student supports
can be better targeted if the board collects and
analyzes student achievement data for on-reserve
students separately.

Even though the Ministry does not analyze stu-
dent achievement data with respect to on-reserve
students, we found that these students continue
to have difficulty transitioning into provincially

funded high schools. For example, in the 2010/11
school year only half of on-reserve First Nation stu-
dents attending provincial schools passed the Grade
10 Ontario Secondary School Literacy Test, com-
pared to the provincial average of 83%. This indi-
cates that all stakeholders, including the Ministry,
school boards, the federal government and First
Nation communities, need to work more effectively
to ensure that the needs of these students are
identified, as more targeted support programs may
be required to ensure that they are given an equal
opportunity to succeed.

Tripartite Agreements

Since 2009, the Ministry has been engaged in
discussions with the federal government and First
Nation communities to formalize education agree-
ments designed to promote collaboration between
all parties on initiatives to improve First Nation
student outcomes. One of these agreements, the
Education Partnership Program, is a federally led
initiative where First Nation communities submit
proposals to the federal government to help
advance First Nation achievement in both First
Nation and provincially funded schools. The pro-
gram supports partnerships between First Nation
and provincial officials who share expertise and
services, and co-ordinate learning initiatives.

Joint initiatives with the federal government
and First Nation communities to improve the
academic achievement of students living in First
Nation communities will not be implemented until
the agreements have been finalized. However, as
of April 2012, the education agreements that the
Ministry has been discussing since 2009 with the
federal government and First Nation communities
had not been finalized.

Eight other provinces, including British Colum-
bia, have signed tripartite education agreements
with the federal government and their First Nation
communities. British Columbia has had an agree-
ment in place since 1999 and reports annually on
Aboriginal education results. It reports that over the



last five years (2006,/07-2010/11) it has reduced
the gap in high school graduation rates between
Aboriginal and non-Aboriginal students by 6%.

RECOMMENDATION 5

In order to improve educational outcomes for
First Nation students living on reserves, the
Ministry of Education (Ministry) and, where
applicable, school boards, should:

e develop standardized template tuition agree-
ments and guidelines that can be used by
all boards and periodically monitor whether
valid tuition agreements are in place with
all bands;

e take a more proactive role to encourage
boards to share best practices to assist with
the transition of students from on-reserve
schools to the provincial education system,;

e separately measure the effectiveness of
initiatives implemented to address the
unique challenges faced by on-reserve
students attending provincially funded
schools; and

e continue to participate in and more pro-
actively engage in tripartite agreement
discussions with the federal government and
First Nation organizations.

The Ministry agrees that support for First Nation
students is essential to close the achievement
gap. The Ministry recognizes that the treaty
and Aboriginal rights of First Nations people
are recognized and affirmed in Section 35 of
the Constitution Act, 1982, and the treaties are a
fundamental part of the relationship among the
First Nations, Canada and Ontario. Therefore,
the Ministry will develop its approach to any
reporting that may reflect on on-reserve schools
in partnership with First Nation communities.
The Ministry will do the following:
e Release the tuition agreement resource
guide by the end of the calendar year

Education of Aboriginal Students 147

2012. Included in the guide are sug-
gested examples of key provisions to be
included in any agreement. The Ministry
will continue to work with First Nation
and district school boards to support their
negotiation processes.

e Identify and share best practices in the
development and implementation of tar-
geted initiatives to support First Nation,
Métis and Inuit student achievement, includ-
ing transition programs, in spring 2013.

e Create and implement successful evidence-
based targeted programs, based on
proven success.

e Develop and enhance successful transi-
tion programs for students moving from
schools on reserve to provincially funded
schools in partnership with boards and First
Nation communities.

e Report on provincially funded activities
undertaken by boards and the Ministry to
support student transitions.

e Continue to work with First Nations
and the federal government to finalize
and implement tripartite agreements as
negotiations proceed.
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All three boards recognized the importance of
helping students with the transition from reserve
schools to the provincial school system. One
board noted that it would support any practice
that encourages integration and the fair treat-
ment of all students within a strong, accountable
system. A second board noted that ongoing
dialogue as well as newsletters and orientation
sessions helped smooth the transition for its
students. The third board noted that many of its
First Nation students leave home, live in a board-
ing home and move to a large secondary school
all at the same time. The board stated that, in
addition to the supports currently in place, it has
implemented a new program designed to provide
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academic supports, a safe space with a caring
adult and a way for students to contact home.

In regard to tripartite and tuition agree-
ments, one board noted that expediting efforts
to finalize the tripartite agreement with the fed-
eral government would be very helpful to school
boards. A second board stated that the develop-
ment of a common tuition template agreement
may be problematic, since this board serves
several First Nations with very different tuition

agreements and formats. The third board stated
that it agrees with the concept of standardized
templates for tuition agreements but has found
that First Nations are reluctant to sign new
agreements until there is a consensus among
all First Nations. The board noted that it would
continue to meet with its First Nation partners
with the goal of finding mutually acceptable
agreements that serve their communities and
students in the best possible manner.



Section

Background

Independent health facilities are located in com-
munities throughout Ontario and provide certain
health services at no charge to patients insured
under the provincially funded Ontario Health
Insurance Plan (OHIP). About 800 facilities provide
primarily diagnostic services (such as x-rays, ultra-
sounds and sleep studies), and about 25 provide
surgery (such as cataract and plastic surgery) or
dialysis. Patients generally require a requisition
signed by their physician in order to receive the
services, and test results, where applicable, are sent
to this physician. Under the Independent Health
Facilities Act, the Ministry of Health and Long-Term
Care (Ministry) is responsible for licensing, funding
and co-ordinating quality assurance assessments of
these facilities.

The facilities are independently owned and
operated, with most being for-profit corporations;
less than 3% are non-profit organizations. The
Ministry estimates that about half are fully owned
or controlled by physicians, many of whom are
radiologists who interpret, for example, x-rays and
ultrasounds. The Ministry pays facility owners a
“facility fee”—an amount for each type of service
provided and/or a contracted amount—for

Chapter 3 Ministry of Health and Long-Term Care

XX113] Independent
Health Facilities

overhead costs, such as rent, staffing, supplies
and equipment.

In the 2010/11 fiscal year, the Ministry paid
$408 million in facility fees. Total facility-fee
payments increased by about 4% per year between
the 2006/07 and 2010/11 fiscal years, primarily
because of increased volume of services (because
the fees paid to facilities for each type of service
remained largely unchanged). The total facility-fee
payments are broken down by type of service in
Figure 1.
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As well, the Ministry pays physicians working in

these facilities—often radiologists—a standard fee
for each service provided, known as a “professional
fee.” The Ministry does not track the total profes-
sional fees paid to physicians for the specific servi-
ces they provide in independent health facilities.

The Ministry contracts with the College of Phys-
icians and Surgeons of Ontario (the professional
oversight organization for physicians in Ontario) to
obtain assurance on the quality of the services pro-
vided by facilities licensed under the Independent
Health Facilities Act. As well, the Ministry conducts
inspections of facilities with x-ray equipment,
including independent health facilities, under the
Healing Arts Radiation Protection Act.

149
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Figure 1: Total Facility Fees Paid, by Type of Service, 2006/07-2010/11 ($ million)

Source of data: Ministry of Health and Long-Term Care

2006/07 2007/08 2008/09 2009/10 2010/11
Ultrasound 129.9 138.0 150.7 166.2 173.0
Radiology (includes x-rays) 116.1 114.6 110.7 113.6 111.0
Nuclear medicine! 39.5 41.6 44.0 42.5 40.8
Sleep studies 29.3 32.8 36.5 39.1 39.6
MRI/CT 5.7 5.7 8.4 8.9 10.0
Pulmonary function studies? 2.1 2.0 2.1 2.3 2.4
Dialysis 9.9 9.8 10.2 11.0 15.2
Abortion 6.4 6.2 6.5 70 71
Ophthalmology 6.4 6.5 6.4 6.4 6.4
Plastic 1.0 1.0 1.0 1.0 1.1
Vascular® 0.9 0.7 0.7 0.8 0.8
Laser* 0.4 0.3 0.4 0.5 0.4
Total 3417.6 359.2 3717.6 399.3 407.8

1. Patient tests using radioactive material (e.g., a small amount is administered and images are taken of where it goes in the body to observe blood flow

through the heart or lungs).
2. Atest to measure a patient’s lung function.
3. Surgery for patients who have problems with their arteries or veins.

4. Surgery using a laser beam to cut tissue or remove a surface abnormality or lesion.

Audit Objective and Scope

Our audit objective was to assess whether the
Ministry had implemented systems and processes
to determine whether independent health facilities
were providing Ontarians with insured services in
a timely and cost-effective manner, in accordance
with legislated requirements. Ministry senior man-
agement reviewed and agreed to our objectives and
associated audit criteria.

Our audit work was primarily conducted at
the Kingston offices of the Ministry’s Independent
Health Facilities Program. As well, we obtained
information from the Toronto offices of the Min-
istry’s X-ray Inspection Services Unit. In conducting
our audit, we reviewed relevant documents,

analyzed information, interviewed appropriate
ministry staff, and reviewed relevant research
from Ontario and other jurisdictions. As well, we
surveyed independent health facilities to determine
whether certain services were available. We also
had discussions with the College of Physicians and
Surgeons of Ontario and the Canadian Nuclear
Safety Commission related to the operation of
independent health facilities in Ontario. Further,
we obtained information and had discussions with
senior management about similar facilities in other
Canadian jurisdictions.

We did not rely on the Ministry’s internal audit
service team to reduce the extent of our audit work,
because it had not recently conducted any audit
work on independent health facilities.



Summary

Our last audit in 2004 found that the Ministry gen-
erally had adequate procedures in place for ensur-
ing that independent health facilities complied
with legislation and ministry policies but noted a
number of areas requiring ministry action. These
included determining the service levels necessary
to meet patient demand, the reasonableness of fees
paid for facilities’ overhead costs, the wait times
for services and which community-based services
should be subject to a quality assurance process.
Since our 2004 audit, the Ministry has taken
action to enhance the oversight of services offered
in independent health facilities. For example, it
has arranged for the College of Physicians and
Surgeons of Ontario (College) to conduct more
frequent assessments of facilities with previously
identified issues; it has also amended the Medicine
Act, 1991 to enable the College to conduct service-
quality inspections of community health clinics that
use anaesthesia (such as those providing plastic
surgery and colonoscopies) but are not covered by
the Independent Health Facilities Act.

Nevertheless, in several other areas the concerns
we raised in 2004 still remain. For example, min-
istry data indicates that patients in about 50% of
Ontario municipalities continue to be underserved
for certain diagnostic services (including radiology,
ultrasound and pulmonary function studies). As
well, even though the Ministry has not increased
the rates paid to facilities for overhead costs since
2006 (in fact, it decreased the rates by 2.5% in
spring 2012), the Ministry has not researched the
current actual overhead costs of providing the ser-
vices. These costs may have changed significantly
because new technology allowing certain tests to
be performed much faster often results in lower
overhead and staffing expenses.

Ensuring timely availability of services and rea-
sonable facility fees are both especially important
because the Ministry’s 2012 Action Plan for Health
Care indicated that a number of less complex

Independent Health Facilities “

medical procedures may be moved from hospitals
into community clinics, such as independent health
facilities. Some of our other more significant obser-
vations include the following:

e Every facility is paid the same amount for
each type of service provided, regardless
of the total number of services the facility
provides. Consequently, larger facilities in
urban areas often benefit from economies of
scale, because certain costs (such as rent and
salaries for reception staff) generally do not
increase proportionately with the number of
services performed. Paying slightly higher
fees in locations with smaller populations
and lower fees in high-density locations, for
example, might encourage more facilities
to service areas that are currently under-
served without affecting the Ministry’s total
facility-fee payments.

e The Ministry generally does not allow facilities
to easily relocate to more underserved areas.

e The Ministry estimated that certain servi-
ces—such as MRIs, dialysis and colonoscop-
ies—were about 20% to 40% less expensive
if delivered in community clinics, including
independent health facilities, rather than
in hospitals.

e Although the Ministry has some information
on facility ownership and estimates that about
50% of facilities are owned or controlled by
physicians, many of whom are radiologists,
it has not analyzed the patterns of physicians
referring patients to their own facilities or
related persons’ facilities. Further, many
patients assume they must go to a facility
listed on their physician’s referral form, when
in fact they can choose a hospital or any facil-
ity that offers the required service. In 2009,
the Canadian Association of Radiologists
noted that as many as 30% of CT scans and
other imaging procedures across Canada con-
tribute no useful information or are inappro-
priate. The Ministry estimated that about 20%
of facility-fee tests are likely inappropriate.
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e Unlike hospitals, facilities are assessed by the

College to help ensure, among other things,
that diagnostic images are correctly “read” by
the physician, who is often a radiologist. How-
ever, as of March 2012, about 12% of facilities
had not been assessed within the last five
years. Even for the assessed facilities, the Col-
lege assessors did not review the work of all
physicians working at each assessed facility.
As of March 2012, the Ministry’s X-ray
Inspection Services Unit (Unit) had not
inspected almost 60% of facilities as fre-
quently as required to ensure that radiation-
producing equipment—for example, x-ray
equipment—was appropriately shielded
to prevent staff and patients from being
exposed to excessive radiation levels.
The Unit and the Independent Health
Facilities Program (Program) areas did not
regularly share information. For example, the
Unit did not have the current location of 12
facilities that had moved, so the Unit had not
inspected whether the radiation-producing
equipment at the new locations for these
facilities was safely installed. Further, the
Unit’s inspection reports on facilities were not
routinely forwarded to the Program.
Although the Ministry has attempted to
improve patient service by introducing two
websites listing, among other things, certain
locations where patients can obtain diagnostic
services such as x-rays and ultrasounds,
neither site lists all locations offering these
services. One of the websites, which lists all
independent health facility locations and ser-
vices, could be made more user friendly:
e ifit had search capability (for example,
by postal code or service) to help patients
locate facilities; and
e ifitincluded information on facility wait
times for those services that historically do
not have same-day access (such as MRIs
and CTs) to help patients who want their
tests as soon as possible.

Detailed Audit Observations

ACTIONS SINCE OUR 2004 AUDIT

Since our last audit in 2004, the Ministry has
undertaken several initiatives related to independ-
ent health facilities, including the following:

e In 2006, the Ministry, in conjunction with
the College of Physicians and Surgeons of
Ontario (College), initiated unannounced
reassessments of some facilities and in 2009
initiated more frequent facility assessments
for facilities with previously identified
significant issues.

e In 2008, the Ministry began receiving from
the College the names of suspended phys-
icians who had worked in facilities.

e In 2011, the Ministry commenced a review of
independent health facility billings to identify
questionable billing practices. This review was
ongoing at the time of our audit.

ACCESS TO SERVICES
Distribution of Facility Services

Before the introduction of the Independent Health
Facilities Act (Act) in 1990, organizations could
offer health services outside of hospitals and charge
patients a fee to cover their overhead costs. When
the Act became effective, any organizations that
were already providing the health services covered
under the Act were “grandparented” if they sent

a facility application to the Ministry and passed a
quality assurance assessment by the College. As a
result, these organizations were permitted to be
licensed for the services they were providing, in the
location where they were providing them at that
time. Once licensed, they could bill the Ministry for
their facility-fee costs, but were no longer permitted
to bill patients for their overhead costs.



Assessing Service Levels
Since grandparenting those facilities in existence
at the time the Act became applicable to them, the
Ministry has approved only six new licences for
facilities that bill the Ministry on a fee-for-service
basis. However, facilities with licences may apply at
any time to provide services they are not currently
licensed to provide, in five service categories (radi-
ology, nuclear medicine, ultrasound, pulmonary
function studies and sleep studies) or their sub-
specialties, including mammography (a radiology
subspecialty) and obstetrical and gynecological
ultrasound (an ultrasound subspecialty). The Min-
istry will approve the request only if the area where
the facility is currently operating is determined
to be underserved for those diagnostic tests or
procedures. The Ministry has divided the province
into a total of 105 areas, primarily municipalities of
varying sizes.

In response to a recommendation in our 2004
Annual Report, the Ministry indicated that its Diag-
nostic Services Committee (with members from the
Ministry, the Ontario Medical Association and the
Ontario Hospital Association) was expected, among
other things, to make recommendations concerning
patient access to diagnostic services in underserved
areas. This Committee was discontinued in 2008,
and according to the Ministry, no such recommen-
dations were ever made.

Independent Health Facilities “

To assist in determining whether an area is
underserved or overserved, the Ministry calculates
the total number of services billed per capita by
hospitals for outpatients and by independent health
facilities in the Ministry-defined areas, and com-
pares these to the provincial average. This calcula-
tion is performed for the five services as well as for
more than 15 subspecialties within those services.
As shown in Figure 2, both hospitals and independ-
ent health facilities perform a significant number of
these services.

The Ministry does not have a benchmark for
what constitutes a reasonable level of per capita
diagnostic services. Therefore, the Ministry has
defined an underserved area as any area providing
less than 70% of the provincial average per capita
service level. An overserved area is defined as any
area providing over 150% of the average per capita
service level. The Ministry determines all other
areas (that is, those providing between 70% and
150% of the average per capita service level) to be
adequately served. The Ministry indicated that,
based on its analysis, overall there is an adequate
supply of the five main services, with about 1,300
services per 1,000 people in Ontario.

But the Ministry has not, for the most part,
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analyzed the distribution of underserved and
overserved areas across the province or over time.
We analyzed the Ministry’s data and noted that,

Figure 2: Number of Selected Diagnostic Services Performed by Hospitals and Facilities, 2010/11

Source of data: Ministry of Health and Long-Term Care

Hospital

Outpatient

Facility

Type of Service Services Services

Radiology (includes x-rays) 4,515,000 3,878,000 8,393,000
Ultrasound 2,152,000 4,267,000 6,419,000
Nuclear medicine! 752,000 432,000 1,184,000
Pulmonary function studies? 593,000 152,000 745,000
Sleep studies 43,000 106,000 149,000

Total

8,835,000

1. Patient tests using radioactive material (e.g., a small amount is administered and images are taken of where it

goes in the body to observe blood flow through the heart or lungs).
2. Atest to measure a patient’s lung function.
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according to the Ministry’s definition, about 50% of
Ontario municipalities (both rural and urban areas)
had been consistently underserved and about 7%
had been consistently overserved from the 2007,/08
fiscal year to the 2010/11 fiscal year. We also noted
that in some cases, an underserved area was next to
an overserved one. For example, one underserved
area with 632 services per 1,000 people in the
2010/11 fiscal year was next to an overserved area
in which 3,299 services per 1,000 people were
provided. The Ministry had not analyzed which
areas it defined as underserved might in fact have
adequate access to services that could be as close
as a few kilometres away in neighbouring areas.
Furthermore, the Ministry’s most recent analysis
of service availability per Local Health Integration
Network (LHIN, the corporation mandated to work
with local health providers to determine the health
service priorities for its region, with the province
being divided into 14 LHIN regions) was conducted
in 2007. At that time, the number of services ranged
from about 1,100 services per 1,000 people in one
LHIN to almost 3,400 services per 1,000 people
in another LHIN. Currently LHINs are responsible
for planning and funding diagnostic services only
in hospitals, but the Ministry indicated that it is
considering the extent to which LHINSs should be
involved with planning and funding diagnostic ser-
vices at independent health facilities in the future.
Furthermore, the Ministry does not age- or
gender-adjust the population statistics used for its
per capita analyses. Because diagnostic procedures
tend to be required more frequently as individuals
age, and some services are more likely to be pro-
vided to women rather than men, factoring in these
demographics would result in more meaningful
results. For example, obstetrical and gynecological
ultrasounds are performed only on women, and
bone mineral analysis is much more commonly
performed on older adults, because bones become
less dense with age. However, all per capita analy-
ses conducted by the Ministry were based on total
populations, and did not consider whether an area’s

population had, for example, a higher percentage of
women or older adults.

The Ministry does not encourage facility owners
to relocate to areas within the province that are
underserved. Consequently, even though popula-
tions in certain areas of the province may have
longer wait times for access to these diagnostic
services, the Ministry’s current method of approv-
ing new services to be offered by existing facilities
may not be addressing the underservicing issue.
The Ministry believes that community hospitals
may be better able to meet local service demands in
sparsely populated areas.

The Ministry indicated that, because independ-
ent health facilities provide only a small portion of
other services such as Magnetic Resonance Imaging
(MRI) and Computed Tomography (CT), its analy-
sis of the per capita levels of these other services by
LHIN generally excludes those provided by facili-
ties. However, we noted that the per capita counts
of CT and MRI machines would rise by at least 10%
to 50% if machines performing the services at the
facilities were included.

Changing Facility Locations

In order to ensure service availability across
Ontario, especially in areas that the Ministry has
determined are underserved, independent health
facilities are required to obtain ministry approval
before relocating their operations. The Ministry
permits facilities to relocate only within their
current Ministry-defined area, or to within five
kilometres of the current location if crossing into
another area. Further, the Ministry will deny any
move if a hospital within one kilometre of the pro-
posed new location objects. As well, the Ministry
will not approve moves from an overserved area
to an underserved area if the move violates any
of these rules. In 2011, the Ministry approved 47
facility moves.

We noted that some Ministry-defined areas
are quite large, whereas other areas are small.
For example, facilities within the city of Ottawa,



which is almost 2,800 square kilometres, have
many more options for where to deliver services
as compared to facilities located within the city of
St. Thomas, which is about 40 square kilometres.
Facilities located in the city of Toronto can move
anywhere within it. We also noted that there were
several donut-shaped areas (generally made up of
the areas surrounding a city) that facilities could
move around in, but they generally could not move
to the city within the centre of the area, and facili-
ties in the centre generally could not move to the
donut-shaped area.

The Ministry indicated that many facility owners
would like to relocate from less populated areas to
more population-dense locations. Consequently,
certain owners have attempted to “leapfrog” from
their current location to a more populated location.
For example, in one case, over a four-year period, a
facility applied to move seven times, two of which
were approved and five of which were denied due
to exceeding both the five-kilometre rule and cross-
ing an area boundary. While these relocation con-
trols are undoubtedly necessary, we expected that
the Ministry would have considered what changes
could be made to encourage facilities to move from
overserved to underserved areas.

Future Independent Health Facility Services

The Ministry has analyzed the cost of providing
certain services conducted in hospitals compared
with the cost of providing those services in the
community and has determined that money could
be saved by moving various services, particularly
less medically complex ones, out of hospitals and
into community-based clinics, such as independent
health facilities. Specifically, the Ministry estimated
that MRIs and dialysis, as well as colonoscopies
and echocardiograms (ultrasounds of the heart),
are less expensive—by a range of about 20% to
40%—if delivered by a community provider rather
than in a hospital. At the time of our audit, most of
these services were more frequently delivered in a
hospital setting than in the community.

Independent Health Facilities “

Ontario’s Action Plan for Health Care (Plan),
released by the Ministry in January 2012, notes
that more routine procedures may be moved in the
future out of hospitals and into community-based
clinics, such as independent health facilities. The
Plan specifically notes that more cataract proced-
ures will be conducted by an existing independent
health facility because the facility can do them at a
lower cost than a hospital can. Although not men-
tioned in the Plan, the Ministry indicated to us that,
in the 2013/14 fiscal year, it expects to increase the
number of MRIs offered in one existing independ-
ent health facility, also at a lower cost than in
hospitals. At the time of our audit, the Ministry had
no other specific plans to move any other services to
community facilities.

RECOMMENDATION 1

To help ensure that Ontarians have timely and
convenient access to required tests and pro-
cedures, the Ministry of Health and Long-Term
Care should:

e better identify areas within the province
where the combined levels of services
offered by hospitals and independent health
facilities indicate that the area is under-
served (for example, by analyzing popula-
tion and gender distribution within each
area and determining the resulting needs for
services); and

e develop ways to help address patient needs
in regions identified as underserved, such
as offering incentives to encourage facilities
to provide services in underserved areas or
reviewing policies that restrict a facility’s
ability to move into underserved areas.

The Ministry is pleased that the Auditor has
referenced the Minister’s Action Plan for Health
Care, which communicates our commitment

to ensuring access for all Ontario residents to
appropriate health-care services, including
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timely and convenient access to required tests
and procedures. Through the Action Plan, more
services will be provided in the community and
under a variety of service delivery models suited
to the service type and community health-care
needs. The Independent Health Facility (IHF)
model of service delivery provides a strong
foundation for moving more diagnostic tests
and procedures into the community.

To support the move of more services into
the community and to ensure that services are
planned and delivered in accordance with local
and regional population needs, the Ministry is:

e actively exploring opportunities for joint
planning between the Local Health Integra-
tion Networks and IHFs to ensure the right

mix and distribution of diagnostic tests and

procedures to meet local health needs and

to better identify areas within the province
where the combined levels of services
offered by hospitals and IHFs indicate that
the area is underserved; and

e enhancing the planning relating to the
volume of services delivered in the com-
munity and closer to home for patients,
with consideration to incentive options to
attract IHF service providers to underserved
areas, as well as reviewing its IHF reloca-
tion policies to better facilitate the move-
ment of diagnostic tests and procedures to
underserved areas.

BILLINGS
Funding Arrangements

Fee-for-service Facilities
Fee-for-service independent health facilities (for
example, x-ray and ultrasound facilities) are paid
a standard facility fee for each type of service
performed. These fees were negotiated between
the Ministry and the Ontario Medical Association
(OMA, the bargaining organization that represents

physicians in Ontario) and are intended to reflect
the approximate overhead cost (including rent,
staffing, supplies and equipment) of performing
each service. The rates are set out in the Schedule
of Facility Fees for Independent Health Facilities.
Each facility fee has a corresponding professional
fee that the physician can charge for performing
the test or interpreting the test results. Professional
fees, which are also negotiated between the Min-
istry and the OMA, are set out in the Ontario Health
Insurance Plan’s Schedule of Benefits. Figure 3 lists
the top five facility fees billed, the volume of each
service, and the corresponding professional and
facility fees per service. The Ministry did not have
information available on the total professional fees
billed for these services.

Between 1992 and 2005, the Ministry made
some across-the-board decreases and one increase
to the Schedule of Facility Fees for Independ-
ent Health Facilities. From 2005 on, no changes
were made until May 2012, when the Ministry
implemented a 2.5% across-the-board reduction in
facility fees and a 5% reduction in their associated
professional fees “in recognition of the latest evi-
dence, improvements in technology, and changes
in standards of care.” Reductions were also imple-
mented for certain other service fees, such as those
for colonoscopies.

All facilities are paid the same amount for each
service, no matter where the facility is located
or how many services it provides. Consequently,
larger facilities can benefit from economies of scale
because certain costs, such as rent and the salaries
of reception staff, do not increase proportionately
with the number of services performed.

A 2000 report produced by the Committee on
Technical Fees (members of which included the
Ministry, the OMA and the Ontario Hospital Asso-
ciation) noted that “cost reimbursement should be
used as the underlying principle for the funding of
technical components of diagnostic services” and
acknowledged that most of the facility fees had not
been set through a rigorous costing process. The
Committee suspected that with the introduction of



Independent Health Facilities

Figure 3: Top Five Total Facility Fees Paid, 2010/11, and Associated Fee Levels

Source of data: Ministry of Health and Long-Term Care

2010/11

As of April 1, 2011 ($)

Type of Service

Chest radiology (x-rays—2 views) 20.0 826,000 24.18 11.30
Ffelwc uItraspund—compIete (physician present at 177 355,000 50.00 3230
time of service)

PeIY|c ultrasou'nd—complete (physician not present 16.4 328,000 50.00 2490
at time of service)

Sleep study (initial diagnostic) 15.5 41,000 380.25 128.30
Ultrasound of vagina or rectum 14.6 291,000 50.00 24.20

new technology and equipment (which make some
services less time-consuming to perform), some
fees did not accurately reflect the costs, and noted
that there was a lack of information on the extent
to which fees deviated from actual costs. Therefore,
the Committee recommended that the fee schedule
be reviewed as soon as possible, and suggested that
an appropriate costing methodology would ideally
incorporate factors such as the economies of scale
available to high-volume facilities.

In our 2004 Annual Report, we recommended
that the Ministry “objectively determine the current
cost of providing each type of service and examine
the relationship between the volume of services
provided and the costs of providing services.” At
that time, the Ministry indicated that the Diagnos-
tic Services Committee would be reviewing this
area. But this Committee was discontinued in 2008,
without completing any such analyses, making any
related changes to the fee schedule or doing any
work to assess the current overhead costs of run-
ning a facility.

The Ministry did, however, provide us with a
2008 Jurisdictional Comparison of Medical Imaging
Systems prepared by another province involving
five Canadian jurisdictions, using data from the
2006/07 fiscal year. The comparison found that, at
that time, Ontario’s facility fees were often lower
than fees paid by other provinces. However, the
Ministry has not investigated whether this is still
the case, using updated data on the other jurisdic-

tions’ fee levels. We noted that both British Colum-
bia and Alberta provided a range of services, both
surgical and diagnostic, in community clinics but
they did not have separate professional and facility-
cost fees; rather, the entire payment was combined
in one fee. We compared the combined facility and
professional fees paid in Ontario for three services
to the fees paid for the same services in British Col-
umbia and noted that the Ontario fees were within
6%, more or less, of the fees paid there.

In April 2011, the Ministry requested that
the OMA (representing physicians), the Ontario
Hospital Association (representing hospitals) and
the Coalition of Independent Health Facilities
(representing facilities) submit facility-fee funding
options to it by October 2011. The Coalition’s
response did not suggest any funding options;
it focused on structuring future funding discus-
sions. Neither the OMA nor the Ontario Hospital
Association submitted options, although both were
given an extension until March 2012 to do so. The
Ministry indicated that it did not expect any further
submissions relating to facility fees from the OMA
or the Ontario Hospital Association, because the
renegotiation of the Physicians Services Agreement,
which sets out compensation for physicians, was
the key priority in 2012.

As previously noted, the Ministry will not
approve new services for a facility if the area is
overserved for the services in question. But facilities
can increase the number of services they currently

Chapter 3 * VFM Section 3.06
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provide at their existing locations by purchasing,
without ministry approval, additional diagnostic
equipment—the Ministry’s licence with facilities
requires only that they inform the Ministry within
30 days of new equipment being purchased. More
equipment leading to more services being provided
results in the Ministry paying more facility and
professional fees. But if the facilities providing the
services are in an underserved area, the area bene-
fits from the increased service availability.

In contrast to the unlimited number of services
that facilities can receive payment for, laboratories,
which are also funded on a fee-for-service basis, are
subject to a provincial maximum funding level for
all labs across the province as well as a maximum
that applies to each laboratory.

Negotiated Contract Facilities
The Ministry funds 35 facilities, including facilities
performing MRIs and cataract surgery, through
negotiated contracts for providing an established
volume or number of hours of services. If a facil-
ity performs fewer services than the contracted
amount, the Ministry reduces the facility’s fund-
ing. Facilities performing more than the contract
amount do not receive additional ministry funding.

The contracted dollar amount (based on volume
and hours) for facilities that were “grandparented”
when the legislation was introduced was deter-
mined through negotiations between the Ministry
and the facilities. Subsequently, in seven cases, the
Ministry approved MRI and CT services, which had
not previously been covered under the Act, through
a competitive process. For other new services,
such as cataract surgeries, the Ministry negotiated
directly with known providers, as permitted under
the Independent Health Facilities Act. In all cases,
subsequent contracts are negotiated between the
Ministry and each facility.

In 2004, the Ministry established an Expert
Panel to help improve, among other things, access
to, and the quality and efficiency of, MRI and
CT services in hospitals and independent health

facilities. The Panel’s 2005 report indicated that
these services were not being delivered efficiently.
In the case of MRIs, this was primarily due to the
Ministry’s having allocated a longer-than-necessary
time for certain types of MRI procedures and pay-
ing facilities for rerunning MRIs when the facility
made an error. In the case of CT scans, the report
indicated that the tests should take 20 minutes
regardless of which body part is being scanned,
whereas the contract rates were based on estimated
times per service that were, on average, more than
60% longer. The Ministry told us that it did not

at that time consider the rate reductions for CT
scans suggested by the Panel to be appropriate for
facilities, although it had no analysis supporting its
conclusions. When renegotiating five-year contracts
between 2007 and 2009 for the five independent
health facilities performing MRIs, the Ministry
again did not consider the Panel’s recommenda-
tions. On the other hand, a couple of years after
these contracts were negotiated, the Ministry did
approach these MRI facilities regarding a rate
reduction. While some of them agreed to reduced
rates, the others refused. The Ministry continued to
pay these facilities at the 2007 contract rate while
paying the other facilities the reduced rate. The
Ministry indicated that it expected to negotiate a
reduced rate with the other facilities when the con-
tract is renewed in 2012.

With most negotiated contracts, the Ministry
does not periodically confirm that the rates paid are
reasonable. Although it might not be practical to
always conduct a competitive process, the Ministry
could, for example, periodically obtain information
from other jurisdictions or otherwise periodically
review costs to help obtain assurance on the rea-
sonableness of the rates. Because facility fees are
not being periodically reviewed, there is a risk that
some services are increasingly expensive to provide,
but more of a risk that technological improvements
have resulted in facility fees significantly exceeding
the actual cost of performing the services.



Referrals for Service

Patients generally require a physician’s referral

in order to obtain services from an independent
health facility. The Health Council of Canada indi-
cated in its 2010 report Decisions, Decisions: Family
Doctors as Gatekeepers to Prescription Drugs and
Diagnostic Imaging in Canada that increased access
to diagnostic imaging has “allowed for increased
use of diagnostic imaging, some of which may be
considered over-use.” The report noted research
indicating the overuse of diagnostic imaging, but
concluded that it is difficult to say why and by how
much. In this regard, the Canadian Association of
Radiologists’ website notes that as many as 30%

of CT scans and other imaging procedures across
Canada contribute no useful information or are
inappropriate. Studies from other jurisdictions also
indicate the incidence of potentially inappropriate
imaging. On the basis of studies in two other juris-
dictions, the Ministry estimated that about 20% of
facility-fee billings in Ontario are likely inappropri-
ate—for example, due to unnecessary testing.

In some cases, the physician referring the
patient is the physician who performs the service,
or otherwise works at or owns the facility to which
the patient is being referred. This is called “self-
referral,” because the physician is referring the
patient to him- or herself. Physician self-referrals
can improve patient care in certain situations: for
example, ultrasounds of the eye may be ordered
and completed by an ophthalmologist to help
diagnose and treat suspected eye disease earlier.
However, various studies, including a Journal of
the American Medical Association article published
in 2012, have indicated that “evidence continues
to mount showing that physicians with ownership
stakes in imaging equipment are more likely to refer
their patients for imaging tests than physicians who
send their patients to radiologists for independent
imaging.” The article further noted that “when
physicians can refer to scanners they own, [and]
there is no third-party oversight, they might be
making subconscious decisions to image.”

Independent Health Facilities “

One condition for maintaining a licence for a
fee-for-service facility is ministry approval of any
changes in the facility’s controlling ownership; in
the calendar years 2008 through 2011, more than
175 such changes were approved. Facilities are
required to confirm ownership every five years as
part of their licence renewal. In addition, some
owners forward documents indicating the date
on which changes were made in share ownership.
However, the Ministry does not otherwise peri-
odically ask facilities to confirm ownership by, for
example, having owners tick a box on a form and
sign if ownership has not changed or state chan-
ges in writing and sign. As a result, the Ministry
spends extensive administrative effort in tracking
ownership structures.

Although the Ministry estimates that about half
of Ontario’s facilities are fully owned or controlled
by physicians, it has not analyzed patterns of refer-
rals by these physicians to their own facilities. The
Ministry also does not have information on whether
the physicians who refer patients to a given facility
have a spouse or other direct relative who owns
part or all of the facility. The Ministry could use a
form confirming ownership to also periodically con-
firm whether the owner(s) or any of their immedi-
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ate family are physicians.

In May 2012, the Ministry proposed to pay only
50% of the facility and professional fees for services
where a physician referred a patient to the clinic
the physician worked at. The Ministry had not,
however, estimated the impact of this 50% reduc-
tion on independent health facilities, although
ministry documents indicate that some facilities
might be forced to close operations and that there
was a potential reduction in the quality and safety of
imaging or testing services because clinics might use
“shortcuts” to reduce costs in order to remain viable.
Furthermore, the Ministry generally did not have
any information on what might be a reasonable
proportion of self-referral tests and what proportion
appeared excessive and thereby warranted follow-
up. In June 2012, in response to concerns raised
by the Ontario Medical Association, the Ministry
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announced that it was establishing a panel to review
physician self-referrals and would wait for the
panel’s recommendations before changing the fees
related to self-referrals.

Verifying Billings

As shown earlier in Figure 1, total payments to
facilities have increased by about 4% a year, from
$348 million in the 2006/07 fiscal year to $408 mil-
lion in 2010/11. In particular, facility-fee payments
for diagnostic services increased by about 4% a
year, from $323 million to $377 million. However,
ultrasound services increased by 7% a year, from
$130 million to $173 million, over this time period.
More specifically, with 12 ultrasound services,
both numbers of services performed and payments
increased by more than 50% between 2006/07 and
2010/11. For example, the number of ultrasound
billings under the code “miscellaneous extremities
charge per limb” increased 130% from 2006,/07
to 2010/11 or over 20% per year on average, from
a total of $2.9 million to $7.5 million. Facility fees
have changed very little, so most of this change was
due to increases in the volume of services provided.
Total payments for contracted services (such as
dialysis and abortions) increased from $31 million
in 2006/07 to $41 million in 2010/11. The biggest
increase was due to the Ministry providing one-time
funding in 2010/11 for the replacement of about 70
dialysis machines at the facilities offering dialysis ser-
vices. Although the Ministry reviews service volumes
and their effect on total costs to some extent for con-
tracted services, it has not reviewed the reasons for
changes in the volume of fee-for-service payments.
The Ministry indicated that historically it has
informally identified (for example, through com-
plaints and assessments of facility expansion appli-
cations) questionable facility billing practices a few
times a year, resulting in about one referral a year
to the Ontario Provincial Police. In November 2011,
the Ministry began a claims integrity project, which
involved reviewing the data on facility-fee claims
for the 2010/11 fiscal year. This review identified

that about 25% of operating facilities had some
unusual billing patterns. For example, five facilities
were billing more than 500 and up to 2,200 com-
bined head and pelvis ultrasounds on the same visit
for patients, whereas most facilities billed fewer
than 50 of this ultrasound combination. Accord-
ing to the Ministry, this diagnostic combination is
expected to occur only rarely, because few patient
conditions can be diagnosed by using it. Despite
this being a good analysis, the Ministry believed
that many of the unusual billings could be resolved
through educating facilities on appropriate bill-
ing practices and indicated that it was developing
educational materials that would be shared with
facilities starting in fall 2012. In addition, although
the Ministry provided us with a list of potential
additional data analyses that might identify other
inappropriate billing practices, no plans were in
place to conduct such analyses.

The Ministry provides the College of Physicians
and Surgeons of Ontario with detailed information
on the services billed by each facility. However,
the College informed us that although it does
receive patient-care data from the Ministry, this
information is not provided to assessors and that
the assessors’ role does not include any claims
verification processes. Rather, the College indicated
that assessors are provided with only the number
of patients who received a particular service within
a particular time—for example, the previous few
months. The College’s assessors select a sample of
procedures performed on patients based on infor-
mation provided by the facility visited to ensure,
among other things, that each has an appropriately
authorized requisition from a physician. However,
the assessors do not test whether the procedures
billed to the Ministry were actually performed. We
also noted that the Memorandum of Understanding
between the Ministry and College did not state that
assessors were expected to check facility billings to
the Ministry, either by using data from the Ministry
or by any other method.

Facilities are to send the Ministry information on
when physicians start or stop working at the facility.



The Ministry indicated that it will pay only those
billings from a facility that relate to physicians who
are listed as working at that facility. Physicians

sign the form that facilities submit that states the
physician’s start date, but when facilities submit the
form that states a physician has left, the physician
generally does not sign the form, nor is a departure
date indicated. As well, every facility fee billed to
the Ministry generally should have a correspond-
ing professional fee billed by the facility physician
who interpreted the diagnostic test or, in the case
of surgery, performed the procedure. The Ministry
indicated that it does not periodically reconcile or
spot-check the facility fees and the professional fees
billed by facility owners and physicians, respect-
ively, to identify discrepancies.

RECOMMENDATION 2

To enhance the cost-effective management of
the Independent Health Facilities Program, the
Ministry of Health and Long-Term Care should:

e periodically review the fee it pays to
independent health facilities (to cover staff-
ing, equipment and other overhead costs)
by assessing the actual costs of the services
and by making periodic comparisons to
other jurisdictions;

e consider alternatives for better managing
the volume of fees chargeable by facili-
ties in overserved areas, such as requiring
these facilities to obtain ministry approval
before increasing capacity by buying
more equipment;

e consider requiring facility owners to declare
all potential conflicts of interest to the Min-
istry, and periodically review billing data
to identify facilities with unusual billing
patterns, including billings resulting from
unexpectedly high levels of self-referrals of
patients by physicians who own or work at
that facility, or who are related to someone
who owns the facility—and follow up with
these facilities; and

Independent Health Facilities “

e for selected services, periodically verify that
facilities have billed the Ministry only for
services provided to patients—for example,
through matching facility billings to phys-
ician requisitions or to the associated phys-
ician’s professional fees for the same service.

The Ministry will consider the feasibility of
conducting an inter-jurisdictional review and
a relative-value-to-cost analysis of the tech-
nical fees that it pays to Independent Health
Facilities (IHFs).

The Ministry agrees that information about
equipment that is purchased by IHF operators
is of interest. In this regard, the Ministry estab-
lished a grant program in the 2011/12 fiscal
year to assist IHFs in the purchase of digital
equipment and is considering a second year of
grant funding for this purpose. Furthermore,
the Ministry is considering capacity planning at
the local level involving the Local Health Inte-
gration Networks, as well as possibly requiring
approval prior to capacity expansion by IHFs
operating in overserved areas.

©
S
o™
=
=5
=
(7}
@
v
=
o
>
L]
o™
3
[}
e
=
<
=
o

The Ministry is concerned about self-referral
and ensuring appropriate utilization of diagnos-
tic and imaging services in Ontario, including
services rendered in physician-owned facilities.
The Ministry’s Expert Panel on Appropriate
Utilization of Diagnostic and Imaging Studies is
expected to make recommendations in fall 2012
regarding the appropriate utilization of diag-
nostic and imaging services rendered in vari-
ous professional settings, including IHFs. The
recommendations, when received, will be fully
reviewed with the Ontario Medical Association
and actions will be formulated to address issues
relating to self-referral and appropriate utiliza-
tion in Ontario, including in the IHF sector. As
well, the Ministry agrees that the level of phys-
ician ownership or material interest in an IHF
business operation is of interest and is actively
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exploring mechanisms to require that physicians
report this information.

In addition, the Ministry is taking further
action to implement processes to monitor and
manage utilization through proactive claims-
data analyses, provider outreach and education,
clinic audits, and payment recovery processes.
The clinic audit process would include verifica-
tion processes to ensure that facilities have
billed the Ministry only for services they have
provided to patients.

PERFORMANCE MONITORING

College of Physicians and Surgeons of
Ontario Quality Assurance Assessments

To help ensure the quality of services, all facilities
are required under the Act to have a quality adviser,
who is responsible for advising the owner about the
facility’s quality and standards of services. Facility
owners who are physicians may appoint themselves
as the facility’s quality adviser. To obtain independ-
ent assurance on the quality of the services pro-
vided by facilities, the Ministry has entered into a
Memorandum of Understanding (MOU) with the
College of Physicians and Surgeons of Ontario (Col-
lege), the professional oversight organization for
physicians in Ontario. Under this agreement, the
College is to conduct quality assurance assessments
of the services provided by facilities using “Clinical
Practice Parameters and Facility Standards” (Stan-
dards) developed by the College.

The assessments are conducted by College-
appointed assessors—usually a team of one phys-
ician and one technologist who have experience
in the facility service(s) being assessed. Assessors
generally spend about a day at a facility and then
submit a report to the College. This report indicates
whether the facility met the Standards and provides
detailed observations to support the conclusion,
as well as recommendations for improvement if
needed. Once reviewed by the College, the report is
forwarded by the College to the Ministry.

If the facility does not meet the Standards, the
report is reviewed by the Ministry’s medical con-
sultant, who advises the Ministry on any additional
actions that should be taken. When requested to
do so by the Ministry, the College will conduct a
reassessment, and occasionally focused assess-
ments to follow up on certain issues. The Ministry
may act to suspend or revoke licences based on the
assessment report’s recommendations.

The Ministry paid the College about $1.5 million
for conducting the quality assurance processes at
facilities, which included more than 200 facility
assessments in the 2010/11 fiscal year. At the time
of our audit, the Ministry and the College were
negotiating a revised MOU, which was expected
to require the facilities to pay the College for
conducting assessments, rather than the Ministry
paying the College.

Determining Assessor Independence
Because assessors must have experience in the area
that they are reviewing, most of the physicians and
technologists who perform facility assessments
for the College regularly work in hospitals and/
or independent health facilities. To help prevent
potential conflicts of interest between an asses-
sor and the facility that he or she is assessing, the
College verbally asks assessors if they have any
potential conflicts (after providing examples of
what would constitute a conflict, such as being
related to someone or having previously worked
with someone at the facility to be assessed). Asses-
sors are generally not permitted to assess a facility
with which they have a conflict. However, the Col-
lege does not require assessors to sign a document
declaring that they have no conflicts.

Although the College is responsible for
appointing facility assessors, because of the com-
petitiveness of certain facilities, facilities have the
option to reject an assessor and have an alternate
appointed in certain situations (such as potential
conflicts of interest). The College informed us that
facilities exercise this option about 2% of the time.



Scheduling Assessments
The Ministry uses its database, which includes the
dates of all facility assessments and reassessments,
to identify which facilities it will request the Col-
lege to assess during the next year. The Ministry’s
general policy is to have each facility assessed every
five years. It provides that year’s list to the College,
which is responsible for scheduling assessments
with each facility.

We found that, as of January 2012, the College
had not assessed within the previous five years
about 12% of the facilities that should have been
assessed. The Ministry indicated that assessments
could be delayed for various reasons, including a
lack of assessors with service-specific knowledge
(for example, the College indicated that assessors
for sleep study clinics are difficult to find because
fewer people specialize in this area) and facilities
postponing assessments because of proposed moves
to other locations.

In our 2004 Annual Report, we recommended
that the Ministry consider having the College
perform at least some assessments without
advance notice. At the time of our current audit,
facilities were always provided with at least six
to eight weeks’ notice so that they could prepare
for the visit. (Reassessments may be unan-
nounced, as discussed further under Following Up
on Assessments.)

Conducting Assessments and Reporting

Assessment Results
The College’s assessors use a checklist based on the
College’s “Clinical Practice Parameters and Facility
Standards” (Standards) to conduct their assess-
ments. The Ministry has a copy of the Standards but
generally does not receive a copy of the checklists
used. To complete the checklist, assessors select
and review a sample of test images (in the case of
diagnostic facilities) and/or patient charts, surgical
notes, and so on (in the case of dialysis and surgical
clinics); where possible, they also observe tests
being performed on patients. We noted that the
College’s sampling guideline recommended using

Independent Health Facilities m

the same minimum sample sizes (between 10 and
15 per type of service provided, depending on the
type of facility) for all facilities providing a particu-
lar service, regardless of the number of procedures
provided by the facility. We also noted that the
assessors’ approach to choosing this sample did not
ensure that they reviewed the work of all profes-
sionals at the facility.

After it receives the assessors’ report, the Col-
lege is to report assessment results to the Ministry
within three to 20 business days, depending on
the seriousness of the assessment results (these
time frames were implemented in 2005). We noted
that the College generally met these deadlines in
the 2010/11 fiscal year. But there is no established
deadline by which assessors must report results to
the College. We noted that the time between the
assessment date and the date that the Ministry
received the assessment results from the College
was a median of 47 days in the 2010/11 fiscal
year, with 90% of reports being received within 84
days. Most of this longer time frame was the time
between the assessment date and the College’s
receipt of the report from the assessor.

The assessment results provided to the Ministry
rate facilities on a scale of one (the highest rating:
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the facility is following the required standards, and
there are no recommendations) to five (the lowest
rating: patient care is at risk, and recommendations
may include the immediate closure of the facility).
Between January 2007 and January 2012, more
than 80% of the approximately 1,100 facilities that
were assessed were rated as meeting the standards
with few or no significant recommendations (that
is, the facilities received one of the top two ratings).

Following Up on Assessments
The College generally determines whether facilities
require any additional follow-up after an assess-
ment, based on feedback from its assessors. Follow-
up can range from requiring the facility to forward
documents, such as an action plan detailing how it
will address identified deficiencies, to the Ministry
requesting the College to conduct a reassessment.
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Reassessments are generally conducted three
months to a year after the original assessment,
based on the College’s judgment. Six facilities were
reassessed in the 2010/11 fiscal year.

In our 1996 and 2004 Annual Reports, we
noted that the Ministry and the College had not
agreed on timeframes for the College’s follow-up
activities, and recommended that the Ministry
update its Memorandum of Understanding with the
College to incorporate such timeframes. However,
no timeframes were in place at the time of our
current audit.

The Ministry can ask the College to conduct its
planned reassessments on an unannounced basis.
In these cases, the College either sends assessors
in completely unannounced or notifies the facility
that an assessment will be conducted within the
next month, without providing a specific date. We
noted one case where the facility denied the asses-
sors entry on two “unannounced” occasions in 2010
before providing access in March 2011, even though
the Independent Health Facilities Act states that all
facility owners are required to co-operate fully with
assessors. However, the Act has limited penalties for
refusal to co-operate, and the College told us that it
does not have any authority to impose penalties in
this situation.

In the 2009/10 fiscal year, to obtain more
assurance that facilities with previously identi-
fied and rectified problems were continuing to
meet standards, the Ministry asked the College to
assess certain facilities every two to three years,
rather than the standard five years. In the 2010/11
fiscal year, the College conducted 26 of these
mid-cycle assessments.

Inspections Conducted by the X-ray
Inspection Services Unit

While the College’s standards require facilities
to check radiation-producing equipment every
six months, the Ministry is responsible under the
Healing Arts Radiation Protection Act (HARP Act)
for periodically inspecting a facility’s radiation-

producing equipment, including primarily the
equipment used to perform x-rays but also the
equipment used for CT scans and fluoroscopy
(which involves a series of x-rays that produce a
continuous moving image on a monitor, giving,

for example, a picture of the movement of contrast
dye through a patient’s body). The Ministry’s X-ray
Inspection Services Unit (Unit) is responsible

for these inspections, as well as for ensuring

the appropriate initial installation of radiation-
producing equipment (for example, sufficient lead
in the walls for shielding). The Unit also ensures
that x-ray equipment does not produce radiation
in excess of standards set out in the HARP Act.
Radiation produced by CT equipment is not
reviewed by the Unit because there are no similar
standards for CT equipment.

The Unit is responsible for inspecting just over
7,600 locations—including hospitals, dental sites
and more than 450 independent health facili-
ties—with radiation-producing equipment. In
the 2011/12 fiscal year, the Unit inspected a total
of nearly 1,700 locations, including about 70
independent health facilities.

The Unit has four inspectors who perform
announced visits that are scheduled using
risk-rankings for the various types of facilities.

For example, independent health facilities are
required to be assessed within one year of opening
a new location and every two to three years after
that, unless they receive a ranking of “bad” as

a result of an inspection, in which case they are
inspected annually until the situation is rectified.
Ministry policy is to inspect all radiation-producing
equipment at new locations and about 25% of

the equipment at established locations. The Unit
cannot easily determine the percentage of facility
equipment tested because it did not document all
equipment in use at the inspected facilities. We
also noted that ministry policy does not indicate
that inspectors should ensure that all equipment is
tested over time; rather, the policy indicates that
higher-risk equipment, such as fluoroscopy equip-
ment, should be tested.



We reviewed the data from the Unit’s inspec-
tion database and found that as of March 2012,
almost 60% of the independent health facilities
had not been assessed within the Unit’s prescribed
time frames. Furthermore, the Ministry could
not determine how many of these facilities were
new or how many had been rated as “bad” in their
last inspection.

The Unit does not rely on the work of other over-
sight entities, including the Canadian Association
of Radiologists, the Ontario Association of Radiolo-
gists and the Ontario Breast Screening Program,
all of which review certain types of radiation-
producing diagnostic imaging equipment, including
equipment in independent health facilities. The
work of these organizations might enable the Unit
to reduce its time at some facilities and focus its
efforts on facilities and/or equipment that are not
otherwise being tested.

The Ministry had no policies or procedures on
what type of information should be exchanged
between the Unit and the Ministry’s Independent
Health Facilities Program; rather, communications
occur at the discretion of staff in each ministry
area. We noted that minimal communication or
exchange of information took place between the
Unit and the Program. For instance, the Unit’s
inspection system and the Program’s database were
not linked, and although the Ministry indicated
that data comparisons to identify discrepancies
could be conducted manually, this has not been
done. As a result, for example, the Unit incorrectly
categorized almost 40 independent health facilities
as dental offices, which are generally inspected
every five years rather than every three years for
independent health facilities. The Unit also had two
facilities that were actually open incorrectly listed
as “closed” and did not have current information on
12 facilities that had moved more than a year previ-
ously. Furthermore, the Unit’s inspection reports
were not forwarded to the Program—although the
inspection staff told us that they would inform the
Program of any significant issues.

Independent Health Facilities m

Ministry Monitoring

Suspensions and Revocations of Licences
The Independent Health Facilities Act (Act) states
that the Ministry can revoke, suspend or refuse to
renew a facility’s licence for a variety of reasons.
Problems can include quality assurance issues
(such as equipment requiring maintenance) and
operational issues (such as facilities operating
out of unapproved locations; ceasing to operate
for at least six months without taking reasonable
steps to prepare to reopen; or transferring over
50% of a facility’s ownership without obtaining
ministry approval).

The Act allows the Ministry to immediately
suspend a facility’s licence if there is an immediate
risk to a patient’s health or safety. We noted that
the last suspension occurred in 2011. The Ministry
indicated that in most cases, there is no immediate
risk to patients. In these cases, under the Act, the
Ministry issues a “proposal to suspend” a facility’s
licence, an approach that provides the facility with
time to correct any identified quality assurance
problems in order to avert a licence suspension.
Between January 2007 and January 2012, the
Ministry issued such notices to 32 facilities. The
Ministry ultimately suspended seven for not taking
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the required corrective action on a timely basis.

The Ministry can revoke the licence of sus-
pended facilities that do not correct identified
problems, as well as facilities with operational
issues. The Ministry’s records indicated that six
licences were revoked from January 2007 through
January 2012. Most of these revocations occurred
because the facility had ceased operations for more
than six months and did not make sufficient efforts
to reopen.

When the Ministry proposes to suspend or
revoke a licence, the Act allows the facility owner
15 days to request a hearing with the Health
Services Appeal and Review Board. Facilities that
request a hearing can continue to provide services
to patients and bill the Ministry until the Board
makes a decision. We noted that between January
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2007 and January 2012, facilities requested hear-
ings regarding seven proposals to revoke. Of the
21 hearing requests that were resolved between
January 2007 and January 2012, 17 were settled
between the Ministry and the facility owner before
the Board reached a decision, three were not
pursued by the facility owner, and the Board made
a decision on the remaining one. Most of the 17
that were settled involved three facility owners.
We also noted that the average time from request
for hearing until resolution was about five years
for quality assurance issues and two years for
operational issues.

Even though the Act gives the Ministry signifi-
cant discretion regarding whether or not to license
facilities if it has reasonable grounds to believe that
a facility is not being operated in accordance with
the law or with honesty and integrity, this provision
is rarely used. For example, the Ministry licensed
an owner to provide a new service even though
ministry staff had identified significant concerns
about this owner’s billings the year before (a full
investigation of the billings irregularities was still
under way when the owner was licensed for the
new service).

Other Monitoring Activities
The Ministry is made aware of activities or circum-
stances that constitute a contravention of the Act in
a number of ways, including complaints by the pub-
lic and other facility owners. However, the Ministry
has no information about complaints made directly
to facilities. The Ministry tracks the complaints
it receives (mostly from the public) that indicate
quality-of-care deficiencies or other violations of
the Act. About 35 such complaints were tracked in
2011, with over half pertaining to quality assurance
issues such as equipment not being disinfected
between patients and facility staff not behaving
professionally. The Ministry’s complaint follow-up
activities varied depending on the nature of the
complaint. For example, in two cases the Ministry
asked the College of Physicians and Surgeons to

conduct a focused facility assessment to review
the issues.

The Ministry also conducts other administrative
activities to ensure compliance with the Act, some
of which may involve time-consuming processes.
For example, as previously noted, ministry staff
make extensive efforts to track information on facil-
ity owners. And every month, ministry staff manu-
ally review a report on facility billings, track which
facilities have not billed in the previous six months
and send a letter to those facilities. The letter asks
the facility to either confirm that it has ceased oper-
ations or provide the steps it is taking to reopen.

A follow-up letter is issued after an additional six
months if necessary, and if billings do not begin
again, more progressive actions, such as a proposal
to revoke the facility’s licence, are undertaken.
Between January 2007 and January 2012, the Min-
istry sent about 200 letters regarding 100 facilities
that did not bill for at least six months.

While these may be worthwhile efforts, we
expected that the Ministry would have assessed
whether its time might be more effectively used
following up on those facilities with unusual
or possibly inappropriate billing practices, as
discussed previously.

RECOMMENDATION 3

To better ensure that independent health facili-
ties are providing services according to quality
medical standards established by the College of
Physicians and Surgeons of Ontario (College)
and are meeting other legislated requirements,
the Ministry should:

e work with the College to ensure that every
facility is inspected at least once between each
five-year licence renewal for that facility;

e consider including additional expectations in
its Memorandum of Understanding with the
College, such as:

e requiring assessors to review the quality of
each physician’s work at the facility; and

e requiring that assessment results for
facilities with significant issues be more



promptly reported to the Ministry after
the assessment;

e consider, when next reviewing the
Independent Health Facilities Act, adding
penalties for facility owners who refuse
access to the College’s assessors when they
arrive unannounced;

e develop policies and procedures to improve
information-sharing between the Ministry’s
Independent Health Facilities Program and
its X-ray Inspection Services Unit, includ-
ing information on the location of facilities
offering x-ray services as well as information
on inspection results, so that each has the
most current information available on the
facilities they oversee; and

e consider options for streamlining the
monitoring of facilities’ activities, including
determining whether the Ministry’s X-ray
Inspection Services Unit can rely on the work
of other professional or federal oversight
entities to enable it to focus its activities on
the newer or higher-risk facilities.

The Ministry is working with the College to
ensure that every independent health facility

is inspected at least once within the five-year
renewal cycle. Although there may be excep-
tional circumstances (for example, where servi-
ces are not currently being provided or when a
facility is in the process of relocating, changing
owners or expanding the scope of services being
provided), the Ministry will work closely with
the College to minimize such exceptions.

The Ministry agrees with the recommen-
dation with respect to requiring assessors to
review the quality of each physician’s work. At
this time, the College is in the process of align-
ing the quality assurance assessment program
for independent health facilities with its peer
review program for physicians, to ensure that
radiologists are peer-reviewed at the same
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frequency as other physician specialties. As well,
with respect to the College’s prompt reporting of
facilities with significant issues to the Ministry,

a working group has been established to review
reporting policies and to suggest appropriate
standards for the turnaround time from the

date of assessment to notifying the Director of
significant issues.

The Ministry will consider implementing
penalties or other appropriate provisions in
situations where facility operators deny access
to the College’s assessors.

Patient safety is a ministry priority. The X-ray
Inspection Unit is embarking on a review of its
inspection delivery model and is collaborating
with other branches of the Ministry in a broader
review of the Healing Arts Radiation Protection
Act (HARP Act) to identify options to enhance
the oversight of x-ray machines in Ontario.

The Ministry has made a specific commitment
to review the current HARP Act to identify
opportunities that would help promote continu-
ous improvement in the safe use of radiation-
emitting medical imaging devices.
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COMMUNITY HEALTH-CARE CLINICS
NOT COVERED BY THE ACT

Community health-care clinics fall into
two categories:

e those that are covered by the Independent
Health Facilities Act (Act), which we refer to
throughout this report as “independent health
facilities” (facilities), and

e those that are not covered by the Act, which
we refer to as “community health-care clinics”
(or community clinics).

In our 2004 audit of independent health facili-
ties, we noted that some diagnostic procedures,
such as colonoscopies, were not licensed services
under the Act and were therefore performed at
community health-care clinics not covered by
this legislation. We also observed that a licensed
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service, abortion, was being performed both in
independent health facilities and in community
clinics. At that time, neither community clinics pro-
viding colonoscopies nor community clinics provid-
ing abortions were subject to the College’s quality
assurance assessments.

In 2007, the Ministry licensed one independent
health facility in Northern Ontario to provide,
among other things, colonoscopies. The Ministry
had no documented rationale for why only this
community clinic was licensed as a facility to
provide colonoscopies. At the time of our cur-
rent audit, the Ministry had no information on
the number of non-facility community clinics
operating in Ontario that were performing colon-
oscopies. However, information at the Ministry
indicated that in the 2010/11 fiscal year, about
36% of all colonoscopies were performed in
community clinics.

In 2010, legislative changes to the Medicine Act,
1991 made the College of Physicians and Surgeons
of Ontario (College) responsible for inspecting all
community clinics that use anaesthesia to provide
insured services (such as cosmetic surgery and
colonoscopies) and uninsured services (such as
hair transplants). However, the Ministry does not
obtain information on the frequency or outcome
of these inspections. We contacted the College,
which informed us that since commencing such
inspections in fall 2010, it had inspected about
50 community clinics performing colonoscopies
and four community clinics performing abortions.
The College indicated that most of the community
colonoscopy clinics had passed their inspections
with some conditions. No information was pro-
vided by the College regarding the community
abortion clinics.

We also noted that about 50 of the x-ray sites
inspected by the Ministry’s X-ray Inspection Servi-
ces Unit were community clinics, not independent
health facilities. These clinics cannot bill the Min-
istry or their patients for facility fees for insured
services, but physicians working in these clinics
can bill the Ministry for the related professional

fees. The Ministry’s Independent Health Facility
Program was not aware of these community x-ray
clinics, and, unlike the case with independent
health facilities, the x-rays read by radiologists

in these clinics are not periodically reviewed by
the College.

RECOMMENDATION 4

To ensure that all community clinics providing
insured services—even those that do not use
anaesthesia—offer quality medical services, the
Ministry of Health and Long-Term Care should
consider engaging the College of Physicians
and Surgeons to oversee those clinics that

offer services that would be subject to College
oversight if they were classified as independent
health facilities.

The Ministry agrees that the provision of qual-
ity health care that includes quality medical
services is a priority and established Health
Quality Ontario (HQO) to lead the Ministry’s
quality and evidence-based agenda. Among
other things, HQO makes recommendations to
the Ministry regarding the quality of health-
and medical-care services provided to patients,
including services provided by community and
specialized clinics, and also provides guidance
and makes recommendations to health-care
providers and relevant organizations on stan-
dards for patient care based on evidence, and
clinical best practice guidelines and protocols.
Furthermore, Cancer Care Ontario and
the College are working in partnership to plan
and implement a model for quality improve-
ment focused on selected health services
that are delivered in settings other than an
independent health facility, including pathol-
ogy, colonoscopy and colposcopy. The Ministry
expects to receive an implementation plan by
March 2013.



PUBLIC INFORMATION

Patients have the right to choose which independ-
ent health facility they go to. To make these
choices, patients need information on which facili-
ties provide the service(s) they require and where
these facilities are located.

Referral Forms

Patients requiring services provided by an
independent health facility often get a referral form
from their physician that provides contact informa-
tion for one facility or for several facilities owned
by the same owners. Many patients assume that
they must go to a facility on the referral form; but
in fact they are free to choose a hospital or any facil-
ity that offers the required service(s), including a
facility that may be closer to home. As noted earlier,
some physicians have a financial interest in certain
facilities, which, as several studies have indicated,
may influence both the rate at which they prescribe
certain tests and which facilities they refer patients
to. In contrast, referral forms for laboratory ser-
vices (such as blood tests) are standardized and

do not readily lend themselves to listing specific
laboratories. At the time of our audit, the Ministry
did not have any plans to develop a standardized
referral form for services provided by independent
health facilities.

Ministry Website

The Ministry has a website (the Health Care
Options Directory) that allows the public to search
for locations providing services such as x-rays and
ultrasounds. But this site does not list all of the
independent health facilities and hospitals provid-
ing these services. Rather, it is primarily a listing
of these services provided outside of facilities and
hospitals, such as in after-hours clinics. In 2010, the
Ministry introduced another website that lists only
the independent health facilities in Ontario. The
list includes each facility’s address and telephone

Independent Health Facilities m

number, as well as all the services each facility is
licensed to provide. The Ministry told us that this
list is updated monthly and that patients interested
in identifying alternative facilities can review

this list.

However, we noted that the list was not as help-
ful as it could be. For example, unlike the Health
Care Options Directory website, this website had
no tools allowing users to search by postal code or
by service area. More significantly, the list did not
always offer an accurate description of the services
offered at a given facility: a clinic listed as licensed
to offer a specific service might not actually offer
that service. When we contacted a sample of facili-
ties that the website indicated were licensed to
provide fluoroscopy services, 35% said that they
did not provide such services at all, and another
20% said that they had temporarily suspended the
service because of machine-maintenance or other
issues. One facility’s phone number was no longer
in service, and a staff person at another directed
us to a different location, which we noted was not
licensed to provide the service. (The Ministry was
following up with this facility.) The website also
did not list the specific services provided at a given
facility. For example, not all facilities offering ultra-
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sound services perform knee ultrasounds.
We noted that as of January 2012, the list
included addresses for almost 950 facilities; how-

ever, information at the Ministry indicated that
there were about 800 unique facility locations. We
were informed that some facility owners operate
with multiple licences out of one location. As well,
we noted that more than 20 listed facilities had not
been open for at least five years.

In our 2004 Annual Report, we recommended
that the Ministry consider publicly disclosing any
serious quality assurance problems at independ-
ent health facilities. We noted during our current
audit that the Ministry’s website included the dates
and results of each facility’s last quality assurance
assessment. However, it did not indicate which
facilities had been suspended for failing to meet
required standards; instead, suspended facilities
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were just removed from the online list. Because sus-
pended facilities may continue to offer patient ser-
vices (they cannot bill facility fees, but can still bill
professional fees), the Ministry requires suspended
facilities to remove their licences from their walls
so that patients know that they are suspended. But
the Ministry has not analyzed whether this is an
effective way of informing patients that the facility’s
licence is suspended.

The website also provides no information
about the process for filing a complaint about an
independent health facility.

Wait Times

The Ministry’s Wait Time Strategy website reports
wait times for MRI and CT examinations at
hospitals, and for cataract surgeries at hospitals
and at one of the two independent health facili-
ties providing these surgeries. The Ministry does
not report the wait times for an MRI or CT at the
seven independent health facilities offering these
services. As a result, patients cannot “shop” for the
shortest wait time for these services. As well, the
Ministry does not collect or report wait times for
other diagnostic services provided by independent
health facilities, such as x-rays and ultrasounds,
because the Ministry does not expect significant
waits for these services. Although we would

not expect the Ministry to track services with
same-day access (such as many types of x-rays),
public information on wait times for services

that have historically involved a significant wait
(such as MRIs, CTs and cataract surgeries) might
be beneficial.

RECOMMENDATION 5

To ensure that patients have access to relevant
information about independent health facilities
that can help them obtain required services, the
Ministry of Health and Long-Term Care should:
e consider the costs and benefits of introdu-
cing a standardized referral form, similar to
that used in the laboratory program, that
restricts physicians from recommending a
preferred facility and that contains informa-
tion about how to locate an independent
health facility using the Ministry’s website;
e combine existing website information into one
website with search functionality that speci-
fies all locations where patients can access
community services, such as x-rays and ultra-
sounds, as well as available services and wait
times for services that do not have same-day
access (for example, MRIs and CT scans); and
e provide information on its website regarding
how to register a complaint about an
independent health facility.

The Ministry agrees that public information-
sharing accomplished through accessible and
user-friendly formats, tools and mechanisms is
important. In this regard, the Ministry will:

e explore options for standardizing diagnostic
referral forms, including the potential for
electronic referral formats;

e explore options to combine existing website
information to ensure patients have access
to comprehensive information (the Ministry
is in the process of having independent-
health-facility MRI and CT service wait times
reported through the Provincial Wait Times
Strategy); and

e include information on its website on how to
register a complaint about an independent
health facility.



Chapter 3
Section

Background

GOVERNMENT SPENDING AND THE ROLE
OF THE LEGISLATURE

In the Canadian parliamentary system, the party
with the most elected members after a federal or
provincial election normally forms the government.
If that party has a majority of elected members, it
can govern without the support of the opposition
parties. However, if it has only a minority of elected
members, it usually requires the support of at least
one other party to pass any legislation, including
the annual budget.

Legislative oversight of government spending,
including the annual budget, is fundamental to
any democracy. In Canada, such oversight typically
falls to the opposition parties, although all elected
officials are ultimately responsible for ensuring
that revenues are spent prudently on behalf of
the public.

The annual budget is generally regarded as a
government’s most important piece of legislation
each year given that it outlines the government’s
fiscal direction and its policy priorities. It also sets
out how much the government proposes to spend
on the services it provides to citizens, and how it
will fund the cost of providing these services. From

XNirg Legislative Estimates
Review Process

a fiscal accountability perspective, the budget’s
“bottom line” is the projected surplus or deficit for
the year.

The government of Ontario currently spends
about $120 billion a year on public services ranging
from health care to education to social assistance.
While the government sets spending priorities and
manages service delivery, it must seek the Legisla-
ture’s approval each year for its spending plans.

In jurisdictions that follow the Westminster-style
parliamentary system, such as Canada, the United
Kingdom, Australia and New Zealand, parliament-
ary oversight and approval of a government’s
proposed spending plans has long been considered
a key element to ensure government fiscal account-
ability. Legislative scrutiny of proposed government
spending, especially by opposition members, is a
key component of this accountability.

THE BUDGET, ESTIMATES AND THE
LEGISLATIVE SPENDING REVIEW
PROCESS

In recent years, the Ontario budget has usually been
presented to the Legislative Assembly in late March
or early April. However, the budgetary process
starts several months earlier, when the government
provides ministries with broad spending guidelines
that reflect its policy priorities and fiscal outlook.
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The ministries then put forward their proposed
spending plans for each of the public services that
they manage. Ministry plans, once reviewed and
approved by the Treasury Board and Management
Board of Cabinet, form the basis for the budget
and for expense projections of future years. The
budget and accompanying fiscal plan also reflect
the expected revenues available to support these
proposed expenditures.

Ministry spending plans are subdivided by
program area and spending activity. Each program
area, such as post-secondary education or adult
social services, is allocated a vote number, and
each spending activity within a particular vote,
such as grants to colleges and universities or adult
employment-support assistance, is allocated an
item number. These proposed votes and items are
summarized in a document entitled Estimates, and
represent the government’s formal request to the
Legislature for spending approval. The government
must table its Estimates no later than 12 sessional
days after the budget’s release.

In Ontario, a separate legislative committee
called the Standing Committee on Estimates (Com-
mittee) is responsible for reviewing the estimates
of at least six but not more than 12 ministries or
government offices each year. The Committee is
currently composed of members from Ontario’s
three major political parties, with representation
proportionate to the percentage of members each
party has in the Legislature. During the review pro-
cess, ministers and senior staff of those ministries
selected for review appear before the Committee to
explain their estimates and answer questions.

When the Committee completes its review, it
reports back to the Legislature and the estimates
are then deemed to have been approved by the
Committee, even if the Committee did not formally
endorse them. Estimates of those ministries or
offices not selected for review are deemed to be
automatically approved.

Members of the Provincial Parliament (MPPs)
also have the opportunity to debate the tabled
Estimates in the Legislature. After the Legislature

approves them, through passage of the Supply Act,
they become voted appropriations and constitute
the legal spending authority for the government.
The vote-and-item details provide a mechanism

for legislative control of this proposed spending, as
spending of the funds must be consistent with the
stated purpose of each approved vote and item, and
the amounts spent cannot exceed voted amounts
without further legislative authority.

PAST EXAMINATIONS OF ONTARIO’S
ESTIMATES REVIEW PROCESS

In 1987, we asked a number of MPPs for their views
on the estimates review process. We then reported
in our 1987 Annual Report that the MPPs generally
felt that the process was “maligned and ineffect-
ive.” We recommended at the time that considera-
tion be given to creation of a dedicated committee
mandated to review the annual estimates of
selected ministries.

The following year, the Standing Committee
on Public Accounts issued a Special Report on the
Estimates Process, and in 1989, the Legislature
established the current Standing Committee on
Estimates (Committee).

After this Committee had operated for about
five years, we decided in 1995 to revisit this area
to determine whether there had been progress
in improving the estimates review process. The
consensus among the nine MPPs we interviewed—
three from each party—was that the process was
still not very effective in ensuring that ministry
spending plans were appropriately scrutinized.
In our 1995 Annual Report, we quoted a comment
from one MPP as indicative of the views we heard:

We do not serve the public very well in
assessing whether the ministry is plan-
ning to spend or has spent the money
wisely. This disturbs me. In theory, we are
supposed to be looking after the finances
of the province. However, by the end of
the day we are no more enlightened.



Objective and Scope of

Current Review

We decided to revisit the legislative estimates review
process this year because it has been more than 15
years since our last review. In addition, our research
found that other Westminster-style parliaments
have acknowledged, just as Ontario’s has, that there
have been challenges in implementing effective
legislative oversight of this area, and a number have
carried out changes to try to address them. It was
our view that Ontario’s elected members might find
some of the practices in use elsewhere of interest.

Aside from our review of practices elsewhere,
the main focus of our study was to obtain the views
of MPPs with several years of experience on the
Standing Committee on Estimates. Accordingly,
we interviewed nine current members—again,
three from each party—who had served or are
currently serving on the Committee. We also took
the opportunity to obtain the views of three retired
MPPs from different parties, each of whom served
a significant number of years as an elected member
and whose collective experience in the Legislature
totalled more than 80 years.

We understand that the Legislature’s Standing
Orders—which govern the workings of the House
and its Committees, including the Standing Com-
mittee on Estimates—are currently under review, so
the observations from our review may prove timely.

Overall Observations

The consensus of almost all of the members we
interviewed echoed the comments members made
in 1995 when we last examined the estimates
review process—the process is still not very effect-
ive in providing meaningful scrutiny of government
spending plans. However, members also made it
clear that the hearings of the Standing Committee

Legislative Estimates Review Process

on Estimates are still a worthwhile exercise because
they provide the only real opportunity to directly
question a minister outside of question period.

We asked the members a point-blank question:
Was the whole exercise little more than a “rubber
stamp” with respect to overseeing proposed govern-
ment expenditures? Most acknowledged that, to
some extent, it probably was. We heard comments
along the following lines:

The estimates review process can be a
very frustrating exercise when you sit
there for up to 80 hours and not look in
any detail at the expenditures reported
in the Estimates. In reality, the process is
a tool for political purposes—it has noth-
ing to do with review of expenditures for
reasonability.

I do not feel the Estimates Committee is
meeting the objective of financial scrutiny,
and it doesn’t provide for a better Ontario.
I give it a scale of two out of 10.

But on the other hand, members were unani-
mous in acknowledging the process’s value as an
opportunity for questioning ministers about gov-
ernment policy and related proposed expenditures.
As several MPPs put it:

The estimates review process is a great
opportunity to get questions that are
important to you answered and is a good
learning opportunity.

You learn a lot from the Estimates.
Sometimes you will see that members
will ask questions that the minister is not
expecting, and it’s good to see how they
respond.

While it’s not perfect, in aggregate it’s a
good thing.

Our research did not identify any Westminster-
style parliaments that appeared to have devised a
truly effective estimates review process, and many

Chapter 3 « VFM Section 3.07




[
S
(3]
=
(=}
=
o
D
(7]
=
(™
=
L]
(3]
£
(]
el
o
(1]
=
o

174

2012 Annual Report of the Office of the Auditor General of Ontario

are wrestling with the same concerns and issues
expressed by Ontario MPPs. Indeed, the Inter-
national Monetary Fund noted in a 2005 study that
Westminster-style legislatures in general have very
limited oversight influence, and ranked the parlia-
ments of Canada, Australia, the United Kingdom
and New Zealand as having the weakest budgetary
influence of those in any western countries. The
legislatures in the United States and Sweden, both
non-Westminster systems, ranked the highest in
budget oversight powers.

A common observation elsewhere was that
since Committee members cannot realistically
amend spending proposals, they see little point in
giving the numbers more than a superficial look,
regardless of whether they review the estimates in a
separate estimates committee or in a series of policy
committees. The research consensus was that
elected members must first believe their scrutiny
can influence government spending decisions, pro-
grams and services before the review process can
fully engage them. A 2006 report prepared by the
United Kingdom’s Hansard Society, an independ-
ent, non-partisan educational charity that promotes
effective parliamentary scrutiny, summed up the
perceived effectiveness of the United Kingdom’s
process as follows:

In the view of many commentators,
Parliament’s influence over government
proposals for taxation and expenditure,
and priorities within that expenditure, is
virtually non-existent. The essential rela-
tionship between Parliament and govern-
ment is that the latter proposes and the
former simply agrees. To draw an analogy,
the government decides the value of the
cheque, to whom it should be paid and
when, and Parliament simply signs it.

Ontario MPPs raised the following specific issues
or concerns, which our research suggested were
also common elsewhere:

e Elected members have numerous and compet-

ing demands on their time, especially when

the Legislature is sitting, and so would not
welcome any changes requiring them to add
to the already significant time they spend on
estimates. However, most MPPs we spoke with
said it should be possible to identify changes
that would make the time they currently
spend on estimates more effective. Specific-
ally, members said:

We do not get good value for all
the time spent in Estimates. Surely,
there are some changes that could
be made which, while not adding
more committee time, would result
in a better process.

Whatever you recommend, do

not include anything that adds
more time to the estimates review
process because we just do not have
the time.

e Ministry briefing materials to support the

estimates review process are quite detailed but
are still perceived as not providing, in an easily
understandable manner, adequate information
on how a program is being delivered and what
results are being achieved. This makes it dif-
ficult for Committee members to evaluate ser-
vice delivery relative to funds being requested.
The following two comments reflect some of
the feedback we heard on this issue:

Unless someone knows the ministry
in depth, you really cannot make
heads or tails of the Estimates.

Members should read the Estimates
in detail, but no one really reads
them. Estimates are complicated to
read. It is very difficult for a non-
financial person to read and sort
through them.

e Often, a significant amount of the requested

funding may have already been spent before
the Estimates are reviewed. MPPs said this



raises questions about whether the purpose
of the exercise is to have members scrutinize
the government’s proposed spending plans
or, instead, to give MPPs access to ministers.
Members observed that:

The chamber is here to represent
the views of Ontarians. Therefore,
the estimates review process is
needed, but how it should work

is the question. There should be
some ability for the Committee to
identify problems and report on
recommendations, but this does not
happen. So the estimates review
essentially becomes what I want to
use it for—taking up the concerns
of my constituents. Essentially, the
Estimates becomes a place to get
information on those constituency
issues you need to address.

The roles of the Committee should
be to review, quantify and qualify
government expenditures and to be
in a position to make amendments
to the government’s spending plan,
where appropriate. The Committee,
along with the Legislature, should
hold the government to account on
the spending of tax dollars. The pro-
cess should be about transparency.
But in reality the process is a bal-
ance between politics and numbers.
Therefore, the Committee needs

an upgrade—a review of what it is
doing and why it is doing it.

e In answer to our question about partisan-
ship, the MPPs said that the estimates review
process would likely be more effective if the
partisanship could be dialed down. However,
all MPPs recognized that this is easier said
than done since legislative committees are
composed of both opposition and government
members. As two MPPs commented:
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There are a lot of talented people,
but the politics remove the ability
of the Committee to undertake any
meaningful scrutiny.

The adversarial dynamics in any
legislative committee comprised of
both opposition and government
members will almost always foster
an atmosphere of partisanship. As

a result, government members ask
questions that are intended to make
the government look good, while
opposition members ask questions
intended to do the opposite.

In general, the three long-serving retired MPPs
we spoke with echoed the sentiments of the nine
current members interviewed that the legislative
estimates review process was not seen as being that
effective as a means of scrutinizing government
spending. While they also acknowledged the bene-
fit of having the opportunity to directly question
a minister, one retired MPP made the following
observation:

I like Public Accounts because the Min-
ister is not there. One change I would
make: take the Minister out of the pro-
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cess, as this is the only way committee
members will get legitimate and straight-
forward answers.

The retired MPPs, who have witnessed the
evolution of the estimates review process over
time and have been both committee members and
ministers, felt that the process has become less
effective as the size of government has grown.
They also noted that any reform had to go beyond
administrative changes. Specifically, the govern-
ment needed to be more open in responding to
questions, and committee members needed to
focus both on financial scrutiny of the Estimates as
well as on policy-related issues. One of the retired
MPPs expressed the following opinion:
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The concentration of power without

a counterbalance is the problem with
government today—that is why you need
the Standing Committee [on Estimates].
If you want to get accountability, it is
important for the Committee to decide,
where do we want to go with this issue
and how do we get there.

Detailed Observations

THE WESTMINSTER SYSTEM OF
GOVERNMENT

The ability of a legislature to influence a govern-
ment’s budget depends on the balance of power
between the legislative and executive branches.
Ontario follows the Westminster-style system,
which emphasizes the executive’s right to govern.
Budgetary power is accordingly concentrated
within the government, and the parliament as a
whole has only minimal influence over it, especially
in majority situations. Noting this, the International
Monetary Fund (IMF) ranked the legislatures of
Canada, Australia, the United Kingdom and New
Zealand in a 2005 study as having the weakest
budgetary oversight powers among major western
countries, as shown in Figure 1.

The federal Gomery Royal Commission, which
in 2004 launched an investigation into the so-
called Sponsorship Scandal in the federal govern-
ment, also touched on the issue of Parliament’s
ability to effectively oversee a government’s spend-
ing plans, observing:

Concerns about the effectiveness of
Parliament in examining government
programs and discharging its financial
accountability role have been expressed
for decades. Most recently, a 2003 com-
mittee report [Report of the Government
Operations and Estimates Committee

Figure 1: International Monetary Fund Index of

Legislative Budgetary Powers*
Source of data: IMF (2005)

United States
Sweden

Italy

Japan
Austria
Finland
Netherlands
Norway
France
Germany
Spain
Australia
Canada
United Kingdom
New Zealand

0 2 4 6 8 10

* This figure measures the relative power of legislatures over national budgets
on a scale of one to 10, with 10 representing significant power. The IMF
considered whether legislatures: (a) approve an annual budget strategy;

(b) have powers to amend draft budgets; (c) allot time for discussion of the
annual budget; and (d) receive technical support for scrutinizing the budget.

(Canada) entitled Meaningful Scrutiny:
Practical Improvements to the Estimates Pro-
cess] lamented that “committees continue
to provide relatively cursory attention to
the main spending estimates and explana-
tory reports,” and MPs interviewed for

a Commission research study confirmed
this finding.

In contrast to Westminster-style democracies,
the IMF ranked the legislatures of the United States
and Sweden as having the strongest budgetary
oversight powers. However, this power balance
also has its disadvantages. In the United States, for
example, budget debates can lead to paralyzing
political gridlock, as when Congress threatened in
2011 to defeat the Administration-backed budget
bill and effectively shut down the government
unless certain of its demands were met.

DEDICATED ESTIMATES COMMITTEE
VERSUS POLICY-FIELD COMMITTEES

Ontario is the only Canadian jurisdiction that
has established a dedicated Standing Committee
on Estimates, as illustrated in Figure 2. All other
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Figure 2: Provincial Comparison—Estimates Review Time and Committee Type

Prepared by the Office of the Auditor General of Ontario

Province Time Given for Estimates Review Committee Type

British Columbia 125 to 200 hours (on average) Committee of the Whole!

Alberta 53 hours (minimum) Policy-field committees?
Saskatchewan 75 hours (minimum) Policy-field committees

Manitoba 100 hours (maximum) Committee of the Whole?

Ontario 90 hours (maximum) Standing Committee on Estimates
Quebec 200 hours (maximum) Policy-field committees

New Brunswick 80 hours (maximum)

Committee of the Whole® 3

Nova Scotia 80 hours (maximum)

Committee of the Whole® *

Newfoundland and Labrador 75 hours (maximum)

Policy-field committees

Prince Edward Island None specified

Committee of the Whole® 3

Yukon None specified

Committee of the Whole®?

Nunavut None specified

Standing Committee on Oversight of Government
Operations and Public Accounts®

1. This term is used to describe the Legislative Assembly, which, in essence, is a committee of all elected members.

2. Three hours for each department and two hours for the Executive Council.

3. The Legislative Assembly may refer Estimates to a dedicated Standing Committee on Estimates, but this occurs only rarely.
4. Forty hours for each of the Committee of the Whole on Supply and the Subcommittee on Supply.
5. Information for Prince Edward Island, Yukon and Nunavut was not readily available.

provinces have assigned this oversight role to their
policy-field legislative committees or to a commit-
tee of the whole Legislature. Typical policy fields
often comprise those ministries that share a com-
mon theme such as justice, and which cover, for
example, such areas as police, correctional facili-
ties, probation and parole.

One benefit of having a distinct estimates com-
mittee is that parliamentarians get dedicated time to
review and debate the proposed spending of at least
some ministries. On the other hand, the policy-field
committee approach often allows members to gain
more detailed knowledge about certain ministries
and programs, making them better informed about
both the issues and related program-expenditure
trends. However, a drawback of the policy-field
approach is that these committees are often also
required to review draft legislation or perform other
tasks. Only part of their time may be spent actually
reviewing ministry estimates.

The estimates review in the major Westminster-
style countries also tends to be done by policy-field
committees rather than dedicated estimates com-

mittees, as illustrated in Figure 3. We noted from
our research that, irrespective of the approach
taken to review estimates, all jurisdictions indicated
similar challenges in legislative scrutiny of their
government’s proposed spending plans.

Ontario’s 90-hour maximum time allocation for
estimates review is fairly consistent with that of the
other provinces, as illustrated in Figure 2. How-
ever, our research found that, like Ontario, other
Canadian jurisdictions do not use all of the allotted
time. In Ontario, the Estimates Committee typically
spends about 50 hours in hearings. MPPs told us
there were several reasons why the full 90-hour
allocation was not used:

e There are competing demands on members’
time that include attending debates in the
Legislature, conducting other committee
work and addressing party-caucus and con-
stituency issues.

e In recent years, the Estimates have not been
tabled until mid-April, leaving limited time for
committee meetings before the summer recess
in mid-to-late June.

177
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Figure 3: National Comparison—Estimates Review Time and Committee Type

Prepared by the Office of the Auditor General of Ontario

Country Time Given for Estimates Review Committee Type

Canada Three months Policy-field committees
United Kingdom 14 days (recently increased from eight days)  Policy-field committees
Australia Four days per committee Policy-field committees
New Zealand Two months Policy-field committees

e The Estimates Committee normally meets
only when the Legislature is sitting and
when its day’s routine proceedings have been
completed.

Given that devoting more time to estimates
review is not an option for most committee mem-
bers, any improvements must focus on making the
best use of what time is available.

QUALITY OF BRIEFING INFORMATION

Ministries selected to appear before the Estimates
Committee provide MPPs with supplementary
material in the form of briefing books. Since many
MPPs lack an accounting or financial background, it
is essential that this material be easy to understand,
identify major program changes and spending
trends and, perhaps most importantly, be reason-
ably concise. Several MPPs commented that it takes
several years sitting on the Estimates Committee
before they are able to fully grasp the ministries’
briefing materials. As one of the retired MPPs with
whom we met stated:

The way the material is presented is so
important because it frames the issues.

If presented well, it will allow both the
experienced member and the average
member to gain the necessary knowledge
to understand the program and then to
ask the right questions.

Legislature rules provide for some consistency
in the preparation of briefing books, requiring
that they include “information on growth rates,
interim expenditures for the previous fiscal year,

and an explanation of the programs and funding
by a particular item.” The Treasury Board provides
guidelines to help ministries comply with these
requirements. Despite this, however, we found
that the information in briefing books often did
not clearly identify or discuss expenditure trends
or address significant changes to programs beyond
one year. As well, briefing books tend to focus on
government initiatives but provide little quantifi-
able information on program results.

Interviews with MPPs led us to conclude that
most MPPs did not spend much time reviewing the
briefing books in advance of committee meetings
because they did not find the information all that
useful. Several MPPs advised us that they would like
more performance and future-oriented information
for programs with significant changes to spending
or service delivery so as to better assess the impact
of the proposed changes. We believe this suggestion
has considerable merit. In particular, MPPs told us
that information on program reductions is particu-
larly relevant in this era of cutbacks and austerity.

As a recent Ontario ministry publication dealing
with performance measurement at the municipal
level put it:

Government today is very complex, so it is
important that elected officials and public
servants inform taxpayers what govern-
ments plan to achieve, what it is actually
accomplishing and what public services
cost. With this information, taxpayers

can make informed decisions about the
level of services they desire. This notion of
accountability is fundamental to our form
of government.



Program Performance Information

Clearly, MPPs need accurate, transparent and
understandable information to help them assess
whether government spending is meeting its stated
objectives. In this regard, we believe Ontario’s
Standing Committee on Estimates would find brief-
ing materials more useful if they contained:

e measurable targets for program objectives;

and

e a comparison of actual performance with

forecasts.

Many other jurisdictions have recognized this
need since our last review in 1995. We reviewed
a number of publicly available annual plans and
performance reports published by departments and
ministries in Alberta, British Columbia, Canada,
Australia and the United Kingdom. Most jurisdic-
tions reviewed provided more comprehensive plan-
ning reports that laid out strategy, activities and
performance measures with stated targets. Subse-
quent annual performance reports explicitly com-
pared actual performance with prior targets and
discussed variances. The majority of jurisdictions
reviewed also provided plans, expense projections
and performance targets for three to four outlook
years, as illustrated in Figure 4.

It is notable that the United Kingdom has
recently reformed its performance reporting prac-
tices. As part of major reforms to the public service
following the 2010 election, the government abol-
ished the previous reporting regimen of centrally
defined Public Service Agreements. In its place,

a five-year strategy was developed, and depart-
ments annually develop business plans that set out
proposed actions to implement the government’s
strategy. Subsequent performance reporting tracks
these actions. Interestingly, targets are no longer
formally set. Departments also report on several
indicators that are meant to help monitor perform-
ance. The development of these indicators was still
ongoing at the time of our review.

As the chair of the U.K. Public Accounts Commit-
tee recently said:
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It is not good enough to dump data into
the public domain. It must be analysed to
be relevant, robust and fit for purpose.

The MPPs we interviewed who commented
on this issue generally were of the opinion that
they required “more relevant” rather than “more”
information.

Future-oriented Information

Although the Ontario budget provides projected
future expense information, the Estimates Com-
mittee has a mandate to review only current-year
spending plans. Consequently, ministry briefing
books do not provide information or projections
regarding the next few years.

A 2006 study by the Parliamentary Informa-
tion and Research Service of Ottawa’s Library of
Parliament suggested that federal parliamentary
policy-field committees reviewing estimates should
expand their focus to include future spending
plans. They argue that the government likely
would be more receptive to recommendations that
touched on future spending because criticism of
the more detailed current-year plans could create a
non-confidence issue. We believe this observation
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has some pragmatic merit; committee members
would likely be more motivated to focus on spend-
ing and the level of services actually being provided
if ministries and the government considered their
input more seriously.

At the time of our 1995 review, only a few juris-
dictions were providing future-oriented estimates
information. Today, however, much more of this
information is available, as illustrated in Figure 4.

The results of these initiatives have been mixed:

e On the positive side, the U.K. Hansard Society

noted in 2006 that scrutiny of departmental
annual reports has enabled committees to
conduct more comprehensive analyses of gov-
ernment spending priorities both within and
across departments.
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Figure 4: Estimates Briefing Information: Other Jurisdictions
Prepared by the Office of the Auditor General of Ontario

Jurisdiction Program Performance and Future-oriented Information

British Columbia * The government releases an annual strategic plan of priorities, objectives and expected results
over the next three years.

* Annual departmental service plans provide three-year business plans consistent with the
government’s strategic plan and outline specific performance measures with targets for all
outlook years.

* Annual departmental service plan reports compare prior year's actual performance against
targets set in the previous service plan.

Alberta * Ministries provide a three-year business plan with goals, priority initiatives and performance
measures with targets for all outlook years.
* Annual ministry reports track key performance measures and discuss the prior year's
performance against targets set in the prior year's business plan.

Canada * An annual ministerial Report on Plans and Priorities outlines forecast spending and expected
results over three years, with stated performance indicators and overall targets.
* Departmental performance reports compare the prior year's actual performance against plan.
* In the fall, the targets in the ministerial Report on Plans and Priorities are compared to actual
departmental reports, which allow for feedback and adjustments before the next Estimates are
tabled in the spring.

Australia - Queensland * Departmental Strategic Plans outline a department’s agenda over the next four years.

* Departmental annual reports provide an account of the operational and financial performance
as well as an assessment of performance against the Strategic Plan.

United Kingdom * In November 2010, the coalition government directed all departments to develop five-year
business plans that detail the department’s strategy for implementing the government’s core
priorities.

* Departmental business plans are updated annually and describe plans and actions; in 2012,
expenditures were forecast out to 2015.

* Departmental annual reports detail the progress of actions outlined in the prior year's business
plan and report on input and impact indicators that are used to monitor performance.
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e Several Canadian and U.K. studies have noted While some MPPs we interviewed supported
that the provision of future-oriented informa- the inclusion of future spending plans in estimates
tion has resulted in a more effective scrutiny briefing materials, others opposed it. One argument
process. But other studies also found that against including future fiscal outlook data is that
estimates documentation, including supple- such scrutiny may not be meaningful since govern-
mental planning and performance reports, ment plans may change significantly in subsequent
continues to be of poor quality. budgets. On the other hand, as one member noted,

e In 2002, the Alberta Financial Management suggestions on future spending plans might find
Commission, an expert panel set up by the some resonance with a minister or senior ministry
province to examine its financial and budget- officials even though any public acknowledgement
ing practices, noted that ministries tend to of this is unlikely to be forthcoming. As one of the
treat future years merely as mathematical retired MPPs we spoke to put it:

exercises.



If you are participating in estimates
review as a Minister, it may not change
things, but it is very useful for oversight
because as Minister I may begin to rethink
some of the program decisions based on
the questions I am getting.

NARROWING THE FOCUS FOR PART OF
THE ESTIMATES REVIEW

Another way to enhance legislative spending
control is to narrow the Estimates Committee’s
oversight focus by selecting only a few ministry pro-
grams for more detailed scrutiny. This idea was put
forward by the Library of Parliament study referred
to above. The premise behind this idea is that the
Committee just does not have the time to conduct a
detailed scrutiny of all programs administered by a
large and complex government ministry.

However, adopting such a targeted strategy is

not without risk, as important issues might well

go unaddressed. It would also mean that the Com-
mittee’s ultimate approval or rejection of ministry
estimates as a whole would be based on a review

of only a portion of its activities. Despite these
concerns, several of the MPPs we interviewed said
this approach might have some merit for part of the
time allocated to a particular ministry’s estimates.

In essence, this method would employ a two-

track approach. The first part of the review would
be a general session with the minister in which
committee members could ask questions about

any ministry programs and activities, while the
second would focus on specific programs. Selecting
programs for review in more detail could be done in
one of two ways:

e asubcommittee composed of one member
from each party would choose from one to
three programs; or

e each of the three parties would select a pro-
gram on which to focus.

These choices would be made in advance so that

the ministry briefing books could provide more
detailed information about the programs selected.

Legislative Estimates Review Process u

This information could usefully include 10-year his-
torical and future-year expenditure trends, data on
service levels being provided, outcomes achieved
and the fiscal impact of any recent policy changes
and future expenditure trends on the expected level
of service demand.

Several MPPs told us that it might not be
necessary for the minister to be present during
this portion of the estimates review. Some cited
as an example the Standing Committee on Public
Accounts, where only senior ministry and broader-
public-sector officials are questioned. Those
familiar with this committee said such an approach
seemed to work well and tended to de-emphasize
the partisan nature of committee hearings. This
approach would focus the second track of estimates
hearings on the fiscal and administrative delivery
aspects of the program rather than on the merits of
government policy, a matter best left for the minis-
ter’s appearance.

Two MPPs who felt this two-track approach
might warrant consideration said:

I believe each of the parties should be
asked what to focus on. This way, more in-
depth analysis on policy and expenditures
will occur rather than have the estimates
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review be wide open. This would likely
lead to a better understanding of govern-
ment spending than is being obtained
from the current estimates review process.

I'd like to see it. It is better to zero-in on
specific areas of concern ....

One MPP who supported the two-track option
did offer a caution, however:

I am not in favour of limiting what can be
reviewed with the minister or ministry
staff during the estimates review process.
What is currently open to scrutiny should
be left open.

One of the retired MPPs noted:

There is no way the committee can
effectively scrutinize the Estimates today
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because the programs are just too big
and complex for committee members to
understand and know what questions to
ask. Having served as both a member of
the committee and as a former Minister
who was on the receiving end of ques-
tions, I am a big believer in narrowing the
focus of the review.

ADVANCE BRIEFINGS

Another option we raised with MPPs was the value
of a 30-minute to one-hour in camera briefing
prior to the public committee hearing to provide an
overview of the selected ministry’s estimates. For
instance, this briefing could cover any major chan-
ges in program expenditures or service delivery
levels, per capita cost comparisons with other prov-
inces that had similar programs, or other issues
such as the service and fiscal impact of recent
policy changes. We suggested the briefing could

be done either by the Legislature’s research staff

or by senior ministry officials—or possibly even

by our Office, if we had done a recent audit in that
program area. The Standing Committee on Public
Accounts has effectively utilized such private in
camera briefings in advance of the public hearing
for most of the past decade.

The 2003 report of the federal Government
Operations and Estimates Committee, entitled
Meaningful Scrutiny: Practical Improvements to the
Estimates Process, made a recommendation along
these lines. It suggested that the committee could
leverage the work of the Auditor General’s office by
obtaining its advice when reviewing the estimates
of recently audited departments and agencies.

The majority of MPPs we spoke to felt an advance
briefing would be useful. Among their comments:

It would be very helpful to have a one-
hour briefing from a non-partisan official
or even a ministry official that might
explain why spending is up by 6% in one
area and down 4% in another. Even a
briefing from the Auditor General indicat-

ing, “Here is what I noted ...” would go
a long way in helping members do their
job ... by pointing out trends, it would
trigger questions we should be asking
about what is happening and, more
importantly, why is this happening.

If someone can brief us in a non-partisan
way, then yes this would be a great idea ...
We need non-partisan and factual brief-
ings. Perhaps the deputy minister or assist-
ant deputy minister can give the briefing.

Yes. This would be great. Currently, too
much time and emphasis is spent on the
minister’s response. If the Auditor General
gave a briefing, maybe this would not be
in the best interest for him, but it would
be better for the committee, given his
independence.

SPECIALIZED SUPPORT

Ministries spend billions of dollars across dozens

of individual programs and activities each year.
However, while the Legislature’s Public Accounts
Committee, for example, has a dedicated legislative
research officer available to assist committee mem-
bers, the Estimates Committee does not. Without
such support, and considering the time demands
on MPPs, it is more difficult for members to fully
understand a ministry’s estimates or obtain answers
to fundamental questions such as: “Is public money
being spent effectively? Are desired outcomes being
achieved? Should government spending priorities
be revised in light of new events or circumstances?”

It is equally difficult to identify those areas
where proposed spending may not be appropriate
relative to the level of service being delivered, or
where significant variances in spending over time
warrant additional scrutiny.

Our research indicated that most legislatures in
Westminster-style parliamentary democracies have
minimal, if any, dedicated research support. By
contrast, the U.S. Congressional Budget Office has



a large research arm of accountants and economists
available to help legislators analyze and assess the
government’s proposed budget.

The MPPs we spoke to generally agree that
having research assistance would help them better
understand the estimates briefing materials. In
fact, the federal governments of Canada, the United
Kingdom and Northern Ireland, Scotland and Wales
have moved to address this need in recent years, as
illustrated in Figure 5.

In its 2006 report, entitled The Fiscal Maze, the
U.K. Hansard Society pointed to the success of the
United Kingdom’s House of Commons Scrutiny
Unit, established to provide specialized support for
select parliamentary committees, as evidence that
offering resources and research can contribute to
more effective financial review. The society advo-
cated expanding the unit’s role to provide compre-
hensive support for all committees.

Three Things To Consider

We offer the following ideas for consideration.
1. Ashortin camera estimates briefing for
members in advance of formal committee
sessions for each selected ministry.

Legislative Estimates Review Process m

The briefing would cover such areas as any
significant changes in program expenditures
where relevant, expenditure trends over time
and expenditures relative to other provinces,
given that most provinces deliver similar ser-
vices to their citizens. It could be conducted
by legislative research staff, by senior ministry
officials or perhaps even by our Office.

. Requesting that ministry briefing books

combine information on spending plans
with past and current performance
reporting to provide a better basis for
legislators to assess what results are being
achieved for proposed expenditures.

Specifically, the briefing materials would
provide historical trend information over a
five- to 10-year period and include program
and service delivery indicators as well as
future-oriented outlook data, at least for the
most significant ministry programs. How-
ever, this should not result in any significant
increase in page count, and the readability
and understandability of briefing materials
should be a priority.

. Selection of a few specific ministry pro-

grams for more in-depth review by the
committee, perhaps with only senior min-
istry officials in attendance.

Figure 5: Specialized Support: Other Jurisdictions
Prepared by the Office of the Auditor General of Ontario

Jurisdiction

Specialized Support Available

Canada The Library of Parliament’s Parliamentary Information and Research Service provides research support.
In the past, it has hired analysts to provide additional support to committees doing estimates work.

Such support includes:

* briefings on the Estimates and the estimates process;
® Dbackground research on programs and activities; and
* analysis of plans and briefing notes to help Committee members prepare for meetings and pose

appropriate questions.

The Parliamentary Budget Office also produces additional reports that can be used by committees.

United Kingdom

Recent reforms include the formation of a Scrutiny Unit that has a staff of 15, including economists,
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lawyers and accountants. The unit provides select committees with financial and legislative expertise,
identifies areas of interest and suggests lines of inquiry.

Northern Ireland, Specialist researchers within the research unit of the governing body are available to provide guidance
Wales and Scotland  on financial and technical matters.
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Given that the larger ministries spend bil- When asked about the estimates briefing materi-
lions of dollars in dozens of different areas, a als provided to members, the former MPPs agreed
more focused review of several key programs that more relevant and future-oriented perform-
for at least part of those ministries’ time allo- ance information was needed. One said:

cations might have merit. Either a subcommit- . L
In my view, ministries spend a tremen-

tee composed of one member from each party ) . ]
. dous amount of time preparing material
would select the ministry programs for more o
. o for briefing books that members do not
detailed examination, or each party would ) . .
. . really use—but if properly oriented, esti-
select one program for review. The minister . .
) o ) mates review would have more meaning
would continue to attend a significant portion ) . ]
. . o . if members had good information on pro-
of estimates hearings so that policy issues in . . .
. . gram performance and if the information

any area could still be raised. .
also focused on looking forward rather

In regard to our proposals, the former MPPs we . .
) . ] than just looking at the past.
met with responded positively to having advance

briefings. One suggested that to reduce partisan- On the issue of focusing on only a few specific
ship, only ministry staff should be present during programs for part of the review, two of the retired
meetings, to focus questions away from policy and MPPs supported this proposal, while one member

toward program administration. However, another was concerned this could limit the scope of mem-
former MPP disagreed, believing that attendance by  ber questions.
the minister would be useful.
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Section

Background

Long-term-care homes (LTC homes) provide care,
services and accommodation to people who require
the availability of 24-hour nursing care, super-
vision in a secure setting, or frequent assistance
with activities of daily living such as dressing and
bathing. LTC homes are sometimes referred to as
nursing homes or homes for the aged. They may be
for-profit, not-for-profit, or municipally run organ-
izations, and often have waiting lists for their beds.
In July 2010, the Long-Term Care Homes Act,
2007 (Act) came into effect upon finalization of
related regulations. This Act replaced the Nursing
Homes Act, the Charitable Institutions Act and the
Homes for Aged and Rest Homes Act. It governs
the process for placing people in LTC homes, and
authorizes the province’s 14 Community Care
Access Centres (CCACs) to manage this process
(see Figure 1 for CCAC boundaries). Accordingly,
the CCACs determine eligibility for admission, pri-
oritize eligible individuals on LTC homes’ wait lists
and arrange placement when a bed becomes avail-
able. In the 2011/12 fiscal year, the CCACs placed
more than 25,000 people in Ontario’s 640 LTC
homes, which have a total of 76,000 long-term-care
beds that are over 97% occupied. About 85% of the
people placed were aged 75 and older.

Chapter 3 Ministry of Health and Long-Term Care

XNi1] Long-term-care Home
Placement Process

Each CCAC reports to one of 14 Local Health
Integration Networks (LHINS). In the 2011/12 fiscal
year, the Ministry of Health and Long-Term Care
(Ministry) provided $2.1 billion of funding to the
CCAGCs through the LHINs. This funding covered
the CCACs’ LTC home placement services, as well
as their other activities, including the provision of
home care and community support services. Infor-
mation was not available on the cost of LTC home
placement alone. The Ministry, to which the LHINs
are accountable, is responsible for ensuring that
CCACs comply with provisions for LTC home place-
ment under the Act.

Audit Objective and Scope

The objective of our audit was to assess whether
the processes in place at selected CCACs were
effective for placing individuals in LTC homes

in a consistent and timely manner, based on
their needs and in accordance with ministry and
legislative requirements.

We conducted our audit work at three Commun-
ity Care Access Centres of different sizes: Central
East CCAC (responsible for 9,700 LTC home beds,
with head office in Whitby); North East CCAC
(responsible for 5,000 LTC home beds, with head
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Figure 1: Community Care Access Centre Boundaries
Source of data: Ontario Association of Community Care Access Centres
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office in Sudbury); and Waterloo Wellington CCAC
(responsible for 3,800 LTC home beds, with head
office in Kitchener). Senior Ministry and CCAC
management reviewed and generally agreed to our
audit objective and associated audit criteria.

The scope of our audit included a review and
analysis of relevant files and administrative policies
and procedures, as well as interviews with appro-
priate CCAC and ministry staff. We also reviewed
relevant research, including best practices for the
LTC home placement process in other jurisdic-
tions. In addition, we obtained the perspective
of the Ontario Association of Community Care
Access Centres, which represents the 14 CCACs;
the Ontario Long-term Care Association and the
Ontario Association of Non-profit Homes and Ser-
vices for Seniors, which between them represent
the majority of LTC homes in the province; and the
Advocacy Centre for the Elderly, which represents
low-income seniors. We also used computerized
data extraction techniques to analyze data from the
Ministry’s Client Profile Database, which includes
LTC home placement information received from
the CCACs.

We did not rely on reports from the Ministry’s
internal audit service team because it had not
conducted any work on the CCACs’ LTC home
placement processes.

Since 2005 the number of Ontarians aged 75 and

over has increased by more than 20%, which has
undoubtedly been a key reason why the median
time that people wait for accommodation in an
LTC home has almost tripled—from 36 days in

the 2004/05 fiscal year to 98 days in the 2011/12
fiscal year. Although wait times have decreased
somewhat since July 2010, when tighter eligibility
criteria in the Long-Term Care Homes Act took effect,
Ontario’s population of people aged 75 and up is
expected to grow by almost 30% between 2012
and 2021, creating additional pressures to meet
the needs of people who require long-term care.
As well, beginning in 2021, the first of the baby
boomer generation—those born between 1946
and 1964—will start to turn 75, at which point the



demand for long-term care is expected to become
even greater.

While CCACs are responsible for the process
of placing individuals in LTC homes, numerous
factors outside their control affect wait times for
placement. In particular, the Ministry of Health and
Long-Term Care (Ministry) is responsible for the
number of available LTC home beds; individuals
are allowed to select the LTC home(s) that they are
willing to be placed in; and LTC homes may reject
applications if they believe their home lacks the
nursing expertise or physical facilities needed to
meet the applicant’s care requirements.

Numerous studies have shown that remaining
in hospital longer than medically necessary is detri-
mental to a patient’s health, yet many people wait
in hospital for an LTC home bed to become avail-
able, which occupies a hospital bed that is often
needed by other patients who have more complex
health-care needs. As well, occupying a hospital bed
is more expensive than community-based alterna-
tives. This situation is exacerbated because people
can wait in hospital for the LTC home(s) of their
choice, even if the chosen home(s) have a lengthy
wait list. We noted that during the 2011/12 fiscal
year, 19% of clients waiting in hospital had applied
to only one LTC home. Our research indicated that,
to minimize the time such patients spend waiting in
hospital, other provinces have stricter policies: five
provinces require patients to go to the first vacant
bed in any LTC home; and two require patients to
go to any home with an available bed within 60 and
100 kilometres, respectively.

Given our aging population, developing alterna-
tives to long-term care and implementing more
efficient processes for placing people in an LTC
home in a consistent and timely manner is critical.
The Ministry has recognized this and has supported
a number of initiatives to help reduce or delay the
need for long-term care, and improve the place-
ment process when a bed in an LTC home is needed.
For example, all CCACs use a provincially standard-
ized process to determine client eligibility, includ-
ing considering alternatives to long-term care. This

Long-term-care Home Placement Process

process also helps determine each client’s wait-list
priority; however, more needs to be done to ensure
that crisis cases are prioritized consistently.

All three of the CCACs that we visited were
managing various areas of their LTC home place-
ment process well. However, all also had areas
where improvements could be made, although
any changes made in these areas would likely not
significantly improve LTC home wait times. Some of
our more significant observations are as follows:

e The provincial agency Health Quality Ontario
indicated that nearly 20% of the CCACs’
home-care clients who were subsequently
placed in LTC homes could have remained in
the community, and a Ministry-commissioned
study noted that 37% of clients waiting in hos-
pital for an LTC home bed had care needs that
were no more urgent or complex than those of
people being cared for at home.

e Not all people eligible for an LTC home
require such care; for example, all veterans
and spouses of current residents are eligible
regardless of their health-care needs.

e In the 2011/12 fiscal year, CCACs province-
wide completed a total of about 36,000 formal
client reassessments, which are required to be
completed in six-month intervals and within
three months of LTC home placement. How-
ever, conducting a quick “touch-base” with
clients and their families might more quickly
and cost effectively provide information on
whether a client’s condition has changed
enough to warrant a formal reassessment
rather than conducting reassessments every
six months.

e March 2012 LTC home wait-list data indicated
crisis clients had waited a median of 94 days
up to that point; moderate-needs clients
had waited 10-14 months; and most other
eligible clients had been on the wait list for
years. Further, during the 2011/12 fiscal
year, 15% of clients died before receiving LTC
home accommodation.

Chapter 3 « VFM Section 3.08
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e While 36% of clients were placed in their first
choice of homes, others generally accepted
the offered home but remained on the wait
list for their preferred home(s). In fact, in
March 2012, 40% of people on the wait list
already resided in long-term care. At least
half of admissions to more than 70 LTC homes
during the 2011/12 fiscal year were for crisis
clients, who typically get priority for the
home of their choice. Consequently, non-crisis
clients may find it difficult to access accommo-
dation in the newer or more popular homes.

e The CCACs visited did not periodically review
client placement decisions to ensure that the
highest-priority person meeting an available
bed’s criteria was offered the bed. Nor did the
CCAC systems retain wait-list information so
that these decisions could be reviewed after
the fact.

e Applicants living in some areas of the prov-
ince get into LTC homes more quickly. At one
CCAC, 90% of clients were placed within a
low of 317 days, whereas at another CCAC,
it took about 1,100 days until 90% of clients
were placed.

e While LTC homes can designate up to 60%
of their beds as preferred accommodation
(that is, private or semi-private), only 40%
of clients apply for these more costly beds.
Therefore, regardless of care needs, clients
who can afford to pay for preferred accommo-
dation tend to get placed more quickly than
other clients.

e Although information on LTC home wait
times by priority level or accommodation
type (that is, private, semi-private and basic)
would help people consider where to apply,
only one CCAC we visited made some of this
information available publicly.

2012 Annual Report of the Office of the Auditor General of Ontario

The Ministry of Health and Long-Term Care
(Ministry) welcomes the advice contained in
this value-for-money audit. The audit recognizes
a 20% increase since 2005 of Ontarians aged
75 and over, which has impacted wait times for
admission to long-term-care (LTC) homes.

The Long-Term Care Homes Act, 2007 was
proclaimed into force in July 2010 and recog-
nizes the principle of access based on assessed
need and LTC homes as places where residents
live with dignity, security, safety and comfort.
The Ministry is pleased that the Auditor has
recognized that the Community Care Access
Centres (CCACs), the designated placement
coordinator for LTC home admission, are man-
aging various areas of the LTC home placement
process well.

Ontario’s Action Plan for Health Care is a
reflection of the government’s commitment to
better patient care. At the heart of the plan is
a commitment to ensure that patients receive
timely access to the most appropriate care in the
most appropriate place. It is about getting the
greatest value for patients from the system and
ensuring seniors receive the care they need as
close to home as possible.

The Ministry is committed to supporting sen-
iors to remain in their community. For example:

e The Ontario government’s Aging at Home
Strategy, announced in August 2007,
invested close to $1.1 billion over four years
in the delivery of an integrated continuum
of community-based services so seniors can
stay healthy and live more independently in
their homes.

e Increased investments were made in CCACs
to support the transition of patients from
hospital to home or community settings.

e InJanuary 2011 the Assisted Living Services
for High-Risk Seniors policy was introduced
to address the needs of high-risk seniors who
reside at home and require the availability



of personal support and homemaking ser-

vices on a 24-hour basis to avoid premature

admission to an LTC home.

The The Ministry is working on launching a
Seniors Strategy with a focus on supporting sen-
iors to stay healthy and to stay at home longer,
reducing the strain on hospitals and LTC homes.
The Ministry will continue to work with the
Local Health Integration Networks, CCACs and
the LTC home sector to identify opportunities to
improve the LTC home placement process.

Detailed Audit Observations

OVERVIEW OF PLACEMENT PROCESS

In general, the key steps followed to place a client
in an LTC home involve: the CCAC determining a
client’s eligibility and priority for LTC home accom-
modation through a formal assessment process;
clients applying to one or more LTC homes; clients
accepted by the LTC homes being put on a wait list
if a bed is not available; and clients at the top of a
wait list being offered a bed. Figure 2 illustrates
these key steps.

INITIATIVES

The Ministry has supported a number of initia-
tives to help the LTC home placement process
work consistently, fairly and in the most timely
manner possible:

e From 2007 to 2012, the Aging at Home
program helped seniors stay in their homes
longer through home-care assistance and
thereby postponed or reduced the need for
long-term-care accommodation. Although this
initiative has ended, the Ministry indicated
that the LHINs are continuing to implement
community-based programs and services
that support seniors, including programs and

Long-term-care Home Placement Process m

services designed to relieve pressures on hos-
pitals and LTC homes by helping to find the
appropriate health-care setting for clients.

In 2008, LHINs working with CCACs intro-
duced the Wait at Home approach to provide
CCAC-organized homemaking and personal
support services to higher-needs clients who
required more help than that provided in
regular home-care hours. This enabled clients
to wait in their homes for a long-term-care
vacancy rather than waiting in hospital.

In July 2010, the Long-Term Care Homes Act
took effect. Among other things, it introduced
stricter eligibility criteria for LTC home place-
ment. For example, it no longer permitted
people access based solely on whether they
would be financially, emotionally or physic-
ally harmed if they stayed in their current
residence. It also increased the number of
LTC homes to which an individual may apply
from three to five, and decreased the wait to
reapply from six months to 12 weeks in cases
where the client refuses a bed at an LTC home
to which they applied.

The provincially standardized Resident
Assessment Instrument for Home Care, which
is used to consistently determine clients’
eligibility for long-term care and prioritize
clients on the basis of urgency, is continuing to
be refined.

The piloting of Resource Matching and
Referral systems, which help match hospital
patients to the earliest available appropriate
LTC home bed, is expected to shorten the
placement process. At the time of our audit,
two LHINs were testing their own systems in
conjunction with their associated CCACs; the
remaining LHINs were expected to pilot simi-
lar systems during the 2013/14 fiscal year.

A document management system supported
by the Ontario Association of Community
Care Access Centres has been implemented
by six CCACs, and the Association indicated
that the remaining CCACs would also be
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Figure 2: Key Steps in Long-term-care Home Placement
Prepared by the Office of the Auditor General of Ontario

KEY STEPS

CLIENT’S ROLE

CCAC’S ROLE

LTC HOME’S ROLE

I. Assessment of
Client Eligibility

Requests eligibility
assessment.

Assesses whether client is
= cligible for LTC home placement
and informs client of decision.

I1. Prioritization

L

Determines priority level of

\J

of Clients eligible clients.
4
yd

Completes application, L
111. Application ! Sends applications to homes ) N
to Home ysually choosing 1-5 homes ™ chosen by client, == Accepts/rejects application.

in order of preference.

y 2

IV. Wait for Bed

Puts accepted client on homes’
wait lists based on priority level
and usually by date of
application to home.
Periodically reassesses client
eligibility and priority level.

»

Informs CCAC that bed is
[ available.

Selects clienthighest on
wait list who matches
criteria for the bed.

L Accepts/rejects application.

p 4

4

V. Offer of Bed

Accepts bed offer and moves -

into home, or rejects* offer.

= Offers bed to accepted client.

»

* Clients who reject a bed offer are generally removed from all LTC home wait lists, but may reapply after 12 weeks. Hospitalized clients who reject a bed offer
stay on the LTC home wait lists, but hospitals have the option of charging these patients a hospital-determined fee to continue waiting in hospital for an LTC

home bed.

implementing this system. This system
enables CCACs and LTC homes to send

and receive clients’ medical and placement
information electronically.

Over the next 10 years, older LTC homes
containing 35,000 beds will be renovated. The
Ministry indicated that the renovations will
provide more modern and comfortable living,

as well as improved access, including greater
wheelchair access for residents, and therefore
make these homes a viable option for many
more people.

A toll-free Long-term Care Action Line has
been established to allow citizens to phone the
Ministry with concerns and complaints about
LTC homes and the placement process.



WAIT-LIST MANAGEMENT

The number of people across the province waiting
for an LTC home bed increased by almost 85%
between March 2005 and March 2012, as shown
in Figure 3, while the number of LTC home beds
increased by about 3%. However, the number of
people waiting decreased by almost 15% between
March 2010 and March 2012. This was primarily
due to the stricter eligibility criteria in the new Act.

Of the 32,000 people on the wait list as of
March 31, 2012, about 19,000 (or about 60%) were
waiting for placement in an LTC home. The remain-
ing 13,000 (or about 40%) already resided in
long-term care, but were waiting for another, more
preferred, home.

On average, because residents tend to be older
and often in poor health, they live in LTC homes for
about three years. Therefore, although the numbers
may vary among homes, about one-third of the
76,000 LTC home beds in Ontario become available
each year.

Determining Client Eligibility

To be eligible for an LTC home, individuals must be
at least 18 years old and insured under the Ontario
Health Insurance Plan. In addition, they generally
must require the availability of 24-hour nursing
care, supervision in a secure setting, or frequent
assistance with activities of daily living such as
dressing and bathing.

Timing until Assessment
Potentially eligible candidates come to the attention
of CCACs in a number of ways: people may apply
for long-term care on their own or on someone’s
behalf; the physician of a hospitalized individual
may refer him or her to a CCAC; or CCAC staff may
refer an existing client.

If the individual is not an existing client, the
CCAC generally conducts a preliminary assessment
within a few days to determine how urgently a full
eligibility assessment for long-term care should be

Long-term-care Home Placement Process “

Figure 3: People Waiting for a Long-term-care Home
Bed, 2005-2012

Source of data: Ministry of Health and Long-Term Care
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Note: Data as of March 31 each year.
* Reduction due primarily to tightened LTC home eligibility rules.

completed. If the preliminary assessment indicates
that the client is likely to require home care for
more than 60 days or admission to an LTC home,
ministry policy requires the CCAC to complete

an eligibility assessment within the next 14 days.
However, if the client seeking LTC home admission
is already receiving CCAC services, there is no simi-
lar requirement. To help reduce the time patients
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spend waiting in a hospital bed, two of the CCACs
we visited had established stricter internal policies
on the timeframe to assess them—three days at one
and five days at the other—regardless of whether
they were already receiving CCAC services.

According to ministry information for the
2011/12 fiscal year, province-wide the CCACs
completed almost 80% of the assessments for hos-
pitalized individuals within 14 days of receiving the
request for LTC home accommodation; for people
applying from home, 60% were assessed within 14
days and 90% were assessed within 54 days.

Reviewing Alternatives
To enable people to live at home as long as possible,
the Act requires that CCACs review all community-
based alternatives before determining that a client
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is eligible for long-term care. For people who do not
need the full range of LTC home services, alterna-
tives might include more day or respite programs,
or supportive-housing and assisted-living options—
for example, people live in their own apartment in a
building that has on-site care available.

Almost all cases we reviewed at the CCACs vis-
ited indicated that at least some alternatives to an
LTC home were investigated. However, satisfaction
surveys conducted by those CCACs indicated that
between 30% and 44% of clients did not feel they
were informed of all the available alternatives (the
CCACs each surveyed a relatively small number of
LTC home placement clients). One CCAC indicated
that many clients received CCAC care at home over
an extended period, and that alternatives were
explored during that time.

According to a 2012 report by Health Qual-
ity Ontario, a provincial agency that monitors
and reports on health care, in the 2010/11 fiscal
year nearly 20% of the CCACs’ home-care clients
who were subsequently placed in long-term care
could have stayed in their homes or been placed
elsewhere in the community. In 2011, a Ministry-
commissioned report, Caring for Our Aging Popula-
tion and Addressing Alternate Level of Care, indicated
that 37% of clients waiting in hospital for an LTC
home bed have care needs that are no more urgent
or complex than those of many people being cared
for successfully at home. This report also suggested
that LTC homes should focus more of their capacity
on restorative and transitional care programs
(which promote, for example, the recovery of
strength, endurance and functioning) that might
assist clients in moving out of hospital more quickly
and potentially returning to their own home rather
than residing in an LTC home. However, these pro-
grams represented only about 2% of the LTC home
system capacity at the time of the report.

Assessing Client Needs
CCAC staff—generally a case manager or a place-
ment co-ordinator—determine clients’ eligibility for

an LTC home using the provincially standardized
Resident Assessment Instrument for Home Care
(RAI-HC). This assesses, among other things, the
client’s level of functioning, behaviour patterns
and requirements for personal care. It includes

a Method for Assigning Priority Levels (MAPLe),
which helps determine the urgency of the client’s
need for long-term care. A rating score is generated
based on the results of the assessments.

A client whose RAI-HC score is 7 or less is usu-
ally not considered eligible for an LTC home, while
a client with a score of 11 or more is considered eli-
gible. Determining eligibility of clients with scores
of 8 to 10 is generally based on the MAPLe score
and the case manager’s professional judgment of
the extent of caregiver burden present in the client’s
situation. At two of the three CCACs we visited, a
senior manager was required to review the decision
if a client had a score of 8 to 10, and eligibility was
often based largely on caregiver burden. The third
CCAC had no formal secondary review process, but
indicated that it was implementing one.

As part of the eligibility determination process,
the Act requires that a physician or registered nurse
complete a health assessment. This five-page assess-
ment provides information on, among other things,
the client’s condition, including any medications.
The three CCACs told us that these assessments
do not add much value to the eligibility process, as
they are often not fully completed by the client’s
physician and duplicate information obtained
through the RAI-HC. The Ministry indicated that
the health assessment is an intentional secondary
review to better ensure that all client information is
accurate. We were informed that, in 2010, the Prov-
incial Placement Committee (a group comprising
representatives from each CCAC and the Ontario
Association of CCACs) recommended discontinuing
these health assessments. However, they were still
required at the time of our audit.

According to information we received from the
Ministry, in the 2011/12 fiscal year the CCACs con-
ducted more than 40,000 eligibility assessments of
more than 36,000 individuals province-wide; some



people are assessed more than once, for instance if
they change their minds about long-term care. The
CCACs determined that more than 33,000 appli-
cants were eligible for an LTC home. At the three
CCACs we visited, the percentage of applicants who
met the placement eligibility criteria ranged from
88% to 93% that year. Rejected applicants may
appeal their case to the Health Services Appeal and
Review Board, an independent quasi-judicial tribu-
nal established by the Ministry. The three CCACs
informed us that appeals rarely occur.

Determining Initial Priority Level of Clients

In the event that accommodation is not available
immediately, names are added to the LTC home’s
wait list based on each client’s priority level. The
Act stipulates the priority levels and the eligibil-
ity for each level. The CCACs are responsible for
determining at which priority level clients should
be placed. The Ministry and CCACs told us that the
highest priority levels are seldom used—only 33
such clients were on the wait list as of March 31,
2012. These priority levels include a category

for veterans (who are eligible for veterans’ beds,
which are less than 1% of all LTC home beds), and
a category for clients requiring readmission to an
LTC home after being discharged involuntarily,
such as following an extended hospitalization.
Figure 4 outlines the other, more commonly used
priority levels.

Not all the priority levels are based exclusively
on medical need—for example, the federally sup-
ported veterans’ beds in LTC homes are available
to veterans, even if they have no health-care needs
or would not otherwise be eligible. These beds
therefore may not be available for clients with care
needs. Similarly, under priority levels 3B and 4B,
spouses of current residents wishing to live in the
same LTC home do not require any care needs to
be eligible. And, while category 2 clients must have
care needs, these clients are prioritized within level
2 based on their spouse/partner’s date of admission
to the home, even though their care needs may not

Long-term-care Home Placement Process “

be as high as others’. Therefore, in many of these
cases, clients with lesser care needs may be ranked
ahead of clients with higher care needs.

If a person’s condition deteriorates, he or she
may be re-prioritized to a higher level. However, cli-
ents will be placed on the 3A and 4A wait list using
their original 3B or 4B wait-list date—and therefore
possibly ahead of other 3A or 4A clients who have
been waiting at a higher-needs priority level for a
longer time.

All three of the CCACs used judgment in deter-
mining which clients were a crisis priority, includ-
ing a determination of the caregiver’s burden.
Caregiver burden considerations can potentially
give one client priority over another whose needs
are more urgent and whose caregiver burden is at
least as arduous but whose caregivers are less insist-
ent. To reduce the risk of inappropriately designat-
ing clients as crisis, one CCAC required a senior
manager to review each crisis designation and
sign a crisis approval form. In most of the files we
reviewed, the senior manager had signed this form.
Another CCAC required a second case manager to
review each crisis designation. However, 50% of
the files we reviewed did not indicate whether this
review had been completed. The third CCAC did
not require crisis designations to be reviewed by a
second person, but said that more borderline cases
could be discussed between case managers.

We noted that two of the CCACs used additional
factors, which were not specifically based on needs,
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for designating clients as crisis. For example, one
CCAC’s policy included designating clients as crisis
if they had waited three years in an LTC home that
was not their first choice. Another CCAC, which had
a program to enable hospitalized clients to wait at
home for an LTC placement, designated such clients
as crisis once they had waited at home for 30 days,
mostly because of difficulties the clients had with
coping at home.

Patients waiting in hospital for an LTC home
bed are generally prioritized as a 3A or 4A, with
no priority over people waiting in the community.
We noted that one other province gives a higher
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Figure 4: Commonly Used Long-term-care Home Priority Levels
Source of data: Long-Term Care Homes Act and Ministry of Health and Long-Term Care

Priority Ranking within
Description Level Eligibility Criteria Priority Level
Crisis 1 ® Client requires immediate placement, such as a client with By urgency of client’s
dementia whose primary caregiver dies need for placement

* (Client waiting in a hospital that the LHIN has declared “in
crisis” to free up beds when the hospital is experiencing
severe capacity pressures

Reunification with 2 Client is eligible based on care needs and wishes to reside in By date of spouse/
spouse/partner who the same LTC home as spouse/partner partner's admission to
already resides in the the home

LTC home

Clients who are of, 3A Client or spouse/partner has applicable background, and By date of application to
or whose spouse/ client: LTC home

partner is of, the * has higher care needs*;

same religion, ethnic °

is waiting in hospital; or
* s residing in another LTC home, but this is their first choice
of LTC homes
3B Client or spouse/partner has applicable background, and By date of application to
client: LTC home
* does not meet eligibility for 3A, but is otherwise eligible
based on care needs;
* s residing in another LTC home and has applied for a bed in
this home, but this is not their first choice of homes; or
® does not have care needs, but wishes to reside with
spouse/partner who is already in the home

origin or linguistic
origin that the LTC
home specializes in

Other clients 4A Client not eligible for any other higher priority level who: By date of application to
* has higher care needs*; LTC home
® is waiting in hospital; or
® s residing in another LTC home, but this is their first choice
of LTC homes
4B Client not eligible for any other higher priority level who: By date of application to
* s eligible based on care needs; LTC home
® s residing in another LTC home and has applied for a bed in
this home, but this is not their first choice of homes; or
* does not have care needs, but wishes to reside with
spouse/partner who is already in the home
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* The Provincial Placement Committee’s guideline indicates that clients with higher care needs are generally those with a RAI-HC score of 16 or higher, or those
with both a RAI-HC score of 11 to 15 and a MAPLe score of 4 or higher.

wait-list priority to people who are waiting in the patients waiting for an LTC home in this particular
hospital, in order to more quickly free up hospital hospital are generally given crisis priority. When
beds for other patients. In Ontario, in order to free these patients move up to the crisis priority level, it
up hospital beds more quickly when a hospital is causes other 3A/4A patients, both in other hospitals
experiencing severe capacity pressures, the LHIN as well as in the community, to wait longer for an

can declare the hospital to be “in crisis,” and all LTC home. In 2011, two of the CCACs we visited



had a combined total of nine hospitals declared in
crisis; and one of the hospitals was designated as
being in crisis for most of that year.

The Act requires that crisis clients be prioritized
on the basis of urgency of need. However, the
CCACs we visited told us that all crisis clients have
high needs, so it is often hard to distinguish whose
needs are more urgent.

One of the CCACs prioritized crisis clients on
the basis of their total wait time for an LTC home.
Another CCAC prioritized most crisis clients on
their total wait time as well, but also maintained
a “high-crisis” list that gave top priority to clients
with the most urgent needs waiting in the com-
munity. The third CCAC generally gave priority to
crisis clients according to their wait time in just the
crisis category.

After crisis clients, spouses and partners—
including relatives or friends—of current LTC home
clients are the next-highest-level priority. During
our audit, the Ministry clarified its definition of
partner to include only those individuals who had
lived with the client during the year preceding
the client’s application to an LTC home. All three
CCACs visited had adopted this clarified definition.

The Act gives clients seeking LTC homes that
serve their religion, ethnic origin or linguistic origin
a category 3 priority level. Although no documenta-
tion is required to be placed in this priority level,
it is important for CCACs to accurately identify
clients who are entitled to this priority. However,
for three of the specialty homes at one CCAC, 26
clients, accounting for 75% of all the clients ranked
at the priority level 4A/4B, actually qualified for the
higher 3A/3B priority level. We brought these cases
to the attention of the CCAC, which reclassified
them to priority level 3A/3B. While all the clients
moved up the wait list, nine of the clients moved up
the wait list by more than 600 people. This CCAC
indicated that, because no one moved to the top
position on the wait list, none of these clients had
missed a bed offer.

Long-term-care Home Placement Process “

Placing Clients on the Wait List

Client Application to Homes

The Act requires CCACs to provide clients with
information on the implications of different LTC
home choices, and, if the client wishes, assistance
in selecting homes. Clients eligible for an LTC
home generally select a maximum of five homes,
with crisis clients permitted to select an unlimited
number of homes. Clients complete an application
for the home(s) to which they wish to apply; if
more than one is selected, they rank them in order
of preference. This application is provided to the
CCAC. However, there is no deadline for completing
the application. This gives clients and their family
time to consider their options carefully. However,
for hospital patients it can also extend the time that
they occupy a hospital bed.

Under the Act, clients have the right to voluntar-
ily choose which LTC home(s) they want to apply
to; in February 2011, and again in May 2012, the
Ministry clarified with the LHINs that clients can-
not be required to choose from a pre-selected list of
homes. In essence, clients can only be placed in a
home that is acceptable to them. However, we noted
that one CCAC had a policy of asking crisis clients to
select homes with current vacancies or short waiting
lists if the applicant’s selected home(s) could not
accommodate immediate admission. If the client did
not agree to do this—perhaps because of distance
from family or because the homes were older facili-
ties—he or she might lose the crisis designation, and
be moved to a lower priority level by the CCAC. We
noted that another CCAC had a policy in place until
October 2011 that required crisis clients to choose
all homes within 70 kilometres of their residence,
or similarly risk losing their crisis designation.
However, the Ministry required this CCAC to change
the policy, stating that the crisis designation is based
on the clients’ condition or circumstances, not on
their willingness to consider alternative LTC home
choices. This CCAC indicated that it focuses on cli-
ents requiring immediate placement when designat-
ing clients as crisis.
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Numerous studies have shown that remaining
in hospital longer than medically necessary, includ-
ing waiting in hospital for an LTC home, can be
detrimental to a person’s health for various reasons,
among them the potential for a hospital-acquired
infection such as C. difficile, and, for older patients,
a decline in physical and mental abilities due to
lack of activity. As well, it is much more costly for a
person to wait in hospital than in an LTC home or
at home with appropriate home-care support, and
it might prevent another person requiring hospital
care from occupying that bed. We determined using
ministry data that, during the 2011/12 fiscal year,
19% of clients waiting in hospital had applied to
only one home. In fact, at one CCAC we visited,
35% of clients waiting in hospital had applied to
only one LTC home. While this practice would tend
to increase the time clients wait in hospital for a bed
in their preferred home, we noted that the median
wait time province-wide for 3A and 4A hospitalized
clients was about half that of people waiting in the
community. This may be due to hospitals encour-
aging clients to apply to homes with vacant beds.

Rather than allowing patients to wait in
hospital for their preferred home, our research
indicated that many other provinces have stricter
policies: five provinces require the patient to go
to the first vacant bed in any LTC home; and two
provinces require patients to go to any LTC home
within 60 and 100 kilometres, generally of their
home, respectively.

Acceptance/Rejection by LTC Homes

The CCAC forwards client applications, including
information on the client’s care needs, to the applic-
able LTC homes. At the three CCACs visited, this
information was usually faxed. At the time of our
audit, the Ontario Association for Community Care
Access Centres was piloting a system at six CCACs
for the electronic transmission of documents to and
from LTC homes.

Under the Act, LTC homes generally have five
business days to accept or reject an application.

If the home requires more information from the
CCAC, the home has three additional days after

it receives the information to make its decision.
According to ministry data, in the 2011/12 fiscal
year LTC homes province-wide made a decision

on 65% of the applications within five business
days. LTC homes responded to 90% of applications
within 28 days.

We were informed that LTC homes rarely reject
clients unless they have very high care needs; in the
2011/12 fiscal year, only about 1% of clients’ appli-
cations were rejected. An accepted client can move
into the LTC home immediately if a bed is available.
However, in most cases the client is added to the
home’s wait list based on the client’s priority level
because no bed is currently available.

Reassessing Clients

In some cases a client’s condition can deteriorate
significantly while waiting for an LTC home bed.
These changes might merit adjusting the client’s
priority level to a higher level, such as a crisis
priority. As well, when beds become available, LTC
homes require up-to-date information about the
care needs of the clients who are moving in.
CCACs may be made aware of changes in a
client’s condition by various means, for instance
when the client’s family contacts the CCAC or
when the CCAC conducts a reassessment. The Act
requires that clients have an assessment or reassess-
ment within three months of their placement in
long-term care, which helps ensure LTC homes
have up-to-date information to prepare for the
client’s needs. This involves completing all aspects
of the initial eligibility assessment again, including
the RAI-HC assessment and the health assessment
(generally obtained from the client’s physician). As
well, ministry policy states that a reassessment of
the RAI-HC should be completed every six months.
This applies to clients requiring care at home, to
ensure their care plans meet their needs, as well as
to clients not receiving care at home and hospital-
ized clients. CCACs province-wide completed a



combined total of about 36,000 reassessments
of clients on LTC home wait lists in the 2011/12
fiscal year.

The CCACs visited confirmed that it is chal-
lenging to complete all required reassessments, and
therefore they used their resources as follows:

o Two CCACs ensured that assessments/
reassessments for the 10 highest-priority
clients on each home’s wait list had been
completed in the past three months. As well,
one CCAC indicated that clients with condi-
tions that were likely to change would be
reassessed every six months, while the other
CCAC indicated that it conducted as many
six-month reassessments as possible.

e The third CCAC’s approach was to reassess
3A/4A clients every three months and 3B/4B
clients every six months. (Clients ranked
3A/4A at each home are eligible for beds
before 3B/4B clients.)

For hospitalized clients and clients not receiving
CCAC care at home, conducting a quick “touch-
base” with clients and other appropriate persons,
including families, could more quickly provide
the CCAC with information on whether a client’s
condition has changed, and therefore whether a
more formal reassessment is needed to determine,
for example, whether a client’s priority level might
have also changed. Furthermore, identifying and
reassessing clients who are likely to be placed
within the next three months, such as those nearing
the top of the wait lists, might provide LTC homes
with the information needed to prepare for clients
without requiring that the CCAC repeatedly con-
duct a formal reassessment of all individuals every
six months.

As well, a quick “touch-base” might identify
clients already in an LTC home who stayed on wait
lists for other more preferred homes, but who have
subsequently decided to remain where they are.
One CCAC indicated that it followed up with clients
after six weeks, and all three CCACs indicated
that they followed up annually, for example, as
part of client reassessments. However, one CCAC
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visited did a one-time check of clients already in

an LTC home who were on the wait list for another
home, resulting in about 10% of those clients being
removed from the wait lists.

Placing Clients in LTC Homes

When a bed becomes available, the LTC home noti-
fies the CCAC and provides information on the type
of bed. This information includes whether the bed
is basic (varies from one or two people per room
in newer homes, to three or four people in older
homes) or preferred (that is, semi-private or pri-
vate) to match the client’s request; whether a bed in
a shared room is appropriate for a male or female;
and whether the bed is in a locked area and appro-
priate for clients requiring secure accommodation.
Once notified, the CCAC selects the client at
the top of that home’s wait list who matches the
specifications of the available bed. To better match
hospital patients to the first available appropriate
LTC home bed, Resource Matching and Referral
systems were being piloted in two LHINS, and the
remaining LHINs were expected to pilot similar sys-
tems during the 2013/14 fiscal year. The CCAC then
sends current information on the selected client to
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the LTC home. The LTC home reviews the informa-
tion and may accept or reject the client. Rejections
from LTC homes at this stage are generally because
the client’s needs have changed significantly since
the home accepted the initial application. If the
applicant is rejected, the client is notified and the
CCAC generally removes this client from the home’s
wait list and proceeds to the next person. Rejected
clients may apply to another home.

If the client is accepted, the CCAC contacts the
individual and offers him or her the bed. Under
the Act, the client has 24 hours to respond. If the
client accepts the bed offer, the Act requires that
he or she move into the LTC home within five days.
Our review of ministry data indicated that 83% of
beds offered to clients were accepted province-wide
in the 2011/12 fiscal year. Furthermore, 36% of
the clients who were placed got their first choice
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of homes. Other people who had not selected the
home as their first choice nonetheless were offered
the bed, and, after accepting, generally remained
on the wait list for their preferred home(s).

If a client applying from the community rejects
a bed, he or she is generally removed from all LTC
home wait lists for a period of 12 weeks. If the
client was waiting in hospital, he or she may remain
on the wait list for LTC homes, but under the Public
Hospitals Act the hospital has the option of charging
the client a hospital-determined fee to continue
waiting in a hospital bed.

In the latter half of the 2010/11 fiscal year, two
of the CCACs visited incorporated a process into
their information system to assist in tracking the
status of available LTC home beds, including when
the bed became available, to whom the bed was
offered, the date the bed was offered, and whether
the client accepted or rejected the bed. The third
CCAC used spreadsheets to track this information
but indicated that it was implementing an inte-
grated system similar to that of the other CCACs.

We noted that CCACs did not periodically review
client placement decisions in order to ensure the
highest-priority person was offered the available
bed. Furthermore, the information system used by
the CCACs did not have the capability to retrieve
what an LTC home’s wait list looked like on a
specific date, and therefore CCACs could not review
these decisions after the fact.

RECOMMENDATION 1

To better ensure that higher-needs clients are
identified and placed in long-term-care homes
(LTC homes) as soon as possible, Community
Care Access Centres (CCACs) should:

e develop a consistent province-wide pro-
cess for ranking clients within the crisis
priority level;

e in consultation with the Ministry, consider
conducting a periodic “touch-base” to deter-
mine whether wait-listed clients’ condition
or circumstances have changed and there-

fore require a reassessment of their needs,
rather than conducting formal reassessments
of all clients every six months as is currently
required; and

e conduct periodic independent reviews of
placement decisions to ensure that the
highest-priority client matching the bed
specifications (such as male versus female,
and private versus semi-private and basic
accommodation) is offered the first available
LTC home bed.

All of the CCACs visited agreed with this recom-
mendation and indicated that they would:

e work with the Provincial Placement Working
Group (a group comprising representatives
from each CCAC and the Ontario Association
of CCACs) to develop a consistent province-
wide process for ranking clients within the
crisis priority level;

e work with the Ministry of Health and
Long-Term Care to create a province-wide
standardization of the current CCAC pro-
cesses to include a periodic “touch-base”
to determine whether wait-listed clients’
conditions or circumstances have changed
and whether a formal reassessment is
required; and

e in conjunction with the Ontario Association
of CCACs, develop the necessary reports
to conduct periodic independent reviews
of placement decisions to ensure that the
highest-priority client matching the bed
specifications is offered the available LTC
home bed.

RECOMMENDATION 2

To help clients move out of hospital more
quickly and to help manage growing wait lists,
the Ministry of Health and Long-Term Care



(Ministry) should consider options employed
by other jurisdictions, as well as making more
community alternatives to long-term-care
(LTC) homes available and having LTC homes
provide more restorative and transitional care
programs to improve, among other things,
clients’ functioning.

As well, to better ensure that clients assessed
as eligible for an LTC home are placed as soon
as possible, the Ministry should streamline the
client health assessment (to avoid duplicating
information that is already obtained as part of
the eligibility assessment and to avoid poten-
tially delaying the process).

The Ministry values the Auditor General’s rec-
ommendation and will continue to demonstrate
its commitment to supporting seniors to remain
in their community through more community
alternatives. For example:

e As part of Ontario’s Action Plan for Health
Care the Ministry has announced a Seniors
Strategy focusing on supporting seniors to
stay healthy and live at home longer through
enhanced preventative care and home-care
services, thereby reducing pressures on
LTC homes and hospitals. The strategy will
help inform decisions regarding the role of
restorative and short-stay programs in LTC
homes and the future development of com-
munity alternatives closer to home.

e The 2012/13 Community Sector Invest-
ment in home care and community services
announced in the 2012 Ontario Budget
was allocated to the Local Health Integra-
tion Networks (LHINSs) in August 2012 to
increase investments in home care and
community services to support seniors and
other Ontarians at home and to reduce the
numbers of emergency room visits, patients
waiting in hospital for an alternative level of

Long-term-care Home Placement Process “

care, and avoidable hospital readmissions.

The government also signalled its intent to

increase financial support to the community

sector for three fiscal years.

e Regulatory amendments made in June 2008
and September 2009 enabled innovation
and flexibility in the delivery of Community
Care Access Centre (CCAC) home-care and
community services. Service maximums for
personal support/homemaking and nursing
were increased, and new services and service
locations were introduced.

The current health assessment requirements
were a response to concerns relating to the
content and timing of assessments during the
placement process that were identified as a
result of a Coroner’s Inquest into the deaths of
two residents at the hands of another resident
on his first day of admission (Casa Verde Nurs-
ing Home). In some instances duplication is a
necessary part of verifying information about
a client’s status and is a critical component of a
comprehensive assessment. The Ministry will
work with the CCACs and LTC homes to review
the health assessment process and will look for
opportunities to reduce unnecessary duplication
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in the process.

WAIT TIMES

According to ministry data, 50% of clients
province-wide (excluding crisis, spousal/partner
reunifications and persons waiting for a transfer

to another home) were placed in an LTC home
within 98 days in the 2011/12 fiscal year, with 75%
of clients placed within 10 months and 90% of
clients placed within about two years. This reflects
the wait from the time a CCAC received a client’s
request to be assessed for an LTC home until the
client was placed in a home. The median wait for all
clients not yet in an LTC home, including crisis and
spousal/partner reunification, drops to 85 days,
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primarily due to 90% of crisis clients being placed
within three months of being designated as crisis.
During the 2011/12 fiscal year, 15% of clients died
before receiving LTC home accommodation.

Wait Time Trends

As Figure 5 shows, the median wait times have
almost tripled from 36 days in the 2004/05 fis-

cal year to 98 days in the 2011/12 fiscal year. An
increase in the number of LTC home beds of 3%
during that period has not kept pace with the rising
demand from an aging population. However, the
wait time has decreased since 2009/10, due in part
to tighter eligibility requirements under the new
Act that took effect in July 2010.

About 85% of LTC home residents are aged 75
and over, and between 2005 and 2012 the number
of Ontarians aged 75 and older increased by more
than 20%. According to Statistics Canada, between
2012 and 2021, Ontario’s population aged 75 and
older is expected to increase by almost 30%. This
trend will likely increase the demand for long-term
care, although enhanced community alternatives
could meet some of these needs. As well, beginning

Figure 5: Long-term-care Home Median Wait Times*
and the Number of Ontarians Aged 75 and Older,
2004/05-2011/12

Source of data: Ministry of Health and Long-Term Care and Statistics Canada
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* Excludes crisis, spousal-partner reunifications and transfers between
LTC homes.

in 2021, the first of the baby boomer generation—
those born between 1946 and 1964—will start to
turn 75, at which point the demand for long-term
care is expected to become even greater.

Wait Times by CCAC and Client Priority

Ministry data indicates that applicants who live

in some areas of the province get into LTC homes
more quickly. In particular, median wait times for
LTC homes in the 2011/12 fiscal year ranged from a
low of 50 days at the Erie St. Clair CCAC to a high of
187 days at the North West CCAC. (Overall, 90% of
clients were placed within a low of 317 days at the
Central West CCAC to within a high of about 1,100
days at the Champlain CCAC, as shown in Figure 6.)
Part of this variance reflects differences among
CCACs in the demand for long-term care due to
population health and age characteristics in that
region of the province, as well as the number, age
and location of LTC home beds.

According to the Ontario Hospital Association,
as of March 31, 2012, about 1,000 people were
waiting province-wide in an acute-care hospital
bed for a bed in an LTC home; another 1,000 were
waiting in other types of hospital beds, such as
rehabilitation or mental health beds. We noted that
the number of people waiting in hospital for an LTC
home bed had decreased by about 25% since March
2010. However, for those still waiting, the wait time
until placement had significantly increased. Min-
istry information indicated that, in the 2011/12 fis-
cal year, about half of the acute-care patients were
placed within about two months (within one month
in the 2009/10 fiscal year), with 90% placed within
495 days (within 128 days in 2009/10). Wait times
in hospital tend to be longer for harder-to-care-for
patients, for example, people who have dementia,
are significantly overweight, or require frequent
medical treatments such as dialysis.

The Act requires CCACs to provide an “estimated
wait time” to clients who request information on
their expected wait. The CCACs visited said that
clients have become upset if their actual wait time
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Figure 6: Number of Days Within Which 90% of Each CCAC’s Clients Were Placed, 2011

Source of data: Ministry of Health and Long-Term Care

exceeded the estimate. Therefore, the CCACs gener-
ally tell clients how long the top person on the wait
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list, at the same priority level as the client, has been
waiting so far. We reviewed ministry wait-list data as
of March 31, 2012, to see how long clients had been
waiting. For those in the crisis category, including
those who previously waited at a lower priority level,
their median total wait time up to that point was

94 days. People in categories 3A and 4A had been
waiting a median of 423 and 309 days, respectively,
with people in categories 3B and 4B (considered to
have lower needs than 3A and 4A clients) waiting a
median of 712 and 587 days, respectively.

In the 2011/12 fiscal year, about 5,600 (or
22%) of the LTC home placements were for clients
in the crisis priority level and another 71% were
from the generally higher-need categories 3A and
4A. As shown in Figure 7, based on the number of
people waiting and the number actually placed in
the prior year, the expected time to placement for

people in the lower priority levels could often be
many years.

As well, the high priority given to crisis clients
may make it difficult for non-crisis clients to get
into some homes. For example, ministry data shows
that at more than 70 LTC homes, at least half of
admissions during the 2011/12 fiscal year were
crisis clients. In fact, at one CCAC visited, crisis cli-
ents made up two-thirds of placements to the four
most popular LTC homes—that is, the homes with
the longest wait lists. Furthermore, ministry data
showed that more than 40% of crisis placements in
the 2011/12 fiscal year were people whose prior-
ity level was escalated to crisis (for example, due
to their condition deteriorating or circumstances
changing, such as increased caregiver burden) in
order to place them quickly after they had waited at
a lower priority level, in some cases for an extended
period of time.
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Figure 7: Number of Clients Waiting for Long-term Care, Number of Placements and Expected Average Time to

Placement for Commonly Used Priority Levels
Prepared by the Office of the Auditor General of Ontario

# of People # of People

Waiting as of Placed During the Expected Time
Priority Level March 31,2012 2011/12 Fiscal Year to Placement
1 — Crisis 1,400 5,600 3 months
2 — Spousal/partner reunification 200 900 2.5 months
3A — Religious, ethnic, linguistic home (higher needs) 3,100 900 3.5 years
3B — Religious, ethnic, linguistic home 1,400 100 14 years
4A — Other (higher needs) 19,700 17,000 1 year
4B — Other 5,800 800 7 years

Impact of Client Choices on Wait Times

Although the Ministry provides funding to LTC
homes, residents must make a co-payment for their
accommodation costs. As of July 2012, the monthly
co-payment ranged from a low of almost $1,700 per
month for basic accommodation to a high of over
$2,200 for private accommodation. The co-payment
for semi-private and private accommodation in
newer homes (that is, the approximately 55% of
long-term-care beds that generally meet or exceed
the Ministry’s 1999 LTC home design standards) is
about $30 to $50 more respectively per month than
for older homes. Financial assistance is available
from the Ministry if a resident is unable to pay, but
only for basic accommodation.

The Act allows LTC homes to designate up to
60% of their beds as preferred—private or semi-
private—accommodation, which means a minimum
of 40% of their beds must be basic accommodation.
However, almost 60% of clients applying for an LTC
home bed requested basic accommodation. There-
fore, clients who can afford to pay for preferred
accommodation may get placed faster than clients
applying for basic accommodation, regardless of
their medical needs.

Furthermore, people pay the same rate for basic
accommodation in homes of any age, even though
basic accommodation in a newer home has only one

25,300

or two people per room, compared with up to four
people per room in an older home. Partially as a
result of this, newer homes tend to have longer wait
lists (many over 1,000 people), while less desirable
homes may have empty beds for lengthier periods
of time. Therefore, clients selecting less desirable
LTC homes that have available beds or short wait
lists can get placed more quickly.

Public Reporting of Wait Times

Health Quality Ontario publishes the overall prov-
incial LTC home wait time annually. However, no
information was reported on regional wait times or,
more specifically, the wait times for each LTC home.
Reporting wait times for particular homes is some-
what complex because wait times vary based on a
number of factors, including the priority level of the
client and the type of accommodation chosen.

In August 2012, one of the CCACs we visited
began publicly disclosing on its website informa-
tion on wait times for each LTC home in its region,
including the number of clients waiting for each
type of accommodation, the average number of
days that clients have waited so far, and the average
number of beds that became available monthly. We
believe this is a good initiative for providing public
wait time information.



|| RECOMMENDATION 3

To better ensure that clients have sufficient
information on the long-term-care (LTC) home
placement process and wait times for LTC home
admission, the Ministry of Health and Long-Term
Care (Ministry), in conjunction with the Com-
munity Care Access Centres (CCACs), should:

e provide the public with detailed information
on the LTC home admission process and
the policies in place to ensure the process is
administered equitably;

e examine options for encouraging greater
utilization of basic accommodation in less
desirable homes; and

e promote the public disclosure of informa-
tion that would help people choose which
LTC homes to apply to, such as wait times
by home, by type of accommodation—pri-
vate, semi-private and basic—as provided
on one CCAC'’s website, and wait time by
priority level.

The Ministry agrees with the principles identi-
fied in the recommendation and will work with
the CCACs, through the Ontario Association of
Community Care Access Centres, to continue

to promote ongoing and timely communication
of appropriate information regarding the LTC
home placement process. The Ministry will con-
tinue to work in partnership with CCACs in the
ongoing review of these policies and processes.
Further, the Ministry regularly reviews the poli-
cies and processes to ensure maximum utiliza-
tion of all levels of accommodation in all homes.

Although this recommendation was not directed
toward the CCACs, one CCAC highlighted its sup-
port for the disclosure of information that would
help people choose which long-term-care homes
to apply to, such as average wait times by home.

Long-term-care Home Placement Process m

OVERSIGHT

The Ministry is responsible for ensuring compliance
with the Long-Term Care Homes Act (Act), which
includes the LTC home placement process. The
Ministry indicated it commenced monitoring the
placement process in fall 2011, primarily by follow-
ing up on complaints it received directly. We noted
that the three CCACs visited all had processes in
place for handling complaints. They indicated that
very few complaints—on average, fewer than 20
per year—had been received about their LTC home
placement process. Although one CCAC provided
some general complaint statistics to its LHIN, no
other information on complaints was regularly
provided by the CCACs to either the LHINSs or

the Ministry.

Otherwise, the Ministry has delegated the
oversight of the CCACs to the LHINSs. The Local
Health System Integration Act restricts LHINS’ access
to information on individual clients. However,
through the LHINS’ performance agreements with
the CCACs, the LHINS receive information on the
percentage of higher-needs clients who are placed
in LTC homes. Furthermore, the CCACs visited all
provided additional information to their LHINSs
regarding the LTC home placement process, such
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as the number of crisis placements by location in
which the client was waiting and the number of
placements by hospital.

Although the Ministry agreed with the recom-
mendation in our 2010 Discharge of Hospital
Patients report, regarding the need to establish
benchmark standards for completing each stage in
the LTC home placement process (such as times to
determine client eligibility, for hospital clients to
complete applications, to get clients onto a wait list,
and to place clients), there are still few benchmark
standards for this process. (See the Discharge of
Hospital Patients follow-up section in Chapter 4 for
additional information on the current status of this
recommendation.) Other performance measures
that would provide the Ministry or LHINs with
information about the effectiveness of the LTC
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placement process could include wait times for L . .

. . . at home, wait times for clients requesting
clients requesting preferred versus basic accom- . . oo
preferred (that is, private or semi-private)

modation; wait times for clients waiting in hospital ) .
versus basic accommodation, and the

versus at home; percentage of clients who die while . . .
percentage of clients who receive their

requested transfer to another LTC home; and
e develop target guidelines for completing
each stage of the LTC home placement pro-
ce‘ss‘, s‘u‘ch as the tir‘nes t9 determine client
eligibility, for hospital clients to complete
To enhance the oversight of the long-term-care placement applications, and for clients to get
(LTC) home placement process, the Ministry onto a wait list.
of Health and Long-Term Care (Ministry), in
conjunction with the Local Health Integration _
Networks (LHINs) and Community Care Access

Centres (CCACs), should:
e develop consistent performance measures

awaiting placement; and percentage of clients
who receive their requested transfer to another
LTC home.

The Ministry will continue to review the
data requirements as necessary to provide

. ) regular reporting on and monitoring of
for monitoring the process, such as wait

) i L ) performance measures.
times for clients waiting in hospital versus
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Chapter 3
Section

Background

Metrolinx, an agency of the government of Ontario,
was created by the Greater Toronto Transportation
Authority Act, 2006, now the Metrolinx Act, 2006
(Act). According to the Act, one of Metrolinx’s
key objectives is to provide leadership in the co-
ordination, planning, financing and development of
an integrated, multi-modal transportation network
in the Greater Toronto and Hamilton Area (GTHA).
The GTHA consists of two single-tier municipalities
(Toronto and Hamilton), four regional munici-
palities (Durham, Halton, Peel and York) and 24
local municipalities.

In November 2008, Metrolinx formally adopted
a Regional Transportation Plan (RTP)—also known
as “The Big Move”—that sets out the priorities,
policies and programs for implementing a trans-
portation system within the GTHA. The RTP, which
was the result of two years of public consultation,
was adopted by Metrolinx’s Board of Directors
(Board), which at that time included representa-
tives from the GTHA municipalities.

Among the RTP’s more significant proposals is
to build more than 1,200 km of rapid transit with
the aim of getting 80% of GTHA residents within
2 km of rapid transit. The timeline for implementing
the RTP is 25 years. Its estimated cost of $50 billion

XNl Metrolinx—Regional
Transportation Planning

relates only to upgrading and expanding the regional
transportation network but does not include the esti-
mated maintenance that is expected to be required
to keep the additional transportation infrastructure
in a state of good repair over its useful life.

In the first 15 years, Metrolinx plans to imple-
ment the priority transit projects listed in Figure 1.
Metrolinx’s estimate of the cost of these projects is
approximately $33 billion, of which approximately
$3 billion had been spent by the province as of
March 31, 2012. For about half of these projects,
the majority of the funding comes from a 2007
provincial commitment of $11.5 billion, along with
previously announced project funding. The remain-
ing priority projects that are funded—such as the
Air Rail Link between Union Station and Pearson
International Airport and projects to revitalize
Union Station—are being funded from the prov-
ince’s capital budget for GO Transit (the commuter
rail and bus system serving the GTHA, a division of
Metrolinx). At the time it made the 2007 commit-
ment, the province asked the federal government to
contribute $6 billion toward the RTP’s implementa-
tion. To date, the federal government has com-
mitted $1.93 billion on a project-by-project basis.
The combined funding is expected to sustain the
RTP’s implementation until about 2018. By 2013,
Metrolinx must provide the province with recom-
mendations for funding the implementation of the
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Figure 1: List of Priority Transit Projects in the Regional Transportation Plan’s First 15 Years
Source of data: Metrolinx

Provincial
Estimated! Spending as of
Capital Cost March 31, 2012
Transit Priorities ($ million)  Funded ($ million)
Express rail service from Hamilton to Oshawa 5,970 No? -
Rapid transit line in downtown Hamilton 830 No? -
Rapid transit on Dundas Street in Halton and Peel 650 No? —
403 transitway from Mississauga City Centre to Renforth Gateway 259 Yes® 89
Hurontario rapid transit from Port Credit to downtown Brampton 1,350 No? —
Brampton’s Queen Street AcceleRide (now Ziim) 259 Yes® 95
Air Rail Link (ARL) between Union Station and Pearson Airport* 456 Yes® 40
“‘U‘bgrades to Georgetown South line 1,501 Yes® 407
VIVA bus rapid transit on Highway 7 and Yonge Street through York Region 1,755 Yes® 295
Yonge Street subway capacity improvements and extension to Richmond Hill 2,380 No? —
Spadina subway extension to Vaughan Metropolitan Centre 2,600 Yes® 891
Rapid transit on Eglinton Avenue 4,600 Yes®
Finch/Sheppard rapid transit 2,150 Yes® 471
Upgrade and extension of Scarborough rapid transit line 1,400 Yes®
Rapid transit service along Highway 2 in Durham 500 No? -
Improvements to existing GO rail services and extension of GO rail service to
Bowmanville 200 B
OtherProjects
Presto fare card 701 Yes® 364
Union Station revitalization (a combination of projects) 1,393 Yes® 355

1. Estimated capital costs were established in 2008, 2009 or 2010 depending on the project.

2. Funding is pending, so work has not yet been started on these projects.

3. Funding is in place for these projects, so in most cases work has begun.

4. The ARL will benefit from the upgrades to the Georgetown South line (see following row, beneath dotted line).

remaining projects contemplated under the RTP’s e regularly report on activities and progress
first 15 years as well as the projects contemplated in toward achieving the RTP.
years 16 through 25. Senior management of Metrolinx reviewed

and agreed to our objective and associated
audit criteria.

Aud it 0 bjective a nd scope We look.ed at the delivery to flat.e of three major
capital projects contemplated within the RTP’s

first 15 years, whose construction or development

The objective of our audit was to assess whether was under way at the time of our audit—the Air
Metrolinx had adequate systems and procedures in Rail Link, the Presto fare card and two significant
place to: projects that form part of the Union Station revital-

e cost-effectively implement the initial stages of ~ ization (restoring the train shed and replacing the
the Regional Transportation Plan (RTP); and switches in the Union Station Rail Corridor).



Our audit also assessed the processes followed
and progress made in implementing the RTP since
its adoption in 2008.

The audit was primarily conducted at Metro-
linx’s head office in Toronto, where we interviewed
staff and reviewed pertinent documents. We also
interviewed representatives from many of the
regions and municipalities within the GTHA, along
with representatives of their respective transit agen-
cies, to obtain their perspective on various aspects
of the RTP, its overall implementation and the indi-
vidual projects currently being implemented within
the plan. As well, we researched transportation
planning in other jurisdictions similar to the GTHA
to identify best practices and lessons learned that
could be applied to implementing the RTP within
the GTHA.

Our audit also included a review of the relevant
audit reports issued by Metrolinx’s internal audit
department and the province’s internal audit div-
ision, which were helpful in determining the scope
and extent of our audit work.

In the Greater Toronto and Hamilton Area (GTHA),
congested roads and highways and public transit
systems that are increasingly unable to meet the
transportation needs of a growing population
support Metrolinx’s mandate of expanding and
improving regional transportation across the
area. We noted that other jurisdictions facing this
problem have used similar stand-alone agencies
to co-ordinate regional transportation planning.
Accordingly, creating a co-ordinating agency like
Metrolinx is a reasonable strategy toward imple-
menting an effective, integrated and sustainable
transportation network in a large urban centre.

To successfully deliver on its challenging man-
date, Metrolinx must ensure that:

e individual projects under a regional trans-

portation plan deliver transportation that is

Metrolinx—Regional Transportation Planning

“seamless, coordinated, efficient, equitable
and user-centred”;

e a credible analysis of costs and benefits,
based on objective and sound data, exists for
each project;

e the project management process ensures that
risks are managed and that projects are deliv-
ered cost-effectively and on time;

e key stakeholders are sufficiently consulted
with; and

e clear targets are in place for achieving the
transportation plan, and there is regu-
lar reporting on progress in relation to
these targets.

Our review of the more significant projects in
the early stages of the Regional Transportation Plan
(RTP) identified a number of issues that must be
addressed by Metroling, if it is to follow the best
practices outlined above. Specifically:

e We believe that Metrolinx’s initial assump-

tions about projected annual ridership on
the Air Rail Link (ARL) may well be overly
optimistic. Although a final decision has not
been made on whether the ARL must recover
its annual operating costs and any of its cap-
ital construction costs, if operating the ARL
on a break-even basis is indeed the objective,
achieving that objective may not be feasible.
Ministry of Transportation documentation
indicated that a private-sector group that
previously was the successful proponent for
designing, building and operating the ARL
was unable to secure financing for the venture
because prospective lenders felt that despite
all reasonable efforts to attract riders, the
service might not generate enough revenues
to be a viable business. A market assess-
ment conducted by Metrolinx also suggests
that ARL ridership may not meet the initial
assumptions about ridership growth.

e Aregion-wide integrated transit fare system
is one of the RTP’s key strategies. The Presto
fare card now sponsored by Metrolinx is
regarded as a key component in implementing
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this strategy. Metrolinx’s view is that the

Presto fare-card system creates the underlying

technology platform needed for fare integra-

tion. But to date the card has not facilitated
fare integration within GTHA transit systems
because the fares across these systems are
themselves not integrated. We noted the fol-
lowing additional issues with respect to the

Presto fare-card system:

e When the Presto fare card was initially
developed, the Toronto Transit Commission
(TTC), which has over 80% of the GTHA’s
transit ridership, had not agreed to imple-
ment Presto on its system. Along with the
city of Ottawa, the TTC has now condition-
ally approved Presto’s adoption subject to
satisfactory resolution of some key issues.
However, to meet the requirements of
Ottawa and Toronto, Presto Next Genera-
tion (PNG) is currently being developed at
an anticipated cost of $498 million. In total,
more than $700 million could be paid to
the contractor for developing the original
Presto system and PNG. We acknowledge
that Presto is intended to be the primary
fare collection system on GO Transit and
municipal transit agencies in the GTHA and
therefore must be flexible enough to meet
the needs of agencies and to adjust to new
technologies as they become available;
however, it will be among the more expen-
sive fare-card systems in the world.

e Rather than competitively tendering the
development of PNG, Metrolinx decided
to develop it by way of open-ended change
orders under the existing vendor’s contract.
We believe that tendering would, at the
very least, have informed Metrolinx of
potential new developers and whether
other vendors might have had more cost-
effective technology solutions.

e Since going into service approximately two
years ago, Presto’s overall usage within

participating GTHA transit systems as

of March 31, 2012, was only about 18%.
Although seven of the eight municipal
transit agencies in the 905 area code have
implemented Presto, overall Presto usage
on those systems was even lower, at only
6%. These transit agencies currently cannot
completely eliminate their old fare systems
in favour of Presto because of some of the
fare card’s limitations.

e The contract for the Presto base system
contains 22 measures designed to gauge
the contractor’s performance in such
areas as system availability and customer
management. In 2011, the contractor
failed to meet the set standard in nearly
a third of the measures, but Metrolinx
did not seek any of the related penalties
stipulated in the contract. The contract
also contains reliability measures for the
devices used by the Presto base system, but
neither the contractor nor Metrolinx tracks
this information.

e The two major projects related to the revital-
ization of Union Station have experienced
significant cost increases over their initial cost
estimates. For instance, the cost of restoring
the train shed could now reach $270 mil-
lion—25% over Metrolinx’s initial estimate.
Similarly, the cost of replacing the switches in
the Union Station Rail Corridor could be more
than twice the amount of the original pur-
chase order, which totalled about $38 million.

Although those GTHA municipalities and transit

agencies we talked to questioned the priority given
to some of the RTP’s projects, they generally sup-
ported the plan as currently conceived. However,
some GTHA municipalities indicated that Metrolinx
needs to provide more regular updates on the major
projects under the RTP and on the RTP’s overall
status, including the strategies being considered to
fund projects contemplated under the plan that are
not yet funded.



Metrolinx welcomes the Auditor General’s
observations and recommendations. We have
already taken action to address many of the
Auditor General’s recommendations, and

we will continue our efforts to improve on
our processes.

The audit acknowledges that there is a press-
ing need to deal with congestion and improve
our transportation system. Metrolinx appreci-
ates the Auditor General’s observation that
creating Metrolinx was a reasonable strategy
toward implementing an effective, integrated
and sustainable transportation network.

The Greater Toronto and Hamilton Area
(GTHA) is Canada’s largest and fastest-growing
urban region. With the GTHA generating 25%
of Canada’s GDP, the productivity impacts of
congestion are significant. Today, GTHA com-
mute times are among North America’s longest.
With population in the area growing by 100,000
people per year, the GTHA is at risk of seeing
commute times continue to increase.

Metrolinx was created less than six years ago
with a mandate to transform the way the region
moves and a mission to champion and deliver
solutions for the GTHA. Our Regional Trans-
portation Plan (“The Big Move”) is intended
to lead integrated region-wide transit and
transportation planning.

We are committed to bringing forward
new solutions to boost economic growth and
help people and businesses move more easily
throughout the region. This transformation has
begun through a number of projects, such as the
Mississauga bus rapid transit/403 transitway,
the Toronto-York Spadina subway extension,
York VIVA rapidways, and Toronto light-rail
transit projects, as well as improvements on GO
Transit’s Kitchener line and the construction of
the Air Rail Link between Pearson International
Airport and Union Station.

Metrolinx—Regional Transportation Planning m

With nine transit systems in the GTHA, all
with various payment methods, Presto intro-
duced a new fare-payment system that gives
riders the convenience of being able to travel
within the GTHA seamlessly and conveniently.
As a regional fare card serving many transit
providers, Presto is a unique product and one
of the world’s most advanced fare-card systems
(similar to London’s Oyster card, The Nether-
lands’ OV-chipkaart and the Chicago Card).
Today, throughout the GTHA, Presto is deployed
among eight transit agencies and on GO Transit
systems. As of October 2012, more than 350,000
people were using the Presto card to travel
throughout the multiple transit systems, and we
have added an average of 22,000 customers per
month over the last six months. When Presto is
fully deployed on the TTC, its usage will grow to
2.5 million customers.

Detailed Audit Observations

The Greater Toronto and Hamilton Area (GTHA) is
Ontario’s most populous region, with over 6 million
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people—a total that is expected to grow to 8.6 mil-
lion by 2031. Currently, regional transportation
within the GTHA primarily is served by several
major expressways and by 10 different public tran-
sit agencies, each with its own separate fare and
infrastructure systems.

Symptoms such as congested roads and highways
and public transit systems that are increasingly chal-
lenged to meet the needs of ever-growing population
levels suggest that there is undoubtedly a pressing
need within the GTHA to expand and improve the
transportation system across the region, because
the existing system may no longer be meeting
the needs of the area’s residents and businesses.
Creating a co-ordinating agency like Metrolinx is
a reasonable first step toward implementing an
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effective, integrated and sustainable transportation
network within the GTHA. Our research indicated
that other major urban centres around the world
have used similar agencies to co-ordinate regional
transportation planning.

There are a number of best practices that such
agencies must follow to ensure the successful imple-
mentation of effective transportation within their
jurisdiction. Some of the key principles contained
in Metrolinx’s Regional Transportation Plan (RTP)
that guide the delivery of the individual projects
within the plan and the delivery of the overall plan
itself include:

e the individual projects should deliver trans-
portation that is “seamless, coordinated,
efficient, equitable and user-centred”;

e the projects should be subject to a fair, clear
and rigorous benefits case analysis process
that considers financial, economic, environ-
mental and social needs and impacts to ensure
that the most optimal investment decisions
are made;

e the project delivery process should ensure
that risks are managed and that projects are
delivered cost-effectively and on time;

e there should be sufficient consultation with
key stakeholders; and

e there should be clear targets for achieving the
RTP and regular reporting on progress in rela-
tion to these targets.

In reviewing several of the major priority transit
projects contemplated within the RTP’s first 15
years and in discussion with GTHA municipalities
and transit agencies, we noted that Metrolinx has
encountered challenges in successfully imple-
menting some of these practices. The following are
our specific observations.

AIR RAIL LINK

One of the more significant RTP projects currently
under construction is the Air Rail Link (ARL). As
Figure 2 shows, the completed ARL will provide rail
service between Canada’s two busiest transporta-

tion hubs: Union Station in downtown Toronto and
Toronto Pearson International Airport. The ARL’s
target completion date is spring 2015, in time for
the Pan/Parapan American Games to be held in
Toronto in summer 2015.

The 25 km line will primarily use GO Tran-
sit’s existing Georgetown South rail corridor. A
new 3.3 km branch line (“spur”) connecting the
Georgetown South line with the airport is also
being constructed. The ARL will have four stops:
Union Station, the Bloor GO station, the Weston
GO station, and Terminal 1 at the airport. Trains
are expected to run every 15 minutes, seven days
a week. A one-way trip is expected to take 25 min-
utes. Metrolinx expects the ARL to be a premium
rail service: some of the features being considered
include on-board refreshments, Wi-Fi, power
outlets for laptops, screens with flight information,
self-service airline check-in machines and luggage
facilities. Metrolinx has not yet determined the fare
range for this service. (Fares will probably vary
according to how far along the ARL a rider travels—
that is, one, two, or three stops—but the specific
fares have not yet been determined.)

As Figure 3 shows, the ARL’s estimated cost
is about $456 million. A significant number of
enhancements are also under way on the George-
town South rail corridor, primarily to support an
increase in the level of service for GO Transit on
that line; but the ARL will also benefit from these
enhancements. The estimated total cost of the
enhancements on the Georgetown South rail cor-
ridor is about $1.5 billion.

Cost Recovery

At the time of our audit, the province had not
specifically required that Metrolinx recover the
cost of operating the ARL from revenues that the
service generates. The Ministry of Transportation
(Ministry) informed us that Metrolinx would set the
ARUs fare in consultation with the province.

If operating the ARL on a break-even basis
is indeed the objective, this may prove to be
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Figure 2: Map of the Air Rail Link

Source of data: Metrolinx

Waston 70 49
Air Fail Lin

Figure 3: Estimated Cost of the Air Rail Link ($ million)

Source of data: Metrolinx

Estimated
Description Cost
“Spur” and station in Terminal 1 at
. 168
Pearson Airport
Trains 98
Other (stations, tracks and signals, etc.) 190
Total 456

a challenge for Metrolinx. In 2003, Transport
Canada announced a private-sector group as

the successful Public-Private Partnership (P3)
proponent that would design, build and operate
the ARL. However, the group was unable to secure

financing for the venture because its lenders did

not feel that they had sufficient protection from
“no market” risk (that is, from a situation where,
despite all reasonable efforts to attract riders, the
service does not generate enough revenues to be a
viable business). They perceived this project to be
riskier than other infrastructure projects because
there was no “pre-existing demonstrated revenue
stream.” The group proposed that the province
assume the lenders’ risk by purchasing ARL assets
if the “no market” scenario arose. The province
rejected this proposal, so the group walked away
from the project. In 2010, the government decided
that the province, through Metrolinx, would build
and operate the ARL itself.
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Metrolinx’s preliminary estimate of the ARL’s
annual operating cost is approximately $30 million.
However, according to Metrolinx, the cost could
well be higher, because the service’s exact nature
has not been finalized, so some relevant costs may
not have been identified yet. For example, the
estimate does not include the annual access fee of
approximately $5 million that GO Transit was going
to charge the private-sector group for using the
GO-owned Georgetown South rail corridor. As well,
if the fare was to recover the capital cost of the pro-
ject over time, we estimate this would approximate
$20 million annually over a period of 20 years. If
that amount is included as part of the ARL’s operat-
ing cost, the total cost to be recovered from fares
each year would rise to about $50 million.

Metrolinx’s projection of annual ridership for
the nine-month period of April 2015 to December
2015 is 1.35 million (based on the assumption
that the one-way fare for riding the full distance
would be $20), and its estimate for the full first
year is 1.8 million riders. The agency expects that
ridership will increase by more than 65% to nearly
3 million by year 3, capturing 10.3% of the surface
access market—primarily travellers using taxis
or those travelling by car who either park at the
airport or are dropped off and/or picked up. If the
aim was for the ARL to break even in its first year (a
goal that has not yet been decided on), Metrolinx
would have to charge about $28 for the full dis-
tance (based on current ridership projections and
estimated annual operating costs, including capital
amortization). Under the private-sector group’s
proposal, the fare for a full one-way ARL trip was
expected to be $27. If ARL ridership increases as
projected by Metrolinx, the break-even fares over
the longer term would be lower. But the following
factors lead us to question whether ridership will
actually grow as currently projected:

e Although the projected capture rate of 10.3%

is comparable to that of other North American
airport rail services, these services differ signifi-
cantly from the premium downtown-to-airport
rail service that Metrolinx anticipates offering.

Their one-way ticket prices range from only

$1.60 to $13.00, compared to a ticket price

for the ARL that may well cost $20 to $30. We

believe that the ARL's high fare will negatively

affect the projected ridership capture rate.

e The results of a market assessment of GTHA
residents conducted in November 2011 by
Metrolinx revealed the following:

e More than 90% of GTHA residents leave
from and return to their home when travel-
ling, so the added cost and inconvenience
of getting to and from one of the three ARL
stations with their luggage would prob-
ably discourage some residents from using
the ARL.

e The ARL’s likely price point may also be a
concern. Although nearly 70% of potential
riders currently using Union Station as an
airport access or egress point indicated that
they would probably use the ARL, nearly
75% of those respondents who were GTHA
residents also indicated that they would
not be willing to take the ARL at a cost of
$22.50 or more. As well, 60% of visitors
and 90% of airport employees would not
use the ARL at a cost of $22.50 or more. As
would be expected, the percentages who
would not use the ARL increased as the
proposed price increased.

Metrolinx advised us that it did take these fac-
tors into consideration but still concluded that its
ridership projections at these premium fare levels
would be achieved.

. RECOMMENDATION 1

Metrolinx should work with the Ministry of
Transportation to clearly define the business
model under which the Air Rail Link (ARL)
should operate to ensure that the ARL will be
aviable and sustainable operation. Given the
importance of having a reliable estimate of
projected ridership at the various possible fare
levels, Metrolinx should periodically update its
ridership forecast.



The Air Rail Link (ARL) will provide direct,
reliable express service connecting Canada’s
two busiest transportation hubs: Union Sta-
tion and Pearson International Airport. It is a
priority project of the Regional Transportation
Plan (“The Big Move”) and is scheduled to open
in 2015.

Metrolinx agrees with the Auditor Gen-
eral on the importance of reliable ridership
forecasts, and independent analysis has been
obtained to create ridership projections.

As the ARL launch approaches, a number of
significant decisions need to be made. Metrolinx
will continue to use best-in-class ridership infor-
mation to guide our internal decision-making
and to inform our business model, and we will
continue working with the Ministry of Transpor-
tation to finalize the business model.

As we would with any new service, Metro-
linx will closely monitor the ARL over its first
years of operation and make adjustments based
on customer feedback we receive.

The “Spur” Line

As noted earlier, the ARL requires the construction
of a new 3.3 km branch line, commonly referred

to as the “spur,” off of GO Transit’s Georgetown
South rail corridor connecting to a new passenger
station in Pearson International Airport’s Terminal
1. In July 2010, when Metrolinx became responsible
for ARL development, the government directed it
to evaluate options for the delivery of the “spur”
line and any related station work, including pos-
sibly using the Public-Private Partnership (P3)
model—which in Ontario is called the Alternative
Financing and Procurement (AFP) model. Gener-
ally, AFPs are contractual agreements between the
government and the private sector under which
the private-sector businesses provide assets and
deliver services, and the various partners share the

Metrolinx—Regional Transportation Planning m

responsibilities and business risks. A Crown Agency,
Infrastructure Ontario (I/0), oversees the delivery
of all AFP projects in the province.

Before deciding on the delivery model for a par-
ticular project, I/0 assesses which delivery model
will provide the most value for money (VFM). This
VFM assessment compares the total project costs of
two different delivery models (that is, AFP versus a
traditional delivery method). Four basic categories
of cost make up the total project costs under each
delivery model: base project costs (for example,
construction costs), financing costs, the monetary
value of the risks that will be retained under each
delivery model, and any ancillary costs (such as
legal, project management or engineering advisory
fees). Any positive difference between the AFP and
the traditional delivery model represents the esti-
mated monetary benefit from using the AFP.

On the basis of a positive VFM assessment, /O
decided to use the AFP model in the delivery of the
“spur”; a $128.6 million contract was subsequently
awarded to a private-sector consortium. With
respect to the procurement of the AFP contractor,
we found that the process was competitive and fair
to all respondents.

In evaluating the VFM of procuring assets either
in the traditional manner or by way of the AFP
model, it is often the value of the risks retained
under each delivery model that tends to tip the
scale in favour of the AFP model. The VFM assess-
ment concluded that using the AFP model for
delivery of the “spur” would result in a net savings
of about $20 million. While the total of the base
project costs and ancillary costs under the AFP
approach was estimated to be about $22 million
higher, this was offset by an estimated $42 million
in savings related to the transfer of risks under
the AFP model. As Figure 4 shows, the two largest
risks retained under the traditional delivery model
are construction risk (the cost associated with
construction delays) and design and tender risk
(the cost incurred because of omissions in the
original design and changes that are required after
construction has started). These two risks account
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Figure 4: Valuation of the Retained Risks
Source of data: Infrastructure Ontario

Traditional Delivery* AFP Delivery?

Retained Risks

Construction 21,160 42 1,327 15
Design and tender 12,618 25 1,525 18
Policy/strategy 6,518 13 1,688 20
Site conditions/environmental 5,428 10 1,107 12
Project agreement 871 2 581 7
Permits and approvals 354 1 64

Other 3,722 7 2,310 27

1. Under the traditional delivery model, the province bears all the risks.

2. Under the AFP delivery model, risks are shared between the province and the contractor.

for two-thirds of total risk retained under the trad-
itional delivery model.

Of concern to us is the process used to assign
values to the various risks seen as being retained
under the two delivery models. Specifically:

e The values assigned to the risks seen as
retained under both delivery models were
derived based on the judgment of 1/0 staff,
Metrolinx staff and a consulting firm that
devised the probabilities and impacts associ-
ated with the various risks. While we acknow-
ledge that I/0 has significant experience in
capital projects such as hospitals, courthouses
and other buildings, we saw no evidence that
the estimates of the risks of delivering the
“spur” under traditional procurement were
based on actual experience of similar, trad-
itionally procured transportation projects. For
instance, over the past eight years GO Transit
has completed a number of large and complex
rail and grade-separation projects. The actual

alternatives, which was the deciding factor in
going with the AFP approach.

Because Metrolinx would be locked in very
early on the specifications of the project
under the AFP model, the additional cost that
could be incurred as planning and design
progress because of subsequent changes iden-
tified and considered necessary could also
have been considered in the allocation and
valuation of the risk retained under the AFP
delivery model.

1/0’s procedures allowed the consulting firm
that devised the project’s risk allocation matrix
to later bid on a contract to provide engineer-
ing and technical advisory services to support
the planning and procurement of the “spur”
line under the AFP delivery model. The con-
tract was subsequently awarded to this firm.

RECOMMENDATION 2

experience from these could have been used
to assess the reasonableness of the values
assigned to the risks that are seen as being
retained under the traditional delivery model,
especially given the significant $42 million
risk differential between the two procurement

When assigning values to transferable risks in
the evaluation of value for money between pro-
curing assets by way of the traditional method
or by way of the Alternative Financing and Pro-
curement (AFP) model, actual experience from
recent traditional infrastructure procurements
and AFPs should be thoroughly assessed.



The process for developing the value-for-money
analysis was robust and based on current best
practices. An experienced transportation con-
sulting firm created a standard transportation
risk matrix based on the firm’s analysis of indus-
try data and on its own in-house experience.
The matrix values were then further reviewed
and revised by Metrolinx and Infrastructure
Ontario in consultation with the external advis-
ers. Given the design and construction risks and
the scheduling risk for this project, the Alterna-
tive Financing and Procurement (AFP) model
was determined to deliver value for money
compared to traditional delivery.

Infrastructure Ontario ensured that strict
controls were in place to maintain objectivity
of the firm conducting the value-for-money
analysis and the engineering advisory services.
For future projects contemplated under the
Regional Transportation Plan, Infrastructure
Ontario and Metrolinx will continue to use risk
workshops to fully assess the actual experience
of transportation projects procured under trad-
itional methods, including new developments in
procuring large transportation projects both in
and outside of Canada.

PRESTO FARE SYSTEM

Currently, there are 10 public transit agencies in
the GTHA, each with its own fare structure and a
separate system for collecting fares. As a result, for
example, a person travelling from a local bus in
one GTHA municipality to the GO Train and then
to the City of Toronto transit system must pay three
different fares. One of the RTP’s key strategies is to
“implement a region-wide integrated transit fare
system by 2012 that allows users to pay a seam-
less, integrated fare for all transit systems across
the region.”

Metrolinx—Regional Transportation Planning “

In 2002, the Ontario Ministry of Transporta-
tion, in conjunction with GO Transit and the GTHA
municipalities, began researching the development
of a regional fare card, now called Presto. Presto,
which is now one of Metrolinx’s priority transit
projects, allows transit riders to load amounts
onto a reloadable plastic card (the size of a credit
card) and pay their fares by tapping the card on
electronic card readers. Amounts ranging from $10
to $1,000 can be loaded onto the card online or in
person at participating customer service outlets.

A number of guiding principles for Presto’s
development and implementation were identified
in 2002, including the following:

e The fare system should, where possible, use
off-the-shelf products whose components can
be purchased from multiple sources.

e The fare system needs to have the ability
to add new transit participants of any size
without major modifications to its core
operational structure.

Project Cost

In October 2006, the Ministry of Transportation
signed a 10-year, $250-million contract with a
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vendor to design, develop and operate Presto for
the GTHA. The $250 million is composed of about
$150 million in capital development costs, $82 mil-

lion in operating costs, and taxes of about $20 mil-
lion. The province anticipated that all GTHA transit
systems, including GO Transit, would use this card.
To encourage this, the province has indicated that
the transfer of gas-tax funding to municipalities
would be contingent on their adopting and staying
with Presto.

However, when the agreement was signed the
Toronto Transit Commission (TTC), which has over
80% of the GTHA'’s transit ridership, had not agreed
to implement Presto on its system. Anticipating
that the TTC would eventually opt in, the agree-
ment with the vendor stipulated that the original
base system would be built with the capability to
expand to meet the needs of all Ontario transit
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providers without the need for significant modifica-
tions to core systems. The agreement also stated
that full rollout of the Presto base system was to be
completed by October 2010. Although GO Transit
started adopting Presto on its system in Novem-
ber 2009, followed by the GTHA municipalities

in the 905 area code in May 2010, full rollout
(meaning that Presto base was implemented on

all intended transit systems, and the fare system
was functioning as planned) did not occur until
February 2012.

In 2007, the City of Ottawa approved the
implementation of the fare card on its transit
system based on an agreed functionality to be
provided by Presto. In November 2009, the TTC
also conditionally approved the adoption of the fare
card subject to the satisfactory resolution of some
key issues (such as the system meeting the TTC’s
business needs and being affordable from both
a capital and an operating perspective). Rather
than expanding the Presto base system to meet the
requirements of Ottawa and Toronto, as had origin-
ally been planned, the Ministry of Transportation
decided to develop a new system, Presto Next
Generation (PNG).

The Presto base system, contrary to the guid-
ing principles established for its development,
works on a closed proprietary model: that is, the
contractor provides and controls the central system
and other infrastructure for the fare-card operation.
Changes can be made only through change orders

after direct negotiation with the contractor. The
Ministry and Metrolinx believe that developing
PNG on an open architecture framework, as had
been originally intended in 2002, will allow for
more procurement options should there be a need
to add additional functionalities in the future. At
the time of our audit, PNG was initially expected to
be rolled out in Ottawa in July 2012, but the rollout
was postponed to February 2013. Metrolinx was
also negotiating with the TTC to become a fully par-
ticipating PNG member in time for the 2015 Pan/
Parapan American games.

As Figure 5 shows, PNG’s anticipated cost
includes $498 million specifically for the system’s
development and $152 million to be paid to the
vendor for operating the system and running a
call centre until 2016, for an anticipated total of
$650 million. The total cost of developing Presto
base and PNG could well reach $700 million. As of
March 31, 2012, about $360 million of this amount
had been spent on system development costs, includ-
ing about $40 million in internal charges incurred
by the Presto office at Metrolinx, which has a staff
of about 60. Additionally, although one of the key
reasons for the new PNG is to meet the TTC'’s needs,
at the time of our audit the TTC had not yet formally
signed on to using the fare card. The TTC indicated
to us that one of its main reasons for not yet signing
on was that Metrolinx and the TTC had not yet final-
ized the TTC'’s service-level requirements and how
the service levels will be achieved through PNG.

Figure 5: Estimated Presto Project Costs ($ million)
Source of data: Metrolinx

Capital Operating

QOriginal contract (2006) 149.0 — 149.0 82.5 — 82.5
Nine separate requests to Metrolinx Board _

(August 2009-February 2012) 54.0 154.0 208.0 19.0 19.0
Additional request (April 2012)* — 344.0 344.0 - 152.0 152.0

Total 498.0

* At the time of our audit, the Board had approved only $48.5 million of this additional amount and had asked Metrolinx management to carry out further due
diligence on whether value for money is being received with respect to this expenditure.



RECOMMENDATION 3

Metrolinx should ensure that it formally consid-
ers the risks of continuing with the development
of Presto Next Generation (PNG), given that the
specific business requirements of the Toronto
Transit Commission (TTC) for using PNG on its
transit system and the costs for which the TTC
would be responsible have not yet been formally
agreed to.

Metrolinx has been working with the TTC since
2009 to define the business requirements of
Presto. The TTC approved the implementation
of Presto on November 23, 2011, and authorized
the execution of all necessary agreements. This
was reaffirmed on May 1, 2012, and we antici-
pate completing a master agreement with the
TTC in 2012. The discussions regarding the mas-
ter agreement have included both the operating
requirements and financial arrangements; thus,
these discussions have informed the develop-
ment of Presto Next Generation. As well, Presto
has been installed at 14 of the TTC’s highest-
volume subway stations and it is used daily by
more than 8,000 riders. It should be also noted
that the TTC has estimated that when Presto is
fully operational, costs for fare collection could
be reduced by up to $10 million annually from
current levels.

Fare Integration

As noted earlier, a key success factor of the RTP was
to develop a seamless and integrated fare for all
transit systems across the GTHA that would allow
riders to cross regional and municipal boundaries
using different transit systems by paying just one
fare rather than having to pay an individual fare for
every system travelled on. The Presto base system,
apart from facilitating fare arrangements between
GO Transit and bus systems in municipalities within

Metrolinx—Regional Transportation Planning

the 905 area code, has not in itself facilitated the
integration of fares across GTHA transit systems.
Currently, it is being used only as an “e-purse”
that allows users to tap the card to the Presto card
reader and automatically be billed the individual
fares of the participating GTHA transit systems.
GTHA municipalities and transit systems indi-
cated to us that as long as transit funding remains
a municipal responsibility, fare integration will be
difficult to achieve, because GTHA municipalities
are not willing to absorb the cost of the subsidies
that an integrated fare system may entail. For
example, the fare arrangement between GO Transit
and transit systems in the 905 area code costs GO
Transit approximately $7 million annually, because
GO Transit riders pay a reduced local transit fare to
encourage these riders to use local transit instead
of cars to arrive at their respective GO stations,
with GO Transit paying the difference to the
respective municipalities.

Presto Usage

As Figure 6 shows, at the time of our audit, the
Presto card was accepted within the GTHA as
follows: on seven of the eight municipal transit
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systems within the 905 area code, as well as on

GO Transit (both rail and bus) and at 14 of the 69
TTC subway stations (but not on any TTC buses or
streetcars). As of March 31, 2012, despite the sub-
stantial investment in the Presto base system and
despite Metrolinx being six years into a 10-year con-
tract for the system’s development and operation,
Presto’s overall usage within participating GTHA
transit systems was only about 18%.

Overall Presto usage was even lower—only
6%—within the participating GTHA transit agen-
cies in the 905 area code. Several of these agencies
indicated to us that a good portion of their rider-
ship (nearly a third in some regions and municipal-
ities) are considered low-income and either cannot
afford to load the minimum $10 currently required
by the Presto card or do not have bank accounts or
credit cards and therefore cannot load the cards
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Figure 6: Presto Usage Rate for March 2012

Source of data: Metrolinx and GTHA transit systems

System Presto Presto
Transit Systems In-service Date Ridership Ridership Ridership (%)
Rail Aug. 8, 2011 4,169,337 1,788,037 43
Bus Sept. 12, 2011 1,506,716 242,335 16
GO Transit System Subtotal 5,676,053 _ 36
TTC (at select subway stations) Jan. 1, 2011 — 252,025 —
SOSTamsitSystems
Mississauga Apr. 4, 2011 3,315,817 140,655 4
Brampton Apr. 4, 2011 1,593,637 231,770 15
York* Apr. 4, 2011 1,755,264 64,843 4
Hamilton Apr. 4, 2011 1,969,218 67,258 3
Durham Apr. 4, 2011 964,168 31,669 3
Burlington May 10, 2010 204,729 35,179 17
Oakville May 10, 2010 258,310 41,614 16
905 Transit Systems Subtotal 10,061,143 6
o Overall Total 15,737,196 2,895,385 18
E * Because of a transit strike and its effect on ridership for March 2012, we used April 2012 data for York Region.
.‘3 online. The initial $6 charge for the card also acts as rent low demand and the nearly $5,000 cost
; a disincentive for these riders to migrate to Presto. of installing a single terminal, very few are
I%' For these reasons, GTHA transit systems within the being installed.
b 905 area code may need to maintain some form of e One region contracts out routes used by about
"dé'. disposable fare media (defined as media that are 30% of its ridership to the TTC, but the TTC
S good for only a short term—either a single trip or currently does not accept the Presto card on
multiple trips over the course of a day—such as its buses.
tickets, tokens or day passes). These agencies cited e GTHA municipalities within the 905 area code
the following additional reasons why they cannot that have a significant population of university
completely eliminate their existing fare systems and students and offer students a special transit
force their ridership to migrate to Presto: pass for the university term under their own
e Not all Presto-related transactions can be fare system cannot currently do so on Presto.
done online. For instance, to load monthly These transit agencies also raised concerns
passes or if a student or senior wants to about the quality of the Presto equipment installed
register for a card, the rider must physically on their vehicles and the repair costs for what are
go to a Presto location. But many municipal deemed “out-of-warranty” damages. Because the
transit systems have only one location where equipment is proprietary, if “out-of-warranty”
in-person Presto transactions can be carried repairs are needed, municipal transit agencies
out. GTHA municipalities and transit systems can turn to only one approved supplier under the
within the 905 area code indicated to us that existing contract. The contract does not provide
point-of-sale terminals installed in such loca- specific pricing for the different types of repairs.
tions as convenience stores would provide In our discussions, municipal transit agencies

riders with greater access, but given the cur- cited examples of quotes for repairs that they had



received from the contractor that they felt were
unreasonably high.

Lastly, the transit agencies indicated to us that
the system currently lacks back-end support for
reporting and financial reconciliation of trans-
actions. To obtain ridership information, many
transit agencies have had to design their own
programs for extracting information from a data
dump provided by Presto. The transit agencies
also indicated that they have little assurance that
the system is capturing all riders who use their
respective systems.

RECOMMENDATION 4

To ensure that the Presto base system and

the Presto Next Generation system meet the
objective of facilitating a seamless, integrated
fare for all transit systems across the GTHA,
Metrolinx should:

e work with the provincial government and
GTHA municipalities to resolve the issue of
subsidizing fare integration so that progress
can be made on implementing an integrated
fare system; and

e work with GTHA municipalities and regions
to resolve outstanding issues related to
the operation of Presto that inhibit riders’
use of the fare card within their respective
transit systems.

The Presto system is a foundational step toward
developing an integrated fare system across the
GTHA. The system is currently being deployed
across the GTHA and in Ottawa. A staged
deployment provides the least amount of risk as
the system is implemented.

As the Presto system grows, Metrolinx will
continue to work with the province and with the
municipalities involved to develop strategies for
increasing customer usage as well as to enhance
the level of integration, up to and including
the development of a common fare structure.

Metrolinx—Regional Transportation Planning m

For instance, Metrolinx is working closely with
Brampton Transit to retire that municipality’s
current payment systems in 2013. In Durham,
we are also working to convert student riders
to Presto in 2013. Similar strategies are being
developed for each municipality in the GTHA.

On GO Transit, Presto usage will increase
further in 2013 with the retirement of the GO
monthly pass.

Project Procurement

As noted earlier, in October 2006 the Ministry of
Transportation signed a 10-year, $250 million con-
tract with a vendor to design, develop and operate
the Presto base system. This contract was procured
through a competitive process and subjected to a
fairness review that concluded that the process
was conducted in a procedurally fair, open and
transparent manner. However, with respect to the
development of the PNG system, Metrolinx was
unable to provide evidence supporting its 2009
decision to develop this system through change
orders to the existing Presto contract rather than
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through a competitive tender. As noted in Figure 5,

earlier, at the time of our audit, Metrolinx had
Board approval to spend an additional $227 million
($208 million capital plus $19 million operating);
of this amount, $154 million was for PNG. In April
2012, Metrolinx went to the Board for approval of
an additional $496 million ($344 million capital
plus $152 million operating) for PNG.

After deciding to develop PNG using change
orders, Metrolinx hired Ontario’s former Integrity
Commissioner to review the appropriateness of this
decision. In September 2011, Metrolinx also hired
a consulting firm to assess this additional invest-
ment in PNG and to assess whether value for money
(VEM) would be achieved. The commissioner’s
February 2012 letter concluded that there was no
compelling reason to restart the procurement pro-
cess on PNG if the results of the VFM review were
positive. The VFM review compared the per capita
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cost of fare-card systems around the world with the
per capita cost of the Presto base system and PNG
after considering the capital portion of the $227 mil-
lion in the first set of change orders and concluded

a positive VFM on the basis that Presto’s per capita
cost ranked in the middle. However, if the capital
portion of the additional $496 million expected to
be incurred had been included in the analysis, Presto
base and PNG combined would turn out to be one of
the more expensive fare-card systems in the world.

In April 2012, citing concerns about the request
for an additional $496 million in spending authority
for PNG, the Board asked Metrolinx’s manage-
ment to carry out further due diligence on PNG. In
response, Metrolinx asked the same consulting firm
for a second VFM review of PNG. This second review
concluded that, although reprocurement “may drive
pricing benefits,” it incurred a significant risk of
not meeting the timelines for the development of a
new fare card, because procuring, developing and
implementing a new system would take more than
24 to 48 months. Furthermore, having a new vendor
build the system would introduce significant other
project and operational risks that could hinder the
efficient delivery of the entire system.

We note with respect to these concerns about
reprocurement that the existing plan for developing
and implementing PNG, having begun in 2009,
will take about four years anyway because rollout
of the system in the City of Ottawa is not expected
until February 2013. We also note that there may
have been value in considering the possibility of
alternative procurement options. In this regard, for
example, the TTC had an agreement in principle
with a company in 2011 to develop an open-fare
payment system. Under the terms of the agreement,
the TTC would not have had to pay any capital
costs up front. Instead, the vendor was willing to
take a percentage of the revenues collected by the
open-fare system. In its proposal to the TTC, the
vendor had also agreed to make its system compat-
ible with the existing Presto base system. The TTC
abandoned this option after the province confirmed
that provincial gas-tax funding and provincial

funding for the purchase of new streetcars and the
rapid transit system on Eglinton Avenue would be
contingent on the TTC signing on to Presto.

As noted earlier, at the time of our audit,
Metrolinx was unable to provide evidence that
it had explored alternative procurement options
at the time the decision was made to develop
PNG. We questioned whether tendering the
new system’s development would have, at the
very least, informed Metrolinx of the range of
options and what a reasonable cost would be for
developing PNG.

RECOMMENDATION 5

To ensure that Metrolinx complies with the
intent of the government’s policy of open,
competitive procurement, all value-for-money
considerations and an appropriate business-case
justification should be completed and approved
by Metrolinx’s Board and the Ministry of Trans-
portation before any decision on the procure-
ment of significant transportation projects is
finalized, especially if retendering the projects is
not considered to be a viable option.

A comprehensive review of Presto Next Gen-
eration (PNG) technology was undertaken by
independent advisers, who confirmed that the
development of PNG was fair and created value
for money (VFM). The VFM analysis identified
concerns with retendering the work, including
increased project costs and risks associated
with the introduction of new vendors, increased
project timelines and the loss of efficiency. As
we move forward, we are reducing the role of
the contractor, increasing the amount of work to
be procured in separate competitive processes
by about $200 million. As the technology
continues to advance, more functionality and
conveniences will be added for Presto custom-
ers, including additional services and other
payment methods.



Metrolinx complies with all provincial
requirements for an open, competitive procure-
ment process, and has ensured that VFM con-
siderations as well as appropriate business-case
justification are part of the decision-making pro-
cess. However, Metrolinx does agree with the
Auditor General’s recommendation that VFM
considerations and an appropriate business-case
justification should be completed and approved
before making any decision on a project’s pro-
curement strategy. Metrolinx has implemented
this recommendation with the expansion of
Presto to the TTC.

With respect to Metrolinx’s $700 million
investment in Presto, approximately $275 mil-
lion is expected to be recovered from the TTC,
OC Transpo and the GTHA transit agencies in
the 905 area code for assets specifically used in
the provision of service to their customers.

Change-order Management

The $250 million contract for the original Presto
base system is a 10-year fixed-price contract to
deliver an electronic fare-card system for GO
Transit and the seven participating GTHA muni-
cipalities in the 905 area code. However, since

the contract’s execution in 2006, a total of 330
change requests, adding $146 million to total costs,
have been made under the contract. Of these, 281
change orders totalling $45 million relate to fixes or
enhancements to the Presto base system that were
requested by either Metrolinx or the participating
transit agencies, with the balance relating to PNG.
For example, in one case, the contractor charged
$7 million to make nine enhancements to the Presto
base system and at the same time fix 40 defects
that had been identified in the system’s original
development. It is reasonable for a contractor to
charge for change orders that enhance or alter the
system from its original agreed-upon design speci-
fications, but the contractor should not be charging
for change orders that correct identified defects

Metrolinx—Regional Transportation Planning m

in the system’s original development. In the case
of the above example, the documentation was not
clear enough to determine whether the payment
related to enhancements to the system or to the
correction of defects, which should have been done
at no cost.

GTHA transit systems in the 905 area code
that we met with indicated that changes to the
Presto base system often seemed too costly and
that change requests were not always completed
on what they felt was a reasonably timely basis.
The consulting firm mentioned previously that was
hired to assess PNG noted in its December 2011
report that Metrolinx’s change-order process lacks
detailed cost breakdowns and pricing methodolo-
gies and that no formal budget estimates had been
prepared for requested changes that could be used
to assess the reasonableness of the amount being
billed for each change order.

RECOMMENDATION 6

In order to effectively manage the cost of change
orders related to the Presto base and Presto Next
Generation systems, Metrolinx should:

e implement a process that distinguishes
between change orders that amend the
systems from their original specifications in
the contract and those that correct identified

o
=
o™
=
=5
=
(7}
@
v
=
o
>
L]
o™
3
[}
e
=
<
=
o

defects in the systems’ original develop-
ment, and allow the contractor to charge
for only those change orders that pertain to
requested changes or enhancements to the
original design specifications; and

e prepare internal cost estimates for each
change order to enable the reasonableness of
the amount charged by the contractor to be
knowledgeably assessed.

Metrolinx agrees with the Auditor General on
the importance of effectively managing the cost
of change orders.
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A consulting firm recently completed a
review of the change-order process. Although
this process was found to be efficient and effect-
ive, opportunities for improvement were identi-
fied. Metrolinx has now implemented controls
over the change-order process, including gener-
ating internal cost estimates before completing
negotiations on change orders and increasing
documentation of each change order’s purpose
and scope.

Metrolinx is in the process of implementing
additional accountability measures, which will
be independently reviewed to ensure that these
additional measures have been implemented
and to identify whether any further improve-
ments are necessary.

With regard to the $7 million charges noted
by the Auditor General, Metrolinx has reviewed
these charges and has confirmed that they were
related to system enhancements rather than to
the correction of defects.

Other Presto Issues

We noted several additional issues in our review
of the development of the Presto base and
PNG systems:

e Ownership of certain key components of the
Presto base and PNG systems is currently
unclear. The contractor maintains that it owns
the system and can therefore market it to other
parties. Metrolinx has asked the contractor
to pay $25 million for the right to market the
Presto base and PNG systems anywhere in the
world (including to non-government entities in
Canada), while Metrolinx can market the sys-
tems only to government entities in Canada.

If the ownership and marketing rights of the
system are not resolved, Metrolinx risks losing
key components of the Presto base and PNG
systems at contract termination, which would
render the rest of the systems inoperable.
Metrolinx advised us in mid-October 2012 that

it was finalizing the negotiation of a letter of
intent to secure ownership in Canada of intel-
lectual property relating to these systems.

e The contract for the Presto base system
contains 22 measures designed to gauge the
contractor’s performance in such areas as
system availability, customer management
and the management of the Presto devices
(for example, the card reader). In 2011, the
contractor failed to meet the set standard
in nearly a third of the measures. However,
Metrolinx did not seek any of the remedies
stipulated in the contract for these failures
and indicated to us that it will just continue
to monitor performance until system usage
reaches maturity. The contract also contains
reliability measures for the equipment
used by the Presto base system, but neither
the contractor nor Metrolinx tracks this
information. Therefore, Metrolinx cannot
determine whether the equipment is meet-
ing the reliability measures, which is all the
more important because some municipalities
we talked to expressed concerns about
equipment reliability.

e During the period May 1, 2007, to April 30,
2012, independent contractors were used
in senior positions with signing authority
to supervise other consultants. The amount
paid to these contractors was $4.2 million.
But the government’s procurement directive
specifies that “consultants must not perform
functions normally assumed by management,
including supervising and hiring staff and
other consultants.” At the time of our audit,
Metrolinx was in the process of terminating
these relationships.

RECOMMENDATION 7

To ensure that the Presto base and Presto Next
Generation systems remain available for use
after the end of the existing contract, Metrolinx
needs to finalize its current negotiations with



the contractor to ensure that it secures owner-
ship of these two systems. If the contractor fails
to meet the performance standards stipulated in
the contract, Metrolinx should have a valid justi-
fication for not applying the available remedies
and penalties set out in the contract.

Metrolinx is in advanced negotiations with the
contractor to safeguard ownership rights of the
intellectual property created and expects these
negotiations to be successfully concluded in
October 2012. The expected agreement provides
for the use of the current and future system
in perpetuity.

As the system has matured, Metrolinx has
been engaged in an extensive internal review
of contractor performance and has developed a
plan that provides for a more rigorous monitor-
ing of key service measures, as well as appropri-
ate remedies and penalties for situations where
these measures are not met.

UNION STATION REVITALIZATION

Union Station, federally designated as a National
Historic Site and a Heritage Railway Station, is
Canada’s busiest rail transportation facility, serv-
ing more than 250,000 passengers daily who use
the services of the TTC, GO Transit, Via Rail and
Amtrak. In August 2000, GO Transit and the City of
Toronto bought the facility from Toronto Terminals
Railway Company. Specifically, GO Transit bought
the three-mile rail corridor leading in to the sta-
tion, the platforms and the train shed, and Toronto
bought the heritage building, including the GO
Transit concourse area.

Revitalizing Union Station is one of the priorities
in the RTP’s first 15 years: it consists of a series
of projects. Two of the more significant projects
include restoring the train shed and replacing
switches in the Union Station Rail Corridor (USRC).

Metrolinx—Regional Transportation Planning m

We reviewed these two projects and made the
following observations.

Train Shed Restoration

Under the federal Heritage Railway Stations Protec-
tion Act, Parks Canada must approve all rehabilita-
tion work planned for Union Station, including its
train shed (the structure that shelters the station’s
platforms and the tracks alongside them). For
instance, between 2005 and 2010, Parks Canada
approved the replacement of approximately 20%
of the centre portion of the train shed roof with
a glass atrium. Approval was also received to
replace the existing roof with an eco-friendly green
roof on either side of the atrium. Although the
initial estimate for the cost of restoring the train
shed—including design, administration and con-
struction—was $215 million, when the bids for the
work came in, the lowest bids totalled $242 million.
The majority of the difference was in the construc-
tion work, for which the initial estimate had been
$165 million, but the lowest bid was $196 million.
The project was initially scheduled to be com-
pleted in November 2014, but delays experienced
during the design and construction phases could
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push completion to December 2016. We noted that

the construction contract contained no incentives
for on-time completion or liquidating damages in
the case of delays. Metrolinx chose not to include
such clauses because it felt that the contractor
did not have full control of the site (that is, Union
Station would be fully functioning during construc-
tion, and no more than two tracks or platforms
would be taken out of service at any time).

In the construction contract for the restora-
tion of the train shed, Metrolinx retained, among
other risks, the risk associated with concealed
or unknown conditions that may arise during
construction. It was felt that if such risks were
transferred to the contractor, either contractors
would not bid on the work or the premium charged
to cover unforeseen risks would be cost-prohibitive.
Metrolinx included a $15 million contingency in the
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contract’s original price (8% of its total value) for
any unforeseen situations. Metrolinx then approved
an increase in this contingency to $36 million (18%
of the contract’s total value) by not requiring the
contractor to carry out work originally stipulated

in the contract totalling $21 million and moving
this amount to the contingency. As of May 2012,
$30 million of this contingency had been allocated
to the contractor, leaving approximately $6 million.
In April 2011, Metrolinx had also received Board
approval to increase the construction contract’s
price by an additional $30 million by way of change
orders. As of August 2012, change orders totalling
$18.1 million had been issued to the contractor.
Most of this amount was requested by the con-
tractor to cover any additional overheads caused by
extending the project completion date by another
two years. The cost of restoring the train shed
could now reach $270 million—25% more than
Metrolinx’s initial estimate. We note that nothing in
the current agreement prevents the contractor from
coming to Metrolinx for even more funds over the
remaining term of the contract.

Metrolinx informed us that as a hedge against
unforeseen situations, construction contracts
commonly provide for contingencies of 5% to 15%
of the contract’s original value. This contract’s
contingencies and the change orders totalled nearly
$55 million, or 28% of the construction contract’s
original price—almost twice the high end of the
norm. Significant price changes in contracts can
occur because of poor planning, inadequate pro-
cesses for estimating the initial cost projections,

weak monitoring of the project or a combination
of these problems. In 2011, the province’s Internal
Audit Division reviewed Metrolinx’s budgeting

and forecasting process and found that the capital
budgeting and forecasting processes were not well
established, and also that recent years’ budget-to-
actual results suggest that Metrolinx may need to
re-evaluate how project costs and/or contingencies
are determined.

Switch Replacement Project

Since June 2000, GO Transit (a division of Metro-
linx) has had a single-sourced agreement with
Toronto Terminals Railway Company (TTR)—
which previously owned the Union Station Rail
Corridor (USRC)—to conduct routine USRC
maintenance and rail traffic control services for an
annual fee. In June 2006, a new agreement with
TTR for a further six years, at approximately $7 mil-
lion annually, was entered into. Under this agree-
ment, in 2006, GO Transit issued a purchase order
totalling nearly $38 million to replace about 100
switches within the USRC over a six-year period.
According to GO Transit, the new switches allow
trains to run faster into and out of Union Station,
thereby providing additional train capacity and
more efficient train operation. As Figure 7 shows,
beyond the initial 2006 purchase order issued for
switch replacement, three additional purchase
orders totalling over $50 million were also issued
(in 2008, 2010 and 2011, respectively). Metrolinx
advised us that the significant cost increases

Figure 7: Approved Purchase Orders for Switch Replacement Project ($ million)

Source of data: Metrolinx

PO # Date Description Amount
1 June9,2006 Removal and installation of approximately 100 new switches 37.6
2 Nov.5,2008 Costincreases for changes in regulations and standards, staff training and material costs 14.0
3 July 20,2010 Cost increases for delays due to testing and need for redesign and staff costs 15.0
4  Mar 14,2011 Cost increases associated with the more complicated switches to be installed in 2011 and

2012 23.0

Total 89.6




resulted primarily from changes in regulations

and safety standards, delays due to the switches
being replaced because of their age, and the instal-
lation of the more complicated switches later in

the project. As of May 2012, TTR had installed
approximately 90 switches at a total cost to date of
$76.1 million—more than twice the total amount of
the original purchase order.

This project was managed by an external con-
sulting firm under a contract that expired in 2010.
Although the firm handed over information on the
project to Metrolinx before ceasing to work on the
project, the information was not well organized,
making the search for details on this project very
difficult and time-consuming. As a result, other
than requests forwarded to Metrolinx’s Board
for funds to pay for cost increases related to the
project, no other documentation was available to
support the reasonableness of such significant cost
increases. TTR also works on other projects within
the USRC for Metrolinx, and we noted that the
contractor’s invoices did not always clearly specify
which project the work relates to, making monitor-
ing of project costs very difficult.

In our 2007 report on GO Transit, we expressed
concern over the fact that for work in the USRC, GO
had not actively sought other qualified suppliers or
considered the feasibility of developing in-house
expertise to prevent becoming overly dependent on
the USRC’s previous owner. We continue to have
this concern.

RECOMMENDATION 8

To ensure that projects under the Regional Trans-
portation Plan are delivered cost-effectively and
on time, Metrolinx should ensure that contracts
have firm ceiling prices, whenever possible.
Contracts should then be monitored for adher-
ence to the original ceiling price. For work in the
Union Station Rail Corridor, Metrolinx should
also consider seeking other qualified suppliers or
obtaining in-house expertise.

Metrolinx—Regional Transportation Planning m

Union Station is Canada’s busiest passenger
transportation hub. Balancing operations and
the safety of the 250,000 passengers who rely
on it daily while renovating a National Historic
Site’s structure provides unique challenges.
For example, when renovating an 82-year-old,
8.6-acre train shed roof, it is difficult to antici-
pate all structural issues. Co-ordination with
the federal government and with the City of
Toronto, who are developing new concourses
below the train shed, was also challenging.
When determining procurement options,
Metrolinx assesses the potential for risk transfer,
whether the contractor is in a better position to
manage risks, and the potential cost premium
for that risk transfer. Metrolinx balances these
factors to determine the most appropriate
procurement option under the circumstances,
recognizing that no contract type is right for all
projects. At the time of procuring the contract
for the restoration of the train shed, GO Transit
determined that the best way to address the
significant risks associated with this project
was to use a modified stipulated-price contract.
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GO Transit subsequently engaged an independ-

ent fairness officer to review the process and
consider the change orders involved. The review
confirmed that the process was fair.

With regard to the Union Station Rail Corri-
dor, Metrolinx continues to take additional steps
to reduce its future reliance on existing suppli-
ers, including obtaining in-house expertise to
carry out similar work in the future. Metrolinx
will apply a different model upon the comple-
tion of the Union Station revitalization, which is
expected in 2016.

Double slip switches are a complex section of
rigid and movable railway tracks more than 50
metres long and weighing more than 55 tonnes.
They are very rare in the railway industry,
and the switches in use at Union Station today
date back to the 1920s. The renewal program
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includes upgrading tracks and switches to
increase their reliability and allow for faster
train speeds, but replacing this type of switch
while continuing to operate GO trains was a
difficult process. With changed construction
assumptions and the added complexity brought
on by extensive signal-testing requirements,
Metrolinx found that switch replacement was
going to be more time-consuming and expensive
than we had first estimated.

REGIONAL TRANSPORTATION PLAN

Although those GTHA municipalities and transit
agencies we talked to questioned the priority given
to some of the RTP’s projects, they generally sup-
ported the plan as currently conceived. One transit
agency indicated that the plan focuses only on
new projects and that perhaps some consideration
should have been given in the plan to maintaining
existing transit assets.

Role of Metrolinx

As noted earlier, one of Metrolinx’s key objectives

is to provide leadership in the co-ordination, plan-
ning, financing and development of an integrated,
multi-modal transportation network within the
GTHA. In order to effectively carry out this man-
date, Metrolinx’s decisions regarding transportation
and transit planning must be made on the basis

of a credible business case supported by objective
and sound data. As well, some of the municipal
stakeholders we spoke to said that it is important
for Metrolinx to remain objective and independent
of any decisions of a political nature made by the
governments of the municipalities within the GTHA
and by the federal and provincial governments.

In the recent debate over the City of Toronto’s
transit projects within the RTP, Metrolinx could
have been perceived as not being a strong enough
advocate of what its own analysis suggested was

the right course of action for these projects. Spe-
cifically, when the RTP was adopted, the City of
Toronto’s “Transit City” plan—a plan for developing
public transportation in the city—included light-
rail transit (LRT) projects on three major arteries
within the city: Sheppard Avenue East, Finch
Avenue West and Eglinton Avenue. These three
projects were adopted into the RTP, and Metrolinx
prepared benefits case analyses (BCAs) to evaluate
the costs and benefits of all reasonable alterna-
tives so that the best version of each project could
be built, taking cost and service to riders into
consideration. Metrolinx’s analyses concluded that
the most cost-effective strategy was a mix of light
rail with traffic on two of the lines (Sheppard and
Finch) and a fully grade-separated rail system on
Eglinton Avenue. However, the Eglinton project
was approved only as a partially grade-separated
project, because there wasn’t enough provincial
funding for a fully grade-separated system.

In March 2011, soon after the election of a new
mayor, the province and Metrolinx entered into
a Memorandum of Understanding (MOU) with
the new mayor to revise these projects within the
RTP. The MOU called for a subway on Sheppard
Avenue—a decision that would have resulted in
sunk costs of $65 million—as well as bus rapid
transit (BRT) on Finch Avenue and a fully grade-
separated LRT system on Eglinton Avenue. However,
Metrolinx’s analysis concluded that, for Sheppard
Avenue, the ridership projections did not warrant
using the higher-cost subway technology along
the entire corridor. Similarly, forecast ridership for
Finch Avenue was found to be too large to be effect-
ively served by BRT. But for Eglinton Avenue, the
decision reflected in the MOU supported the BCA’s
conclusion that transit/auto conflicts along any
at-grade sections would affect service reliability on
the entire line, so that a fully grade-separated LRT
system would serve the area best.

Before the MOU was signed, the Sheppard
Avenue LRT was considered a top priority, and
construction had already begun. But after the MOU
was signed, the majority of the provincial funding



would now be taken up by the fully grade-separated
transit line on Eglinton Avenue, so the City of
Toronto became responsible for funding the Shep-
pard Avenue and Finch Avenue lines. Because the
City of Toronto did not have sufficient funds at the
time to construct a subway on Sheppard Avenue,
the City initially decided to cease work on the Shep-
pard Avenue line. The Sheppard Avenue project,
previously considered a top priority, would now

be delayed.

In February 2012, however, Toronto’s City
Council rejected the revised plans under the MOU
for Sheppard Avenue, Finch Avenue and Eglinton
Avenue and directed the City Manager to work with
Metrolinx on developing these projects as previ-
ously planned—that is, before the MOU was signed.
On April 25, 2012, Metrolinx formally accepted this
decision, which will result in approximately $4 mil-
lion in sunk costs.

Some GTHA municipalities and transit agencies
that we talked to used the debate over the City of
Toronto transit projects as an example to question
Metrolinx’s ability to objectively act as the GTHA'’s
central transit planning authority to ensure that the
most cost-effective and value-added transit infra-

structure decisions are being undertaken.

RECOMMENDATION 9

Metrolinx should ensure that all projects con-
templated under the Regional Transportation
Plan are subjected to a rigorous cost/benefit
analysis that considers financial, economic,
environmental and social needs and impacts
and that transit infrastructure investment deci-
sions are made on the basis of that analysis.

Metrolinx has completed a cost/benefit analysis
on all of the projects included in the first stage
of the Regional Transportation Plan (“The Big
Move”). This approach will also be applied
when considering future projects.

Metrolinx—Regional Transportation Planning

Plan Funding

Without long-term sustainable funding, the RTP as
currently contemplated cannot be implemented.
The RTP’s $50 billion cost estimate may well prove
low, because it is a high-level estimate derived for
the most part using average costs per kilometre

to construct various transit technologies based on
Canadian and international historical data. The rec-
ord of cost overruns to date on the priority projects
we examined also suggests that fully implementing
the RTP will cost more than estimated.

When the RTP was adopted, the detailed plan-
ning and design work that would yield a more
precise cost estimate had understandably not yet
begun for the majority of the projects contemplated
under the plan. Detailed planning and design for
proposed transit projects can take at least two
to four years before any construction can begin.
Although planning and design work is necessary
before decision makers can be advised on project
costs and schedule, the costs of doing this necessary
upfront work may not be fully realized if the project
is subsequently shelved for a long time due to lack
of funding.

Funding has been committed for more than half
of the priority transit projects within the RTP’s first

o
=
o™
=
=5
=
7}
@
v
=
o
>
L]
o™
3
[}
e
=
<
=
o

15 years. By June 1, 2013, Metrolinx must report
back to the province on an investment strategy to
fund the remaining projects within the RTP’s first
15 years, as well as the projects contemplated in
years 16 through 25 of the RTP. Some examples
of revenue tools that Metrolinx is contemplating
using to raise funds for implementing the balance
of the RTP include an increase in sales and payroll
taxes specifically for GTHA residents, land value
capture for GTHA residents whose property value
has increased or will increase when new transit is
introduced, and a transit fare surcharge. To this
end, Metrolinx informed us that one of the key
issues it faces in formulating a funding strategy is
identifying the beneficiaries within the region of
the investment in public transit.
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Some GTHA municipalities indicated to us
that Metrolinx has not consulted with them on
the options being considered. They felt that being
consulted while the strategy is being formulated—
specifically on options that will affect local residents
and businesses (for example, payroll and sales taxes
specific to GTHA residents and businesses that could
reduce GTHA competitiveness and job creation)—
would be beneficial in encouraging timely adoption
of the investment strategy. Better co-ordination by
the province and municipalities in formulating strat-
egies for raising funds would also help avoid dupli-
cation. For instance, the City of Toronto’s January
2012 report “Sheppard Subway Development and
Financing Study” identified a number of revenue
tools that may be available to the city to finance its
proposed transit expansion. The options anticipated
were similar to those contemplated by Metrolinx to
fund the RTP. Metrolinx advised us that it expected
to start the public consultation phase of developing
the funding strategy in fall 2012.

Metrolinx has developed a project prioritization
framework for ranking unfunded priority projects
using such criteria as the project’s contribution to
quality of life, environmental health and economic
prosperity. This framework was not used for
already funded projects, because those projects
were approved under previous funding agreements
and subsequently adopted into the RTP.

Plan Progress Reporting

Apart from the timelines covering the first 15 years
and years 16 through 25, Metrolinx has no other
defined targets for the overall achievement of the
RTP. Although there is an urgency to complete
certain funded projects—such as the Air Rail Link
and projects associated with the revitalization of
Union Station—in time for the summer 2015 start
of the Pan/Parapan American Games, the remain-
ing projects have no clearly defined timelines for
completion. As noted earlier, funding dictates the
completion of these projects for the most part.

In our discussions with GTHA municipalities,
some indicated that Metrolinx should more
regularly update their respective councils on the
RTP’s overall status, including the status of initia-
tives contemplated under the RTP that are not yet
funded. These updates would help municipalities
to better prioritize local projects. For instance,
one municipality indicated that the impact of
the uncertainty of funding on the timing of local
projects under the RTP was making it difficult for
the municipality to co-ordinate certain of its public
works infrastructure projects.

Metrolinx plans to release an update to the RTP
in June 2013. This update will be an addendum
to the current plan, and will reflect any new infor-
mation that has come to light since the plan was
adopted. However, no changes are expected to the
RTP’s current vision, goals and objectives, policies
and actions.

RECOMMENDATION 10

To ensure that provincial, regional and munici-

pal stakeholders are kept up to date on the fund-

ing requirements and progress of the Regional

Transportation Plan (RTP), Metrolinx should:

e regularly consult with GTHA municipalities
and other key stakeholders as the funding
strategies are being formulated, especially
on options that affect local residents; and

e have clearly defined targets for the
RTP’s more significant projects and
regularly report on costs and progress
toward completion.

Metrolinx agrees on the importance of regu-
lar input and consultation on the Regional
Transportation Plan (“The Big Move”). Since
the plan was launched, Metrolinx has been
regularly engaging municipal officials and key
stakeholders on the RTP and related initiatives.
Recently, Metrolinx has increased its engage-
ment with municipal officials (such as chief



accounting officers and treasurers) as well as
transit managers.

We have also sought input from municipal-
ities’ chief planning officials through regular
meetings as we move forward with our work on
the investment strategy.

Metrolinx is committed to working with our
partners and stakeholders and will continue to
engage in regular dialogue with municipal and
transit-agency representatives.

OTHER MATTER
Project Management Information System

In 2008, Metrolinx purchased a program manage-
ment system to plan, record and monitor capital
projects and report project information. The
system downloads information from Metrolinx’s
procurement and financial systems and also relies
on input from project managers for budget and
actual information.

We noted that in order to effectively monitor
projects, project managers often supplemented the
information provided by the system with manual
spreadsheets maintained outside the system. This
approach was necessary because the system did
not have adequate functionality in areas such as
scheduling and forecasting. Specifically, the system
has the following limitations:

e Limited scheduling capability. The system can-
not support the scheduling of tasks on mul-
tiple projects, especially if the projects are on
the same corridor. For example, we noted that
the system was unable to provide sufficient
support for the scheduling of interrelated
tasks on multiple projects on the Georgetown
South rail corridor. To compensate, project
managers had to maintain spreadsheets and
other scheduling tools outside the system to
effectively manage their projects; and

e Limited forecasting capability. The system
allows users to compare only the year-to-date

Metrolinx—Regional Transportation Planning m

budget to actual results. But to facilitate time-
lier project monitoring, users must be able

to make such comparisons for shorter terms
(that is, monthly or quarterly).

In addition, information on disbursements
related to various projects is downloaded to the sys-
tem from Metrolinx’s financial system each night.
These disbursements are supposed to match the
commitments set up in the system for the respective
projects. However, we noted that the system was
not properly distributing all costs incurred to the
appropriate commitment. This impacts the project
managers’ ability to reliably compare the projects’
actual costs to their respective budgets.

RECOMMENDATION 11

Metrolinx should ensure that its project man-
agement information system provides the
functionality needed to facilitate the effective
monitoring of individual projects.

Metrolinx will continue to introduce project
management tools and training to support its
project managers in ensuring that projects are
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completed on time and on budget. For instance,

some of the anticipated and implemented
tools include:

e project and program dashboards to allow
project managers and senior management to
track project performance on key indicators;

e new functionality to be added to the existing
project management information system to
allow for monthly forecasting with associ-
ated dashboards and reports; and

e more scheduled training for user access and
integration with additional project manage-
ment systems, where there is value added, to
have greater overall functionality in schedul-
ing, cost control and risk management.
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Section

Background

The Ontario Provincial Police (OPP) operates under
the Police Services Act (Act), and primarily provides:
e front-line police services in areas of Ontario

that do not have their own police force;

e patrols on provincial highways, waterways

and trail systems;

e municipal policing services under contract

where requested by municipalities;

e emergency and other support services to all

communities in the province; and

e investigations into complex criminal cases and

organized crime.

The OPP is one of the largest police forces in
North America, with about 6,300 police officers
and 2,300 civilian employees, as illustrated in
Figure 1. It has 78 police stations, called detach-
ments, located throughout the province, and the
detachments operate an additional 87 satellite
stations. Individual detachments report to one of
five regional headquarters or to the Highway Safety
Division, which in turn report to General Headquar-
ters in Orillia. The OPP also operates five regional
communications centres that take 911 emergency
and public calls, and dispatch police.

The OPP provides municipal policing services to
322 municipalities on a cost-recovery basis as well

Cha pter 3 Ministry of Community Safety and Correctional Services
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Figure 1: OPP Full-time Equivalent Staff Strength as of
May 31,2012

Source of data: Ontario Provincial Police

Police Civilian

Officers Employees

Office of the Commissioner 10 35
Corporate Services 138 242
Field Operations 4,435 695
Investigations/Organized Crime 819 284
;rs;f;corstafety and Operational 869 1,058
Total 6,271 2,314

as to 19 First Nation communities. It also provides
support as requested to 53 municipal and nine
Aboriginal police forces of varying sizes in Ontario.
The Commissioner of the OPP reports to and is
accountable to the Minister of Community Safety
and Correctional Services.

OPP operating expenditures totalled $979
million in the 2011/12 fiscal year, as detailed in
Figure 2, with staffing costs representing 87% of
expenditures. Municipalities receiving OPP policing
services reimbursed $362 million of that total. The
OPP also spent $174 million for capital projects,
such as new facilities for detachments, forensic
identification units and regional headquarters.



Figure 2: OPP Expenditures, 2011/12 ($ million)

Source of data: Public Accounts
’7Fleet management ($61)
— Other ($6)

Corporate and
strategic services
($145)

Investigations and
organized crime
($102)

\— Field and traffic

services ($665)

Audit Objective and Scope

Our audit objective was to assess whether the
Ontario Provincial Police had systems and proced-
ures in place to:

e ensure its provincial and municipal police

services are delivered cost-effectively, and
in compliance with key requirements of the
Police Services Act and the OPP’s own oper-
ational policies and procedures, known as
Police Orders; and

e measure and report on its effectiveness in

achieving its mandate and priorities.

Before beginning our fieldwork, we identified
criteria we would use to address our audit object-
ive. Senior management at the OPP reviewed these
criteria and agreed to them.

The scope of our audit included interviews with
OPP management, civilian staff and officers; and
tests, reviews and analysis of relevant files, policies
and procedures at the OPP’s General Headquar-
ters, three regional headquarters, one regional
communications centre and 10 detachments. We
also considered the recommendations we made
in our 2005 Annual Report and in earlier audits of
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the OPP. As most police work is carried out at local
detachments, we focused our work on the OPP’s
regional operations. We did not review areas such
as capital expenditures, investigations and organ-
ized crime bureaus, and the force’s emergency
preparedness activities.

We interviewed senior management of the
Ministry of Community Safety and Correctional
Services, staff and elected officials from nine
municipalities for which the OPP provides policing
services, and representatives from the Association
of Municipalities of Ontario and the Association
of Municipal Managers, Clerks and Treasurers of
Ontario. We researched police operations in sev-
eral other jurisdictions and visited the RCMP and
the Stireté du Québec (Quebec’s provincial police
force) to discuss their perspectives on the admin-
istration of policing services. We also engaged on
an advisory basis the services of an independent
expert with senior management experience in the
policing sector.

Prior to our last audit in 2005, the OPP did not
use the government’s Community Safety and Cor-
rectional Services Audit Service Team; however, the
OPP now utilizes the Ministry’s internal auditors
on a regular basis. We reviewed a number of recent

Chapter 3 « VFM Section 3.10

internal audit reports and found them helpful in

planning and conducting our audit, particularly

their reviews of front-line policing supervision, over-

time costs and municipal policing arrangements.
We also found helpful the reports prepared

by the OPP’s Quality Assurance Unit, which

regularly inspects and reviews police practices at

detachments.

Summary

Over the last two decades, crime rates across
Canada have declined by more than 40%, and
Ontario has been part of this trend. For instance,
since our last audit of the OPP in 2004/05, crime
rates reported by the OPP have decreased 10%,
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and serious motor vehicle accidents have also been
trending down, with fatalities and injuries lower by
45% and 32% respectively. Over the last five years,
the average number of calls for service the OPP has
responded to or initiated has remained relatively
stable.

By contrast, OPP expenditures net of recoveries
from municipalities have increased by 27% over the
same period. Most of the increase has resulted from
the hiring of additional officers and staff compen-
sation increases over the last six years. However,
our research did indicate that many of the other
larger police forces across Canada have had similar
expenditure increases, notwithstanding the long-
term trend of declining rates of crime and serious
motor vehicle accidents.

In our last audit report in 2005, we made a
number of recommendations on issues relating
to staff deployment and controlling costs such as
overtime. We nevertheless found that many of
these issues continue to exist today. Among our
major observations:

e The force has 2,800 officers assigned to
front-line duties in detachments, but it uses a
computer-based model developed in the 1980s
to calculate how to deploy only about 1,250,
or 45%, of these officers, and only to those
detachments that provide policing services
under contract to municipalities. It has been
more than 10 years since the model was used
to assess the deployment of some 1,550 other
officers to detachments that provide other
front-line policing services, such as patrolling
provincial highways, or to municipalities that
use the OPP to provide basic police service
without contracts. Accordingly, officers face
significantly different workloads depending
on where they are assigned. We found that
officers in some detachments handled an aver-
age of 54% to 137% more calls than officers in
other detachments.

e In 2005, the OPP advised us that it was
working with the RCMP on a new officer-
deployment computer model. The OPP has

since then claimed it uses this new model, but
it does not. In March 2012, the OPP’s existing
model calculated that the OPP requires 500
more front-line officers overall, or 18% more,
whereas the new model calculated that the
OPP needs 50 fewer officers. We also found
that the OPP incorrectly applied staffing
requirements for officer safety in the existing
model; when the error was corrected, the
model calculated that only an additional

156 officers were needed. The OPP also does
not analyze either its officers’ availability to
immediately respond to a call or the time it
takes for officers to respond to a call, both

key factors in determining the deployment of
officers to detachments across Ontario.

The force also lacks a model or method for
ensuring that 44% of the total detachment
workforce, comprising the 1,600 officers who
do not perform front-line duties and 640
civilian staff, are efficiently and effectively
deployed.

Shift scheduling practices since our last audit
have shown no improvement whatsoever in
matching the demand for officers, especially
during peak workload periods. OPP manage-
ment had little control over shift scheduling
at detachments, and almost all officers choose
to work 12-hour shifts. Current shift arrange-
ments result in overstaffing during slow
early-morning hours compared to the busy
afternoon hours. Similarly, Sundays are over-
staffed by an estimated 20%. We estimated
that improved shift scheduling could allow the
OPP to save millions of dollars per year or, at
the very least, make its officers more available
to respond to calls for service.

The OPP could assign more corporate-services
duties and other non-policing work to lower-
paid civilian staff to free up officers’ time for
policing duties and to save money. The OPP
has recognized this and initiated a review of
some staffing positions, which identified more
than $6 million a year in potential savings.



e OPP officers are among the highest compen-

sated police officers in Canada. Officers and
civilians receive certain benefits to which
other members of the Ontario public service,
such as correctional officers, are not entitled,
including significantly better pension benefits.
Since 2003, OPP officers have been receiving
an annual incentive payment worth up to
$7,500 to make their salaries comparable to
another large police force that had negotiated
a retention incentive at that time.

In our 2005 report, we noted that the OPP
had lowered its overtime costs for 2004/05

by 10% to $33 million. However, no further
progress has been made to decrease overtime
hours, and overtime costs have increased by
60% to $53 million for 2011/12.

The overall cost of OPP services for municipal-
ities from 2007 to 2011 increased an average
of 29% for those with contracts and 19% for
those without, or up to three times the annual
inflation rate. Municipal officials told us that
the force offered no adequate explanations

or accountability for these increases, which
are due to changes in OPP billing and costing
methods, and increases in officer compensa-
tion. On the other hand, all municipal officials
with whom we spoke said they were very
satisfied with the OPP services they received.
The way the OPP charges municipalities for
its services was complex and onerous for both
the force and municipalities. In contrast, the
RCMP and Stireté du Québec billing processes
for municipalities appeared much more
straightforward.

OPP processes were insufficient to ensure that
detachments consistently met the require-
ments of the Police Services Act and the force’s
own policies. In most of the eight detachments
we inspected, we noted instances where
seized cash, weapons and drugs, as well as
officers’ weapons, were either improperly
stored or accounted for, or were missing.

Ontario Provincial Police m

e While the OPP reports extensive information
on its policing activities, crime and motor-
vehicle accidents in its annual report, it does
not report information on its own efficiency,
such as per capita operating costs and
response times.

Detailed Audit Observations

FUNDING LEVELS FOR POLICING

Over the past two decades, the crime rate across
Canada has shown a steady decline. In total,
criminal offences are down more than 40%. In
Ontario, since our last audit in 2005, the number
of offences is down about 20%. As well, there has
been a decline in the number and seriousness of
crimes reported to police across Canada and in
Ontario. Statistics Canada’s report on the Canadian
crime severity index, which tracks changes in the
relative seriousness of police-reported crime from
year to year, indicates that the severity of crime has
declined every year since 1991; it was 6% lower in
2011 than in the previous year and 26% lower than
in 2001. Across Canada, both the rate and severity
of violent crime fell 4% in 2011 from the previous
year, and it was the fifth consecutive annual decline
in severity of violent crime. In Ontario, the violent
crime severity index fell 5% from 2010 to 2011, and
the total crime severity index dropped 6%.

As well, motor vehicle fatalities and injuries have
declined by 45% and 32% respectively since 2005.

A common detachment workload measure for
policing is “calls for service.” More than half of
all the calls for service that police respond to are
related to either Criminal Code offences or traffic
incidents, and they come either from the general
public or officers themselves. A call from the
public—a “citizen-generated” call—might involve,
for example, an assault or a missing person. A call
initiated by an officer, typically while out on patrol,
could involve the apprehension of someone driving
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under the influence of alcohol, although the count
of officer-initiated calls does not include routine
vehicle stops for traffic violations such as speeding.

Over the last five years, the average number
of all calls for service to the OPP was relatively
stable at approximately 716,000 a year, with about
463,000 of them initiated by police themselves and
253,000 being citizen-generated.

In total, OPP expenditures have increased 34%
since our 2005 audit (27% after recoveries from
municipalities), while the number of calls for ser-
vice remained unchanged. Increased funding has
been needed primarily to cover the cost of more
officers and increases in staff compensation. In con-
trast, for the six years prior to our 2005 audit, total
OPP expenditures increased 37% compared to total
calls for service rising 31%.

Statistics Canada data indicates the overall
increase in total OPP expenditures in recent years
is consistent with the increase in total expenditures
for all policing in Canada. The number of OPP
officers rose by nearly 13% from 2004 to 2011,
comparable to the national increase of 14% over
the same period. The per capita cost of municipal
and provincial policing in Canada for 2008 (the last
year for which the information was published) was
$268, up from $205 in 2003. Ontario had the high-
est such cost at $294, up from $225 in 2003. Since
2005, the OPP has added about 700 officers, 350 of
whom were hired to fulfill new municipal policing
requirements for which the cost was recovered.
Most of the other 350 additional officers were
approved in 2008, when the province provided
funding for 200 additional positions for highway
safety and investigative units, and the federal
government provided temporary funding for 125
officers until March 31, 2013. Also, 500 more civil-
ian employees were added, raising their number by
28% since 2005.

In summary, OPP expenditures have clearly
increased at a much faster pace than inflation,
even though crime rates and serious motor-vehicle
accidents are in a trend of long-term decline. We
do recognize in this regard, however, that expendi-

tures at other large police forces in Canada have
increased by similar percentages. And while the
number of criminal offences reported by the OPP
from 2005 to 2011 declined by 10%, the clearance
rate (where charges are laid, or the case is closed
with no charges) improved by 19%. This clearance
rate compares favourably to that of other Canadian
and Ontario police forces.

We are not aware of any recent independent
studies or assessments that analyze the long-term
trend of OPP funding and staffing increases in the
face of stable or declining demands for police servi-
ces. However, we understand that the OPP has been
asked to reduce its expenditures in 2012 to help
address the province’s budget deficit.

RECOMMENDATION 1

To support future decisions on funding for the
Ontario Provincial Police, given the long-term
trend of decreasing crime rates and fewer
serious motor-vehicle accidents in Ontario and
across Canada, the OPP, in conjunction with the
Ministry of Community Safety and Correctional
Services, should formally assess the correlation
of its funding and staffing levels with the actual
demand for policing services, based on such fac-
tors as calls for service, motor vehicle fatalities
and injuries, number of reported offences, clear-
ance rates for crimes and crime severity levels.

We agree with the Auditor General that it is
important to formally assess the correlation of
our funding and staffing levels with the actual
demand for policing services. Crime rates are
not always an accurate barometer of the need
for police resources, given that proactive work
and the implementation of prevention programs
often lead to the reduction of crime. In addition,
trends can quickly change. The total number of
deaths on OPP-patrolled roads as of the end of
September 2012 was 215, compared to 201 at
the same time last year.



The OPP is currently in the process of
updating the Deployment Model to complete an
assessment of staffing requirements for front-
line services. The model includes calls for service
for most criminal offences and all motor-vehicle
collisions, as well as other parameters used to
determine front-line policing staffing levels.

As the province’s police service, the OPP
also provides a wide variety of services not
identified in the Deployment Model. For
example, the level of provincial highway staff-
ing cannot be determined solely on the basis
of motor-vehicle collision rates; factors such
as kilometres of highways, traffic volumes
and patrol standards must also be taken into
account. Investigations into major crimes and
organized criminal activity are also influenced
by a number of factors, including the growing
complexity of crimes; sophisticated and time-
consuming investigative techniques; and court
and case law requirements. Further, assistance
to municipal police agencies is covered under
Section 9 of the Police Services Act. Operational
support and many specialized services (such
as tactical and emergency response, major
case management, and search and rescue) are
staffed based on the need to have these resour-
ces available to the province in case of major
incidents—their size cannot be determined
solely on the number of occurrences.

The OPP will continue to review its oper-
ations to find efficiencies and will analyze data
and information to assess whether savings are
available or funding can be reallocated across
programs. Through the Future of Policing Advis-
ory Committee and other partnerships, the OPP
will review statistics to ensure that the causal
factors of crime rates and other trends are
understood and that decisions are made based
on sound information.

Ontario Provincial Police “

MANAGING COSTS
Detachment Staffing Levels

The OPP has approximately 4,500 of its 6,300 offi-
cers and 640 of its 2,300 civilian staff working in 78
community-based detachments. The rest of its staff
work primarily at the OPP’s regional headquarters,
communications centres, and at General Headquar-
ters in Orillia. Individual detachments can have up
to three distinct policing responsibilities: municipal
policing for municipalities that have a contract with
the OPP, basic municipal policing for non-contract
municipalities, and patrol of provincial highways
and waterways.

As we noted in our 2005 audit, the OPP still
does not have a consistent method for deploying
officers to detachments. The computer-based model
that the OPP developed in the 1980s—called the
Deployment Model—is programmed to calculate
the number of officers required for front-line duties
in detachments. The Deployment Model takes into
account six key parameters:

e detachment-area characteristics;

e number and type of citizen-generated calls for

service;

e percentage of time an officer is available to
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respond to a call for service;

e patrol standards;
e total hours that officers are available for front-
line policing; and

e minimum staffing levels for officer safety.

While the OPP uses the Deployment Model to
calculate the number of front-line officers required
in detachments that serve municipalities with con-
tracts (currently about 1,250 officers), it has been
more than 10 years since the model was used to
assess the number of front-line officers assigned to
other provincial duties or to municipalities without
contracts (currently about 1,550 officers). The
lack of a consistent method for deploying officers
to detachments has contributed to significant vari-
ances in the workloads of officers depending on the
detachment to which they are posted. Front-line
officers in some detachments handle an average of
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more than twice as many calls for service annually
as officers in other detachments in the same region,
as indicated in Figure 3.

We reviewed the information used by the OPP
for the parameters of the Deployment Model and
identified the following regarding its accuracy:

e In early 2012, the OPP adjusted the model to
use more current actual workload information
for officer availability and patrol standards.
For instance, information for total hours that
officers are available for front-line policing
had not been updated since 1998. The annual
average available hours per officer has
declined in recent years by 120 hours, from
1,467 to 1,347, due primarily to additional
sick time off (22 more hours), administrative
requirements (53 more hours) and training
(34 more hours). As a result, the model will
in future calculate a need for more front-line
officers at detachments. Similarly, the new
traffic volumes, which were last updated in
the 1990s, will require more officers to meet
the patrol standards.

e We also determined that the parameter
designed to ensure officer safety was
incorrectly applied. The OPP’s policy requires
that officers work in pairs for the eight hours
between 10 p.m. and 6 a.m. when practical.
However, the model used a 12-hour period
for pairing. Our request for the OPP to re-run
the model based on the policy requirement
resulted in a calculation that the OPP required
only 156 more officers province-wide, or 344
fewer than the 500 originally calculated, as
discussed below. However, our interviews
indicated that, in practice, very few officers
in detachments actually work in pairs as per
the policy. As a result, the model has been
calculating for some time that more officers
are necessary than actually are required for
serving municipalities with contracts.

e Under the model, there is supposed to be an
officer available to immediately respond to
any citizen-generated call for service 92% of

Figure 3: Range in Annual Average Calls for Service
Per Officer Within Regions (by Detachments), 2011

Source of data: Ontario Provincial Police

Average Calls/ Officer Difference
Region (%)
Central 225 348 54
East 182 335 84
North East 122 282 131
North West 127 301 137
West 195 336 72

the time. However, the OPP does not track its

success in meeting this target, or whether the

standard is even reasonable and appropriate,

because it monitors neither officers’ availabil-

ity to respond to calls nor the average time it

takes to respond to a call.

In our 2005 audit, we noted that the OPP
was working on a new joint OPP-RCMP staff-
ing model—called the Policing Resource Model
(PRM)—to replace the Deployment Model. The
PRM uses information that is similar to but more
detailed than the information used by the Deploy-
ment Model to determine how many officers a
detachment should have for front-line duties. When
we did our 2007 follow-up report, OPP officials told
us they had completed testing of the PRM for six
detachments and that further testing for another 25
detachments was scheduled for the fall of 2007. The
OPP told us that if testing was successful, the PRM
would be implemented across the province.
However, we found during our current audit

that the OPP does not use the PRM for determining
the number of front-line officers required; instead
it continues to use the older Deployment Model.
Despite this, the OPP said in its 2008 business plan
to the Ministry of Community Safety and Cor-
rectional Services (Ministry) that it was using the
PRM, and in 2012 the Ministry informed Treasury
Board that, based on the PRM, the OPP had a short-
fall of officers to support front-line service delivery.
The OPP even received an international policing
award in 2009 for its implementation of the PRM.



We noted that the RCMP is currently using the PRM
and has been doing so for more than five years.

In March 2012, the OPP conducted an analysis
of its front-line officer requirements at all detach-
ments using both models. The Deployment Model
calculated that the OPP required 500 more officers,
whereas the PRM calculated that it actually needed
50 fewer officers. In addition, both models identi-
fied that detachments required anywhere from
30% fewer to over 100% more officers, although
the results varied widely between the models. For
example, at a detachment with 59 officers, the PRM
calculated that 28% fewer officers were needed
while the Deployment Model calculated 105% more
officers were required. We talked to a number of
regional and detachment senior staff, including
staff in the 59-member detachment above, and they
indicated to us that, from an operational perspec-
tive, they had no serious concerns with their cur-
rent officer staffing levels.

Both staffing models calculate the number of
front-line officers needed at detachments, but the
OPP has not established a staffing template for
the other 44% of staff who also work in detach-
ments, including 1,600 officers who do not perform
front-line duties and 640 civilian staff. These other
officers work in administrative and other policing
duties, including courts, community relations and
crime investigations. We could find no basis for
determining the number of these other officers—
for example, no detachment-workload indicators
were being used. As well, we were told that the
number of officers and civilians working at detach-
ments was generally based on historical levels, and
the numbers have been relatively stable over the
last five years.

At the time of our audit, the OPP was engaged in
a project to develop templates for detachment staff-
ing and to identify inconsistencies and inequities in
current detachment staffing levels.

Ontario Provincial Police

RECOMMENDATION 2

To help ensure that the number of front-line
officers at each detachment is based primarily
on need and that officers are cost-effectively
deployed, the Ontario Provincial Police should
reassess its two computer-based models to
determine which one provides the best estimate
of requirements based on up-to-date and accur-
ate operational and workload standards, and,
once validated, use its staffing models to deploy
and reassign officers. The OPP should also
establish formal staffing methodologies for the
other 44% of detachment staff not covered by its
deployment model.

The OPP has conducted extensive analysis
comparing the Policing Resource Model (PRM)
and the Deployment Model, and determined
that the Deployment Model is the most suitable
model for identifying municipal and provincial
staffing requirements at detachments. The OPP
is updating the Deployment Model parameters
and expects to complete this project in late
2013. This will make it possible to compare
staffing results from the model with the actual
staffing levels at each detachment. Given the
diverse nature of detachments, local input and
analysis of operations must also be conducted
and taken into account to determine the
approved staffing requirements.

The OPP agrees with the Auditor General
that formal staffing methodologies are neces-
sary for the detachment staff not covered by the
Deployment Model, such as specialists, admin-
istration and supervisory positions. The OPP
has been working on a set of consistent methods
for staffing the various types of non-front-line
staff at detachments. The detachment structure
review has led to the creation of a model for
ideal staffing of non-front-line staff, which the
OPP will implement as part of its current review
of staffing levels in detachments.

237
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Officer Shift Scheduling

As with staff deployment, a key to operating cost-
effectively is having the right number of officers
working at the right times. In 1998 and in 2005,
we reported that officers were not scheduled in a
way that corresponded to peak workload periods,
and this issue remains. We saw no evidence of any
changes to make more efficient use of staff time
in order to reduce staffing costs or improve officer
availability during peak times.

We learned in interviews that OPP management
had little control over shift scheduling at detach-
ments. Instead, local officers generally determined
their own scheduling, and almost all chose to work
12-hour shifts, which offer more days off. Manage-
ment in detachments whom we spoke to said they
believed they did not have the authority to change
officers’ 12-hour shift schedules, and it was appar-
ent that there were different interpretations and
knowledge around OPP shift-scheduling policies
and the collective agreement.

For the most part, the 12-hour shifts are sched-
uled without overlap, so that the same number of
officers is working at all times during the day and
all through the week. Alternatively, overlapping
shifts can offer the benefit of having more officers
working during the busiest periods of the week and
day. Although overlapping shifts could pose a prob-
lem if, for example, there were not enough avail-
able patrol vehicles, the issue has not been formally
examined to assess its workability.

At detachments, the total number of calls for
service and citizen-generated calls for service from
3 a.m. to 7 a.m. is only about one-third of the num-
ber from 3 p.m. to 7 p.m., when demand is greatest,
as shown in Figure 4. Because the scheduling of
shifts is not based on workloads, detachments are
overstaffed during slow times in the early morning
hours compared to the busy afternoon hours. Front-
line officers told us that after 3 a.m., they spend
most of their time catching up on writing reports
and court briefs, and other administrative duties.
However, we also noted that the OPP has already
reduced the burden of report-writing at many

detachments by assigning more of those duties to
civilian staff.

OPP senior management acknowledged that
moving from 12-hour shifts to a mixture of shift
lengths, using part-time officers to supplement
regular officers and increasing shift overlaps dur-
ing peak times would save money and improve the
productivity of detachments. However, manage-
ment also advised us that the current collective
agreement might not contain the flexibility needed
to make such changes. We estimate that adjusting
the current 24-hour fixed scheduling from equally
manned 12-hour shifts to a mixture of shifts and less
staff from 3 a.m. to 7 a.m. would either result in sav-
ings in the range of $5-10 million a year or lead to
improved service to the public and officer safety by
more effectively matching staffing to workload.

In addition, the OPP operated 77 of its 78
detachments on a 24-hour basis in 2011. In 2008,
only 68 of the detachments provided policing
24 hours a day; the other 10 were open 20 hours
a day, with officers working 10-hour shifts. Even
though the number of calls for service remained
essentially unchanged from 2008, the OPP now
operates virtually all its detachments on a 24-hour
basis, with almost all of its officers working 12-hour
shifts. For instance, citizen-generated calls for ser-
vice averaged 1,237 per year over the past five years
for its only detachment open for only 20 hours a
day. Yet, we identified eight detachments that were
open 24 hours a day and had either the same or
even significantly fewer citizen-generated calls for
service. In 2012, the OPP did change one detach-
ment’s hours so that it also operates only 20 hours
per day.

The same issue exists with respect to weekday
versus weekend shift scheduling. The schedules
are made up so that the same number of officers
is assigned to each day of the week. We calculated
that on Sundays, there was about 20% overstaffing
of officers, based on the average number of
citizen-generated calls for service. By redeploying
officers throughout the week based on the demand
for service, the OPP could either reduce costs by
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Figure 4: Total Number of Calls for Service by Hour of Day, 2011

Source of data: Ontario Provincial Police
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several million dollars or make more effective use
of those officers.

Shift scheduling also becomes a significant issue
in the summer months, when the demand for OPP
service grows in many areas of Ontario with the
influx of tourists and cottagers. Figure 5 shows that
citizen-generated calls for service were 11% higher
than the 12-month average during the summer
months of July and August in 2011; however, it also
shows that officers take significantly more vacation
in these months than in any other month. In fact,
total officer hours worked during the months of
July and August were less than most other months
that had fewer calls for service. For example, 8%
more staff hours were worked in March than in
July, yet there were 23% more citizen-generated
calls for service in July. In addition, we estimated
that the OPP paid $2 million in overtime to cover
officers’ summer vacations.
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We raised this same concern in our 1990 and

1998 reports. In 1990, front-line officers were
taking 40% of their collective vacation during

the summer months, and in 2011, that figure was
about 35%. Some police forces have separate
summer and winter work schedules to make sure
they have enough staff in the summer, but the OPP
has yet to implement this practice. We noted that,
while the OPP has a policy that requires detach-
ment management—when they approve vacation
time—to ensure a minimum number of officers

be maintained during the summer months, the
expected calls for service are not formally taken
into consideration. As well, since the population

in many areas serviced by the OPP swells in the
summer months and the number of calls for service
increases, consideration should be given to increas-
ing staff availability rather than maintaining min-
imum staffing levels at detachments.
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Figure 5: Monthly Percentage Change in Averages for
Four Variables, 2011

Source of data: Ontario Provincial Police
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In 2000, in response to our 1998 recommen-
dations, the OPP introduced a shift-scheduling
manual. However, by 2008, only a few detachment
commanders had used the manual to change their
shift schedules. As a result, in 2009, the OPP issued
a new policy requiring that detachment and regional
management annually review shift schedules. The
policy also required that a committee be established
to conduct an annual review of shift scheduling and
issue a report to senior OPP management by August
of every year. However, there have been no formal
reviews of scheduling practices at any level, and the
committee has not yet met.

. RECOMMENDATION 3

In order to reduce operating costs and/or make
the best use of available officers’ time to more
effectively respond to calls for service, the
Ontario Provincial Police should:

e implement measures to give management
greater control over officers’ shift schedul-
ing and vacation entitlements to better
co-ordinate staffing with hourly, daily and
monthly demand for policing services;

e provide detachment management with
regular information that compares work-

load with staffing levels during all times of
the year;

@ reassess its current practice of having almost
all detachments operate on a 24-hour basis
to identify the savings potential of reducing
operating hours at some detachments; and

e monitor adherence to the existing policy
requirement that shift scheduling practi-
ces at detachments be formally reviewed
annually to assess their efficiency and cost
effectiveness.

The OPP recognizes that shift scheduling is

an important operational issue with a formal
protocol outlined through the collective
agreement. Significant research on this has
been undertaken by the OPP in the past year.
The OPP considers operational issues such

as vehicle requirements, supervision, officer
health and morale, training, court appearances,
administrative work and report-writing. Due to
operational considerations as well as the rural
nature of OPP detachments, more formal assess-
ments of shift scheduling at each detachment
may result in identifying savings that are less
than the figures estimated by the Office of the
Auditor General and lower than those that an
urban police service might generate. In addi-
tion, the OPP is reviewing its policies regarding
24-hour detachments to assess the viability of
this type of service in some locations.

The OPP will continue to seek and imple-
ment measures to better co-ordinate staffing
with the demand for police services. Several
tools and types of training have been developed
and are available for detachment command-
ers on the OPP intranet. The OPP’s goal is to
develop additional tools, such as a software
tool in 2013, for detachment commanders to
better analyze the implications of existing and
proposed schedules, consistent with the criteria
that must be considered as part of the process.



When the comprehensive analytical tools are
finalized, it is anticipated that detachment man-
agement and staff will work together to develop
their own improved staffing schedules. Each
region will conduct annual reviews to ensure
optimum shift scheduling.

The OPP has made efforts to include shift
scheduling in collective agreement negotiations.
This was not successful in the last round of bar-
gaining; however, the OPP continues to press for
its inclusion. Shift scheduling changes using the
existing manual will require a lengthy timeline
and a detachment-by-detachment review and
approval process. Shift scheduling is included
in our proposed transformational plans and sav-
ings are expected by 2014/15.

Use of Civilians

The OPP could make better use of more civilians,
who already make up 27% of its staff, to free up
officers for policing duties and reduce operating
costs. We noted this issue as far back as 1990.

In early 2012, the OPP said it determined that
having civilian employees take over more court and
community-service duties now performed by offi-
cers would lower staffing costs. As of 2012, there
were 103 officers working in such community-
service duties as crime prevention programs in
schools and media briefings. A first-class officer
earns a salary of $83,500 a year, while a civilian
community officer earns $57,250. The overall sav-
ings if all these duties were transferred to civilians
would be about $2.6 million a year. Similarly, there
are about 110 officers and 23 civilians performing
court duties. Transferring all court duties to civil-
ians would save another $2.8 million annually.

In its recent cost-management study, the OPP
identified positions in Corporate Services now filled
by officers—in areas such as business, finance,
human resources, training, records management,
policy development, and equipment and fleet man-
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agement—that could just as well be filled by civil-
ians. The study said the OPP could save $760,000
by shifting some of these jobs to civilians.

We noted that the OPP has not done a full
review to identify the jobs where officers could be
replaced by qualified civilian staff, apart from the
positions already mentioned. In many cases, offi-
cers are assigned to administrative positions while
retaining their officer titles and salaries and bene-
fits, and they continue to receive the same police
training as front-line officers. The RCMP advised us
that they introduced a cost-saving initiative in 2012
to more rigorously ensure officers are used only for
policing activities, while civilians handle virtually
all other non-policing and administrative duties.

RECOMMENDATION 4

To help ensure that non-policing duties and
responsibilities are handled as cost-effectively as
possible, the Ontario Provincial Police should:

e conduct a review of all staffing positions and
responsibilities at its detachments and its
regional headquarters and General Head-
quarters to determine where opportunities
exist to fill positions currently held by offi-
cers with civilians at a lower cost;
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e establish cost-saving targets and timelines
for designating positions to either civilians
or officers, depending on the duties of the
position; and

e reassign officers who are currently in civilian
positions back to front-line policing duties
where possible.

The OPP is a participant in the Future of Poli-
cing Committee (FPAC) review created by the
Ministry of Community Safety and Correctional
Services and involving municipal and police
stakeholders to redefine core duties. This
extensive review will provide service options
for consideration by all Ontario police agencies.
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The OPP has conducted a preliminary analysis
of potential savings opportunities with regard
to civilianization and will complete the analysis
with a more comprehensive review of the cost
savings and the operational impacts. Due to
provincial responsibilities and the number of
small, geographically dispersed detachments,
the OPP must ensure it has adequate police offi-
cers available for local emergencies and major
provincial events such as Caledonia, G8/G20,
major investigations and others.

The OPP acknowledges that with the finan-
cial constraints in today’s economy, the cost
savings of increased civilianization may be a
component in the future of policing. The OPP is
committed to continuing its review of staffing
positions and will develop cost-savings targets
and timelines for changes.

The OPP is limited by the parameters of
the collective agreement in relation to the
establishment of and changes to job descrip-
tions and classifications. Some roles currently
being performed by uniformed officers that
could potentially be civilianized (e.g., Com-
munity Service Officers) do not have specific job
descriptions associated with them because they
are not distinct positions. In addition, there are
many operational benefits of police performing
Community Service Officer and Court Services
Officer roles: they are able to respond to other
calls for service, they have powers of arrest,
and they generally have more influence over
students and the public.

Differential Response Unit

The OPP uses what it calls a Differential Response
Unit (DRU) in each of its five regions and its High-
way Safety Division to handle low-priority calls for
service over the phone. The goal of the program is
to make the most efficient and cost-effective use of
front-line officers’ time. However, as we noted in

our 1998 and 2005 audits, the DRU program is not
yet consistently managed and executed.

The DRU function is supposed to work as fol-
lows: When any of the five regional communica-
tions centres receives a citizen-generated call for
service, the detachment platoon sergeant decides
whether an officer will be sent out or if the call can
be handled over the telephone at a later time. If
the sergeant decides that a front-line officer does
not need to be dispatched, the call is forwarded to
the region’s DRU, which normally deals with the
call over the phone. (Under OPP policy, however,
if a caller or a municipality asks for an officer to
respond in person, one is dispatched regardless of
the nature of the call.)

The OPP reviewed DRU operations in 2007 and
found that all regions did not provide the same
kind of service and the units often lacked proper
supervision, which could cause service delivery to
suffer. The OPP noted these inconsistencies and
deficiencies again in 2010, and said it would launch
a project to ensure that the DRU program had a
standardized structure to ensure consistent manage-
ment and accountability. However, we found no evi-
dence that this project was ever set up. OPP senior
command requested another review of the DRU pro-
gram, to start in fall 2011. We were informed that as
of July 2012, a draft report was being finalized.

Our review of the number of calls handled by
DRUs in 2011 noted significant differences in use of
the program, as shown in Figure 6. One region, for
example, used DRU to handle just 1% of its calls.

We believe that the DRU program, with proper
management, could help the OPP reduce operating
costs and make more efficient use of the time of its
front-line officers. However, only one region has a
centralized DRU; in the others, local detachments
cover DRU functions by assigning the duties to
officers being accommodated for pregnancy, injury,
illness or any other cause making them unable to
go out to respond to calls. It is likely more cost-
effective and efficient for a region to centralize its
DRU or for all communications centres to share one
DRU for the entire province.



Figure 6: Percentage of Citizen-generated Calls for
Service Handled by Differential Response Units, 2011

Source of data: Ontario Provincial Police

Central 10
East 8
North East

North West 22
West 6
Highway Safety* Unknown

* The Highway Safety Division operates a DRU,
but does not maintain any statistics on its use.

In addition, in our 2005 Annual Report we noted
that one region’s DRU officers were able to each
handle an average of 950 calls for service annually,
compared to about 200 calls for a front-line officer.
In the current audit, the same region reported that
its DRU officers each handled on average fewer
than 600 calls per year, and consequently, if more
calls were forwarded to DRU, they could likely be
handled with minimal staffing impact.

RECOMMENDATION 5

To help achieve the significant cost and oper-
ational benefits of implementing a Differential
Response Unit (DRU) program to free up front-
line officers’ time for more serious matters, the
Ontario Provincial Police should:

e establish a strategic plan for fully imple-
menting its DRU program throughout the
province, with targets for measurable savings
and benefits, and associated timelines; and

e given the lack of widespread success in
implementing the DRU program over the
last decade, consider centralizing the
program to improve service levels, enhance
consistency and help realize economies of
scale and cost savings.

The OPP acknowledges that there are oppor-
tunities to enhance and improve the Differential
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Response Unit (DRU) program. A comprehen-
sive report, reaffirming these opportunities, was
completed and presented to senior management
in September 2012.

All regions have established a DRU program
to some extent, but implementation provincially
has been inconsistent, as it relates to having an
effective operating environment and staffing
requirements, including short-term accom-
modated officers, and appropriate management
and training. The current report concludes that,
rather than centralization, the most decisive suc-
cess factors are having clear direction from the
regional commanders, oversight, accountability
and well-defined reporting relationships among
those assigned to perform the DRU function.

The OPP is committed to moving forward
on this initiative and will invest the resources
required to implement improvements, includ-
ing setting performance targets and measuring
against these targets.

OFFICER COMPENSATION

Salary and Benefits
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According to a quarterly RCMP survey of salaries,
benefits and pensions, the OPP ranked third among
Canadian police forces at $66.45 an hour as of
March 31, 2012. Only the Toronto Police Service
($70.90/hour) and the Vancouver police ($70.52/
hour) were higher. The RCMP stood at $65.72 an
hour and the Stireté du Québec at $57.84.

OPP members received an average annual
salary increase of 2.9% for 2005 to 2010, a 5%
wage increase in 2011, and no increases for 2012
and 2013. However, following a recent provincial
government announcement that OPP officers would
receive the “highest paid first-class constable base
rate” in the province, an officer’s annual salary may
well increase by at least 8.5% effective January
1, 2014. In addition, officers and civilian staff are
entitled to a number of compensation benefits that
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few other members of the Ontario public service,
such as correctional officers, receive. For instance:

e In 2003, after the Toronto Police Service
began paying its officers a retention bonus to
encourage them not to leave the force in sig-
nificant numbers, the provincial government
negotiated an incentive called the Provincial
Responsibility Incentive with the officers’
union—even though staff were not leaving
the OPP for other employment in significant
numbers—that resulted in OPP officers being
paid at compensation levels comparable
to Toronto officers. Commissioned officers
(generally senior OPP management staff)
who are not part of the union also received
the incentive, which was officially established
to compensate officers for being expected to
respond across the province to emergencies,
for long-term investigations and for large local
events when extra resources are required. In
2012, the annual incentive was 3% of salary
after eight years of service; 6% of salary after
16 years of service; and 9% of salary for 23
years or more, up to a maximum of $7,500.
We noted that in 2002, before the incentive
was provided, only 43 officers that year left
the force, which then stood at 5,300. In 2011,
only 25 officers left the force.

e OPP staff have better pension benefits, includ-
ing a lower retirement age, than other Ontario
government employees who are members of
the same Public Service Pension Plan or other
pension plans. This in itself is a retention
incentive. In addition, as of January, 2012, the
pensions of officers are calculated based on
a 36-month average of their highest annual
salary, rather than a 60-month average used
for other provincial government employees.
For civilian OPP staff, the pension is based on
a 48-month average. Using fewer months to
determine average salaries results in higher
pension costs for the government.

e FEach year, instead of taking five vacation days,
staff may opt to receive an additional week’s

pay. From 2009 to 2011, 30% of staff received
this payment, and it represented about $4 mil-
lion annually.

e The OPP provides an allowance of $1,250
annually to each officer whose policing duties
require plain clothes in addition to uniforms.
In 2006, the OPP extended that allowance
to all 200 commissioned officers, who work
primarily in an office environment, where
the OPP has a business-attire dress code. In
2010, the allowance was expanded to include
dry cleaning expenses. The cost of providing
commissioned officers a clothing allowance is
$250,000 annually.

Overtime

In our 2005 Annual Report, we noted that the OPP
had achieved some success in lowering overtime
expenditures, decreasing them by more than 10%
to approximately $33 million in 2004/05. Since
then, overtime hours have been kept to a consistent
rate per officer, but the impact of compensation
increases and increases in the number of officers has
been a 60% increase in overtime costs to $53 mil-
lion for 2011/12. Approximately 63% of overtime
was incurred by officers in detachments, who on
average received overtime payments of $7,500 each
in the 2011/12 fiscal year. The increase in overtime
occurred even though over the last five years, the
average annual total calls for services handled by
the OPP remained relatively stable, the number of
criminal offences reported by the OPP declined and
the OPP has added 700 officers since 2007.

In addition, we noted that in 2011, about $7 mil-
lion of overtime was logged for administrative dut-
ies, such as training, report-writing and meetings,
in apparent contradiction of OPP overtime policy.

RECOMMENDATION 6

To help inform future decisions on compen-
sation levels for officers and as part of the
preparation for future collective bargaining



negotiations, the Ontario Provincial Police
(OPP) should analyze the working condi-
tions and compensation levels of its officers in
comparison to other major police forces across
Canada and in relation to current Ontario gov-
ernment compensation policies.

The OPP should also increase its oversight
of overtime expenditures as well as identify and
address the underlying reasons for the signifi-
cant increase in overtime costs in recent years.

The OPP has committed in its 2012 trans-
formational plan proposal to continue to work
through the Police Bargaining Working Group
to identify opportunities to bend the cost curve
in police compensation. The OPP uses Statistics
Canada and RCMP Police Sector Total Compen-
sation reports and communicates with other
policing agencies regarding compensation. The
Employer (Ministry of Government Services),
in consultation with OPP, has reviewed many
aspects of OPP compensation and will continue
to bring these forward to the negotiation table.
The OPP will continue to assess compensation
trends and will annually review its compensa-
tion compared to other policing agencies and
the Ontario government.

The OPP agrees that overtime is an import-
ant cost to manage. After significant effort,
overtime costs were brought to very low levels
for the 2004/05 fiscal year, as noted by the Aud-
itor General. Since that time, overtime has been
significantly impacted by major events including
protracted First Nations protests, several large-
scale investigations and the G8/G20.

Although overtime has increased in dol-
lar terms, a portion of the increase is directly
attributable to compensation increases and the
increase in officers for new municipal contracts.
Administrative overtime is generally not permit-
ted and in some cases may be a coding issue
rather than administrative overtime. The OPP
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will review the current administrative overtime
and will ensure it is reduced where appropri-
ate or coded to the correct activity. The results
will be monitored and reviewed for 2012/13
and onward.

Over the past few years the OPP imple-
mented additional overtime oversight and
processes including detailed monthly overtime
reports, detailed detachment analysis and
memos regarding overtime management. Over-
time management is part of the OPP’s current
cost management strategies and savings targets
are reflected in the Results-based Planning
process, underlying the OPP’s commitment to
overtime management.

MUNICIPAL POLICING

Under the Police Services Act (Act), municipalities
may establish police forces either on their own or
with other municipalities, or they may purchase
policing services from other municipalities or from
the OPP under a five-year renewable contract with
the Ministry. If municipalities make no arrange-
ments, the OPP is required to provide the basic
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policing services it thinks are necessary and those
municipalities reimburse the OPP for the cost of
the policing provided. Municipalities that have
contracts with the OPP have more control over the
accountability and level of service that they get
from the OPP, and in setting community priorities
for their own policing.

During the 2011/12 fiscal year, the OPP serviced
149 municipalities with contracts, and 173 muni-
cipalities that pay for services without a contract.
The OPP received $362 million in revenues for
providing these services, with 75% of that coming
from municipalities with contracts. Billings and
collections for both contract and non-contract
municipalities are handled by the Shared Services
Bureau of the Ministry of Government Services
using information provided by the OPP. In addi-
tion, the provincial government assists small and
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rural municipalities with their policing costs. In
2011, municipalities policed by the OPP received
$71.9 million from the Ministry of Finance under
the Police Services Grant Program.

In addition, the OPP provides support to smaller
and rural municipal police forces that may need
assistance from time to time, and to help them
meet policing standards for events such as emer-
gency response.

Relations with Municipalities

A number of municipal officials told us that while
their annual costs for OPP services have increased
significantly, the OPP offered no adequate explana-
tions or accountability for these increases, and
showed no flexibility to limit them. The OPP and
Ministry have acknowledged these concerns and,
during our audit, were working on ways to better
share information to improve the relationship with
municipalities.

Municipalities are paying more for OPP services
largely because of changes over the last several
years to the OPP’s billing and costing methods, as
well as increases in officers’ salaries. We calculated
that for municipalities with contracts, the overall
cost of the OPP’s services increased 29% from 2007
to 2011, an average of about 7% annually—or more
than three times the rate of inflation. For municipal-
ities without contracts, the overall increases were
19% over the same period, or an average of about
4% annually. Over the same period, individual
municipalities experienced a range of changes in
costs for OPP service, from a decrease of 60% to an
increase of 135%. Factors besides internal OPP cost
increases that affect the chargeback include changes
in the number of calls for service to a municipality.

Notwithstanding the concerns expressed about
costs, all municipal officials we spoke with said
they were very satisfied with the OPP services they
received and with the communication provided
by local detachment commanders on community
issues. As well, all the municipalities acknowledged
that using the OPP’s services was generally less

costly than maintaining their own municipal police
forces. According to OPP estimates, municipalities
with and without contracts save on average any-
where from 35% to 60% by using the OPP instead of
having their own police forces, as shown in Figure 7.

OPP senior staff told us that some municipalities
choose not to sign contracts for OPP services, while
others with contracts decide to pay for services over
and above the basic requirements. Consequently,
municipalities can receive different levels of poli-
cing. As an example, two municipalities with simi-
lar numbers of calls for service had very different
levels of service: One, a non-contract municipality,
paid $9 million a year for a minimum level of police
service; the other paid more than $15 million a year
for a contract that provided for 30 staffing enhance-
ments, including a dedicated traffic patrol and
greater officer presence in the community. Several
larger municipalities have chosen a basic level of
service by not entering into contracts with the OPP,
likely due to the lower costs of such arrangements.
Interestingly, the OPP advised us that three muni-
cipalities that paid for enhanced OPP services were
cited in 2010 by a national magazine as being in the
top five safest communities in Canada.

The Ministry and OPP have been working
to improve relationships with municipalities by
providing more information on the costs of their
services. In February 2012 , a project team of
representatives from the OPP, the Ministry, munici-
palities and their associations, and police services
boards was formed to improve communication
and accountability about the OPP’s costing policies
and processes, and to identify opportunities for
municipalities to contain or reduce policing costs.
In March 2012, about 40 policing organizations
and municipal stakeholders took part in a summit
on the future of policing hosted by the Ministry. As
well, the Ministry created the Future of Policing
Advisory Committee with municipal involvement
to oversee and make recommendations by 2015 for
changes to policing standards.
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Figure 7: Cost Comparison of Municipal Police Services, 2011
Source of data: Ontario Provincial Police

Estimated per Capita Cost
of Police Services ($)

Provider of Police Services # of Municipalities

Municipal police force 17 282
OPP - with contract 0 -
OPP - no contract 0 -

247

Municipal police force 7 264
OPP - with contract 153
OPP - no contract 2 117

Municipal police force 14 284
OPP - with contract 21 150
OPP - no contract 4 131
Population5,000-14999
Municipal police force 14 329
OPP - with contract 48 156
OPP - no contract 31 133

Municipal police force 1 371
OPP - with contract 74 238
OPP - no contract 136 142

Costing and Billing Methodology

The OPP sets the minimum number of officers and
hours required to service a municipality, regardless
of whether it has a contract in place. This deter-
mines the municipality’s expected costs, including
direct costs for officers’ salaries plus an allocation
for other support and operating costs, such as
vehicles, training, communications, forensic iden-
tification units and facilities. Municipalities with
contracts can also opt to enhance the service level
beyond the minimum recommended by the OPP,
and to pay extra for more officers. Municipalities
are given a budget at the beginning of the year,
billed monthly based on that budget, and receive
a final invoice that reconciles the budget to actual
expenses at year-end.

Chapter 3 « VFM Section 3.10

To determine the minimum number of officers
a municipality requires, the OPP uses either its
Deployment Model or a workload analysis tool.
However, these different methods can produce
different results. In 2011, internal auditors noted
that the OPP had not established clear criteria for
using one or the other method. We were told that
a manual on the contract renewal and negotiation
process was to be completed by late 2012, and
shared with municipalities, to address the internal
auditor’s recommendation that the OPP ensure that
the process of establishing municipal contracts is
transparent and managed effectively.

As of our current audit, the agreements with
municipalities did not clearly indicate whether
the number of officers was the original minimum
determined by the OPP or whether it was a higher
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number based on a municipal request. For example,
contracts for one municipality showed that the
number of officers increased from 65 in 2009 to 80
in 2013. However, there was no indication whether
these additional officers were needed as a minimum
to meet increasing workloads, or whether they had
been requested as enhancements to the contract.
Without sufficient contractual or other docu-
mentation, the OPP risks not being able to clearly
demonstrate that it is providing policing services to
municipalities consistently and cost-effectively.

The costing formula for the OPP’s contracts is
established by a regulation under the Police Ser-
vices Act and approved by Treasury Board. Direct
costs represent about 80% of the formula and are
updated annually based on actual salaries and
benefits paid to officers, including all increases
negotiated as part of collective agreements. Other
support and operating costs make up the rest of the
formula and are based on provincial average costs
calculated periodically and applied based on the
number of officers assigned to the municipality. The
cost per officer to municipalities for both direct and
other support and operating costs increased from
approximately $122,200 in 2007 to $144,000 in
2011, or 18%.

Other support and operating costs embedded
in the formula were not updated annually, so the
charges did not necessarily reflect current OPP
costs. Beginning in 2012, all municipalities without
contracts were billed using the 2010 costing for-
mula, the most recent approved by Treasury Board.
However, for municipalities with contracts, the
OPP is currently billing based on 2003, 2008 and
2010 formulas, depending on when the five-year
contract was last negotiated. This is because as the
contracts expired and were renewed, the most cur-
rent formula at the time was applied to the contract
for the entire five-year renewal without provision
for the OPP to update the formula. Other support
and operating costs increased from about $18,000
per officer under the 2003 formula to $29,000 in
the 2010 formula. As a result, municipalities could
have experienced increases of up to 60% in these

costs in the year that the contracts were renewed.
As of March 31, 2012, the OPP was still billing 32
municipalities using the 2003 formula and four
using the 2008. We noted that if all municipalities
were updated to the current 2010 formula, the OPP
would have recovered an additional $5.4 million of
its other support and operating costs annually.

The OPP has received approval from Treasury
Board to update and apply the formula on an
annual basis beginning in 2012. Internal auditors
also identified that costs in the formula are not con-
sistently included, updated or validated, and that
there is no clear documentation for the rationale for
including or excluding a particular cost. Beginning
in 2012 with the annual updates to the formula,
the OPP was to have a formal process in place to
review all the items used in the costing formula,
and improve its documentation for determining
which costs should be included. Better documenta-
tion should also help improve the OPP’s ability to
disclose its charging practices to municipalities.

In addition, we found that in 2011, municipal-
ities covered by 49 of the 118 contracts in place
received more hours of service than their guaran-
teed minimums, including three locations that have
each been over-serviced by more than 10,000 hours
annually since 2007. However, the OPP is unable to
recover the additional costs of providing more ser-
vices than required in the contracts. As well, muni-
cipalities covered by 21 contracts received fewer
hours of service than the guaranteed minimum.
OPP officials told us that these discrepancies could
stem from officers not properly recording their time
or because the use of their time had not been prop-
erly monitored by their supervising officer.

Annual Credit Reimbursement to
Municipalities

OPP detachments operate on an integrated service
model whereby one detachment may provide poli-
cing services to several municipalities—contract
and non-contract—as well as perform provincial



policing duties either within or outside of the
detachment area.

Officers who work in detachments are not
designated as specifically municipal or provincial.
Whatever their duties on a particular day and what-
ever municipality they work at, officers record their
activities and location in the OPP’s Daily Activity
Reporting (DAR) system. As part of the billing pro-
cess, the OPP provides contract and non-contract
municipalities with a Provincial Service Usage
(PSU) credit to make up for the time officers in the
detachment spend performing provincial policing
duties or working outside of the detachment area
rather than performing municipal duties. The OPP
provided an average of $23 million per year over
the last five years in total PSU credits to municipal-
ities. These credits were in addition to the police

services grants managed by the Ministry of Finance.

For municipalities with contracts, we asked why
the OPP needed to provide PSU credits of about
$15.6 million annually when its contracts and
annual budgets with these municipalities are based
on hours of service and municipalities are charged
only for the time spent on municipal policing, thus
making the credits unnecessary. (For municipalities
without contracts, annual budgets are calculated
in a different way that requires providing a PSU
credit.) In addition, we noted that the PSU credit
and billing method does not take into account
whether the minimum required contract hours
were exceeded by the OPP for municipalities with
contracts. For instance, five municipalities with
contracts were each over-serviced by more than
10,000 hours in 2011 and still received between 3%
and 8% of their gross costs back in PSU credits at
the end of year.

The OPP notes that municipalities rely on PSU
credits to reduce their police services costs, and
that any proposal to eliminate the credit would
need Treasury Board approval, because it would
place a greater financial burden on municipalities
at the same time that the updated costing formula
was being applied to include more of the OPP’s true
costs for providing services.

Ontario Provincial Police “

Other Provinces

The charging practices for the OPP’s services are
complex and onerous both on municipalities and on
the OPP, and, as already noted, not well understood
by municipalities. In contrast, our understanding of
the RCMP and Stireté du Québec costing processes
suggests they appear much easier to administer. For
example, the RCMP dedicated officers to its munici-
pal contracts and charged municipalities 80% of the
cost of those officers. As a result, the RCMP did not
provide credits to municipalities for any police work
they performed outside of the municipality, since
co-operation between police forces is considered

a normal practice. In Quebec, all municipalities
with populations up to 50,000 have been required
since 2001 to use the Stireté du Québec for policing.
Ten-year contracts are used, and regional muni-
cipalities are invoiced based on property values

and population.

The OPP prepared a briefing note to the Minister
of Community Safety and Correctional Services in
2004 proposing to implement a provincial per capita
or per household methodology for invoicing muni-
cipalities, but no action was taken. The OPP advised
us at the time of our audit that it was reconsidering
a per capita costing methodology and expected to
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present a briefing note to the Ministry in late 2012.

Assisting Municipal Police Services

The OPP is sometimes called on to assist municipal
police forces, but it has never charged municipalities
for this, even though it has the authority to do so
under the Act. In some cases, a formal support
agreement with the OPP is required to allow the
municipal police force to meet the adequacy stan-
dards under the Act for a municipality to have its
own police force. The OPP has calculated that from
2007 to 2009, the average cost of providing assist-
ance to other police services was $11.3 million per
year. However, we were told that this calculation
included costs that fall under the OPP’s provincial
responsibilities, such as complex cross-jurisdictional
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investigations, which may not be recoverable, and
that the OPP’s system does not track the strictly
municipal assistance costs separately.

As part of its 2012/13 planning, the Ministry has
recommended to the Treasury Board that it start
charging municipalities for its assistance. However,
the OPP noted that it was the smaller municipalities
that most often required the most assistance with
major incidents or investigations, and they might
not be able to afford to pay for such help.

RECOMMENDATION 7

To promote better relations with, and consist-
ent services to, municipalities, and fairer

and more transparent billing processes, the
Ontario Provincial Police, in conjunction with
the Ministry of Community Safety and Cor-
rectional Services, the Ministry of Finance and
municipalities, should:

e seek ways to simplify, and make more
transparent, its cost-recovery methods
and consider whether various grants and
credits should be amalgamated into one all-
encompassing costing formula;

e address the issues in its costing and billing
methods that result in municipalities paying
different rates and consider phasing in cost
increases over time rather than when con-
tracts are renewed; and

e consider establishing a policy that would
require identifying all costs for providing
services to support municipal police forces as
well as the proportion to be recovered.

A comprehensive document explaining the
cost-recovery formula was prepared in August
2012 in collaboration with the Association of
Municipalities of Ontario (AMO) and three
municipal Chief Administrative Officers. This
document was shared with every municipality
that receives policing services from the OPP.

The OPP, Ministry of Community Safety and
Correctional Services and Ministry of Finance
have been collaborating on identifying and
evaluating changes to the current complicated
system of charges and grants. Proposals for a
more equitable and simple billing process are
being developed for consideration as part of
the government’s commitment to economically
sustainable policing.

The recovery of costs for providing police
service to municipalities that receive policing
from the OPP is governed by the regulations
under the Police Services Act. The OPP and
Ministry report annually on costs in accordance
with these regulations. In addition, the OPP
brings forward options for additional cost cat-
egories for inclusion in the cost-recovery model
if they are found to be directly attributable and
material to the provision of services. AMO is
aware of this practice/policy and Police Service
Boards are also made aware through their
biannual conferences.

OPP senior management is open to the con-
cept of charging municipalities for some services
that the OPP provides to municipal police forces,
depending on a variety of factors, particularly
where core police services are provided that
would normally be routine business for a force.

USE OF VEHICLES

The OPP operates a fleet of about 3,800 vehicles—
1,250 assigned to officers or civilian staff and the
rest designated as patrol and pool-usage vehicles.

In 2008, to comply with Canada Revenue
Agency regulations, the OPP notified officers and
civilian staff that they would incur a taxable benefit
when a vehicle assigned to them was used for
personal reasons, such as routine commuting from
home to work. In March 2009, the OPP approved
a list of job descriptions and positions that were
deemed exempt from a taxable benefit.



The OPP calculates the amount of taxable
benefit to be reported on employee T4 income slips
using its fleet bureau system, in which drivers are
to record their personal mileage each month. Man-
agers are responsible for reviewing the fleet bureau
entries at the end of the year to ensure employees
are properly reporting their mileage.

In late 2011, the OPP began a review to see if
it could operate more efficiently by cutting down
on the number of vehicles it assigned to officers
and civilian staff and to examine whether taxable
benefits were being properly administered. The
review, completed in February 2012, found that
poor record-keeping and problems with various
processes resulted in the following:

e The whereabouts of 200 vehicles listed in the
fleet management database were not readily
known, since the vehicles were not listed as
assigned to a region or investigations bureau.

e The list of vehicles assigned to staff could not
be located and had to be recreated.

e The approved list of job descriptions and pos-
itions deemed exempt from a taxable benefit
had not been reviewed and updated since
it was released in March 2009. The review
also identified 40 staff listed as exempt, but
whose current positions did not qualify for the
exemption.

e No personal mileage was reported by more
than half of the 640 non-exempt staff who
were assigned vehicles.

OPP staff informed us that, as of September
2012, they had accounted for all vehicles and issued
amended T4 tax slips to the 40 employees whose
positions did not qualify for an exemption.

RECOMMENDATION 8

To help adequately manage and control the use

of vehicles, the Ontario Provincial Police should:

e improve its record-keeping and other pro-
cesses for tracking inventory and assigning
vehicles and capturing personal-use
mileage; and

Ontario Provincial Police “

e ensure that its processes result in compliance
with tax laws that require that any signifi-
cant personal use of vehicles be reported as
employee income.

The OPP agrees that the vehicle management
process implemented in 2008/09 is not meeting
current needs. A project has been established

to review the current system and improve the
management of vehicle taxable benefits. As well,
all discrepancies between the fleet management
database and the physical vehicles have now
been resolved. New processes and policies will
enable the OPP to effectively and efficiently
manage vehicle assignments and ensure compli-
ance with tax reporting requirements.

DETACHMENT INSPECTIONS

The Police Services Act stipulates that all police
forces have quality assurance processes in place for
the delivery of adequate and effective policing. The
OPP’s Quality Assurance Unit uses two processes for
conducting audits for this purpose:

e It provides a Management Inspection Process
(MIP) questionnaire to each detachment com-
mander three times a year to assess whether
the detachment is meeting the standards
of the Police Services Act and the OPP’s own
policies.

e It conducts an on-site physical inspection of
all detachments every two years (three years
up until mid-2011) to verify the information
provided in the MIP questionnaire; audit
high-risk areas such as vaults that hold seized
firearms, drugs and cash, and storage of the
detachment’s armaments; and examine the
detachment’s financial processes. The Unit
sends its findings to the detachment com-
mander and to management at the regional
headquarters and at General Headquarters.
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We expected that with these quality assurance
processes in place, relatively few problems would
be found at the detachments. However, inspection
reports that we saw often noted that detachments
were not complying in a number of areas and were
told to correct deficiencies. Similarly, we did our
own inspections at eight detachments and found a
number of deficiencies, even though, just as with
inspections by the Unit, the detachments were noti-
fied in advance of our inspections. The problems
we found at the detachments included missing
documentation, the use of improper signatures for
authorizations, and poor controls over evidence
and OPP weapons. For example:

e We noted several cases where physical counts
of seized items in the vaults did not match
the inventory listings in the computerized
Records Management System (RMS). At one
detachment, the staff could not provide an
inventory listing from RMS for seized cash,
drugs and firearms, and instead were using
a manually prepared ledger that lacked the
controls in the RMS system. We found three
cash court-evidence exhibits in the vault that
were not recorded in the ledger. At two other
detachments, the physical count of seized fire-
arms did not match the RMS inventory listing;
in one of the cases, the vault contained five
fewer seized firearms than the RMS listing.
In several other detachments, the required
records of items placed in and removed from
the vaults were not always maintained or the
items were improperly documented. It was
also often not clear who had access to court
evidence in the vaults.

e Several transfers of seized cash out of detach-
ments were made without acknowledgment
from the recipients. At one detachment,
$7,500 was transferred to another OPP inves-
tigations bureau without proper signatures,
and an exhibit of $1,700 in seized cash could
not be located in the vault.

e We found cases in which seized items were
secured in non-approved exhibit storage

bags, where documentation for items was
missing, and where only one signature was
obtained for disposal of illicit drugs when two
signatures are required. At one detachment a
civilian staff member was assigned to manage
the storage vault, which is contrary to policy.

e In some cases, officers’ handguns were stored
in locked firearms lockers that did not have
the required locking cable or an approved
lock. As well, we found off-duty officers’ pep-
per spray canisters were not in handgun stor-
age lockers as required by policy.

RECOMMENDATION 9

To ensure that detachments meet legislative and
policy requirements for ensuring the security
and integrity of seized cash, drugs and firearms,
and detachment weapons, the Ontario Provin-
cial Police should:

e reassess its quality assurance processes and
increase senior management oversight of
results to identify ways to make inspections
more effective, including the periodic use of
surprise inspections to promote sustainable
compliance; and

e make detachment commanders more
accountable for ensuring that actions have
been taken to correct any deficiencies noted.

The OPP has made a strong commitment to
ensuring that Police Orders and legislative
requirements for policing standards are consist-
ently followed. The OPP has investigated and
resolved the discrepancies identified by the
Auditor General’s review. Through this review,
the regions have identified accountability, train-
ing and policy clarity as areas that will improve
seized asset management. The OPP will review
the suggestions and implement new processes
where required.

The OPP’s Quality Assurance (QA) unit
works in partnership with the regions to



continually review and improve QA processes.
Furthermore, substantial changes were made
after the Auditor General’s recommendations in
2005 and follow-up report in 2007.

Currently, the Deputy Commissioner of Field
Operations and each Regional Commander
receives a summary of all findings. The QA unit
works with the detachments and the region to
ensure all the issues are resolved in a timely fash-
ion. If an issue is systemic or involves a risk that is
not resolved, the QA unit will inform the Deputy
Commissioner. In most cases, errors are related
to documentation or process discrepancies.

The OPP will continue to reassess its quality
assurance processes and ensure detachment
commanders are accountable.

EFFECTIVE POLICING
Community-oriented Policing

The Police Services Act requires the Minister of Com-
munity Safety and Correctional Services to develop
and promote programs for community-oriented
police services. As well, the Act establishes min-
imum police service standards and requires every
chief of police to establish specific procedures and
processes for community-oriented policing.
Historically, the OPP’s community-oriented
policing program involved regular meetings and
communications between a committee of local
citizens and members of the local detachment, dur-
ing which the group would deal with local concerns
about such issues as crime and traffic. The goal of
the program has been to improve community safety
and to involve the community in crime prevention.
In 2010, the Ontario Association of Chiefs
of Police introduced a new community-policing
model, which, according to the 2011 OPP business
plan, was to be the foundation of the force’s crime-
prevention efforts. The business plan indicates that
the OPP needed to make significant efforts through
awareness sessions or other communications to

Ontario Provincial Police “

tell OPP staff about the new model and train them
accordingly, and to let communities know about it.

On our visits to eight detachments, we asked
commanders, sergeants and constables whether, or
what, they knew about the new community-policing
model. Some detachment members knew about the
new model and had even received some training
or had attended awareness sessions; others were
unaware of it. We also checked to see whether the
community-policing committees still existed. In
three jurisdictions, the committees still met, and in
another three, the committees existed in some form,
but had not met recently or were being redeveloped.
In two detachments, there were no committees.

In our 1998 and 2005 audits, we reported that
the community-oriented policing program needed
to have better management oversight and a pro-
cess to measure the effectiveness of the program
against established criteria. We found during our
current audit that these observations had not been
addressed.

Results-Driven Policing

In 2006, the OPP introduced the Results-Driven
Policing Accountability Framework for improving
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community safety through targeted crime and
traffic-enforcement initiatives. Using the framework,
detachments and regional headquarters collect and
analyze statistics on rates of certain crimes and the
numbers of road-related fatalities and injuries, and
these statistics are discussed at quarterly meetings.
If, for instance, the statistics show an increase in
accidents on a certain highway, or a spike in certain
types of crimes in a particular area, resources may be
redirected to address the situation. Senior manage-
ment at General Headquarters reviews the Results-
Driven Policing reports quarterly and, if necessary,
requests corrective action.

This sort of response strategy is useful in that
it helps detachments focus their resources on
improving tangible results, but the framework sets
no targets against which detachments can meas-
ure their results and compare them with other
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detachments. Setting targets could allow the OPP
to more effectively monitor and improve detach-
ments’ performance.

Response Times

Communication devices in OPP vehicles have a
button that officers use specifically to report to
the communications centre when they arrive at a
scene, and officers are required to use this button.
However, unlike municipal police services and
the RCMP, the OPP does not analyze information
about how much time elapses between when a call
is received by one of its regional communications
centres and when the officer arrives on the scene.
Consequently, the OPP does not know whether
average response times are reasonable, particularly
for more serious or higher-priority calls. OPP
officials told us it would be impractical to set a
response-time standard for all calls because of sig-
nificant geographic differences across the province.
Nevertheless, keeping track of average response
times on a detachment-by-detachment basis would
allow the OPP to monitor officer response times to
determine whether there were any detachments
that may need more officers during certain periods.
The OPP compiled an informal sample of aver-
age response times from one regional communi-
cations centre in 2011 and found that an officer
arrived on the scene within 10 minutes in 78% of
calls for service and within 40 minutes for 95% of
calls. No other analyses of response times have been
carried out, whether of individual detachments,
regions or the province as a whole.

RECOMMENDATION 10

To help ensure that police resources are focused

on the Ontario Provincial Police’s key objectives

for effective policing, the Ontario Provincial

Police should:

e improve the reporting to management on
the community-oriented policing program
and the results-driven policing program,

and establish measures for assessing the
effectiveness of these programs at individual
detachments; and

e monitor average officer response times to
calls for service for each detachment to
ensure that adequate response times are
achieved, particularly for higher-priority
calls and during peak demand periods.

The OPP will develop a reporting mechanism for
community-oriented policing. The OPP Crime
Prevention Section has begun communicating
with regions on how Ontario’s Mobilization and
Engagement Model of Community Policing can
be used most successfully. The OPP has also
established a tactical priority-setting process
enabling officers in the OPP and other police
agencies to focus on severe crime problems
affecting communities.

The Results Driven Policing (RDP) program
is an accountability process meant to identify
and respond to issues quickly, rather than com-
paring benchmarks against other detachments
and regions. Significant work is done at the
detachment and regional levels regarding RDP
statistics and in response to trends and emerging
issues. Best practices are identified and shared.
All of those results are in turn rolled-up and
reviewed monthly at OPP Executive Council
meetings at General Headquarters. The OPP is
currently developing a better corporate analysis
framework and reporting process on the benefits
and the successes/failures of RDP regional initia-
tives. In the new year, a streamlined and more
efficient RDP process will be implemented at the
detachment, regional and provincial levels.

The OPP will investigate ways to efficiently
monitor response times and has set a target to
provide reports and analysis to senior manage-
ment by the end of 2013.



INFORMATION SYSTEMS

Officers use two separate OPP systems on a daily
basis to record their activities:

® The Records Management System (RMS)

tracks occurrences, such as those resulting
from calls for service, and permits analysis

of case-related information, such as types of
crime committed, location, people and prop-
erty involved, witness statements and officers’
notes. Officers are required to update RMS
after each occurrence.

e The Daily Activity Reporting system (DAR)

is, primarily, a time-accounting system that
tracks an officer’s regular and overtime work
hours, the number and types of calls for
service to which an officer responds, and how
much time each officer spends on activities
such as traffic patrol, Criminal Code investiga-
tions and administration. Officers are required
to update DAR daily.

Officers, administrators and local and provin-
cial governments rely on the RMS, which holds
about 11 million records, to provide accurate data
quickly. For example, front-line officers use the
RMS to look up records of known violent offenders,
vicious animals or high-risk residences, as well as
to access a suspect’s criminal background and other
vital data. Organizationally, the OPP uses RMS to
compile crime statistics for policing initiatives such
as community-oriented and results-driven policing,
and uses DAR for reporting publicly on the number
of calls for service to which it responds.

The OPP has acknowledged concerns about the
quality of data in RMS. Random internal audits
have revealed a number of data-quality issues,
including the fact that occurrence information is
often incompletely or poorly documented, and that
occurrences that are already recorded in the system
do not show up during RMS searches by officers.

Data integrity problems are more prevalent in
DAR. In 2005, we recommended that the OPP insti-
tute procedures to require supervisory officers to
oversee the completeness and accuracy of the infor-
mation entered into the system by officers. This
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was only partially implemented, and a supervisor’s
approval is required only when officers record over-
time hours. Supervisors are also required to ensure
weekly that officers have updated DAR, but they
do not check or approve the officers’ data entries.
By comparison, the Stireté du Québec requires that
supervisors approve officers’ activity reports on a
daily basis.

There is data overlap between the occurrences
recorded in RMS and the calls for service recorded
in DAR, with between 50% and 80% of similar data
in both. Since there is no linkage between the two
systems, data has to be manually entered twice.

The OPP does not have any processes that regularly
compare or reconcile the information in RMS with
that in DAR. Our own analysis comparing the similar
data in the two systems for 2011 noted a significant
difference between the 635,000 calls for service in
DAR and the approximately 815,000 occurrences
reported in RMS. For example, some of the differ-
ences in the number of occurrences or calls for ser-
vice between RMS and DAR were approximately as
follows: 4,000 thefts, 1,200 assaults, 13,000 alarm
responses, 26,000 police assistances, 130,000 traffic
incidents and 6,000 incidents relating to compulsory
auto insurance. The general view among the officers
we spoke to at the OPP is that the occurrences data
from RMS are more reliable than the calls-for-service
data in DAR; however, it is the DAR data that is
published in annual reports and used for staffing
deployment models.

RECOMMENDATION 11

To help ensure that its two key information sys-
tems contain accurate information that can be
reliably used for managing and reporting on its
policing activities and on crime and traffic occur-
rences, the Ontario Provincial Police should:

e assess the extent to which the Records
Management System and Daily Activity
Reporting systems do not reconcile with
each other for critical data such as occur-
rences and calls for services;
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e consider whether periodic supervisory
approval of officers’ daily or weekly data
input would help minimize inconsistent and
inaccurate data between the two systems; and

e on a longer-term basis, assess the cost/
benefit of system changes that would enable
officers to enter information such as occur-
rences and calls for service only once to
update both systems.

As the Auditor General recommends, the OPP
has initiated work to identify where RMS and
DAR data do not reconcile. Particular attention is
being paid to the areas of occurrences and calls
for services. Simplification of system input and
the elimination of duplication is a specific deliv-
erable of a project established to review the DAR
system. The OPP is exploring opportunities for a
customizable off-the-shelf product developed by
the private sector, and estimates that a product
will be procured within the next 18 months.

In addition, the OPP will develop policy and
procedure around regular review and signoff
for officer-entered data. The expansion of civil-
ian data entry into RMS, which is to begin in
2013/14, is expected to result in improved data
entry because of direct supervision and oversight.

PERFORMANCE MEASUREMENT
AND REPORTING

The OPP uses its annual report to publicly give
details about its programs, services and activities;
its three-year strategic plan; motor-vehicle fatalities
and injuries; and crime levels and clearance rates.
Crime statistics are reported in the same uniform
reporting format used by police forces across
Canada. As of August, 2012, the most recent OPP
annual report covered the 2010 calendar year.
While the OPP reports extensive information
on its policing activities, crime and motor-vehicle

accidents, it does not report on its own efficiency.
By comparison, municipalities and their police
forces typically report on their operating costs for
police services on a per capita or per household
basis. Other police forces set targets for achieving
efficiency levels, such as times for its communica-
tions centre to respond to an emergency call and
officer time lost to illness. In addition, the OPP does
not include in its annual report the percentage of
time its officers spent on administrative duties.

In its 2011-13 Strategic Plan, the OPP identified
four goals:

e public safety, with emphasis on excellence in

delivering core police services;

e strong, effective partnerships with commun-

ities, stakeholders and colleagues;

e asustainable workforce that demonstrates

expertise, pride and dedication; and

e efficiency and effectiveness in an increas-

ingly complex and challenging policing
environment.

The force established performance indicators
for each goal, but very few are measurable based
on actual performance, and no targets have been
set. For the efficiency and effectiveness goal, for
instance, the performance indicators include having

2«

“uniform workloads statistics,” “offering financial
training opportunities,” and “response to various
inquests, inquiries and audits.” In its 2010 annual
report, the OPP reported on results pertaining to
effectiveness achieved on its 2008-10 Strategic
Plan, including a list of activities completed, but
no measurable results were provided on the cost-
effectiveness of its operations.

The OPP conducts a community satisfaction
survey every two years. In its last annual report,
the force said the 2009 survey found that 95.4% of
Ontarians felt safe or very safe in their communities.
The results were based on interviews with the gen-
eral public in specific communities about their views
of the OPP. However there was no way to ascertain
whether respondents actually had any contact with
the OPP. We noted that the RCMP annually reports
on the percentage of clients it dealt with who are



satisfied that the force is providing high-quality ser-
vices. In 2010/11, the RCMP’s target was 80% and
the actual performance was 79%.

RECOMMENDATION 12

While the Ontario Provincial Police provides
good information on crime rates and its activ-
ities and services, additional information to
enable the public to assess its cost effectiveness
and operational efficiency is needed. It should
also periodically and independently survey com-
munity residents who have had recent contact
with the force to determine their satisfaction
with the service they received.

The OPP will research best practices with regard
to measuring and reporting on cost-effectiveness

Ontario Provincial Police m

and operational efficiency within police agen-
cies. The OPP will ensure that the targets it sets
for its goals are measurable.

The annual OPP Community Survey includes
questions on effectiveness as well as questions
specific to residents who have had recent contact
with the force. The results are analyzed inter-
nally. The OPP agrees with the Auditor General’s
recommendations on reporting the results and
will post its 2012 survey results on the public
Internet site. Also, detachment survey results are
available to Detachment Commanders to share
with their communities.
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Chapter ¥ Ministry of Finance
Section

Background

Taxes are the province’s largest source of revenue.
The Ontario Ministry of Finance (Ministry),
through its Collections Branch (Branch), is
responsible for collecting a significant portion

of the unpaid taxes owed to the province. The
Branch’s head office is in Oshawa, with regional
and district offices in Toronto, London and Ottawa.
The Branch’s collections process involves initially
sending notices by mail, contacting the taxpayer by
phone, and sometimes visiting in person. If these
actions fail to recover amounts owing, collectors
have other means at their disposal, such as garnish-
ments or registering liens and warrants for seizure
and sale of the taxpayer’s property.

Accounts are prioritized on the basis of risk,
using criteria such as the amount owing, number of
times or length of time in collections, whether there
is a history of broken promises, and if any legal
action has already been taken. Once their priority
has been set, the accounts are assigned according to
collectors’ seniority and experience.

As of March 31, 2012, approximately 90% of the
taxes owing that the Branch was responsible for col-
lecting related to Corporations Tax and Retail Sales
Tax. The Canada Revenue Agency (CRA), which is
responsible for collecting personal income tax on

&Y Tax Collection

behalf of the province, also began administering
Corporations Tax on behalf of the province in Janu-
ary 2009. Similarly, in July 2010 the Harmonized
Sales Tax, also administered by the CRA, replaced
the provincial Retail Sales Tax. As a result, approxi-
mately 75% of the Branch’s staff of almost 400 were
transferred to the CRA effective March 2012. How-
ever, the Ministry remains responsible for collecting
Corporations Tax and Retail Sales Tax amounts
owing prior to the transfer of the administration of
these taxes to the CRA. The Ministry expects that by
2014 it will have wound down most of its work on
collecting these amounts.

In the 2011 Ontario Budget, the government
proposed centralizing the collection of all govern-
ment non-tax revenue within the Ministry of
Finance. Under this proposal, the Ministry’s Collec-
tions Branch would continue to collect taxes that
it administers, but would also become responsible
for collecting non-tax revenue on behalf of other
provincial ministries. At the time of our audit, the
Ministry of Agriculture, Food and Rural Affairs
was the first ministry scheduled to transfer non-tax
receivables—in this case, overpayments to crop
producers totalling approximately $29 million—to
the Ministry of Finance in fall 2012.



Audit Objective and Scope

Our audit objective was to assess whether the Min-
istry of Finance (Ministry), through its Collections
Branch (Branch), had adequate systems, policies
and procedures in place to:

e maximize the recovery of taxes owed to the

province; and

e reliably measure and report on the effective-

ness of these collection efforts.

Ministry senior management reviewed and
agreed to our objective and associated criteria.

The Branch’s head office in Oshawa is respon-
sible for accounts representing about 80% of the
taxes that the Branch is responsible for collecting.
Our audit, therefore, focused on a review and
analysis of relevant collection accounts at this
office, its administrative policies and procedures,
as well as discussions with appropriate staff.
However, we also reviewed a number of accounts
assigned to collectors in the Branch’s regional and
district offices.

The scope and extent of our audit work also
took into account several recent initiatives by the
Ministry. The Branch hired a consulting firm in
20009 to review its operations and recommend best
practices and potential collection tools from juris-
dictions similar to Ontario. In 2009, the Branch also
co-founded the Inter-Jurisdictional Tax Operations
Network (ITON), whose membership includes 11
American states and seven Canadian provinces, to
share knowledge about the collections process. As
part of the audit, we reviewed and assessed best
practices identified through ITON surveys and the
external review commissioned by the Branch. In
August 2010, the Ministry’s Internal Audit Division
conducted a review of the collection processes
of accounts deemed to be low-risk. This division
also annually reviews the Ministry’s allowance for
doubtful accounts and the write-off process. And
in 2011, in anticipation of an expanded role for its
Collections Branch, the Ministry commissioned an

Tax Collection “

accounting firm to assess and identify the structure
of a centralized collection service as proposed in
the 2011 budget.

We also reviewed recent reports on effective
collection practices from associations that represent
private collection agencies in North America.

Summary

Over the last five years, the province has generated
about $330 billion in taxation revenue, of which the
Ministry of Finance’s Collections Branch (Branch)
collected about $6 billion, with the majority of

the remaining amount being remitted voluntarily.
Although some write-offs are to be expected in any
collection process, the Branch expects that it may
need to write off up to $1.4 billion of the $2.46 bil-
lion in taxes owing to the province that the Branch
was responsible for collecting as of March 31,
2012. The $1.4-billion amount is predominantly
made up of older accounts that have accumulated
over a number of years, and it has been previously
expensed in the government’s financial statements.

In recent years, the Branch has taken some
initiatives to strengthen its collections process. In
2008, collection activity for all tax statutes except
Corporations Tax and Self-employed Health Tax
migrated to a new system called OntTax. With
the implementation of OntTax, the Branch has
improved how it prioritizes and assigns accounts to
collectors. The Branch has also recently developed
guidelines to assist collectors in carrying out and
documenting collections activities, as well as imple-
menting a tool that analyzes an account’s collection
history to predict the likelihood of payment.

To understand why the Branch needed to write
off a significant amount of taxes owing, we exam-
ined the collection process both for active accounts
and for those that the Branch was considering writ-
ing off. We found that in most cases we reviewed,
the collection actions taken were not timely and
the enforcement tools available were not utilized
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fully. Some of our more significant observations are
as follows:

e Taking prompt action is vital in collecting
debts. Research shows that the probability
of full collection on a delinquent account
drops dramatically as time passes. Our work
indicated that once an account entered collec-
tions, it took an average of seven months for
collectors to attempt to reach the taxpayer by
phone. We also noted that in more than two-
thirds of the cases in our sample, there was at
least one instance where no collection action
was taken for six months or more.

e Visiting the taxpayer’s premises will often
increase the likelihood of collecting the
amount owing. Field visits were warranted
but were not made in a number of accounts
that we reviewed. For example, the Branch
tried unsuccessfully for nearly two years
to reach by phone a taxpayer who owed
$100,000 in Retail Sales Tax and had broken
a payment arrangement. Making prompt field
visits to the taxpayer’s retail or business loca-
tion would be a more effective strategy, espe-
cially when significant amounts are involved.

e The Branch had in most cases registered liens
and warrants on properties appropriately
when such action was considered necessary.
However, in a number of the cases that we
reviewed, the Branch did not enforce warrants
for the seizure and sale of property because
of concerns for the viability of the taxpayer’s
business and the impact on the taxpayer’s abil-
ity to pay outstanding amounts. Even when
businesses had ceased to operate, we noted
cases where the Branch still failed to enforce
existing warrants to determine whether any
assets remained to help pay the debt.

e The Branch may arrange interim payment
plans if the taxpayer has outstanding returns
to file or needs time to determine a permanent
payment arrangement. Payment arrange-
ments were in place in nearly half of the
accounts that we reviewed. However, contrary

to Branch guidelines, multiple interim pay-
ment arrangements that covered only a small
portion of the total debt had been in place for
extended periods in many of these accounts.

e The Branch did not always make full use of
partnership and information-sharing agree-
ments with third parties. For example, the
Branch may seek to have a delinquent tax-
payer’s motor vehicle dealer or liquor licence
suspended or revoked. We noted cases where
the Branch did not request such action on a
timely basis, or at all, after normal collection
efforts had been exhausted.

Corporations Tax and Retail Sales Tax make

up 90% of the Branch’s tax-receivable inventory.
Responsibility for administering these taxes was
recently transferred to the Canada Revenue Agency
(CRA), but responsibility for collecting the amounts
owed to the province pre-transfer remains with

the Branch. As a result of the transfer, the Branch
recently lost three-quarters of its workforce, includ-
ing managers, collectors and support staff. Of the
remainder, more than one-third is management and
support staff, and the caseloads of collectors have
in many cases doubled and in some cases tripled.
This may result in even more write-offs than cur-
rently expected. The Branch received approval in
the 2009/10 fis