3.12

ONTARIO HOUSING CORPORATION AND
METROPOLITAN TORONTO HOUSING
AUTHORITY

Capital Asset Management

The Ontario Housing Corporation (OHC) is an agency of the Ministry of Municipal Affairs and
Housing and is established under the Ontario Housing Corporation Act. It is funded through
rental income and subsidies from the provincial and federal governments. Its mandate is to
provide public housing, manage its portfolio and carry out social programs as directed by the
Minister in consultation with Canada Mortgage and Housing Corporation.

OHC owns approximately 84,000 rent-geared-to-income housing units which are managed by
54 local housing authorities (LHAS) in seven regions. These units provide housing for about
250,000 tenants in 310 communities. Each LHA is governed by a board and operates under the
terms of a management agreement with OHC. LHASs receive administrative support from
seven regional offices and a head office secretariat of the Ministry.

The Metropolitan Toronto Housing Authority (MTHA) is the largest of the local housing au-
thorities, managing about 29,000 units which provide housing for nearly 110,000 residents in
Metro Toronto.

Housing is provided to low income households based on need. These households include
families, senior citizens and single persons. While some single-family dwellings are provided,
most accommodation consists of townhouses or apartment buildings. Eligible tenants pay rent
based on income rather than the size or type of housing provided.

Over the last four years, OHC’s property operating expenditures have been reduced by about
13%. This reduction includes a 28% drop in expenditures for capital repairs and a 7% drop in
recurring property operating expenditures. Capital repair expenditures are generally for the
replacement or significant betterment of a building or its elements whereas recurring expendi-
tures are for ongoing labour, materials and services that are required each year. Property
operating expenditures for the year ended December 31, 1996 are summarized below.
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1996 Property Operating Expenditures
(excluding municipal taxes and depreciation on properties)

$ Million s

Other Total
MTHA LHAs OHC %
Labour and related costs 57.6 48.9 106.5 28
Utilities 39.2 56.6 95.8 25

Materials and services

- Capital repairs 33.0 47.7 80.7 21
- Recurring repairs 23.5 35.0 58.5 15
LHA administrative overhead* 125 28.3 40.8 11
165.8 216.5 382.3 100

Number of units 29,400 54,600 84,000

Number of rentable rooms 131,700 225,100 356,300

* Includes ministry initiatives and chargebacks for support services. Also, ministry chargebacks
totalling $16.8 million were allocated between administrative overhead and labour and related
costs.

Source: Ontario Housing Corporation

OBJECTIVES AND SCOPE

Our audit objectives were to assess whether OHC had in place the systems and procedures to
ensure that its rental properties were repaired and maintained economically, efficiently and
effectively and whether it complied with relevant legislation, corporate policies and related
results reporting requirements.

This assessment included examining the relevant systems, policies and procedures at corporate
offices and several LHAs, including MTHA, and surveying most others. It also included a
determination of MTHA's progress in addressing pertinent recommendations and issues arising
from a major review of its operations conducted by outside consultants in 1994 at the request of
the then-Minister of Housing.

The Audit Services Branch of the Ministry of Municipal Affairs and Housing provides internal
audit services to OHC, primarily through operational and compliance audits of LHAs. While
the volume of such work has declined in recent years, its recent reports, documentation and
knowledge of OHC operations helped us considerably when planning the nature and extent of
our audit. We also reviewed recent reports prepared by MTHA'’s internal auditor when plan-
ning our work in that LHA. Recent audits of MTHA’s maintenance activities were particularly
helpful in reducing the extent of our work in that area.

186 Office of the Provincial Auditor
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OVERALL AUDIT OBSERVATIONS

(EXCLUDING METROPOLITAN TORONTO
HOUSING AUTHORITY)

For the two-year period ending February 28, 1997, the board of MTHA reported directly to the
Minister of Municipal Affairs and Housing even though it was still an agent of OHC. Although
our observations and recommendations regarding MTHA are similar to those for OHC gener-
ally, MTHA has been included in a separate part of this section in view of its unique relationship
to the Minister during our audit.

OHC has made recent improvements to better ensure that capital projects are identified and
approved based on both corporate and local priorities and that those projects with the highest
priorities are undertaken first. However, to reliably identify and prioritize future capital require-
ments, OHC needs to further improve the quality of building-condition assessments and of
estimates of costs for needed repairs. It also needs more timely reporting to LHA and OHC
boards on the status of capital projects, and, in particular, on those capital or ongoing repair
projects involving priority health and safety or legislated compliance work, such as asbestos
abatement.

OHC has reduced property operating expenditures in recent years. However, it could achieve
further savings of several million dollars through benchmarking and sharing best practices
among LHAs, particularly with respect to managing utility and maintenance labour costs.

OHC also needs to ensure ongoing compliance with Ontario Fire Code requirements through
periodic, independent inspections of all properties and reporting to the respective LHA boards
on the results of those inspections for any necessary action.

Overall Corporation Response

The Ontario Housing Corporation began a restructuring project last year with
the goals of improving governance and accountability while reducing the
system of 54 local housing authorities to 20 local housing councils. The
Ontario Housing Corporation had initiated a process that would have in-
cluded the need for business plans, consideration of alternative service deliv-
ery, re-engineering, restructuring and benchmarking to meet the overall goals
of improved governance and customer satisfaction within a framework of
cost reduction and efficiency.

As a result of the government announcement on devolution in January 1997,
the implementation of this restructuring has been put on hold. However, the
Ontario Housing Corporation continues to work on improving the existing
system, incorporating many of the activities which would have taken place
had restructuring proceeded.
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DETAILED AUDIT OBSERVATIONS
CAPITAL PLANNING AND BUDGETING

In 1994, in recognition of the need for better information about the nature and condition of
OHC’s many properties, the OHC board approved a Comprehensive Asset Management
Program. The Program was intended to determine the general condition of housing stock;
forecast long-term capital needs; match inventory stock to client needs; avoid obsolescence;
and generally better manage the housing portfolio.

Since then a basic microcomputer database, the Interim Asset Management System, has been
developed to capture each LHA’s building profile and capital repair assessment information,
including five-year capital expenditure projections. Much of the housing portfolio information
on this system was gathered by LHA staff during a six-week period in 1995. Efforts to gather
the information necessary to meet other program objectives, such as matching housing inven-
tory to client needs and identifying properties that should undergo major rehabilitation or sale
rather than further repairs, were suspended pending plans for reorganizing OHC.

Later in the same year, also as part of the Comprehensive Asset Management Program,
outside consultants were hired to conduct building audits at several buildings in various LHAS.
These audits identified a need for assistance or training for LHA staff in both problem identifi-
cation, particularly structural, mechanical and electrical problems, and cost estimation. There
were several significant differences between the consultants’ recommended priorities and
related cost estimates of capital work required and those made by OHC staff earlier that year.
Sufficient training and technical assistance had not yet been provided. Therefore, we were
concerned that existing building assessment information and estimates of the costs of future
capital repairs may not be reliable. Reliable estimates of future capital requirements become
even more important as the government considers the transfer of social housing delivery to the
municipalities.

Early in 1996 OHC took several steps to significantly improve its capital planning and budgeting
process for 1997 and subsequent years. To improve consistency and reliability among LHAS
for determining capital priorities, OHC issued several building guidelines to LHAs, including the
following:

» building standard guidelines to define an acceptable level of performance for each building
element such as structure, interiors and exteriors, elevators and life-safety systems;

» life-expectancy guidelines to define the average useful life span of various building ele-
ments; and

» capital works priorities to help classify and rank projects into five categories: life safety;
structured integrity; legislative requirements; policies and directives; and cost-saving initia-
tives.

In order to ensure priorities are being established on a province-wide basis, all capital expendi-
tures proposed by LHAs must be reviewed and ranked by the Ministry’s regional offices and
by a provincial review committee.

For the 1996 capital budget, 80% of available funds was allocated to regions, as in prior years,
and 20% was withheld to be allocated corporately, based on the new capital works priorities
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and guidelines. As a result LHAs were completing major high-priority projects such as recent
Ontario Fire Code retrofit requirements.

Recommendation

To improve the capacity of local housing authorities to reliably estimate
future capital and maintenance requirements and to prepare long-term capi-
tal budgets, Ontario Housing Corporation should:

» provide technical expertise and/or training to staff in these areas as nec-
essary; and

» establish plans to update its asset management system and capital expen-
diture forecasts with improved building assessment information.

Corporation Response

Ontario Housing Corporation agrees with the recommendation and recog-
nizes the importance of knowledge, training and consistency in implementing
a new asset management system. Ontario Housing Corporation’s plan was
to implement the program over a period of time and in stages. It also planned
to continually review and improve upon the process, and to improve upon the
quality of the information obtained. It retained independent consultants to
provide an assessment of some buildings to identify areas of potential weak-
ness, training requirements and to assess the reliability of the local housing
authority information. These building audits did identify a need for further
training of local housing authority staff involved in the building assessment/
costing activities.

Ontario Housing Corporation has completed a second round of training of
local housing authority staff involved in assessing the building conditions,
and in estimating the cost and life cycles of the repairs. The local housing
authorities have been updating the existing building condition assessments
and capital expenditure forecasts for the last few months, to update them by
the end of May 1997. This will provide Ontario Housing Corporation with
updated building assessment and costing information after a full year of
actual use in the field. It will be used in the 1998 capital budget cycle.

This is not the end of the quality assurance process. Ontario Housing Corpo-
ration will begin a project assessment review in June 1997 by professional
outside consultants to review and verify the quality of the information shown
on the project assessment capital forecast forms. This will be done in se-
lected housing authorities in several regions, including Metropolitan Toronto
Housing Authority. Ontario Housing Corporation will continue to assess the
need for training and process adjustments.
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ASBESTOS MANAGEMENT

The majority of OHC buildings were constructed in the 1950s and 1960s when products with
asbestos were used in construction. In 1985 Ontario Regulation 654/85 (now known as Ontario
Regulation 838/90, Designated Substance—Asbestos on Construction Projects and in
Buildings and Repair Operations), under the Occupational Health and Safety Act, came
into effect requiring building owners to maintain records of the locations of material containing
loose asbestos and to take the action necessary to repair or remove any materials where
asbestos might be exposed. Regulation 347/90 under the Environmental Protection Act
governs the disposal of asbestos materials.

In 1993 OHC established an asbestos management policy to ensure compliance with occupa-
tional health and safety and environmental regulations regarding asbestos. The policy is in-
tended to minimize the possibility of exposure of OHC residents, staff and workers employed
by outside contractors to airborne asbestos fibres. This is to be achieved by identifying loca-
tions of potential sources of friable asbestos in building components.

We could not determine whether two LHAs we visited had complied with the Regulation
because they had not conducted asbestos surveys to determine whether material containing
friable asbestos was present in their buildings. Such surveys are a requirement of OHC’s
ashestos management policy. Our survey of LHAS revealed that several others also had yet to
do surveys of ashestos materials.

A formal asbestos survey conducted by a large LHA in 1995 identified materials containing
friable ashestos in several locations. While some action had been taken to correct the problems
and comply with the Regulation and policy, not all necessary work had been completed at the
time of our visit in November 1996. \We were informed that the LHA had subsequently issued
work orders to repair or remove the remaining loose asbestos.

Recommendation

The Ontario Housing Corporation should:

* remind local housing authorities of their responsibility to manage asbestos
in accordance with legislation and corporate policies; and

» ensure that the status of asbestos surveys and actions taken to rectify
noted deficiencies is reported periodically to each local housing authority
board and that these boards in turn provide assurance to the board of
Ontario Housing Corporation that their responsibilities have been met.

Corporation Response

Ontario Housing Corporation agrees with the recommendation. The General
Manager of Ontario Housing Corporation issued a memo to all local housing
authorities reminding them of the corporate policy on the handling of asbes-
tos in their buildings, and the requirement to have an asbestos management
program in place for the handling of repairs that involve asbestos content in
building components. This also requires the local housing authorities to
report periodically to their boards on the handling of any asbestos through
their asset management program.
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MANAGING UTILITY COSTS AND ENERGY USE

In 1996 OHC'’s costs for utilities such as electricity, fuel and water totalled over $56 million, or
about 25% of its property operating costs.

Up to 1994 OHC had been making efforts to improve energy conservation and reduce utility
costs. For example, about $8 million was spent in 1993 to complete energy retrofit projects
affecting about 9,000 units. Also, twice a year LHAS were given comparative data on the
energy consumption and costs for various types of buildings throughout OHC’s portfolio to help
them identify savings opportunities.

Our reviews of LHAs generally indicated that the LHASs that had undertaken retrofit projects
and that were actively continuing initiatives to conserve energy were incurring lower utility
costs per rentable room. For example, 1996 utility costs for the 10 LHAs in the southwestern
region averaged just $223 per rentable room. This level of expenditure was the lowest among
all regions and over 10% below the overall corporate average of $249 per rentable room.
While factors such as colder climates and higher unit densities or utility rates may prevent
other regions and LHASs from achieving that level of expenditure and energy consumption per
rentable room, further savings are achievable from identifying and sharing better energy con-
servation initiatives such as those in use in southwestern region. OHC management believes
that a target rate of $245 per rentable room should be achievable. If that rate is achieved,
OHC would save about $2 million annually.

For example, there were significant variances in utility costs even among LHAs that are similar
in size and located in the same region. Two LHAS in one region had utility costs per rentable
room that differed by as much as 200% even though they had the same number and type of
units.

Many LHAs we surveyed have units that are individually metered for utilities including gas,
hydro and water. While several LHAs pay all the utility costs directly, some LHAS have the
tenants in individually metered units pay some or all of the utilities in exchange for a rent
reduction. These LHASs believe that tenants who pay for their use of utilities are more likely to
conserve energy. In addition, some LHAs that have adopted a full user-pay system for all their
individually metered units indicated that they achieved net savings of about $50 to $100 per
rentable room annually.

There are several LHAs that have many individually metered units that are not on a user-pay
system, and we estimated that they could save over $2 million annually from wider adoption of
a user-pay policy.

Although energy conservation was a stated corporate priority for OHC in 1996, less than
$200,000 was invested in energy conservation projects that year because of other priorities.
While several energy-saving projects were identified and ranked for funding in the 1997 capital
budget, none could be funded because all of the available capital funds were required to under-
take projects which were ranked in the four higher priority categories.
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Recommendation

To reduce costs and encourage energy conservation, Ontario Housing Cor-
poration should:

* ensure that best practices in energy conservation initiatives already
adopted by some local housing authorities are periodically summarized
and shared among the rest;

* reinstate periodic comparisons of local housing authority energy consump-
tion costs to identify buildings with opportunities for savings; and

* examine the feasibility of expanding user payment for utilities related to
individually metered units.

Corporation Response
Ontario Housing Corporation agrees with the recommendation.

Ontario Housing Corporation has done a lot of work over the years in energy
management and efficiency activities. There are various publications regard-
ing energy efficiency and local housing authority energy efficiency best prac-
tices that have been distributed to local housing authorities over the years.
Ontario Housing Corporation is in the process of updating these publications
in regard to new products, materials and energy efficient practices. It is also
attempting to prepare a report from its Energy Management Information
System; however, it has run into technical difficulties with the program.

At the Ontario Housing Corporation board meeting in March 1997, staff were
instructed to develop a system of energy-efficiency measures to be used to
identify priority, cost-effective initiatives, and to assist local authorities in
taking advantage of these systems.

Life safety, structural integrity and legislative requirements have already been
established as priority items. The Ontario Housing Corporation board is
attempting to resolve policy issues of allocating funds to cost efficiencies
instead of necessary repairs.

When buildings were first constructed, local municipal utilities had variations
in requirements for individual and bulk metering resulting in Ontario Housing
Corporation having a mix of individual and bulk metering in its portfolio. A
user-pay policy will not result in any savings to the government as a whole
for those units occupied by tenants on social assistance because these ten-
ants are reimbursed for the costs of utilities they pay directly to the service
provider, up to a cap. A user-pay policy will also impact on low income em-
ployed tenants who would be compelled to pay more for utilities under such a
policy, thereby reducing their ability to pay for basic essentials.

The impact of the pending transfer of social housing to municipalities on
Ontario Housing Corporation’s energy saving initiatives is still unknown at
this time.
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MAINTENANCE MANAGEMENT

Expenditures for recurring maintenance were approximately $59 million in 1996 or about $253
per rentable room. Materials and services amounted to about $35 million (59%) and labour
costs totalled about $24 million (41%).

Several factors have hindered efforts to measure and assess the performance of recurring
maintenance activities conducted by LHAS, as the details below illustrate.

»  OHC’s benchmarking project begun in 1995 as part of a major restructuring effort was
suspended in late 1996 along with the restructuring plans.

* LHAs have not established standards or systems to track the relative workloads and
productivity of their maintenance staff.

Differences in the age and type of buildings and equipment LHAs must maintain signifi-
cantly influence maintenance costs and may distort comparisons among LHASs.

However, one large LHA we visited was making efforts to measure the efficiency and produc-
tivity of its maintenance staff and to determine whether the work was fairly distributed among
its area offices. It had designed a system to capture and report for each area office:

» the total number of work orders completed, total time taken and any backlogs; and
» details of the types of work orders and the time taken to complete each one.

Further analysis of the time taken to complete similar jobs is to be used to establish reasonable
standards and benchmarks for the time required to complete routine maintenance tasks and
thereby facilitate better control of staff productivity at that LHA.

Our LHA visits and surveys found few maintenance or repair backlogs in the majority of small-
and medium-sized LHAs. These LHAs employ custodians to handle routine maintenance work
arising from tenant requests and had established service expectations for responding to these
requests.

In recent years, OHC has encouraged LHAS to implement cost-saving initiatives. For example,
LHAs we reviewed have been achieving savings primarily through reducing staff and making
better use of existing staff. Several LHAs have saved money by using in-house staff rather
than outside contractors to do routine cleaning, repairs, and furnace inspection and mainte-
nance.

However, without effective standards or benchmarks with which to assess maintenance costs,
neither OHC nor LHAS can demonstrate the efficiency of maintenance services. In addition,
while tenant surveys provide useful information on satisfaction with the maintenance services
provided, the lack of expert, periodic assessments of building conditions limits the ability of
LHAs to monitor maintenance quality and the impact of cost-saving initiatives on building
conditions and future capital requirements.
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Recommendation

To better ensure that maintenance services are delivered efficiently and
effectively, Ontario Housing Corporation should:

* resume its benchmarking project and make use of existing local housing
authority efforts to develop standards and reduce the costs for various
maintenance activities;

» collect and share local housing authority cost-saving initiatives among
local housing authorities; and

» require local housing authorities to use periodic expert inspections of
buildings to assess the quality of maintenance services and to report the
results and any recommended actions to their boards for follow-up.

Corporation Response
Ontario Housing Corporation agrees with the recommendation.

Ontario Housing Corporation is resuming its benchmarking project and will
make use of existing local housing authority efforts to develop standards and
reduce costs for various maintenance activities. This project was initially
delayed by instructions from the Ministry on restructuring after changing
government direction.

Ontario Housing Corporation has a bulletin called the “The OHC Manuals
Bulletin” which was established in May 1996 to provide policy clarification to
local housing authorities and to share best practices among the local housing
authorities.

Ontario Housing Corporation recognizes the importance of ensuring proper
maintenance of its buildings to minimize capital expenditures in the future.
Ontario Housing Corporation will be exploring various ways of assessing
building maintenance quality and costs in the future.

FIRE CODE COMPLIANCE

OHC has developed a Fire Safety Plan Manual and fire logbook to help ensure that all LHAS
are aware of their responsibilities under the Ontario Fire Code and that they record their
efforts to comply with the Code. The LHAs must ensure that all buildings are in compliance
with Ontario Fire Code Regulations, which require proper maintenance of fire protection
systems and equipment and adequate documentation of all tests and inspections. During our
visits to LHAs, we noted several instances where the fire logbooks had not been properly
maintained. We were therefore unable to determine whether the required tests and inspections
had been done.

The Ontario Fire Code requires fire drills to be conducted every three months in high-rise
buildings and every twelve months in low-rise buildings. During our field visits we noted that
the required fire drills were not being conducted by some LHAs.
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Recommendation

To ensure that local housing authorities are complying with the Ontario Fire
Code, Ontario Housing Corporation should require all local housing authori-
ties to conduct independent inspections of their buildings for compliance
with corporate policy and Ontario Fire Code requirements at least annually
and to report the results of these inspections to their respective boards for
any necessary action.

Corporation Response

The General Manager of Ontario Housing Corporation will require that all
local housing authorities inform their local boards annually, that they have:

e completed the Inspection, Maintenance and Fire Drills requirements under
the Ontario Building Code 3.2.6 and the Ontario Fire Code 2.8.3.2 (1) in all
buildings;

e arranged for an annual, independent inspection of their buildings to ensure
that corporate policy as well as Building and Fire Code requirements are
met; and

e reported on these results/findings to their respective boards with copies to
Ontario Housing Corporation.

Ontario Housing Corporation supports the need for independent reviews but
will avoid any duplication of effort between this work and the local fire
department(s).

OVERALL AUDIT OBSERVATIONS

(METROPOLITAN TORONTO HOUSING
AUTHORITY)

Substantial progress has been made in addressing concerns raised by a special review of
Metropolitan Toronto Housing Authority (MTHA) operations conducted by outside consultants
in 1994. A summary of the more significant of these concerns and the status of actions taken
to address them appears in the Appendix.

While important structural changes and cost reductions had been implemented at the time of
our audit in late 1996 and early 1997, much of their effect will only be seen later in 1997 and
subsequent years. As well, several other significant changes are being implemented in 1997,
the impact of which will not be evident until 1998 and beyond. These changes include imple-
menting new financial and property management information systems, and establishing perfor-
mance management and benchmarking processes for managing staff and for reporting on
performance.

Our audit revealed that further action is required to address weaknesses in building condition
assessment information, in reporting on the status of priority projects such as Ontario Fire
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Code compliance work and asbestos management, and in improving the quality of maintenance
services.

We also noted the potential for further savings of several million dollars through increased focus
on managing utility costs and energy use and achieving private management company bench-
marks for maintenance costs.

DETAILED AUDIT OBSERVATIONS
CAPITAL PLANNING AND BUDGETING

Aging buildings and continuing restraint on maintenance expenditures make it increasingly
important to have a well-designed asset management program to ensure continuing safe,
healthy and acceptable accommodation at reasonable cost. An effective program includes
having reliable information on the current condition of properties and the estimated costs to
repair them in order to properly establish capital priorities and budgets. As discussed in the
Appendix, MTHA does not yet have reliable building assessment information on which to base
its capital plans.

In February 1995 independent consultants were hired to conduct condition assessments of 20
properties felt to be representative of MTHA's portfolio. This was a pilot project paid for by
OHC as part of its Comprehensive Asset Management Program.

These assessments were far more comprehensive than those normally conducted by MTHA
staff and identified problems having immediate safety and security implications. Estimated
costs to correct most of these problems were incorporated into the 1996 capital budget. How-
ever, there were still projects requiring immediate action to eliminate safety hazards and esti-
mated to cost $500,000 that were not included in the 1996 capital budget. At the same time,
funds were spent on lower priority items such as a landscaping project costing $1.8 million and
staff facilities costing $380,000.

The pilot project, while more reliable than previous assessments, was time-consuming and
expensive. OHC therefore decided to implement a cheaper, more expedient approach to
updating its Interim Asset Management System. However, MTHA was concerned that,
without a very large number of experienced external staff, it could not complete proper condi-
tion assessments of all properties in the time allotted by OHC. A more thorough approach that
assesses tenant needs, obsolescence and major rehabilitation requirements has been proposed
but not yet implemented.

Another reason why we were concerned about the process used to set capital priorities is that
MTHA had not achieved the progress demonstrated by other LHAs in completing the Ontario
Fire Code retrofit project. This project resulted from legislation revised on October 9, 1992
which requires existing buildings to be retrofited to comply with new Ontario Fire Code safety
standards. As of December 31, 1996, eighty-eight of MTHA’s high-rise buildings were still in
the process of completing their retrofit requirements, past the October 9, 1996 compliance
deadline set for these buildings. This resulted in significant liability exposure for MTHA.
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This exposure was of particular concern because the 1996 capital budget did not address all
higher priority projects while projects of lesser priority, such as the landscaping and staff facility
projects noted above, were completed. Specifically, the $2.3 million allocated to the Ontario
Fire Code retrofit project in 1996 was not enough to meet the retrofit project requirements as
the work was originally scheduled to be completed over five years for both high-rise and low-
rise buildings, well beyond the deadline set by legislation. The retrofit project was accelerated
late in 1996 so that $3.5 million was actually spent in 1996.

MTHA management indicated that it expects to complete the retrofit requirements for high-rise
buildings by the end of February 1997. Low-rise building retrofits are expected to be completed
by October 1997, as required by the legislation. We also understand that the remaining safety-
related work identified by the 1995 building assessments will be completed during 1997.

Recommendation

To improve its capacity to reliably estimate future capital and maintenance
requirements and to effectively establish priorities for long-term capital
repairs, the Metropolitan Toronto Housing Authority should establish plans
and timetables for completing comprehensive and reliable assessments of
the condition and the costs of needed repairs.

Authority Response

Agree. The consultants’ assessments of 20 Metropolitan Toronto Housing
Authority properties did not result in needs substantially different from those
identified in the Metropolitan Toronto Housing Authority five-year capital plan
developed by staff and already in use. The estimated cost of needed repairs
that was extrapolated from the consultants’ assessments generally confirmed
the needs previously estimated by staff.

Metropolitan Toronto Housing Authority staff is currently updating the five-
year capital plan utilizing a combination of consultant data, property manag-
ers’ requests, and inspections by professional staff and outside consultants.
This update will result in a reliable audit of technical need for maintenance
and capital work.

It is anticipated that Metropolitan Toronto Housing Authority’s revised as-
sessments will take into account the soundness of the physical asset, the
maintenance profile, the safety and security of communities and resident
involvement. The board expects that the improved assessments will be
accelerated in 1997 and used, to the extent possible, in formulating the capital
budgets for 1998 and beyond.
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ASBESTOS MANAGEMENT

In 1995, in accordance with a 1993 OHC ashestos management policy, consultants conducted a
survey of all MTHA properties. Requirements for the removal or control of ashestos are
clearly stipulated by regulation.

The 1995 survey uncovered about 7,000 instances of asbestos that required immediate action to
address. While this represented only about 1% of the sites tested, over 80% of the sites
requiring action were found within residences rather than basements or garages.

MTHA procedures call for property managers to receive reports on all survey results for their
buildings. The Health and Safety Committee is assigned the responsibility for performing
yearly reassessments of asbestos materials and compliance with the regulation. The Asset
Management Branch is responsible for maintaining and updating the ashestos inventory data-
base and for advising property managers and the Health and Safety Committee of changes to
the database.

With respect to the system for monitoring and controlling ashestos, we noted that:

 responsibility to update and maintain the database was not reassigned following restructur-
ing in early 1996 and so the database was not updated with the 1995 survey results until
late in 1996;

 action on most of the 7,000 instances had been delayed for most of the 1996 year; and

* inone project we visited, a Ministry of Environment and Energy official we contacted
considered the exposed asbestos material serious enough to suggest its removal in order to
prevent asbestos fibres from entering the ventilation system.

Recommendation

To ensure that high-priority projects such as asbestos abatement are com-
pleted expeditiously in order to minimize risk and exposure to residents,
staff and the Metropolitan Toronto Housing Authority, the status of all
projects involving health, safety or legislative compliance should be closely
monitored and regularly reported to the board.

Authority Response

In February 1997, the Metropolitan Toronto Housing Authority engaged an
external consultant to advise on the design and implementation of systems
and processes to ensure corporate compliance and effective management of
high-priority health, safety and environmental projects. The consultant will
recommend the implementation of a process for monitoring the status of
health, safety and environmental legislative compliance in association with
the Metropolitan Toronto Housing Authority’s projects, operations, and facili-
ties; and for regular reporting on the same to the board.
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Remediation and follow-up inspections of all high-priority (loose, friable,
exposed) asbestos identified in the asbestos survey were complete by May
30, 1997. Remaining asbestos is contained and, undisturbed, is in compli-
ance with applicable regulations. Procedures are in place for the safe han-
dling and removal of asbestos materials by staff and contractors.

A full Asbestos Management Program covering monitoring, control, inspec-
tion and communications, and incorporating repair and/or remediation proce-
dures for safe handling is in final draft and will be implemented by July 31,
1997.

MANAGING UTILITY COSTS AND ENERGY USE

In 1996 MTHA’s costs for utilities such as electricity, fuel and water totalled $39.2 million or
about 24% of its total property operating costs.

Energy management has not been a priority since 1994 when MTHA management discontinued
the practice of comparing its energy consumption to LHA energy consumption reports gener-
ated by OHC. Expenditures on energy conservation projects for 1996 were negligible. In 1996
utility costs for the seven geographic areas varied from $272 to $317 per rentable room and in
total averaged $297 per rentable room. In contrast the average for the 15 next-largest LHAS
serving urban areas was $249 per rentable room.

We also noted that MTHA applies a user-pay policy for utilities primarily to the approximately
500 scattered single and semi-detached units in its portfolio. Since other LHAS with user-pay
policies for their individually metered units have experienced savings and reduced consumption,
we believe that MTHA could achieve similar results by expanding its use of such policies
wherever feasible.

MTHA management believes that the current level of expenditure can realistically be reduced
and that an achievable target for 1997 would be $276 per rentable room. This target translates
into savings of almost $3 million per year, although some capital investment will likely be re-
quired to achieve these savings.

Recommendation

To help meet performance targets for reducing utility costs and energy use,
Metropolitan Toronto Housing Authority should examine the results of initia-
tives taken by other local housing authorities that have achieved substantial
savings in utility costs and implement those having the greatest potential for
payback.

Authority Response

Agree. Metropolitan Toronto Housing Authority will establish an energy
management program, including a pilot project to be under way by Septem-
ber 1997.
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The Authority is unlikely to meet the 1997 targets for utility cost reductions.
The Board expects to review the unit operating costs, which include utility
costs, in 1997 and set targets for the 1998 budget.

MAINTENANCE MANAGEMENT

MANAGING LABOUR COSTS

Approximately 19% of MTHA’s housing units are privately managed. The cost of recurring
maintenance for directly managed properties was $38.1 million for 1996. Labour and related
costs were about $22.5 million, or about 60% of this amount. Maintenance services for directly
managed properties cost $350 per rentable room in 1996. This represents a significant reduc-
tion from 1995 costs of $376 per rentable room and is a result of the restructuring initiatives
described in the Appendix.

However, comparable costs for privately managed properties were about $300 per rentable
room in 1996, or 14% less than MTHA costs for the properties it managed. MTHA manage-
ment believes that the privately managed properties are well managed as determined from the
monitoring and reporting arrangements established in contracts with private companies.

Analysis of maintenance cost differences between privately managed properties and directly
managed ones revealed that labour productivity is a significant factor. Specifically, MTHA
maintenance staff had a high rate of absenteeism, averaging about 14 fully-paid sick days a
year in 1996.

Another factor which may contribute to lower productivity is that management does not track
the actual time spent by maintenance staff in completing maintenance assignments. While
MTHA’s property maintenance system can capture such information and standards have been
proposed to provide a basis for assessing maintenance efficiency, staff performance has not
been monitored against these standards. Tracking has so far been limited to the number of
days required to complete jobs. With maintenance service delivery now restructured into site
staff and zone crews, time tracking will be most relevant and important for managing the
productivity of zone crews.

Given that MTHA plans to introduce a new building maintenance system in 1997, it may be
useful to examine efforts made by other large LHAs to track maintenance jobs and staff and to
establish standards before implementing the system.

We understand that management has established a goal of reducing maintenance expenditures
to $315 per rentable room by 1998. Such a reduction would achieve annual savings of about
$3.7 million and bring maintenance costs for directly managed properties to within 5% of 1996
private management costs. However, under a new contract private management costs will
drop to $270 per rentable room in 1997.

Recommendation

To help meet cost reduction targets for maintenance services, Metropolitan
Toronto Housing Authority should develop strategies for increasing staff
productivity and, in particular, for reducing time lost due to sick days taken.
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3.12

Authority Response

Agree. The Metropolitan Toronto Housing Authority is implementing an
attendance management program to reduce lost time due to sick days taken
and improve productivity.

As of April 1997, the Metropolitan Toronto Housing Authority had com-
menced preparation of a detailed analysis of sick-time utilization, in order to
identify implementation priorities. Implementation is expected to commence
during the second quarter of 1997. The board expects a measurable reduc-
tion in sick-time utilization within 12 months.

MANAGING MAINTENANCE QUALITY

MTHA also lacked effective systems to monitor the quality of maintenance work performed by
staff and external contractors. For example, a recent internal audit of maintenance services
conducted using outside technical expertise found that 31% of sampled maintenance jobs that
had been performed by external contractors had quality deficiencies. Late in 1996 MTHA
established maintenance inspection procedures to be carried out by internal maintenance staff
and property managers. The first round of inspections detected quality problems in less than
1% of external maintenance jobs inspected. Only one community office detected any prob-
lems. However, given the earlier results of the internal audit, we question whether these
inspections provided reliable assurance of maintenance quality.

In addition, consultants hired by MTHA in 1996 to identify training needs and to develop a
corporate training plan found that many maintenance staff lacked necessary attributes such as
technical and safety knowledge and practical experience.

One approach MTHA has used to assess maintenance work has been resident satisfaction
surveys. However, these surveys have had only limited usefulness because the response rate
for many individual community offices is insufficient to assess results for specific buildings or
property managers.

In contrast, our review of agreements and procedures for private management companies
revealed that controls over the delivery of maintenance services were stronger for the privately
managed companies than for the services delivered by MTHA, as the following points illustrate.

» Service delivery expectations, reporting requirements and performance evaluation criteria
were clearly specified in contracts, and MTHA staff ensured that those contract provisions
were met.

» Private property managers were evaluated annually against budget, maintenance quality
and resident satisfaction criteria.

We understand that with the reorganization, property managers will be responsible for the
quality of maintenance work done in the buildings they manage through quarterly inspections
and results reporting. Periodic inspections are also to be conducted by an independent re-
viewer.
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Recommendation

To better manage maintenance services, Metropolitan Toronto Housing
Authority should establish service delivery, reporting and performance
evaluation expectations for maintenance staff that are similar to those estab-
lished for the private management companies it has under contract. Metro-
politan Toronto Housing Authority should also examine maintenance manage-
ment systems established by other large local housing authorities for their
applicability to its requirements.

Authority Response

Agree. A review of the maintenance management systems of our directly
managed portfolios, privately managed portfolios, and the larger local hous-
ing authorities will be undertaken. Standards will be developed and incorpo-
rated in the maintenance management plan by fall 1997.

FIRE CODE COMPLIANCE

MTHA has made various efforts to ensure compliance with Ontario Fire Code requirements.
For instance, in 1994 external consultants were engaged to carry out a number of building
audits to assess Ontario Fire Code compliance. Such efforts are important because MTHA
incurs sizable losses from property damage and bodily injuries caused by fires.

However, our visits to several MTHA buildings uncovered instances of non-compliance such as
fire logbooks not being kept up to date and notices of procedures in case of fire not being
posted where required. In February 1997 management promptly followed up on all non-
compliance that was noted during our visits and conducted a further review of all logbooks and
requirements to ensure compliance.

Recommendation

To better ensure that Ontario Fire Code requirements are met and that any
deficiencies are promptly identified and rectified, Metropolitan Toronto
Housing Authority should periodically conduct independent inspections of all
properties for compliance with Ontario Fire Code requirements, take any
necessary corrective actions and report the results to its board.

Authority Response

Agree. The Metropolitan Toronto Housing Authority will establish an inde-
pendent audit process to monitor fire code compliance across the portfolio.
Compliance issues will be identified and reported to the board on a quarterly
basis. The audit frequency and approach is being designed and the first
report to the board will be in September 1997.
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APPENDIX

MAJOR ISSUES RAISED AND ACTIONS TAKEN OR PLANNED
IN RESPONSE TO 1994 CONSULTANT’S REPORT

CAPITAL PLANNING AND BUDGETING

1994 Issues Action Taken or Planned
» A backlog ¢ capitalprojecs was esimatedto | ¢«  Backlog still existsof abaut $200 million
be $230 nillion in 194. althoughestimate isnot kesed ora detaieéd
3 12 »  Backlog of capital projectsresuted in priority 2$%ment°f all propert(ljes. l(see belov.)
" work such asOntarioFire Coc upgadesard unding not yet received taclearit.
elevatos regirs not beingdone. e Capital budgetingproces was not revised
L until 1997; prior to that serios ddiciencies

were notaddes®d on atimely basis
Prioriti es such a®ntario Fire Code upgraes
are nowbeingaddesgd. Sone were included
in the 1996 budget andhe remainderare
included inthe 197 budget.

* No conprehensive dabaseon popetties * MTHA has noyet develped a

owned. comprehensive daabase of its partfolio.
Instead nanagenent is plaming amore
comprehensive aproach to balevelpedin
1997.

e In October 1996 a prgposd was mede by
MTHA to the CHC board on the reedfor a
more comprehensive partfolio assessment and
regeneration program.

» No dudiesyet on remaining useful life or cost
of portfolio or how to regenerae it. Needfor
capital assd regeneration program.

« Theonly effort thus far to collectdata a stes
hasbeenapilot project,supprted byOHC,
where consultantsteidieda smple of 20
propetties locatedn 11 of the 22 conmunities
to ases conditionsand reecedrepair costs

The remaining properties (over 90%) have not
been smilarly assesed. Consegently, a
comprehendve databae ill doesnat exig as
a basis for egablishing priorities and réiably
edimating future repair/rehablitation

requirements.

» Lackof grategy for enforcing resdent e OnFebruary 1, 1997, procedures were
accountabilly. Far instancemanagng introducedto nore cleaty hold tenaths
behaviour for greaer assetprotection. accountable bghargingthemfor the actal

costsof repairing danages theycause to
MTHA property.
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APPENDIX

MAJOR ISSUES RAISED AND ACTIONS TAKEN OR PLANNED

IN RESPONSE TO 1994 CONSULTANT’S REPORT

ACQUISITIONS OF GOODS AND SERVICES

1994 Issues

Action Taken or Planned

The purchasing function was decentralized
and notwell coordnated anong the $x
districts. Purchases d mantenance
consumables were not well coordinated to take
advantage of buk purchasing.

As of Jaauary 1996 all purchasing was
centralized athead ofice. Management
estimates that this centralization effort has
generated savings o over $2.5 milli on. These
savings came from better control and
coordnation ove volumes purchased,
especially with consumable maintenance items
such as sipplies and spare parts, ad better
pricesfrom greater bulk purchases.

Contradorswith poor performance ®ntinued
to work for MTHA or bid on future jobs.

In early 1996, sixteen comparies wee barred
from bidding on MTHA contracss, primarily
for poor performance, sending a grong
messaetha MTHA will no longer tolerate
chronic performance problems from
cortractors.

In Juy 1996a pre-qualification poces was
implemented which included the evaluation of
contractors basedon past erformance. The
prequalificaion process shoud prevert
companies with poor qualifications or
performance histories from obtining work
sdely on thebasis d alow bid.

For maintenance work, new evaluation
procalureswere adoped in July 1996 o make
property managers accounteble for inspeding
cortractors work.

Techical ServicesBranch had conplete
cortrol of the bid ewaluation proces. Swch
control provided opportunities for
irregularities and favouritism. Also, project
specifications were issuel with inaccuracies.

Effective Augug 1995 evaluation of
cortractor bidsis being doneby both the
Purchasing Depariment ard the Capial
Projects Section, with technical assistarce
from extemal consultants. This measure
shauld greatly reduce therisk of favouritism.

In 199% a rew capital project management
process vas implemented where exernal
consutantsare hired and held aaccountable to
prepare accuate desgn specificatons, asist
in contractor sdection and inspect work to
ensure it meets quality and design
specificaions.

204

Office of the Provincial Auditor




APPENDIX

MAJOR ISSUES RAISED AND ACTIONS TAKEN OR PLANNED
IN RESPONSE TO 1994 CONSULTANT’S REPORT

M AINTENANCE M ANAGEMENT

3.12

1994 lssues

Action Taken or Planned

Needto revamp maintenan@ administration,
asthere was too much papervork ard aladc of
coadination in adeertraized opeation.

Needfor proper taining ard alocation of
staff.

Thequality ard dficiency of maintenance
adivities was not meaaured, and stardardshad
not been egablished

Opportunities for cost redictions through
greater useof private managenent.

A reorganization o the meintenane fundion
took place inearly 1996 Following an
extensive review of maintenancerequirements,
the board deided toredwce siaff by over 100
postions and to dividethe remaining
mainterance s$aff into two groups One
group, locakd atthe project sites, is
regorsible for routine meintenance
(custodial) functions (340 saff), ard asecord
group of abou 200 $aff are asigned to ore o
four zone aews, each d which is responsible
for ongang andplanred maintenane in its
regpedive zore.

Recurring maeintenan@ costs havebeen
redwced fom $376 per ratable roomin 1995
to $350 per ratable roomin 1996, asavings
of almost $3 nillion.

Other changes introduced or plamed

- by Decenber 197 perbrmance d
mainterance saff will bemeasired
againgt target levels for such indicaorsas
mainterance osts as% of private
managenent costs, % o inspected
propeties pioperlymaintained,and % of
mainterance rejuegs conpleted within
time standard.

- established taining progamfor
mainterance $aff ard/or propery
manages which will continue nto 1997
basdon skills testing undertéken in 1996.

- plansto implement a forma paformance
management sysemfor stff starting in
1997, with full implementaton by Jarary
1998.

MTHA continuesto manageover 80% of its
propeties. Fifteenprojeds areprivately
managel under contrac with MTHA. Despite
recent cost-cutting eforts, recurring
mainterance osts per remable roomfor
propeties managed by MTHA 4ill
substntially exceel those incurred ty private
managenent.

1997 Annual Report

205



APPENDIX

MAJOR ISSUES RAISED AND ACTIONS TAKEN OR PLANNED
IN RESPONSE TO 1994 CONSULTANT’S REPORT

SECURITY SERVICE S

199 Issues Action Taken or Planned
* Need br a profesioral pdice force, * MTHA decided that a préessiond police
preferablythe Metropolitan Toronto Rolice force was not afordable. In 19% searity
Force (MTPF),to provide gcurily in the areag senicesfor all areas caidered lover risk
of highes ard most persitert secuity were contragtd out to a simgle secuity firm.
problems, where thg initiative issupported ly Secuity for higher riskareas comued to ke
the ngjority of resdens. provided by MTHA security staff desigiated

as Prwincial Offences Oficers. These siff

¢ Need br security contact with a sngle private . - o ;
y ge p received slstartial training from professioral

firm supenised bythe professonal police

force anl able toprovide the recesary level souces.
of secuity requred for the restof the e The sirgle secuty cortract was erminated
communities. after one parbecaue of concers over the

quaity of senice ard high ard rising
adninistrative costs ($2.5nillion). Secuity
senicesreturnedto beirg delivered byMTHA
staff.

* The 1997 hudge for secuity services is$11.6
million, 92% of which relatedo salariesand
bendits for about 220 fficers, sperviors
ard support staff.

e A 19% stuy reqlested bythe Metro Toronto
Police Servies Bard resuted inseweral
recommendationsto improve sfety in Regent
Park. The tree recomrmendationsmade to
MTHA haw been aetdupon. MTHA is
working with MTPF ard residert
represetatives onsectuity srateges,
including closer coopraton betweenMTHA
Secuity and MTPF.

e The Secuty Services Brarch hasdeveloped a
compretersive set ofrisk assesment and
measuenert tools aswell as perbrmarce
indicators ad stardards plamed for use
beginning in 1997.
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