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PREAMBLE

The Standing Committee on Public Accounts held hearings on the Auditor
General’s report on the Ministry of Transportation’s Driver and Vehicle Private
Issuing Network on April 27, 2006. The Committee endorsed the findings and
recommendations in the Auditor General’s 2005 Annual Report (s. 3.05).

Each section of this report provides an introduction based directly on the
Auditor’s Annual Report, followed by a summary of the Ministry’s 2006 status
report and an overview of the 2006 hearings. Committee recommendations have
been prepared as required.

The Committee would like to take this opportunity to acknowledge that the
Ministry of Transportation and other ministries participating in the 2006 hearings
provided updates in advance of the hearings on the status of their action plans in
response to the Auditor General’s recommendations. The Committee is of the
opinion that this practice contributed immensely to the hearings process. In the
case of the Driver and Vehicle Private Issuing Network, the April 2006 update
provided a comprehensive “current” statement on the initiatives undertaken and
commitments to address shortcomings in the Private Issuing Network (see
Appendix). |
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The Standing Committee on Public Accounts would like to thank the Deputy
Minister of Transportation and Ministry officials for attending these hearings. The
submission of a status report in April 2006 on the action taken to address the
Auditor General’s (the Auditor) recommendations was helpful, as was the
supplementary information provided following the hearings in response to
Committee enquiries. The Committee acknowledges the assistance provided
during these hearings and the subsequent deliberations by the Office of the
Auditor General, the Clerk of the Committee, and the Research Officer from the
Ontario Legislative Library’s Research and Information Services Branch.

1. BACKGROUND

The Private Issuing Network (PIN/the Issuing Network) processes approximately
19 million transactions annually — almost 80% of Ontario’s vehicle registration
transactions and 40% of the driver-licensing transactions. The PIN, which is
comprised mostly of stand-alone businesses, processes the full range of renewal
and replacement transactions for licences, validation stickers and plates, and
applications for products such as Disabled Person Parking Permits. Operators
receive commissions for processing transactions and the PIN collects refail sales
tax for the Ministry of Finance on used vehicles sales and defaulted parking fines.



1. AuDIT OBJECTIVES AND MAIN FINDINGS

1.1. Audit Objectives

The audit focused on the management of the PIN and an assessment of whether
adequate policies and procedures were in place to:

« ensure that driver- and vehicle-licensing products and services were provided
with due regard for economy and efficiency and in compliance with
legislation and Ministry policy; and

» measure and report on the effectiveness of network services.

1.2. Main Audit Findings and Ministry Response

The PIN has been a strategic asset for delivering front-line government services,
However, without compensation increases over eight years, relations between
the Ministry of Transportation (MTQ) and the PIN have deteriorated. The
Auditor addressed the quality of public services, controls at the issuer offices and
the Ministry's monitoring of compliance with legislation and Ministry policy.

In 2005 the Ministry had agreed to pursue four priority areas by developing a
strategy for compensation with consideration to both large and small offices.
Specifically, MTO planned to implement effective methods to measure customer
satisfaction, enhance internal controls, and introduce measures to improve the
working relationship between the Ministry and the PIN.!

1.3. Ministry Response to Committee Recommendations

The Committee requests that the Ministry of Transportation provide the
Committee Clerk with a comprehensive response to this report within 720 days of
the date of tabling with the Speaker, Legislative Assembly of Ontario. In the
event that the Committee concludes that an alternative timeframe is warranted, it
will be indicated in the body of the recommendation.

Incomplete Ministry Initiatives (April 2006 “Summary Status Table”)

The Committee concluded that the Ministry of Transportation should
provide a follow-up on all commitments to the Auditor’s recommendations as
outlined in the April 7, 2006 Summary Status Table. This report, which is in
addition to responses to the following recommendations, should be submitted
within 120 days of the date of tabling to the Speaker, Legislative Assembly of
Ontario. -



List of Committee Recommendations

1. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its internal review of service provider
compensation. The report should specifically address the development
of immediate shorter-term compensation options.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 60 days
of the date of tabling this report in the Legislature.

2. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its plans to establish a fair compensation model
for the Private Issuing Network, specifically addressing the long-term
viability of these offices. This report should explain the proposed
compensation model and provide a timeline for the implementation.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature,

3. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its consideration of options to further increase
other revenues for issuing offices.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

4. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the status of the draft agreement for issuers.
The report should explain the business model, gniding principles and
key provisions, indicating the timeline for implementation. The report
should explain the extent to which this new agreement reflects current
roles, responsibilities, and expectations of the Ministry and private
issuers,

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.



5. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the progress achieved by the Strategic
Planning Committee and the Policy and Communications Committee
with respect to improvements in decision-making and the resolution
of issues (e.g., customer concerns with wait times).

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature,

6. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the progress made in improving the response
record to issuers' questions. The report should address the progress in
moving from a response level of 70% of calls being answered within
two minutes to achieving the Ministry target of 80%.

The Committee requests that 2 written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

7. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the impact of the coordinated communications
approach with issuing offices, with reference to the role of the Policy
and Communication Committee. The report should include an update
on the use of operating committees to facilitate business relations with
PIN offices.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

8. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its commitment to have initiated audits of all -
private issuing offices by April 2007. The report should indicate the
number of office audits completed by December 31, 2006 and provide
a summary of the main findings.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk by September
2007.
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9, The Ministry of Transportation report to the Standing Committee -
on Public Accounts on the overall impact for fiscal years 2005-2006
and 2006-2007 of the improved monthly reporting system on customer
input and the quarterly PIN newsletters. The report should comment
on the extent to which this process has resulted in constructive
improvements to the PIN.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk by September
2007.

10. The Ministry of Transportation report to the Standing Committee
on Public Accounts providing an update on Ministry initiatives in the
following sections as reported on in April 2006:

. the internet as a service alternative (system changes to
accommodate internet transactions);

. vehicle insurance and disabled person parking permits; and

. Ministry-issuer relations.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

OBSERVATIONS AND CONCLUSIONS

2. QUALITY OF SERVICE

2.1. Systemic Concerns
2.1.1. Compensation

Dissatisfaction with compensation has been an ongoing issue, particularly for
smaller issuers in remote locations. Compensation consists of a time-based
commission for €ach transaction processed and an annual stipend. The fact that
the commission rate has not been adjusted over the last eight years is the main
source of issuer dissatisfaction. The annual stipend which was last increased in
1997 is a fixed annual payment to issuers, set at $2,057.

The Auditor identified several related issues. In addition to staffing and other
costs increases, the simpler most profitable transactions are increasingly being
done through alternative channels such as ServiceOntario kiosks, and the PIN
handles the more complicated and therefore more time consuming transactions.
The issuers’ view has been that the time-based commission does not compensate
them for the interaction time spent with customers, and operators of
ServiceOntario’s kiosks have been paid a higher transaction fee for processing the
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same driver and vehicle transactions. At the time of the 2005 audit the Ministry
had recently negotiated a lower fee structure for this service option which was
still higher than the PIN’s.

Other concerns confronting issuers related to compensation include wage
demands, staff turnover and training, and increasing expectations with respect to
privacy and security procedures.

The Auditor General recommended that in order to ensure that the Private Issuing
Network remains stable and customer service levels are maintained, the Ministry

should, as part of the process of negotiating a new province-wide agreement with
private issuers, conduct a review of its compensation arrangements.

Ministry Status Report®

In its initial response in 2005 the Ministry was considering alternative strategies

for issuers to address revenue opportunities through selected consumer products

and a minimum compensation guarantee for issuing offices with annual ‘
_commissions below $10,000. By 2006 the Ministry had taken following action:

. initiated a comprehensive review of compensation arrangements;

« implemented a PIN pilot project to permit the market to provide information
on the appropriate level of compensation;

« supported low-income issuers with a Minimum Compensation Guarantee;

« secured a vendor to deliver a Commercial Advertising Program to generate
additional revenue opportunities for participating issuers; and

. considered proposals brought forward to the Ministry of Transportation from
the Ontario Motor Vehicle Licence Issuers Association (OMVLIA), which
included a per terminal per day increase.

Completed Initiatives
» minimum compensation guarantee,

. PIN Pilot Procurement Project (determination of compensation based on
market demand — Ministry decision to reissue a Request for Proposals (RFP)
in April 2006); and

. new revenue generation opportunities (March 2006).

Ongoing Initiatives (4/2006)

+  Ministry to assess responses to the PIN Pilot Procurement Project and
incorporate findings in a broader compensation review;

« new revenue generation opportunities - issuing an RFP to acquire service
providers for electronic advertising media programs (mid-April 2006);

. prepare a draft model agreement to be shared with the OMVLIA; and

« develop and distribute the new Private Issuers Operations Manual.



Committee Hearings
PIN Compensation and RFP for New Issuing Offices

The Ministry reported that it is aware of the needs of the private issuers' network
and that it is committed to a fair compensation model. Efforts have been made to
reach a solution through a business model approach.’ The Ministry staff have met
with the OMVLIA board and obtained suggestions which will be the subject of
MTO’s overall review of this matter. There are various contributing factors to
compensation which include, for example, increasing operational costs. Such
expen%itures require documentation for the purpose of establishing compensation
levels,

In the case of large issuers, the market pnce and opportunities for a successful
business were reported to be fairly robust.” Voluntary retirements from such
operations are rare and in such events, a competitive process has resulted in
quality proposals

The Ministry has taken action through increased compensation for small operators
and the re-issuance of an RFP to identify service providers for issuing offices.

Increased PIN Compensation

Small Operators - Income Floor

The Ministry has increased compensation for small operators, thereby providing
an income floor. A guaranteed minimum compensation program was established
for these offices. They are cligible to apply for a top-up to bring commissions to a
$10,000 income floor, with a cost to the province of approximately $39,000 in
2005-06." It was noted that in 2006 the PIN-issuers' network was receiving $12
million more in commissions than it was since 1998. The last increase in the
commission for private issuers was in 1997.8

The Commlttee enquired about the differential in payments at kiosks and issuers’
offices.” The Ministry indicated that it is not meaningful to compare private issuer
transactions and those done through kiosk.'® Payments to offices are based on the
time required for certain services and clients are inclined to use the services of a
PIN office rather than a kiosk in instances of increasing complexity of the
transactions requlred Presently there are only eight basic transactions avallable
on kiosks that include, for example, renewals and change of an address."

New Revenue Sources

The expansion of sources for PIN commissions has resulted in an increase in
network commissions earned by the PIN offices.”” The province has transferred
17 new transactions to the PIN since 1998, which expanded the product list and
enhanced commissions to issuers by approximately 30%.



Planned Compensation Adjustments

Benefits have accrued to offices through IT improvements. For example, in
instances where IT has made a transaction easier (e.g., driver licence using the
new digital licence) requiring a shorter procedure, the Ministry did not reduce the
commission.'* MTO will be moving some products and services to the
ServiceOntario’s website which will enable the province to centralize the delivery
of certain Ministry products; for example, valldatlon tags for motor vehicle plate
renewal and used vehicle information packages.'> Furthermore, the additional
benefits to issuing offices are addressed later in this report; namely, costs incurred
by the Ministry for staff training.

2006 Status Report - PIN Pilot Procurement Project

On April 5, 2006 the Ministry issued a revised Request for Proposal (RFP) to seek
proponents (service providers) for operating licence issuing offices in Cambridge,
Georgetown/Brampton, Malton, Windsor & Pembroke/Petawawa, under contract
to the Ministry.

! Revised Business Model

The 2006 RFP was issued under a new business model transforming the business
relationship between the Ministry and service providers. The project objective
was to secure qualified proponents as part of MTO’s review of compensation.'® In
addition, the Ministry wanted to determine the market interest across the PIN
focusing on selected offices.'” This information was to have been incorporated in
a revised compensation formula.

The following provisions were included in the 2006 RFP:

« Office Technology Costs - private issuers would requisition/pay for
technology (e.g., office terminals, screens, computers) shifting this
responsibility from the Ministry.

. Economies of Scale - pursuit of synergies from bundling - inviting proponents
to submit proposals on combining offices to reduce overhead. This could help
with fixed costs thereby allowing an operator to run several offices.

« Multi-phase Scoring - the threshold was lowered for the multi-phase scoring
to encourage participation (the threshold scoring on the business case
component to move a firm to the next level [in the process deahng with the
price proposal] was reduced to encourage more pamclpatlon)

Subsequent matters to have been addressed included:
« the commitment to consolidate Ministry policies and procedures;

. the maintenance of face-to-face training with issuers based on MTO’s
" commitment to train the issuer and provide support for staff training; and

+ the use of modern media and techniques for training to issuers. 19



Cancellation of the 2006 RFP

The Ministry reported to the Committee that the April 2006 RFP to pilot a new
business model for service providers to operate Issuing Offices in five
communities had been cancelled. According to the Ministry’s letter of November
1, 2006, the objective of the pilot was to test a new market-based, flat fee-per-
transaction compensation model through the procurement of service providers.
The results of the RFP evaluation process were reported as follows:

Unfortunately, the Ministry's compensation
criteria . . . [were] not met for the full
potential ten-year contract for any of the
opportunities, resulting in no acceptable
proposals. Therefore, the Ministry will not be
awarding contracts for this RFP and will no
longer be pursuing a new flat fee-per-transaction
compensation model. The Ministry has
cancelled this RFP and has informed all of the
proponents of the outcome. We [Ministry] are
currently reviewing options to determine the
next steps for the issuing office opportunities
that were included in this RFP.%

Committee Recommendations

Service Provider Compensation Review

The Ministry is considering the results of the 2006 RFP as part of an internal
review of service provider compensation. With ServiceOntario, MTO is
attempting to develop and implement shorter-term compensation options in
conjunction with longer-term solutions.”!

The Committee therefore recommends that:

1. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its internal review of service provider
compensation. The report should specifically address the development
of immediate shorter-term compensation options.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 60 days
of the date of tabling this report in the Legislature.

Long Term Compensation

The Committee received a letter dated April 27, 2006 from the OMVLIA which
stressed the need to resolve the matter of compensation for issuing offices. The
Ministry has committed to address this matter based on the findings of a
compensation review, which included consultations with the OMVLIA board.*
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As part of this review process, the Committee expressed an interest in the
feasibility of introducing a market-driven compensation scheme, or a price
discovery mechanism.”

The Committee therefore recommends that:

2, The Ministry of Transportation report to the Standing Committee
on Public Accounts on its plans to establish a fair compensation model
for the Private Issuing Network, specifically addressing the long-term
viability of these offices. This report should explain the proposed
compensation model and provide a timeline for the implementation.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

Revenue Enhancements - PIN Offices

The Committee noted that the Ministry has taken initiatives to address the
financial viability of issuing offices and its commitment to a fair compensation
model. Specifically, compensation has been increased for small operators
providing a guaranteed minimum compensation, and the expansion of income
sources or transactions has resulted in an increase in network commissions for
PIN offices.

The Committee therefore recommends that:

3. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its consideration of options to further increase
other revenues for issuing offices.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

2.1.2. Contractual Agreements — A New Agreement

The Ministry does not have a standardized relationship with private issuers
_defining respective responsibilities; consequently, significant requirements are not
being fully met. The current contractual agreements between MTO and its issuing
offices include a Memorandum of Agreement (1982} and a Private Issuer
Agreement (2001). The 1982 memorandum is out-of-date in terms of roles and
responsibilities, and performance expectations, and the issuers’ perception is that
the Private Issuer Agreement favours the Ministry.

The Auditor General recommended that to ensure that policies, procedures, and
the public’s service expectations for processing driver and vehicle transactions are
applied consistently and effectively across the province, the Ministry should work
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with private issuers to develop a new agreement acceptable to both parties. The
new agreement should be reflective of the current roles, responsibilities, and
expectations of both the Ministry and private issuers,

Ministry Status Report®*

In 2005 the Ministry indicated that it was working toward a common contract
across the PIN for all issuers, noting however that there are clear benefits to the
current Private Issuer Agreement (e.g., the issuer may assign the agreement to a
third party). In 2006 MTO reported that it is committed to developing a new
agreement with the OMVLIA through the clarification of policies and procedures,
and enhanced accountability based on revisions to the Private Issuers Operations
Manual.

Completed Initiatives

» initiated discussions with the OMVLIA on a new agreement (March 2006);
and

» received/responded to feedback from the OMVLIA identifying the need to
revise the Private Issuers Operations Manual and to clarify policies and
procedures, followed by consolidation.

Ongoing Initiatives (4/2006)
. developing a draft model agreement to be shared with the OMVVLIA; and

« anew Private Issuers Operations Manual to be developed and distributed.

Committee Hearings
New Contract Orientation

The Ministry has been pursuing a new contract, and during this process concluded
that the network is not homogeneous and that solutions need to be pursued with
consideration to various offices sizes.”> As noted, there are 230 issuers on the old
contract that is being phased out, and 51 on a new (.:ontract.z6 The objective is to
move all issuers to a new contract and to establish a timeframe to make the
change on a voluntary basis.”’

The Ministry is aware of the need to clearly define the roles and responsibilities
for all parties in a new contract.”® The new contract will be different in several
respects, for example, fixed terms/renewals, terminations, resignations, and
liability insurance.

The old agreement has no fixed term, whereas
the new one has a fixed five-year term, with
provisions for renewal for another five. Under
both, the Ministry can terminate within 60 days.
The issuer must give 60 days' notice before
resigning under the old, as opposed to 120 days
under the new. There are differences in liability
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insurance; updating that. Under the new one, it
actually can be a corporation as opposed to an
individual, so the contract can survive, for

example, upon the death of the issuer.”

Responsibility for Administrative Costs

The Ministry has set out the various factors that will be taken into consideration in
the new agreement and compensation model: 30

+ Overhead Expenditures — operational costs would have to be updated (e.g.,
wages and rents).

. Financial Benefits Derived from New Technology — the Ministry noted that
PIN benefits from new IT, which have enhanced services, and in the
Ministry’s view, resulted in a positive revenue stream. This has not been
addressed and the Ministry has not quantified the new revenues accruing.

+ Ministry Training Costs — MTO incurs costs related to the provision of issuer
office administrators in the field who undertake training and assist new issuers
in procedures and process, and the Ministry provides educational materials to
support ongoing training. The Ministry plans to factor training costs into the
expenditure formula, clarifying who bears which costs and how these
expenditures should be reflected in a fair compensation model.

Committee Recommendation

Proposed New Agreement for Issuers

In April 2006 the Ministry was proceeding with a draft agreement for a new
contract.>! MTO indicated that it was not rigidly adhering to the 2001 contract,
~ but was attempting to develop a document acceptable to all partles 2 The
Ministry acknowledged that the business model has outstanding matters to be
addressed.”

The Committee concurs with the Auditor that a new agreement needs to be
reflective of current roles, responsibilities, and expectations of the Ministry and
private issuers.

The Committee therefore recommends that:

4. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the status of the draft agreement for issuers.
The report should explain the business model, guiding principles and
key provisions, indicating the timeline for implementation. The report
should explain the extent to which this new agreement reflects current
roles, responsibilities, and expectations of the Ministry and private
issuers.
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The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

2.2. Custqmer Concerns

Customers’ satisfaction levels presented problems in 2004, particularly in terms
of wait times. However, the Ministry is reluctant to provide additional computers
unless business volumes justify the expenditure. The Auditor concluded that
additional computer equipment and the reallocation of terminals were justified,
and that this could have a positive impact on service needs at busier offices.
Furthermore, the Auditor suggested that the Ministry could consider moving low-
volume ServiceOntario kiosks to high-volume locations to improve service.

The Auditor recommended that to help improve service to the public in a cost-
effective manner, the Ministry should consider giving additional terminals to
those private issuing offices whose transaction volumes are significantly higher
than the Ministry’s standard; consider redistributing terminals from offices whose
transaction volumes are significantly below the Ministry’s standard; and evaluate
the usage of ServiceOntario kiosks to determine if kiosks that are least used
would be better located in higher-traffic areas.

Ministry Status Report™

The Ministry is enabling issuers to provide services in the right locations by
establishing revised criteria that will provide the basis for redistributing terminals
province-wide. Furthermore, MTO with the Ministry of Government Services is
identifying and operationalizing opportunities to provide greater access and
convenience to government products and services through ServiceOntario by
centralizing government products and services.

Completed Initiatives

. terminal redistribution project — identification of private issuing offices that
needed the removal or addition of terminals, and the re-distribution of existing
terminals; and

+  MTO transferred the kiosk contract to the Ministry of Government Services
on April 1, 2006. Kiosks are located in high traffic locations, and a number of
kiosks have been strategically located in areas with lower traffic, providing
access to government services.

Ongoing Initiatives (4/2006)

. network-wide terminal redistribution program - audit current volumes/number
of terminals for each office and implement new standards with the effective
distribution of terminals, and launch a network-wide terminal redistribution
program; and



14

« MTO, with the Ministry of Government Services/ServiceOntario, is
developing a renewal strategy for the kiosk network.

Committee Hearings
Customer Relations

The Ministry acknowledged the importance of its partnership with the Issuing
Network given that these offices provide front-line services. > As noted, there are
approximately 280 issuing offices in rural and urban communities providing
services that include driver licence renewal and replacement, registering vehicles,
and issuing validation stickers, licence plates and used vehicle information
packages. Each year in the order of 18 million driver and vehicle transactions are
processed.36 "

The Ministry noted that the Issuing Network requires up-to-date information and
equipment in a timely manner to ensure high level customer service.”” This is
being done, according to the Ministry, by clarifying roles and responsibilities, and
enhancing communication through joint committees with the issuer's provincial
association (OMVLIA) as follows:

. the Strategic Planning Committee examines long-term business initiatives and
possible improvements; and

« the Policy and Communications Committee focuses on operational issues
affecting issuers.®

Committee Recommendation

Enhanced Service Levels- Committee System

The Ministry has committed through the committees on Strategic Planning and
Policy and Communications to continue to engage the broader network in
improving decision-making and to resolve issues.* This is being done through
direct communication and outreach with individual issuers. As noted, the Ministry .
has taken steps to address the Auditor’s concerns on wait times, for example, with

a commitment to further action.

The Committee therefore recommends that:

5, The Ministry of Transportation report to the Standing Committee
on Public Accounts on the progress achieved by the Strategic
Planning Committee and the Policy and Communications Committee
with respect to improvements in decision-making and the resolution
of issues (e.g., customer concerns with wait times).

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.
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2.3. Call Centre

The Ministry’s call centre assists issuers to process driver and vehicle
transactions, interpret policy and procedural clarifications, and to address
backlogs and technical issues. The main problem experienced by issuers is one of
poor response times, although there have been improvements in recent years. The
call-centre staff learn on the job, without the benefit of training on policies and
procedures.

The Auditor General recommended that to help the Private Issuing Network
provide better service to customers, the Ministry should help reduce the extent to
which issuers rely-on the call centre by tracking the most common concerns or
questions raised and developing procedures to train issuers on these matters; and
by encouraging that, when the call centre is used, call-centre operators are
properly trained and consistently available to take calls.

Ministry Status Report™

In 2005 the Ministry indicated that it would assess the impact of its
communications and training in reducing reliance on the call centre, and ensure a
more consistent application of policies and procedures.

By 2006 support services to the PIN were being improved through the call centre,
and the Ministry had committed to working with the PIN to ensure that they
receive the support required to effectively deliver services.

Completed Initiatives

» tracking and identifying potential training issues for the PIN on an on-going
basis;
« modifying the systems to enhance the tracking of records-issuer questions and

support requirements, and subsequent action/response provided by a call
centre operator;

. continuing use of frequently asked questions (FAQs) and common concerns to
enhance training for call centre operators and issuers;

« responded to the issuers’ requests and implemented a new call centre operator
training regime with training by experienced staff with a "trainer partner" for
ongoing support (conducted training sessions for all call centre operators from
November 2005 and March 2006);

« revised the call centre work schedule to maximize call centre operators’
availability to take calls (November 2005);

» provided online tutorials, a reference library and training manual; and

. the new training regime resulted in more timely responses to issuers’
questions (70-80% of calls are answered within two minutes - the Ministry’s
target is 80%.
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Ongoing Initiatives (4/2006)

. online refinements to more accurately reflect questions and the responses
provided (late April 2006).

Committee Hearings
Call Centre Communication

The Ministry reported that the call centre operations have been improved by
streamlining communications. A coordinated approach for an information sug ort
network has been introduced through directives instead of multiple bulletins.
Also, as noted, the Ministry is working through operating committees to facilitate
business relations with issuing offices.* :

System/Service Improvements

The Mlnlstry has improved customer services through training and new
equlpmont * The call centre “hotline” provides serv1ces to the PIN, for example,
technical and procedural support and password reset.* The objective is to develop
a seamless system, providing issuers with the necessary support to address
common problems across the system on a timely basis.* Other service
improvements include:

« Improved Hours of Operation — more staff are available when the PIN offices
are open, including evenings and weekends.

. Conflicting Information — clarification by the Ministry of conflicting
information received from various operators Now the Ministry allows the
issuer to discuss matters with a supervisor to receive a final answer.’

« New Telephone System Technology (IVR System) — the new technology
permits tracking the nature of calls. Specifically, information is provided on
customer-related errors (e.g., documentation problems and unnecessary
complexity of transactions) which is used in trammg

Other improvements include a new training program for call centre operators with
trainer partners, online tutorials, a reference library and a training manual. *® The
objective is to ensure more timely responses to issuers' questions, improving the
record of 51 % of calls made by i issuers to the call centre being answered within
two minutes.*

Committee Recommendations

Call Centre Response Record

The Ministry’s objective is to achieve timely responses to issuers' questions
through the call centre. At the time of the hearings in excess of 70% of the calls
were being answered within two minutes, and the objective is 80%. The
Committee acknowledged the positive results of the Ministry’s efforts to improve
responses to issuers’ questions to the call centre.
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The Committee therefore recommends that:

6. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the progress made in improving the response
record to issuers' questions. The report should address the progress in
moving from a response level of 70% of calls being answered within
two minutes to achieving the Ministry target of 80%.

The Committee requests that a written response to this
' recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

Operating Committees - Communication

The Ministry has developed a coordinated communications approach with issuing
offices. In addition, operating committees are used to facilitate ongoing business
relations, specifically for providing directions to issuing offices.*®

The Committee therefore recommends that:

7. The Ministry of Transportation report to the Standing Committee
on Public Accounts on the impact of the coordinated communications
approach with issuing offices, with reference to the role of the Policy
and Communication Committee. The report should include an update
on the use of operating committees to facilitate business relations with
PIN offices.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.

3. COMPLIANCE WITH REGULATIONS AND REQUIREMENTS

3.1. Audit Activity

Private issuers are subject to audits to ensure compliance with government
regulations and requirements. The Ministry administers an annual survey to
establish customer satisfaction with issuers’ service delivery, and an action plan is
developed and updated based on information from the audit cycle. The Auditor
expressed concerns with the Ministry’s low audit coverage; however, it was noted
that MTO was considering a new audit process and program.

The Auditor General recommended that to ensure that the Ministry adequately
monitors the PIN for effective controls over such items as cash and stock and over
such processes as revenue collection and to ensure that service is maintained -
without disruption, the Ministry should increase the number of complete audits it
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conducts annually; and better co-ordinate the activities of the four groups
involved in PIN monitoring,

Ministry Status Report™’

The Ministry has implemented a redesigned and enhanced risk-based audit
methodology to address financial, stock and Licensing Control System-related
issues.

Completed Initiatives

« implemented a redesigned/enhanced, risk-based audit methodology
(consolidation of the oversight and auditing functions into one office and
better utilization of field staff) to more effectively address financial, stock and
Licensing Control System-related issues within the PIN (April 2006);

+ consolidated audit and oversight functions into one Audit Oversight Unit, and
significantly improved the quantity/quality of audits;

+ hired an additional 17 staff in regional functions pertaining to the Issuing
Office Administrator and Audit Oversight Unit;

« developed an aggressive and comprehensive 2006/07 audit schedule to be
commenced by April 2007;

« completed a total of 97 audits in 2005 (compared to three in 2002, one in
2003, and 19 in 2004); and

« revised audit manuals to provide guidance and reference to ensure the
consistent application of audit principles and procedures.

Ongoing Initiatives (4/2006)

« by end of fiscal year 2006/07 MTO will have commenced audits on all private
issuing offices, with 128 audits fully completed between October 2005 and
April 2007,

» enhance audit and oversight presence by rigorous specialized auditing of
higher-risk offices in an effort to deter and detect fraudulent activity and
issues of non-compliance;

« conduct specialized audits of offices identified in the Auditor General’s report
and offices that were due on the Ministry’s audit schedule (completion by July
2006); and

« cstablish a performance baseline and pursue a risk-based audit strategy for
field audits (shift of resources to the field resulting in more field audit staff in
the field complement with MTO auditing each office to establish a
performance baseline and pursue a risk-based audit strategy).
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Committee Hearings
Ministry Audits of PIN Offices

The Ministry explained the new audit process. There is now one office with
responsibility for the audit function, resources, and an improved audit plan with
the consolidation of the internal audit functions.*® Additional staff were hired and
by April 2007 the Ministry will have commenced audits in all issuer offices.

The Ministry indicated that its new auditing program will be effective in
recognizing irregularities, and providing feedback to partners.> The methodology
is based on recognized auditing principles, with current benchmarking used in the
private and public sectors. Ministry audits could result in the termination of a
contract within the PIN.>*

Committee Recommendation

MTO Audits of PIN Offices

A redesigned and enhanced risk-based audit methodology was implemented with

the objective of identifying financial, stock and licensing control system issues in

the Network.>® The Ministry committed to start audits in all PIN offices by April
2007,

The Committee therefore recommends that:

8. The Ministry of Transportation report to the Standing Committee
on Public Accounts on its commitment to have initiated audits of all
private issuing offices by April 2007. The report should indicate the
number of office audits completed by December 31, 2006 and provide
a summary of the main findings. ‘

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk by September
2007, :

3.2. Risk Management
3.2.1. Controls on Stock

Licence plates, plate stickers, temporary driver’s licenses, vehicle permits, trip
permits, and temporary Disabled Person Parking Permits are stocked by PIN
offices and inventoried in the Licensing and Control System. The Auditor noted a
wide variation in stock-safeguarding practices (e.g., cabinets without locks).
Although high-risk stock items have been reported missing and others reported
stolen, the Ministry had not investigated or attempted to recover the lost items.
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3.2.2. Other Compliance Issues

Certain types of transactions must be processed manually by issuing offices. A
third of the special handling transactions tested by the Auditor identified issuers’
errors in the commissions charged and in document management.

The Auditor General recommended that to reduce the risk of staff and customers
of the Private Issuing Network engaging in improper, non-compliant, and/or
fraudulent activities with respect to driver and vehicle products and services, the
Ministry should produce and follow-up on exception reports pertaining to the
Licensing and Control System; enhance its controls over stock; follow-up on a
timely basis on discrepancies identified when reconciling issuer revenue with
deposits; and expedite the recovery of funds from NSF (not-sufficient-funds)
cheques; and consider cross-referencing its vehicle registration system with its
driver-licensing system. |

Ministry Status Reporf®

The Ministry reported in 2005 that it was developing a risk-based audit
framework for implementation in 2005/06.°” The objective was to more
effectively address financial, stock, and Licensing and Control System-~related
issues within the PIN.

In 2005 MTO, with the OMVLIA, attempted to mitigate the risk of fraudulent
activities through training sessions for issuers. The focus was on strengthening
business integrity and customer fraud awareness, stock inventory management,
the protection of database and system integrity, and the recognition of fraudulent
documents.*® '

In 2006 the Ministry reported that it had clarified expectations, accountabilities
and consequences with the PIN with respect to stock management. This was
completed through new procedures and controls that identify, track, report,
investigate and reconcile missing stock items. In addition, the audit and level of
oversight of the PIN have been increased.

Completed Initiatives

» modified exception reports to identify all irregular transactions found on the
network, e.g., non-compliant/attempted fraudulent activities (November
2005);

. conducted a thorough investigation of all missing and stolen stock identified
by the Auditor (unaccounted/stolen stock were reported to police),

« implemented an improved, multi-pronged approach to enhance controls over
the stock system,;

. introduced system enhancements including consultations with OMVLIA on
restricted access, improvements to the automated reconciliation system to
ensure the integrity of data loaded to the system, and the decision to not
accept personal cheques; and

« increased and ongoing collection efforts since 2001.
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Ongoing Initiatives (4/2006)

« modified exception reports will continue to be used by the Internal Audit staff
to conduct specialty audits of the PIN and by Ministry regional staff in their
on-site reviews;

. system changes are required to track stock items, link the stock information
system to the Licensing Control System and enable real-time v1ew1ng of stock
online (December 2006),

» conducting an internal audit of the stock management system,
« Tevising stock management requirements for the PIN (end of April 2006);

« restricting PIN access/ability to record missing/stolen stock on the system
(mid-April 2006),

« improving collection of revenue and sending outstanding accounts to
* collection after one year (September 2006);

« consulting with stakeholders to determine the implications of amending the
cheque acceptance policy to not accept personal business cheques or personal
cheques by mail; and

+ cross-referencing the vehicle reglstratlon system with the driver licensing
system.

Committee Hearings
' Training and Management - Fraud Prevention

In 2005 MTO trained 226 issuers on customer fraud awareness, which entailed
the recognition of fraudulent documentatmn process and system integrity, and
stock inventory management.’ ® The protection and appropriate use of information
(e.g., collisions, convictions and suspensions) is addressed in training sessions.
The Ministry acknowledged the importance of completeness, accuracy and
validity in records management, and the 1mp0rtance of protecting the integrity and
conﬁdentlahty in information management. 50

Accounting for Stock Problems

The Ministry acknowledged the need to account for stock, and explained that the
56,000 picces of unaccounted for stock have been addressed.®’ An internal
investigation resulted in 94% of the missing stock being reconciled. Unaccounted
for stock, which was reported to the police, re é)resented 0.004% of the total
distributed by issuers over a four-year period.” The Ministry explained the issue
of stolen versus missing stock as follows: 63

. Stolen Stock: - the Auditor General reported on stolen stock items, which was
not a stock management issue. The Ministry has addressed this matter which
affected three offices, two of which are no longer in operation and the third
was audited.
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« Missing Stock - there were 49,000 units reported lost or missing. The Ministry
reconciled all but 3,000 units (approx.) of the missing stock and as of April
2006 the identification process was ongoing;

56,000 stock items - the Ministry’s investigation discovered that
approximately 5,000 to 5,300 were lost in a fire at an issuing office in
Flinton. MTO recalled approximately 22,000 permits that were production
errors and 15,000 units of stock that were time-dated (val tags) due to a
revised format.

1,700 (approx.) stock items — the Ministry identified clerical errors such as
the transposition of numbers or typing errors, keying errors, and use of an
inappropriate disposition code.

the 2002 labour disruption - private issuers performed more than two
million manual transactions through the 10-week period as Ministry
systems were not available. MTO reconciled the stock used and concluded
that approximately 800 units were outstanding.

Improvements fo Stock Management

MTO addressed the problems around the management of stock through several
improvements, specifically:

« clarification of the Ministry’s expectations and the issuer's obligations for
safeguarding inventory;

» introduction of province-wide training for issuers with a focus on business
integrity, including fraud and stock inventory management; and

+ implementation of a new audit plan:

an improved, multi-pronged approach to enhance controls over the stock
system,

instructions regarding stock management obligations;

daily reporting of missing stock items, and the review of reports by senior
managers;

improved internal tracking of controls;
reporting unaccounted stock to police; and

the sharing of the information on stolen and missing stock with Canadian
and American jurisdicticons.64

3.3. Selection of New Private Issuers

The selection process for a new PIN operator takes approximately 27 weeks and
an additional 12 weeks to prepare for the opening, during which time the Ministry
would appoint an interim issuer. The Auditor concluded that it required an
average of four months to reintroduce service for an issuing office following
closure and in some cases six to 11 months.
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The RFP selection process entails a business-demand analysis and a three-stage
evaluation that includes a criminal reference check. The Ministry has been lenient
on its procurement practices in certain instances due to problems in atiracting

" qualified applicants, particularly in northern Ontario. The Auditor concluded that
the stage three interview could be of questionable value in cases in which
applicants are familiar with the questions (participation in previous applications),
resulting in an unfair advantage. '

The Auditor General recommended that to ensure that only competent and
qualified bidders, selected via a fair and equitable competitive process, are
awarded contracts to manage issuing offices, the Ministry should review its
policies and procedures to ensure that they can be applied in a consistent and
effective manner; and ensure that the in-person presentation and interview portion
of the selection process does not give repeat applicants an unfair advantage. The
Ministry should also expedite the appointment of interim issuers and selection of
new issuers to minimize disruptions to customer service.

Ministry Status Report™

The Ministry addressed the need to ensure that the procurement process for the
selection of private issuers is fair, open and transparent. It is committed to
minimizing any disruption to customer service.

Completed Initiatives

« streamlined the procurement process in seven smaller issuing office
opportunities (February/March 2006), for example by replacing standard
interview questions with a business plan presentation with expedited selection
process for interim issuers.

Ongoing Initiatives (4/2006)

» review the PIN procurement process to streamline and enhance efficiency
(Summer 2006).

Committee Hearings
Employee Screening and Confidentiality Requirements

The Committee enquired about the screening of employees given the sensitivity
of the information being managed by the PIN.® Under the 51 new contracts or
private issuer agreements, there is an explicit requirement that criminal reference
checks be performed by issuers on their employees. The findings are to be current
and on file, subject to audit.”’

The Ministry explained the confidentiality requirement for employees with
respect to non-disclosure, and the role of MTO guidelines, policies and
procedures:

. . they [employees] also have staff sign a
statement of non-disclosure that lays out very
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clearly what their obligations are with the data,
what their responsibilities are with that
information. So while they don't do a criminal
reference check, our [Ministry] guidelines and
our policies and procedures are very clear. In
the case of those 208 issuers, they actually sign
a statement acknowledging their responsibility
and obligation. It's another piece of evidence --
it was a volunteer program -- that they take it
seriously as well and that they practise good

' protection of information in their offices.®®

4. PERFORMANCE MEASUREMENT

The Ministry initiated a methodology to measure the performance of the PIN. The
audit process in the Performance Management Program includes a desk audit and
on-site audit visits, an annual customer survey, a scorecard summarizing audit
results, and a Ministry action plan to address improvements.

4.1. Customer Survey

The Auditor reviewed the customer survey component of the Performance
Management Program, and noted that the response level was low (99 of 267
offices reporting). Furthermore, the Ministry did not have assurance that the
results are truly representative of the sample targeted, given that issuers were
responsible for distributing and managing the survey in the field.

4.2. Comment Cards

The Ministry receives comment cards from private-issuer customers. Reports on
these cards are to be sent each month to the Ministry’s regional offices that have
an oversight responsibility for the PIN offices. This process has been inconsistent
and the reports filed require improvement, for example, including summary
information of customer comments. Also, PIN training and follow-up
communications could be improved by addressing recurring issues.

The Auditor General recommended that to improve both its corrent methods of
assessing issuer performance and public satisfaction with services received, the
Ministry should consider a different method of administering customer surveys
that would ensure that all customers have an equal opportunity to participate; and
summarize customer comments regularly to identify the most common concerns,
share this information throughout the entire Private Issuing Network, and develop
strategies to address these concerns.

Ministry Status Report®®

In April 2006 the Ministry was evaluating alternative methods for measuring
customer satisfaction with the PIN.
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Completed Initiatives

~« analyzed various customer survey distribution methods with recommendations
for the next customer survey of the PIN (April 2006);

. explored alternative methods for measuring customer satisfaction with PIN
services as a supplement to customer surveying (April 2006);

« sharing of comment card data, customer service trends and best practices on a
quarterly basis with the issuing offices through a newsletter (November
2005/ongoing);

« began sharing enhanced comment card reports on a monthly basis with
regional staff to identify areas for improvement (June 2005/ ongoing}; and

+» developed the Comment Card Annual Report (April 2006).

Ongoing Initiatives (4/2006)

. new methods for measuring customer satisfaction (May 2006) followed by
implementation (Summer 2006);

+ implement survey distribution method for next customer survey of the PIN
(Summer 2006); and

. develop/determine feasibility of service improvement options based on
customer comment card and survey data analysis (Summer 2006).

Committee Hearings
Performance Management -

The Ministry explained the relevance of the performance management plan in
terms of the commitment to customer service enhancement:

Even where it is not an explicit requirement in
the MOAs or memoranda of agreement, there is
a provision in what we call the performance
management plan, which is a program for
customer service enhancement, feedback and
performance metrics that we entered into on a
volunteer basis with the issuers. There are about
208 issuers who are in that program. All of the
new PIA [Private Issuer Agreements] ones are
in, and about . . . 150 or so of the other issuers
in the MOA are also in it.”

Surveys/Comment Cards

The Ministry has improved its comment cards and is using that information to
provide feedback to MTO staff and issuers.”’ Secondly, the Ministry is putting out
surveys to network users and at the time of the hearings it was considering other
survey techniques.” Options include directing people to a website by way of the
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vehicle renewal ap Phcatlon notice or mailing notices asking individuals to return
the comment card.

The Auditor noted the 30% dissatisfaction rate among people using PIN services
and asked for a more recent figure with reference to the comment cards and
customer surveys. In June 2005 the Ministry introduced a system, enhanced by a
monthly reporting system, to ensure that comments were captured and the results
shared in a quarterly newsletter to the PIN.™ A customer survey conducted in
2004-05 for example, resulted in 37,000 responses or a 93% response rate. 7

Committee Recommendation

Impact of Monthly Reporting System - Quarterly PIN Newsletter

The Ministry introduced improvements to the monthly reporting system to capture
customer input, with the results being shared in a quarterly newsletter to the PIN
offices.”® There is a commitment to customer service enhancement through the
performance management plan.

The Committee therefore recommends that:

9, The Ministry of Transportation report to the Standing Committee
on Public Accounts on the overall impact for fiscal years 2005-2006
and 2006-2007 of the improved monthly reporting system on customer
input and the quarterly PIN newsletters. The report should comment
on the extent to which this process has resulted in constructive
improvements to the PIN. '

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk by September

2007.

5. MISCELLANEOUS AUDIT TOPICS

The Committee focused on selected parts of the Auditor’s report during the
hearings which has resulted in several Committee recommendations.
Nevertheless, the Committee has an interest in the Auditor’s report in its entirety
and requires a response to certain outstanding matters not addressed in full during
the hearings.

Committee Recommendation

Ongoing Ministry Commitments

The Committee requires an update on those sections of the Auditor’s report that
were not the subject of detailed review during the hearings, but were nevertheless
addressed in the Ministry’s status report of April 2006.
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The Committee therefore recommends that:

10. The Ministry of Transportation report to the Standing Committee
on Public Accounts providing an update on Ministry initiatives in the
following sections as reported on in April 2006:

the internet as a service alternative (system changes to
accommodate internet transactions);

vehicle insurance and disabled person parking permits; and

Ministry—issuer relations.

The Committee requests that a written response to this
recommendation be provided to the Committee Clerk within 120 days
of the date of tabling this report in the Legislature.
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APPENDIX

Summary Status Table in Responée to the 2005 Auditor General’s Report on
the Private Issuing Network (Section 3.06) Ministry of Transportation
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