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PREAMBLE

The Provincial Auditor audited the Policy and Cansu Protection Services
Division of the Ministry of Consumer and Business\&ces and reported in
Section 3.04 of th2003 Annual Report. The Standing Committee on Public
Accounts (the Committee) held hearings on this nepo February 16, 2004 with
representation from the Ministry of Consumer angiBess Services (the
Ministry). The Committee endorsed the ProvinciabAaor’s audit report and
recommended the implementation of his recommenastiy the Ministry.

The Committee would like to take this opportuniyeixtend its appreciation to
the Ministry officials for their participation irhése hearings. Also, the
Committee would like to acknowledge the assistgmogided by the Office of
the Provincial Auditor (the Auditor), the Clerk tife Committee, and the Ontario
Legislative Library’s Research and Information $egs Branch during these
hearings.

This Committee’s report includes introductory inf@tion in each section based
directly on the Auditor’s report, followed by aneview of the hearings and the
Committee’s recommendations.

Ministry Response to Committee Report

The Committee requests that the Ministry of Conguamnel Business Services
provide the Committee Clerk with a comprehensivigten response to this report
within 120 calendar days of tabling with the Speakegislative Assembly of
Ontario. In the event that the Committee feels #hlainger period is required for
the Ministry to respond to a given recommendatiba,revised timeframe will be
indicated in the recommendation.

AUDIT OBJECTIVES AND SCOPE

The audit objectives were to assess whether theyRaoid Consumer Protection
Services Division (Division) had adequate procedamed systems in place to:

- ensure compliance with the legislation and Minigtojicies that are
established to ensure public safety and consuno¢égegiron; and

- measure and report on the effectiveness of thes&eyces and programs
that it delivers in fulfilling its mandate.

The scope of the audit, which was substantiallygeted in April 2003, covered
the Marketplace Standards and Services Branchhen@ivision’s monitoring of
four delegated administrative authorities.



AUDIT OBSERVATIONS AND CONCLUSIONS

1. MARKETPLACE STANDARDS AND SERVICES BRANCH

To allow the Ministry to monitor the marketplacelahereby to protect the
interests of consumers, and to ensure proper Bsspractices, businesses in
certain industries must be registered with the Btigi The Marketplace
Standards and Services Branch’s monitoring of thi&af marketplace includes
various checks (e.g., processing and issuing ragjmhs and licences).

Each year, the Branch processes about 20,000raggias and over 30,000
consumer complaints and inquiries through inspastend investigations. The
Branch can initiate corrective action in casesaf-aompliance, which include
laying charges, and pursuing prosecutions and ctoms.

1.1. Following Up On Consumer Complaints

Since 1997, the Ministry has delegated the adnnatieh of a number of

consumer and public-safety statutes to eight dedelgadministrative authorities.
Complaints relating to industry sectors regulatgathe of the delegated
authorities are referred to the delegated autlesritvhile the rest are addressed by
the Ministry. The Auditor concluded as follows:

- The Ministry did not use its inspection resourcasdal either on any formal
assessment of risk to the public and consumeia) tlhe number of
complaints received.

« The Ministry investigations were performed in asfattory manner, and in
the case of mediations, appropriate efforts werdema obtain restitution for
consumers.

The Ministry devoted over 95% of its inspectioniaties to theatres and video
retailers, even though there were virtually no clzimps about this industry, and
the practices of industries that were at the tojpefMinistry’s list of complaints
and inquiries were seldom inspected (e.g., cobbectigencies). According to the
Ministry, the number of inspections under ffreatres Act was high in 2001 and
2002 to enforce a new video sticker program aretitecate retail outlets about
their obligations.

The Auditor recommended that to adequately prakexpublic, the Ministry
should allocate its inspection resources for moimitpvarious industries based on
a systematic assessment of risk as well as onuimbder of complaints it receives
about these industries. As well, the Ministry shloethsure unscrupulous
practitioners are removed from the marketplace tmealy basis to protect
consumers and the public from potential lossesadmde.

In response, the Ministry indicated that it haslengented a risk-based
framework for allocating Marketplace Standards @t$jon resources. It will be
used to ensure that inspection resources are ajmiedp deployed.



Committee Hearings
Risk-Based Framework and Enforcement

The Ministry concluded that “this risk-based franogkvwill help the Ministry to
deploy its field inspection resources in a manhat will have the greatest
positive effect and will provide the regulatoryXileility needed to cater to urgent
Ministry priorities.” Field inspections are now allocated with a thiadreto
theatres, debt recovery and cemeteries.

The Ministry has an escalating scale of compliabegjnning with a warning,
followed by an investigation, and for difficult @& suspensions and
revocations. The Branch works between 120 to 180 cases fromdh®laint
stage through investigation to prosecution in @giyear: The number of
charges under thBusiness Practices Act will vary widely, depending on the
nature of the case and investigatiowith a lot of complaints under the licensing
statutes there tend to be fewer charges and fesmiiations, but there would be
more registrars' actions such as suspensions,atons, and caution lettefs.
Charges are the rarity, as they are used in cagegwdence of malfeasance or
misconduct. The Ministry indicated that its objective is tosene that matters
brought forward to court are going to reach coneit®

The Committee expressed the general concern thacement resources should
be evenly applied to those areas with a significapiact on the public such as
vehicle repair shops and loan brokers, in addiiiovideo establishmentst was
noted during the hearings that the statistics tepdn the audit report indicated a
decrease inverall Ministry enforcement activities for 2000-62The Committee
noted that there were 2,156 complaints about creddrting agencies, and
suggested that misinformation on a credit fileaspserious matter. Nevertheless,
of those 2,100 complaints there was only one irtemet' The number of
inspections for motor vehicle repairs was similasdyy low, and non-existent for
loan brokers?

Loan Brokers

The Ministry acknowledged that it conducts fewdi@ispections under tHevan
Brokers Act in spite of the significant number of complaifit§.he Ministry does
not do field inspections, because when it appeatv® scene with inspectors,
these operations shut down and relocaténder the_oan Brokers Act, the
Ministry would tend to lay charges, as opposedtpdsing administrative
actions:>

The complaints against loan brokers, which aresiagingly cross-border in
nature, have been the subject of a strategic pahipewith the three levels of
government, and law enforcement entities in Ont@ig., the Competition
Bureau, the Toronto Police Service, the Ministrg #me OPP's Project
Phonebusters¥. Also, there is a Memorandum of Understanding withU.S.
Federal Trade Commission and the U.S. Postal ItispeService:’
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In the collection agency sector, there has beewaddvel of inspections on
complaints. The majority of complaints receiveegd harassment, which is not
often observable by field inspectiofsThe Ministry follows set procedures in
such cases with the registrar reviewing the forcoahplaint with the assistance of
investigators:’ The Ministry indicated that enforcement numbernsehaow
increased considerabfy).

Committee Recommendation

Modified Enforcement Regime

The Committee concluded that the Ministry’s enfoneat resources should be
applied consistently to those areas with a sigaifigmpact on the public. The
Committee therefore recommends that:

1. The Ministry of Consumer and Business Service$isuld report to
the Standing Committee on Public Accounts on the gghication of its
modified enforcement regime, which has been recogfired in
response to the need to distribute inspections resices across the
various industries. This report should provide detds on the
application of resources based on its risk assessmtgproviding a
detailed breakdown of the Policy and Consumer Protgion Services
Division’s enforcement activities (e.g., inspectia) suspensions and
revocations, etc.).

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia at the end of
fiscal year 2004-05.

1.2. Monitoring Cemeteries’ Trust Accounts

To ensure public safety and consumer protectiaongtery owners are required to
deposit a percentage of the sales of plots in&t frund accounts to support the
cost of caring for and maintaining the cemetei@=metery owners are required
to file annual returns, which include trust accostatements. Ministry staff in
turn is responsible for reviewing these annualrrettio ensure compliance with
filing requirements. The Ministry’s objective is moinimize the risk of such
payments not being deposited into trust accountspfa cemetery not having
the resources needed for maintenance.

According to the Auditor, the Ministry’s cemetemgistration records indicated a
number of missing records, and that some cemetea@sot filed their annual
returns. Since 1995, the Ministry has exemptedagedwners from filing the
required returns. Also, the Auditor noted seveaaaerns related to 2001 filings
for active cemeteries (e.g., the Ministry did neteive returns from 400 cemetery
owners and it did not perform the necessary revigiwsturns).
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The Auditor recommended that to comply with ledisrequirements relating
to cemeteries in Ontario and to make sure thaicserfit funds are available for
the proper care and maintenance of cemeteriedjitiistry should ensure that:

- cemetery registration records are complete andamaturns are filed by
all cemetery owners within the required time fraed

- Ministry staff verify, on a timely basis, the bat&as of trust accounts
established to care for and maintain cemeteries.

At the time of the audit the Ministry was reviewiitg procedures to ensure that
cemetery records are requested from registranéstonely basis and that where
material underreporting occurs, timely follow-ugian is taken. The Ministry is
examining its procedures for reviewing trust acadaalances for the
approximately 2,500 owners of the 5,000 cemetavies may be required by
statute to maintain these funds.

Committee Hearings
Ministry Completeness Project

The Ministry is proceeding with its cemetery datbproject (“cemetery
completeness project”), to ensure that it has agptete a set of records as is
reasonably possible on registration and finanaif@rimation®*

« Cemetery registration files - the Ministry is no@026 complete on the
database of cemetery registration files (registratecords for the 5,000
cemeteries on file}’

- Annual returns - declaration on the status of aatemy's trust account (as
required by certain cemeteries for care and maamtes). Some do not have
an annual return, and the Ministry sent out letite2003 to all 2,500
cemetery owners to request annual return documemnta#tll 1,359 large
active cemeteries have provided their returns,dafidiency letters were sent
to those owners who did not reply.

The Ministry’s internal auditor reported that Mitmsrecords are virtually 100%
complete based on their statistical sampffhg.

Risk Management Guidelines

The Ministry’s objective within its risk managemejitidelines is to improve the
quality of cemeteries data, and the filing of admeturns®* The Ministry has
exempted small, inactive cemeteries, on a risk gemant basié Therefore, in
the case of old and small low-risk cemeteries withimal activity, and the
absence of trust accounts, the Ministry would meoidsan investigator to collect
evidence and lay a charéfeln the case of larger active cemeteries, the Minis
requires an annual return given that they are cawiaien nature with significant
consumer monies in trust.

The Ministry is in the process of developing monbanced risk measures to
identify those cemetery files that will become gty for enforcement staft’



The staff will review specific features (e.g., viole of business, size and state of
trust accounts, public compliance information, )etiw ensure that reviews are
conducted from a public-risk perspectfVe.

Long-Term Cemetery Care and Maintenance

The Committee raised the issue of the care andteraince of older cemeteri€s.
Cemeteries that sell interment rights require 4@ of the purchase price of
interment rights be set aside and placed in tsist @re and maintenance
deposit® Some cemeteries may charge less, and many reigemeteries will
waive that requiremenit. The Ministry indicated that there have been camser
with insufficient income generated by trust accsuntmaintain cemeteriés.
There has not been a dramatic increase in complamthe operation of
cemeterie§®

Under the new bereavement legislation,Flgeral, Burial and Cremation
Services Act, 2002, the Ministry will be considering various subjeceas, which
include whether a capital gain can be used as iedonmpurposes of cemetery
property maintenancé.Also, it will be examining the treatment of capitathe
course of developing regulations under this nevslatgon>°

Committee Recommendations

Financial Viability and Maintenance of Cemeteries

The Committee expressed the need for cemeterias fioancially viable and
properly maintained® The Ministry’s cemetery database project (“cemeter
completeness project”) is an important step thitpsovide a current database on
cemeteries, ensuring as complete a set of receridsraasonably possibiéin
addition, the Committee agrees that the timelpdilof annual returns with
cemetery records, and the verification of trusoacts are priorities.

The Committee therefore recommends that:

2. The Ministry of Consumer and Business Servicefisuld report to
the Standing Committee on Public Accounts on the atus of the
cemetery database project, with particular attentia to the reporting
deficiencies noted in this report (e.g., trust acamts).

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia within 120
calendar days of the tabling of this report in theLegislature.

3. The Ministry of Consumer and Business Servicefisuld review and
report to the Standing Committee on Public Account®n whether the
current requirements governing trust funds are adegate to ensure
that cemeteries in the province are financially viale and properly
maintained. Where necessary, the report should indate the
Ministry’s plan to address this issue.



The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia within 120
calendar days of the tabling of this report in theLegislature.

1.3. Measuring and Reporting on Effectiveness

The Ministry implemented a new management inforamaslystem in 1999 to
track complaints, inspections, and investigatidimwever, the Auditor noted that
the Ministry was not ensuring that all the outcorakesuch activities were
captured in the system. This information would Hak Ministry’s management
monitor the effectiveness of ongoing activitiegntfy recurring problems, and
enable the Ministry to report on the effectivenefis activities and outcomes.

The Ministry conducted a customer satisfaction syf the Ministry’s handling
of inquiries and complaints for the 2001/02 fispa&r. The majority of callers
surveyed (90%) rated the services as excellentAligitor’'s concerns related to
the methodology used for the oral-telephone suraeg,specifically the fact that
written complaints were not included in this survElie Auditor recommended
that to enhance management’s ability to properlgsuee and report on its
effectiveness in protecting consumers and pubfietgathe Ministry should use
its management information system to capture aatyaa the outcomes of its
activities (to be in a position to improve andadpn its effectiveness); and
conduct proper consumer satisfaction surveys df tedeéphone and written
complaints.

In its 2003 response to the audit, the Ministry oatted to improving its
outcomes data capturing and processing as pdreadrigoing refinement of the
information system. The Marketplace Standards ardi&s Branch conducts
regular customer satisfaction surveys at the pittansaction with consumers to
gather customer satisfaction data. An independamgudtant was retained to
survey a sample of consumers, who had dealingsthgtiMinistry, with the
objective of providing feedback against which toagider the Auditor’s findings.

Committee Hearings
Customer Survey Methodology

The Ministry’s objective has been to obtain vergdly information on a frequent
basis for each complaint file. The Committee ndtedAuditor’'s concerns over
the management of complaints and the survey metbggoand the Ministry
acknowledgement that the survey approach to det@rghcustomer satisfaction
required an objective third party to collect theadd

Subsequently, an independent survey firm was reddio look at all provincial
call centres to survey customer satisfacfibAccording to the Ministry, the
results validated the results from the interndf stacking survey, with
approximately a 90% client satisfaction ratfig:he consultant’s survey of
ministry call centres found that approximately 9@Ptespondents rated these
services very highl{*



Committee Recommendation

Survey Methodology

The Ministry indicated that it intends to improve survey methodology next
year, building on the initial independent validatfé The Committee concluded
that the methodology used would also have to addhesMinistry’s initial
requirements while respecting the availability ahidtry resources.

The Committee therefore recommends that:

4. The Ministry of Consumer and Business Service$iguld report to
the Standing Committee on Public Accounts on the phs to improve
its survey methodology, demonstrating that it meetthe Ministry’s
initial survey requirements (e.g., timely information on a frequent
basis and affordability).

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatiao within 120
calendar days of the tabling of this report in theLegislature.

2. DELEGATED ADMINISTRATIVE AUTHORITIES

In recent years, the province has established &auof delegated administrative
authorities (DAAs or delegated authorifi§go permit certain industries to
undertake regulatory functions. The provincial goneent is responsible for
legislating regulated industries, and the Minisegnains accountable for the
outcomes of improving public safety and consumeteqation. The Auditor
reviewed information including the administrativgr@ements with the Ministry
and performance information, as well as other nedttar the Technical
Standards and Safety Authority (TSSA), the Eleatr®afety Authority (ESA),

the Ontario Motor Vehicle Industry Council (OMVIGnd the Ontario New
Home Warranty Program (ONHWP).

2.1. Monitoring Performances of the DAAs

The Auditor concluded that the Ministry neededttersgthen its procedures to
have adequate assurance that public safety androens were being properly
protected under the delegation of regulatory fuumgito certain industries.
Furthermore, the Auditor concluded that the Miryistid not have proper
mechanisms in place to ensure outcomes reportételyelegated authorities
were reliable, and the Ministry’s monitoring eff@wwere inadequate.

The Auditor recommended that to better protectipigafety, the Ministry should
ensure the reliability of the outcomes that areregal by the DAAs and monitor
their activities to ensure that appropriate actarestaken on a timely basis and
are sufficient to ensure the achievement of estiabtl safety outcomes.



Committee Hearings
Reporting and Monitoring Outcomes

The Committee addressed the adequacy of the Mitsstronitoring of DAAS.

The Ministry explained that the experience follogvotelegation has been positive
with an increase in the number of inspections arndstigations, and enforcement
activities, exceeding the levels prior to delegafib

The role of outcome measures to ensure reliableyaality data from the
delegated authorities was also addressed duringedrengs” The Ministry has
committed to address the need for improved DAA répg on outcomes and
activities (the Ontario Motor Vehicle Industry Caiirhas met this
requirement)?®

Corrective measures have been taken to improvgualgy of data that will now
be reviewed by independent external auditors tarengconciliation with the
original source documents. Two safety authoritiagnmow committed to have
their external auditors look at their data for mecbation with source materials.
Other undertakings will complement this processgfmmple?’

« clear documentation where revisions have been rfeade a footnote
indicating a revision to an historic series, intiiog the reason for the
revision);

- performance score cards to ensure staff understaetdments and are able
to identify trends; and

« compliance protocols with TSSA (link incidents witbmpliance activity
requirements).

Consumer Complaints

Each DAA has a complaints process. Under eachmplednant has the option of
appealing to the Ministry for an internal reviewtbé mattef® Complaints that
are sent to the Ministry are tabulated in a repainich would be available
through a freedom-of-information requé$tThe Ministry indicated that this
information could be used to consider amendmenasDAA contract?

Committee Recommendation

Monitoring and Reporting on DAAs

The Committee expressed interest in the overafbpeance of the DAAs with
respect to fulfilling their respective mandateg] #me overall impact on industry
and consumers. The Ministry has to be vigilantriswging that DAAs get the
message that they are there to represent the censund not the industry. The
Ministry has already committed to improving itsckang of DAAS’ performance
statistics to ensure timely quarterly reportingtte Ministry on relevant
performance measures. The Committee concludec tt@mnprehensive analysis
of this initiative would be instrumental in detemmg whether public safety and
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consumers were being protected under DAAs, anditleahanisms were in place
to ensure that DAA outcomes were accurate.

The Committee therefore recommends that:

5. The Ministry of Consumer and Business Servicesisuld monitor
the operation of DAAs on a timely basis and prepargerformance
reviews annually to ensure compliance with their repective
agreements and established outcome measures. Ala@omprehensive
review of the DAA initiative is required to ensurethat public safety
and consumers are being adequately protected und&AAs, and that
mechanisms are in place to ensure that DAA outcomese being
accurately reported. The Ministry should ensure th&a DAAs represent
the interests of consumers.

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia within 120
calendar days of the tabling of this report in theLegislature.

2.2. Governance and Accountability of Delegated Aut  horities

Delegated authorities were established to be nesgonsive to the needs of their
industries and other stakeholders in the marketpdenc in deploying resources
for regulatory activities. The Ministry introducachumber of formal and

informal tools to ensure that delegated authorig@sain accountable and fair,
and provide sufficient consumer representationufihoadministrative agreements
to ensure accountability (e.g., annual performaeperting, Minister’s

appointees on the boards of directors, and a Mynimsbnitoring unit).

The Auditor recommended that to better protecsaarers and the public, the
Ministry should strengthen its governance and actatility arrangements with
delegated administrative authorities by:

- establishing administrative agreements with theghgled authorities on a
timely basis;

- having an adequate number of government, conswamérpublic
representatives on the boards of directors of gwegated authorities to
achieve a fair balance of representation;

« ensuring that sufficient levels of resources anetir to monitoring the
performance of the delegated authorities; and

« ensuring that reporting and other performance reqments are complied
with on a timely basis.

The Ministry provided the Auditor with an update ttve initiatives undertaken
prior to the release of ti2903 Annual Report:

- Five delegated authorities have administrative @gents which have been
updated to reflect recent improvements in goveraama accountability best
practices.
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« The Ontario New Home Warranty Program and the Ninisf Consumer and
Business Services have signed a letter of accoilititab

- The Ministry has a legislative basis to work witle government and
stakeholders to create a new cemetery and furemate administrative
authority. The Ministry has committed to review gavance and
accountability provisions in the context of implentiag the new legislation.

- The Ministry will develop a skills profile reflecty the ideal competencies
sought for non-industry members in order to optampn-industry member
effectiveness on these boards of directors.

- The Ministry will review its capacity to fulfill oersight functions and make
the necessary staffing adjustments as warranted.

- The Ministry will develop a tracking process foettabling of delegated
authorities’ annual reports to take timely corregtaction when necessary.

Committee Hearings
Governance and Accountability Initiatives

The delegated authority model was described bjinetry as an “innovative

and forward-looking way of involving consumers, gawnent and industry in
providing services and ensur[ing] compliance.” Bleaeral rule for board
representation is that the Minister's appointeeslavoepresent approximately
25% (consisting of government officials and nonusialy public appointees) with
the option of increasing this to 49%ilt is possible then to increase the Minister's
appointees to ensure a balanced representation.

The Ministry has provided governance structuresgrctegulations and an
overhaul of the legislative frameworks for DAAssiacceed? According to the
Ministry, its “role in the partnership is to manage governance of the
authorities and hold them accountable for theiultes™*

According to the Ministry, each authority must “éeage the relationships and
knowledge in their fields to come to effective afficient measures to meet these
goals.® The onus is on industry and consumers to devéleést ways to
administer government standards. The Ministry conteteon the success of this
initiative, as follows:

There are more inspections, more rigorous
enforcement, greater protection for new home
buyers, and more focus and transparency in
these fields than ever before. For example,
TICO, RECO and OMVIC, the travel, real

estate and motor vehicle councils, have more
than doubled the investigation, inspection and
enforcement resources available to enforce these
statutes since 1996.

Under the province’s accountability legislationg tMinistry is permitted to ask
for a report from delegated administrative authesitand they have generally
complied>® In other instances, an authority may not be inetlidnder the statute
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- for example, with respect to the Ontario New HoMarranty Program and the
Board of Funeral Services - and the Ministry doaishrave the authority to
request information in this ca3é.

Committee Recommendation

Governance and Accountability Structures

Delegated authorities have been apprised of the tweeontinually enhance their
governance and accountability regimes. The Minis&y indicated that it will be
expanding this sphere of activity in the futureilding on regular reporting
through boards and audit committees, for exarriple.

The Committee therefore recommends that:

6. The Ministry of Consumer and Business Service$fisuld report to the
Standing Committee on Public Accounts on its plant® enhance the
governance and accountability structures at delegatl administrative
authorities, building on the initiatives addressedn this report.

The Committee requests that the Ministry provide tle Committee Clerk
with a written response to this recommendation witin 120 calendar days
of the tabling of this report in the Legislature.

2.3. Ontario New Home Warranty Program

The Ontario New Home Warranty Program (ONHWP) wataldished in 1977 to
make new home warranty coverage mandatory. Atinte of the audit, the
Ministry had not been successful in negotiatin@dministrative agreement with
the ONHWP to define their respective roles andaesibilities in protecting
homebuyers in Ontario. The Auditor noted that beeatidid not have a formal
agreement in place, the Ministry could not effeetjvprovide any direction to the
ONHWP, or obtain adequate information about itsrafiens in protecting
homebuyers.

The Auditor noted that there were no data on comslao the ONHWP beyond
2000 because the ONHWP had stopped publishing @ntglin its annual report.
Furthermore, it was noted in the audit report thiate new home sales in Ontario
had steadily increased since 1998 and complaimtsntaeased slightly in
proportion, the number of claims approved had dedlisignificantly. Also, the
amount paid out to consumers had declined.

The Auditor recommended that the Ministry shouldetaction to ensure that
better accountability mechanisms are in place dbegt consumers buying new
homes in Ontario. Subsequent to the audit, ONHWPtlae Minister of
Consumer and Business Services signed a lettecotiatability establishing
formal reporting requirements and outlining thespective roles and
responsibilities.
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Committee Hearings
Dispute Resolution

The Committee discussed two of the areas wherarmmial Members of
Parliament receive the most complaints: that itgises are biased in favour of
the builder over the consumer, and bias againsil sun&ders over big builders.
The Committee also considered the matter of resgleomplaints and the
number of individuals that give up on the resolumocess’

Recent Initiatives

The Ministry indicated that ONHWP has introducechaetory, legally binding
time frames to avoid prolonged negotiations betwmelders and consumers. If,
at the end of an established mandatory, legallgibgtime period, the matter is
not resolved, the warranty program steps in witloraciliation decision. The
decision is appealable to the licence appealsrtati}

Various initiatives have also been undertaken tiregb issues of governance and
accountability, as follows:

« more transparent reporting and complaints managerka letter of
accountability signed asks for more informatiomg(edata and reports on
complaints handling, investigations and enforcemamd regular quarterly
reports);

« introduction of a more transparent nominations essdor the board of
directors which at present is completely controlgdhe Ontario Home
Builders’ Association and negotiations with ONHW&? Ministry
representatives on the ONHWP board;

 transparency around the use of builders’ monegdosumers’ and builders’
education, and how the compensation warranty pnogvarked, etc.; and

« anew consumer service centre was establishedrageaccess to
information and obtain the status of complaints.

Builders’ Fees

The Committee enquired about builders’ fees for @ and specifically
whether there is sufficient money in the accounetiuce costs to builders, which
are eventually passed on to consuniéfhe Ministry acknowledged that in the
past fees have been reviewed and adjustments ined®’ For example, fees
have been reduced in the last three years, arférdggam is currently looking at
options to improve consumer protectfirThe Ministry questioned the merit of
reducing its revenues significantly, and suggestatlit would want to establish a
solid record under its new provisions prior to logkat the status of the revenue
account?

Committee Recommendation

Accountability Structure
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The Committee concluded that an enhanced accolitytand governance
relationship with ONHWP needs to be pursued, withenframework of the letter
of accountability.

The Committee recommends that:

7. The Ministry of Consumer and Business Service$fisuld report to
the Standing Committee on Public Accounts on its gress in
improving the accountability and governance relatioship with the
Ontario New Home Warranty Program. In addition, the Ministry
should report to the Committee on the financial staus of the Ontario
New Home Warranty Program and review the appropriaeness of
builders’ fees on an ongoing basis.

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia within 120
calendar days of the tabling of this report in theLegislature.

2.4 Service Costs to Consumers

The Committee enquired about the cost of servides @ and following the
designation of these agencf@#\t issue is whether it is more expensive for
consumers with the introduction of DAAs (e.g., élieal inspections), than when
Consumer and Corporate Relations Branch was redgeniSor example, the
Committee discussed complaints from contractoegtetians and consumers
about exorbitant fees charged by the Electricagtyafssociation for inspection.

The Ministry indicated that fees are establishechbintract and in legislation,
under the purview of the DAA’s board of directorgloe administrative
authority®® Under the administrative agreements, DAAs areireduo follow an
established process for setting fees, which reguirat they consult with the
customer base and that the Minister is duly natiffeDAAs have to consult as
fees have an impact on the licensee or the regluéstetor, and approval of the
board of directors’ is required.

If it is questioned whether fees are in line, deevprocess is followeff There is
no mechanism to force a DAA to change the fee; hewdhe Minister has the
ultimate authority through the administrative agneat to cancel the
relationship’® In addition, DAAs are required to inform the Mitmisof their
rationale for a fee adjustment, demonstratingttiney have been set on a cost
recovery basis, without a proftt.Ultimately the Ministry must understand the
process, with the assurance that due diligencééas met on the rationale for
the fee increasés.

The Ministry explained that fees in 2004 are highan pre-delegation, which
occurred in approximately 1996, largely becausthefincrease in the cost of
doing business over the past decade, taking irtousnt various factors such as
inflation.”
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Committee Recommendation

DAA Fees and Remedy Option

The Ministry did not track consumers’ costs forvsaes formerly provided by the
province; however, as discussed in this sectiamMmistry now monitors the fee
process for each DAA? The Committee concluded that proactively monitgrin

fees by the Ministry is required to ensure thatstoners receive services at fair

value.

The Committee therefore recommends that:

8. The Ministry of Consumer and Business Servicefisuld review fees
charged by delegated administrative authorities om regular basis. The
Ministry should closely monitor these fees with th@bjective of

identifying excessive charges as early as possiltlegreby minimizing the
financial burden on consumers and industry, and thaeed to resort to the
fee remedy process.

The Committee requests that the Ministry provide tle Committee Clerk
with a written response to this recommendation witin 120 calendar days
of the tabling of this report in the Legislature.

3. COMMITTEE RECOMMENDATIONS

The Committee requests that the Ministry provide@ommittee Clerk with a
written response to the following recommendatioithiw 120 calendar days of
the tabling of this report in the Legislature, ws®therwise indicated in the
recommendation.

1. The Ministry of Consumer and Business Servicefisuld report to
the Standing Committee on Public Accounts on the gghication of its
modified enforcement regime, which has been recomgjired in
response to the need to distribute inspections resies across the
various industries. This report should provide detdls on the
application of resources based on its risk assessmgproviding a
detailed breakdown of the Policy and Consumer Protgion Services
Division’s enforcement activities (e.g., inspectia®) suspensions and
revocations, etc.)

The Committee requests that the Ministry provide tle Committee
Clerk with a written response to this recommendatia at the end of
fiscal year 2004-05.

2. The Ministry of Consumer and Business Service$isuld report to
the Standing Committee on Public Accounts on the atus of the
cemetery database project, with particular attentian to the reporting
deficiencies noted in this report (e.g., trust aceots).
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3. The Ministry of Consumer and Business Servicesisuld review and
report to the Standing Committee on Public Account®n whether the
current requirements governing trust funds are adegate to ensure
that cemeteries in the province are financially viale and properly
maintained. Where necessary, the report should indate the
Ministry’s plan to address this issue.

4. The Ministry of Consumer and Business Service$iguld report to
the Standing Committee on Public Accounts on the pghs to improve
its survey methodology, demonstrating that it meetthe Ministry’s
initial survey requirements (e.g., timely information on a frequent
basis and affordability).

5. The Ministry of Consumer and Business Servicesisuld monitor
the operation of DAAs on a timely basis and prepargerformance
reviews annually to ensure compliance with their repective
agreements and established outcome measures. Ala@omprehensive
review of the DAA initiative is required to ensurethat public safety
and consumers are being adequately protected und&AAs, and that
mechanisms are in place to ensure that DAA outcomese being
accurately reported. The Ministry should ensure th&a DAAs represent
the interests of consumers.

6. The Ministry of Consumer and Business Service$isuld report to
the Standing Committee on Public Accounts on its phs to enhance
the governance and accountability structures at debated
administrative authorities, building on the initiatives addressed in this
report.

7. The Ministry of Consumer and Business Service$isuld report to
the Standing Committee on Public Accounts on its mgress in
improving the accountability and governance relatioship with the
Ontario New Home Warranty Program. In addition, the Ministry
should report to the Committee on the financial staus of the Ontario
New Home Warranty Program and review the appropriaeness of
builders’ fees on an ongoing basis.

8. The Ministry of Consumer and Business Servicesisuld review fees
charged by delegated administrative authorities om regular basis.
The Ministry should closely monitor these fees witlthe objective of
identifying excessive charges as early as possiltleereby minimizing
the financial burden on consumers and industry, andhe need to
resort to the fee remedy process.
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