Chapter 3 Ministry of Housing

1.0 Summary

According to Statistics Canada, in 2016 there were
1.9 million low-income individuals in Ontario.
Low-income individuals are defined as living in a
household that takes home less than half of the
median after-tax income of households of its size.
When low-income Ontarians have to pay market-
rate rents for their housing, they are often left with
insufficient funds for essentials such as food. Some
low-income households end up living in housing
inadequate for their family’s needs or in shelters.

Housing is considered affordable when shelter

costs are no more than 30% of a household’s

total income before taxes. In response to this
reality, a variety of government programs have
been developed over many years aimed at help-
ing low-income Ontarians attain housing within
their means. These government programs form a
complex and often-confusing patchwork approach
to housing needs. Some programs fall within what
historically has been referred to as “social housing”;
some are termed “affordable housing”; and some
fall under neither category. They are as follows:

o “Social housing”: Households receiving
social housing benefits pay rent that is geared
to income: they pay rent equal to 30% of their
gross income. Between the 1940s and 1995,
the construction of these housing units was

Social and
Affordable Housing

funded by the federal and provincial govern-
ments. In 2001, the Province transferred
responsibility for the oversight and funding of
social housing to the municipal level, setting
up municipal “service manager” organiza-
tions. The Housing Services Act (Act) speci-
fies how many households each municipal
service manager must provide social housing
for; these total almost 187,000 province-
wide. Social housing units are operated by
housing providers, which are not-for-profit
organizations, co-ops, private landlords, or
municipal corporations.
“Affordable housing”: Since 2002, the
federal and provincial governments
have jointly funded initiatives aimed at
increasing housing and housing supports
intended for low-income households. Four
programs are currently offered through
federal-provincial funding:
o grants for the construction of new
rental units;
o rent subsidies for low-income households;
e renovation grants; and
o down-payment assistance for home pur-
chases by low-income households.
“Other pre-1996 housing”: During the years
that the social housing stock was built, the
same housing providers also built about an
additional 78,000 units that are not covered
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by the almost 187,000 social housing subsidies
in the Housing Services Act. Some of these
units offer rents geared to income; others
offer rents lower than market rates, but not
geared to income.

Although there continues to be debate in this
area, legal experts generally agree that, constitu-
tionally, neither the federal government nor the
provinces are legally required to provide affordable
housing, nor are they prevented from doing so.
This has enabled the Province to take action as it
chooses, such as passing legislation regarding eligi-
bility for social housing, while not assuming overall
responsibility for developing and implementing a
comprehensive approach to what many deem to
be a growing housing crisis in Ontario. Although
it is a common perception that municipalities are
now responsible for housing, they are in fact only
responsible for providing social housing to 186,717
households as defined in the Act. Applicants on
their social housing wait lists, and other households
needing below-market rentals are not legally the
municipalities’ responsibility to address.

The Province has assigned some of this respon-
sibility to municipal service managers by requiring
them to develop 10-year Housing and Homeless-
ness Plans. However, the plans, for the most part,
lack clear objectives and quantifiable targets and
outcomes needed to successfully address housing
needs. This is likely due to the fact that municipal
service managers have no legal obligation to
invest in housing programs (apart from the almost
187,000 social housing subsidies they are required
to provide). In fact, about half of the municipal
service managers that responded to our survey did
not invest municipal dollars in housing, beyond
social housing.

Consequently, our audit found that there is
no provincial strategy to address the growing
social housing wait lists (185,000 households
waiting as of 2016), the needs of the growing
number of low-income Ontarians (1.9 million in
2016), and the risk of losing almost one-third of
the existing affordable rental units in the prov-

ince (about 83,000 of 285,000 units). Given the
broader social and economic implications of so
many Ontarians living in inadequate housing, it
would be reasonable for the government to have a
comprehensive strategy.

Some specific observations in this audit include:
Ontario has one of the largest social hous-
ing wait lists in the country—wait times are
lengthy and growing even longer. There are
more people on wait lists for social housing
than are currently receiving social housing
benefits. As of December 2016, Ontario’s
wait list of 185,000 households, representing
about 481,000 people, is 3.4% of its total
population, the highest in the country. The
number of households on Ontario’s wait lists
has increased by 36% in the last 13 years for
which this information was available. Yet
the Ministry of Housing (Ministry) has not
investigated why so many people are waiting
for social housing, or why the numbers are
increasing (although at a declining rate), and
it has not developed a strategy to address the
growing wait lists. Applicants on the wait
lists can only receive a social housing subsidy
when vacancies are created. However, few
vacancies are created—only about 5% of
people on the wait lists are housed in a given
year. Wait times at the nine municipal service
managers we visited ranged from 1.8 years to
over nine years for a social housing subsidy. In
addition, the number of vacancies filled across
the nine municipal service managers we vis-
ited fell by 18% from 2012 to 2016.

Ontario does not do enough to integrate

its housing and employment supports to
encourage and help social housing tenants
move to a market-rate unit. Other provinces,
such as British Columbia and Saskatchewan,
have better integration of housing and
employment supports; tenants transition off
social housing in about five to seven years,

on average. In Ontario, however, housing

and employment supports are not integrated.



As well, there is little incentive for social
housing recipients to improve their incomes.
We calculated that an individual working full-
time at a minimum-wage job (earning about
$21,750) and paying market rent would have
roughly the same disposable income after rent
as someone living in social housing but not
working full-time.

Applicants on social housing wait lists

face affordability challenges. Although the
Ministry does not collect information on the
difficulties faced by those on wait lists, a few
municipal service managers have conducted
surveys of applicants on their wait lists to

try to gain a deeper understanding of their
situations. For instance, about one-fourth of
households surveyed waiting on one munici-
pal service manager wait list paid about 40%
of their income on rent (in excess of the 30%
generally accepted as the standard for afford-
ability). About 52% of households surveyed
were rooming with family, friends or in other
temporary housing arrangements with no
security of tenure. About 22% of households
surveyed on wait lists could not make rent
and utility payments and owed arrears to their
landlords or utility companies, and about 5%
of the applicants surveyed were currently
under eviction proceedings.

Housing is provided on a first-come first-
served basis, not on assessed need. In light
of the fact that there so many people are on
wait list, one might expect the Ministry to
take particular interest in ensuring that those
households with the greatest need receive
housing when it becomes available. However,
the Act does not require prioritization of
people on wait lists according to their needs
(apart from victims of abuse who receive
priority). We noted that British Columbia,

for example, assesses factors such as income
level, current rent paid, and adequacy of cur-
rent housing conditions when making housing
decisions, whereas in Ontario, most applicants

receive a subsidy based on when they joined
the wait list. Of particular note:
Applicants on the wait lists have been
found to own significant assets. At three
municipal service managers’ locations,
we noted a total of about 900 eligible
applicants on the wait lists owned at least
one home.
Applicants already receiving rent subsidies
under an affordable housing program
can have a higher spot on the wait list
than other applicants whose needs can be
greater because they do not receive any
financial assistance for rent.
Applicants who are not residing in Ontario
also maintain a spot on the wait list, ahead
of other Ontarians living in the province.
Some applicants, having waited years for
a unit, have in fact refused adequate units
offered in their preferred buildings. Such
applicants continue to be ahead of others
who have not received any unit yet. Refusal
reasons cited at two municipal service man-
agers that track this information include
not wanting to move at that time, and not
liking the building aesthetically.
Affordability challenges likely to increase
when housing contracts expire over the
next 15 years. Contracts that obligate
housing providers to offer affordable rents
began to expire in 2007; about 50% will
have expired by the end of 2020, and the last
by 2033.
If housing providers do not renew their
contracts with municipal service managers,
up to 83,000 current below-market rentals
could convert to market-rate rents. We
gathered information from 16 responding
municipal service managers through our
survey and noted that 5,800 units have
been converted to market-rate rentals (the
Ministry does not have complete informa-
tion on the number of units that have
converted to market rents).
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At the discretion of the housing provider,
rent geared-to-income benefits for some
tenants (benefits not covered by the Act
and separate from the almost 187,000
legislated social housing subsidies) can
also be removed when contracts expire,
leading to tenants paying full rent for their
units. These subsidies can be quite large
if households, such as senior households,
have low incomes. We obtained informa-
tion from 12 municipal service managers
that responded to our survey that track this
information, and found that a total of 124
out of 256 subsidies had been eliminated
by housing providers in their areas. The
Ministry does not track how many tenants
pay rent geared to income not covered
under the Act, nor does it gather details on
whose subsidies have been removed.
Few affordable units built since 1996.
Despite an increase in demand for units
with below-market rents, only 20,000 such
units have been built in the last two decades.
Governments have not made the building of
affordable rental units a priority. Since 1996,
1.3 million new condominium units and
houses have been built in the province, but
only 61,000 market-rate rental units and the
20,000 affordable rentals have been added.
Not-for-profit development of rentals and
houses is not being encouraged. Partner-
ships with not-for-profit organizations are
important. Between the 1960s and 1996, they
built about 93% of Ontario’s existing supply of
below-market rentals. However, current hous-
ing programs do not promote development by
not-for-profits. Funding stipulations and strict
requirements make it challenging for muni-
cipal service managers to build partnerships
with not-for-profit organizations:
We found that at eight of the nine muni-
cipal service managers we visited, only
one-third of developers of affordable rent-
als were not-for-profits versus two-thirds

private. Funding stipulations make it dif-
ficult for not-for-profits to qualify for grants
to build affordable rentals. Not-for-profit
development is beneficial because, in some
areas of the province, private developers
have not shown an interest in building
affordable units; thus, development by
not-for-profit organizations is perhaps the
only way to build new units in these areas.
Further, because it is not the objective of
not-for-profits to earn a profit, they can
provide affordability benefits in perpetuity
(private developers are only required to
provide affordability benefits for 20 years).
For instance, a 2016 study completed by
the Ministry found that, once their contract
periods had expired, nine out of 10 private
developers converted their affordable
buildings to condominiums or increased
rents to market rates.

In addition, we noted that almost all
municipal service managers we visited

that could partner with not-for-profits to
build affordable houses were not doing so.
These municipal service managers either
decided to stop delivering the program or
have started phasing it out because of strict
funding stipulations (prescribed jointly

by the Ministry and the federal govern-
ment) that make it difficult to partner with
not-for-profits without risking losing the
funding and cancelling projects mid-way.
Funding stipulations state that funding

is provided only after a buyer signs a
purchase agreement. However, the sign-
ing of this agreement does not correlate
with when construction costs are actually
incurred; therefore, not-for-profits can
incur significant construction costs prior to
this. This can sometimes lead to financial
difficulties. For instance, in one area, half of
the housing units a not-for-profit planned
to build could not be built, and had to be
cancelled, because the not-for-profit did not



receive the needed funding when it experi-
enced financial difficulties well in advance
of having a signed purchase agreement
with the buyer.
Municipal Service managers are cur-
rently not providing social housing to all
households they are required to by law.
Since 2004 (the first year this information is
available), municipal service managers have
been providing social housing, on average to
168,600 households instead of the 186,717
mandated by the Housing Services Act. The
Ministry has taken limited action to assess
why municipal service managers have been
providing available social housing to, on aver-
age, around 18,120 fewer households annu-
ally than required, or to enforce compliance
with the legislated standard. Our audit found
that this is occurring for several reasons:
Tenants who become ineligible for
social housing can continue to reside in
their units. Ontario’s Residential Tenan-
cies Act prevents former social housing
recipients, who are no longer eligible for
social housing, from being requested to
vacate. Therefore, fewer vacancies are
available for current applicants. Thirty of
the 38 municipal service managers that
responded to our survey indicated that this
prevents the municipal service manager
from providing the legislated number of
social housing subsidies.
Thousands of units unused because of
poor condition of repair. Vacant units can
only be offered to prospective tenants if
they meet minimum health and safety stan-
dards. As of December 2016, there were
about 6,300 vacant social housing units
that are not being provided to tenants. This
situation is only likely to worsen as the
social housing stock, built several decades
ago, ages.
Housing providers have been found to
fill vacancies with non-social-housing

tenants. Municipal service managers that
account for about two-thirds of the 187,000
social housing subsidies that must be pro-
vided according to the Act indicated to us
that they could not provide the minimum
number of social housing subsidies because
housing providers were filling vacancies
with non-social-housing tenants, despite
their contractual obligations. The number
of vacancies filled with non-social-housing
tenants is unknown because the Ministry
does not require municipal service man-
agers to gather this information.

With regard to the two affordable housing
programs, rent subsidies and renovation grants,
our audit found that municipal service managers
were generally using the funds as intended,
and were providing the necessary supports to
low-income individuals.

In addition, on a positive note, our audit found
that, in September 2017, the Ministry implemented
a new tool—the portable housing subsidy—that
would help municipal service managers meet the
legislated standard of providing social housing to
the 186,717 households. Currently, about 10 in
11 households that municipal service managers
are required to assist under the Act are receiving
social housing. Prior to this change, social housing
subsidies could only be provided at units dedicated
for social housing; the portable nature of the new
tool allows municipal service managers to meet the
standard even if dedicated social housing units are
unavailable for various reasons discussed earlier.
(Dedicated units are owned by housing provid-
ers that are legislated to provide units to a social
housing tenant or are secured through contracts
with other housing providers.) We encourage the
Ministry to work with municipal service managers
in adopting the new tool, which is currently not
mandatory, so the full standard of assisting 186,717
households can be met.

This report contains 15 recommendations, with
24 action items, to address our audit findings.



Our audit concluded that the Ministry of Housing
did not have effective systems and procedures

to oversee and co-ordinate the delivery of social
and affordable housing programs and services. It
did not ensure that social housing was delivered
in compliance with legislated requirements with
respect to the minimum number of about 187,000
households that are required to be provided social
housing benefits. It did not have a strategy that
seeks alignment and encourages efforts of all gov-
ernment levels toward meeting its goal of ensuring
that everyone in Ontario has an affordable and
suitable home. The Ministry also did not measure
and publicly report on the effectiveness of housing
programs in Ontario.

. OVERALL MINISTRY RESPONSE

The Ministry of Housing (Ministry) acknow-
ledges the complexity of the affordable and
social housing system in Ontario. The Ministry
recognizes the need for improvements to
move toward the government’s vision that
every person has an affordable, suitable, and
adequate home to provide the foundation to
secure employment, raise a family and build
strong communities.

The Long-Term Affordable Housing Strategy
Update, released in March 2016, outlined a
number of commitments to continue progress
toward this vision, and as outlined in this report,
some progress has been made in recent months.
However, more work remains to be done.

In particular, the government has committed
to transforming and modernizing social housing
in Ontario to be more efficient, people-centred
and sustainable. Over the past eighteen months,
the Ministry has worked with a group of sector
stakeholders to begin the design of a modern
framework. In early November, the Minister of
Housing launched broader sector consultations
on a draft framework for social housing.

In addition, the Ministry is currently
involved in negotiations, along with other
provinces and territories, with the federal gov-
ernment on a National Housing Strategy. The
federal government has committed to further
investment in social and affordable housing,
including reinvestment of the federal govern-
ment’s declining funding for social housing.

The Ministry looks forward to concluding these
negotiations and leveraging federal investments
to support a more effective, sustainable housing
system. Through these initiatives, and other
activities, the Ministry looks forward to working
with the federal government, municipalities,
and other sector partners to address the findings
of this report.

According to Statistics Canada, in 2016 there were
1.9 million low-income individuals in Ontario. A
low-income household is defined as one that takes
home less than half of the median income, after
taxes, of households of its size.

When low-income Ontarians have to pay
market-rate rents for their housing, they are often
left with insufficient funds for essentials such as
food. Some low-income households end up living
in housing inadequate for their family’s needs or
in shelters.

Experts, including academics, have concluded
that having adequate and affordable housing
reduces the stress associated with unaffordable
and short-term housing arrangements. It also frees
up income to purchase other goods and services
essential for finding and maintaining employ-
ment, taking care of dependents, and generally
maintaining a decent standard of living. Having
adequate and affordable housing can also reduce
demand for public services including homelessness
shelters, emergency and non-emergency medical



services and justice sector services. For instance,
the Ministry reported that the average cost of
providing social housing to one household is about
$613 per month. In comparison, one shelter bed
costs $2,100 per month (more than three times
more expensive), one long-term care bed costs an
average of $3,960 per month (more than six times
more expensive), one correctional facility bed costs
an average of $4,300 per month (seven times more
expensive), and one hospital bed costs an average
of $13,500 per month (22 times more expensive).

Widely accepted standards set by the Canada
Mortgage and Housing Corporation (CMHC) define
affordability, suitability and adequacy in housing as
being met when housing costs are less than 30% of
before-tax income; there are enough bedrooms in
a unit to appropriately accommodate each family
member; and the housing does not require major
repairs. Thus, in order for low-income households
to meet the affordability standard, they need access
to rentals that are subsidized or have below-market
rents. In response to this reality, a variety of govern-
ment programs have been developed over many
years aimed at helping low-income Ontarians
attain housing within their means. Some programs
fall within what historically has been referred to
as “social housing”; some are termed “affordable
housing”; and some fall under neither category.

In Ontario, there are currently about 285,000
rentals with below-market rents. The need for
affordable housing in Ontario is greater than these
285,000 units, as evidenced by the large number of
low-income households. The Province has joined
with the federal government in funding programs
to address housing needs. We discuss these pro-
grams in the following sections. An overview of all
housing programs is presented in Figure 1.

Of the 285,000 units with below-market rents,
about 265,000 units were built before 1996 and
are comprised of social housing and other pre-1996

housing. Total value of these units is approxi-
mately $30 billion. The remaining 20,000 units,
termed “post-2002” housing, were built through
the “affordable housing” initiatives (discussed in
Section 2.1.2).

Households receiving social housing benefits pay
rent that is geared to income: they pay rent equal to
30% of their gross income. For example, if a person
living in a social housing unit earns $2,000 per
month, his or her rent would be $600 a month. The
Housing Services Act, 2011 (Act), legislates that a
total of 186,717 households are required to receive
social housing benefits. This was the number of
households to which the Province was providing
social housing when it downloaded responsibility
for social housing to the municipalities by the end
of 2001.

Historically, social housing benefits could only
be provided within a dedicated social housing
unit. However, as of September 2017, the Act was
amended to allow municipal service managers
to provide social housing benefits as portable
subsidies that can be applied toward market-rate
rents in non-social-housing units. Our audit did
not include a review of these portable subsidies as
municipal service managers are currently in the
initial stages of implementing the subsidy.

Up until the portable subsidies were introduced
in September 2017, social housing was mostly
considered to be housing that was built between
the 1940s and 1995. These units were built through
various federal, federal/provincial and provincial
funding initiatives. Housing providers entered into
contracts that required them to provide a total
of nearly 187,000 units to social housing tenants
in Ontario.

Prior to 2001, social housing was the respon-
sibility of the federal and provincial governments;
however, by the end of 2001, the oversight and
funding responsibilities for social housing units had
been transferred to municipal governments. When
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this took place, the Province designated “municipal 2. How to determine eligibility: An applicant

service managers” to administer social housing at who is a Canadian permanent resident
the municipal level; areas administered by munici- 16 years of age or older is eligible if his or her
pal service managers are known as “service areas.” income is less than the prescribed maximum
In southern Ontario, a municipal service manager annual household income. Figure 3 presents
can be an upper- or single-tier municipality, or a income limits set out in the Act for determin-
group of upper- and single-tier municipalities. In ing eligibility for different social housing units
Northern Ontario, however, because municipalities based on bedroom-size. Municipal service
have smaller populations and are spread over large managers are allowed to change these, and
geographic areas, the government grouped munici- often do so, to respond to high or increasing
palities into 10 District Social Services Administra- rents. The Act includes no other eligibility
tion Boards that act as municipal service managers. criteria than income level. However, the Act
Figure 2 provides a brief history of the transfer of does not preclude municipal service managers
social housing to the municipal level. from adding asset limits as further eligibility
The Act is the overarching legislation that criteria, which some have done. When a unit
prescribes certain program requirements for social becomes available, an eligible household is
housing. Municipal service managers are expected matched to a unit type, such as a bachelor
to follow these requirements while delivering and or one-bedroom unit, based on the number
administering the social housing program. These of people in the household. For example, a
requirements include: household with two parents and one child
1. How many households should receive can be eligible for a two-bedroom unit if their
social housing benefits: The Act prescribes household income is below $42,300. Once
the minimum number of households that eligible, applicants are placed on the social
should receive social housing benefits in each housing wait list for the service area they have
service area (with a total of 186,717 provin- applied in. The Act specifies, for the most part,
cially.) See Appendix 1 for each municipal that applicants on the wait list be housed on a
service manager’s quota. first-come, first-served basis.

Figure 2: Timeline of the Devolution of Almost 187,000 Social Housing Subsidies

Prepared by the Office of the Auditor General of Ontario based on information obtained from the Ministry of Housing

1940s-1995 Construction of social housing units:
The federal and provincial governments funded the construction of about 187,000 units that are required
to be used for social housing. Some were built through joint federal-provincial funding, and others through
only provincial funding.

1996-2000 Province negotiates with municipalities to transfer social housing:
Prior to 2001, the Province and the federal government were responsible for providing social housing in
Ontario. In 1996, the Province made a decision to download to the municipalities (service managers) its
responsibility for providing social housing for the approximately 187,000 households now covered by the
Housing Services Act. Between 1996 and 2000, the Province negotiated with the municipalities to devolve
this responsibility, and in exchange, take over some of the costs related to education.

2001 Transfer of social housing to municipalities complete:
Municipal service managers would now be responsible for providing approximately 187,000 social housing
subsidies. The federal government would continue to provide, until 2033, some social housing funding
to the municipalities; however, municipalities would be responsible for covering a majority of the costs
relating to the approximate 187,000 subsidies. The Province would no longer fund social housing.




Figure 3: Income Limits for Determining Eligibility for

Social Housing

Prepared by the Office of the Auditor General of Ontario based on information
obtained from the Housing Services Act, 2011

Bachelor 29,200
1 bedroom 35,400
2 bedroom 42,300
3 bedroom 49,100
4 bedroom + 58,900

*Income limits vary across different service areas of the province.
Amounts presented in this figure are averaged across the province.

3. How to calculate tenant income in order to
determine rent payable: The Act prescribes
that tenants’ rents be geared to their before-
tax incomes. It also prescribes which types
of income should be included and excluded
when determining rent payable. For example,
the Act requires that employment income be
included but certain types of pension income
excluded when calculating a tenant’s income.
The tenant then pays rent that is equal to 30%
of his or her before-tax income.

As of December 2016, 185,000 applicants in
Ontario were on a wait list to receive a social hous-
ing unit, according to the Ministry. At the nine
municipal service managers we visited, we found
wait times that ranged from an average of 1.8 to
over nine years.

In addition to the nearly 187,000 social housing
units, there are about another 78,000 units that
were also built by the same housing providers
that built the social housing units—these are
referred to as “other pre-1996 housing,” and not
social housing.

These units were also built through various
federal, federal/provincial and provincial fund-
ing initiatives. At the time these units were built,

housing providers entered into contracts with

the provincial or federal government that gave
them the initial funding to provide various forms

of subsidized housing—some are contractually
required to offer rents geared to income (similar to
social housing); others are contractually required to
offer rents lower than market rates, but not geared
to income.

As mentioned, when social housing and other pre-
1996 housing were built, housing providers entered
into contracts to provide the subsidized housing.
Contracts with some of the housing providers were
subsequently cancelled, and the responsibilities

of those housing providers’ incorporated into
legislation (currently under the Housing Services
Act, 2011).

After the contracts expire, for those that con-
tinue to have existing contracts, housing providers
are no longer required to provide the different
forms of subsidized housing they currently provide.
These contracts began to expire in 2007; the last
contract will expire by 2033.

In 2002, the federal and provincial governments
began providing funds to municipal service man-
agers to expand the housing stock and provide
financial supports to low-income households. These
initiatives are often referred to as “affordable hous-
ing” programs (distinct from “social housing”).

As Figure 4 shows, the funding has been
delivered through five funds over varying periods
of time. Currently, funding is provided under
two funds as shown in Figure 4: $801 million
provided over six years under the Investment in
Affordable Housing-Extension, and $404 mil-
lion over three years provided under the Social
Infrastructure Fund.
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Four programs are currently offered through
these federal/provincial funds:

e construction grants for affordable rental units

(which we refer to as “post-2002 housing”);

e rent subsidies;

e renovation grants; and

e down-payment assistance.

Details on each program, including an overview
of housing benefits provided under each program,
are presented in Figure 1.

Municipal Service Managers Choose Which

Programs to Offer
It is up to each service manager to choose which of
the four programs it wants to offer in its area, and
can choose to continue, or discontinue, providing
funding for any of the four programs. Figure 5
shows how many municipal service managers offer
each program.

Municipal Service Managers Can Set Income
Thresholds below Prescribed Limits
Households that can apply to these programs are

required to have incomes below a certain threshold.

These income thresholds are established locally
by each municipal service manager; consequently,
they vary across the province. They can also vary
from program to program within the same service

Social and Affordable Housing

area. However, they are required to be below max-
imum thresholds prescribed jointly by the Ministry
and the federal government (prescribed thresholds
are set at 60% of the average household income in a
given area). For example, Figure 6 shows details on
income limits established in two different areas of
the province.

2.1.3 Other Housing Programs

In addition to social housing, other pre-1996
housing, and affordable housing programs, about
6,500 Ontarians are currently receiving monthly
rent supplements under the Strong Communities
Rent Supplement Program. These supplements
began being offered in 2003, and will continue to
be offered until 2023. (Additional details on this
program are also found in Figure 1.)

In addition to these programs discussed here,
municipal service managers can also deliver hous-
ing programs using their own municipal funds.
About half of the municipal service managers we
surveyed indicated that they provided housing pro-
grams in their areas using municipal dollars, while
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the other half indicated they have not. Municipally
funded housing programs offered by municipal
service managers are similar to the provincially and
federally funded affordable housing programs such
as rent subsidies and down-payment assistance.

Figure 5: Number of Municipal Service Managers That Offer the Various Affordable Housing Programs

Source of data: Ministry of Housing

Program 1—Construction of
Affordable Rental Units

Program 2—Rent Subsidies
for Low-Income Households

Program 3—Renovation Grants

Program 4—Down Payment Assistance
for Low-Income Households

42

45

40

39

T
0

* There is a total of 47 service managers in the province.

47*
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Figure 6: Income Limits* for Eligibility in Two Service Areas ($)

Source of data: Information obtained from two service managers

Income Limitsin  Income Limits in

Program Type Municipality A Municipality B
Program 1—Construction of Affordable Rental Units

o , , 59,800 36,200
Income limits for tenants to qualify to move into affordable rentals
Program 2—Rent Subsidies for Low-Income Households

o ) . 53,700 42,700
Income limits for renters to qualify for rent subsidies
Program 3—Renovation Grants

o . . , 63,700 60,000
Income limits for households to qualify for receiving renovation grants
Program 4—Down Payment Assistance for Low-Income Households:

90,500 55,000

Income limits for households to qualify for down-payment assistance

* For Programs 1, 2 and 3, income limits vary depending on the size of the unit, or the size of the household; therefore, average income
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limits are presented in this figure.

2.2 Funding for Housing Programs

Over the past five years, about $1.5 billion, on
average, has been spent each year on housing
programs across all three levels of government.
Figure 7 provides an overview of funding over the
past five years. Social housing is primarily funded
by federal and municipal (service manager) dollars,
whereas the four “affordable housing” programs
are primarily funded equally by the Province and
the federal government.

Social Housing Is Mainly Funded by the Federal

and Municipal Governments
About $1.35 billion has been spent annually over
the past five years to support social housing in
Ontario. This money is provided by the federal
(29%) and municipal (service manager) govern-
ments (70%); the Province only contributes
about 1% toward social housing costs, most of
which relates to Indigenous social housing in
Northern Ontario.

Funding for the Four Affordable Housing

Programs Is Mainly Provided by the Federal and

Provincial Governments
About $125 million has been spent annually over
the past five years by the federal and provincial gov-
ernments to deliver the four “affordable housing”
programs discussed earlier. The two governments
generally contribute equally to these programs.
(Figure 8 shows the calculation used to determine
each municipal service manager’s allocation.)

In addition, municipal service managers can
also opt to add their own money to these initiatives.
However, they are not required to do so—about half
of the municipal service managers have opted to
add their own money, whereas the other half have
not. On average, municipal service managers have
invested about an estimated $38 million annually
over the past four years for which this data was
available. (This is based on amounts municipal
service managers have reported to the Ministry;
however, not all municipal service managers have
reported this information as it is not a require-
ment.) Figure 9 shows the approximate amounts
disbursed under each of the four programs by
municipal service managers.



Figure 7: Total Funding for Social and Affordable
Housing, 2011/12-2015/16 ($ million)

Source of data: Ministry of Housing

Affordable Housing

$1,800 Social Housing

$1,600 -
$1,400{ 50
$1,2004 1,340
$1,000
$800 4
$600 -
$400
$200 -
$0

200 180 150 230

1340 1360 1360 1340

Funding Provided ($ million)

All three levels of government are involved in some
capacity in the delivery and oversight of housing
programs. We discuss in the following sections the
roles and responsibilities of each government, as
well as the role of housing providers. Figure 10
provides additional details on the roles and respon-
sibilities of the parties involved in the delivery of
housing programs in Ontario.

Housing providers are landlords that manage and
oversee three types of rental units—social housing,
other pre-1996 housing, and post-2002 housing.
These providers have legal ownership of their units
and can be one of:
a municipally owned housing provider, such
as Peel Housing Corporation, or Toronto Com-
munity Housing Corporation;
a not-for-profit or co-operative housing cor-
poration, such as the Federation of Chinese
Canadian Professionals Non-Profit Housing
Corporation or Edenwood Seniors Village; or
a private landlord.

There are about 1,200 not-for-profit and
co-operative housing providers, and about 400
private landlords. The housing providers report to
one of the 47 municipal service managers, whose
responsibility is to deliver and administer housing
programs in their areas.

As discussed earlier, 47 municipal service man-
agers were created by the Province in 1998 when
responsibility for social housing began to be
transferred from the Province to the municipalities
(the transfer was complete by 2001/02). Since
2001/02, municipal service managers’ roles have
evolved; today they are responsible for delivering
and administering all housing programs, with the
exception of Indigenous housing programs.

The Ministry of Housing’s (Ministry) goal, as stated
in its Long-Term Affordable Housing Strategy, is to
ensure that everyone in Ontario has an affordable
and suitable home.

Prior to 2002, the provincial government was
heavily involved in housing. It had funded (par-
tially with the federal government, or completely
through its own funding initiatives) the creation
of many of the 265,000 units that comprise social
housing and “other pre-1996” housing.

Since the transfer of social housing to municipal
service managers in 2002, the Ministry no longer
provides housing programs directly to Ontarians.
Instead, it provides funding to municipal service
managers through the affordable housing funds.

In 2010, the Ontario Government issued the
Long-Term Affordable Housing Strategy (Strategy)
which the Ministry is responsible for implementing.
Section 2.4 provides details on this Strategy and
the Ministry’s actions since 2010.
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Figure 8: How a Service Manager’s Allocation for Affordable Housing Programs Is Calculated

Source of data: Ministry of Housing

% of Ontario households living

Total Available Funding x ( in service area

) . ( % of Ontario’s core-housing need* )

households living in service area

2

* Ontarians are considered to be in core-housing need when they pay more than 30% of their gross income in rent.

The Canada Mortgage and Housing Corporation
(CMHC) is a federal Crown corporation that reports
to Parliament through the Minister of Families,
Children and Social Development.

Prior to 1986, the federal government uni-
laterally funded the construction of many of the
265,000 units. Since then, it has not been directly
involved in the construction of new units, or the
delivery of housing programs in Ontario in general.
Today, the CMHC provides funding for social hous-
ing, but has no other responsibilities related to
social housing. It also provides funding for some of
the “other pre-1996” housing units.

The CMHC takes the lead role in funding the
four affordable housing programs (discussed in
Section 2.1.2). The provincial government matches
this funding dollar-for-dollar.

In 2010, the government issued the Long-Term
Affordable Housing Strategy (Strategy). Although
termed “strategy,” the 2010 Strategy does not
constitute an action plan—it essentially identifies
several areas of improvement across four broad
categories. The Ministry is tasked with developing
and implementing an action plan to address the fol-
lowing four categories:

ensuring that existing housing programs are

aligned with people’s needs;

strengthening partnerships with stakeholders;

providing additional tools to municipal

service managers in developing new housing

options and in retaining existing affordable
housing; and

clarifying roles and responsibilities of the
provincial and municipal governments
(service managers).

Six years later, in 2016, the Ministry published
an update to this Strategy. The update detailed
actions the Ministry will take to address areas of
improvements in the four categories. For instance,
the Ministry committed to make legislative changes
to allow municipalities to direct private developers
to build mixed-income housing and to eliminate
extra charges that new home buyers have to pay
when building secondary suites (such as basement
apartments). The Ministry accomplished the legis-
lative changes in 2016 and is currently working on
developing regulations to implement the changes.

Below we also discuss other major actions that
have been fully implemented since the 2016 update
to the Strategy.

In 2012, the Social Housing Reform Act, 2000 was
repealed and the Housing Services Act, 2011 (Act)
enacted. This new legislation supported better
decision-making at the municipal service manager
level and helped clarify and redefine roles and
responsibilities. For example, the older Act required
ministerial consent for many items, such as mort-
gage renewals of housing providers; under the new
Act, these decisions can be made at the municipal
service manager level.

The Act also required municipal service man-
agers to develop a 10-year Local Housing and
Homelessness Plan to address local housing and



Figure 9: Average Amount Spent Annually for Four
Affordable Housing Programs, 2011/12-2015/16

Source of data: Ministry of Housing

Construction Grants
$67 million (54%)

Rent Subidies
$36 million (29%)

Renovation Grants
$17 million (13%)

Downpayment Assistance
$5 million (4%)

Note: Totals presented in this figure do not include about an average of
$38 million in contributions made by municipalities. Breakdowns of municipal
contributions amongst the four programs are not available.

homelessness needs. Municipal service managers
are required to include in each of their plans an
assessment of current and future housing needs

in their areas; objectives and targets related to
housing needs; and a description of how progress
toward meeting the objectives and targets will be
measured. The Act directs that municipal service
managers review their plans at least every five years
and adjust them as they consider necessary.

2016—Municipal Service Managers Are Now
Required to Keep a Record of the Total Number
of Homeless Persons in Their Area
Information on the number of homeless persons
in Ontario can assist governments in developing
better strategies to address local housing problems.
Beginning in 2018, municipal service managers are
required to record the number of homeless people
in their area, with subsequent counts occurring
every two years after that.

Social and Affordable Housing

2016—Tenants Are Not to Be Requested to

Vacate When They Stop Being Eligible for

Social Housing
Since 2016, housing providers are not allowed to
request former social housing tenants who are still
residing in their buildings to vacate (unless they
have committed social housing fraud). Prior to this,
legislation was silent on whether a housing pro-
vider could request former social housing tenants
residing in their buildings to vacate if the tenant
ceased to be eligible for social housing.

2017—Implementation of Portable Subsidies for

Social Housing
Previously, to meet the mandated requirement of
providing social housing to 186,717 households,
municipal service managers could only provide
social housing benefits to the 186,717 households if
the household was living in a dedicated social hous-
ing unit. Dedicated units are owned by housing pro-
viders who are legislated to provide units to a social
housing tenant or are secured through contracts
with other housing providers. In September 2017,
the Housing Services Act, 2011 was amended to
allow municipal service managers to provide these
subsidies to qualified households as a monthly,
portable benefit, regardless of where they live. In
other words, the subsidy can now be used toward
paying rent in a market-rate rental unit.
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3.0 Audit Objective

and Scope

Our audit objective was to assess whether the
Ministry of Housing (Ministry) has effective
systems and procedures in place to oversee and
co-ordinate, together with the federal government
and municipalities:
o the delivery of social housing programs with
due regard for economy and efficiency, and in
compliance with prescribed requirements;
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Figure 10: Roles and Responsibilities of the Parties Involved in the Delivery of Housing Programs in Ontario
Prepared by the Office of the Auditor General of Ontario

Housing Providers

Collect rent from tenants; specifically for social-housing tenants: calculate a tenant’s
geared-to-income rent payable

Ensure that rental units are in adequate and suitable living condition, meeting all required
health-and-safety standards

Manage the building and related facilities to ensure they are in good working order

Service Managers
(Municipal Level)

Oversee housing providers of social-housing units to ensure that they correctly calculate

tenants’ geared-to-income rent as per legislation, and ensure that they have adequate
property-management practices

Oversee housing providers of “other pre-1996 housing” and “post-2002 housing” to ensure they
provide rental units at below-market rents to eligible low-income households

Ensure that the minimum number of households in its service area that are required to received
subsidized social housing, according to the Housing Services Act, 2011, do so (provincial total is
186,717 households receiving social-housing benefits)

Deliver the four affordable housing programs in accordance with joint federal/provincial

program guidelines

Determine eligibility for social housing, and, for the most part, all four affordable housing
programs; process applications for each program, and maintain social housing wait lists
Develop 10-year Housing and Homelessness Plans, which include an assessment of housing and
homelessness needs in their areas and an action plan to address those needs

Ministry of Housing
(Provincial Level)

Develop regulations for the Housing Services Act, 2011 (such as how geared-to-income rent

is calculated)

Match federal contributions provided under the affordable housing funds, and establish high-level
eligibility requirements and develop program guidelines for these programs

Co-ordinate the transfer of social housing funding from the federal government to municipal
service managers

Provide assistance to certain municipally-owned housing corporations in addressing
environmental remediation issues

Canada Mortgage and
Housing Corporation
(Federal Level)

Maintain key policy and decision-making responsibilities for the four affordable housing programs,
such as establishing funding stipulations, and guidelines on how the money can be used

Gather information on the number of Ontarians who live in core housing need (that is, their shelter
costs account for more than 30% of their income). This information is used by the Ministry to
calculate service managers’ funding allocation for the four “affordable housing” programs.
Conduct vacancy and rent surveys twice a year and publish vacancy rates and average rents. This
information is used by service managers to calculate the portable subsidies.

a strategy that seeks alignment and encour- Our scope included social and affordable hous-
ages efforts of all government levels toward ing in Ontario. We did not examine supportive
meeting the goal of ensuring that everyone housing programs, such as housing and supports
in Ontario has an affordable and suitable for adults with developmental disabilities, which
home; and are provided by the Ministry of Health and Long-
that program objectives are measured and term Care (last audited by our Office in 2016), the
reported to determine the effectiveness of Ministry of Community and Social Services (last

the programs.

audited by our Office in 2014), and the Ministry of
Children and Youth Services.



Before starting our work, we identified the
audit criteria we would use to address our audit
objective. These criteria were established based
on a review of applicable legislation, policies and
procedures, and internal and external studies.
Senior management at the Ministry reviewed and
agreed with the suitability of our audit objective
and related criteria, as listed in Appendix 2. Our
audit work was primarily conducted between
December 2016 and July 2017. We obtained written
representation from the Ministry that, effective
November 15, 2017, it has provided us with all the
information it was aware of that could significantly
affect the findings or the conclusion of this report.

Our audit was conducted primarily at the Min-
istry and nine of the 47 municipal service managers
across Ontario: Durham, Halton, Lanark County,
London, Ottawa, Peel, Toronto, Wellington and
York. We also sent a survey to all 47 municipal ser-
vice managers asking 96 questions to gain a better
understanding of how housing programs are deliv-
ered across the province and to corroborate some
of the issues we identified in our visits to the nine
municipal service managers. A total of 38 municipal
service managers responded (81% response rate).

In conducting our work, we interviewed key
personnel at the Ministry’s head office, including
staff involved in making social housing policy
decisions and administering the four affordable
housing programs.

We also met with and interviewed social hous-
ing staff at municipal service managers involved in
managing wait lists, conducting application intake,
performing investigations into tenant eligibility,
overseeing housing providers, and assessing the
impact of expiring contracts with housing provid-
ers. We examined related data and documentation,
including reviews of housing providers’ operations
and investigations into tenant eligibility.

We obtained social housing wait lists from three
municipal service managers (which comprise over
half of the total number of applicants on wait lists
province-wide) to analyze attributes of applicants
on the wait list.

We met with and interviewed municipal service
manager staff involved in delivering the affordable
housing programs. This includes staff involved in
providing construction grants for affordable rental
units, delivering the down-payment assistance
program, and providing rental support payments
to individuals. We also examined related data and
documentation, including information on house-
holds that received down-payment assistance.

We contacted other jurisdictions in Canada and
internationally to research how housing programs
are delivered there. Within Canada, we contacted
British Columbia, Alberta, Saskatchewan, Mani-
toba, Quebec, New Brunswick, Nova Scotia, Prince
Edward Island, and Newfoundland and Labrador.
Internationally, we contacted housing departments
in Denmark, England and Sweden.

Ontario has a shortage of affordable housing, and
the gap between the number of low-income house-
holds needing affordable accommodation and the
number of homes available is steadily widening.
Although the federal, provincial and municipal
governments all play a role in the provision of
social and affordable housing in Ontario, none take
ownership of ensuring that everyone in Ontario has
an affordable and suitable home.

While the Ministry is taking certain measures to
make the current system more easily accessible and
efficient, it does not have a comprehensive strategy
to ensure value for money is achieved, including
metrics and measurable outcomes, to address the
province-wide issue with available resources.

The Ministry measures and reports limited infor-
mation on the effectiveness of housing programs.
Currently, the Ministry reports on the number of
social housing subsidies provided, and selected
information on how the affordable housing funds
are being used (the number of new affordable



rentals constructed and/or funded, and the num-
ber of down-payment loans provided). However,
throughout this report, we discuss the need for the
Ministry and municipal service managers to gather
and collect additional information to better meas-
ure the effectiveness of housing programs to ensure
that value for money is achieved and province-wide
issues can be addressed with available resources.
The recommendations related to these observations
are presented in the respective sections throughout
the report.

Our audit found that there is no provincial strat-
egy to address the growing social housing wait
lists (185,000 households waiting as of 2016)

and the needs of the growing number of low-
income Ontarians (1.9 million in 2016). Given the
broader social and economic implications of so
many Ontarians living in inadequate housing, it
would be reasonable for the government to have a
comprehensive strategy.

Although there continues to be debate in this
area, legal experts generally agree that, constitu-
tionally, neither the federal government nor the
provinces are legally required to provide affordable
housing, nor are they prevented from doing so.
Although it is a common perception that munici-
palities are now responsible for housing, municipal
service managers are in fact only responsible for
providing social housing to 186,717 households as
defined in the Housing Services Act. Applicants on
their social housing wait lists, and other households
needing below-market rentals, are not legally the
municipalities’ responsibility to address.

The Province has attempted to assign some of
this responsibility to municipal service managers
by requiring them to develop 10-year Housing and
Homelessness Plans. However, the plans, for the
most part, lack the clear objectives and quantifi-
able targets and outcomes needed to successfully

address housing needs. This is likely due to the fact
that municipal service managers have no legal obli-
gation to invest in housing programs—apart from
the almost 187,000 social housing subsidies they
are required to provide.

In the following sections, we illustrate the
increasing need for housing programs, and the
challenges faced by those who do not receive the
needed supports.

Rents in Ontario have steadily increased by an aver-
age of 2.3% every year for the past 10 years, to an
average of $1,090 in 2016 (according to the Canada
Mortgage and Housing Corporation). Rents in the
Greater Toronto Area have risen even more—to

an average of $1,230. However, average incomes

in Ontario increased by only about 0.4% annually
between 2000 and 2013 (according to Statistics
Canada). This contributes to some Ontarians
experiencing housing affordability challenges as
their incomes have not kept up with the increasing
cost of rent.

In addition, since 1996, vacancy rates in Ontario
have been at, or below, the national average of
3% (as reported by the CMHC). In some areas of
the province, the rate was as low as 1% in 2016.
For instance, one municipal service manager we
visited noted vacancy rates for affordable rentals
were low in its area, and this enables landlords to
charge market rents that can be unaffordable for
low-income households.

Thus, due to insufficient rental housing available
to low-income households, housing options can be
scarce for them.

According to Statistics Canada, there were
1.9 million low-income individuals in Ontario in
2016. Figure 11 shows the increase in the num-
ber of low-income individuals since 1996. Given
the increase in rents and in the number of low-
income individuals, there is the strong possibility



Figure 11: Number of Low-Income Individuals* (000), and as Percentage of Total Ontario Population,

1996-2016

Source of data: Statistics Canada
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* Low-income individuals live in households that take home less than half of the median after-tax income for households of their size.

that many low-income individuals pay for rent
that is unaffordable. When there were 1.9 mil-
lion low-income individuals in Ontario in 2016,
Statistics Canada reported that about 1.3 million
individuals (70%)—paid for shelter costs that
were unaffordable.

In addition, between 2007/08 and 2016,/17,
there was a 13% increase in the number of people
who receive social assistance—further illustrating
an increase in the number of low-income Ontarians.

As of 2016, there were about 171,000 households
(about 445,000 individuals) living in social housing
units in Ontario. An additional 185,000 eligible
households (about 481,000 individuals) were on
wait lists for social housing units. Thus, about 3.4%
of Ontario households are on municipal service
managers’ social housing wait lists. This is the
largest social housing wait list when compared with
other provinces. In other provinces, an average of

1.1% of households are on their social housing wait
lists. Figure 12 shows a comparison of wait lists

in Ontario and other provinces as a percentage of
total households.

The number of applicants on wait lists for social
housing in Ontario has, for the most part, steadily
increased since the Ministry first started tracking
this information in 2004. In 2004, there were
136,000 households on wait lists, compared with
the 185,000 households waiting today. This is a
total increase of about 36%. Figure 13 shows the
changes in the number of households on wait lists
between 2004 and 2016. The increase experienced
in the Greater Toronto and Hamilton Area was even
greater—41%. This area accounts for about 71% of
the total 185,000 households.

For the most part, the wait lists are equally com-
prised of three demographic groups: singles and
couples (30%), families with dependants (33%),
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Figure 12: Ontario’s Wait List as a Percentage of Total Households Compared with Other Provinces*

Prepared by the Office of the Auditor General of Ontario based on information obtained from the Ministry of Housing and other provinces.
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* British Columbia and Manitoba do not gather and track a consolidated wait list for social housing.

and seniors (37%). Appendix 3 provides details of
the composition of the wait list across the different
service areas in the province.

Generally, the increases can be attributed to the
increase in the number of low-income Ontarians
(as discussed in Section 4.1.1) However, exact data
on what has caused these significant increases—for
example, whether they are a result of rising immi-
gration to the urban centres and the rise in housing
prices—has not been collected by the Ministry.
Analysis of such information would assist in under-
standing the changing social housing needs.

Although the Ministry does not collect information
on the difficulties faced by those on wait lists, a
few municipal service managers have conducted
surveys of applicants on their wait lists to try to
gain a deeper understanding of their situations.
We obtained the results of three such surveys and
noted that applicants are facing financial difficulties
and affordability challenges.

In one area where about 6,000 individuals were
on the wait list, the municipal service manager

noted that single adults who received social assist-
ance did not have enough income to afford market
rents and frequently used emergency shelters.
(Data on the frequency of emergency-shelter use
by applicants was not available.) In addition,
we noted:
About one-fourth of households on its wait list
paid about 40% of their income on rent. This
is in excess of the 30% generally accepted as
the standard for affordability.
About 52% of households on its wait list were
provisionally accommodated. This means that
they roomed with family, friends or in other
temporary housing arrangements with no
security of tenure.
About 22% of households on its wait list could
not make rent and utility payments and owed
arrears to their landlords or utility companies.
About 5% of the applicants were currently
under eviction proceedings.

In another area of the province, where about
480 individuals were on the wait list, the municipal
service manager also surveyed the households
on the wait list and noted that 17% of 163 sur-
vey respondents owed arrears, such as for rent
or utilities.



Figure 13: Number of Households on Social Housing
Wait Lists (2004-2016)

Source of data: Ministry of Housing

Figure 14: Wait Times* by Unit Type at Nine
Service Managers

Source of data: Information obtained from nine service managers

2004 136,114 Bachelor 3.94 6.75
2005 140,722 4,608 3.3 1 bedroom 5.26 11.50
2006 139,677 (1,045) (0.7) 2 bedroom 4.84 10.50
2007 137,309 (2,368) (1.7) 3 bedroom 5.53 11.35
2008 136,954 (355) (0.3) 4 bedroom + 7.29 16.42
2009 154,095 17141 111 * Wait times presented in this figure exclude those experienced by
2010 163,386 9,291 5.7 priority applicants w_ho_are v_ict?ms of f_amily violence, who _account for
about 5% of the wait list. Priority applicants’ shorter wait times are not
2011 169,717 6,331 3.7 reflective of the time it takes for 95% of the other applicants to obtain
2012 174,642 4,925 2.8 social housing.
2013 180,405 5,763 3.2
2014 181,429 1,024 0.6 was about 5% of the total applicants on their wait
2015 184,457 3,028 1.6 lists. As a result, as Figure 15 shows, wait times
2016 185,179 722 0.4 have continued to increase over the past five years

In addition, one municipal service manager
tracked that there were about 105 individuals who
were homeless (12% of its wait list), and another
60 individuals lived in temporary housing with
family and friends (7% of its wait list).

Wait times for applicants are long; Figure 14 shows
the average wait times we calculated from informa-
tion obtained from the nine municipal service man-
agers where we conducted field visits. Long wait
times are a result of a limited number of vacancies
being created annually. Applicants on the wait list
can only receive a social housing subsidy if one of
the existing 171,000 tenants leave or become ineli-
gible and their housing subsidy can be provided to a
new tenant.

However, few vacancies usually become avail-
able. The number of vacancies filled across the
nine municipal service managers we visited fell by
18%—from 8,900 in 2012 to 7,300 in 2016—which

in seven out of the nine municipal service managers
we visited. This means newer social housing appli-
cants will experience longer wait times than those
experienced historically.

Although wait-time information and the number
of vacancies filled each year are available at each
municipal service manager, we noted that the Min-
istry does not obtain, track or analyze this informa-
tion. Such central analysis would assist it in making
informed policy decisions to potentially address
the trend toward fewer vacancies being available
for applicants. For example, collecting data could
show whether the number of vacancies is dropping
because units are in poor condition, or whether
housing providers are not providing social housing
units to social housing tenants. Such situations
would require follow-up and remedies.

RECOMMENDATION 1

In order for housing programs to be designed
and delivered based on actual needs in com-
munities, we recommend that the Ministry
of Housing:
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co-ordinate with municipal service managers
to periodically gather and analyze informa-
tion on social housing vacancy rates, wait
lists, and the living conditions of individuals
waiting to receive social housing, and other
relevant data, and

refine and design housing programs based
on the needs identified.

. MINISTRY RESPONSE

The Ministry accepts this recommendation. The
Ministry has relied extensively on core housing
need data collected by the federal government
to inform the design and delivery of housing
programs. However, the Ministry recognizes the
need for better and additional data to support
the management of the housing system.

As part of implementation of the 2015 Data
Strategy, the Ministry is working with service
managers through a province-wide Data Forum
to identify strategies to collect and manage
more useful and meaningful data on housing
and homelessness to support both the Province
and service managers in the delivery of housing
programs. Through the work of the Data Forum,
the Ministry has begun the development of a
household survey to collect outcome-based
data to better understand whether housing and
homelessness programs are meeting the needs
of Ontario households. The Ministry will incor-
porate the recommendation in this work.

In light of the fact that there are 185,000 house-
holds currently on wait lists for social housing,
and only 5% of current units becoming available
each year, it would be reasonable for the Ministry
to take particular interest in ensuring that those
households with the greatest need receive priority
when units become available. The Act mandates

Figure 15: Change in Wait Times? at Nine Service
Managers between 2012 and 2016

Prepared by the Office of the Auditor General of Ontario based on information
obtained from nine service managers

A 4.0 5.9 48
B 702 9.4 34
C 1.6 2.1 31
D 2.6 3.3 27
E 4.4 5.0 14
F 5.7 6.3 11
G 3.5 3.7 6
H 2.2 1.8 (18)
| 8.3 6.5 (22)

-

. Wait times presented in this figure exclude those experienced by priority
applicants who account for about 5% of the wait list. Priority applicants’
shorter wait times are not reflective of the time it takes for 95% of the
other applicants to obtain social housing.

2. Service manager B was unable to provide 2012 wait times, so 2014 wait
times for service manager B are presented instead.

that individuals experiencing domestic abuse must
receive first priority. Beyond that, municipal service
managers are not required to provide available
subsidies based on needs. Rather, the Act requires
that housing decisions be made according to when
applicants were placed on the wait list.

Municipalities can establish local priorities, but
not all do so, and as a result local priorities vary
significantly across the province. For example,
households at risk of eviction are prioritized in only
two of the 47 areas in the province; in other areas,
these households receive no priority.

We noted that other provinces—British Colum-
bia, Alberta, Saskatchewan, Manitoba, Quebec,
New Brunswick, Prince Edward Island, and New-
foundland and Labrador—prioritize applicants
based on assessed need, and not solely on when the
applicant applied. For example, British Columbia
assesses factors such as income level, current rent
paid, and adequacy of current housing conditions
when determining priorities. Saskatchewan uses
a points-based system where affordability and
adequacy of current living conditions are assessed;



the applicant with the greatest need gets housed
first. Such needs-based assessment processes allow
applicants to be prioritized based on multiple fac-
tors of needs—something that Ontario’s system is
unable to do.
Although the Ministry does not require them

to do so, some municipal service managers gather
information from applicants about matters other
than their income level. In the sections below, we
discuss the following categories of information
some municipal service managers gather that help
them to better understand applicant needs:

Assets: what do the applicants own?

(Section 4.2.1)

Financial stability: are the applicants already

receiving rent subsidies? (Section 4.2.2)

Residency: are applicants currently living in

other provinces or countries actually in need

of social housing in Ontario? (Section 4.2.3)

Not considering, or declining, possible units:

what are the applicants’ specific needs if appli-

cants only consider units in a few buildings, or

reject an offered unit? (Section 4.2.4)

The Act allows municipal service managers to
consider an applicant’s assets when determining
eligibility for social housing. However, not all muni-
cipal service managers gather this information and
consider it when determining eligibility.

We obtained information from three municipal
service managers we visited that gathered self-
declared information on the value of assets owned
by applicants on their wait lists. We found that, at
these three municipal service managers, a total of
about 900 applicants on their wait lists owned at
least one home. The needs of these applicants are
likely lower than those who do not own a home.

In addition, we noted that 30 of the 42 munici-
pal service managers we visited or that responded
to our survey had not established any asset limits
for eligibility. Thus, applicants in these areas can

own a home or other significant assets and still be
eligible for social housing. For instance, in one such
service area, 65 applicants declared assets valued
at $1 million or more, and another 709 applicants
declared assets valued between $500,000 and
$999,000 (see Figure 16). The needs of these appli-
cants are likely lower than those who do not own
such significant assets.

The remaining 12 of the 42 municipal service
managers had established such limits. Figure 17
shows details on the asset limits set by these
12 municipal service managers. Because these
limits are set by each of the 12 municipal service
managers and not by the Ministry for the whole
province, there can be significant differences from
one municipal service manager to another. For
instance, as Figure 17 shows, an applicant who
has more than $20,000 in assets would not qualify
for social housing in Service Area A whereas an
applicant owning as much as $100,000 would still
qualify in Service Area J.

Households on social housing wait lists that are
already receiving some form of rental assistance,
such as a monthly housing allowance, can take
precedence over other households whose financial

Figure 16: Details on the Value of Assets Owned
by Applicants on the Wait List of One Municipal
Service Manager

Source of data: Information obtained from one service manager.

$1 million and more 65
Between $500,000 and $999,000 709
Between $100,000 and $499,000 1,395
Between $20,000 and $99,999 829
Between $1 and $20,000 2,826
No asset 8,187
Total 14,011
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Figure 17: Limits on the Value of Assets That Can Be

Owned in 42* Areas of the Province
Source of data: Information obtained from 42 service managers

Maximum Value

of Assets that Can Be
Owned in Order to Qualify

Service Manager for Social Housing ($)
1. 20,000
2. B 30,000
3. C 50,000
4. D 50,000
5 E single applicants: 50,000
couples and families: 75,000

6 F single applicants: 50,000
couples and families: 75,000

2 G single applicants: 50,000
couples and families: 75,000

8. H 75,000
9. 1 100,000
10. ) 100,000
11. K 100,000
single applicants: 100,000

12. 1 couples and families:

200,000

Service Managers 13 to 42 No asset limits established

* We were able to obtain information on asset limits for 42 areas in the
province through our field visits and survey respondents. Information on
asset limits for the remaining five areas was unavailable because the
Ministry of Housing does not track this information.

circumstances are more insecure simply because
they were placed on the list sooner.

We obtained information from three municipal
service managers on how many households on
their wait lists were already receiving rental assist-
ance and found that, in total, 8,700 households,
or 8% of their combined wait lists of 107,000,
were already receiving rental assistance (about
6%, 16%, and 19% of each individual wait list).
Although the needs of the remaining 92% of
households not receiving any rental assistance can
be higher, they may actually be lower on the wait
list, and be housed later, simply because of their
application date.

4.2.3 Individuals Living in Other Provinces
or Countries Are on Ontario Social Housing
Wait Lists

About 60% (22 out of 37) of the municipal service
managers that responded to our survey question on
this issue indicated there were individuals on their
wait lists who currently lived and/or worked in
other provinces. As long as applicants have a legal
status in Canada—that is, temporary, permanent
or citizenship status—they can apply and remain
on social housing wait lists in Ontario. There is

no eligibility requirement to be currently living

in Ontario to apply to receive social housing. Two
municipal service managers were able to provide
us information on about 420 applicants who were
on their wait lists and who lived and/or worked in
other provinces.

In addition, about 16% (six out of 37) of munici-
pal service managers that responded to our survey
question also indicated that there were individuals
on their wait lists who currently live and/or work
internationally. Again, as long as applicants have a
legal status in Canada, they can apply and remain
on wait lists regardless of what country they live in.
Municipal service managers were unable to deter-
mine for us the exact number of such cases.

The Ministry does not require municipal service
managers to gather and track information on the
total number of applicants living and/or working
outside of Ontario; therefore, this information is
not available.

4.2.4 Some Applicants on Wait Lists Turn
Down Units in Their Preferred Buildings, or
Choose Few Buildings They Are Willing to
Move Into

Applicants on a wait list can indicate which
buildings they would like to move into. A unit is
only offered if it is located in the building of the
applicant’s choice, in adequate physical condi-
tion, and has enough bedrooms to appropriately
accommodate all family members. Applicants are



allowed to refuse up to three offers of suitable
vacant units. After the third refusal, the applicant
can be removed from the wait list and would need
to reapply. However, until then, they continue to
maintain their chronological spot on the wait list.
The Ministry does not require that municipal
service managers gather information on why a
household was only willing to move into a small
number of possible buildings, or why it declined
an adequate unit in a building it had indicated
would be acceptable. Although there are many
valid reasons this could occur—such as personal
circumstances making it an inopportune time for
the family to move—it is also possible that this
could suggest that the household’s need is not great
enough to warrant it being at the top of the wait
list. Without gathering and evaluating this addi-
tional information, municipal service managers and
the Ministry cannot be sure that limited housing is
being provided to those who need it.

We analyzed statistics on units being declined at
28 municipal service managers and found that
12,300 applicants, representing 8% of the total
applicants on these municipal service managers’
wait lists, had made one refusal. An additional
3,700 applicants, or 2% of the total, had made
two refusals.

Two municipal service managers we visited
surveyed applicants who had made such refusals
and found that the majority of them cited one or
more of these reasons: the applicants did not want
to move at that time; they did not like the build-
ing aesthetically; they did not like the area; or
they found the unit offered was too small for their
preference. Such refusal reasons indicate that these
households might not have been in great need of
housing. However, they maintain a higher spot than
others who have not yet received offers for a unit.

One municipal service manager also tracked the
average number of years an applicant was on the

wait list before declining a unit. It found that, on
average, applicants who turned down an offered
unit had waited six years before receiving that offer,
and applicants who turned down two units had
waited on average 8.4 years. Despite waiting for
several years for these units, these applicants made
refusals for personal reasons, and nevertheless con-
tinue to maintain a higher spot than those who had
not yet been offered a unit.

Currently, the Act does not allow municipal
service managers to consider refusals made, and
the reasons for such refusals, when allocating
available units.

Applicants on wait lists can indicate which build-
ings they would like to move into; some have
selected a small fraction of the total number of
buildings available in their area. Given the lim-
ited availability of units, the fewer the buildings
selected, the longer an applicant would knowingly
have to wait for a unit.

For example, in one service area, about one-
third of the applicants on its wait list have selected
five or fewer buildings to move into. In comparison,
the remaining two-thirds of applicants had selected
an average of 24 buildings to move into. Similarly
in another service area, about one-third of the
applicants on its wait list have selected ten or fewer
buildings to move into. In comparison, the remain-
ing two-thirds of applicants had selected an average
of 45 buildings to move into.

Although the Ministry does not require muni-
cipal service managers to track such building
selection information, we noted that 10 out of the
38 survey respondents tracked such information
as they felt it indicated an applicant’s level of need.
However, the Act does not allow municipal service
managers to consider the number of buildings
selected when allocating available units, and has
not provided any direction or guidance on how to
analyze building selections.
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Collecting and analyzing applicants’ rationale
for why a household was only willing to move into
a small number of buildings would help municipal
service managers assess whether the choices were
limited because the applicant did not have a great
need for social housing, or because of other specific
needs. Such needs include applicants staying within
a school catchment area; staying within a specific
community where cultural supports are available;
staying close to family, friends, or child-care servi-
ces; staying near medical services, particularly for
seniors; or staying close to their work to avoid long
and costly commutes.

RECOMMENDATION 2

To better ensure that limited resources are used
to help households with the highest needs, we
recommend that the Ministry of Housing work
with municipal service managers on developing
a new needs-based eligibility and prioritization
process that incorporates relevant information,
such as assets owned by applicants, when decid-
ing who should receive social housing subsidies.

. MINISTRY RESPONSE

The Ministry accepts this recommendation.
The Ministry recognizes that current wait list
systems do not always best reflect who is in
greatest housing need and do not always work
optimally to match people with housing needs
to the most appropriate form of assistance. The
Ministry has committed to a more co-ordinated,
effective access system as part of the update to
the Long-Term Affordable Housing Strategy.

The Ministry will incorporate this recom-
mendation into its continued work on access
system improvements. This will include
developing options for a needs-based eligibil-
ity and prioritization process to better match
subsidies to households with the greatest need,
and considering whether a more consistent
province-wide approach to asset limits should
be established.

Unlike some other provinces, including British
Columbia and Saskatchewan, where social housing
recipients tend to transition out of social housing
within five to seven years, social housing recipients
in Ontario tend to stay in social housing for long
periods of time.

In Ontario, there is little incentive for social
housing recipients to earn more income and
thereby lose their housing subsidy: a social hous-
ing recipient not working full-time has disposable
income roughly equivalent to a non-social housing
recipient working full-time earning minimum wage.

Two-thirds of all social housing tenants are fam-
ilies, couples or single adults who are non-seniors.
Based on 2016 income information provided by the
Ministry, we calculated that they had an average
income of about $14,200 (comprising either social
assistance income or employment income). We
compared the disposable income these households
have, after paying for social-housing rent, to those
working full-time at minimum wage and not on
social housing.

Figure 18 shows that the average social housing
recipient, who is not working full-time, enjoys the
same, if not more, disposable income after rent
as the typical individual who works full-time at
minimum wage but does not receive social housing.
The average social housing recipient earned about
$630 less per month than the typical individual
working full-time at minimum wage, yet the social
housing recipient still had about $17 more dispos-
able income per month after rent. As a result, there
is little incentive for some social housing recipients
to strive to earn more income.



Figure 18: Income Comparison of a Social Housing
Recipient vs. an Individual Working a Full-Time,
Minimum-Wage Job

Prepared by the Office of the Auditor General of Ontario based on information
obtained from the Ministry of Housing

Individual on social housing
(average annual income of $14,200)

Individual working a full-time, minimum-wage job

$1,200+ (estimated annual income $21,750)2

$1,000- $1,000°

$829

$800 - $812
$600 -
$400 4 $355

$200 4

$0

Rent ' Remaining Income

1. The rent paid by an individual working a full-time, minimum-wage job
is estimated to be at least the average market rent for a one-bedroom
apartment, which is $1,000 a month.

2. Minimum wage of $21,750 annually is calculated based on a 37.5-hr work
week for 50 weeks at a rate of $11.60 an hour.

Although our audit did find that there are social
housing tenants who strive to earn more income
and move out of social housing, we noted that this
might not be the norm given that only 5% of social
housing units are vacated each year.

Even though Ontario has an employment supports
system, we noted that there is a lack of co-ordina-
tion between the provincial employment support
program, known as Ontario Works, and the muni-
cipal service managers delivering social housing.
In particular, we noted that there are no targeted
programs for social housing recipients—non-senior
households (couples or single adults) who are able
to work—to potentially improve their incomes,
move to market units, and create vacancies for

other individuals in need. The Ministry informed us
that municipal service managers may provide such
programs; however, through our survey and field
visits, we noted that many municipal service man-
agers did not provide such programs as they are not
legally obligated to do so. As a result, we also noted
that the Ministry does not have information on the
number of tenants who successfully transition off
social housing.

In comparison, we noted that other provinces
have better integration of social housing and
employment supports, which likely contributes to
why they are effective in transitioning tenants out
of social housing.

British Columbia provides educational assist-
ance to social housing tenants who wish to upgrade
their skills. In addition, in certain areas of the
province, it also offers employment opportunities
to youth living in social housing so they can build
their resume and develop the skills needed for
work. Further, in certain areas of the province, it
provides tenants direct access to their own adviser,
who assists in developing an integrated plan of set-
ting financial goals, establishing budgets and sav-
ings targets, increasing employment opportunities,
and continuing education.

Similarly, Manitoba has dedicated Tenant Servi-
ces Co-ordinators who assist tenants with accessing
education and training information to upgrade
their skills, and provide financial counselling to
improve tenants’ financial literacy. Manitoba also
partners with local health authorities to provide
educational sessions on a variety of life skills and
health topics aimed at equipping tenants with the
skills and information needed to gradually transi-
tion off social housing. In addition, students living
in social housing who wish to pursue higher educa-
tion can apply for educational assistance grants
(about nine such grants are provided annually).

Saskatchewan offers rent discounts to adults
who choose to attend school to upgrade or continue
their education. Ontario also offers rent discounts
to students pursuing higher education; however,
these incentives are not offered to all students.
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Adults upgrading their education as mature
students are not offered rent discounts that are
offered to students who have recently graduated
high school. In Ontario, students who pursue
higher education within five years after graduating
high school, do not have to pay geared-to-income
rent. However students who pursue continuing
education, after being out of school for at least five
years, are required to pay geared-to-income rent

on income they earn while in school. This creates

a disincentive for mature adults to pursue higher
education because in order to pay for tuition, which
can be expensive for them, they would have to earn
more income or take on debt. A rent discount would
help alleviate some of this financial hardship.

RECOMMENDATION 3

To support social housing recipients in transi-
tioning out of social housing, we recommend
that the Ministry of Housing co-ordinate with
municipal service managers, the Ministry
of Community and Social Services, and the
Ministry of Advanced Education and Skills
Development to:
develop and implement a process that pro-
vides dedicated supports, such as employ-
ment or educational supports, to those social
housing tenants who are able to enter the
workforce or upgrade their education; and
track and report on metrics that assess the
effectiveness of this transition process.

. MINISTRY RESPONSE

The Ministry accepts this recommendation. It
is consistent with the direction in social hous-
ing modernization to enhance opportunities
for increased social and economic inclusion
for social housing tenants. And it will build
on the work some service managers are cur-
rently engaged in with local service delivery
partners to encourage and support social
housing residents to access education and
employment opportunities.

We noted that the Ministry has not taken an active
role in addressing the consequences of the impend-
ing expiration of contracts with housing providers.
In the following sections, we discuss how some

of these expirations have already taken place and
have led to affordability challenges for low-income
households—issues that the Ministry does not track
and analyze, nor co-ordinate with the municipal
service managers to address.

We also note that the Ministry has not taken an
active role in addressing and ensuring that rent
supplements it currently funds continue to be pro-
vided for some low-income households when their
supplements expire.

Prior to discussing the affordability challenges that
can be faced by low-income households when con-
tracts expire in the sections below, it is important
to understand the deteriorating condition of many
housing providers’ finances.

Even if they do not want to do so, housing
providers may have no choice but to eliminate
rent-geared-to-income subsidies or convert units to
market-rate rentals (which will lead to affordability
challenges for low-income households) because of
their deteriorating financial health. In 2012, the
Housing Services Corporation (an organization
whose mandate is to provide support services to
housing providers) conducted and published a
study on the financial viability of housing providers
and found that 318 (69%) out of 464 providers they
assessed were likely not financially viable; that is,
they would not have sufficient finances to operate if
they continued to offer these subsidies and below-
market rents after their contracts expired.



As social housing buildings age, the need for
repairs and renovations increases, putting greater
pressure on the housing providers to eliminate
rent-geared-to-income subsidies or convert units to
market-rate rentals to cover costs.

In addition to the issue of there not currently being
sufficient social housing units in the province (as
evidenced by the existing wait lists), there is the
possibility that housing providers for about 83,000
units will convert affordable rental units to market-
rate rental units at turnover—that is, when an exist-
ing tenant moves out and a new tenant moves in.
The Ministry does not have complete informa-
tion on the number of units that have converted
to market rents so far. We were able to gather this
information from 16 municipal service managers
that responded to the relevant question in our
survey, and noted that 5,800 units in these service

areas have already been converted to market-rate
rentals (the total number of units with expired con-
tracts was not available in these areas).
Province-wide, 50% of the contracts with hous-
ing providers will have expired by 2020, and the
remainder by 2033 at the latest. Figure 19 shows
when contracts for the 83,000 units will expire. Of
these 83,000 units:
31,000 units are social housing units that
are not mandated by the Act to provide
social housing when contracts expire.
The remainder of the social housing units
(156,000 of the nearly 187,000) are mandated
by the Act to continue providing social hous-
ing, regardless of any contract expiration.
52,000 units are “other pre-1996” units
that are not mandated to provide subsidized
rentals when contracts expire. The remain-
der of the “other pre-1996” units (26,000
of the approximately 78,000 discussed in
Section 2.1.1) are mandated by the Act to
continue providing the subsidized rentals,
regardless of any contract expiration.

Figure 19: Percentage of the 83,000 Units that Are Covered by Unexpired Contracts

Source of data: Prepared by the Office of the Auditor General of Ontario based on information obtained from the Ministry of Housing
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These 83,000 units currently account for almost
one-third of the 285,000 affordable rentals across
the province. Conversion of these units to market
rents would result in even fewer housing options
available for low-income Ontarians. In 2016, there
were about 1.9 million low-income individuals
in Ontario (discussed in Section 4.1.1), or about
748,000 households. Housing options for these
households can be even more scarce if these afford-
able rentals are not available for them.

The Ministry has done little to assess the potential
long-term effects of the possible loss of these
83,000 units. To date, the Ministry has employed an
unco-ordinated, patchwork approach to addressing
the potential loss of these units.

Beginning in 2009, (two years after contracts
had already begun expiring), the Ministry began
providing funding to municipal service managers
for housing providers’ repair and rehabilitation pro-
jects (funding from 2009 to 2018 will total $1 bil-
lion). Municipal service managers could choose to
use this money to fund projects at the 83,000 units,
but they were not required to do so—they could
use the funds for other housing providers’ projects
that were also in need of repair. The Ministry does
not know how much of this funding has been used
for other projects, nor does it know how many
contracts have been renewed through the use of
this funding.

We also noted that the Ministry had attempted
to gather some high-level data on the number of
units that have been converted to market-rate rents;
however, that data was incomplete and was not
detailed enough to determine the actual number of
units that have already been converted to market-
rate rents and those that are expected to be con-
verted to market-rate rents at contract expiration.
This information would be useful to determine the
impact on the supply of affordable units because of
contract expirations.

Some of the tenants living in the 52,000 “other
pre-1996” units (discussed in Section 4.4.1)
receive rent geared-to-income benefits (benefits not
covered by the Act and separate from the almost
187,000 households mandated by the Act). At the
discretion of the housing provider, however, these
benefits can be removed when contracts expire,
leading to tenants paying full rent for their units.

The Ministry does not know how many tenants
pay rent geared to income in these units because it
does not collect this information.

At contract expiration, some housing provid-
ers have already removed these subsidies. In our
survey, we asked municipal service managers how
many such rental subsidies have been lost following
the expiry of contracts to date. For the 12 of the
38 municipal service managers that responded to
our survey that track this information, we noted
that contracts for 256 subsidies had expired. Upon
expiration, housing providers continued to provide
subsidies for about half of the units covered by the
expired contracts, but eliminated the other half of
their rental subsidies (124 of 256). With respect to
the units that continue to have a rental subsidy, the
housing providers could eliminate the subsidies at
their discretion in the future because they are no
longer contractually obligated to maintain them.

Since many of the households living in these
homes experience affordability challenges, even a
small increase in rent could result in financial chal-
lenges. This situation is likely to be exacerbated in
the next 15 years unless action is taken to address
these challenges. For example, we noted that
three housing providers whose contracts expired
eliminated 81 subsidies to tenants (separate and in
addition to the 124 subsidies above). All 81 house-
holds experienced rent increases, which they could
not afford. In this instance, the municipal service
manager intervened and provided each household
a housing allowance of $250 per month.



However, even this amount might not be
adequate to keep the household from financial
distress. One municipal service manager provided
us with a typical example: a senior household living
in its area in a rent-geared-to-income unit and earn-
ing $15,560 annually paid monthly rent of $389 for
a unit that could otherwise be rented for $962 per
month (the difference of $573 is the subsidy being
provided by the housing provider). Once the con-
tract between the municipal service manager and
the housing provider expires, if the housing pro-
vider eliminates the subsidy, the household would
need to pay $962 per month. Even if the municipal
service manager steps in with a $250 subsidy, the
household would still be required to pay an addi-
tional $323 per month ($3,876 annually) increase.
This would constitute a significant hardship for the
senior household.

We noted that not all municipal service man-
agers are tracking what housing providers are
doing when contracts expire, nor are they all taking
action to help tenants deal with such unexpected
rent increases—there is no legal obligation for
municipal service managers to do so. The Ministry
also is not tracking this information.

The Ministry has done little to track and address
the financial hardships faced by tenants as a result
of the removal of subsidies by housing providers.
In 2016 (nine years after contracts had already
begun expiring), the Ministry provided municipal
service managers with funding that could be used
to provide financial assistance to low-income
tenants who were impacted by the removal of
subsidies. However, municipal service managers
were not required to provide assistance exclusively
to tenants whose subsidies had been removed; they
could also provide assistance to other low-income
households. Since there is no legal obligation for
municipal service managers to track how many
such households there are and to assist them, it is

uncertain whether all tenants who lost their sub-
sidies have been helped. The Ministry also does not
track this information.

RECOMMENDATION 4

To proactively assess the impact of housing
providers’ contract expirations on low-income
tenants, we recommend that the Ministry
of Housing work with municipal service
managers to:
identify the impact of contract expirations
on the overall supply of affordable housing
stock; and
put in place options considered necessary to
address the financial impact on low-income
tenants of contracts expiring.

[ viNisTRY RESPONSE

The Ministry accepts this recommendation. The
Ministry has begun this analysis at a provincial
level to support negotiations with the federal
government concerning the National Hous-

ing Strategy (NHS) and the federal govern-
ment’s stated intention to reinvest its social
housing savings.

The Ministry will continue this work with
service managers as it completes the NHS nego-
tiations and undertakes consultations on social
housing modernization. One of the key object-
ives of social housing modernization is to mini-
mize disruptions arising from social housing
operating agreements and/or mortgages expir-
ing, with associated federal subsidies expiring
and to maintain the sustainability of social hous-
ing providers and the households assisted.

In 2003, the Ministry began providing an aver-
age of $640 per month rent supplement to 6,500
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households for a period of 20 years under the
Strong Communities Rent Supplement Program
(a program separate from social housing). These
supplements are to expire in about six years, by
2023; however, the Ministry has not informed
municipal service managers whether it will renew
this funding.

We contacted three large municipal service
managers that account for about 2,650 of the
6,500 subsidies, and noted that about half of the
recipients are either individuals with disabilities or
people who are now seniors. These are households
for which a move could cause undue hardship,
such as for seniors and those with mental health
issues. Therefore, these supplements contribute
significantly to the households’ safety and stability.
About $50 million is provided annually through
this program.

However, municipal service managers we visited
were not aware of the Ministry’s long-term inten-
tions with regard to continuing funding these rent
supplements; almost all have neither planned nor
budgeted for any potential $50 million shortfall.
The municipal service managers are not legally
obligated to provide these 6,500 rent subsidies
should the Ministry stop its funding. Therefore, it
is important for the Ministry to co-ordinate with
the municipal service managers to determine what
actions might be taken to support these particularly
vulnerable households beyond 2023.

RECOMMENDATION 5

To provide clarity to municipal service managers
and current recipients of the Strong Commun-
ities Rent Supplement Program, we recommend
that the Ministry of Housing clearly communi-
cate to municipal service managers its inten-
tions about the future funding responsibilities
of this program, and work with the municipal
service managers to address the potential future
needs of households currently funded.

. MINISTRY RESPONSE

The Ministry accepts this recommendation.

The Ministry recognizes the importance of the
Strong Communities Rent Supplement Program
in assisting approximately 6,500 households
annually to achieve greater housing stability,
and therefore the importance of planning
around transitions for these households to other
forms of assistance if the program is discon-
tinued in 2023. The Ministry fully intends to
explore options in the appropriate government
budget cycle.

In Ontario, prior to 1996, all three levels of govern-
ment funded the construction of the approximately
265,000 affordable rentals that still exist today
(discussed in Section 2.1.1). This includes social
housing units and “other pre-1996” housing. There
was virtually no construction of affordable housing
between 1996 and 2002. Since then, only about
20,000 units have been constructed, despite the
fact that there are nearly nine times as many house-
holds on social housing wait lists.

Thus, Ontario’s supply of 285,000 affordable
units falls short of the demand as evidenced by
the growing wait lists and increasing number of
low-income individuals in Ontario. We compared
Ontario’s supply of affordable units with those of
Denmark and England. We found that Ontario’s
affordable stock, as a percentage of its total popula-
tion, was about 2%; in comparison, Denmark and
England had at least about 11% and 8% of afford-
able stock as a percentage of their total populations.

In Ontario, few affordable units have been built
in the last 20 years. Since 1996, only 20,000 new
affordable rentals have been built. In comparison,
about 61,000 market-rate rental units and 1.3 mil-
lion new condominium units and houses have been
added in that same period.



Currently, there are two main programs avail-
able to municipal service managers to increase
the supply of affordable housing options that the
Ministry and the federal government fund jointly:
construction grants provided to developers to
build affordable rentals, and down-payment assist-
ance provided to low-income home purchasers.
Figure 20 provides details on the average funding
provided per unit under the two programs. In the
following sections, we discuss our observations
related to these two programs.

4.5.1 Development by Not-for-Profits Is Not
Being Encouraged

Not-for-Profits Need More Support to Build New

Affordable Rentals
Not-for-profit organizations generally have more
difficulty than private developers qualifying for
construction grants because they do not have the
required technical and financial resources to submit
construction-ready projects without receiving addi-
tional supports (private developers do not face this
challenge). For a project to be construction-ready,
there are many phases that need to be completed,
such as conducting site assessments, preparing
construction drawings, estimating costs, securing
financing, and obtaining municipal zoning approv-
als. These steps can take between two months to
over two years depending on the size and scope of
the project, and can be expensive to conduct.

We noted that, in 2016, the Ministry acknow-

ledged that it was an issue that not-for-profits

Social and Affordable Housing

needed more support in applying for construction
funding. However, it has not taken any steps to pro-
vide not-for-profits with the required supports.
Based on our review of files at nine municipal
service managers, we found that in eight of the
nine areas, only one-third of developers were
not-for-profits versus two-thirds private (a small
portion of development was done directly by the
municipal service managers themselves). At only
one municipal service manager we visited did we
note that a large proportion of development was
done by not-for-profits that were successful in quali-
fying for construction grants. The municipal service
manager explained that the not-for-profit sector
in the area was generally well equipped because
the municipal service manager provided support
throughout the process, not-for-profits in that area
shared resources, and the area was known for suc-
cessfully raising funds through large donations and
fundraising events.

Benefits of Not-for-Profits Constructing

New Rentals
Having not-for-profits construct new rentals is
beneficial for two reasons. First, not-for-profits’
objectives are to contribute to the community—by
either not earning profits and gains, or re-investing
profits and gains to build new units. The affordabil-
ity benefits they provide can continue in perpetuity.
In contrast, private developers are required to pro-
vide units at affordable rents only for a minimum of
20 years; after that, they are free to charge market

Figure 20: Per Unit Funding under Two Affordable Housing Programs

Source of data: Information obtained from eight service managers.

Program Type
A. Construction grant:

Average Per Unit Funding

Maximum Funding
Provided by Service  Allowable Under Program
Managers Visited ($) Requirements ($)

Financial incentives are provided to developers to construct units 102,000 150,000
with below-market rents.

B. Down-payment assistance:
Financial assistance is provided to low-income households to 21,000 50,000

assist them in purchasing an affordable home.
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rents for these units. For instance, a 2016 study of
social housing providers completed by the Ministry
found that, once their contract periods had expired,
nine out of 10 private developers converted their
affordable buildings to condominiums or increased
rents to market rates. (Although these providers
had originally developed social housing rather than
the affordable rentals discussed in this section, it is
fair to assume that private developers of affordable
rentals might act in a similar fashion.)

Second, not-for-profits can provide the afford-
able rentals in a more cost-effective manner than
private developers because they do not have an
incentive to mark up prices to make a profit. We
noted proposals submitted by not-for-profits and
private developers varied significantly in cost
because private developers were likely looking to
maximize returns on their investment. For example,
in one case, the not-for-profit proposed building
affordable town homes and apartments at a cost
of $189,000 per unit. In comparison, two private
developers proposed building only apartments
(and not the more expensive town homes) at over
$242,000 per unit.

Furthermore, in less-populated areas, private
developers have shown little to no interest in build-
ing new units, so not-for-profit development may
be the only way to build new units. We contacted
14 municipal service managers across the province
that had not provided construction grants in their
areas. We found that, in nine, the municipal service
managers did not provide such construction grants
because private developers, which can easily qual-
ify for the grants, had not shown interest in their
areas, whereas not-for-profits, which can be inter-
ested, do not have the required supports to qualify
for the funding.

The Province and federal government provide
down-payment assistance to help existing low-

income renters purchase homes under one of the
four affordable housing programs. The intent of
this program is to move people into a permanent
home so that the family can have stable housing.
Providing down-payment assistance results in a
cost-effective, economical approach to increasing
the supply of affordable homes: on a per-unit basis,
this approach costs governments about one-fifth of
what it costs to provide construction grants for new
rental units (as shown in Figure 20).

In areas where home prices have risen and
are expensive, low-income families cannot afford
mortgage payments for existing expensive homes
that are being sold in their areas. Therefore,
municipal service managers try to collaborate with
not-for-profits, such as Habitat for Humanity, to
construct new homes at a reduced cost to the buyer.
Not-for-profits can build new homes at a reduced
cost because they do not charge a mark-up for
profit, and they also reduce labour costs by using
volunteer builders.

However, we found that three out of the four
municipal service managers we visited that could
benefit from these not-for-profit partnerships
(because of rising home prices in their areas) were
no longer providing this program or have started
phasing it out. Their rationale was that the develop-
ment of these partnerships was limited by various
program restrictions:

Loans cannot be used to alleviate not-
for-profits’ potential financial difficulties
during construction. In one municipal ser-
vice manager we visited, half of the housing
units a not-for-profit planned to build could
not be built because when the not-for-profit
experienced financial difficulties during
construction, funding stipulations prevented
it from receiving government loans. Loans
for this program can only be provided when
a low-income household signs a purchase
agreement. Therefore, if financial difficulties
arise prior to that (as it did for the earlier
not-for-profit), not-for-profits generally would
not have other sources of cash to continue



construction. In comparison, under other
affordable housing programs (such as the
construction-grants and the renovation-grants
programs), we noted that grants can be pro-
vided at multiple phases of the construction
project, before an occupant has been found.
This would ultimately alleviate financial dif-
ficulties that the not-for-profit developer faces
during construction.

Loan funding is lost if houses are sold in a
different year than planned. The Ministry
has a tight “use it or lose it” spending require-
ment—to receive a down-payment loan, a
low-income household must sign an agree-
ment to purchase the home in the year for
which this funding was originally approved;
otherwise, the loan is forfeited. However, it is
difficult to ensure that such agreements can
be signed within that planned year—a lot is
dependent on other factors, such as zoning
and construction delays, and the ability of
interested low-income households to obtain
sufficient financing. Thus municipal service
managers risk losing funding if agreements
are not signed within the planned year.

In order to avoid the risk of losing the funding,
almost all municipal service managers that would
benefit from building new houses through not-for-
profit partnerships have decided to stop delivering
this program or have started phasing it out.

In addition, we noted that when funding stipu-
lations, such as the ones discussed above, do not
exist, service managers can, in fact, successfully
partner with not-for-profits to build affordable
homes. For example, one municipal service man-
ager who delivered a similar program, through its
own municipal funds (and not the joint provincial-
and-federal program), successfully constructed 49
affordable homes over the past five years. It did not
have the above funding stipulations under its muni-
cipal program. In its program, funding is provided
when major construction milestones are met—thus
funding correlates to when construction costs are
incurred by the not-for-profit.

In contrast, the joint provincial-and-federal
program provides funding only after a buyer has
signed a purchase agreement—an event which
does not correlate to when constructions costs are
incurred. This funding stipulation has prevented
municipal service managers from partnering with
not-for-profits to build affordable homes.

RECOMMENDATION 6

To encourage the not-for-profit sector to contrib-

ute toward increasing the supply of affordable

housing, we recommend that the Ministry

of Housing:
co-ordinate with municipal service managers
the sharing of best practices in encouraging
and supporting the not-for-profit develop-
ment of affordable rental units; and
work together with the federal government
to implement rule changes to allow the
construction of affordable home-ownership
units through grants, similar to the ones
provided for the construction of affordable
rentals, where funding is provided when
construction milestones are met.

[ viNisTRY RESPONSE

The Ministry accepts this recommendation. The
not-for-profit sector is an important contributor
to meeting housing needs. The Ministry is very
interested in working with service managers
and sector organizations, such as the Ontario
Non-Profit Housing Association, the Co-
operative Housing Federation and the Housing
Services Corporation, to build on their existing
work in this area.

The federal government has signalled in
its most recent budget its intention to pursue a
replacement program to the current Investment
in Affordable Housing Program, which expires
in 2018/19. The Ministry is interested in work-
ing with the federal government to explore how
new construction investment can be maximized
within the not-for-profit sector, and to explore
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the most appropriate means of facilitating
affordable home ownership.

The formula used to allocate funding to municipal
service managers to construct new affordable
housing units appears appropriate, yet it makes it
difficult for smaller communities, which receive
much smaller allocations from the Ministry, to build
new affordable multi-unit developments. (Figure 8
shows how funding allocations are calculated.)

For instance, one municipal service manager
received annual allocations of about $160,000 to
$400,000 for the past several years (to spend across
all four affordable housing programs). Its alloca-
tions were comparatively low because only 0.3%
of Ontario’s population lived in that area, and only
0.24% of Ontario’s population who had a core-
housing need lived in that area. With the limited
funding it received, this municipal service manager
could construct only one or two units in any given
year (the maximum grant amount is $150,000).

Developers have no incentives to construct so
few units because of the start-up costs to get such a
project going. Costs to have staff and equipment on-
site would be too high for such small construction
projects to be economically viable. We noted that
this municipal service manager has three vacant
lots ready for construction, but annual alloca-
tions of $280,000 on average have prevented this
municipal service manager from constructing new
units. Another municipal service manager facing
similar challenges identified that if it spent its
entire allocation to build new rental units, it would
not have funding left over to offer other types of
housing supports, such as renovation grants for
low-income homeowners.

In order to address this issue, the Ministry
informed us that it co-ordinates the “swapping” of
annual allocations between two service managers.
Swapping is where a service manager with smaller

annual allocations can trade, or give up, its alloca-
tion in a given year (or a portion thereof), in order
to re-trade, or take back, that same amount during
the year it plans to undertake the construction
project. This allows service managers with smaller
allocations to increase their allocations and attempt
to deliver such projects. However, this process

is dependent on finding a service manager who

is willing participate in the swap and willing to
change the timing of its planned spending.

As a result, nine of the 14 municipal service
managers that did not provide grants for new rental
construction cited the above reason for not taking
part in this program. Instead, they spent funding
they received to deliver any of the other three
affordable housing programs (rent subsidies, down-
payment assistance or renovation grants).

RECOMMENDATION 7

To better ensure that municipal service man-
agers that receive small amounts of annual
funding due to their size, are able to invest in
projects that exceed their annual allocations, we
recommend that the Ministry of Housing gather
information on planned projects from these
municipal service managers, prior to allocating
funds, and work with them to allocate funding
in a way that will better meet their needs.

[l MiNISTRY RESPONSE

The Ministry accepts this recommendation.
Currently, as outlined in the report, the Ministry
facilitates “swapping” of annual funding alloca-
tions among service managers to enable smaller
service managers to pool their multi-year fund-
ing into a single year. The Ministry will explore
other options to help address local needs. The
negotiation of a longer-term Investment in
Affordable Housing Program successor agree-
ment with the federal government would assist
in this kind of planning.



The construction grant program allows munici-
pal service managers to provide grants of up to
$150,000 per unit. This grant amount is generally
insufficient to attract developers to construct units
in northern areas of the province, or to construct
three- or four-bedroom units across the province.

We contacted five municipal service managers
in Northern Ontario that had not provided grants
for building affordable rentals. Four of the five
explained that they did not provide grants because
a $150,000 grant is insufficient to attract develop-
ers to Northern Ontario where construction costs
are high. One municipal service manager estimated
that construction costs in its area can be up to 33%
higher than in southern Ontario. Another munici-
pal service manager indicated that in its area, for
remote communities where materials need to be
shipped long distances, construction costs can be
about 230% higher than in southern Ontario.

If the grant is not large enough to cover a sig-
nificant portion of the developers’ expenses, the
developer will incur a loss. This can discourage
developers from constructing affordable units in
Northern Ontario.

In addition, a total of 18 survey respondents
across the province indicated that there is a need to
construct three- and four-bedroom rental units in
their areas. For example, in one area of province,
about one-fifth of the wait list have to wait about
nine years for these large units. However, 13 of
the 18 survey respondents (72%) indicated that a
$150,000 grant is insufficient to attract develop-
ers to construct these larger units that have high
construction costs.

In Section 4.5 thus far, we discuss our observations
with regard to two of the four affordable housing
programs—construction of new affordable rentals

through the $150,000 grants, and the construc-
tion of new affordable homes through the down-
payment assistance program.

In our audit, we also reviewed the delivery
of the two other affordable housing programs:
rent subsidies and renovation grants. We noted
that municipal service managers were generally
using the funds for these programs as intended,
and were providing the necessary supports to
low-income individuals.

RECOMMENDATION 8

To enable construction grants to be used to
address unmet housing needs, we recommend
that the Ministry of Housing work together with
the federal government to gather and evaluate
information on actual construction costs for
larger units across the province, and for all units
in northern communities, and consider revising
maximum grant amounts.

[ viNisTRY RESPONSE

The Ministry accepts this recommendation. The
Ministry recognizes in particular the import-
ance of affordable family-sized units that are
often not provided by the private sector. The
Ministry will consider this aspect of program
design in any new program opportunities and
will consider updating grant amounts to reflect
changing costs.

Although the Housing Services Act mandates that
municipal service managers must provide social
housing to a minimum of 186,717 households
across the province, municipal service managers
have not been doing so. Since 2004 (the first year
this information is available), they have provided
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social housing on average to 168,600 households
per year. Figure 21 shows the actual number of
households assisted compared with the required
standard for each year since 2004.

The Ministry has taken limited action to assess
why municipal service managers have been provid-
ing social housing to, on average, around 18,120
fewer households annually than required, or to
enforce compliance with the legislated standard.

In the sections that follow, we discuss the chal-
lenges municipal service managers face that have
prevented them from providing social housing to all
of the 186,717 households.

RECOMMENDATION 9

To help municipal service managers meet
the legislated standard set out in the Housing
Services Act, 2011 of providing social housing to
a minimum of 186,717 households, we recom-
mend that the Ministry of Housing:
track and report on the number of subsidies
each municipal service manager provides
compared to the legislated standard; and

follow up with municipal service managers
when the standard is not met to develop
an action plan and remedial steps to attain
the standard.

. MINISTRY RESPONSE

The Ministry accepts this recommendation. Ser-
vice managers annually report on the number
of rent-geared-to-income and accessible units in
their service area through the Service Manager
Annual Information Return. Service managers
are also asked by the Ministry to provide a
rationale when there is a notable difference
between the actual number of units in any given
year and the legislated standards.

One measure that the Ministry has already
put into place to assist service managers to
meet their Service Levels Standard is allowing
more flexibility around what qualifies. As
outlined in this report, as of September 1, 2017,
portable housing benefits that meet legislated
requirements can count towards meeting the
legislated standard.

Figure 21: Minimum Social Housing Subsidies Required under the Housing Services Actvs. Actual Provided

Source of data: Ministry of Housing

# %
2004 186,717 146,933 39,784 21
2005 186,717 165,976 20,741 11
2006 186,717 168,233 18,484 10
2007 186,717 167,798 18,919 10
2008 186,717 160,740 25,977 14
2009 186,717 171,632 15,085 8
2010 186,717 171,284 15,433 8
2011 186,717 172,702 14,015 8
2012 186,717 174,632 12,085 6
2013 186,717 173,184 13,533 7
2014 186,717 173,634 13,083 7
2015 186,717 174,241 12,476 7
2016 186,717 170,805 15,912 9
Average 186,717 168,600 18,117 10




The Ministry also recognizes that further
work is required. A greater understanding of the
challenges that service managers face in meet-
ing the current standard will be important in
social housing modernization.

One reason municipal service managers cite for
being unable to provide social housing to all
required households is that the Residential Tenan-
cies Act prevents them from requesting that tenants
who are no longer eligible for social housing vacate
their units (the subsidy is stopped, but the unit is
not available for a new tenant). While it is import-
ant to ensure stable housing for vulnerable tenants,
there are consequences, such as lack of unit avail-
ability, from providing social housing units indefin-
itely to all tenants.

Tenants become ineligible for social housing
when their income is higher than the maximum
income allowed. For instance, when a tenant’s
annual income is $1,000 higher than the maximum
allowable income, the tenant must start to pay nor-
mal rents in that building and the municipal service
manager will stop subsidizing the rent. However,
the tenant is not required to vacate the unit. Thus,
municipal service managers have historically only
been able to provide social housing to applicants
when a tenant voluntarily moves out of a dedicated
social housing unit and a vacancy is created. (The
newly implemented portable subsidy, in September
2017, can potentially assist in addressing these chal-
lenges. Our observations relating to the portable
subsidies are presented in Section 4.7.)

As part of our survey of municipal service man-
agers, we asked whether this prevents them from
providing the legislated number of social hous-
ing subsidies. Thirty of the 38 municipal service
managers that responded to this question said yes.
However, the Ministry does not know how many
ineligible tenants are continuing to occupy social
housing units.

Legislation in four Canadian provinces—British
Columbia, Alberta, Saskatchewan and Manitoba—
all specifically allow their housing departments to
request ineligible tenants to vacate. This is so that
the province can house applicants who are waiting
for social housing units.

Three of these provinces enforce this either on a
case-by-case basis or unilaterally across the board.
One province informed us that it plans to begin
enforcing the right to vacate ineligible tenants in
areas where demand for social housing is high.

RECOMMENDATION 10

To allow social housing vacancies to be created
when existing tenants become ineligible, and
do not vacate, we recommend that the Ministry
of Housing perform a jurisdictional analysis

to assess and determine how best to increase
vacancies in such instances, and consider imple-
menting those best practices in Ontario.

[ viNisTRY RESPONSE

The Ministry accepts this recommendation.
There are various ways to help service managers
meet the legislated standards. This is why the
Ministry has introduced a portable housing
benefit option outlined in this report, as well as
pursuing other ways of increasing the supply of
housing that service managers can access for
households on the waiting list.

Ontario’s approach to delivering social hous-
ing is firmly rooted in the recognized best prac-
tice of mixing incomes within neighbourhoods
and in specific buildings, where possible. This
is particularly evident in not-for-profit and co-
operative social housing buildings, which were
originally designed as mixed income. Recent
legislative changes to Ontario’s Housing Services
Act also clarified that municipally-owned hous-
ing can be mixed income and that achieving
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market rent in a public housing unit is not a
ground for eviction.

The Ministry will undertake a jurisdic-
tional scan of best practices to augment
current activities.

Although the Housing Services Act provides for
municipal service managers to have eligibility
review officers who investigate allegations of ten-
ants withholding or misrepresenting information,
municipal service managers do not always opt to
have them. Eighteen of the 38 survey respondents
indicated that they did not have eligibility review
officers (20 municipal service managers indicated
they did). These 18 municipal service managers did
not have a process to investigate allegations and
determine whether tenants were withholding infor-
mation that could result in them being ineligible.

These investigations are an important part of
ensuring that the Act is administered appropriately,
and that social housing subsidies are provided to
tenants who actually qualify for assistance.

Municipal service managers can legally, under the
Act, request tenants to vacate units when service
managers discover that tenants withheld or mis-
represented information to receive subsidies they
were not entitled to. However, we found that muni-
cipal service managers often do not request that
housing providers ask such tenants to leave, or, if
they do bring the situation to the housing providers’
attention, they do not follow up to see what action
the housing provider has taken. Housing providers
often have little incentive to take action.

For example, 42% of the 59 investigations
conducted by one municipal service manager in
2016 found that tenants had withheld or mis-
represented information (such as underreported
income, or sublet the unit to friends or family), and
were found ineligible for social housing. In each
of these cases, the municipal service manager was
not aware whether the tenants had vacated, nor
whether they had been requested to vacate by the
housing provider.

RECOMMENDATION 11

To better ensure that social housing subsidies

are provided only to eligible tenants, we recom-

mend that the Ministry of Housing:
require all municipal service managers to
conduct eligibility review investigations; and
require that municipal service managers
develop and implement policies and proced-
ures that are consistent across the province
for requesting ineligible tenants who mis-
represent eligibility information to vacate.

[l MiNISTRY RESPONSE

The Ministry accepts this recommendation.
The Ministry recognizes that it is important to
address situations where tenants misrepresent
information in order to receive social housing
rent-geared-to-income assistance. Under the
existing legislative framework, such day-to-day
administration of social housing in Ontario is
the responsibility of service managers. How-
ever, the Ministry recognizes that change is
needed in this area. The Ministry will work with
service managers to determine what changes
are needed to better ensure that social housing
subsidies are provided only to eligible tenants.

Vacant units can be offered to prospective tenants
only if the units meet minimum health-and-safety



standards, such as being free of mould, pests and
bugs. As well, buildings are also required to meet
standards such as availability of hot water and
heat and having a roof that does not leak. Many
social housing buildings in the province were built
decades ago, and are in need of rehabilitation

and renewal.

In 2016, there were about 6,300 vacant social
housing units that were not accessible to tenants.
The Ministry does not collect information on the
reasons for the individual vacancies, but it has
acknowledged that a key reason is because physical
units are in poor condition.

Survey respondents from five out of the
38 municipal service managers that responded
indicated that they could not provide social housing
to the required minimum number of households
because vacant units were not in suitable condition.
These five municipal service managers make up
about half of the almost 187,000 households that
must receive social housing under the Act.

For instance, a publicly available 2015 survey
of social housing tenants in the City of Toronto
found that 37% indicated there were pests or bugs
in their buildings, 26% that walls or ceilings were
deteriorating, and 23% that heating conditions
were poor. One of Toronto’s biggest housing provid-
ers, Toronto Community Housing Corporation, has
publicly identified that it has over $2.6 billion in
repair backlogs and that, without significant capital
investment, about 46,000 units will be in poor and
critical condition by 2023. It anticipates shutting
down about 7,500 of these units because they will
not meet minimum living standards.

We also noted that, in 2010, the Ministry identi-
fied housing providers’ capacity as being an issue
that prevents them from following proper property-
management practices. It noted that housing
providers often lacked sufficient experienced staff.
It was only in spring 2016 that the Ministry estab-
lished a working group and began discussions with
stakeholders; to date, however, there have been no
changes implemented.

To ensure their buildings and units are kept in good
condition, housing providers are required to imple-
ment adequate asset-management plans and have
sufficient reserves so that when vacancies are cre-
ated, the units are provided in a suitable condition
to rent to prospective tenants. Municipal service
managers perform periodic operational reviews

of housing providers to ensure housing providers,
among other things, implement asset-management
plans and have sufficient capital reserves.

At the nine municipal service managers we
visited and at which we examined operational
reviews, about half of the 81 housing providers we
sampled did not have adequate asset-management
plans or did not follow them, and in some cases
they had depleted their capital reserves.

In order for a building to be adequately main-
tained as it ages, it is important that housing
providers establish and update asset-management
plans. For example, the exterior of a building may
require seasonal maintenance and repair, while
the windows may need replacing every eight to
20 years. These plans also ensure that all routine
maintenance activities are scheduled, conducted
and documented, and that the housing provider can
monitor whether staff or contractors are completing
the work as required.

Municipal service managers’ reviews indicated
that housing providers often did not maintain,
update or implement such asset-management
plans. As a result, these housing providers would
not be able to adequately address deterioration
of their buildings, nor anticipate when repairs to
building components are required.

One municipal service manager informed us
that the failure of a housing provider to implement
an asset-management plan for heating systems
resulted in numerous heating interruptions for
71 households over the course of two winters,
including one heating interruption that lasted a
consecutive 48 hours.



In seven municipal service managers we visited
that had evaluated whether housing providers had
adequate capital reserves, we noted that about 30%
of 60 housing providers we sampled had depleted
capital reserves during the year that municipal ser-
vice managers reviewed their operations.

A capital reserve is a specific account main-
tained by a housing provider to ensure that suf-
ficient funds are available for future capital needs
and repairs. For example, when a roof reaches
the end of its expected life, the provider should
be able to pay for the new roof out of the capital
reserve fund, rather than out of the current year’s
operating budget.

The Act requires that housing providers make
annual contributions to their capital reserves;
however, municipal service managers indicated
that housing providers often had depleted capital
reserves because they had not consistently contrib-
uted every year, or contributed less than what they
are required to contribute.

For example, a housing provider in one area was
required to have $881,000 in its capital reserve,
but had not apportioned $300,000 into its reserve;
therefore, the reserve was short by one-third. As
a result, the housing provider would likely not be
in a position to pay for significant capital repairs
when necessary.

RECOMMENDATION 12

To help ensure that vacant units are in adequate
condition to be occupied, and to ensure the
long-term sustainability of buildings, we recom-
mend that the Ministry of Housing work with
municipal service managers and the federal
government to develop a strategy to address
outstanding repairs and maintenance on social
housing stock.

. MINISTRY RESPONSE

The Ministry accepts this recommendation.
Strategies and investments to secure the
ongoing sustainability of social housing stock
is a key aspect of Ontario’s negotiations with
the federal government regarding the National
Housing Strategy investments.

New investments would build on previous
Ministry funding through the Social Housing
Asset Management Program to promote the use
of up-to-date asset management practices in the
municipal, non-profit and co-operative sectors.
Current funding from the Province’s Climate
Change Action Plan is being put towards green-
house gas reduction retrofits in social housing
apartment buildings.

RECOMMENDATION 13

To encourage housing providers to make sound
property-management and social housing
administration decisions, we recommend that
the Ministry of Housing:
develop standards and accreditation ratings
for housing providers for public reporting;
require municipal service managers to evalu-
ate providers’ operations to determine an
appropriate rating for each provider;
gather and report on the results
periodically; and
provide training, resources and supports to
housing providers to address the challenges
they currently face.

. MINISTRY RESPONSE

The Ministry accepts this recommendation. As
part of social housing modernization, the Min-
istry will be consulting on standards for hous-
ing providers, as well as ways to measure and
report on how standards are being met. Another
area of focus is supporting capacity building

for providers.



Housing providers are not required to provide 100%
of their units to social housing tenants. Accord-

ing to their individual contracts, each provider is
required to meet a certain target—for example, that
75% of its units be provided to social housing ten-
ants while the remaining 25% could be offered to
anyone else. These targets were mostly determined
several decades ago when these buildings were

first constructed.

Of the 38 municipal service managers that
responded to our survey question on this topic, 11
indicated that they could not provide social housing
to the required minimum number of households
because providers were filling vacancies with non-
social-housing tenants. These 11 municipal service
managers make up about two-thirds of the almost
187,000 households that must receive social hous-
ing under the Act.

Our file review at municipal service managers
we visited found:

In one area, 29 of the 39 (74%) housing
providers did not meet their social housing
targets. One provider was supposed to provide
50 social housing units, but provided only 30.
Similarly, 29 of the 34 (85%) housing provid-
ers in another area also did not meet their
social housing targets.

Although, according to their contracts, the
housing providers are legally required to meet their
targets and provide the required number of units to
social housing tenants, municipal service managers
do not take action when housing providers do not
do this. In many cases, they would lack the resour-
ces to take legal action against their housing provid-
ers even if they were inclined to do so.

The Ministry does not know how many units
reserved for social housing were occupied by non-
social-housing tenants.

Municipal service managers that responded to our
survey indicated that one of the reasons why hous-
ing providers do not take applicants from social
housing wait lists is that calculating tenant incomes
is overly complicated. Tenants’ rent payable is equal
to 30% of their before-tax income, which is calcu-
lated based on rules and regulations prescribed
under the Act. There are over 60 types of income
that are specifically excluded from determining a
tenant’s income. For example, interest earned in a
bank account for a balance of less than $5,000 is
excluded from income, whereas interest earned on
balances higher than $5,000 is included.

In addition, there are certain calculation
requirements that result in inequitable rents for
similar tenants. For example, the income of a
full-time college or university student is excluded
when calculating household income. However, if
an individual returns to full-time post-secondary
schooling after being out of full-time schooling for
five years, their income is included when calculat-
ing household income.

Since 2010, the Ministry has acknowledged
the complexities in calculating tenant’s incomes.
However, it was only in 2017 that it established
a working group with a goal of addressing the
complexities and simplifying rent calculations.

At the time of our audit, however, the Ministry
had not made any decisions on simplifying the
rent calculations.

The Ministry has acknowledged that income-
calculation rules can be confusing and difficult for
providers to administer. One municipal service
manager informed us that housing providers
often make errors because of the complex rules in
the Act for calculating and documenting tenants’
incomes. Housing providers’ staff who adminis-
ter these calculations may not necessarily have



742

adequate financial background to administer all the
rules correctly.

In municipal service managers’ reviews of hous-
ing providers where they ensure providers are cor-
rectly calculating tenants’ incomes and charging the
correct rent payable, we noted that providers made
frequent errors in calculating a tenant’s income that
resulted in the wrong rent being paid. For example,
in six out of the 10 housing providers’ reviews at
one municipal service manager, we noted that
housing providers made errors in calculating
tenant incomes and had charged incorrect rents.
Another municipal service manager reviewed one
housing provider’s rent calculations for a five-year
period and found that, in total, the provider had
overcharged some tenants by $20,000, and under-
charged other tenants by $110,000, resulting in a
net loss of $90,000.

Given that housing providers’ staff find it
difficult to work with the complex rules used in
calculating income, it is not surprising that many
tenants are also confused by these rules. Municipal
service managers informed us that the complexities
in the rules regarding declaring income create chal-
lenges for tenants being able to achieve compliance.
This is especially true for those who face additional
barriers such as lack of proficiency in English, or
mental disabilities.

RECOMMENDATION 14

To better ensure that tenants’ rents are calcu-
lated correctly and to reduce the administrative
burden of calculating tenant rents, we recom-
mend that the Ministry of Housing work with
municipal service managers to simplify the rent-
geared-to-income calculation in the Housing
Services Act.

. MINISTRY RESPONSE

The Ministry accepts this recommendation. As
part of the update to the Long-Term Afford-
able Housing Strategy, the Ministry committed
to working with service managers, housing

providers, and other ministries to simplify the

calculation of rent-geared-to-income (RGI) and

harmonize the definition of income so it is con-

sistent with other income-tested programes.
Following priority work on the Portable

Housing Benefit Framework, the Ministry

has initiated a working group on RGI simpli-

fication that will provide recommendations

to government.

As discussed in Section 2.4, in September 2017, the
Ministry began allowing municipal service man-
agers to provide portable social housing subsidies.
Under the portable subsidy, social housing tenants
are allowed to use their subsidy to pay rent for any
unit they choose to live in, not just for units that
have been specifically dedicated as social housing
units. The municipal service manager provides
the portable subsidy directly to the household,
and the household uses that subsidy to pay rent to
the landlord.

The portable housing subsidy, if used by muni-
cipal service managers, is a great tool to ensure
that the standard of 186,717 subsidies required
under the Act can be met going forward—the port-
able nature of the subsidy resolves the problems
(identified in Section 4.6) that historically pre-
vented municipal service managers from meeting
this standard.

However, the availability of a tool does not
ensure that municipal service managers will use the
tool. We noted that the Ministry has acknowledged
the risk that municipal service managers may be
reluctant to implement and use the new tool to
attempt to meet the unmet legislated standard.
Since the Ministry does not enforce that the munici-
pal service managers meet the legislated standard,



and the use of the new tool is not mandatory, there
still exists a risk that the standard may continue not
to be met.

RECOMMENDATION 15

To help ensure that municipal service managers
meet the legislative standard of providing social
housing to a minimum number of 186,717
households, as set out in the Housing Services
Act, we recommend that the Ministry of Hous-
ing encourage the use of the new portable
subsidies in service areas where the standard is
not being met.

. MINISTRY RESPONSE

The Ministry accepts this recommendation and
will continue to encourage the service managers
to use the new Portable Housing Benefit Frame-
work to assist in meeting their service level
standards. In addition, the Ministry will work
with early adopters and develop an evaluation
framework to assess the delivery and outcomes
of the Portable Housing Benefit Framework.
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Appendix 1: Minimum Number of Social Housing Subsidies That Municipal

Service Managers Are Required to Provide as per the Housing Services

Act, 2011

Source of data: Housing Services Act, 2011

Minimum # Minimum #
Service Area of Subsidies Service Area of Subsidies
Algoma* 464 Nipissing* 1,522
Brantford 1,645 Norfolk 656
Bruce 601 Northumberland 677
Chatham-Kent 1,365 Ottawa 16,502
Cochrane* 1,959 Oxford 1,020
Cornwall 1,843 Parry Sound* 278
Dufferin 456 Peel 8,424
Durham 4,446 Peterborough 1,569
Grey 1,210 Prescott and Russell 682
Halton 2,953 Rainy River* 438
Hamilton 9,257 Renfrew 1,275
Hastings 1,980 Sault Ste. Marie* 1,869
Huron 529 Simcoe 2,801
Kawartha Lakes 871 St. Thomas 946
Kenora* 867 Stratford 993
Kingston 2,003 Sudbury 3,603
Lambton 1,075 Thunder Bay* 3,601
Lanark 771 Timiskaming* 589
Leeds and Grenville 987 Toronto 73,346
Lennox and Addington 497 Waterloo 5,882
London 5,939 Wellington 2,342
Manitoulin-Sudbury* 323 Windsor 5,726
Muskoka 476 York 3,988
Niagara 5,471 Provincial Total 186,717

*In Northern Ontario, each municipality is not a service manager; the Province established District Social Service Administration Boards that act as service

managers for multiple municipalities.
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Appendix 2: Audit Criteria

Prepared by the Office of the Auditor General of Ontario

1. Roles and responsibilities are clearly defined and accountability requirements are established between the Ministry
of Housing and Service Manager Organizations to ensure that housing programs are delivered equitably, effectively,
economically, and in accordance with legislative, contractual and program requirements.

2. Need for housing programs is monitored and resources allocated and planned for accordingly so that the provincial
government’s aim of ensuring eligible Ontarians have an affordable home is being met.

3.  Funding allocations are co-ordinated with the Canada Mortgage and Housing Corporation based on established needs,
commensurate with the value of housing programs to be provided by Service Manager Organizations, and evaluated on a
timely basis.

4.  Performance measures and targets are established, monitored and compared against actual results to ensure that the

intended outcomes with respect to housing programs are achieved and that corrective actions are taken on a timely basis
when issues are identified.

5. Accurate, timely and complete financial and operational information is regularly collected on housing programs to assess
their performance, effectiveness and efficiency and results are publicly reported.

Chapter 3 * Section 3.14
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Appendix 3: Demographic Composition of the Wait Lists across Municipal

Service Areas, As at December 2016

Source of data: Ministry of Housing

Single Adults
and Couples

Families with

Service Area # % # % # % #
Algoma* 59 23 83 32 118 45 260
Brantford 399 30 405 30 542 40 1,346
Bruce 69 19 128 35 168 46 365
Chatham-Kent 126 28 198 43 134 29 458
Cochrane* 528 33 628 39 444 28 1,600
Cornwall 175 24 271 37 280 39 726
Dufferin 109 21 233 45 176 34 518
Durham 2,525 42 1,583 26 1,966 32 6,074
Grey 143 23 146 23 345 54 634
Halton 1,266 38 1,161 35 894 27 3,321
3 Hamilton 2,646 44 800 13 2,508 42 5,954
E Hasting 428 29 278 19 787 53 1,493
'§ Huron 65 24 44 16 162 60 271
2 Kawartha Lakes 261 22 468 39 472 39 1,201
'%' Kenora* 240 33 119 17 362 50 721
G Kingston 252 23 160 14 703 63 1,115
‘qé Lambton 59 20 66 23 167 57 292
5 Lanark 108 23 101 22 255 55 464
Leeds and Grenville 54 15 115 33 184 52 353
Lennox and Addington 82 19 81 19 268 62 431
London 956 34 102 4 1,762 62 2,820
Manitoulin-Sudbury* 109 22 166 33 221 45 496
Muskoka 126 18 140 20 444 63 710
Niagara 1,053 24 1,868 42 1,522 34 4,443
Nipissing* 159 20 205 25 446 55 810
Norfolk 63 21 87 29 145 49 295
Northumberland 97 20 154 32 229 48 480
Ottawa 3,421 34 2,263 23 4,368 43 10,052
Oxford 405 27 272 18 823 55 1,500
Parry Sound* 106 26 68 17 232 57 406
Peel 6,150 47 3,484 27 3,324 26 12,958
Peterborough 235 16 635 42 646 43 1,516
Prescott & Russell 237 28 402 48 193 23 832
Rainy River* 47 48 20 21 30 31 97
Renfrew 310 31 234 23 452 45 996

Sault Ste. Marie* 258 20 295 23 752 58 1,305
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Families with

and Couples Dependants mm
Simcoe 698 22 1,354 43 1,123 35 3,175
St. Thomas 141 35 62 15 200 50 403
Stratford 53 23 30 13 144 63 227
Sudbury 209 14 473 32 794 54 1,476
Thunder Bay* 174 20 119 14 558 66 851
Timiskaming* 60 24 158 63 31 12 249
Toronto 25,513 28 31,171 35 33,211 37 89,895
Waterloo 1,068 39 726 27 917 34 2,711
Wellington 497 33 399 27 601 40 1,497
Windsor 1,173 35 862 26 1,315 39 3,350
York 3,402 24 7,756 55 2,874 20 14,032
Provincial Total 56,314 60,573 68,292 | 185,179 |
Provincial Average 30 33 37

*In Northern Ontario, each municipality is not a service manager; the Province established District Social Service Administration Boards that act as service

managers for multiple municipalities.
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