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2017/18 Operating Plan 

Summary 

At the February Board meeting, the Board approved a balanced operating budget 
for fiscal year 17/18 after building amortization. At that meeting, management 
identified that it was still approximately $.6M short of that target and would 
continue with its planning with the intent of eliminating the shortfall. The intent of 
this Briefing Note is to summarize the additional strategies that will be 
implemented to achieve that goal. The original February Briefing Note has been 
used, to ensure that you have easy access to the original assumptions with 
comments in bold reflecting the changes that have occurred over the past two 
months. 

Management recommends to the Resource Committee, the approval of the 2017/18 
operating budget, which reflects a balanced operating position after building amortization 
costs and related deferred capital grant amortization. This bottom line position is 
approximately $750K higher than the Ministry mandated position of a balanced position 
prior to building amortization costs. In CMH’s case this additional surplus is necessitated 
due to the Foundation’s inability to monetarily support the hospital’s capital equipment 
needs in the short term. 

This proposed operating budget will generate approximately $3.3 million of cash which 
will be utilized to partially fund the 17/18 capital equipment budget. The assumptions that 
comprise this proposed budget are identified in detail in this Briefing Note.  

Background and Analysis 
Patient Volumes 

• It is assumed that there will not be any material changes to CMH’s planned
volumes prior to opening the new addition. A strategy to address the planned
growth in the latter half of fiscal year 17/18 (following the opening of the new
facility) is in development and will be shared with the Board at the May meeting.

• The 17/18 operating budget has been developed assuming 5 months of surge
utilizing 10 extra beds.

• YTD, ER visit volumes are consistent with the previous year. Management has
assumed that there will not be a material growth in ED volumes when the new
ED opens in the fall of 2017. Experience at other new hospital developments
showed significant growth in ED volumes upon opening of new space. However,
it is assumed that the planned opening of three new large ambulatory urgent care
centres at approximately the same time and in direct proximity to the hospital will
significantly offset any planned growth linked to the completion of the new facility.
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• Preliminary HSAA and funding documents do not indicate any material changes 
in CMH’s  allocated QBP volumes with two possible exceptions: there is an 
anticipate increase to 1,441 (from 1351) cataract cases and a drop to 181 (from 
210) tonsillectomy cases. Management does not have any concerns regarding 
the reduction in tonsillectomy procedures. 

 
Key Financial Assumptions 
 
Revenue 

• Increase of $.485M in HBAM funding allocation. This amount reflects the 
changes to the funding formula that were announced last year. In total, CMH was 
entitled to an approximate $.9M annual increase but role out was to be phased in 
over a two year period. This increase will be significantly offset by a funding 
reduction of $474K associated with a drop in QBP acuity over the past year and 
an additional $139K funding reduction linked to operational inefficiency as 
measured by the new funding formula’s “BFE” ratio (ratio of Ministry revenue to 
organizational expense). Management is still trying to determine if the funding 
drop linked to acuity is systemic or CMH specific. At this point, there has been no 
Ministry announcement regarding any inflationary funding increases and none 
are expected until the government budget is tabled in the spring; 

• Incremental funding in the amount of $.4M (announced in November/16). An 
explanation for this funding stream has not been fully provided but is thought to 
represent components of the 1% inflationary increase that was announced at the 
beginning of 16/17 but not fully flowed in the spring/summer and held back by the 
Ministry for special provincial initiatives. At this point, management has assumed 
that the full amount can be applied to next year’s pressures but debates are still 
ongoing with the WWLHIN because they would like to link this funding to targeted 
QBP increases. Should that occur, there will be a corresponding increase in 
clinical expenses (not currently budgeted) to provide this expanded service 
offering; 

• CMH will receive a PCOP Facility funding allocation in the upcoming year. It will 
be a prorated component of $4.1M (which is a fully loaded allocation 
representative of all facility needs once all renovations are completed at the end 
of Phase 3) based on when the new facility opens. Our current planning has 
been adjusted to reflect a delayed interim completion (IC) date. Currently, 
we are assuming a September 30, IC date and a move into the new facility 
at the end of November. As a result, we have assumed $2.04M of additional 
funding with $1.3M to be spent in the current year. It is assumed that 
supplies and utilities will be incurred from the time of building handover 
and that staffing costs will begin at the time of move in. PCOP start-up 
funds will be utilized to hire staff 6 weeks in advance of move in. The 
differential noted above will be used to subsidize other corporate needs in 
the current year. The planned use of the facility allocation will gradually increase 
on an annual basis as various service/maintenance obligations become owing 
and space renovations are completed. At this time, there is a $1M gap between 
what has been allocated by the Ministry for this purpose and what was estimated 
as being required; 

• CMH will also receive a PCOP Clinical funding allocation in the upcoming year. 
CMH will be entitled to receive 25% of the agreed upon clinical expansion in the 
first year. The current plan has four months (Dec-March) of incremental 
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“medical” activity. As a result, the budget has been built with the 
assumption that funding will be received for 5 additional medical beds that 
will be used to cover the cost of 10 surge beds through the latter 5 months 
of the fiscal year. The corresponding revenue that has been assumed is 
approximately $.64M. This will permit the organization to implement the CSI 
medical unit recommendations and then reassess the need for medical 
beds going forward. The patient volume from these en surge beds will be 
utilized as the incremental volume required to retain the PCOP funding 
allocation. 
 
In the mean time, it is assumed that all other clinical PCOP funding allocations 
will be utilized in the provision of expanded service offerings. The actual 
departmental allocations will occur later in this fiscal year and all revenue and 
expense assumptions will remain budget neutral; 

• Improved P4R performance will result in an increase of P4R revenue. The 
current estimate is an additional $.2+M. This amount will not be confirmed until 
Q4. It is assumed that all incremental funds that will be received will be utilized to 
address various enhanced Emergency/Flow service requirements including 
backfill costs for the Nurse Practitioner; 

• CMH continues to experience an increase in parking revenue linked to increased 
space availability and improved controls. As such, the budget contains a planned 
increase of an additional $225K of revenue. 

 
Expenses 

• A net increase of ($1.1M) in salaries and wages tied to inflationary and step 
increases. The budgeted increases are noted below (ONA and OPSEU have just 
agreed to new collective agreements and SEIU is in the final year of its 
agreement (both Clerical and Service will expire late in calendar year 2017)): 
 ONA and OPSEU 1.5% 
 SEIU-Service .7% 
 SEIU-Clerical 1.5% 
 Non Bargaining Allied Health Staff 1.5% 
 Other Non-Bargaining and Management 1.5% 

• ($500K) increase in the cost of benefits inclusive of general increases related to 
salary enhancements, statutory benefit increases and planned cost increases in 
LTD and life insurance premiums, dental and extended health premiums. There 
is a small anticipated offsetting saving linked to a reduction in Future Employee 
Benefits ($65K). There is also significant concern that there will be a significant 
$400K NEER surcharge in fiscal year 17/18 driven by two staff surgical 
interventions, a permanent work impairment and a workplace violence incident. 
This represents a $450K negative impact on our planned assumptions for 
next year; 

• A $175K increase in the sick time budget to address the current in year actual 
forecast; 

• 2% increase in the cost of medical/surgical supplies, and 3% increase in 
medication costs; 

• Approximate 9.3% ($138K) increase in utility cost which is a combination of 
planned inflationary increases and the introduction of a new carbon tax;  

• ($325K) Increase in the cost of IT software and maintenance agreement costs 
caused by new system implementation and equipment renewal. 
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Targeted Operational Reinvestments 
 
The list of recommended operational reinvestments was identified in one of two ways: 
  

(A) – costs that were already being incurred and it was felt they could not be 
eliminated moving forward (the first two bullets below, plus the increase to the 
maternity top up budget); 

(B) – A prioritization of needs based on a series of criteria; a subset of which 
included: the ability to move forward the strategic or clinical plan, ability to 
address outstanding ERM issues, regulatory/legislative requirements and 
enhancement to patient safety/quality of care etc. 
 

• During the current year, there has been a significant unplanned increase in 
med/surg costs in the Operating Room (OR) (February YTD variance of 
$512K). The entire increase has not yet been fully explained but it has been 
driven by a number of factors: inability to achieve the planned inventory savings, 
changes in physician practice patterns, unplanned impacts of medical manpower 
recruitment, changes in case mix and increased ambulatory volumes. The 
majority of these costs are considered ongoing and as such, will require a budget 
increase of approximately $350K; 

• Approximately, $.6M has been reinvested in targeted clinical initiatives including 
the hiring of a Nurse Practitioner for LDRP and Pain Management, enhanced 
staffing in LDRP to facilitate a planned transition to the new model of service 
delivery that will be implemented with the opening of the new facility, increased 
cost of utilities linked to expanded “shoulder season” cooling and an 
enhancement to the “maternity leave” budget. 

• An increase in staffing and supply costs in the amount of $200K in order to 
address a series of new guidelines and regulations mandated by the Ontario 
College of Pharmacists (OCP). This allocation will also facilitate the 
implementation of medication reconciliation throughout the organization to 
address both the Accreditation and HSAA requirements. The first year focus will 
be on ED, Medicine, Mental Health and the Medical Day Care clinic, while year 
two will focus on Surgery, Obstetrics and Pediatrics; 

• With the completion of the new facility, there will be a separation of the new 
delivery suite from the new OR’s. Currently caesarian sections (C/S) are 
performed in the main operating room (OR) with the role of scrubbing and 
circulating performed by OR nurses. A change in the model of care in the new 
facility has C/S performed in the birthing operating suite with birthing nurses 
performing the roles of scrubbing and circulating. The relocation of C/S to the 
birthing unit is in alignment with best practice at other hospitals and will enhance 
patient experience through family centred care. This will necessitate an 
increase in one additional RN 7x24hrs and an incremental cost of 
approximately $555K annually. The 17/18 budget only contains incremental 
costs of approximately $185K ((Dec – March) due to the delayed opening of 
the new facility. A marketing strategy will be developed and rolled out by 
the clinical leadership in an attempt to increase the number of Obstetrical 
referrals to the hospital. No offsetting PCOP revenue has been budgeted in 
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17/18 related to this incremental volume because of the additional time for 
such a strategy to take root; 

• One time staffing support in the amount of $.2M to oversee the planned 
implementation of the proposed changes to the medical service delivery 
model as identified by the external consultants (CSI). 

 
Operational Efficiencies Aimed at Achieving the Targeted Surplus 
 

• Management has identified approximately $1.6M of strategies aimed at 
overall cost reductions. This includes the annualization of various strategies 
that were introduced at the beginning of this year (i.e. changes in the Mental 
Health Service delivery model and staffing reduction in the Operating Room, 
LDRP and in Utilization Management) plus additional initiatives implemented 
during the year. They include changes to the Hospitalist and “City Call” medical 
manpower plan; staff reductions in Health Records, Food Services and 
Diagnostic Cardiology; the elimination of the shared Regional Chief of Radiology, 
a.8 FTE Speech Pathologist, and a .5 FTE Mental Health Clinical Educator; 
changes in drug utilization; supply savings linked to contract standardization 
facilitated by a regional shared system; a reduction in planned training and 
orientation linked to the Nursing Relief Team and a series of departmental 
operational efficiencies in Finance, IT, Diagnostic Imaging and Human 
Resources; 

• In preparing the February Briefing Note, CMH anticipated a significant 
($350K) funding reduction related to the new Medical Day Care (MDC) 
Systemic Therapy funding formula. Ongoing review and partnered work 
with Cancer Care Ontario (CCO) identified a series of data quality issues 
that did not link physician providers with care recipients and caused 
patient volumes to be missed. This has now been corrected and it is 
assumed the our revenue allocation will slightly exceed the original 
funding allocation. In the interim, a significant amount of time was spent in 
reviewing our service provision model in comparison to the CCO 
prescribed model and in comparison to three other hospitals. This has 
resulted in a three phase strategy to improve our operational efficiency in 
the program:  
 
Phase 1
Elimination of 1 RN 5 days a week starting ASAP (assume May 1) 100,833$                
GRH Support for Rad Onc position starting ASAP (assume April 1) 22,000$                  
Eliminate 2 GPO dates per week (start date July 1):Cost Reduction 93,600$                  
Loss of GPO Recovery Rate (budgeted at 82.5%) (77,220)$                 
Eliminate .4 RPN (assume July 1) 20,571$                  

159,785$                

Phase 2-Complete Site Visit & Develop Strategies to Address Reorg's noted below-Strategy to be completed by June 30/17
Eliminate remaining 1 FTE RPN Time Frame for Savings TBD
Eliminate Clerical .5 FTE Time Frame for Savings TBD
Eliminate All/Partial FTE dedicated to Phone Function Time Frame for Savings TBD

Phase 3 - Q2 & Q3
What is the Future of GPO Model
How do we grow Volumes: Increase GRH Referrals & Address Medication Preparation  
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Drug Recovery revenue has also been increased to 94% from the 
previously budgeted 90%. 
 

CSI have presented a series of recommendations to the Medical Unit, the ICU, the 
Emergency department (ED) and Pediatrics. They include: 
 

• Improving the care of telemetry patients who are currently cared for on the 
Medical unit by transferring them to the ICU and utilizing current excess staffing 
capacity in the ICU to look after these patients at no extra cost; 

• Restructuring the current composition of medical beds to create two new medical 
units: one geared to the care of longer stay geriatric patients; while the other 
focused on more acute, shorter stay medical patients (inclusive of oncology 
patients). Staffing patterns would be adjusted on both units to better meet the 
needs of the new patient population (i.e. a “Patient Ambulator” would be added to 
the “longer stay” unit, while “Team Based” service delivery with enhanced 
unregulated staff was recommended for the “short stay” unit, thus ensuring 
enhanced staffing resources to support the higher patient care needs of this 
patient population). Upon admission in the ED, patients would be properly 
streamed to the correct unit based on diagnosis. Ultimately, the intent is a 
reduction in the length of stay on both units coupled with the transfer of telemetry 
patients resulting in a smaller complement of medical beds; 

• Opportunities to reduce medical remuneration linked to both the cost of 
Intensivists (reduce or eliminate the current subsidy due to an increased patient 
population in the ICU and Step Down unit) and Hospitalists (increase case load 
thus reducing the need for the 4th Hospitalist during periods of surge); 

• Changes to CMH’s current Bed Management model to facilitate increased 
medical unit capacity and to improve organizational flow; 

• Staffing patterns were reviewed in the ED based on the existing patient 
population and it was recommended that staffing levels can be reduced in the 
new ED space, to reflect an increase in patient/staff ratios; 

• Co-locating the Pediatric and Special Care Nursery into one unit, thus creating 
an increased critical mass and eliminating the need to maintain minimal staffing 
levels on the Pediatric unit. 

 
Management is recommending that we proceed with the first four recommendations 
noted above. The telemetry transition is targeted for June 1 but will not result in any 
immediate incremental operational efficiencies. The planned savings from the Intensivist 
subsidy will be reinvested to create 7x24 hr Intensivist coverage to address any gaps in 
medical subspecialty availability resulting from the transfer of telemetry patients to the 
ICU. This change will result in increased capacity on the medical unit that will need to be 
incorporated into the new bed map that is developed going forward. At this point, it is 
assumed that there will not be any changes to the staffing models on the medical 
units during the model’s implementation. Service offerings will continue to be 
provided in the same manner as they were in 16/17, with some possible enhanced 
allied health staff on the weekends to ensure ongoing ambulation, service 
continuity and flow. At this point, implementation is targeted to coincide with 
move in to the new facility (late November/17). Following the implementation of 
the CSI recommendations (towards the end of 17/18), staffing patterns and bed 
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capacity will be reassessed and any changes will incorporated into the 18/19 
operating assumptions.  
 
The staffing changes that have been proposed for the ED will not be targeted in 17/18 to 
allow for the time required to adjust the daily staffing mix, increase staff education in the 
department and to facilitate the required planning to provide services in a safe manner in 
the new facility (see Briefing Note in this month’s package for additional detail). This will 
also allow a temporary resolution of the ONA threatened Independent Assessment 
Committee (IAC) action. It is assumed that the proposed savings will be re-explored in 
planning for next fiscal year. 
 
The planned consolidation of the Pediatric unit and the Nursery have been 
reviewed in greater detail and a decision has been made that the recommended 
savings are not achievable. As such, the two departments will continue to operate 
as separate units.  
 
Year-end staff severance accruals have been made to address the proposed 
restructuring in the Medical Day Care clinic and the proposed staff changes in the 
administrative service offerings. 
 
Risk Assessment 
 
The major financial risks identified with this proposed operating plan are: 

• An increased organizational cost per case and increased amounts of  unfunded 
expenditures that will most likely result in further HBAM and QBP funding 
reductions in 19/20; 

• A reduced amount of cash generated from operations which when combined with 
the other funding sources, does not provide large amounts of flexibility or 
contingency related to the multi-year capital strategy that has been approved by 
the Board; 

• A large portion of this year’s operating enhancements ($740K) are funded 
through an anticipated one-time surplus on the PCOP Facility allocation. Further 
building delays may impact the availability of this surplus but this strategy has 
also eliminated any flexibility regarding any unplanned costs that may arise in the 
new facility upon opening or early stage operation. In addition, these one-time 
savings will be required in future years which will further tax CMH’s ability to find 
additional efficiencies going forward; 

• With a dwindling operating surplus and uncertainty regarding a number of the 
outstanding assumptions and initiatives, there is added risk regarding next year 
end’s operating finish linked to the clinical PCOP. In short, there will be reduced 
operating flexibility and contingency to absorb any volumes shortfalls and any 
resulting PCOP funding claw backs; 

• Ministry reassessment of the base year that is utilized for PCOP program 
growth reconciliation and an inability to apply the medical unit surge 
population against the anticipated growth that will be required for the 5 
additional medical beds and the resulting loss of the planned incremental 
revenue ($.64M). 

 
Other options were considered to address the above financial risks in 17/18. This 
included implementing the proposed staffing reductions in the ED, eliminating the 
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Intensivist subsidy, and the consolidation of the Pediatric unit and not proceeding 
with the LDRP staffing enhancement. However, none were viewed as practical 
options considering the additional risks that would result. At this point, the 
greatest opportunities for operational contingencies for the upcoming fiscal year 
include a possible Ministry base funding increase, the implementation of the 
Phase II Medical Day Care strategies and the opportunity to improve operational 
efficiencies in the ED following the move into the new facility, assuming there is 
not a significant increase in corresponding ambulatory activity. 
 
Other operational risks include: 

• Working through the challenges associated with such a significant process 
change on the Medical Units – “High” 
In order to successfully implement he proposed changes in the CSI report, they 
will require a dedicated team of managers committed to changing a large number 
of operational processes and then ensuring their sustainability. The potential 
risks of a poor implementation can include a drop in staff morale, increased 
levels of absenteeism and overtime, a departure of Hospitalists and 
complications to patient flow and patient experience. A well thought through 
implementation strategy, that is well resourced and supported by project 
management resources and visible senior leadership champions will be 
instrumental to the success of the change.  

• Sick and Over Time – “High” 
There has been a large decrease in OT and sick time activity. YTD there has 
been an approximate drop of 5,500 hrs. OT performance still remains in excess 
of the 40th percentile, while sick time is below the 40th percentile. As such, the 
sick time budget has been increased to reflect the current year trend. The 
challenge next year will be to replicate the current year performance and to 
further improve OT performance and eliminate the remaining in year variance 
(thus reaching the 40th percentile provincial performance) while making the 
clinical changes that have been recommended. The management team entrusted 
with providing oversight in the current year to this strategy will continue to meet 
bi-weekly to track trends and evolve strategies to try to evolve performance. 

 
The 17/18 operating budget continues to have a budgeted contingency in the amount of 
$.2M, which can be utilized to address any minor cost/revenue shortfalls that materialize 
during the course of the year. 
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