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Date:   February 17, 2021   
Issue:  2021-22 Operating Budget   
Prepared for: Resources Committee   
Purpose:      ☒  Approval ☐  Discussion   ☐  Information   
Prepared by: Trevor Clark, VP Finance and Corporate Services  
Approved by:   Patrick Gaskin, President and CEO  
   
Attachments/Related Documents:  None 
 
 
Alignment with CMH Priorities 
 

2019-2021 
Strategic Plan 

   No ☐ 

2020/21 Integrated Risk 
Management Priorities 

No ☐ 

2020/2021 
Priorities 

No ☐ 
☒ Prove Patients Matter Most  ☒   Patient Experience ☒   Accelerating Access to Care 
☒ Increase Joy in Work ☒   Length of Stay ☒   Keeping Staff and Physicians Safe and Engaged 
☒ Lead Boldly ☐  CRP Phase 3 ☐  Executing CRP Phase 3 
   ☒  Multi-year Fiscal/Capital Strategy ☐  Completing our HIS  Evaluation 

 
 
 
Please note that bolded sections below are modifications to the January briefing note 
that was shared with the Committee. 
 
Recommendation/Motion 
 
The Resources Committee of the Board recommends to the Board of Directors approval 
of a balanced operating budget for the 2021/22 fiscal year. 
 
Executive Summary 
 
A balanced operating budget is being proposed for fiscal 2021-22 with no reduction in 
clinical services. The budget is based on the key assumption that the pandemic will have 
no net financial impact on hospital operations. It has been assumed pandemic related 
costs will be 100% reimbursed by the Ministry of Health (MOH). 
 
Post Construction Operating Plan (PCOP) funding has been budgeted at $13.5M, the 
maximum amount that Cambridge Memorial Hospital (CMH) is eligible to receive in fiscal 
2021/22. Additional medicine beds opened in response to the pandemic will remain open 
for part of the fiscal year and endoscopy services expanded through a partnership with 
Tri-City Colonoscopy, generating 1,329 additional weighted cases. 
 
Three key budget strategies have been agreed upon to reduce expenses and increase 
revenue:  
 

 

2021/22 OPERATING BUDGET 
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1. Reduction in the number of conservable bed days supporting the closure of 5 medical 
beds at the end of June and 20 medical beds at the end of September; 

2. Improvement in physician documentation and coding to increase the number of 
weighted cases; 

3. Optimization of clinical staffing model to reduce the amount of overtime incurred. 
 
Budget enhancement requests have been approved to drive these three strategies. 
Project teams are being formed and a dashboard developed to guide this work and 
monitor progress being made on the goals identified. 
 
Background 
The Financial Planning and Performance policy in the Board manual requires management to 
prepare an annual balanced budget, unless explicitly directed or permitted by the MOH or 
Ontario Health (OH). Cambridge Memorial Hospital’s (CMH) budget, operating plan and capital 
plan are aligned with the Board’s established priorities, and minimize the financial risk to the 
organization. The budget, operating plan and capital plan are approved by the Board no later 
than February before the start of the fiscal year. 
 
CMH normally submits a Hospital Accountability Planning Submission (HAPS) to OH on an 
annual basis. The HAPS is a detailed operating plan, including financial and statistical budgets 
and performance indicators that informs and aligns with the H-SAA. The MOH has advised that 
due to the health system’s current focus on the pandemic response, hospitals will not be 
required to submit a HAPS for 2021-22. No direction has been provided by government to date 
to help hospitals plan for the upcoming fiscal year. 
 
A decision was made to proceed with the 2021-22 budget development process in September. 
CMH will be entering the third year of the post construction operating plan (PCOP) funding 
period and is eligible to earn up to $13.5M in operating funding if weighted case growth targets 
are met. The budget is based on the key assumption that there will be no pandemic impact.  
 
No pandemic costs have been built into the budget. It is recognized that the pandemic will have 
an impact on operations for at least the first half of fiscal 2021-22. It is assumed that any 
pandemic related costs incurred will be offset by revenue. The MOH has reimbursed hospitals 
for 100% of incremental operating and capital costs incurred through September and is 
expected to continue to provide hospitals with funding to cover incremental costs for the 
duration of the pandemic period. 
 
Analysis 
At November’s Resources Committee meeting, it was reported that the organization was $3.5M 
short of achieving a balanced operating budget for fiscal 2021-22. The budget shortfall was 
driven by: 
 
 A shortfall in surgical weighted cases compared to PCOP targets; 
 The loss of an additional $1M in Quality Based Procedure (QBP) funding due to forecast 

volume decreases for three key medical QBPS (COPD- chronic obstructive pulmonary 
disease, CHF- congestive heart failure, pneumonia); 

 Incremental costs due to change in practice resulting from the pandemic; 
 Higher overtime costs;  
 Inflationary pressures. 
 
The Senior Management Committee continued to meet weekly through the middle of December 
to develop strategies to close the forecast budget gap. Budget meetings were put on hold in 
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December as the organization shifted its focus to support the Cambridge Country Manor 
outbreak and started again in early January. At this time, a balanced budget has been 
developed with no reduction in clinical services. Additional medicine beds opened during 2020-
21 in response to COVID-19 will remain open for part of the fiscal year and endoscopy services 
expanded, increasing the number of weighted cases. Efficiencies will be gained in overtime, sick 
time and conservable bed days. The following strategies have been developed: 
 
 The capital redevelopment team confirmed that the timing of the closure of beds in the B 

and C wings due to phase 3 of the Capital Redevelopment Plan (CRP) has been delayed. 
Twenty beds on C3 were scheduled to close at the end of August and 22 beds at the end of 
December (61 beds on B4 to be transitioned to 39 beds on C4). Based on updated plans, 
the 20 beds on C3 won’t need to be closed until later in the fiscal year, and B tower beds 
until fiscal 2022-23. These beds will be kept open, generating additional weighted cases and 
increasing the amount of PCOP funding earned; 

 Implementation of a conservable bed strategy which will allow CMH to close 5 medical beds 
at the end of June and 20 medical beds at the end of September while maintaining the same 
level of service; 

 CMH will pursue a partnership with Tri-City Colonoscopy Clinic to increase endoscopy 
volumes provided through the hospital. The MOH has confirmed that the hospital is eligible 
to earn PCOP funding for volumes over contracted QBP volumes; 

 Efficiency savings from a third party review of the mental health program to assess the 
current model of care and utilization of space on the unit. The review is scheduled to take 
place in March; 

 The hospital is advocating with the MOH’s Health Capital Investment Branch to be 
funded at a higher rate for the 5 mental health acute care crisis beds;  

 QBP and PCOP revenue will be increased as a result of a strategic investment in coding, 
chart audits, case reviews, physician documentation and the use of automated, computer 
assisted tools. There will be a focus on the three key medical QBPs (COPD, CHF and 
pneumonia) to mitigate further funding loss over the $800K currently budgeted in fiscal 
2020-21;   

 A reduction in overtime will be budgeted due to a quality improvement initiative on the staff 
scheduling function to optimize the pool of clinical resources. The overtime budget 
increased from $1.0M in fiscal 2018-19 to $1.8M in fiscal 2020-21 and is going to be 
reduced to $1.2M in fiscal 2021-22; 

 A strategic investment in human resources focused on staff wellness will be budgeted to 
reduce the amount of sick time and to support the WSIB claims management process to 
reduce the number of modified staff who continue to be paid but need to be replaced. CMH 
is going to share the costs of an ergonomist with St. Mary’s General Hospital who will 
focus on reducing musculoskeletal injuries;  

 Budgeted expenses due to change in IPAC and Occupational Health and Safety practices 
resulting from the pandemic will not exceed additional revenue provided by the MOH for this 
purpose.  

 
The proposed operating budget will generate approximately $4.7M in working capital which will 
be used to fund the 2021-22 capital equipment budget. 
 
Patient Volumes 
The pandemic has had a significant impact on patient volumes in fiscal 2020-21. During wave 1, 
hospitals in Ontario were directed to cancel all elective work, impacting CMH’s ability to achieve  
QBP volumes and PCOP weighted case targets. It is expected that as the pandemic subsides 
that there will be a higher demand for services, allowing CMH to achieve PCOP and QBP 
targets in fiscal 2021-22 with the exception of the three medical QBPS highlighted earlier 
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(COPD, CHF and pneumonia). The hospital was able to achieve monthly budgeted weighted 
case targets between November and December once wave 1 COVID restrictions were lifted. 
 
The MOH has provided no direction regarding next year’s QBP volume allocations. The budget 
is based on the assumption that approved 2020-21 QBP volume allocations will be maintained 
in 2021-22. The MOH and other key stakeholders recognize that planned services have been 
impacted greatly by the pandemic, negatively impacting the hospitals ability to achieve volume 
targets. 
 
Medicine PCOP volumes are expected to increase by 1,329 weighted cases in fiscal 2021-22 
compared to the 2020-21 budget due to the operation of additional medicine beds, 
implementation of the conservable bed day strategy and efforts to maximize weighted cases 
through improved coding.  
 
Surgical services PCOP volumes have been reduced by 230 weighted cases in fiscal 2021-22 
versus 2020-21 based on the surgical services plan and the expected weights generated by 
each service. No change in the number of incremental surgical services blocks has been 
budgeted. The surgical services plan will be updated based on government priorities in the post 
pandemic period. 

The forecast growth of the mental health program did not occur in fiscal 2020-21. Incremental 
mental health days (1,460) were budgeted based on an 88% occupancy rate (22 out of 25 beds 
being filled on average). Actual occupancy rates have been lower in fiscal 2020-21, with an 
average occupancy rate of 17 patients. The pandemic has had an impact on referral/transfer 
rates to CMH. Patient feedback has been received that potential transfers from other facilities 
are not willing to self-isolate for 14 days after transfer. The belief that there is a higher risk of 
acquiring COVID at a hospital, keeping patients from coming for care, may also be a factor in 
lower volumes. 
 
Key Assumptions 
Key budget assumptions used to develop the budget are summarized below. 
 
Revenue 
 
• Total PCOP funding available in fiscal 2021-22 is $13.5M, 62.5% of the PCOP service 

volume allocation. The budget assumes that the hospital will achieve PCOP weighted case 
volume targets in fiscal 2021-22 allowing it to recognize the full $13.5M of funding. The 
delay in the closure of the beds on C3 and B4 will help the hospital achieve this target;   

• A 2% base funding increase ($2M) has been budgeted, 1% to cover inflationary pressures 
and an additional 1% to offset costs to meet new infection prevention and control (IPAC) 
standards resulting from the pandemic for additional cleaning, staffing and personal 
protective equipment (PPE);  

• No decrease in QBP funding has been budgeted. It has been assumed that the MOH will 
continue to fund the hospital at a minimum pre-COVID volumes; 

• The $800K reduction in urgent QBP funding budgeted in 2020-21 for the three QBP 
categories (COPD, CHF and pneumonia) will be budgeted again in fiscal 2021-22. The 
MOH did not decrease CMH’s funding allocation for these QBPs in fiscal 2020-21 and is not 
expected to in 2021-22 due to the effects of the pandemic. Patient volumes have dropped 
further in fiscal 2020-21 compared to fiscal 2019-20, but the drop in volumes at CMH is 
consistent with other hospitals in the region. It is believed that social distancing and mask 
wearing have contributed to lower patient volumes for individuals with these conditions;  
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• A $798K increase in Cancer Care Ontario funding has been budgeted for oncology drugs. 
This revenue is fully offset by incremental expenses; 

• $250K in additional parking revenue has been budgeted due to phase 3 of the CRP. Parking 
revenues will increase due to the number of EllisDon contractors on site for the next four 
years. 

 
Expenses 
 
• A 1.27% increase in salaries is budgeted, which includes negotiated contracted and step 

increases. Bill 124 is limiting non-union and ONA increases to 1% for the second of a three-
year period. OPSEU staff will receive a 1.75% increase on April 1, 2021, SEIU Service staff 
a 1% increase on January 1, 2022 and SEIU Clerical staff a 1% increase effective October 
1, 2020. Once OPSEU’s collective agreement comes to an end, salary grid increases for 
their members will be limited to a 1% annual increase over a three-year period. The 
additional salary cost in 2021-22 is estimated to be $874K; 

• Employee benefit costs are budgeted to increase by $429K in 2021-22. This includes a 5% 
increase in WSIB premium which is partially offset by the elimination of the WSIB NEER 
surcharge due to the wind down of experience rating programs; 

• A 2% inflationary cost increase has been assumed for the cost of medication, medical & 
surgical supplies and general supplies; 

• The overtime budget has been decreased by $800K due to the planned quality improvement 
initiative to optimize the clinical staffing model;    

• $1M has been budgeted for costs related to practice changes resulting from pandemic. This 
includes PPE supplies, enhanced cleaning and staffing to ensure adherence to safety 
standards;  

• The equipment amortization budget (net of grant amortization) will increase by $411K. This 
increase is being driven by two factors – 1) the investment in equipment associated with the 
CRP is only partially funded by the Cambridge Memorial Hospital Foundation (CMHF) and 
Ministry Minor Equipment grant; 2) the absence of CMHF grants to support the purchase of 
medical equipment. These investments have been planned for and are using hospital 
operating funds, requiring income statement recognition.  

 
Risk Assessment 
 
The 2021-22 budget assumes that the hospital will earn the full amount of PCOP funding 
($13.5M) that it is eligible to receive in fiscal 2021-22. It is assumed that clinical activity will 
quickly ramp back up to pre-COVID levels and that the organization will be able to achieve the 
growth targets budgeted. 
 
The budget has been prepared with the key assumption that there will be no pandemic impact. 
Even in the best case scenario COVID-19 will have an impact on fiscal 2021-22 financial 
results. The assumption has been made that the government will continue to reimburse the 
hospital for incremental expenses for the duration of the pandemic period, but to date has not 
addressed the impact that lost revenue streams have had on hospitals’ financial situation. CMH 
is forecasting a $2M shortfall in other patient revenue for technical fees, preferred 
accommodation and the sleep clinic in fiscal 2020-21 and an additional $1.2M in lost parking 
revenue. It is assumed that these revenue streams will recover after the pandemic ends. 
 
The MOH has not provided any direction on hospital funding allocations for fiscal 2021-22. The 
MOH has confirmed, that similar to this year, it will be turning off the redistribution of funding 
using the Health-Based Allocation Model (HBAM) formula for the 2021-22 funding allocations. 
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This decision was based on a provincial working group’s recommendation to remove the 
redistributive impact of HBAM within the fixed $5B+ envelope. 
 
The pandemic has raised Infection Prevention and Control and Occupational Health and Safety 
standards. There is an expectation that the MOH will require hospitals to maintain some of 
these standards post-COVID. A 1% funding increase ($1M) has been budgeted to offset 
increased costs in these areas. $1.7M in incremental expenses were identified through the 
budgeting process but expenses have been capped at $1M.   
 
Three key budget strategies have been identified to build financial capacity requiring dedicated 
effort – 1) reduction in the number of conservable bed days, 2) improvement in physician 
documentation and coding to increase number of weighted cases, 3) optimization of the clinical 
staffing model. These strategies have been worked on in prior years with varying degrees of 
success. In order to balance the 2021-22 budget, tactics need to be implemented to support the 
organization in achieving the targets established for each strategy.  
 
Budget enhancement requests have been approved to support the implementation of 
these strategies. Members of senior management have been identified as executive 
sponsors for the strategies and investments will be made in staffing, physician time and 
tools to support achievement of goals. Project plans with clearly defined tactics are in 
the process of being established. Outcomes will be monitored on a performance 
dashboard that will be updated on a weekly basis. The dashboard will be circulated 
across the organization. 
 
From the beginning of fiscal 2021-22 the senior management team must plan for scheduled bed 
closures. The net loss of twenty-two beds due to the closure of the B-wing early in fiscal 2022-
23 will have a significant impact on operations. Beds need to be secured at an alternate site to 
be managed by either CMH or a community partner. Financial modeling of this type of 
arrangement needs to be fully understood and the impact that this will have on CMH’s clinical 
growth plan. Senior management has had preliminary discussions with Grand River 
Hospital to either lease/utilize space at their Freeport site to treat rehabilitation/ 
transitional care patients.  
 
It has been assumed that one-time costs associated with bed closures will be absorbed within 
the approved budget. There is a risk that layoff provisions will apply which include early 
retirement. The ONA collective agreement requires that vacancies be posted. Staff can apply to 
vacancies but the hospital cannot reassign them between programs.  
 
CMH has entered phase 3 of the Capital Redevelopment Plan. There are financial incentives for 
all parties to complete the project on time. The hospital will be required to pay EllisDon on a 
monthly basis, based on the percentage of the project completed. If the hospital is responsible 
for any delays it will be required to pay for additional costs incurred.   
 
A preventative maintenance program for A-Wing needs to be implemented. The cost of this 
program is not fully understood and may create an operating pressure. A Facilities 
Coordinator position has been added to the budget to support the development of this 
program.  
 
Next Steps 
Key budget assumptions and strategies will be validated over the next month and the 2021-22 
operating budget will be brought forward to the Resources Committee, followed by the Board in 
February, for approval. 
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Key budget assumptions and strategies have been validated. The budget will be loaded 
into the hospital’s budgeting application by the end of March. The Resources Committee 
will be kept apprised as the MOH provides further direction on the 2021/22 budget.  
 


