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Date:   February 17, 2021   
Issue:  2021-22 Capital Budget & Multi-Year Capital Plan   
Prepared for: Resources Committee   
Purpose:      ☒  Approval ☐  Discussion   ☐  Information   
Prepared by: Ernie Sersen, Director, Finance 
Approved by:    Trevor Clark, VP Finance and Corporate Services & CFO   
   
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 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 
the 2021-22 capital budget. 
 
Executive Summary 
 
A $24.4M capital budget is being recommended for fiscal 2021-22. The budget is comprised 
of $20.5M in expenditures for the Capital Redevelopment Project (CRP), $1.7M for medical 
and general equipment, $1.7M related to the final year of the IT Strategic Plan and $0.5M for 
a Health Infrastructure Renewal Fund (HIRF) project.  
 
The Ministry of Health (MOH) will provide most of the funding for the CRP and all of the 
funding for the HIRF project. Cambridge Memorial Hospital Foundation (CMHF) will provided 
the remainder of the funds for the CRP. Medical and general Equipment and IT purchases will 
be funded using working capital generated from net amortization. 
 
The hospital will be required to pay EllisDon on a monthly basis based on the percentage of 
work completed. CMHF has agreed to pay the hospital quarterly installments in advance in 

 

2021/22 CAPITAL EQUIPMENT BUDGET  
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2021 to support the new payment model. Discussions with the MOH are ongoing to confirm 
how they fund the hospital during phase 3.  
 
Working capital will start to be drawn in 2021-22 but no cash flow pressures are anticipated 
until the end of the fiscal year. The Finance Team is developing an enhanced cash flow 
forecasting tool to be able to anticipate cash flow pressure points well in advance of 
accessing credit facilities. The current multi-year fiscal strategy projects a debt at the end of 
fiscal 2022-23 of $8.5M. A key priority in fiscal 2021-22 will be the development of a new multi-
year capital plan. 
 
Background 
 
Cambridge Memorial Hospital’s (CMH) capital plan is aligned with the Board’s established 
priorities, minimizing the financial risk to the organization. The capital plan is approved by the 
Board no later than February before the start of the fiscal year. 
 
The recommended 2021-22 capital budget is comprised of costs associated with phase 3 of the 
Capital Redevelopment Project (CRP), HIRF projects (Health Infrastructure Renewal Fund) the 
multi-year capital equipment plan (2019-20 to 2021-2022) and five-year IT Strategic Plan. A 
$28.1M budget is being recommended. 
 
Phase 3 of the CRP has started. A new general contractor (EllisDon) has been engaged to lead 
the project. The payment model for phase 3 of the project is different than in phases 1 and 2, 
where the hospital wasn’t required to pay until all of the work was completed. In phase 3, CMH will 
be required to pay EllisDon on a monthly basis for the percentage of work completed. Regularly 
recurring payments will need to be factored into the hospital’s cash flow forecast. 
 
In 2018 management developed a three year medical and general equipment plan based on $15M 
of eligible funding over that three-year period. 2021-22 is the third year of the plan and the budget 
builds on the detailed list of needs identified during that planning cycle. An internal Capital 
Equipment Steering Committee meets regularly during the year to address new issues as they 
arise and reprioritizes planned spending accordingly.  
 
2021-22 is the last year of the hospital’s five year IT Strategic Plan. As a result of the reprioritization 
of the Health Information System (HIS) a full review of the status of the current plan will be 
undertaken in fiscal 2021-22. The organization’s focus on completing phase 1 and 2 of the 
CRP and the pandemic in fiscal 2020-21 has caused some of the approved projects to be 
delayed. Projects approved but not initiated will be reviewed and reprioritized based on 
current needs. A new plan will be developed in the upcoming fiscal year which will drive the renewal 
of core systems to support business operations and utilize PCOP amortization revenue to assist in 
the financing of the HIS. 
 
With the current IT Strategic Plan and medical and general equipment plan entering their final 
years in 2021-22, and the multi-year capital plan (2016-23) ending in fiscal 2022-23, there is a 
need to develop a new multi-year capital plan in fiscal 2021-22 to balance the capital and 
infrastructure needs of the Hospital against the acceptable financial risk of debt financing.   
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Analysis 
 
Proposed Capital Budget 
 

Item  
Capital 

Expenditure 
Amount 

($M) 

 
Ministry of 

Health 
Funding    

($M) 

 
CMH 

Foundation 
Funding 

($M) 

 
 

CMH 
Funding 

($M) 
Capital Redevelopment 
Project (CRP) 

    

• General Contractor 12.5 11.2 1.3  
• Ancillary Costs 4.0 4.0   
• Change Orders 0.8  .8  
• Construction Scope 

Change 
1.6 1.6   

• Equipment 1.6  1.6  
     

Total CRP 20.5 16.8 3.7  
     
Medical and General 
Equipment 

1.7   1.7 

HIRF .5 .5   
5 Year IT Strategic Plan 1.7   1.7 
     
Grand Total 24.4 17.3 3.7 3.4 

 
Capital Redevelopment Project 
 
The CRP budget is broken down into several major categories. The 2021-22 allocation is 
management’s best estimate of costs expected to be incurred in the fiscal year. General contractor 
costs represent the monthly draws to EllisDon based on the percentage of work completed.  
Ancillary costs represent the costs outside of the contract with Ellis Don and include architect fees 
and CMH infrastructure costs. Change orders represent an estimate of items identified outside the 
contract and are necessary to complete the project.  The construction scope changes are items 
identified that would expedite the completion of the project such as the move of Laboratory 
Services to A Wing. Equipment is comprised of items identified by management at the inception of 
the project and includes various lab items such as storage cabinets, tissue processor, cassettes, 
slides and furniture. 
 
Medical and General Equipment 
 
All items included in the medical and general equipment budget are part of the three-year capital 
plan which was developed by management two years ago. The plan was based on average capital 
expenditures of $5M per year over the three-year period. Due to building delays and the 
organization’s focus on the pandemic, expenditures on approved capital items have slowed down 
significantly. $4M of the approved 2020-21 capital budget is outstanding. The big item on the list in 
fiscal 2021-22 is the replacement of the MRI machine ($3.7M). A decision has been made to 
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defer this item until fiscal 2022-23 to align with CRP timelines. If there is an opportunity to 
participate in a group buying RFP for an MRI machine in fiscal 2021-22, an in-year capital 
request will be brought forward to the Resources Committee for approval. The medical and 
general equipment budget includes a $300K contingency for the replacement of equipment which 
unexpectedly needs to be replaced. 
 
HIRF Projects 
 
$500K in HIRF funding has been budgeted from the Ministry of Health (MOH). CMH has received 
HIRF funding from the MOH for many years and is expected to continue in fiscal 2021-22. A 
commitment has been made to use this funding to implement perimeter heating on C-Wing.  
Spending on the heating system started in fiscal 2020-21 ($658K) and will continue for the next 
several years until all floors in C-Wing have new heating. It is estimated that $200K of the 2021-22 
HIRF allocation will be needed to complete design work and preparation of the tender document. 
 
5 Year IT Strategic Plan 
 
2021-22 is the last year of the 5 Year IT Strategic Plan. $11.1M in expenditures were approved 
over the five-year period. In 2021-22, $1.74M of expenditures are planned including a new voice 
system, VDI infrastructure and operating system software. 
 
Sources of Cash 
 
CMH will be required to fund $3.7M of the $24.4M capital budget. Net amortization is 
budgeted to be $4.7M in fiscal 2021-22 and will cover these costs. CMH’s projected cash 
balance as at March 31, 2022 is expected to be positive. 
  
In order to help insure that CMH has adequate working capital for day to day operations and to 
assist in managing the risks identified, the following is available: 
 

• The balance sheet includes a $3.9M vacation accrual and $3M pay equity accrual. Both 
accruals are not expected to be drawn down during fiscal 2021-22; 

• The cogeneration plant should be operational for a full year and is expected to generate 
$.9M in savings which has not been reflected in the operating budget and will contribute to 
a positive cash flow; 

• If the PCOP weighted case targets are achieved, the hospital will be able to recognize 
$1.1M of amortization revenue which has not been incorporated into the operating budget 
and will contribute to a positive cash flow; 

• There is an opportunity to generate a small operating surplus in fiscal 2021-22 over and 
above the savings from the cogeneration plant and PCOP amortization revenue which 
could generate positive cash flow; 

• There are credit facilities available with the Toronto Dominion Bank that the Hospital can 
access. The hospital currently has debt instruments to finance $7M of operating 
requirements, $7M of CRP requirements and $6M of medical and general equipment 
requirements.  The Hospital will also pursue opportunities with the Ontario Financing 
Authority for potentially more competitive financing rates. 

 
The current multi-year fiscal strategy projects a debt at the end of fiscal 2022-23 of $8.5M before a 
Health Information Strategy (HIS) is implemented.  CMH has segregated funding to finance a 
significant portion of this financing cost through interest earned on the Super Build grant that was 
flowed to CMH in 2017-18. 
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No funding is expected from the CMH Foundation for any capital costs over and above the $3.7M 
budgeted for the CRP. The Foundation is actively building relationships in the community 
with the goal of financing a portion of the medical and general equipment in 2021/22 and 
increasing their contribution in subsequent years to reach a sustainable commitment of 2 to 
3 million dollars annually. 

 
Risk Assessment 
 
The major risks/challenges associated with this strategy continue to be the following: 
 

• CMH is in the process of evaluating a HIS. At the present time there are no new funding 
sources beyond what has been identified; 

• There is a potential requirement to replace our patient entertainment system as the 
companies that provide this service are changing their models of delivery. The potential 
cost is $.5M to $1.4M; 

• Cash flow calculations assume CMH achieves a breakeven operating position.  The global 
pandemic has created new cost pressures which make it more difficult to manage costs 
and could threaten a break even position; 

• There is uncertainty in the timing of the CRP completion which could create programmatic 
pressures with the closure of the B Tower, which could require CMH to find external space 
resulting in unforeseen operating and capital costs; 

• The hospital will be required to absorb CRP costs resulting from owner initiated 
change orders and ancillary costs not budgeted for;  

• There is potential of unforeseen capital costs associated with the renovation of B Tower.  
The tower is old and it is unknown what risks lie behind the walls and ceilings until they are 
exposed; 

• As CMH expands clinical program through the use of PCOP funding new capital 
requirement may be identified. 


