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1. Executive Summary

\

“I believe that a system that best meets the needs of patients in an equitable way is one
that is truly population-focused, and that is deeply integrated at the local level.”

- Dr. Eric Hoskins, Minister of Health and Long-Term Care, Remarks, HealthAchieve Conference,
November 2015.

|

Background

Rouge Valley Health System (RVHS) and The Scarborough Hospital (TSH) are partners in the relentless focus of improving
the health equity and patient outcomes for their communities. For many years, RVHS and TSH have worked together to
identify opportunities for further collaboration and explore models for greater integration. However, more recently, given
the unprecedented challenges in the health care system, it is recognized that local system transformation is needed to
drive and sustain quality, accessible and equitable health services in the Scarborough community. Since 2013, deliberate
integration efforts within the region have focused on this need for bold change - to rethink and reorganize how health
care is governed and delivered for better patient outcomes.

Following the Leading for Patients facilitated integration process in 2013-14, the momentum for change and will for local
system transformation remains unabated. In 2015, Dr. Eric Hoskins, the Minister of Health and Long-Term Care, created
the Scarborough/West Durham Expert Panel (Panel) to “develop a plan to address how hospitals in the region can work
together to deliver acute health care programs and services in a way that meets the needs of local residents.'” The Panel
was also to provide recommendations on program and service integration, as well as infrastructure needs. Based on the
resulting Panel report and recommendations publicly released in December 2015, the Minister wrote a letter, in May
2016, to the Board Chairs of RVHS, TSH, and Lakeridge Health (LH) confirming his endorsement of the recommendations
and, specifically, highlighting the path forward with regard to governance structure:

I am mindful that the local communities are very motivated to move forward with the development of modernized
and integrated hospital care in a timely manner and have limited tolerance for further delays. A representative
and empowered governance model is the prerequisite for necessary local investments. Given the urgency of this
matter, | invite you to come forward at your earliest opportunity with notices of integration to the Central East
Local Health Integration Network, consistent with section 27 of the Local Health System Integration Act (LHSIA).

I am supportive of a reconfiguration of the existing corporate structures and hospital sites as follows:

¢ The Birchmount and General sites of The Scarborough Hospital (TSH) and the Centenary site of the Rouge
Valley Health System (RVHS) to be operated by a single new hospital corporation.

& The Ajax Pickering site of RVHS to be operated by Lakeridge Health, with assurance that the governance
framework appropriately recognizes the addition of the Ajax Pickering site to Lakeridge Health.

! Ministry of Health and Long-Term Care, News Release, April 10, 2015.
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The first integration noted above, as it relates to the Scarborough community, will be completed through a statutory
amalgamation (i.e., merger), and the resulting new hospital corporation is referred to as “Amalco” throughout this
document. The second integration, as it relates to the Durham community, will be completed through an asset transfer by
which Lakeridge Health (LH) will be responsible to govern and manage the Ajax Pickering site of the Rouge Valley Health
System.

With clear direction from the Minister, and a continued commitment to achieve new levels of quality, access and value for
patients, RVHS and TSH have embarked on an integration journey, building on work completed in 2013-14, designed to
transform local health care services for all Scarborough residents. Through the leadership and guidance of the RVHS TSH
Integration Steering Committee (ISC), there is shared motivation to implement the Minister’s direction judiciously and
with reaffirmed commitment to the following guiding principles:

e Collaboration and Engagement - We believe that collaboration and engagement will lead us to better solutions.
e Accessibility - We believe in providing accessible patient care to our community.
e Sustainability - We believe that we must find new solutions to sustain our health care system.

e Excellence - We believe that we must never waver from our responsibilities to provide quality patient care and to be
accountable to our stakeholders.

Guided by the principles above, the RVHS TSH Integration will ensure health services are responsive to the needs of the
population, appropriate access is provided, an outstanding experience for patients and their caregivers is delivered, and
resources are used efficiently so that these services are sustainable into the future. Health care integration in the region,
supported by physical improvements including strengthening and expansion of current services and development of a
new comprehensive acute care facility, will pave the way for a Scarborough health care system that puts patients first.

The RVHS TSH Integration: Investing in Success

There is no doubt, integration is simply hard work. The integration of RVHS and TSH is a complex process that will require
initial and ongoing investments in order to realize the long term benefits and enable improved care for the Scarborough
community. The working groups have considered several matters raised in the Leading for Patients report and conducted
additional analyses to develop a financial model that represents the best interests of both organizations in the integration.

The net financial impact of the RVHS TSH Integration is estimated to be between $1.0M to $1.8M in annual
savings/increased revenue. However, the Integration also requires $25.1M in one-time investments.

Key findings from the working groups include:

A) Efficiencies

e There are minimal operating efficiencies that will result from integration. A master plan that will result in improved
capital infrastructure will create opportunities for operating efficiencies and will allow for more effective deployment
of scarce capital resources.

e There is no material effect on the funding formulas through the Health Based Allocation Methodology (HBAM) and
Quality Based Procedures (QBPs) as a result of integration.
B) Investments Required to Support Integration

At a high-level, or “order of magnitude”, the following summarizes the financial investments required for the foundational
work that will be critical in the Implementation Phase for transformation management, IM/IT integration, transaction
costs, and workforce considerations.
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e Transformation Management — Given the importance and complexity of this work, the new leadership team will
require a formal transformation management structure, with a senior level, multi-disciplinary team to successfully
execute on the integration. The total one-time investment over a 3-year period required is estimated to be $4.3M.

e IM/IT Integration — There are five requirements for integration: consolidate enterprise hospital information systems
(HIS); consolidate departmental clinical systems; consolidate back office systems; merge networks and email systems;
and merge telecommunication systems. The total one-time investment required over 12-18 months is estimated to
be $15.6M. Funding commitments from the MOHLTC for IM/IT will need to be clarified due to significant investment
required for these mission critical IM/IT requirements.

e Transaction Costs — This includes the cost of legal, due diligence, and communications and engagement activities
leading up to November 1, 2016. The total one-time investment required is estimated to be $1.2M.

o  Workforce Restructuring and Harmonization of Compensation & Benefits — The overall cost to align salaries across
both organizations, and manage the employees who do not remain with the organization post-integration. The total
investment required for restructuring is $4M, and $1.4M for harmonization of compensation and benefits (not
including pay equity).

C) Cost Allocation (i.e. division of operating costs between two future organizations - Amalco and LH)

e Total expenses for Amalco will be approximately $606.3M post-integration. This projection is based on a cost
sharing principle agreed upon between the three organizations. The relative split of operating costs between the two
future organizations is approximately 65.2% Amalco and 34.8% LH, based on a cost allocation methodology developed
rooted in data analysis.

e Allocation of assets and liabilities between Amalco and LH will be determined during the next phase, specifically
through the due diligence work.

Integration also opens up new opportunities for infrastructure renewal. Integration will allow for more efficient use of
scarce capital resources and the development of new plant, following the approval of the master plan. As stated in the
Panel report, the development of a single, facility master plan for the Scarborough community must be completed within
12 months post-integration. This master plan will guide future capital development that is based upon the growing and
changing needs of the population and will take into account the full spectrum of health care required to meet the needs of
the Scarborough community well into the future.

Although both organizations already operate relatively efficiently, RVHS and TSH have some of the oldest operating rooms
in the province as well as physical and space constraints that limit the economies of scale and operating efficiencies that
can be achieved with modern facilities. In terms of facility condition, the TSH Birchmount site is in the lowest 10% of
hospital facilities in Ontario and both the TSH General site and the RVHS Centenary site rank in the bottom half of
facilities. It is anticipated that, just to maintain these facilities at an acceptable operating level, it will cost $1 billion over
the next 20 years. An integrated organization will be better positioned to receive funding for capital improvements that
enhances care for patients and families in the Scarborough community.

Through the detailed planning that the hospitals have undertaken to date, the organizations acknowledge and understand
the significance of change that is forthcoming. In order to best support this change and position Amalco and LH for
success, it will be crucial to develop an approach to HBAM calculations that considers restructuring costs, to ensure
adequate financial support related to overall integration costs and IM/IT costs is available, and to understand and address
the implications of the organizations’ current financial positions and significant working capital issues that RVHS and TSH
have going into the integration. All three hospitals look forward to working with the CE LHIN and the MOHLTC on the path
forward.

Of course, investing for success in not just about money. It’s about building for the future and ensuring equitable, high-
quality, and accessible patient care is enhanced for our community. Important investments must be made in listening to,
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engaging with and supporting our staff, physicians and communities. As such, a comprehensive Human Resource (HR)
Transition Plan will be developed to ensure that the integrated organization is stable, and that staff are supported through
the process. Due consideration will be given to establishing an understanding of the number of staff, skills and abilities
RVHS TSH Integration requires compared to the current state. Additionally, key HR Transition Plan activities aimed at
supporting staff include developing recruitment/retention strategies, designating resources to support the existing
workforce during the transition, establishing a union/management consultation strategy to ensure appropriate
communication throughout the process, and establishing an ongoing communication plan (internal and external).

We understand the complexity —and for many, the emotion — of the journey ahead for our key stakeholders. There is
much diversity in knowledge, perspectives and opinions about the RVHS TSH Integration. On the path forward, we remain
committed to informing and engaging our stakeholders in a meaningful way to help create a high-performing hospital
system for the Scarborough community.

Summary

Throughout this integration planning process, discussions on the benefits of the RVHS TSH Integration included the
consideration of risks. Key risks and mitigation strategies are related to effectively engaging internal and external
stakeholders, ensuring access is improved through the development of the new acute care facility and the strengthening
and expansion of current services, sustaining a successful integration through careful and achievable planning, and
achieving excellence in care through robust standardization and performance management. The identified mitigation
strategies will be embedded within the plan forward.

This Integration Proposal follows from the recommendations described in the 2015 report by the Scarborough/West
Durham Panel and the subsequent May, 2016 letter from Minister Hoskins and requests the CE LHIN to consider this as a
voluntary integration proposal under s. 27 of the Local Health System Integration Act, 2006, and to the Ministry of Health
and Long-Term Care (the “Ministry”) pursuant to s. 4 of the Public Hospitals Act. This proposal represents an important
milestone in the integration journey ahead for RVHS and TSH. With a commitment to the target integration date of
November 1, 2016, the RVHS TSH ISC, working on behalf of the Boards of Directors, has established and activated a
comprehensive work plan for the balance of the Integration Planning Phase, including due diligence activities, governance
and professional staff integration plans, HR transition planning and stakeholder engagement.

This Integration Proposal, including the resolution in Section 8 - Recommendation, is submitted by the RVHS and TSH
Boards of Directors and signals their eagerness in working collaboratively to ensure the Scarborough community has
access to a stronger health care system tailored to their needs. With this proposal, two organizations with rich histories
and unique communities have come together — as equal partners — to create something new that will better serve the
Scarborough community. Both hospitals are confident they will contribute to creating a hospital system that is positioned
to succeed in improving quality and safety, enhancing access to services, and delivering patient-centered care to the
Scarborough community.
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2. Introduction

Integration Context

Lakeridge Health (LH), Rouge Valley Health System (RVHS), and The Scarborough Hospital (TSH) have a long history of
working together to improve health care in the Scarborough and Durham communities. As the residents of these
communities look ahead to the stronger and revitalized health system of the future, it is important to consider the
integration context that has brought the three hospital corporations to this stage of collaboration and partnership.

Over the years, these three hospital corporations have been dedicated to building a strong partnership which has resulted
in, for example, the integration of various regional programs, such as cardiology, cancer, and vision care. Further, in 2013-
14, Leading for Patients — a facilitated integration process of the Central East LHIN — brought RVHS and TSH together as
equal partners to explore the benefits of a potential merger, also known as an amalgamation. After significant
collaborative efforts and planning discussions, robust analysis, and comprehensive community engagement, Leading for
Patients showed support for a RVHS TSH merger. The value proposition was clear —a merger would strengthen the
delivery of accessible, high quality health care services for the Scarborough and Durham communities. However, these
efforts did not lead to a merger in 2014, as planned.

In 2015, Dr. Eric Hoskins, Minister of Health and Long-Term Care, created the Scarborough/West Durham Expert Panel
(Panel) comprised of senior health care leaders and community representatives to “address how hospitals in the region
can work together to deliver acute health care programs and services in a way that meets the needs of local residents.”?

The Panel was also to provide recommendations on program and service integration, as well as infrastructure needs.

The Panel’s final report and recommendations were released publicly by the Minister in December 2015, and included
twelve recommendations spanning the Scarborough and Durham communities. The Panel made the following
recommendations as they relate to the Scarborough community:

e The construction of a new comprehensive hospital in Scarborough to meet the needs of our growing community.
e Taking action to immediately improve all three Scarborough hospital sites to ensure equitable and quality care:

o Renovating and expanding the Emergency Departments at the Centenary and Birchmount sites.

o Modernizing the operating rooms and diagnostic imaging facilities at the General site.

e  Establishing a new community hub for health and wellness services in the Bridletowne neighbourhood that would
include an outpatient dialysis unit.

e Expanding existing regional and integrated programs to achieve comprehensive and equitable delivery of patient
services for Scarborough and Durham residents including, but not limited to, mental health and addictions, obstetrics
and neonatal care, and stroke and palliative care, cardiology, and oncology.

e Creating a unified Scarborough hospital system governed by one Board and managed by one administration
responsible for developing a single facility master plan. 3

In May of 2016, Dr. Hoskins wrote a letter to the Board Chairs of RVHS, TSH, and LH in follow-up to the Panel report and
recommendations restating his endorsement and, specifically, highlighting the path forward with regard to governance
and structure:

2 Ministry of Health and Long-Term Care, News Release, April 10, 2015.

3 Mclellan, B., Barbato, T., Campbell, J., Chung, R., Clarke, |., DiEmmanuelle, M., Ronson, J., & Whiteside, C. (2015). Report of The Scarborough/West
Durham Panel. Retrieved from Ontario Ministry of Health and Long-Term Care website:
http://www.health.gov.on.ca/en/news/bulletin/2015/docs/scarborough_west_durham_panel_20151218.pdf
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I am mindful that the local communities are very motivated to move forward with the development of modernized
and integrated hospital care in a timely manner and have limited tolerance for further delays. A representative
and empowered governance model is the prerequisite for necessary local investments. Given the urgency of this
matter, | invite you to come forward at your earliest opportunity with notices of integration to the Central East
Local Health Integration Network, consistent with section 27 of the Local Health System Integration Act (LHSIA).

I am supportive of a reconfiguration of the existing corporate structures and hospital sites as follows:

¢ The Birchmount and General sites of The Scarborough Hospital (TSH) and the Centenary site of the Rouge
Valley Health System (RVC) to be operated by a single new hospital corporation.

& The Ajax Pickering site of RVHS (RVA) to be operated by Lakeridge Health, with assurance that the
governance framework appropriately recognizes the addition of the Ajax Pickering site to Lakeridge Health.

Upon receipt of this letter, and the appointment of Mr. Mark Rochon as the Minister’s Special Advisor and Facilitator to
support the integration, RVHS and TSH governance, executive and medical leadership acted promptly to begin the
important work described in the first bullet above (“the RVHS TSH Integration”) through a statutory amalgamation. With
the support of the two boards (see Section 8 - Recommendation), this document (the Integration Proposal) is being
submitted as a notice of integration to the Central East Local Health Integration Network (CE LHIN). The second bullet
above (“the LH RVHS Integration”) is the subject of a separate integration process and Integration Proposal, but
complementary to the RVHS TSH Integration.

The RVHS TSH Integration
As described above, the RVHS TSH Integration involves bringing together the Birchmount and General sites of TSH and the
Centenary site of RVHS to be operated by a single new hospital corporation through a statutory amalgamation (Amalco).

Putting Patients First

Hospital integration is necessary to create a strong and effective health care system that provides high quality care and a
seamless experience for patients. The existing hospital governance structures in Scarborough do not optimally or
comprehensively support integrated service planning and delivery, which is necessary for excellent and equitable care.
The rationale for the RVHS TSH Integration is outlined in some depth within the Panel report:

e  Enables planning of integrated systems of care both within and between regional care systems that reflect the
characteristics and requirements of the different communities they service;

e Streamlines capital planning processes and makes more effective use of capital investments;
e Enables funding to follow the patient and future bundled payment initiatives;

e FEnables regional health service planning and rationalization in the content of a critical mass of patients required to
adequately support a system of shared health services; and,

e Aligns corporate boundaries with geographic, transit and road system boundaries to facilitate comprehensive patient
care, including flow.

- Mclellan, B., Barbato, T., Campbell, J., Chung, R., Clarke, I., DiEmmanuelle, M., Ronson, J., & Whiteside, C. (2015).
Report of The Scarborough/West Durham Panel.

In addition to the above, the RVHS TSH Integration will strengthen relationships with academic institutions and enhance
the ability to retain and attract the best talent to deliver high quality health care to Scarborough residents. The Panel
envisioned that integrating care in Scarborough will enable integrated planning and delivery of patient care that will
respond to the unique and diverse needs of the Scarborough community. This will ensure the patient experiences a
seamless care journey that is responsive to their needs. As an integrated hospital system, Amalco will ensure the right
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care is delivered to the patient at the right time and in the right place — primary and community care will be better
coordinated, navigation will be improved, patients will be able to access a broader range of services, and clinical programs
will be strengthened and enhanced.

Finally, the development of a single, facility master plan for the Scarborough community will guide future capital
development that is based upon the growing and changing needs of the population. As stated in the Panel report, with the
support of the Ministry and the CE LHIN, planning must begin for the siting and construction of a new comprehensive
acute care hospital, taking into account the full spectrum of health care required to meet the needs of the Scarborough
community well into the future. Further, pending the creation of Amalco, the Panel recommended that:

e TSH prepare and submit plans for an expanded emergency department at the Birchmount Site taking into
consideration the anticipated needs for patient care for the next 15 years.

e The Ministry work in consultation with TSH to undertake an early works capital project in the surgical suites at the
General Site subject to a final functional plan being approved.

e The Ministry work in consultation with RVHS to undertake an early works capital project in the emergency
department at the Centenary Site subject to a final functional plan being approved.

e The Ministry work in consultation with TSH to undertake an early works capital project in the diagnostic imaging suite
at the General Site subject to a final functional plan being approved.

e The Ministry work in partnership with the Ontario Renal Network (ORN), and in consultation with TSH to undertake an
early works capital project for a satellite Chronic Kidney Disease and Dialysis Centre, as part of plans for a new
Bridletowne Community Centre in Scarborough, subject to a final functional plan being approved.*

Given the state of the infrastructure, the investments described above are critical to ensuring the Scarborough community
has access to a high quality health care system tailored to its needs.

Approach to Integration Planning

RVHS and TSH Boards of Directors are aligned to implement the Minister’s direction and begin the integration journey
designed to transform local health care services for the Scarborough community. An integral first step was the
establishment of the RVHS TSH Integration Steering Committee (ISC).

The members of the ISC include representatives from both hospitals who are guiding and overseeing the integration
activities that are required to implement the governance related recommendations contained in the Panel report and the
Minister’s direction as set out in his May 2016 letter. With the support of the Special Advisor and Facilitator, Mr. Mark
Rochon, the ISC will:

e  Establish a work plan and schedule for the key deliverables;

e OQversee the legal and financial due diligence process;

e OQversee the development of a Integration Proposal for review, consideration, and approval by the Boards and
submission to the CE LHIN (this document);

4 Mclellan, B., Barbato, T., Campbell, J., Chung, R., Clarke, |., DiEmmanuelle, M., Ronson, J., & Whiteside, C. (2015). Report of The Scarborough/West
Durham Panel. Retrieved from Ontario Ministry of Health and Long-Term Care website:
http://www.health.gov.on.ca/en/news/bulletin/2015/docs/scarborough_west_durham_panel_20151218.pdf
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e Oversee the preparation and submissions of legal documents to give effect to the RVHS TSH Integration (that is,
Amalco) as identified in the Minister’s letter;

e Recommend a governance structure and processes for Amalco;
e Develop a community engagement framework to guide further activities, as may be deemed necessary by the ISC;

e Conduct appropriate community engagement and communication activities, taking into consideration engagement
activities already completed by the Panel and through the Leading for Patients integration process;

e Develop a Human Resource Transition Plan;
e Develop a Professional Staff Integration Plan; and,

e Prepare for the recruitment process of the Chief Executive Officer and the Chief of Staff of Amalco.

The ISC has set a target date of November 1, 2016 to complete the integration through a statutory amalgamation. It is
important to note, however, that the role of the ISC is advisory only. Although the ISC will be overseeing the above
activities, the authority to approve the amalgamation remains with the Boards of Directors of RVHS and TSH.

Guiding Principles

Early in the integration process, the ISC jointly developed the following Guiding Principles to set the tone for the path
forward as they plan for the integration and make recommendations to their respective hospital boards on how to
improve health care in Scarborough. It is clear from the principles below that the ISC wishes to create an integrated
system of health services that is responsive to the needs of the population, provides appropriate access, delivers an
outstanding experience for patients and their caregivers, and uses resources efficiently so that these services are
sustainable into the future.

Guided by the following principles, the ISC plans to be leaders in health care transformation.
Collaboration and Engagement

We believe that collaboration and engagement will lead us to better solutions. We will collaborate and engage with our
community and patients, as well as other health service providers to enhance care outcomes and increase service
efficiencies. We will be transparent and honest in our relationships. In doing so, we will share information and knowledge,
promote teamwork and fairness, and ultimately work towards providing patients with timely, effective, and efficient care.

Accessibility

We believe in providing accessible patient care to our community. Services and patient care are accessible if they are
delivered in a timely manner, are seamless for patients to navigate, and address other barriers such as culture, language
and transportation. User-friendly patient care can be achieved through streamlined processes throughout the continuum
of care. We strive to ensure timely diagnosis, treatment, and follow-up care.

Sustainability

We believe that we must find new solutions to sustain our health care system. Services are sustainable if they respond to
the community’s health care priorities while achieving best use of public funds. Sustainability requires our hospital
corporations to pursue partnerships with each other and with other health providers whenever it is appropriate and
possible. Sustainability also requires engaged stakeholders and the appropriate human and technical resources to provide
high quality services.

Excellence

We believe that we must never waver from our responsibilities to provide quality patient care and to be accountable to
our stakeholders. Quality has many dimensions, and for this planning exercise we define it to include effectiveness, safety
and high standards. Services are considered effective if they lead to best possible patient care outcomes, safe if they are
responsive to patients’ needs while minimizing risks, and of a high standard if they use leading practices, the right
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information and the most appropriate technology. To be accountable, our hospital corporations must report to their
stakeholders, in a transparent fashion, the performance achieved relating to our stated goals and targets.

Purpose and Structure of the Integration Proposal

The purpose of this Integration Proposal is to respond to the recommendations described in the Panel report and the
subsequent May, 2016 letter from the Minister outlining his request for RVHS and TSH to come forward with notices of
integration to the CE LHIN. This proposal takes into account work completed as part of Leading for Patients, Panel
recommendations, as well as updated and refreshed analyses, all anchored in the Guiding Principles, to understand the
current state and future implications of the RVHS TSH Integration.

The content of this Integration Proposal was developed through consultations and analyses prepared by three Working
Groups (Human Resources; Finance; and Community Engagement and Communications) that include staff representatives
from RVHS, TSH and LH. The hospital staff on each Working Group has been dedicated in moving their work forward and
focused on analysing the current state and articulating the related implications and benefits of the RVHS TSH Integration.
Recognizing the importance of this work to community members and patients, patient and family advisors have been
included as members of the Community Engagement and Communications working group. As the ISC has committed to
ensuring the community and patient voice is strong in planning for the RVHS TSH Integration, it is important that these
advisors are present on this working group to inform a community engagement and communications plan.

This proposal consists of the following sections:

e Human Resource Implications

e Financial Implications

e Community Engagement and Communications Plan
e Risks and Mitigation Strategies

e Plan Forward

e Recommendation
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3.

Human Resource Implications

As TSH and RVHS plan for integration, it is essential to consider how the two workforces can be brought together in a

thoughtful and practical way to enable the success of the integration and the realization of anticipated benefits.

Prior analyses suggest TSH and RVHS have many similarities in their Human Resources (HR) structures and processes,

workforce demographics and people indicators, and labour relations environments. While there are similarities,

integration will still require the planning and implementation of a number of important human resource integration
considerations.

This section provides an overview of the planning principles and assumptions, current state of workforce at both

organizations and preliminary implications, as well as considerations for a HR transition plan.

Principles and Assumptions

In order to facilitate an effective and optimal workforce integration process, a set of key workforce integration principles

were developed to guide planning efforts along the integration path. In developing these principles, the HR Working

Group embraced the future prospects with confidence to lead the change. Summary of workforce integration principles

include:

Fostering an open and transparent workforce integration process by involving all staff (employees, medical and
volunteers) throughout the journey and making decisions with a clear, ethical decision making framework;

Ensuring fairness and equity and where possible provide choice to staff;
Treating employees, volunteers, and medical staff with respect and timely support; and,

Minimizing labour disruption by exploring mitigation opportunities (e.g. redeployment) for staff.

Please refer to Appendix A for a detailed list of the principles.

To understand the HR implications for the purpose of this Integration Proposal, key assumptions were developed by the

HR Working Group as follows:

The complexity for workforce integration for RVHS and TSH is believed to be similar to what was outlined in the
Leading for Patients report;

In the next detailed planning phase of integration, scope of analysis will extend to volunteers of both
organizations and include workforce metrics and, as such, have not been included in the Integration Proposal
submission;

Basic demographic information of professional medical staff has been included for context to disclose the order of
magnitude of change - all other medical staff matters (e.g. by-laws, privileges etc.) will be addressed by the
Professional Staff Working Group in the months ahead;

The scope of this proposal is intended to include matters resulting in new cost considerations;

It is not anticipated that there will be a significant cost to harmonize benefits in an integrated environment.
However, Long Term Disability (LTD) costs are currently higher at one organization which may impact the overall
premium rates for LTD in Amalco. LTD will be further analyzed during the due diligence process;

The development of a new compensation structure for the corporation (Amalco) will necessitate the completion
of a Pay Equity exercise in order to ensure compliance with Pay Equity legislation; and,

Due to the nature of the RVHS TSH Integration and the LH RVHS Integration, and the split of resources, the three
organizations have decided on a practical cost-sharing principle for severance costs. Specifically, costs attributed
to severances will be structured 34.8% LH, 65.2% Amalco.
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Current HR Landscape

The workforce at both organizations includes employees, volunteers and medical staff. For the purpose of this Integration
Proposal, only employees and medical staff have been considered. (As noted previously, detailed HR planning in the next
phase will include volunteers.)

Both organizations are focused on ensuring an optimal employee experience throughout the entire employment lifecycle
through the development and implementation of effective strategies, policies and processes. The HR plans align with
the overall strategy of their respective organizations, and influence and impact organizational quality and fiscal results.

Internally, HR strategies and services directly impact the employee experience through the provision of qualified
resources to provide care, wellness programs, competitive compensation programs, occupational health and safety and
other HR infrastructure supports. As such, HR services have a significant indirect impact on the patient experience, given
employees are the direct providers of patient care through their staff support functions. Additionally, the scope of HR
services extends externally to the community and patients through its Diversity and Accessibility functions. The safety
function ensures a safe and healthy facility for our patients, visitors and staff, and programming to support injured
workers who are providing patient care.

HR services at both organizations are comprised of the following functional areas:

e Compensation and Benefits

e Salary Administration

e Employee Relations

e Labour Relations

e Recruitment

e HR Information Systems

e HR Administrative Services

e QOccupational Health, Safety & Wellness

e Learning and Organizational Development

e Health Sciences Libraries

e Community Health Information Resource Centres/Tom Leon Library

e Diversity and Accessibility

e Payroll
Employees
As with any change, the current sentiment among members of the workforce is that of concern about their future within
RVHS TSH Integration. To manage workforce uncertainty, a clear plan and consistent communication will be necessary to
ensure everyone is up-to-date and well informed on the critical components of the integration. Strategic communication
will need to ensure appropriate messages are conveyed and reinforce a key message that a new corporation offers
opportunities for staff (i.e. redeployment within a larger workforce group) and will consider the various resourcing needs
of the hospitals. Historically, both hospitals have mitigated staffing impacts through vacancy elimination and voluntary

exit packages, and have followed the provisions of their respective collective agreements, a practice that will continue in
Amalco.
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Table 1: RVHS Employee Demographics (as at June 15, 2016)

Average Average
RVHS Group Shared RVC RVA Total Full Time | Part Time Casual Tenure of A eg

Service &
ONA 24 646 347 1017 590 275 152 13 46
CUPE 42 695 399 1136 530 487 119 11 45
OPSEU 1 357 179 537 298 156 83 12 44
SEIU 16 16 10 6 11 39
CEP 3 3 1 2 5 61
Non Union 96 11 7 114 101 8 5 7 45
Management 70 27 17 114 109 5 12 45
Executive 9 9 8 1 7 56
Total 242 1755 949 2946 1647 940 359

Table 2: TSH Employee Demographics (as at June 15, 2016)
Average
. . . Average
TSH Group Birchmount General Total Full Time Part Time Casual Tenure of
. Age

Service
ONA 423 729 1152 644 383 125 14 48
CUPE 296 517 813 385 427 1 11 44
OPSEU Tech 84 139 223 136 87 0 13 46
OPS.EU 114 239 353 151 200 2 14 46
Clerical
Non Union 133 348 481 345 118 18 10 43
Management 21 75 96 94 2 0 15 50
Executive 5 0 5 5 0 0 5 56
Total 1076 2047 3123 1760 1217 146

Both RVHS and TSH operate in largely unionized environments. At RVHS, approximately 91% of employees are

unionized. At TSH, approximately 82% of employees are unionized. There are 5 unions in place at RVHS — ONA, CUPE,
OPSEU, SEIU and CEP. There are 4 Unions at TSH - ONA, CUPE, OPSEU (Technical) and OPSEU (Clerical). RVHS
participates in Central Bargaining for their ONA, CUPE and OPSEU unions. TSH participates in Central Bargaining for their
ONA and CUPE unions. Local Collective agreement renewal dates vary, so bargaining is either beginning or in progress.

Table 3 outlines the union footprint and bargaining dates. Both organizations have positive and respectful working

relationships with their unions.

RVHS TSH Integration Proposal
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Table 3: Union Footprint and Collective Bargaining Agreement Expiration

Union Expiration Date
RVHS
UNIFOR September 28, 2013
ONA March 31, 2017
CUPE September 28, 2017
SEIU December 31, 2018
OPSEU March 31, 2016
TSH
CUPE September 28, 2017
OPSEU CL March 31, 2017
OPSEU TECH March 31, 2016
ONA March 31, 2017

In an integrated state, a range of possible labour relations scenarios exist as prescribed under the Local Health System
Integration Act, 2006 (LHSIA), and the Public Sector Labour Relations Transition Act, 1997 (PSLRTA). Working with the
unions may result in some legal and other costs (estimated at $25,000) to the new organization — these costs are
included in the labour transitioning costs in Table 9, refer to Section 4 — Financial Implications. This estimate is based on
an assumption of five days of proceedings at the Ontario Labour Relations Board, one day for each of the five union
groups involved.

In addition, there are currently 72 employees who work at both RVHS Centenary site and TSH; this is a potential risk
because of the Employment Standards Act (ESA) maximum number of hours worked with a single employer regulation. A
mitigation strategy will be required to manage this risk in consultation with the unions, if applicable.

Medical Staff

The majority of medical staff, with the exception of pathologists, are independent professionals who are not employed
by the hospitals, but are granted privileges by the Board of Directors to provide patient care within their licensed scope
of practice. Pathologists at TSH are employees and, at RVHS, two pathologists are employees and while they are
affected by the hospital’s HR strategies, policies and procedures, they are also subject to appointments and privileges.
Other pathologists at RVHS are independent fee-for-service contractors. Groups that are granted privileges include
physicians, dentists, midwives, and extended class nurses. For purposes of the quality of medical care, professional
staff are organized through structures where there is an appointed medical department chief or medical leader who
supervises the practice of medicine, dentistry or midwifery; these leaders report directly to the Chief of Staff, who
reports to the Board of Directors and bears accountability for the overall management and quality of care provided by
these credentialed members.

The management of all medical staff is coordinated through each hospital’s Medical Administration (RVHS) or Medical
Staff Office (TSH). Working with the Chiefs of each department, both offices administer credentialing and re-credentialing
processes to facilitate the appointment and reappointment of professional staff members, as well as the delineation of
procedural privileges for active, courtesy, temporary and locum staff.
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Table 4: RVHS Centenary Site Physician Profile

o % 5 = Average
Departments % 'g ‘g % Tenure at AAver(age)
< o S . RVC (yrs) ge tyrs
Family Medicine 45 1 53 99 29 60
Surgery (incl Anesthesia) 46 8 33 87 16 53
Medicine 25 5 13 43 13 50
Cardiology 13 4 9 26 12 48
Emergency Medicine 14 2 0 16 18 48
Obstetrics & Gynecology* 11 4 2 17 15 51
Paediatrics 6 6 14 26 14 50
Psychiatry 14 9 4 27 12 58
Diagnostic Imaging 19 0 0 19 15 53
Pathology 5 0 0 5 16 58
Total 198 39 128 365 18 54
*Midwifery
(not included in above 10 0 0 10 8 46
numbers)
Grand Total 208 39 128 365
Source: Physician Database, 2016-06-22, Medical Administration
Table 5: TSH Physician Profile
) > Average
S -‘é g E Tenure at Average Age
Departments E g 3 k] TSH (years)
< © (years)
Critical Care 2 0 3 5 2 35
Family & General Practice 70 1 152 223 22 49
Surgery & Anaesthesia 93 3 46 142 17 49
Medicine & Geriatrics 62 7 92 161 13 40
Emergency 47 1 13 61 13 37
Obstetrics & Gynaecology* 25 3 11 39 9 42
Paediatrics 15 4 14 33 15 42
Psychiatry 14 1 5 20 18 39
Diagnostic Imaging 28 2 0 30 14 48
Pathology 8 0 1 9 14 58
Total 364 22 337 723 14 44
* Midwifery
(not included in above 19 5 0 24 6 46
numbers)
Grand Total 383 27 337 747

The Medical Administration and Medical Staff Offices provide administrative support and coordination to the Chief of Staff
and the Chief Executive Officers for the management of medical risk. In addition, they support the fulfillment or
implementation of strategic goals and various patient care delivery initiatives by liaising with various clinical programs or
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services within the organization. They play a facilitative role in ensuring that the impacts of change on the credentialed
professional staff are understood and considered, and ensure that medical leaders and physicians are represented in
strategic initiatives and communicated with, as appropriate. Other significant functions that are supported by Medical
Administration and Medical Staff Offices include:

e Fulfillment of HR-related processes for credentialed professional staff such as professional staff human resources
planning, recruitment and orientation of new physicians;

e Providing administrative support and coordination to the department chiefs to ensure emergency patient coverage;
e Addressing disciplinary issues and complaint resolution;
e Supporting medical education for professional staff;

e Management of remuneration for medical staff —both leadership and non-leadership related, such as the provincial
Hospital On-Call Coverage Program, and,

e Providing information to both the general public as well as to other community-based professionals about medical
services that are available in the hospital.

The changes associated with the integration that will impact medical staff also need to be separately addressed. The HR
Working Group will continue to work on developing a strategy for shared positions, the grandfathering of staff, and overall
alignment of resources in Amalco. The Professional Staff Working Group will address matters such as privileging and
credentialing, medical leadership model, the medical staff integration plan, and professional staff by-laws for the Amalco.

Medical Leadership Framework

There are differences in the medical leadership framework between both organizations. RVHS has adopted a co-lead
model between both its sites, while TSH has a sole-lead model across both sites. Striving to start with the most
appropriate leadership model, a new environment will require one that best meets the needs of the integrated
organization at that time, as determined by the Board, Chief of Staff and Chief Executive Officer of the Amalco. Further, it
will need to be in compliance with the new set of professional staff by-laws developed in consultation with medical
leaders, and approved by the Board.

The creation of this leadership framework will need to take into consideration future organizational structures and clinical
programs that are in place. The framework will also need to factor in the location of programs and services. Further
analysis focusing on the medical staff structure will be required to assess and identify what type of leadership currently is
in place, and the scope of roles and responsibilities that will be established by the Board and Administration of Amalco.

Physician Compensation Model Alignment

A review of current stipend payments and positions will also be necessary. Any future compensation alignments
should be based on the structures, clinical programs and services that are planned.

Variations in physician remuneration and on-call coverage that exist between both organizations will need to be
assessed and harmonized to the extent that may be considered appropriate in the environment of Amalco. It is
anticipated that the ability to manage these variances effectively will have a positive impact on physician
satisfaction post-integration.

Prior to identifying specific amounts of remuneration, discussions on principles should be articulated and agreed
upon and may include those related to transparency, equity and consistency. Additionally, a market assessment or
evaluation of physician leadership stipends may be required to ensure that any compensation model proposed is
in line with similar roles in the industry.

Any compensation that is provided to physicians for medical leadership will need to take into consideration the
scope of the role, responsibilities, as well as time commitments required to carry out such functions.
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HR Transition Plan

HR policies, procedures and practices between both organizations are largely aligned with minor differences. A
comprehensive HR Transition Plan will be developed to ensure that the integrated organization is stable. Following
the submission of the Integration Proposal, a Human Resource Transition Plan (HR Transition Plan) will be
developed to guide Amalco in the necessary workforce integration activities, including talent management
strategies, change management strategies and culture alignment. More specifically, the HR Transition Plan will
include:

e Atransition plan for all employee groups impacted by the integration, including the 242 employees that
are currently shared across both RVHS sites;

e Atalent retention plan to address workforce concerns and ensure communication throughout the
transition;

e Perform a cultural assessment of both legacy organizations, including the determination of the desired
culture to strive for the future state;

e Mitigation strategies to address foreseeable and unforeseeable challenges with a goal of avoiding labour
and service disruptions; and to assist in the avoidance of labour disruption challenges; and,

e Change management strategies and recommendations for a transition management structure.

A gap analysis will identify the number of staff, and the skills and abilities Amalco requires compared to the current
state. This will be dependent on identification of the new organization’s strategic plan and service allocation.
For both the RVH TSH Integration and the RVHS LH Integration, there may be opportunity to allocate staff between
the two organizations to optimize health human resources and support their respective talent retention plans.

An overall plan that takes into account the unique staffing needs of each service area in the new organization, as
determined by the leadership teams for the respective areas, will have to be developed. Although many priorities,
an immediate priority will be the development of the transition plan for the 242 staff shared across the two RVHS
sites so HR implications related to these staff can be addressed prior to the transaction date. As a first step post-
integration, the leadership model for each of these areas would need to be assessed and agreed upon. The issue of
appropriate management span of control must be addressed in order to ensure adequate leadership resources,
particularly at the staff level.

A critical path will be developed to guide proper workforce planning post-integration, which will include the
following elements:

e Implement an active change management process to ensure that the workforce of the integrated
organization is able to achieve its objectives;

e Establish leadership structure and ensure clear roles and responsibilities;

e Determine service/department specific workforce structures, considering individual needs of each area;

e Review and assess appropriate departmental data and information to support decision-making;

e Implement strategies for recruitment and retention;

e Designate resources to ensure adequate support to the existing workforce during transition;

e Continue union/management consultation strategy to ensure appropriate communication throughout the
process;

e Continue ongoing communication plan (internal and external);

e Determine compensation philosophy and strategy for the new organization;
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e Perform a gap analysis compared to the future state, once the new strategic plan and clinical directions
plan has been set by Amalco;

e Develop key performance indicators to measure success of activities related to integration.

Investments to Support Workforce Integration
Workforce Restructuring: $4M

Workforce restructuring costs for staff who do not remain with Amalco post-integration are estimated at 35% of
executive and 15% of back office administrative compensation costs. Total estimated cost of workforce
restructuring using this formula is $6.16M. Therefore, applying the 34.8% (LH), 65.2% (Amalco) cost allocation
methodology, the portion of this cost attributable to Amalco is $4M.

Workforce Harmonization of Compensation & Benefits: $1.4M

Both RVHS and TSH have largely comparable compensation and benefits structures that are competitive with
benchmark hospitals within the OHA Region 3. There are, however, differences in some compensation scales for
similar individual non-union positions. The estimated cost of harmonizing scales across both organizations, is
estimated to be $1.4M. This amount represents the cost to align salaries to the higher level across both
organizations. It is not anticipated that there will be a significant cost to harmonize benefits in a new organization,
however, premiums for LTD benefits could be impacted by a higher experience rating at one organization when
the other is integrated at the higher premium rate. Amalco will establish a new compensation philosophy that will
influence the direction taken post-integration.

Pay Equity: $2.5-$3.3M

The development of a new compensation structure will necessitate the completion of a Pay Equity exercise in
order to ensure compliance with Pay Equity legislation. In anticipation of potential future cost impacts related to
Pay Equity, a cost range is estimated at $2.5M-$3.3M. The estimated cost required for pay equity is calculated as
1.0% of total wages.

Table 6: Restructuring, Harmonization and Pay Equity Costs Summary

Restructuring One Time Harmonization Ongoing ‘Pay Equity .
Potential Future Ongoing
RVHS TSH Cost T Cost
Integration (5000’s) ($000’s) ($000’s)
$ 4,000 $ 1,400 $2,500 - $3,300
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4. Financial Implications

The Panel made recommendations on investments that are required to sustain safe, accessible and equitable

health services. To understand the order of magnitude of investments required and financial implications to
support integrating the three Scarborough hospital sites, the Finance Working Group leveraged the financial
analyses that informed the Leading for Patients report and conducted new analyses to reflect the current

context of the integration.

Financial Snapshot

It is evident that, while both hospitals expect to reduce their long term debts, the fiscal realities of current

health care funding and increasing demand for services will continue to increase pressure on existing

resources.
Table 7: Current Financial Position of RVHS and TSH
2014/15 2015/16 2016/17
Financial Liquidity ($000s)
RVHS TSH RVHS TSH RVHS TSH
Average Age of Equipment 12.9 20.9 14.0 24.6 11.6 25.9
Average Age of Buildings and 10.4 15.9 10.9 15.3 13.8 14.7
Building Improvements
Working Funds Deficit ($000s) $ (16,049) | $ (36,088) | $ (28,112) | $ (38,339) | $ (28,607) | $ (48,014)
Current Ratio 0.76 0.43 0.48 0.35 0.50 0.31
0,

Long Term Debt as % of Total 4.6% 4.1% 1.6% 3.7% 1.6% 3.0%
Revenue

Source: Finance Working Group

In the current state, RVHS and TSH have some of the oldest operating rooms in Ontario and physical and space
constraints limiting operating efficiencies. As per the Vanderweil Facility Assessors Facility Condition Index
(VFA-FCI) score, the TSH Birchmount site is in the lowest 10% of hospital facilities in Ontario and both the TSH
General site and the RVHS Centenary site rank in the bottom half of facilities. Using the standardized facility
evaluation methodology used by the MOHLTC, it is anticipated that just to maintain the two hospital
corporations at an acceptable operating level® will cost $1 billion over the next 20 years. This does not take
into account either the submitted or contemplated facility upgrades to meet current demand or standards.

Delivering similar services at three separate sites, in very old facilities that do not meet contemporary
standards, would severely constrain Amalco’s ability to improve quality of care, enable clinical integration,
realize further operating efficiencies and improve performance.

Amalco would need financial support to begin planning and designing new hospital facilities infrastructure for
the Scarborough community given the limited operating efficiencies being generated from the integration. As
per the Minister’s direction, there is a compelling need for detailed capital planning for facility enhancement
and expansion for this community. An integrated organization will allow for more efficient use of scarce
capital resources and will better position the sites to improve services and enhance care for patients and
families.

5 Appendix D Facilities and Infrastructure Report of Leading for Patients.
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From the financial analyses completed in the Leading for Patients report, it is evident that the RVHS TSH
Integration will require strategic investments to enable successful integration. Previous analyses and
consultation suggest that, with the proper investments, an integrated hospital system would generate
meaningful benefits, including:

e Integrated operational planning of hospital services for the Scarborough community;

e Potential to enhance and expand local access to regional programs and advanced clinical services;

e Combined physical and human resources, sharing capacity and expertise to deliver consistent, high quality

services;

e Opportunities to generate short to mid-term operating cost savings, particularly in administration and
some back office areas; and,

e A comprehensive plan for long-term facilities renewal (a facility master plan) with associated service
expansion and potential for additional operating cost savings.
Financial Projections

Financial projections provided in this proposal are high-level estimates and are to be used for the purpose of
understanding key financial impacts in terms of:

e Efficiencies — these efficiencies represent targeted and estimated savings related to the outcomes of the
integration.

e Investments Required to Support Integration — these investments represent several upfront cost
considerations to address the needs of integration activities.

Table 8 below summarizes financial projections, leveraging previous analyses to determine estimated costs of
one-time and ongoing expenditures required for successful integration, as well as savings.
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Table 8: Summary of Financial Projections

Estimated Estimated Estimated Estima.ted One-
Opportunity Category Incremental Costs Annual Savings Incrementa.l Annual Time
($000’s) ($000’s) Funding Investmlents

($000’s) ($000's)

Efficiencies

1 Operating efficiencies* $4,400

2  HBAM efficiencies** $1,200 $1,100

Investments Required to Support Integration

3 Transformation management ($4,300)

4 IM/IT integration ($1,000)*** ($15,600)

5 Transaction Costs ($1,200)

6  Workforce restructuring ($4,000)

7  Workforce harmonization of

compensation & benefits ($1,400)

8  Pay equity ($2,500-3,300)

Total ($4,900-5,700) $5,600 $1,100 ($25,100)

Net Financial Impact $1,000 to $1,800 (525,100)

*Targeted cost savings from administrative functional centres (35% of executive and 15% of back office administrative

compensation costs).

** Estimated cost savings informed by HBAM model. HBAM efficiencies are based on 2014/15 OCDM data and excludes executive

restructuring or operating efficiencies.

*** Incremental software licensing costs.

The net financial impact of the RVHS TSH Integration is estimated to be between $1.0M to $1.8M in annual
savings/increased revenue. However, the Integration also requires $25.1M in one-time investments.

Efficiencies

To understand the potential efficiencies (operating and HBAM) to be realized, further detailed analysis was

conducted and is described in more detail below:

1. Operating: $4.4M

Operating efficiencies are the targeted cost savings from administrative functional centres (i.e. overhead

costs). Given the HBAM model does not account for savings in executive restructuring, a separate analysis was

conducted to understand the operating efficiencies that will be realized. Using this approach, targeted savings

on overhead costs is expected to be 35% of executive and 15% of back office administrative compensation

costs resulting in estimated annual

2. Health Based Allocation Methodology (HBAM): $1.2M

savings of $4.4M.

Given the nature of the RVHS TSH integration, it is essential that the new entity - Amalco - anticipate and plan

for the impact on hospital funding, particularly relating to Health Services Funding Reform (HSFR). HSFR has

two components including: 1) organizational level funding using the Health Based Allocation Model (HBAM)

and 2) specific patient procedures funding based on a "price X volume" approach, referred to as Quality Based

Procedures (QBP). HBAM efficiencies in this proposal represent the estimated cost savings and excludes

executive restructuring and operati
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HBAM Implications

To determine HBAM efficiencies, the current HBAM methodology® was used. Based on 2014/15 Ontario Case
Distribution Methodology (OCDM) data, the two RVHS sites have varying levels of HBAM efficiency. RVHS
Centenary Site (RVC) is considered efficient and RVHS Ajax Pickering (RVA) is considered inefficient under
HBAM. Several factors affect the difference in HBAM variance across the two sites:

e RVC has a lower cost per weighted case’ compared to RVA;

e RVA has a higher average case weight than RVC reflecting a combination of better
documentation and higher patient acuity at RVA; and,

e The percent of acute tertiary cases is higher at RVC relative to RVA, partially due to
the cardiac program at RVC.

Based on the HBAM cost variance, RVC is considered more efficient than TSH. Amalco’s HBAM cost variance is
projected to improve from +0.8% to +0.2% (i.e. actual expenses will be 0.2% above HBAM expected expenses).
Amalco’s positive cost variance (0.2%) translates into approximately $1.2M of potential cost savings (0.2% of
$540M budget).

To determine the effect of integration on HBAM incremental funding, the HBAM overall variance (including
unit cost efficiency, service efficiency, and population growth forecast) was considered. HBAM overall variance
is expected to improve from +0.1% to -0.5% (i.e. actual expenses will be 0.5% below HBAM expected
expenses). This translates into a $3M increase in incremental funding for Amalco. Since HBAM is applied to
36% of the hospital’s funding, the $3M translates to $1.1M in additional HBAM incremental funding for
Amalco. Refer to Appendix B for additional details.

It is important to note that the one-time restructuring costs to be incurred as a result of the RVHS TSH
Integration are unique to this transaction. As such, a specific exception to exclude these one-time expenses
for the purpose of this particular integration (e.g. a modified HBAM funding formula) is requested to ensure
the most appropriate funding calculations are applied.

QBP Implications

QBP volumes will be distributed proportional to patient activity. Overall, 60% of RVHS’s LHIN managed QBPs,
100% of RVHS chemotherapy, 60% of Endoscopy and 58% of cancer QBP funded volumes are associated with
RVHS TSH Integration. Corresponding QBP expenses have been divided to the two sites based on
departmental level allocation of expenses. The proportion of RVHS’s QBP baseline expense is similar to the
proportion of RVHS’s QBP funding transferred to each RVHS site. The financial modelling therefore suggests
the integration should not have a significant net effect on QBP incremental funding.

6 HBAM methodology considers the HBAM variance which is a measure of a hospital’s cost and service efficiency relative to the provincial
average and population growth forecast.

7 A weighted case is a measure of patient volume, adjusted to reflect patient resource intensity. An inpatient hospital stay is considered a
case. A case with a resource intensity that is similar to the provincial average translates into one weighted case. The cost per weighted
case is the MOHLTC's standard measure a hospital’s operating expenses divided by the number of patients, or days, weighted to reflect
patient resource intensity. The cost per weighted case (or weighted day) is specific to each the hospital settings: acute, Emergency
Department, rehabilitation, complex continuing care and mental health inpatient.
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Future incremental funding amounts for existing LHIN managed QBPs will be based on year-to-year changes in
volumes and case mix at each RVHS site. Future incremental funding amounts for new QBPs will be based on
the difference between the facility’s actual unit cost and a funded price based on a provincial benchmark. The
incremental funding difference for new QBPs is expected to be small due to the Amalco’s acute unit cost
being 0.18% less than HBAM expected. Refer to Appendix C for additional details.

Investments Required to Support Integration

Key investments are required to support necessary activities occurring before, during, and after the
integration in order to enable the two organizations to come together and operate effectively. The major
components include transformation management, information technology integration and transaction (note:
workforce restructuring, workforce harmonization of compensation and benefits and pay equity details are
provided in Section 4 — Human Resources Implications of this proposal).

To determine the investment required, the Finance Working Group leveraged the detailed analyses completed
in the Leading for Patients report, as the complexity of the integration of TSH and RVHS is believed to be
similar in nature.

3. Transformation Management: $4.3M

Transformation will involve establishment of a new governance and leadership structure for Amalco. A
significant focus of the new leadership team over the first three years will be to bring together and restructure
the former organizations in order to realize the benefits of integration. The new leadership team will,
therefore, need a formal transformation management structure and resources to successfully execute on the
integration, while also leading Amalco to achieving its strategic and operational plans and commitments to the
Central East LHIN over the first three years.

A transformation management structure would essentially function as a Project Management Office,
accountable to the senior leadership team, with a mandate to coordinate and support the multiple projects
required for Amalco to function effectively. Projects will include workforce restructuring, implementation of
new collective agreements with labour unions, back office services integration and Lean-driven process
improvement to generate operating efficiencies. Given the importance and complexity of this work, this would
be a senior level, multi-disciplinary team, with strong project management support.

Resources would augment existing staff and have subject matter expertise in:

e Change management

e Project management

e Communications

® Process improvement and redesign (LEAN)

e Labour transitioning

e Organizational development and training

e Decision support

e Financial planning and modeling.

The workload and resource intensity of this team would be heaviest in Year 1 as there are several activities

that must be completed in parallel soon after the integration to allow Amalco to function and realize some
early efficiencies. Fewer resources will be needed in Years 2 and 3 as the initial critical work is completed and
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organizational capacity builds. Table 9 provides a summary of the estimated resource requirements for

transformation management costs.

Table 9: Summary of Estimated RVHS TSH Integration Transformation Management Costs (post-Nov 1, 2016)

Resource Requirements
Year 1 Year 2 Year 3

($000’s)

FTE* | Integration | FTE* | Integration | FTE* | Integration Total
Process improvement and
redesign (LEAN) 1 $140 1 $140 1 $140 $420
Project management 1 $120 1 $120 1 $120 $360
Labour transitioning** 1 $100 1 $100 1 $100 $300
Orga.mzatlonal development and 1 $100 1 $100 1 $100 $300
training
Decision support, financial
planning and financial modeling ! >80 ! 580 ! 580 $240
Subtotal compensation 5 540 5 540 5 540 $1,620
Staff backfill for
orientation/education/training
Y1: 2,500 FTEs x 8hrs x $30/hr 5600 3300 >0 3900
Y2:2,500 FTEs x 4 hrs x $30/hr
Non-compensation costs
(supplies, computers, telephony, $92 $68 $40 $200
etc.)
Strategic planning $250 S0 S0 $250
Branding $300 S0 S0 $300
Communications and engagement $540 $250 $250 $1,040
TOTAL $2,172 $1,308 $830 $4,310

* Full Time Equivalent

** Labour transitioning costs are for the resources (HR staff and legal) needed to execute the transition

In the implementation phase, clinical transformation will be a priority and, as such, significant work will be
undertaken to achieve clinical standardization. Although not included in the table above, both hospitals
recognize that this will be an important investment for the success of the integration.

4. IM/IT Integration: $15.6M one-time investment, $1M incremental cost

There are immediate Information Management and Information Technology (IM/IT) investments needed to
enable the RVHS TSH integration. The investments required are strictly to migrate the hospital sites to one of
the common systems that is already in place, with the exception of any end of life systems that may require
going to market for a new system. These investments are mission critical to ensure patient safety and
minimize business risk by enabling integration and sharing of patient information between the sites. Given
the magnitude and complexity of IM/IT integration, as part of the integration planning phase, a third-party
review will be immediately sought to validate the approach and cost estimates.
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The hospitals are fortunate in that many of the systems

and applications they currently use are supplied by the N . .
. . . Critical elements of a highly integrated system
same vendors (approximately 50% overlap), including the . . .
. . can be defined as...“interprofessional teams of
core enterprise Health Information System (HIS). ] ) )
. providers collaborate to provide a coordinated
However, none of the systems and databases are linked . . o .
. continuum of services to individual patients,
nor configured the same way. Core systems that are . ) . .
. i . . supported by information technologies that link
supplied by different vendors include finance, human ) i
provider and settings.”

resources and operating room systems. In some

J

instances, convergence to a single system or replacement
to accommodate the larger organization’s business needs may be required.

To ensure Amalco meets the need of an integrated hospital system (as per the Panel report) and understands

the financial impact of integrating IM/IT, the Finance Working Group formed a subcommittee with hospital

representatives. To develop the high-level IM/IT integration cost estimates, the subcommittee:

e leveraged the memorandum dated December 11, 2013 entitled Information Management & Information

Technology Investments to Enable the Merger of RVHS and TSH as a starting point to calculate the impact

of integration on IM/IT costs for the three hospitals; and,

e Followed the direction of the Panel report to consolidate information systems from the three hospitals to

the two hospital corporations.

The subcommittee members developed the following principles and assumptions to guide discussions and
planning:

e Consider an existing software application/system rather than purchasing new systems, with the possible

exception of a Human Resources Information System (HRIS) that is end-of-life or non-existent. However,

if the existing system is end-of-life and it would be less expensive to select a new application, the
preferred option would be to procure a new system;

e Harmonize the existing systems of the current three hospitals (RVHS, TSH, LH) to the two new hospital
corporations post-integration to the greatest extent possible;

e Maintain functionality that is in place (i.e. no loss of functionality or systems at a hospital site as a result of

integration);

e Assume that the RVHS Ajax Pickering site will adopt LH systems, unless LH does not have the functionality

(e.g. staff scheduling or obstetrical information system);
e Biomedical equipment harmonization and integration has not been included in this analysis;

e Costs are high-level estimates, and as a result, an independent third party analysis is recommended to
further refine these estimates; and,

o Allow for flexibility in planning to be able to adapt to the Minister’s endorsement of the Panel’s
recommendation to realign Scarborough into the Toronto LHIN in the future.

Costs have been allocated to the same categories contained in the Information Management & Information
Technology Investments to enable the RVHS TSH Integration.
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The five requirements for integration are:

1. Consolidate Enterprise Hospital Information Systems (HIS)
2. Consolidate Departmental Clinical Systems

3. Consolidate Back Office Systems

4. Merge Networks and eMail Systems

5. Merge Telecommunication Systems

The categories, or requirements, defined as being foundational, enable the integrated hospitals to operate,
(i.e. “must do” items). The total investment required for the five requirements is estimated to be $15.6M.
Funding commitments from the MOHLTC for IM/IT will need to be clarified due to significant investment
required for these mission critical IM/IT requirements.

Table 10 provides a summary of the one-time investments and incremental cost required for IM/IT
integration. For detailed description and cost breakdown of each IM/IT requirement to support the
integration, please refer to Appendix D.

Table 10: Summary of Estimated Cost by IM/IT Requirements

Requirement Estimated Cost
($000’s)
Consolidate Enterprise Clinical Information Systems (CIS) $4,400
Consolidate Departmental Clinical Systems $5,550
Consolidate Back Office Systems $3,100
Merge Networks and eMail Systems $1,000
Merge Telecommunication Systems $1,600
One-time Investments Subtotal $15,600

In the short-term to medium-term, it is believed that there are no material savings associated with
consolidating IM/IT systems. All IM/IT human resources will be required to consolidate and ensure system
interoperability over next 12-18 months. Incremental operating costs to support software licensing expenses
are estimated to be $1.0M.

5. Transaction Costs: $1.2M

Transaction costs includes the cost of legal, due diligence, and communications and engagement activities
leading up to November 1, 2016. The 65.2% (Amalco), 34.8% (LH) cost allocation methodology will be applied for
due diligence (engaging an external auditor), as one auditor will be performing this function for both the RVHS
TSH Integration and LH RVHS Integration. The total one-time investment required is estimated to be
approximately $1.2M. Table 11 outlines expected transaction management costs pre-integration below.

Table 11: Resource Requirements for the Pre-Transaction Period

Resource Requirements July-November 2016
Legal $566,000
Due Diligence $167,000
Communications and Engagement $500,000
TOTAL $1,233,000
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6. Workforce Restructuring: $4M

These are the costs required for staff who do not remain with the new organization post-integration - costs
are estimated at 35% of executive and 15% of back office administrative compensation costs. For additional
information please refer to Section 4 - Human Resource Implications.

7. Workforce Harmonization of Compensation and Benefits: $1.4M

These are the estimated costs of harmonizing pay scales across both organizations. This amount represents
the cost to align salaries to the higher level across both organizations. For additional information, please refer
to Section 4 - Human Resource Implications.

8. Pay Equity: $2.5-3.3M

A Pay Equity exercise will need to be conducted in order to ensure compliance with Pay Equity legislation. This
is an estimation of potential future cost impacts related to Pay Equity. For additional information, please refer
to Section 4 - Human Resource Implications.

The analysis conducted to date, and contained in this Integration Proposal, has focused on the impact of
integration on revenues and costs. Moving forward, as part of Due Diligence, there will be additional work
undertaken to analyse the appropriation of assets and liabilities of both organizations. In addition, the
hospitals hope to initiate a discussion with the MOHLTC and the Central East LHIN about the significant
working capital issues that RVHS and TSH have going into the integration.

Cost Allocation

To determine the estimated cost and revenue allocations (i.e. division of expenses and revenue streams), the
expenses were allocated across the two RVHS hospital sites using an evidence-based method? that equitably
distributed the RVHS expenses and revenues to the two integrations — RVHS TSH Integration and LH RVHS
Integration (See Appendix E). Key assumptions were developed for the cost allocation approach which indicate
that it should:

e be based on validated and high quality data;

e be based on clinical data and recognize differences in patient acuity across the two RVHS sites;

® maintain current sites and location of services and programs;

e be based on current levels of activity;

e recognize differences in efficiency levels across the two RVHS sites; and,

e consider and compare alternate options where appropriate.

8 Expenses were allocated based on clinical activity for direct patient care and related costs and overhead costs were allocated based on
allocation formulas determined by the Finance Working Group. Overhead expenses were allocated using one of three methods according
to the type of overhead: MIS reporting, proportional to clinical activity-based allocation of all direct expenses, or proportional to direct
FTEs.
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Key assumptions for expense allocation included:

e direct services are be allocated consistently with actual expenses reported at each RVHS site; and,

e overhead services are to be allocated to the RVHS sites based on weighted clinical activity or other specific
measures as deemed appropriate. For example, the expenses in the human resources administration
department are to be allocated to the sites proportional to the overall distribution of FTEs in direct
functional centres.

This cost allocation approach suggests Amalco will receive 65.2% of RVHS’ expenditures and 65.5% of RVHS'
revenues. Total expenses for Amalco will be $606.3M. Please see Appendix F for additional details on the
allocation of expenses and revenue.

Table 12: Summary of TSH/Amalco 2015/16 Revenues and Expenses Pre and Post-Integration

TSH RVHS ** RVC % RVC Amalco
Expenses™ $381.8M $344.2M [ $224.5M*** | 65.2% $606.3M****
Revenues $382.3M $341.7M $223.7M 65.5% $605.9M
Net Surplus/Deficit $0.5M -$2.5M -$0.9M -30.4M

Source: MIS 2015/16 data

*Expenses are net of recoveries.’

**RVHS minus exclusions - Exclusions are expenses and revenues that are not expected to occur in future years. For
example, S1M in interest on long term liabilities are excluded because RVHS has already paid off its debt and this expense
will not be incurred in future years.

**%9 of RVHS expenses that are RVC.

****Sum of TSH and RVC expenses.

Immediately following RVHS TSH integration, referral patterns are expected to continue. However, given that
program planning between Amalco and LH will take time, and referral patterns may evolve, it is expected that
Amalco and LH, together with the CE LHIN, will re-evaluate the appropriateness of resource allocation.

Summary

The integration of RVHS and TSH is a complex process that will require initial and ongoing investments in order
to realize the long term financial benefits and enable improved care for the Scarborough and Durham
communities. The working groups have considered several matters raised in the Leading for Patients report
and conducted additional analyses to develop a financial model that represents the best interests of both
organizations in the integration. Key findings from the working groups are below:

e Analyses have shown that there is no material effect on the funding formulas (HBAM or QBP) and the
resultant funding as a consequence of this integration;

e There are minimal operating efficiencies that will result from integration. A master plan that will result in
improved capital infrastructure will create opportunities for operating efficiencies and will allow for more
effective deployment of scarce capital resources;

% Recoveries are dollars received by the hospital from other organizations for providing specific services, supplies or receiving cash
discounts for purchased products.
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e Amalco, LH and the CE LHIN will need to re-evaluate the allocation of resources to ensure the allocation
of resources fits with patient flows and is adjusted if required;

e The relative split of operating costs and revenues between the two future organizations is 65.2% Amalco
and 34.8% LH;

e Allocation of assets and liabilities between Amalco and LH will be determined as part of future due
diligence work; and,

e A modified HBAM funding formula that excludes restructuring costs for this particular integration is
requested.
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5. Community Engagement and Communications Plan

The Conversation So Far: What We Know Today

Changing the local health care system to deliver more modern, integrated, and accessible services has been a
topic of great importance in the Scarborough and Durham communities for many years. In 2013-14, this
opportunity was pursued through a facilitated integration process mandated by the CE LHIN, which resulted in
extensive planning and engagement, branded as Leading for Patients, which focused on exploring the merits
of a possible merger between RVHS and TSH. A comprehensive community engagement and communications
plan was created, which allowed for input from more than 400 internal and external stakeholders.

Figure 1: Key Facts on 2013 Facilitated Integration Stakeholder Engagement

Internal Engagement { External Engagement
¢ 2 Administrative and Clinical Leadership ¢ Facilitated Integration website
Sessions (60 participants per session) (www.leadingforpatients.ca) — more than 4,700
¢ Patient Care Working Groups — 199 participants visits and 15,400 page views
(68 physicians) ¢ Two Telephone Town Halls — 8,380 on call Sep.
¢ Back Office Working Groups — 44 participants 24 and 7,500 for Oct. 8
¢ Surgical Programs Session — 67 participants (36 | ¢ Media relations — community newspapers,
physicians) ethnic media, television, and radio resulting in
¢ 2 Joint Leadership Sessions — 63 participants (32 more than 72 stories
Board members, 17 Medical Advisory ¢ Media ads — reached more than two million via
Committee representatives, 14 Senior newspapers and radio ads to promote
Leadership Team members) Telephone Town Halls
¢ Union Leadership Session — 13 participants (8 ¢ Social media on Twitter and Facebook — more
union leaders, 1 external union liaison). than 140,000 views on Facebook
4 Staff Town Halls — two sessions reaching four ¢ Reach out to elected officials — weekly calls to
hospital sites, videos posted online MPPs, and regional and municipal councils
¢ Online survey — 126 responses
¢ 22 community roundtables with more than 150
participants

As illustrated in Figure 1, this robust plan employed various tactics (i.e. the public website, Leading for
Patients; feedback to workbooks prepared by various clinical working groups; an online survey; community
roundtables; internal town hall meetings; telephone town halls; and outreach to elected officials) to ensure as
many stakeholders as possible were consulted, and each had multiple opportunities to be heard. Although the
proposed merger did not proceed, a number of key takeaways from the 2013-14 communications and
engagement activities emerged. These included:

e The community is open to the idea of a RVHS TSH Integration. Very few participants in stakeholder
engagement activities expressed serious opposition to the idea of integrating as long as there were no
reductions in patient services that would have a severe impact on the community.

e Stakeholders respond to specific issues that motivate them, and will likely react to concrete plans for the
future.

e There are unique issues faced by the RVHS Ajax Pickering site, including skepticism about the future of
this site and concerns over maintaining access to services.
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e There s a clear need for sustained and ongoing engagement. It is important to keep stakeholders
engaged, as strengthening trust is essential to the success of any integration planning and can be
challenging to maintain.

e When the integration occurs, it will be important to communicate early and often. Communication with
stakeholders should remain a two-way process; the hospitals should keep their stakeholders constantly
updated on any changes that are being considered, and which changes are being made. They should also
welcome feedback and suggestions from their stakeholders, reflect this feedback in public documents,
and make it easy to provide this feedback.°

In 2015, the integration conversation broadened with the launch of the Panel by the Minister of Health and
Long-Term Care, Dr. Eric Hoskins. The Panel built on the Leading for Patients work and conducted extensive
community engagement through various activities, including focus groups (service providers, advocacy groups,
community leaders), surveys (patients and family members), and town hall meetings (service providers,
advocacy groups, and residents/patients). In addition to community engagement activities, more than 40
stakeholder consultations were completed.

Figure 2: Key Facts on 2015 Panel Stakeholder Engagement

Stakeholder Consultations Community Engagement

® Boards, Management, Medical Staff Leaders and e Nine focus groups of community groups,

Foundations of TSH and RVHS community leaders, and advocacy groups - 26
e Boards, Management and Medical Staff Leaders participants from Scarborough, 16 participants
atLH from Durham
e Regional health service provider partners from ® In-hospital survey of patients and/or family
non-acute care based segments of the care members — 35 participants from Scarborough,
continuum, including emergency services, primary 17 participants from Durham, 10 other
care, community care and long- participants (primarily Markham)
term/rehabilitation service providers e Two town hall meetings — 80+ participants from
e Leadership of Central East and Toronto Central Scarborough

Community Care Access Centres

e Leadership of Central East, Toronto Central, and
Central LHINs

e Central East LHIN Board

o Members of Provincial Parliament from across
Scarborough and Durham; and

® Scarborough and Durham municipal government
leadership.

The community focus groups and town hall meetings that were conducted by the Panel in the summer of 2015
were well attended and interactive. These, along with the surveys, elicited pertinent comments and
observations. Several key messages were consistently heard from stakeholders, including, but not limited to:

e Scarborough and Durham are in many ways different communities. Each has its own vulnerable
populations, patient flows, growth patterns, and care delivery pressures.

10 Leading for Patients, Stakeholder Engagement Final Report. October 28, 2013.
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e Aclear strategic direction is required for acute program and service delivery across both regions and it
must be acted upon soon to achieve the service integration necessary for excellent and equitable care.

e Existing governance and management structures do not optimally or comprehensively support integrated
service planning and delivery.

e (Capital investment in these regions is needed to provide equitable access to care for the residents of
Scarborough and Durham?!

There is an opportunity to build on and apply the community engagement and communications best practices
that were undertaken during the Leading for Patients work, as well as the recent community engagement and
communications consultations done by the Panel to the RVHS TSH Integration.

Our Commitment to Engagement: The Proposed Plan Ahead

In order to move the Minister’s direction forward, the hospitals came together in various committees, and
working groups, including a Community Engagement and Communications Working Group to develop a plan
to share details of the integrations with their various stakeholders and community members.

This plan, which focuses on the RVHS TSH Integration, has been developed by the Community Engagement
and Communications Working Group, comprised of communications representatives and patient/community
representatives from RVHS, TSH, and LH. The ultimate goal of this plan is to effectively communicate with the
various stakeholder groups impacted by the Panel’s recommendation to bring TSH and RVHS’ Centenary site
together, and is harmonized with the LH RVHS Integration Community Engagement and Communications Plan
to ensure consistent messages and strategies. To reach this goal, the following objectives have been
established:

e Inform/engage all stakeholders on RVHS TSH Integration activities, developments, and the desired
outcomes.

e Inform and update RVHS and TSH employees on the progress of the LH RVHS integration occurring in
parallel.

e Provide timely, open, and transparent multi-directional communications to all community members
and other stakeholders.

e Demonstrate the value of the RVHS TSH Integration, create and/or maintain excitement, and
strengthen ongoing support for the changes ahead.

Additionally, a number of guiding principles will be applied to communications and engagement leading up to
the RVHS TSH Integration and beyond. These include:

e Strengthening confidence and trust.

e Congruity of messaging and common language in all communications.

n McLellan, B., Barbato, T., Campbell, J., Chung, R., Clarke, I., DiEmmanuelle, M., Ronson, J., & Whiteside, C. (2015). Report of The
Scarborough/West Durham Panel. Retrieved from Ontario Ministry of Health and Long-Term Care website:
http://www.health.gov.on.ca/en/news/bulletin/2015/docs/scarborough_west_durham_panel_20151218.pdf
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Finding new ways to engage with the community and reflect their needs.

Emphasizing patient and family choice and accessibility to promote a seamless care experience.
Reassuring the preservation of quality.

Recognition of previous engagement work and what still needs to be done.

Looking beyond the individual sites to with a focus on the broader health system.

Maintaining a sustainable process and approach.

Strategic Considerations

In developing the approach to this Community Engagement and Communications Plan, a number of strategic

considerations have been identified, which are essential to ensure a successful, sustainable integration.

Transparency: A critical success factor in strengthening trust and maintaining healthy community
stakeholder relationships is transparency. There are many passionate stakeholder groups in the
communities with different opinions and attitudes related to the RVHS TSH Integration. Various
stakeholder groups that may not have been consulted during the Panel’s engagement efforts are likely to
feel some anxiety, confusion, and frustration over the Panel’s recommendations. Transparency in the
communications will not only help to address communication gaps with these groups, but will also help to
build trust and confidence with all stakeholder groups.

Variation in starting point: It is important to acknowledge and account for the variation in baseline
information and understanding in the community engagement and communications. For example, a
considerable amount of engagement and consultation work has been done in the Scarborough and West
Durham communities as a result of the Leading for Patients work. However, the East Durham
communities have had little to no involvement or visibility in this work and are generally uninformed.
Additionally, information regarding LH is limited in the communities in West Durham.

Leveraging patient and family input: Each of the hospitals has developed patient and family advisory
groups or councils and it will be important to continue to involve these people in ongoing engagement
and communications to help ensure and enhance meaningful dialogue among the hospitals and the
community. In addition, the hospitals have made a commitment to identify patient and family advisors
who can support engagement and communications activities. As such, the plan distinctly identifies and
highlights this stakeholder group as Advocates/Advisors.

Community diversity: Scarborough and Durham are vibrant, diverse, and growing communities and the
communications should be tailored to address the specific concerns and needs of residents.

Building on the previous work, experience and familiarity with the communities, the following potential major

topics for discussion in community engagement and stakeholder consultation sessions have been identified.
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Table 13: Potential Topics for Stakeholder Engagement / Consultation Sessions

Potential Topics for Stakeholder Engagement/Consultation Sessions

Understanding the integration |Developing a common platform of understanding is foundational to any successful
process and value of the RVHS |change journey. Resistance from some stakeholder groups may be a result of

TSH Integration misinformation or past experiences with attempted integrations. These concerns and
misconceptions need to be addressed through engagement, information, and
transparency. There is also opportunity to leverage existing positivity, given other
stakeholder groups have expressed excitement about the benefits of the RVHS TSH
Integration and are generally in support of one corporation in the region.

Services/Clinical direction Internal and external stakeholders have expressed concerns regarding the perceived
setting loss or changes in services currently offered at their hospital sites. The messages
need to focus on the fact that this is not about siting of services, but about coming
together to strengthen quality.

Workforce/Impact on jobs Employees and medical staff have vocalized concerns regarding job security, job
changes, and the challenges associated with merging different work cultures.
Concerns have also been raised regarding job cuts and the burden on staff and the
broader community.

Medical staff It will be important to engage with medical staff to understand their concerns and
provide information regarding the development of a medical leadership model and
the process to select medical leaders.

Foundations/Donors Donors to the existing Foundations have concerns about the integrity of historical
donations, allocation of existing funds, and the ability to garner donor support.
Strengthening trust will be critical to ensure support of the new Foundations.

Volunteers It will be important to engage with volunteers at both RVHS and TSH to understand
their concerns and convey the message that their services will continue to be vital to
Amalco.

Community and Patient It is important to convey the strong commitment from the existing Boards of

Advisory Council Directors that the future Amalco will continue to value community and patient

engagement. Working with the existing community / patient advisory councils,
engage the councils in designing a terms of reference for the Amalco’s new council.
There may be opportunity to collaborate across the two integrations (RVHS-LH and
RVHS TSH) and leverage best practices.

Communications Plan

A comprehensive communications and engagement strategy will ensure there are opportunities for dialogue
with stakeholder groups throughout the RVHS TSH Integration process. The following plan takes into account
various stakeholder groups, the purpose, channels, and timing for communications and engagement.

Purpose of Engagement

It is expected that the purpose of engagement with each stakeholder group will evolve over time as the RVHS
TSH Integration progresses. However, initial emphasis will, generally, be to inform/educate and gather
input/advice. In stakeholder engagement planning, it is important to consider that, unlike the 2013 and 2015
conversations, there is now a formal direction for the RVHS TSH Integration (2015 Panel report
recommendations and the May 2016 letter from the Minister of Health and Long-Term Care). Therefore, 2016
conversations are starting from a clear vision for the future and, as such, the discussions and questions must
both acknowledge and build from this future state. Specifically, in the Integration Planning Phase,
stakeholders will be
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e informed and educated on the parameters guiding the integration, trajectory of the integration process,
and the outcomes to be achieved; and

e consultations will gather input and advice on how groups would like to be engaged in a number of
strategically important organizational planning initiatives that will commence following the integration
date, including master planning and clinical services planning, and building effective community advisory
groups.

Communications and engagement will progress throughout the Integration, leading towards more active
involvement from various stakeholders post-Integration. Post-Integration, the emphasis will be on
communicating with and engaging stakeholders, enabling them as leaders who can advocate within their
communities and contribute to the success of the RVHS TSH Integration.

Stakeholders

Stakeholders are individuals, communities, political entities, or organizations that have a vested interest in the
outcomes of the RVHS TSH Integration. They are either affected by, or can have an effect on, the RVHS TSH
Integration. Anyone whose interests may be positively or negatively impacted, or who may exert influence
over the project or its results is considered a stakeholder.!3

Internal
Hospital Staff are considered to be all staff that work at RVHS and TSH.

Hospital Volunteers are considered to be community members who provide volunteer services to the
hospitals (e.g. TSH Volunteers, RVHS Centenary Volunteer Services)

Medical Staff are considered to be all physicians and staff with appointments (e.g. midwives, dentists) who
work at the hospitals. This also includes advisory groups such as the RVHS Medical Staff Society and Medical
Advisory Committee; and the TSH Medical Staff Association and Medical Advisory Committee.

Unions encompass large proportions of staff at both RVHS and TSH. At RVHS, approximately 91% of
employees are unionized. At TSH, approximately 82% of employees are unionized. There are 5 unions in place
at RVHS — ONA, CUPE, OPSEU, SEIU and CEP. There are 4 Unions at TSH - ONA, CUPE, OPSEU (Technical) and
OPSEU (Clerical).

Boards of Directors of RVHS, TSH, and LH have a vested interest in each organization, and also influence key
decision making due to their accountabilities and responsibilities as the governors of the existing
organizations.

Corporate Members of RVHS, TSH and LH have a vested interest in each organization. Specifically, legal
process requires that, following Board approval, RVHS and TSH Members will approve the integrations; LH will
require a members’ meeting to pass new by-laws.

Foundation staff and their Boards of Directors work alongside the hospitals to ensure capital funding
priorities are met through community donations.

13" Shared Communication and Stakeholder Engagement Plan for Scarborough-West Durham Expert Panel. November 12, 2015.
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Advocates/Advisors includes those stakeholders who are external audiences, but remain very close to the
hospitals and who are directly impacted by any changes that the hospitals may undergo. They provide a
unique lens as end users of services. Due to their participation in internal hospital meetings and planning
discussions, they are positioned here as internal stakeholders. These stakeholders include:

e Community groups aligned with the hospitals (i.e., RVHS’ Community Advisory Group and Patient Advisory
Committees; and TSH’s Community and Patient Advisory Council and Patient and Family Advisory
Committees).

e Patient and Family Advisors are patients and family members who work with various hospital departments
to provide guidance and advice for potential enhancements to care and services.

Figure 3: Advocates / Advisors

Internal Advocates/ External
Advisors

External
Patients and their families (active or past) of the hospitals.

Political stakeholders are considered to be elected officials and staff of municipal, regional, provincial, or
federal government (e.g. mayors, regional councils, MPPs).

Heath System Regulatory and/or Funding Stakeholders include the Ministry of Health and Long-Term Care,
Central East LHIN, other Ministries and other LHINs.

Health Service Providers include organizations and individuals that are not governed, privileged, or employed
by the three hospitals, but provide service along the continuum of care to patients in the community (e.g.
community care agencies, unaffiliated primary care and family practice-TSH, other specialists, paramedics,
Public Health, long-term care facilities, Community Care Access Centres, and Health Links). This group also
includes other hospitals in the CE LHIN and neighbouring regions (e.g. GTA).

Community Members/Residents/Donors are members of the local community and/or those who donate
funds to a hospital Foundation (e.g., residents/members and businesses of the local community; donors;
potential hires; and community organizations in Scarborough such as service clubs, religious and multicultural
groups, seniors groups, and disease-/specialty-based groups, such as the Canadian Cancer Society, the Kidney
Foundation, mental health associations, etc.).

System partners are considered to be organizations that participate with the hospitals in various ways,
including providing support (e.g., police, non-urgent transportation) or through contracts (e.g., vendors,
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tenants, shared services organizations) and health networks (e.g., Cancer Care Ontario, Ontario Renal
Network, Cardiac Care Network).

Media includes traditional media (print, television, radio, etc.) and online and social media (e.g. online news,
Twitter, Facebook, etc.) Please refer to Appendix G additional information.

Engagement Approaches and Tactics

This proposed communication strategy leverages a variety of channels to engage with both internal and
external stakeholders throughout the RVHS TSH integration process. The three hospitals collaborated and
exchanged experiences, insights, and successful approaches and tactics for tailoring communications and
engagement activities to specific audiences. Strategies include a combination of digital message delivery and
receipt channels, existing meeting structures, in-person forums, and print materials. For all stakeholder
groups, the approach involves multiple channels. Some channels will be exclusive to internal stakeholders
(e.g., Board portals, teleconferences, intranets, huddles/staff and departmental meetings), some exclusive to
external stakeholders (e.g., round table discussions, providers forums, media releases), and some shared with
both internal and external stakeholder groups (e.g., social media, website, FAQ documents).

Please refer to Appendix H for additional information.

Priority Engagement Tactics

A number of initial priorities have been identified by the Community Engagement and Communications
Working Group.

®  Priority stakeholders — During the Integration planning stage, messaging to staff and physicians will be
paramount to maintain confidence and stability, and ensure there are no disruptions to care. Additional
priority stakeholders include patients and families who are receiving care on November 1, and internal
panels comprised of staff who have undergone past integrations.

®  How the three hospitals will work together — The three hospitals are committed to working in parallel,
jointly developing and delivering messaging and engaging with stakeholder groups. As integration
progresses towards November 1, 2016, it will be important that neither RVHS nor TSH are perceived as
leading the messaging. In the short-term, it is expected that each of the hospitals will release common
messaging. As such, it is recommended that all message branding will include both hospital logos. In the
medium and long term, separate messaging specific to each corporation (Amalco and LH) may be
released. As much as possible, this specific messaging will be coordinated between the hospitals to ensure
message alignment and continuity.

e Managing stakeholder expectations for November 1, 2016 — This key priority will ensure all stakeholders
are aware of what precisely is changing after November 1, and what they can expect in the months to
follow. From an operational perspective, nothing is expected to change at that time. This date marks the
beginning of the change in Governance. Further planning (e.g., clinical service design) will follow as
integration is operationalized.
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Engagement Process Sequence

In order to effectively engage with all stakeholders, manage expectations, and deliver timely feedback and
reporting, a sequenced, parallel approach by stakeholder group will be necessary for the Implementation
Planning Phase. Subsequent communication efforts will cascade throughout the stakeholder groups
continuously or iteratively, according to the phase of implementation and anticipated stakeholder impact. Key
messaging will be delivered to internal stakeholders, followed by external stakeholders. For the purpose of
this Integration Proposal, initial engagements begin with the hospitals’ Boards of Directors, followed by
internal stakeholders, advocates/advisors, and external stakeholders. The purpose of engagement and
communication with each group will vary according to stakeholder and phase of implementation. A detailed
communication and engagement plan and specific communications related to decision points and the ongoing
evolution of the integration will be developed by the Working Group for the implementation phase.

It is important to note that community engagement and communications activities are occurring in parallel to
the development and submission of this proposal. To date, Mr. Mark Rochon has been acting as external
spokesperson. Communications activities before the submission of the proposal include:

* Internal communications from CEOs to staff — aligned between the three hospitals — through the regular
release of key messages following each meeting of the RVHS TSH Integration Steering Committee and the LH
RVHS Integration Steering Committee;

*  Staff sessions at RVHS;
* Meeting of Mr. Mark Rochon and RVHS Medical Staff; and,

*  Meetings between Mr. Mark Rochon and four MPPs (either in person or by telephone).

As community engagement and community engagement activities move ahead in the next several months, the
organizations will keep the CE LHIN and MOHLTC apprised of emerging themes.

Figure 4: Communication and Engagement Timelines

Implementation Planning Phase Implementation Phase
June | July | August beptembell October
Stakeholder Group
Internal
Hospital Staff e

Hospital Volunteers —

Medical Staff — To be further

Boards of Directors | developed

Foundation Staff & Boards of Directors — by the (_:E&C

Advocates/Advisors — Working =]
External ’

Political —

Health Service Providers —

Patients and their Families —

Community Members/Residents/Donot
System Partners

Media —

The figure above illustrates the initiation of engagement and communication with each stakeholder group.

Note that frequency (continuous to iterative) and purpose of engagement will vary as the RVHS TSH
Integration process progresses and different stakeholders are involved.
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6. Risks and Mitigation Strategies

Throughout the integration planning process, discussions on the benefits of the RVHS TSH Integration were

balanced by the consideration of risks. The following section summarizes the key benefits and risks organized

by the Guiding Principles — Collaboration and Engagement, Accessibility, Sustainability and Excellence.

Included in each section is an overview of the possible risk mitigating strategies.

Collaboration and Engagement
Risks

Staff and physician engagement and change fatigue —
Some staff and physicians may be reluctant to accept the
merger and may resist the change. For some physician
groups, there may be a conflict or lack of cooperation in
working together. For many staff groups, job security
(related to position and seniority) is a significant concern.
Both hospitals have undertaken significant planning and
operating changes in recent years with varied outcomes.
The lack of stability in the environment will continue to
challenge individuals’ tolerance for more change.

Stakeholder support — A merger may create
dissatisfaction and confusion for stakeholders. For
example, a merger may be seen as a loss to the local
communities. Some community members are concerned
about loss of services and others that current
commitments will not be honoured. For health system
partners, there may be potential impacts to their
organizations. For example, community providers may
need to be ready to handle more referrals in certain
areas.

Recruitment and retention — Given the transition
underway and the associated uncertainty, the integration
may create recruitment and retention risks.

RVHS TSH Integration Proposal

Mitigation Strategies

One compelling long-term vision for the future —
Continued integration discussions should be framed by
one, compelling long-term vision for the future that
excites and engages all stakeholders — leaders, staff,
physicians, volunteers, patients, partners and community
—to achieve.

Physician engagement — Physician engagement activities
from 2013-14 were extensive and beneficial with
conversations moving from a “getting to know you”
discussion to insightful and challenging dialogue about
the future. It is important that this degree of physician
engagement is refreshed and continues in a similar design
to build on the collaboration and commitment
established.

Physician leadership — Identify respected leaders and
involve them throughout the entire process.

Community engagement — The 2013-14 engagement
process brought together people from across the
communities served by the two hospitals, and mobilized a
network of community members eager to provide their
input. Based on insights gathered, the community is
generally receptive to the merger. However, it should be
noted that stakeholders did express various concerns. It is
important to keep community members engaged. The
trust of the community will be essential to success.
Additionally, providing an opportunity for stakeholders to
participate in shaping the new Amalco with respect to
branding and name determination may further promote
engagement.

HR Transition Plan — As part of the next phase of planning
activities, an HR Transition Plan will be developed, which
will include retention and recruitment strategies during
the period of transition the period leading up to the
integration date and the months following.
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Risks

Organizational culture and trust — Establishing a new
corporate-wide culture is a significant undertaking and it
may impede success if not achieved. Some see this as a
significant challenge given the perceived differences in
current practices and behaviours across the hospital sites.
Others see this challenge rooted in the current trust
deficit among physicians and clinical leaders — attributed
to previous processes that engaged clinicians to generate
plans for the future that resulted in no change.

Hospital Foundations — Currently, each hospital has a
separate, legal charitable Foundation that is responsible
for fundraising. The Foundations will have to decide how
to organize themselves to support the Amalco. There is a
risk that they would not be able to reorganize themselves
in a manner that supports the overall interests of the
merged organization. This may be particularly problematic
in Scarborough where the two Foundations may continue
to compete with each other in the same community.

Accessibility
Risks

Inability to support increased volumes — There is a risk
that the existing capacity will not be able meet the
demand. Capacity concerns include staffing, beds,
equipment and physical space. It should be noted that
both hospitals have very high inpatient bed occupancy
rates that limit opportunities for additional efficiencies to
be achieved.

Access to services — Although location of services was not
in scope for this integration proposal, we know from
2013-14 that many expressed related accessibility
concerns. For example, many stakeholders are concerned
about the possibility of patients and families having to
travel further from home to receive care. For seniors and
newcomers, there is concern that changes in services
would have an adverse impact due to an inability to easily
access services in unfamiliar locations. Serious risks were
raised for mental health patients, who could experience
reduced access if, for example, mental health services
were consolidated at one site.

RVHS TSH Integration Proposal

Mitigation Strategies

Clear, timely and transparent communications — The only
way to maintain the trust of members of the hospital
communities and to avoid fierce opposition to change is
to keep lines of communication open between the
hospitals and the communities and for people to see
action based on that openness. It is difficult to rush
change or to implement it without building a base of
support first. Any integration process that tries to do so
would be highly unlikely to succeed.

Planning underway - Although the Foundations, and the
organizations they serve, are currently engaged in
concurrent discussions and planning to align on an
appropriate model in a post-integration era, the future
model is still unclear. The organizations will continue to
support these discussions to ensure appropriate risk
mitigation strategies are developed as required.

Mitigation Strategies

Explore possible options to improve access to services —
As stated in the Panel report, with the support of the
Ministry and the CE LHIN, planning must begin for the
siting and construction of a new comprehensive acute
care hospital, taking into account the full spectrum of
health care required to meet the needs of residents in the
region well into the future. Engaging stakeholders in a
meaningful way in this process will mitigate concerns
related to access. In addition, accessibility options may
include partnerships with transportation providers and
community agencies, a comprehensive patient and family
navigation model, hospital-based transportation
coordination resources and effective marketing and
communications. The funding and costs of these
strategies would also need to be considered.
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Sustainability
Risks

Financial impact of the merger —There are considerable
one-time investments needed to support transition and
integration costs related to the merger, including: the
need to harmonize wages, benefits and physician stipends
where differences currently exist; unavoidable costs of
severance for redundant positions; legal, professional fees
and other costs to conduct financial and legal due
diligence to effect the merger; and capital cost of
harmonizing existing clinical and business systems to
enable operational integration.

Integration is time and resource intensive, and complex
— The complexity and scope of a merger cannot be
understated. In the first few years, the hospitals would
not have the capacity to effectively establish their merged
organization while concurrently pursuing other
transformational changes, particularly operating plans
and budgets that may result in significant labour and/or
service changes. Experiences in Ontario and other
jurisdictions clearly show that hard savings and quality
improvements take years to mature and fully realize. Due
to limited capacity and resources, it is unrealistic to
expect a merged organization to effectively achieve
significant operating budget reductions while attempting
to establish foundational pieces for the new hospital (e.g.
governance structure, recruitment and establishment of
management team, integrating IT systems, establishing
common policies, new strategic plan, etc.). Additionally, in
this case, the dissolution of RVHS layers on further
complication.

Health Human Resource issues — The merger will bring
forward a number of health human resource issues
including restructuring of positions, increased turnover,
increased anxiety, increased strain on clinical teams,
engagement of staff and physicians and limitations of
collective bargaining agreements.

RVHS TSH Integration Proposal

Mitigation Strategies

Secure investments for success — Investments for one-
time transition costs and on-going operating costs would
need to be pursued with the Central East LHIN and the
MOHLTC to ensure long-term success.

Achievable and transparent plan — Having an achievable,
transparent transition plan that people are involved in
developing could increase engagement and reduce
anxieties. It will be important to closely monitor transition
progress, and analyze trends and outcomes.

Critical path for workforce planning and support — It will
be important to develop and communicate a critical path
to guide proper workforce planning and to implement
proactive change management processes that support
health human resources. This path must include constant
messaging to staff, physicians and volunteers, around key
information as it becomes available, facilitated through
ongoing union/management consultation as appropriate.
The communication needs to reinforce that a merged
organization could offer the chance to minimize
involuntary separations through increased opportunities
for redeployment within a larger workforce group.

Pace the change — Design and implement a success-based
change management program that allows “early
adopters” and “winning ideas” to proceed, to achieve
gains and build experience. Successful integrations involve
planning, engagement and consideration for capacity.
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Excellence
Risks

Achieving standardization in practice — The lack of
standardization in clinical and clinician practice is a risk for
the merger. In order to create alignment and integration
in programs, and advance the quality of patient care, the
current variability in practice should be addressed and
compared to leading practice standards. Achieving
standardization requires significant change effort for
people, processes and technology — and requires
investments in capacity.

Knowledge and skills — Given the opportunities being
explored and the advancements being considered, there
is a risk that the current knowledge and skills base will
need to be strengthened. Investments would need to be
made in education, training and development.

Implementation challenges — There are risks that raising
the bar on excellence may be hampered by potential
business and clinical continuity issues and variability in
implementation of changes across a large, multi-site
organization.

RVHS TSH Integration Proposal

Mitigation Strategies

Standardization in practices — A comprehensive plan
should be developed to implement standardized practices
across the corporation. The plan should include a review
of current practices, policies and protocols, and an
assessment against leading, evidence-based practices.
Efforts to standardize work should engage key
stakeholders in the design and implementation, including
education and training.

Focus on Lean principles — Realizing efficiencies requires a
focus on Lean principles, which are embedded in the
operational fabric of both organizations. The Operational
Improvement teams at RVHS and TSH will be critical in
leading the way and supporting the path towards optimal
efficiency.

Integration performance management — The complexity
of implementation requires accountability for ongoing
integration performance management. Measurement and
monitoring of performance-to-plan should be regularly
examined and, if required, course-corrections put in
place.
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7. Plan Forward

The successful achievement of the RVHS TSH Integration by the target date of November 1, 2016 requires
thorough planning and preparation in the period leading up the target date as well as after. As can be seen in
the diagram below, concurrently to the submittal of this Integration Proposal to the CE LHIN, the work of the
Community Engagement and Communications, Human Resources, and Finance Working Groups will continue
and several other work streams will be initiated. As new work is completed, the hospital Boards will transmit
the results to the CE LHIN.

Figure 5: Integration Timeline

Aug Sept
2016 2016

INTEGRATION PLANNING PHASE IMPLEMENTATION PHASE

Minister’s Letter
Stating the

Direction Forward . e - e
Community Engagement & Communications Planning and Activities

Human Resources Integration Planning
Financial Integration Planning
Business Case Development
60-Day Review Period for CE LHIN
Governance Integration Planning
Professional Staff Integration Planning
Due Diligence

Legal Activities

Board Meetings to
Review and
Approve
Integration Plan

Member Meetings
to Review and
Approve
Integration Plan

¢ Community Engagement and Communications Planning and Activities: this Working Group will continue
to refine and implement robust Community Engagement and Communications plans which will be
reviewed and approved by the ISC.

¢ Human Resources Integration Planning: this Working Group will continue to develop and refine a Human
Resources Transition Plan for review and approval by the ISC.

¢ Financial Integration Planning: this Working Group will continue to refine a Financial Integration Plan,
specifically in support of the Due Diligence process (see below).

¢ Governance Integration Planning: a Governance Working Group will develop recommendations, related to
a governance model for the RVHS TSH Integration, which will include guidance on the matters below and
will be submitted to the ISC for review and approval.
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Board size and composition

Process to select the first board

Board Officers

Process to select Board Officers

Membership composition

Committees and their Terms of Reference

Board Governance policies to be adopted by the board of the RVHS TSH Integration
Process to select a new CEO

Process to select a new Chief of Staff

Amalgamation Agreement

Letters Patent of Amalgamation

Corporate By-laws

Required board and member approvals

Form of resolutions to be approved by the Boards and members

o 0O 0 0O 0o 0O 0o O o o0 o o o o

Resolutions to be passed by the new board to provide for the organization of the RVHS TSH
Integration including the appointment of officers, establishment of committees, and approval of
by-laws.

¢ Professional Staff Integration Planning: a Professional Staff Working Group will develop recommendations
and a report on professional staff by-laws and integration that will be submitted to the ISC for review and
approval.

¢ Due Diligence: a Due Diligence Working Group will ensure the required due diligence is completed,
including the financial analysis associated with the allocation of assets and liabilities. The two Boards of
Directors will review for approval.

¢ Legal Activities: the necessary legal documents (e.g. Amalgamation Agreement, By-laws, organizational
resolutions) will be prepared and submitted to the ISC and, subsequently, to the two Boards of Directors,
for review and approval.

It is important to note that the Foundations, and the organizations they serve, are currently engaged in
concurrent discussions and planning to align on an appropriate model in a post-integration era. Areas of
consideration include organizational structure, governance, the number of foundations as well as the
allocation of assets and liabilities. As a consequence of the RVHS TSH Integration, there may be costs
associated with restructuring the Foundations. As planning continues, the organizations will keep the CE LHIN
informed as the discussion and analysis of cost implications progress.

In September, both hospital Boards will meet to review the Integration Plan for approval. Next, in October,
member meetings will be held to review the Integration Plan for approval. If approved, this will signal the end
of the Integration Planning Phase and the beginning of the Implementation Phase, on or before November 1,
2016.

In summary, the RVHS TSH Integration outlined in this Integration Proposal signals the eagerness of both
Boards of Directors in working collaboratively to ensure the Scarborough community has access to a stronger
health care system tailored to their needs. Both hospitals are optimistic that through the integration planning
outlined above, they will contribute to creating a hospital system that is positioned to succeed in improving
quality and safety, enhancing access to services, and delivering patient-centered care to the residents of
Scarborough.
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8. Recommendation

RESOLVED that:

1. the Integration Proposal in the form presented to the directors is hereby approved;

2. the board chair and chief executive officer, together (the “Authorized Signatories”), are authorized
and directed to sign the Integration Proposal and cause it, together with any related
correspondence or documents (collectively, the “Documents”) acceptable to the Authorized
Signatories, to be submitted to the Central East Local Health Integration Network (the “LHIN”)
pursuant to s. 27 of the Local Health System Integration Act, 2006, and to the Ministry of Health
and Long-Term Care (the “Ministry”) pursuant to s. 4 of the Public Hospitals Act;

3. the Authorized Signatories may approve non-material amendments or variations to the
Documents, as jointly agreed upon with the Authorized Signatories of the other hospital
corporation, without further approval of the Board or the Integration Steering Committee, said
approval to be conclusively evidenced by the signature of the Authorized Signatories on the final
form of Documents; and

4. the Authorized Signatories are authorized to work with the CE LHIN and/or the Ministry to finalize
appropriate financial support to cover the costs of integration, as it is the Board’s expectation that
the integration costs are covered.
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Appendix A: HR Working Group Guiding Principles

In order to facilitate an effective and optimal workforce integration process, it is essential to articulate a set

of key workforce integration principles. It is also important to focus significant efforts on organizational

culture alignment and proactive change management strategies.

Lakeridge Health Corporation, Rouge Valley Health System and The Scarborough Hospital believe that and

have agreed to the following guiding principles to assist all Parties as the integration progresses:

Honour the history and embrace the future;
Foster an open and transparent environment;
Create and follow a clearly defined and ethical decision making framework;

Treat employees, volunteers, and medical staff with respect and provide them with timely support
through the change;

Be guided by principles of fairness and equity and where possible provide choice to staff;

Seek the valuable contribution of employees, volunteers and medical staff based on their experience
and knowledge to benefit the integration process;

Respect and work with labour representatives;

Create opportunities to minimize labour disruption;

Minimize overall staffing impacts through attrition and redeployment;
Support staff in retraining;

Create opportunities for existing staff where possible; and,

Provide Leadership the support they need to lead the change.
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Appendix B: HBAM Overall Variance Simulation for RVHS TSH Integration

Analysis of the RVHS TSH Integration indicates that actual expenses are $0.3M higher than HBAM predicts
before the integration, and that actual expenses for Amalco are $2.7M lower than HBAM predicts post-
integration. The estimated incremental HBAM funding increase as a result of the RVHS TSH Integration is
estimated to be $1.1M (36% of $3.0M).

Non Total

Acute ER ccc Rehab MH Modeled Hospital
TSH Pre-Integration
Actual Ontario Expenses $208.3M | $29.6M $8.1M $93.3M $339.3M
HBAM Cost Variance 1.38% -1.24% 0.8%
Dollar Value of HBAM
Efficiency/Inefficiency $2.8M -50.4M $2.5M
HBAM Overall Variance 0.6% -3.0% - - -0.1% -0.5% 0.1%
Dollar Value of HBAM Variance* $1.3M -$0.9M $0.0M -$0.5M $0.3M
Amalco
Actual Ontario Expenses $326.3M | $45.9M $9.3M $6.8M $18.0M | $130.7M $537.1M
HBAM Cost Variance -0.18% -0.33% 12.24% 14.48% 0.2%
Dollar Value of HBAM
Efficiency/Inefficiency -$0.60M | -$0.15M | $1.01M | $0.86M $1.2M
HBAM Overall Variance -0.8% -2.4% 10.1% 12.2% -0.4% -0.6% -0.49%
Dollar Value of HBAM Variance -$2.8M -$1.1M $0.9M $0.8M -$0.1M -50.8M -$2.7M
Net Change in HBAM Efficiency -$3.0M
Effect on HBAM Incremental Funding (-Net Change in HBAM efficiency x 36%) $1.1M

* The dollar value is derived by multiplying the care type specific percent variance by the respective actual expenses
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Appendix C: QBP Distribution

Based on | Based on
Baseline Transfer to Funding Transfer to
13/14 data | 14/15 Data D
2016/17 2016/17 | % Baseline | % Funding
Amal LH Amal LH
Baseline Funding to RVC to RVA mailco malco
Total MOH QBPs $24.1M $23.6M 59% 60% $14.1M $10.0M $14.1M $9.5M
Chemotherapy $1.4M $1.4M 100% 100% $1.4M $S0.0M $1.4M S0.0M
Gl Endoscopy $2.9M $2.9M 60% 60% $1.8M $1.2M $1.8M $1.2M
Col tal/Prostat
olorectal/Prostate | o, ,\, $2.9M 69% 69% $2.2M $1.0M $2.0M $0.9M
Cancer Surgery
Breast/Thyroid C
reast/Thyroid Cancer| ¢, ,\y $2.5M 38% 46% $0.9M $1.5M $1.2M $1.4M
Surgery
Total CCO QBPs $9.9M $9.8M 63% 65% $6.2M $3.7M $6.3M $3.4M
MOHLTC and CCO
QBPs $34.0M $33.4M 60% 61% $20.4M $13.6M $20.4M $13.0M
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Appendix D: Investment Required in IM/IT to Support Integration

1. Consolidate Enterprise Clinical Information Systems (CIS) ($4.4M)

LH, RVHS and TSH use Meditech as their enterprise HIS, however there are three completely separate
installations of this system with distinct databases and configurations. In addition, the breadth and depth of
functionality deployed at the three hospitals is not the same.

The main objective for merging the Meditech systems and support operations would be to enable universal
reporting and common clinical processes within the LH RVHS and RVHS TSH Integration.

There will be costs to implement uniform Meditech functionality (modules) and clinical workflows at the
hospitals. This work will involve Meditech consulting, as well as internal and external resources to configure
extend modules to both sites (LH RVHS and RVHS TSH Integration). Additional financial resources will be
needed for project management, mapping workflows and standardizing processes, delivering training and
providing backfill to enable training attendance.

The two organizations will be required to invest in privacy auditing technology to assure compliance with the
Information and Privacy Commissioner (IPC) order HO-13.

2. Consolidate Departmental Clinical Systems ($5.5M)

There are a number of other departmental clinical systems (e.g. operating room, emergency department,
labor and delivery, cardiac diagnostics information systems) which will need to be integrated to enable
standardized cross-site flow of key clinical information, physician and staff mobility, and operational efficiency
in the delivery of care at the sites of the two hospitals. While the best way to support seamless care delivery
would be to deploy common systems across all sites, the financial investment in technology and change
management required to achieve this would be prohibitive. Therefore, the approach for the integrated
organizations would be to deploy common systems where possible that are financially feasible, and to connect
and make accessible key information from disparate departmental systems from any site. Connecting systems
and data will require an investment in system interoperability and interface development.

The costs in this section do not include biomedical engineering equipment (e.g. ECG machines) that must be
harmonized or introduced to capture digital images. There is a need to also do a comprehensive review of
biomedical equipment as part of the integration exercise.

e Integrate specialty clinical documentation systems: $750K x 2 sites x 3 modalities (cardiology, ED,
labour and delivery) = $4.5M

e Harmonize interoperability platforms and develop interfaces: RVHS - Orion Rhapsody; LH -
Microsoft Biz Talk; TSH - Summit = $800K

e Merge OR Systems: $350K
e  Merge PACS Systems: $450K
e Consolidate remaining clinical systems = $2.0 million

e Training = $2.0 million (conservative)

3. Consolidate Back Office Systems ($3.1M)

There is opportunity to consider consolidating back office systems. RVHS currently uses Meditech financials
and SAP supply chain hosted by Plexxus. TSH uses SAP, hosted by Plexxus, for both financials and supply chain.
LH uses SAP for supply chain only. Realization of operational efficiencies and cost savings in the back office
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areas is largely dependent on using a common, integrated finance and supply chain system. Therefore, the
RVHS TSH Integration could consolidate the Plexxus SAP financials platform and LH could migrate to this
platform.

LH, TSH and RVHS have distinct systems with specific HRIS functionality. A comprehensive centralized HRIS
could help manage the present challenge for the existing organizations by assisting with management of the
human resources function to realize operating efficiencies. The cost to acquire a new HRIS is approximately
$20M. While the cost to consolidate and optimize existing systems is less, the existing systems lack full
functionality and reduce efficiency.

+  Consolidating: LH and RHVS AP site to consolidate on SAP financials - $1.3M; RVHS Centenary to join
the TSH instance in the RVHS TSH Integration - $600K = $1.9M

*  Optimizing existing system: including attendance management, scheduling, onboarding, payroll
(Meditech), eRecruiting = $5.0M

*  New HRIS = $20.0M. HRIS costs have not been included in the financial projections and will be
considered in the implementation phase.

4. Merge Networks and eMail Systems ($1.0M)

A minimum requirement to support seamless communication in an integrated organization is a common
computer network and email system. A core network infrastructure and application components enable all
physicians and staff to efficiently access any computer system from any site. The scope of work required
includes: Network (core, LAN, firewalls, wireless); WAN connectivity; Active Directory; and Exchange Mail
Servers.

5. Merge Telecommunication Systems ($1.6M)

Merging telecommunication systems and integrating functions across all sites will be required to enable
seamless communication, voice messaging, and alarm monitoring (where possible) across all sites of the
organizations resulting in potential cost efficiencies.

Consolidating telephone communications is a two stage process. The first stage to integrating functions would
be to consolidate telephone communications, along with a consolidated dialing plan for Durham and RVHS
TSH Integration. This will ensure that every person with a phone extension can be accessed at any site of
Durham and RVHS TSH Integration without dialing any extra digits.

The second stage would involve consolidating the telecommunication functions from TSH/Centenary and
LH/AP to two consolidated sites. Paging system upgrades to enable seamless paging across all sites and
implementing common policies and procedures will also be done as part of this stage. The estimated cost of
this work is $1.6M.

The financial impact to harmonize incremental licenses, switches and voicemail services to consolidate
technology across all campuses and the associated internal project costs are estimated to impact operating
budget by $1.0M for each organization. Harmonization is defined as introducing new functionality to the sites
that currently do not have automated processes. This introduction will result in additional operating costs for
application licenses at the sites that do not currently have this functionality.
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Appendix E: Cost Allocation Method

RVHS Departments

Allocation Measure Selected

Exceptions

Nursing

Inpatient Nursing excluding OR and PARR
Operating Room & Recovery Room

Reported Expenses
Reported Expenses

Inpatient nursing administration

Proportional to Nursing Direct activity

-Clinical Resources allocations updated as per RVHS
-Medical Resources allocated based on reported expenses

Emergency Department

Reported Expenses

Endoscopy

Reported Expenses

Ambulatory clinics

Reported Expenses

Obstetrics, Pediatrics and Acute Psychiatry expense
allocations updated as per RVHS

Day surgery pre and post

Reported Expenses

Ambulatory care nursing administration

Reported Expenses

Diagnostics and Therapeutics

Laboratory Reported Expenses
Laboratory Admin Reported Expenses
Diagnostics Reported Expenses
Respiratory services Reported Expenses
Pharmacy Reported Expenses
Allied Health Reported Expenses

Pharmacy admin and drug procurement

Proportional to Clinical Pharmacy activity

Diagnostic and Therapeutic Administration

Proportional to D&T Direct activity

-D&T Program Management allocated based on reported
expenses

Administration and Support

General Administration; Finance; Systems Support;Materiel
Management; Communication; Education; Research

Proportional to Total Direct activity

Human Resources

Proportional to Total Direct FTEs

Reprocessing

Reported Expenses

Laundry and Linen

Reported Expenses

Housekeeping; Plant Administration, Plant Operation; Plant
Maintenance

Reported Expenses

Health Records; Patient Transport; Registration

Proportional to Admissions and Clinic Visits

-Registration alloated based on reported expenses
-Patient Transport alloated based on reported expenses

Marketed Services

Reported Expenses

Patient Food Services

Proportional to Patient Days
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Appendix F: Summary of Expenses and Revenues by Site 2015/16

2015
RVHS RVC RVA Exclude % RVC
OCDM Net Expenses
Nursing $159.1M $101.7M $57.3M 64.0%
Diagnostic and Therapeutic Services $68.2M $46.9M $21.3M 68.8%
Administration Services $78.4M $51.5M $26.9M 65.7%
OCDM Adjustments $1.4M $0.9M $0.5M 65.6%
OCDM Net Expenses Total* $307.1M $201.2M $106.0M 65.5%
Expenses Not Included in OCDM
Bad Debts $1.4M $0.9M $0.5M 66.7%
Undistributed Amortization $8.3M $4.3M $4.0M 51.7%
Interest on long term liabilities $1.0M $0.1M $0.0M $0.96M 90.0%
Other $0.1M $0.0M $0.0M 65.5%
Total Undistributed Expenses $10.7M $5.3M $4.5M $1.0M 54.2%
Fund Type Il (72)** $5.1M $3.4M $1.7M 66.9%
Fund Type 1l (73)** $2.2M $2.2M $0.0M 100.0%
Marketed Services** $3.4M $2.5M $0.9M 74.2%
OCDM Exclusions $16.5M $9.9M $6.6M 60.2%
Expenses Not Included in OCDM Total $38.0M $23.4M $13.6M $1.0M 63.2%
Total Expenses 345,113,829 $224.5M $119.6M $1.0M 65.2%
Revenues
LHIN $131.9M $82.9M $49.0M 62.9%
LHIN HBAM $89.4M $59.2M $30.2M 66.2%
LHIN QBPs $24.1M $14.5M $9.6M 60.0%
MOHLTC Base (Cardiac) $21.4M $21.4M $0.0M 100.0%
MOHLTC One Time $7.3M $3.5M $1.9M $1.9M 64.9%
MOHLTC Other Enveloppe $0.1M $0.0M $0.0M 71.5%
CCO $11.7M $9.0M $2.5M $0.2M 78.3%
Other MOHLTC (HOCC) $4.8M $2.8M $2.0M 58.4%
Federal $0.2M $0.1M $0.0M 80.6%
Paymaster $S0.5M $1.2M $0.1M -$0.8M 95.9%
OHIP Professional $12.1M $6.4M $5.8M 52.4%
OHIP Technical $6.1M $3.5M $2.6M 57.1%
MOHLTC Revenue Total $309.6M $204.5M $103.7M $1.4M 66.3%
Patient Revenues $10.5M $5.5M $4.9M 52.8%
Amortized Donations Equpt & Bldg $9.5M $3.0M $5.2M $1.4M 36.4%
Marketed Services $6.3M $3.9M $2.5M 61.3%
Other $2.0M $0.1M $0.0M $1.8M 97.0%
Non MOHLTC Revenue Total $28.3M $12.5M $12.6M $3.2M 49.9%
Fund Type Il $5.1M $3.4M $1.7M 66.9%
Fund Type III $3.2M $3.2M $0.0M 100.0%
Fund Type Il and Fund Type Ill Total $8.4M $6.7M $1.7M $0.0M 79.7%
Total Revenues $346.2M $223.7M $118.0M $4.6M 65.5%
Surplus/Deficit net of exclusions $1.1M -$0.9M -$1.6M $3.6M
* Expenses are net of recoveries
** Excludes all recoveries
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Appendix G: Stakeholder Table

All stakeholder groups have been categorized into the table below and reflect each organization’s relationship

with these groups.

System Partners

Stakeholder Group Members
Internal Stakeholders
Hospital Staff ® All Staff
Hospital Volunteers ® TSHVolunteers
® RVHS Centenary Volunteer Services
®  Physicians
Medical Staff ®  Privileged Staff (e.g. midwives, dentists)
®  RVHS Medical Staff Society, Medical Advisory Committee
® TSH Medical Staff Association, Medical Advisory Committee
Boards of Directors ® RVHS, TSH, LH
Corporate Members RVHS, TSH
Foundation staff and RVHS, TSH
Boards of Directors
Unions ® RVHS: ONA, CUPE, OPSEU, SEIU and CEP
® TSH:ONA, CUPE, OPSEU (Technical) and OPSEU (Clerical)
®  RVHS Patient Advisory Committees
Advocates/Advisors ®  RVHS Community Advisory Group
®  TSH Patient and Family Advisory Committees
® TSH Community and Patient Advisory Council
External Stakeholders
Patients and their Families ®  Active or past patients of the hospitals and their families
Political ® Elected officials (including mayors, regional councils, MPPs, and associated staff)
®  Ministry of Health and Long-Term Care
Heath System Regulatory
and/or Funding ®  Central East LHIN
®  Other Ministries (e.g., Ministry of Labour) and other LHINs
® Community Care Agencies
®  Primary Care (unaffiliated) and Family Practice (TSH), and other specialists
®  Other hospitals (including Central East LHIN hospitals and GTA hospitals)
Health Service Providers ® Paramedics
®  Public Health
® |ong-Term Care facilities
®  Community Care Access Centres (CCACs)
®  Health Links
® Residents/members and businesses of the local community
® Donors
Community ®  Potential hires
Members/Residents/Donors ® Community organizations in Scarborough (e.g., service clubs, religious and
multicultural groups, seniors groups, and disease-based/specialty-based groups, such
as the Canadian Cancer Society, mental health associations, etc.)
® Police

® Non-urgent transportation providers
® Vendors (e.g., security, food, and retail) within the hospitals
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Stakeholder Group Members
®  Tenants within the hospitals
® Shared services organizations (e.g., Booth Centennial, HIROC, Plexxus)
®  Academic Partners
® Cancer Care Ontario, Ontario Renal Network, Cardiac Care Network
Media ® Traditional media (print, television, radio, etc.)
®  Online and social media (e.g. online news, Twitter, Facebook, etc.)
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Appendix H: Stakeholder Engagement Tactics Table

Internal Stakeholder Channels

Audience

Board portals

Boards of Directors

Board meetings

Boards of Directors

Teleconferences

Boards of Directors

Verbal communications

Boards of Directors, Staff, Medical Staff, Volunteers,
Foundation staff and Boards of Directors

Integration Steering Committee members

Boards of Directors

Intranet (including interactive Q&A)

Staff, Medical Staff, Volunteers, Foundation staff

Internal e-newsletters

Staff, Medical Staff, Volunteers, Foundation staff

Leadership Forum

Staff, Medical Staff

Town halls

Staff, Medical Staff, Volunteers, Foundation staff

Director’s Council

Directors, Senior Medical Staff (i.e., Chiefs)

Huddles/Staff and Departmental Meetings

Staff, Medical Staff

Road shows

Staff, Medical Staff, Volunteers

External Stakeholders

Audience

Round table discussions

All external stakeholders, including advocate/advisor
stakeholders

Central East Executive Committee

GTA Hospital and CCAC Executives

Partners Forum

Health Service Provider partners and Service providers

Existing forums/meeting structures

Health Service Providers, Community organizations (i.e.
service clubs, multicultural/religious organizations)

Media releases

Media

Shared Channels (both internal and external stakeholders)

Audience

Social media (Facebook, Twitter, etc.)

All stakeholders

E-Newsletter

All stakeholders

Website All stakeholders
FAQ documents All stakeholders
Meetings All stakeholders
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