2021

Ministry of Health

Spending Plan Review

FAO

FINANCIAL ACCOUNTABILITY
OFFICE OF ONTARIO




About this Document

Established by the Financial Accountability Officer Act, 2013, the Financial Accountability Office (FAO) provides
independent analysis on the state of the Province’s finances, trends in the provincial economy and related matters
important to the Legislative Assembly of Ontario.

The FAO produces independent analysis on the initiative of the Financial Accountability Officer. Upon request from
a member or committee of the Assembly, the Officer may also direct the FAO to undertake research to estimate
the financial costs or financial benefits to the Province of any bill or proposal under the jurisdiction of the legislature.

This report was prepared on the initiative of the Financial Accountability Officer in response to a request from a
member of the Assembly. In keeping with the FAO’s mandate to provide the Legislative Assembly of Ontario with
independent economic and financial analysis, this report makes no policy recommendations.

This report was prepared by Tessa Devakos, Michelle Gordon, Matthew Gurnham, Jacob Kim and Matthew
Stephenson, under the direction of Luan Ngo and Jeffrey Novak.

External reviewers provided comments on early drafts of this report. The assistance of external reviewers implies
no responsibility for this final report, which rests solely with the FAQO.

FAO

FINANCIAL ACCOUNTABILITY
OFFICE OF ONTARIO

- in @
Financial Accountability Office of Ontario
2 Bloor Street West, Suite 900 Toronto, Ontario M4W 3E2 | fao-on.org | info@fao-on.org | 416-644-0702
This document is also available in an accessible format and as a downloadable PDF on our website.

ISBN 978-1-4868-5356-4

© Queen’s Printer for Ontario, 2021


https://twitter.com/infoFAO
https://www.instagram.com/faoontario/
https://www.linkedin.com/company/11286793
https://www.youtube.com/channel/UCl05eN4oKDdE5WWbK3r25-Q
http://www.fao-on.org/en/

FRO

FINANCIAL ACCOUNTABILITY
OFFICE OF ONTARIO

Table of Contents

1| Introduction 1

2 | Ministry Overview 2
Health Spending by Expenditure Estimates Categories 2
Health Spending by Program Area
Comparing Health Spending by Program Area and Estimates Source

3 | Key Issues for 2021-22 7
Spending Plan Analysis 7
Surgery and Diagnostic Procedures Backlog 16
Hospital Capacity Outlook 19
Federal Funding for Provincial Health Spending 21

4 | Program Review 25
Vote 1401 - Ministry Administration Program 25
Vote 1402 - Health Policy and Research Program 26
Vote 1403 - Digital Health and Information Management Program 27
Vote 1405 - Ontario Health Insurance Program 28
Vote 1406 - Population and Public Health Program 30
Vote 1407 - Health Capital Program 31
Vote 1412 - Provincial Programs and Stewardship 32
Vote 1413 - Information Systems 33
Vote 1416 - Health Services and Programs 34
Standalone Legislation (Statutory) Spending 36

Other Spending 36



FAO

FINANCIAL ACCOUNTABILITY
OFFICE OF ONTARIO

On April 21, 2021, the Government of Ontario (the Province) tabled in the Legislative Assembly volume 1 of the
2021-22 Expenditure Estimates.! The 2021-22 Expenditure Estimates (or Estimates) sets out the fiscal year’s
spending requirements for ministries and constitutes the government’s formal request to the legislature for
approval to spend the amounts as detailed in the Estimates.

After tabling in the legislature, the Estimates were referred to the Standing Committee on Estimates (SCE). The
SCE is mandated to consider the Estimates of between six and 12 ministries. For 2021-22, the SCE has
selected the Estimates of the following ministries for review:

e Health

e Natural Resources and Forestry

e Long-Term Care

e Education

e Infrastructure

e Agriculture, Food and Rural Affairs

e Children, Community and Social Services
e Energy, Northern Development and Mines

e Indigenous Affairs

After the SCE completes its review of a ministry, the committee votes on the ministry’s Estimates. Once the
review and voting process is completed for all selected ministries, the SCE must deliver a report to the
legislature by the third Thursday in November.? The Supply Bill is then formally introduced in the legislature for
approval by all Members of Provincial Parliament (MPPs). Passage of the Supply Bill provides the legislature’s
approval to spend the amounts as detailed in the Estimates.

The purpose of this report is to support the SCE’s review of the Ministry of Health’'s (MOH’s) 2021-22 Expenditure
Estimates. The report begins with a financial overview of the ministry, focusing on health spending by Estimates
categories and major program areas. Next, the report identifies key financial issues for the ministry. For this year,
the FAQO:

¢ reviews the health sector spending plan in the 2021 Ontario Budget, including the base spending plan
through 2029-30 and time-limited spending related to the COVID-19 pandemic;

e provides a forecast of the elective surgery and non-emergent diagnostic procedure backlog and an
estimate of the cost and time to clear the backlog;

o discusses hospital capacity and the hospital capacity outlook through 2029-30; and

e reviews federal transfers to support provincial health sector spending.

Lastly, the report reviews proposed 2021-22 spending by program and identifies spending trends and
program changes.

"Volume 1 of the 2021-22 Expenditure Estimates is available here: https://www.ontario.ca/page/expenditure-estimates-volume-1-table-contents-
2021-22.

2 If the SCE does not deliver a report to the legislature by the third Thursday in November, then the Estimates are deemed to be passed by the
SCE. Standing Orders of the Legislative Assembly of Ontario (SO 66(b)).


https://www.ontario.ca/page/expenditure-estimates-volume-1-table-contents-2021-22
https://www.ontario.ca/page/expenditure-estimates-volume-1-table-contents-2021-22
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In the 2021-22 Expenditure Estimates, the Ministry of Health (MOH) is projected to spend $74.1 billion in the
2021-22 fiscal year. This is an increase of $0.9 billion (1.3 per cent) from 2020-21 interim results reported in
the 2021 Ontario Budget.

Figure 2-1: Projected Ministry of Health spending in 2020-21 and 2021-22, $ billions
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Source: 2021-22 Expenditure Estimates, 2021 Ontario Budget and FAO analysis of information provided by the Ministry of Health.

Health Spending by Expenditure Estimates Categories

The Ministry of Health’s 2021-22 spending plan of $74.1 billion is grouped into three broad categories in the
Expenditure Estimates:

e $64.2 billion in ‘Supply Bill spending’ that is authorized annually by the legislature (known as spending
‘to be voted’);

e $9.9 billion in ‘other spending’, which mainly consists of spending related to revenues that are
independently raised by hospitals and spending by the Ministry of Long-Term Care that is recorded as
an expense on the financial statements of Ontario Health;® and

e $16 million in spending that is authorized by standalone legislation (known as ‘statutory spending’).

Supply Bill spending is divided into programs called votes, sub-programs called items, and then accounts.
MOH has nine votes, with Health Services and Programs being the largest at $30.6 billion, or 41 per cent of
MOH spending. The next largest vote is the Ontario Health Insurance Program at $23.5 billion (32 per cent),
while the remaining seven program votes together comprise 14 per cent of planned MOH spending in 2021-22.

3 For more information on Ontario Health, see FAO, “Expenditure Estimates 2019-20: Ministry of Health and Long-Term Care,” 2019.


https://www.fao-on.org/en/Blog/Publications/estimates-health-2019
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Other spending includes $4.2 billion (six per cent of MOH spending) for planned operating spending by
hospitals from non-provincial revenue sources (such as donations or parking fees). There is also a $0.4 billion
capital adjustment to reflect the net amortization of hospital infrastructure projects. Finally, other spending
includes a $5.3 billion (seven per cent of MOH spending) expense adjustment for Ontario Health. This
adjustment largely represents planned payments from the Ministry of Long-Term Care to long-term care home
operators that will be recorded as an expense on the financial statements of Ontario Health. A corresponding
negative adjustment is included as ‘other spending’ in the Ministry of Long-Term Care’s Expenditure Estimates.

Standalone legislation (i.e., spending authorized by legislation other than the Supply Bill) accounts for $16
million or less than 0.1 per cent of planned MOH spending. This spending is largely for the amortization
expense of ministry IT equipment.

Table 2-1: 2021-22 Ministry of Health spending plan by Estimates spending category, $ millions

2021-22 Estimates Share of Total
Vote Program Name

($ millions) (%)
1401 Ministry Administration Program 99 <1
1402 Health Policy and Research Program 797 1
1403  Digital Health and Information Management Program 324 <1
1405  Ontario Health Insurance Program 23,465 32
1406  Population and Public Health Program 4,548 6
1407  Health Capital Program 1,604 2
1412 Provincial Programs and Stewardship 2,579 3
1413  Information Systems 174 <1
1416  Health Services and Programs 30,644 41
Total Supply Bill (Voted) Spending 64,233 87
Other spending — Ontario Health 5,304 7
Other spending — hospitals (operating) 4,236 6
Other spending — hospitals (capital) 357 <1
Other spending — agencies and other adjustments -9 <-1
Total Other Spending 9,887 13
Standalone Legislation (Statutory) Spending 16 <1
Total Ministry of Health Spending Plan 74,136 100

Source: 2021-22 Expenditure Estimates.
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For additional information on planned spending by Estimates categories, see chapter 4.

Health Spending by Program Area

An alternative way to examine MOH spending is by program area, which aggregates different Estimates
spending categories by spending purpose.

The chart below shows planned MOH spending in 2021-22 of $74.1 billion by major program area. The largest
program areas are hospitals ($25.8 billion) and the Ontario Health Insurance Plan (OHIP, physicians and
practitioners) ($17.0 billion), which combined account for 58 per cent of planned health ministry spending in
2021-22. Of the remaining major program areas, the next largest is other programs ($11.2 billion, 15 per cent),
followed by long-term care homes ($5.6 billion, eight per cent), Ontario public drug programs ($5.4 billion,
seven per cent), and community programs ($4.9 billion, seven per cent). The remaining two program areas,
mental health and addictions programs and health capital, account for $2.2 billion (three per cent) and $2.0
billion (three per cent), respectively, of planned MOH spending in 2021-22.

Figure 2-2: 2021-22 Ministry of Health spending plan by program area, $ billions
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Table 2-2 provides a description of each program area.

Table 2-2: Ministry of Health program area descriptions

Program Area Description

The hospitals program area includes provincial funding to support the operation of
141 hospital corporations, funding for specialty psychiatric hospital services, and an
adjustment to account for hospitals’ total spending from provincial and all other
sources.

Hospitals

OHIP provides funding for more than 6,000 insured services to eligible Ontario
OHIP (Physicians and Practitioners) residents from various providers including physicians, hospitals, community
laboratories, independent health facilities and other clinics.

Ontario public drug programs provides funding for the cost of about 5,000 drug
Ontario public drug programs products through six different programs, the largest of which is the Ontario Drug
Benefit program.

The community programs area provides community and home-based supports

Community programs through five programs, the largest of which is funding for home care.

Mental health and addictions includes three programs: Community Mental Health,

Mental health and addictions programs 4 -0 4 vouth Mental Health, and the Addiction Program.

Other programs includes public health programs, such as transfer payments for
Official Local Health Agencies and the Outbreaks of Diseases program; emergency

Other programs health services, such as transfer payments for ambulances; payments to provincial
agencies, such as Ontario Health; as well as ministry administration, information
technology and other expenses.

The LTC homes program area provides funding to support residents in 626 LTC
homes in Ontario. Funding for this program is with the Ministry of Long-Term Care

Long-term care (LTC) homes program  (MLTC). In 2021-22, $5.6 billion in planned payments from MLTC to long-term care
home operators will be recorded as an expense on the financial statements of
Ontario Health.

Health capital spending includes the net amortization expense for hospital
Health capital infrastructure* and information & information technology (I&IT) projects, as well as
community health programs, public health laboratories and MOH agencies.

* Note: for a discussion on the state of repair of hospital infrastructure, see FAQO, “Provincial Infrastructure,” 2020.
Source: FAO analysis of information provided by the Ministry of Health and the Ministry of Long-Term Care.



https://www.fao-on.org/en/Blog/Publications/provincial-infrastructure-2020
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Comparing Health Spending by Program Area and
Estimates Source

Table 2-3 identifies the Estimates funding source for each program area.

Table 2-3: 2021-22 Ministry of Health projected spending by program area and Estimates source
Program Area Projected Spending Estimates Source
Hospitals $25.8 billion Vote-Item 1416-1: $21.2 billion
Vote-Item 1412-1: $0.4 billion

Other Spending: $4.2 billion

OHIP (Physicians and Practitioners) $17.0 billion Vote-Item 1405-1: $17.0 billion
Ontario public drug programs $5.4 billion Vote-ltem 1405-2: $5.4 billion
Community programs $4.9 billion Vote-Item 1416-1: $4.8 billion

Vote-Iltem 1412-1: $0.1 billion

Mental health and addictions programs $2.2 billion Vote-Item 1416-1: $2.0 billion

Vote-Iltem 1412-1: $0.2 billion

Other programs $11.2 billion Vote-Item 1406-4: $4.5 billion
Vote-ltem 1416-2: $2.6 billion
Vote-ltem 1412-2: $1.2 billion
Vote 1405: $1.1 billion
Vote-ltem 1402-1: $0.8 billion
Vote-ltem 1412-1: $0.7 billion
Vote-ltem 1403-1: $0.3 billion
Vote-ltem 1413-1: $0.2 billion
Vote-ltem 1401-1: $0.1 billion

Other spending: - $0.3 billion

Long-term care homes program $5.6 billion Other Spending: $5.6 billion

Health capital $2.0 billion Vote-Item 1407-1: $1.6 billion
Other spending: $0.4 billion
Statutory spending: < $0.1 billion

Vote-ltem 1416-3: < $0.1 billion

Source: FAO analysis of information provided by the Ministry of Health.
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Spending Plan Analysis

This section examines projected health sector spending over the medium term to 2023-24 and the long-term
through 2029-30. Note that in this section the FAO analyzes projected spending for the entire health sector,
including both the Ministry of Health (MOH) and the Ministry of Long-Term Care (MLTC).* The FAO has
included MLTC spending in its review because a significant portion of planned spending for long-term care
homes is now recorded as spending by MOH through Ontario Health. This section begins with an analysis of
the Province’s base health sector spending plan. It then provides information on time-limited spending related
to the COVID-19 pandemic.

Base Health Sector Spending Outlook

In the 2021 Ontario Budget, the Province projects that base health sector spending, which excludes time-
limited spending related to the COVID-19 pandemic, will grow at an annual average of 3.1 per cent over the
medium-term outlook, increasing from $63.7 billion in 2019-20 to $72.0 billion in 2023-24. Over the full 2021
budget forecast, including the recovery plan,® the Province projects average annual health sector spending
growth of 2.6 per cent, reaching $82.0 billion in 2029-30.

The FAO reviewed the ministry’s programs and concluded that the Province’s health sector spending plan will
not be achieved unless significant new program changes are introduced. Based on current program design
and commitments, the FAO projects that health sector spending will increase from $63.7 billion in 2019-20 to
$75.8 billion in 2023-24, which represents an average annual growth rate of 4.4 per cent. By 2029-30, the
FAQ projects health sector spending will reach $94.4 billion, representing an average annual growth rate from
2019-20 of 4.0 per cent.

Overall, the FAO estimates that the Province’s health sector programs will cost $3.7 billion more in 2023-24,
and $12.4 billion more in 2029-30, than projected in the 2021 budget. In other words, if the Province is to meet
its health sector spending targets, then it will need to make program changes that result in annual savings of
$3.7 billion by 2023-24 and $12.4 billion by 2029-30.

“ Total projected health sector spending in the 2021-22 Expenditure Estimates is $74.9 billion, which consists of $74.1 billion for the Ministry of
Health and $0.8 billion for the Ministry of Long-Term Care.

5 The ‘recovery plan’ in the 2021 budget is from 2024-25 to 2029-30 and provides details on the government's plan to achieve a balanced
budget.
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Figure 3-1: Base health sector spending, FAO projection vs. 2021 Ontario Budget projection, $ billions
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Note: Base health sector spending excludes time-limited spending related to the COVID-19 pandemic. The ‘recovery period’ represents the time period in the 2021
Ontario Budget during which the government plans to achieve a balanced budget.
Source: 2019-20 Public Accounts of Ontario, 2021 Ontario Budget and FAO analysis of provincial information.

For perspective, in the nine-year period from 2010-11 to 2019-20, health sector spending grew at an annual
average rate of 3.2 per cent. This was a relatively slow® health sector spending growth rate, which the Province
was able to achieve through a number of significant spending restraint measures, including:

e freezing base operating funding for hospitals from 2012-13 to 2015-16;’
e reducing physician payment rates in 2013 and 2015;8 and

e |limiting investments in new long-term care beds, with only 611 new beds created between 2011 and
2018.°

In the 2021 budget, the Province projects that health sector spending will grow by an average annual rate of
only 2.6 per cent over the 10-year period from 2019-20 to 2029-30, well below the previous nine-year period,
while implementing several key government policy commitments and plans which will require significant new
health sector spending. This includes:

e Creating 30,000 new and redeveloped long-term care beds,'® and increasing average daily direct care
to four hours per day for long-term care residents."’

e Increasing hospital capacity, including the addition of an estimated 3,069 new hospital beds by 2029-
30, as part of the government’s 10-year $30 billion hospital infrastructure plan.

e A plan to revise and expand home and community care services, including removing limits to the
number of hours of service provided.

5 See FAQ, “Expenditure Estimates 2019-20: Ministry of Health and Long-Term Care,” 2019, p. 8.

" Fore more information, see FAO, “Ontario Health Sector: Expense Trends and Medium-Term Outlook Analysis,” 2017.

8 Ibid. See also, “Ontario Health Sector: 2019 Updated Assessment of Ontario Health Spending,” 2019, p. 12.

9FAO, “Long-Term Care Homes Program: A Review of the Plan to Create 15,000 New Long-Term Care Beds in Ontario,” 2019.
1 Presentation to Ontario’s Long-Term Care COVID-19 Commission, slide 19. http://www.ltccommission-
commissionsld.ca/presentations/pdf/Long-Term_Care_Home_Development_Foundational_Redacted_September_21_2020.pdf.
" The FAO will provide analysis of these commitments in an upcoming report.


https://www.fao-on.org/en/Blog/Publications/estimates-health-2019
https://www.fao-on.org/en/Blog/Publications/Health_Spending_02398
https://www.fao-on.org/en/Blog/Publications/health-update-2019
https://www.fao-on.org/en/Blog/Publications/ontario-long-term-care-program
http://www.ltccommission-commissionsld.ca/presentations/pdf/Long-Term_Care_Home_Development_Foundational_Redacted_September_21_2020.pdf
http://www.ltccommission-commissionsld.ca/presentations/pdf/Long-Term_Care_Home_Development_Foundational_Redacted_September_21_2020.pdf
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e Providing subsidized or free training for almost 9,000 additional personal support workers for long-term
care, home care and community care expansion plans.

e Investing $3.8 billion in mental health and addiction services over 10 years, ending in 2026-27.

Overall, based on the FAQ’s analysis of these policy commitments, as well as existing health sector programs,
the FAQO estimates that the health sector spending plan in the 2021 budget has a $3.7 billion shortfall in 2023-
24, rising to $12.4 billion in 2029-30. This means that either the Province will need to increase funding to the
health sector or new spending restraint measures will need to be introduced.

Medium-Term Outlook: Spending Gap by Program Area

Over the medium term, from 2019-20 to 2023-24, the FAO projects health sector spending will grow at an
annual average rate of 4.4 per cent. This is higher than the Province’s annual growth rate of 3.1 per cent in the
2021 budget and results in a three-year spending gap between the FAO’s and Province’s forecasts of $5.7
billion from 2021-22 to 2023-24. This suggests that if the Province is to achieve its 2021 budget health sector
spending plan, then new program changes that result in savings of $5.7 billion over three years are required.

The $5.7 billion cumulative spending gap is not distributed evenly among health sector program areas.
The FAO estimates that a majority of the spending gap is in the hospitals program area, while there are
significant spending gaps in Ontario public drug programs and community programs. Conversely, the FAO
projects that the long-term care homes program will cost less from 2021-22 to 2023-24 than allocated in
the 2021 budget plan.

Table 3-1: Base health sector spending growth by program area, FAO projection vs. 2021 Ontario Budget
projection, 2019-20 to 2023-24, $ billions

Average Annual Growth
2019-20 to 2023-24 (%)

Cumulative Spending
Gap from 2021-22 to

Program Area FAO Province* 2023-24 (3$ millions)*
Hospitals 3.6
OHIP 3.2
Ontario public drug programs 4.6
Community programs 4.6
Mental health and addictions programs 5.1
Other programs 3.0
Health capital 89
Sub-total 3.6
Long-term care homes 13.8
Total health sector 4.4 3.1 5,670

Note: * FAO calculations have been removed from these columns as the Ministry of Health has asserted that disclosure of this information would reveal a Cabinet
record. The FAO has agreed not to disclose Cabinet record information as per paragraph 2(f) of Order in Council 1002/2018.
Source: FAO calculations.
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The following sections identify key FAO base health sector spending growth assumptions by program area.

Hospitals

The FAQO projects that hospitals base spending will increase at an average annual rate of 3.6 per cent between
2019-20 and 2023-24. In contrast, the spending plan in the 2021 budget calls for significantly lower growth
over the same period.

The largest component of hospital budgets is compensation, which comprises 60 per cent of all hospital
spending. The FAO projects compensation spending will increase at an average rate of 3.1 per cent per year to
2023-24. This reflects the expectation that after current collective agreements expire by 2022, increases to
compensation rates will reflect long-term trends. The compensation spending forecast also includes the
Province’s plan to increase hospital capacity, which will require higher staffing levels.'? Non-compensation
expenses, which include the cost of drugs, supplies, equipment and other spending, are expected to increase
by an average of 4.3 per cent per year through 2023-24, reflecting the government’s capital plan, projected
demand and historic trends.

OHIP

The FAO projects 3.2 per cent average annual growth in the OHIP program area. The FAQ’s projection
incorporates the gradual resumption of normal volumes of physician services following decreased spending in
2020-21 due to the COVID-19 pandemic. From March to June of 2020, Ontario physicians performed 31 per
cent fewer services than over the same period in 2019. This will result in a decline in OHIP program area
spending from 2019-20 to 2020-21."

The FAO projects OHIP program spending will increase significantly in 2021-22 as physician billing returns to
more normalized levels and physicians continue to be able to bill for virtual consultations. The FAO projection
incorporates the full resumption of normal physician services and program spending growth in 2022-23 and
2023-24. Finally, with the expiry of the current Physician Services Agreement on March 31, 2021, the FAO
assumes that going forward, physician fees will increase at a rate of 1.0 per cent annually.

Ontario Public Drug Programs

The FAQ projects Ontario public drug programs spending will grow at an average annual rate of 4.6 per cent
from 2019-20 to 2023-24. The FAQO'’s forecast incorporates projected reductions in certain drug prices as well
as trends in the substitution of brand name drugs with generic versions, which will place downward pressure on
spending growth. However, these factors will be more than offset by projected increased use of higher cost
drugs and demographic changes, particularly growth in Ontarians aged 65 and over, which drives demand for
the Ontario Drug Benefit program.

The FAQO’s projection for Ontario public drug programs spending, at 4.6 per cent annual growth, is higher than
the Province’s projection. In the 2021 budget, the Province noted that it was investing an additional $602
million in 2021-22 to support higher utilization, drug costs and increases in the number of eligible recipients.
This implies that either additional funding will need to be added to Ontario public drug programs to meet
increased utilization in 2022-23 and 2023-24, or the Province must introduce program changes that result in
significant savings.

12 See below for more analysis on the outlook for hospital capacity.
'3 In response to the COVID-19 pandemic, the Province implemented physician fee codes that allow physicians to bill for virtual consultations. By
June 2020, over 30 per cent of physician services were being performed via virtual care compared to none in 2019.

10
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Community Programs
The FAO projects community programs spending will grow at an annual average rate of 4.6 per cent from
2019-20 to 2023-24, which is higher than the Province’s projection.

The 2021 budget outlined the Province’s plan to modernize community care through Bill 175, the Connecting
People to Home and Community Care Act, 2020. This legislation transfers oversight of home and community
care from Local Health Integration Networks (LHINs) to Ontario Health Teams and removes service maximums
for home and community care services. To support this service expansion, the Province announced $121
million to help train almost 9,000 personal support workers for both home and community care programs and
long-term care homes. The FAQO estimates that the expanded service levels will require 35.9 million hours of
personal support services and 9.6 million nursing and therapy visits in 2023-24.

Mental Health and Addictions Programs

The FAO projects mental health and addictions programs spending will grow at an annual average rate of 5.1
per cent from 2019-20 to 2023-24. The FAO’s projection incorporates the Province’s commitment in the 2021
budget to invest an additional $183 million in mental health over three years, as well as annual increases in
spending under the Canada-Ontario Home and Community Care and Mental Health and Addictions Services
Funding Agreement.

Other Programs

The FAO projects 3.0 per cent average annual growth in other programs spending from 2019-20 to 2023-24.
The FAQ’s growth projection is driven primarily by increased projected demand for cancer care and public
health services.

In the 2019 Ontario Budget, the Province announced a plan to slow health sector spending growth by
achieving significant savings through reduced administrative expenses and health sector transformation. The
Province projected annual administrative savings of $350 million by 2021-22 through the creation of Ontario
Health, which consolidated the operations of the Province’s 14 LHINs and six provincial agencies. This savings
projection is incorporated into the FAO’s spending forecast.

Health Capital

The FAO projects 3.9 per cent average annual growth in health capital spending which is in line with historical
average annual growth of 3.9 per cent over the past 10 years. The FAQ’s projection is based on the Province’s
10-year infrastructure plan in the 2021 Ontario Budget of $33.6 billion in total health capital investments.4

Long-Term Care Homes

The FAO projects long-term care homes spending will grow at an average annual rate of 13.8 per cent, which
is lower than the Province’s projection. The high growth in long-term care homes spending reflects the
Province’s commitment to add 30,000 new and redeveloped long-term care beds, and increase daily direct
care for long-term care residents to four hours per day. Overall, the FAO projection for long-term care homes
spending from 2021-22 to 2023-24 is lower than the Province’s forecast. The Ministry of Long-Term Care was
unable to provide the FAO with a detailed spending forecast to 2023-24 so the FAO cannot determine the
reason for the projected difference in long-term care homes spending. More detailed analysis of the long-term
care homes spending plan and commitments will be provided in an upcoming FAO report.

42021 Ontario Budget, p. 21.

11
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Long-Term Outlook to 2029-30

Over the 2021 budget’s recovery plan, from 2024-25 to 2029-30, the spending gap between the FAO’s health
sector spending forecast and the Province’s spending plan reaches $12.4 billion by 2029-30.' The Ministry of
Health noted to the FAO that starting in 2024-25, the health sector spending plan in the 2021 budget is not
allocated by program area. Therefore, the FAO cannot provide a comparison between the FAO's forecast and
the 2021 budget spending plan by program. Overall, the FAO projects that health sector spending will grow by
an annual average of 3.7 per cent from 2023-24 to 2029-30, compared to the 2021 budget projection of 2.2
per cent.

Table 3-2: Base health sector spending growth, FAO projection vs. 2021 Ontario Budget projection, 2023-24
to 2029-30, $ billions

Average Annual Growth
2023-24 to 2029-30 (%) Spending Gap in

2029-30 ($ millions)

Program Area FAO Province
Hospitals 86 N/A N/A
OHIP 2.8 N/A N/A
Ontario public drug programs 4.6 N/A N/A
Community programs 4.5 N/A N/A
Mental health and addictions programs 3.6 N/A N/A
Other programs 3.0 N/A N/A
Health capital 3.5 N/A N/A
Sub-total 34 N/A N/A
Long-term care homes 6.5 N/A N/A
Total health sector 3.7 2.2 12,430

Source: FAO analysis of provincial information.

The FAQ’s long-term health sector spending projection reflects ongoing provincial commitments for long-term
care homes, forecasts for hospital capacity expansion and compensation levels, increased utilization of
entitlement-based'® programs, such as OHIP, Ontario public drug programs and community programs, the
assumption that the Province will maintain funding for mental health and addictions services after the
provincial-federal funding commitment ends in 2026-27, and the Province’s 10-year health infrastructure
investment plan.

'® The cumulative health sector spending gap from 2021-22 to 2029-30 between the FAO'’s forecast and the Province's 2021 budget health
sector spending plan is $61.9 billion.

16 Between 2023 and 2029, Ontario’s population is projected to grow by 6.6 per cent. Over the same period, the number of Ontarians over the
age of 65 is projected to increase much more rapidly, by 22 per cent.
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In 2011-12, real per capita health sector spending, which accounts for population levels and inflation, was
$4,780. Real per capita spending reached a low of $4,411 in 2016-17 and gradually increased to $4,510 by
2019-20. Looking forward, the FAO projects that real per capita base health sector spending will grow at an
average annual rate of 0.9 per cent from 2019-20 to 2029-30, reaching $4,941 by 2029-30. In comparison,
the base health sector spending plan in the 2021 budget calls for real per capita spending to decline by an
annual average of 0.5 per cent over the 10-year period, dropping to $4,290 by 2029-30. If this spending level
is achieved, then annual real per capita health sector spending will have declined by $490 per person (or 10.2
per cent) since 2011-12.

Figure 3-2: Real per capita base health sector spending, 2011-12 to 2029-30
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Source: FAO analysis of provincial information.

Time-Limited COVID-19 Spending

The FAO estimates that from 2020-21 to 2022-23, the Province’s health sector spending plan includes a total
of $16.0 billion for measures in response to the COVID-19 pandemic. This amount is largely consistent with the
total reported in the 2021 Ontario Budget.'” Over half of this COVID-19-related spending is estimated to have
occurred in 2020-21, with the remainder ($7.6 billion) planned for 2021-22 and 2022-23.

" In the 2021 Ontario Budget, the Province reported total COVID-19 Health Response spending of $13.6 billion in 2020-21 and 2021-22 (p. 175).
In addition, the FAQO estimates that the $2.0 billion remaining in the Pandemic Fund in 2022-23 is available for health sector COVID-19-response
spending and that there is an additional $0.5 billion in health sector COVID-19-response spending in 2022-23.
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Figure 3-3: Time-limited health sector spending related to the COVID-19 pandemic, 2020-21 to 2022-23, $ billions
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Source: FAO calculations based on information provided by the Ministries of Health, Long-Term Care and Finance, Treasury Board Secretariat, and other publicly
available information, including the 2021 Ontario Budget.

Table 3-3 shows the $16.0 billion in COVID-19-related spending by categories of support from 2020-21 to
2022-23 and provides further information on each category.

Table 3-3: Health sector COVID-19 spending by category, 2020-21 to 2022-23, $ millions
FAO Estimated

Spending Category Description Total COVID-19
Spending

e  Funding to perform COVID-19 tests at assessment centres,
laboratories, pharmacies, long-term care homes, retirement
homes, industry sites, and other venues.

e As of early March 2021, over 11 million polymerase chain
Testing / Contact Tracing reaction (PCR) tests have been completed and over 3 million 3,785
rapid tests have been deployed.

e  (oing forward, the Province is targeting to provide about
800,000 rapid tests per week to long-term care homes,
retirement homes and industry sites.

e Funding for increased supplies and equipment, prevention and
containment measures, and other supports, including resources
for digital health, virtual care, and Telehealth.

Operations 2,419

e Includes $1.4 billion to support hospital operations, and $1.0
billion for other supports, including public health operations,
increased home and community care capacity, and mental
health and addiction supports.

e Total funding of $2.0 billion from 2020-21 to 2021-22, mostly for
operating pressures due to COVID-19, including increased
supplies, prevention and containment measures, and testing
implementation.

Long-Term Care Homes 1,997
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Includes funding of $0.8 billion in 2020-21 to support
approximately 4,510 surge beds and an additional $0.8 billion in

2021-22 to support approximately 3,522 surge beds.
1,536
Looking forward, the ministry’s spending plan for the hospitals

sector implies that the 3,522 surge beds will not be maintained
after the pandemic ends (see below for more analysis).

Between April 2020 and August 2020, eligible frontline workers
received $4 per hour on top of their existing hourly wage and a
lump sum payment of $250 (up to $1,000) if they worked at
least 100 hours during one of four designated 4-week periods.

Between October 2020 and June 2021, eligible frontline
workers will receive $3 per hour on top of their existing hourly
wage ($2 per hour for workers in public hospitals).

1,330

The FAO estimates that of the $1.3 billion in total health sector
wage enhancements (pandemic pay), $0.5 billion is for eligible
workers in the long-term care homes sector.

Funding for personal protective equipment, including over 315
e . 1,273

million masks and over 1.2 billion gloves.

Funding of $1.1 billion for the Province’s vaccination plan,

including $50 million for First Nations and urban Indigenous

communities.

The Province has allocated $0.5 billion for its vaccination plan in
2021-22 and $0.5 billion for 2022-23, in addition to spending
$0.1 billion in 2020-21.

1,087

The federal government is assuming costs for the procurement
and purchase of vaccines and the supplies to administer them.

Total funding of $0.6 billion to address the backlog from delayed
or cancelled elective surgeries and non-emergent diagnostic

procedures due to the COVID-19 pandemic.
610
The FAO estimates that it will cost $1.3 billion to clear the

backlog, leading to a $0.7 billion shortfall. See below for further
analysis.

The FAO estimates that there is $2.0 billion remaining in the

Pandemic Fund to support COVID-19 measures in 2022-23. 2,000

16,039

Source: FAO calculations based on information provided the Ministries of Health, Long-Term Care and Finance, Treasury Board Secretariat, and other publicly
available information, including the 2021 Ontario Budget.
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Surgery and Diagnostic Procedures Backlog

Procedure Backlog Estimate

On March 15, 2020, as the first wave of the COVID-19 pandemic hit the province, hospitals ramped down
elective surgeries'® and non-emergent diagnostic procedures’ to preserve capacity for COVID-19 patients.
This directive lasted for nine weeks and resulted in an estimated 121,600 backlogged surgeries and 727,000
backlogged diagnostic procedures by the end of May 2020. While hospitals began to resume elective surgeries
and non-emergent diagnostic procedures in late May 2020, procedure volume never reached pre-pandemic
levels, and the backlog continued to accumulate. By the end of March 2021, the Ontario COVID-19 Science
Advisory Table estimated that the surgery backlog reached 245,400 procedures,?® while the FAO estimates
that the diagnostic backlog reached 1.6 million procedures.

In response to record and growing hospitalization rates in the third wave of the pandemic, Ontario Health
directed hospitals in southern Ontario to ramp down elective procedures, effective April 12, 2021. On April 20,
2021, a directive was issued to all hospitals to immediately cease all non-emergent surgeries and procedures.?’
The FAO estimates that this postponement of elective surgeries and diagnostic procedures will increase the
surgical backlog by 11,152 procedures per week and the diagnostic backlog by 51,990 procedures per week.

At the time of the writing of this report, it is not clear how long elective surgeries and non-emergent diagnostic
procedures will continue to be on hold. Therefore, for the purposes of this analysis, the FAO assumes that the
duration of the new directive will last nine weeks, similar to the initial directive during the first wave of the
pandemic, followed by a gradual resumption in volumes. As a result, the FAO projects that the surgery backlog
will reach 419,200 procedures and the diagnostic backlog will reach nearly 2.5 million procedures by the end
of September 2021. For context, in 2019, Ontario hospitals completed 649,300 elective surgeries and 4.3
million non-emergent diagnostic procedures.?” This means that the surgical and diagnostic backlog is expected
to reach nearly two-thirds of total annual volume for all elective surgeries and non-emergent diagnostic
procedures in a normal year.

'8 Elective surgeries refer to surgeries that do not involve a medical emergency and therefore do not need to be performed immediately. These
include procedures such as cataract, hip replacement, knee replacement, gallbladder and select cancer surgeries.

19 Diagnostic procedures included in this analysis are adult and pediatric CT scans, MRI scans and cancer screening tests, such as fecal tests,
screening mammograms, pap tests and screening MRIs.

20 Ontario COVID-19 Science Advisory Table, “Update on COVID-19 Projections,” April 16, 2021.

2! Ontario Ministry of Health. Directive #2 for Health Care Providers (Regulated Health Professionals or Persons who operate a Group Practice of
Regulated Health Professionals).

22 Total volumes of elective surgeries and diagnostic procedures completed in 2019 were calculated using information provided by the Ontario
Ministry of Health and system performance data from Health Quality Ontario.
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Figure 3-4: Estimated cumulative backlog of elective surgical procedures
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Note: Elective surgeries refer to surgeries that do not involve a medical emergency and therefore do not need to be performed immediately. These include procedures
such as cataract, hip replacement, knee replacement, gallbladder and select cancer surgeries.
Source: Ontario COVID-19 Science Advisory Table, “Update on COVID-19 Projections,” April 16, 2021, Ministry of Health and FAO projection.

Figure 3-5: Estimated cumulative backlog of non-emergent diagnostic procedures
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Note: Diagnostic procedures included in this analysis are adult and pediatric CT scans, MRI scans and cancer screening tests, such as fecal tests, screening
mammograms, pap tests and screening MRIs.
Source: Ontario COVID-19 Science Advisory Table, “Update on COVID-19 Projections,” April 16, 2021, Ministry of Health, Health Quality Ontario and FAO projection.
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The Cost to Clear the Procedure Backlog

The FAO estimates that it will cost the Province $1.3 billion to clear the projected backlog of 419,200 surgeries
($1.1 billion) and 2.5 million diagnostic procedures ($241 million). The FAQ’s cost estimate is based on
provincial funding rates and does not reflect any additional costs that may be associated with hospitals
operating above normal procedure volumes for a long duration. Overall, although the diagnostic procedure
backlog is much higher than the surgical backlog, it will cost less to address because the average funding rate
per diagnostic procedure, at $96, is significantly lower than the average funding rate per surgery of $2,527.

In the 2021 Ontario Budget, the Province allocated $610 million to address the surgery and diagnostic
procedures backlog. This represents a funding shortfall of approximately $700 million and is largely due to the
timing of the writing of the 2021 budget, which occurred before the directive in April 2021 to halt elective
surgeries and non-emergent diagnostic procedures.

Table 3-4: Estimated cost to clear the surgery and diagnostic procedure backlog

Average FAO Estimate of
Tvoe of Procedure Funding Rate Cumulative Cost to Clear the
yp per Procedure Backlog Backlog
(€3] ($ millions)
Surgery
Orthopedic Surgery (including Knee and Hip Replacement) 4,528 76,994 349
General Surgery 3,124 46,271 145
Gynecologic Surgery 2,319 38,526 89
Pediatric Surgery 1,856 45,528 85
Eye Surgery (including Cataract) 7 114,490 82
Cancer Surgery 4,228 13,560 57
Plastic and Reconstructive Surgery 2,558 20,484 52
Other Surgeries 3,163 63,344 200
Total Surgery 2,527 419,196 1,059

Diagnostic Procedure

CT Scan 233 436,822 102

MRI Scan (excluding screening MRI) 197 461,067 9

Cancer Screening (including Fecal Test, Screening

Mammogram, Pap Test and Screening MRI) 30 1,599,007 48

Total Diagnostic Procedure 96 2,496,897 241
Total Surgery and Diagnostic Procedure 446 2,916,093 1,300

Source: FAO analysis of information provided by the Ministry of Health.
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How Long to Clear the Procedure Backlog?

The FAO estimates that it will take 3.5 years to clear the surgery backlog of 419,200 procedures and over
three years to clear the diagnostic backlog of 2.5 million procedures. This estimate is based on the 2021
budget’s plan to clear the backlog and assumes hospitals operate at 11 per cent above pre-pandemic volumes
for all surgeries and 18 per cent above pre-pandemic volumes for non-emergent diagnostic procedures.??
Alternatively, if the Province were to clear the projected backlog in 24 months, hospitals would need to operate
at 20 per cent above the pre-pandemic volumes for all surgeries and 29 per cent above pre-pandemic volumes
for non-emergent diagnostic procedures.

Importantly, the FAO has not reviewed the Ministry of Health’s plan to clear the surgical and diagnostic
procedure backlog in relation to required staffing levels, the required physical capacity in hospitals (e.g.,
operating room space) and other operating constraints.?* Members of the Standing Committee on Estimates
may wish to ask the ministry about its plan to clear the elective surgery and non-emergent diagnostic
procedure backlog, including any revised cost estimates, new timing estimates and operational plans.

Hospital Capacity Outlook

In 1990, Ontario had nearly 50,000 hospital beds, which dropped to a low of 31,500 by 1999, following a
period of spending restraint and hospital consolidations. The number of hospital beds in Ontario remained at
approximately this level for 19 years before the number of hospital beds started to increase in 2018.

From 2018-19 to 2021-22, the Province added a total of 2,524 new permanent beds. In addition, in response
to the COVID-19 pandemic, the Province added 2,259 temporary beds in 2019-20, 4,510 beds in 2020-21 and
3,522 in 2021-22, non-cumulatively. As a result, the FAO estimates that Ontario has 38,416 hospital beds in
2021-22, of which 34,894 are permanent beds and 3,522 are surge beds. This represents an increase of
6,964 hospital beds from 2017-18 levels.

Looking forward, the ministry’s spending plan for the hospitals sector implies that the 3,522 surge hospital beds
will not be maintained after the pandemic ends. As a result, the FAO assumes that surge beds will be
withdrawn after 2021-22 and forecasts that the number of hospital beds in Ontario will drop to 35,134 in 2022-
23. After 2022-23, based on information provided by the ministry and a review of the 10-year infrastructure
plan for hospital projects, the FAO estimates that the Province will add an average of 324 hospital beds
annually, reaching 37,321 beds by 2029-30.

23 The percentage over pre-pandemic volume was calculated based on procedure volume and does not reflect differences in operating time
across different procedures.

24 For context, results from a survey of 25 U.S. hospitals indicated that many hospitals are anticipating significant challenges in returning to pre-
pandemic levels of surgical volumes. Hospitals indicated that the most significant challenges to increasing elective surgeries are workforce
shortages, followed by limited inpatient bed availability and limited operating room capacity. Workforce shortages are related to postponed paid
time off, child care requirements, staff illness and burnout. To increase surgical volume, U.S. hospitals are exploring options to extend hours of
operation, hire additional staff, taking steps to limit patient cancellations, increasing use of virtual care, scheduling elective surgeries on weekends
and reducing length of stay for inpatients. See McKinsey, Cutting through the COVID-19 surgical backlog, October 2020.
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Figure 3-6: Ontario total hospital beds by type, 1990 to 2029

60,000 5.0
mmmm Base Hospital Beds

50 000 Surge Beds 4.0
’ o
== Base Hospital Bed per 1,000 Population S
3.0 <
o 40,000 5
3 g
o 20 &
© (O]
= 30,000 °
8 1.0 =
T *
20,000 2
- ©
°
10,000 -1.0 C
- -2.0

o Al < «© [ce} o AN < © e} o N < «© [ce] o AN <t © (e @]

(o)) (o)) (o) D D o o o o o ~ ~ ~— ~— ~ A A [aV} AN AN

(o)) D (o)} (o)) (o)) o o o o o o o o o o o o o o o

~ ~ ~ ~ ~ AN AN AN [V} AN [QV) AN [V} AN [V} AN [QV) [QV) [V} AN

Historical Projection

Source: Ontario Hospital Association, Ministry of Health and FAO.

From 1990 to 1999, the total number of hospital beds per 1,000 Ontarians decreased by 43 per cent, from 4.8
beds per 1,000 people to 2.7 beds per 1,000 people.?® Since the total number of hospital beds remained flat
from 1999 to 2017, while Ontario’s population increased, the number of hospital beds per 1,000 people
continued to decline, from 2.7 per 1,000 people in 1999 to 2.2 per 1,000 in 2017. This represents a further 19
per cent decline. Going forward, the projected increase in the number of hospital beds by 2029 is expected to
keep pace with population growth. The FAQO estimates that by 2029, the number of hospital beds will be 2.3
per 1,000 people, up from 2.2 per 1,000 in 2017.

Finally, compared to other OECD countries, Ontario has one of the lowest number of hospital beds as a share
of the population and is below the Canadian average.

2 Ontario Hospital Association, Ontario Hospitals - Leaders in Efficiency, December 2019.
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Figure 3-7: Ontario hospital beds compared to other OECD countries
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Source: Organisation for Economic Co-operation and Development (OECD) and FAO.
Note: Ontario values are for 2021-22 and exclude surge hospital beds. Other jurisdictions’ data are for 2019 or the latest available data.

Federal Funding for Provincial Health Spending

Federal Transfers to Support Base Health Sector Spending

The federal government supports a portion of provincial health sector spending, largely through the Canada
Health Transfer (CHT). The CHT provides funding for the purposes of maintaining the national criteria for
publicly provided health care in Canada.?® The CHT is an important source of provincial revenue, with Ontario’s
CHT transfer in 2021-22, based on its population share, expected to reach $16.7 billion. The annual growth
rate of the CHT is based on a three-year moving average of Canada’s nominal GDP growth with a floor of three
per cent. This reflects the current CHT agreement, which is scheduled to last until 2024-25. However, the
federal government has indicated that the CHT funding formula will be increased “once the pandemic is
over.”?’

In addition to the CHT, there are time-limited federal transfer agreements related to mental health and home
care that support base health sector spending. In 2021-22, the Province will receive $580 million from the
Home and Community Care and Mental Health and Addictions Services Funding Agreement, a 10-year
program that will provide the Province with a total of $4.2 billion through 2026-27.

%6 Specifically, the CHT supports the principles of the Canada Health Act, which are universality, comprehensiveness, portability, accessibility and
public administration. While the CHT is notionally allocated to fund health spending, provinces may direct federal CHT funding to any area of
provincial spending.

2" https:/iwww.theglobeandmail.com/politics/article-ottawa-will-increase-health-transfers-to-the-provinces-after-
the/?utm_medium=Referrer:+Social+Network+/+Media&utm_campaign=Shared+Web+Article+Links.
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Since 2011-12, federal health transfers as a share of Ontario base health sector spending have increased from
21.2 per cent to 25.2 per cent in 2019-20, as the annual growth rate of the CHT has significantly outpaced the
growth rate of Ontario’s health sector spending.?® Looking forward, assuming that the CHT will continue to
grow based on nominal GDP to 2029-30 and that the mental health and home care agreement will not be
renewed, the FAO projects that growth in federal health transfers will average 3.9 per cent from 2019-20 to
2029-30, similar to the growth rate of Ontario’s health spending. As a result, the federal share of Ontario’s
health sector spending is expected to remain stable at approximately 25 per cent to 2029-30.

The Ontario government, through the Council of the Federation, has requested an increase in the CHT so that
35 per cent of all annual provincial-territorial health spending would be supported by federal health transfers.?
The FAO estimates that, in 2021-22, an additional $7.1 billion in CHT funding would be required to meet the 35
per cent target specifically for Ontario, which would grow to $9.5 billion in 2029-30. In other words, this is the
amount of new CHT funding that would be required if the federal government were to support 35 per cent of
projected provincial health sector spending.

Figure 3-8: Federal cash transfers as a share of Ontario base health sector spending, 2011-12 to 2029-30
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Source: FAO calculations.

2 From 2010-11 to 2016-17, CHT funding to Ontario, under the previous funding agreement, grew by 5.3 per cent per year while Ontario’s health
sector spending grew by an average annual rate of 2.6 per cent. As a result, the federal funding share of Ontario’s health sector spending
increased from 21.2 per cent in 2011-12 to 24.9 per cent 2016-17. From 2016-17 to 2019-20, federal health transfers grew by 4.9 per cent per
year while health sector spending grew by an average annual rate of 4.5 per cent, leading to a smaller increase in the federal government’s
funding share of Ontario’s health sector spending over this period.

2% PT Finance Ministers report to Council of the Federation (COF), The Canada Health Transfer will Help Make Provinces and Territories More
Financially Sustainable Over the Long Term (March 4, 2021).
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In contrast, in the 2021 Ontario Budget, the Province estimated that, to support 35 per cent of Ontario’s health
sector spending, an additional $10 billion in CHT funding would be required in 2021-22, rising to approximately
$13.6 billion by 2029-30.%° The difference between the FAQ’s estimate and the Province’s estimate of $3.0
billion in 2021-22 rising to $4.1 billion in 2029-30 is due to two main reasons:*!

e The Province’s estimate includes time-limited COVID-19 health spending, increasing the gap in the
short term. The FAO’s gap estimate excludes temporary COVID-19 spending as the federal
government provides separate cash transfers to support this spending (see below for more details).

o The Province’s estimate, which is based on the Council of the Federation’s analysis, assumes 4.6 per
cent annual growth in provincial-territorial health sector spending between 2019-20 and 2029-30. This
is higher than both the base health sector spending plan in the 2021 Ontario Budget and the FAO’s
projection. From 2019-20 to 2029-30, the government’s planned base health sector spending growth
is 2.6 per cent per year, while the FAO forecast is 4.0 per cent.

Federal Transfers to Support COVID-19-Related Health Sector Spending

In addition to base federal health transfers, the federal government is providing time-limited cash transfers to
the provinces to support spending in response to the COVID-19 pandemic. In total, Ontario will receive $6.2
billion in cash transfers from the federal government from 2019-20 to 2021-22 through six federal streams to
support provincial health sector COVID-19 pandemic response measures:

e Safe Restart Agreement: $3.1 billion of the $5.1 billion will be allocated to provincial health sector
spending;

e Canada Health Transfer: a one-time top-up of $1.6 billion to address COVID-19-related health sector
spending pressures, including surgery backlogs;

e Essential Workers Wage Top-up: $1.1 billion transfer of which $0.9 billion will go to wages for essential
workers in the health sector;

e Vaccine Roll-Out Support: $0.4 billion to support the provincial roll-out of vaccines;
e COVID-19 Response Fund for Provinces and Territories: $194 million; and

e Virtual Care Agreement: $46 million.

In total, temporary federal transfers will cover 38 per cent of the $16.0 billion in time-limited provincial COVID-
19-related health sector spending from 2020-21 to 2022-23. This figure excludes $1.9 billion in federal health
sector spending in Ontario for in-kind donations of supplies, as well as any other federal direct spending on
health expenses, such as the purchasing of vaccines, support for contact tracing and health personnel.

302021 Ontario Budget, pp. 58-59. The Province’s estimate is based on projections by the Council of the Federation, which estimated the 35 per
cent funding gap between the CHT and all provincial-territorial health spending.

3! Methodological differences also account for a portion of the difference in estimates. Specifically, the Province estimates its CHT funding gap as
Ontario’s per capita share of the national CHT funding gap, estimated by the Council of the Federation. In contrast, the FAO estimates the CHT
funding gap using projected Ontario health sector spending.
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Figure 3-9: Share of time-limited COVID-19-related Ontario health sector spending funded by federal cash
transfers, $ billions

$6.2B, 38% = Share Funded by COVID-19
Federal Transfers

= Share Funded by Province

Source: FAQ calculations based on provincial information.
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This chapter reviews requested and projected spending for the Ministry of Health’s 2021-22 Expenditure
Estimates by program vote (Supply Bill spending), standalone legislation (statutory) spending, and other
spending (consolidation and other adjustments).

Note: “2020-21 Projected Spending” represents the interim spending forecast for 2020-21 from the 2021
Ontario Budget. The FAO will provide updated 2020-21 spending results in its upcoming Expenditure Monitor
report for the fourth quarter of 2020-21.

Vote 1401 - Ministry Administration Program

The Ministry Administration Program supports the delivery of all programs and services offered by MOH. There
are two sub-program (items) in this vote, with most of the spending contained in Iltem 1, Ministry Administration.
Spending in Vote 1401 is largely for salaries, wages and employee benefits and services,*? and does not include
any transfer payment programs.

Overall, the spending request for Vote 1401 is up $3 million, or 3.3 per cent from 2020-21 projected spending.
Salaries, wages and employee benefits accounts for most of the spending request increase. This is partially
offset by lower planned services spending.

Vote 1401 — Ministry Administration Program

2020-21
Ministry Administration Program Projected 20.21-22 1 Year
) Estimates Change
(Vote 1401) Spending - -
($ millions) ($ millions) ($ millions)
1 Ministry Administration
Salaries, Wages and Employee Benefits 53 57 4 8.0
Services 33 31 -2 -5.9
Other Spending 4 4 <1 2.1
Total Item 90 92 2 2.6
2 Ontario Review Board
Salaries, Wages and Employee Benefits 1 1 <1 0.8
Services 4 5 1 18.1
Other Spending 1 1 <1 18.6
Total Item 6 7 1 14.0
Total Supply Vote 96 99 3 3.3

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.

32 ‘Services’ include advertising, communication, machine repairs and other items.
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Vote 1402 - Health Policy and Research Program

The Health Policy and Research Program integrates research across the ministry to support legislation and
policy development. This program vote includes only one sub-program (item), Health Policy and Research,
which mostly consists of a transfer payment to support Clinical Education.

Overall, the 2021-22 spending request for vote 1402 is unchanged from 2020-21 projected spending. The
funding increases for salaries, wages and employee benefits and services are offset by funding decreases for
Clinical Education and the Applied Health Evidence Program.

Vote 1402 - Health Policy and Research Program

: 2020-21 2021-22 1 Year

Health Policy and Research Program Projected .
. Estimates Change
(Vote 1402) Spending ($ millions) ($ millions)
($ millions)
1 Health Policy and Research

Clinical Education 742 741 -1 -0.2
Applied Health Evidence Program 34 28 -6 -18.1
Salaries, Wages and Employee Benefits 15 18 3 22.5
Services 6 9 3 58.2
Other Spending 0 1 <1 79.7
Total Supply Vote 797 797 -0 -0.0

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.

26



Vote 1403 - Digital Health and Information Management Program

FAO

FINANCIAL ACCOUNTABILITY
OFFICE OF ONTARIO

The Digital Health and Information Management Program supports the management of the Province’s health
system information and technology, as well as data on health patients and providers. This program vote
contains only one sub-program (item), Digital Health and Information Management. The sub-program includes
two transfer payments, the largest of which is $264 million for Digital Health Strategy and Programs, which is

up $32 million, or 14.0 per cent, from 2020-21 projected spending.

Vote 1403 - Digital Health and Information Management Program

Digital Health and Information

Management Program
(Vote 1403)

2020-21
Projected
Spending

2021-22
Estimates
($ millions)

1 Year
Change
($ millions)

Digital Health and Information
Management

Digital Health Strategy and Programs
Health System Information Management
Salaries, Wages and Employee Benefits
Services

Other Spending

Total Supply Vote

($ millions)

231 264 32 14.0
26 27 1 5.5
20 20 <1 0.6
9 12 3 30.0
0 1 <1 308.9
286 324 37 13.0

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Vote 1405 - Ontario Health Insurance Program

The Ontario Health Insurance Program includes three sub-programs (items): Ontario Health Insurance ($17.5
billion), Drug Programs ($5.5 billion) and the Assistive Devices Program ($0.5 billion).

e Ontario Health Insurance (Item 1) funds coverage for over 6,000 health care services provided by
physicians, optometrists, dental surgeons and podiatrists.3?

e Drug Programs (ltem 2) provides funding for Ontario’s six drug benefit programs and covers about
5,000 products, including prescription drugs, diabetic test strips and nutrition products.

e The Assistive Devices Program (Item 4) provides funding for people with long-term physical disabilities
to pay for equipment such as wheelchairs and hearing aids.

In total, the Vote 1405 spending request is up $1.8 billion, or 8.2 per cent, from 2020-21 projected spending.
Significant changes include:

o The Payments made for services and for care provided by physicians and practitioners transfer
payment is up 8.4 per cent, or $1.3 billion, in 2021-22. The increase represents the gradual resumption
of normal volumes of physician services in 2021-22 following lower utilization in 2020-21 due to the
COVID-19 pandemic.

e The Ontario Drug Programs transfer payment is up by 7.2 percent, or $367 million, in 2021-22. The
increase is due to expected higher program utilization and drug costs.

e Quality Health Initiatives is up 308.3 per cent, or $45 million, in 2021-22.
e The Assistive Devices and Supplies Program is up 25.7 per cent, or $108 million, in 2021-22.

33 Ministry of Health and Long-Term Care, “Schedule of Benefits for Physician Services,” June 2015.
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Vote 1405 - Ontario Health Insurance Program

Ontario Health Insurance Program

(Vote 1405)

1 Ontario Health Insurance

Payments made for services and for care
provided by physicians and practitioners

Independent Health Facilities
Underserviced Area Plan
Northern Travel Program

Teletriage Services

Quality Management Program — Laboratory
Services

Midwifery Services
Disease Prevention Strategy
Quality Health Initiatives
Salaries, Wages and Employee Benefits
Services
Other Spending
Total Item
2 Drug Programs
Ontario Drug Programs
Salaries, Wages and Employee Benefits
Services
Other Spending
Total Item
4 Assistive Devices Program
Assistive Devices and Supplies Program
Salaries, Wages and Employee Benefits
Services
Other Spending
Total ltem

Total Supply Vote

Ifgj?:(;tzeg 2021-22 1 Year 1 Year

Spending Estlm?tes Ch.ar?ge Growth
($ millions) ($ millions) ($ millions) (%)
15,649 16,962 1,313 84
58 52 -6 -9.5

34 31 -4 -10.2

43 48 5 11.9

66 25 -41 -62.3

6 5 -1 -16.5
216 204 -13 -5.9

3 3 <-1 -6.8

15 60 45 308.3
50 53 3 6.2

20 17 -3 -14.3

2 4 2 82.1
16,162 17,464 1,301 8.1
5,075 5,442 367 7.2
15 10 -4 -28.1

8 16 8 94.6

1 1 <-1 -17.1
5,099 5,469 371 7.3
419 526 108 25.7

4 4 <-1 -0.1

2 1 -1 -56.9

0 1 <1 128.8
425 531 107 2562
21,686 23,465 1,779 8.2

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Vote 1406 - Population and Public Health Program

The Population and Public Health Program includes eight transfer payments under one item to support various
health initiatives and programs. For 2021-22, the Province has created a new COVID-19 Response transfer
payment program of $2.7 billion, which is intended to support testing, contact tracing and vaccination.* This
program accounts for 58.3 per cent of the vote’s planned spending in 2021-22. The second largest transfer
payment is $1.1 billion for Official Local Health Agencies (largely for Public Health Units), which is $92 million,
or 9.2 per cent, higher than last year’s projected spending. In addition, planned spending for the Ontario
Agency for Health Protection and Promotion transfer payment, which funds Public Health Ontario, is up $43
million, or 12.2 per cent, to $393 million.

Overall, the spending request for Vote 1406 is $2.6 billion, or 128.3 per cent, higher than 2020-21 projected
spending, due to the creation of the COVID-19 Response transfer payment. Excluding this transfer payment,
the spending request for Vote 1406 is down 4.9 per cent versus 2020-21 projected spending.

Vote 1406 — Population and Public Health Program

2020-21

Population and Public Health Program Projected 2021-22 1 vear

Estimates Change
($ millions) ($ millions)

(Vote 1406) Spending
($ millions)

4 Population and Public Health

Official Local Health Agencies 992 1,084 92 9.2
Outbreaks of Diseases 348 273 -75 -21.6
Tuberculosis Prevention 9 9 0 0.0
Sexually Transmitted Disease Control 4 2 -2 -53.1
grrg;:i)?ié]gency for Health Protection and 351 393 43 122
Prevent Disease, Injury and Addiction 63 68 6 9.0
Smoke-Free Ontario 16 19 3 16.0
COVID-19 Response 0 2,653 2,653

Salaries, Wages and Employee Benefits 17 19 2 11.8
Services 185 26 -159 -85.8
Other Spending 7 2 -5 -73.8
Total Supply Vote 1,992 4,548 2,555 128.3

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.

3 The FAO estimates that there is additional time-limited spending of about $1.8 billion related to the COVID-19 pandemic in the Ministry of
Health’s 2021-22 Expenditure Estimates in the following vote-items: 1416-1, 1405-1, 1403-1 and 1412-2.
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Vote 1407 - Health Capital Program

The Health Capital Program provides capital funding to health care facilities, including public hospitals,
integrated health facilities and community sector health service providers. This vote includes seven transfer
payments, the largest of which is $1.3 billion for Major Hospital Projects.

Overall, the spending request for Vote 1407 is $198 million, or 11.0 per cent, lower than 2020-21 projected
spending. The spending request for Major Hospital Projects is $223 million, or 21.3 per cent, higher than 2020-
21 projected spending. However, this request is more than offset by reduced funding for Small Hospital
Projects, which is down $312 million, or 88.6 per cent, and Integrated Health Facility Programs, which is down
$82 million, or 80.3 per cent. Small Hospital Projects had a one-time funding increase in 2020-21 due to
spending on COVID-19 response measures.

Vote 1407 — Health Capital Program

2020-21

Health Capital Program Projected 20.21-22 1 Year
(Vote 1407) Spending Estlm? tes Chgpge
(8 millions) ($ miliions) ($ millions)
1 Health Capital

Major Hospital Projects 1,047 1,270 223 21.3
Health Infrastructure Renewal Fund 176 175 -1 -0.3

Small Hospital Projects 352 40 -312 -88.6
Medical and Diagnostic Equipment Fund 35 35 0 0.0

Community Health Programs 68 45 -24 -35.0
Public Health Laboratories 19 16 -2 -13.1
Integrated Health Facility Programs 102 20 -82 -80.3
Other Spending 4 4 <1 0.5

Total Supply Vote 1,802 1,604 -198 -11.0

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Vote 1412 - Provincial Programs and Stewardship

The Provincial Programs and Stewardship program includes three sub-programs (items): Provincial Programs
($1.3 billion), Emergency Health Services ($1.2 billion) and Stewardship (less than $0.1 billion). Provincial
Programs includes four transfer payments that support various initiatives, the largest of which is $707 million for
Canadian Blood Services. Emergency Health Services includes three transfer payments that support
ambulance services. Stewardship does not include any transfer payments.

Overall, the spending request for Vote 1412 is $34 million, or 1.3 per cent, lower than 2020-21 projected
spending. While the Canadian Blood Services transfer payment is $103 million, or 17.1 per cent, higher than
2020-21 projected spending, it is more than offset by decreases of $82 million for payments for municipal
ambulance services, $25 million for Community and Priority Services, and $21 million for Air Ambulance.

Vote 1412 - Provincial Programs and Stewardship

2020-21
Provincial Programs and Stewardship Projected 20.21-22 1 Year 1 Year
(Vote 1412) Spendin Estimates Change Growth
($pm””ong) ($ millions) ($ millons) )

1 Provincial Programs

Operation of Related Facilities 27 27 1 K5

Canadian Blood Services 603 707 103 17.1

HIV/AIDS and Hepatitis C Programs 103 103 -1 -0.6

Community and Priority Services 501 476 -25 -5.0

Total Item 1,235 1,313 79 6.4
2 Emergency Health Services

Payments for Ambulance a.n.d related 956 874 82 86

Emergency Services: Municipal Ambulance

Payments for Ambulance and related

Emergency Services: Other Ambulance 79 74 -5 -6.2

Operations and Related Emergency Services

Air Ambulance 222 200 -21 -9.6

Salaries, Wages and Employee Benefits 62 55 -7 -11.9

Services 10 10 1 8.2

Other Spending 4 3 -1 -15.0

Total Item 1,333 1,218 -115 8.7
4 Stewardship

Salaries, Wages and Employee Benefits 37 38 1 &3

Services 6 7 1 12.3

Other Spending 2 ) <1 11.4

Total Item 46 48 2 4.9

Total Supply Vote 2,613 2,579 -34 -1.3

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Vote 1413 - Information Systems

The Information Systems program provides digital services to support MOH and MLTC programs. There are no
transfer payments in this vote.

Overall, the spending request for Vote 1413 is $7 million, or 3.9 per cent higher than 2020-21 projected
spending. The only material change in this vote from 2020-21 projected spending is a $5 million, or 4.7 per
cent, increase in planned services spending.

Vote 1413 - Information Systems

2020-21

Information Systems Projected 2021-22 1 e 1 Year

Estimates Change Growth
($ millions) ($ millions) (%)

(Vote 1413) Spending
($ millions)

1 Information Technology Services —
Health Cluster
Salaries, Wages and Employee 55 55 0 0.0
Benefits
Services 108 113 5 4.7
Other Spending 4 5 1 37.1
Total Supply Vote 168 174 7 3.9

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Vote 1416 - Health Services and Programs

Health Services and Programs includes three sub-programs (items): Health Services ($28.0 billion), Programs
and Administration ($2.6 billion) and Digital Health Capital (less than $0.1 billion). The Health Services item
includes three sub-items: Hospitals ($21.2 billion), which consists mostly of a transfer payment to fund hospital
operations; Community ($4.8 billion), which includes five transfer payments that support home and community
care programs; and Mental Health and Addictions ($2.0 billion).

Overall, the spending request for Vote 1416 is down $5.8 billion, or 16.0 per cent, from 2020-21 projected
spending. The following transfer payments from Vote 1416 have the largest planned spending decreases in
2021-22 compared to 2020-21:

e Operation of Hospitals — down $4.8 billion, or 19.1 per cent;%

e Regional Coordination Operations Support — down $676 million, or 69.4 per cent;
e Digital Health — down $142 million, or 41.1 per cent;

e Home Care — down $102 million, or 3.0 per cent;

e Child and Youth Mental Health — down $71 million, or 14.0 per cent; and

e Cancer Treatment Services — down $55 million, or 2.8 per cent.

The following transfer payments from Vote 1416 have the largest planned spending increases in 2021-22
compared to 2020-21:

e  Community Mental Health — up $241 million, or 22.8 per cent; and
e Digital Health Capital — up $8 million, or 78.9 per cent.

% The planned decrease of $4.8 billion in the Operation of Hospitals transfer payment is partially offset by a planned increase of $1.0 billion in
other spending for hospital operations.
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Vote 1416 — Health Services and Programs

Health Services and Programs Pzr(())JZ:c‘gd 2021-22 1 Year
(Vote 1416) Spending S LS
($ millions) ($ millions) ($ millions)
1 Health Services
Sub-ltem: Hospitals
Operation of Hospitals 25,287 20,452 -4,835 -19.1
?ari;w;[;:]o_Cﬁ(;zzigls;ate for Municipal 4 4 0 0.0
Specialty Psychiatric Hospitals 783 733 -50 -6.4
Tavaton Spouily Peyoiarc ospals < < 0 -
Sub-Item: Community
Home Care 3,398 3,296 -102 -3.0
Community Support Services 704 653 -51 -7.3
ﬁzizlt:]\;e Living Services in Supportive 360 341 19 5.4
Community Health Centres 515 483 -32 -6.2
Acquired Brain Injury 67 65 -2 -3.2
Sub-ltem: Mental Health and Addictions
Community Mental Health 1,060 1,302 241 22.8
Addiction Program 283 254 -28 -9.9
Child and Youth Mental Health 505 435 -71 -14.0
Total ltem 32,967 28,018 -4,949 -15.0
2 Programs and Administration
Digital Health 345 203 -142 -41.1
Health Quality Programs 36 32 -4 -11.6
Fsijg:c());ril Coordination Operations 975 508 676 69.4
Cancer Treatment Services 1,971 1,916 -55 -2.8
i s oron e s s :
Cancer Screening Programs 93 93 -0 -0.0
Health Workforce Programs 20 6 -14 -71.3
Total ltem 3,499 2,607 -892 -25.5
3 Digital Health Capital
Digital Health Capital 11 19 8 78.9
Total Supply Vote 36,476 30,644 -5,832 -16.0

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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Standalone Legislation (Statutory) Spending

Standalone legislation (i.e., spending authorized by legislation other than the Supply Bill) primarily consists of
$16 million in amortization expenses for ministry administration and information technology assets, which is 3.1
per cent higher than 2020-21 projected spending.

Standalone Legislation (Statutory) Spending

lfg?:;eg 2021-22 1 Year 1 Year

Standalone Legislation (Statutory) Spending Sp ejn B Estimates Change Growth
o - o

( millions) ($ millions) ($ millions) (%)
Amortization 15 16 <1 3.1
Bad Debt Expense <1 <1 <1 50.0
Salaries <1 <1 0 0.0
Total Statutory Spending 15 16 0 3.1

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.

Other Spending

The financial results of organizations controlled by the Province, including hospitals and certain provincial
agencies, are consolidated into the financial results of the Province. Adjustments are made through ‘other
spending’ to account for spending by hospitals and agencies from sources other than transfer payments from
the Province. Net capital adjustments are also made to reflect amortization expense, largely for hospital
infrastructure.

Other spending (operating) is projected to increase by $2.4 billion, or 32.9 per cent versus 2020-21 projected
spending. Other spending for hospital operations is up $1.0 billion, or 31.4 per cent, compared to 2020-21
projected spending. This indicates that the Province expects that there will be a significant increase in spending
by hospitals from either third-party revenues or from hospital savings. Planned other spending by Ontario
Health is up $1.3 billion, or 31.8 per cent. This planned spending largely reflects payments to long-term care
home operators made by the Ministry of Long-Term Care that are recorded on the financial statements of
Ontario Health and consolidated by the Ministry of Health.

Other spending (capital) is projected to increase by $0.2 billion, or 164.1 per cent, compared to 2020-21
projected spending, largely because of an increase in the hospitals capital consolidation adjustment.
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Other Spending
ng?;;tzeg 2021-22
Other Spending ) . Estimates Change Growth
Spending ($ millions) ($ millions) (%)
($ millions) ?
Operating
Hospitals 3,222 4,236 1,013 314
Homg and Community Care Support 59 %6 55 1874
Services
ORNGE -21 -23 -2 -7.7
Funding to Colleges -6 -3 3 51.1
Ontarlo. Agency for Health Protection and 18 13 5 270
Promotion
Ontario Health 4,024 5,304 1,280 31.8
General Real Estate Portfolio -7 -7 <1 2.1
Total Operating 7,163 9,518 2,355 32.9
Capital
Hospitals 122 357 235 191.9
Homg and Community Care Support 3 3 <1 73
Services
ORNGE 12 16 4 35.3
Ontanol Agency for Health Protection and 13 5 7 522
Promotion
Ontario Health 18 2 -16 -87.4
General Real Estate Portfolio -3 -3 <-1 -0.9
Total Capital 140 369 229 164.1
Total Other Spending 7,303 9,887 2,584 35.4

Source: FAO analysis of the 2021-22 Expenditure Estimates and information provided by Treasury Board Secretariat.
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