
 
STAFF REPORT TO THE PLANNING AND TRANSPORTATION COMMITTEE 

MEETING OF MARCH 25, 2009 
 

 
 
SUBJECT:  2008 FUNDING OPTIONS REVIEW – VIHA RESPONSE ANALYSIS     

 
 
PURPOSE:  
 
This staff report analyzes the Vancouver Island Health Authority’s (VIHA) response to the Capital 
Regional Hospital District’s (CRHD) 2008 Funding Options Review (FOR) recommendations. 
 
 
BACKGROUND:  
 
In 2007, the Board directed staff to undertake a comprehensive review of the CRHD’s funding model. 
This review included an analysis of the CRHD contributions towards all capital project categories and 
identified alternatives for future health capital funding. 
 
The 2008 Funding Options Review proposed revised capital cost thresholds for all project categories, 
restricting CRHD contributions to Minor Capital and Equipment categories to a fixed amount with no 
changes to Major or Non-Traditional Projects categories. The new funding framework also recommended 
no inflation adjustments. Table 1 compares the FOR funding model against the traditional model. 
 
 

TABLE 1: 
SUMMARY OF FUNDING OTIONS REVIEW FUNDING MODEL   

Component 
Traditional Project 

Cost Threshold 
2008 FOR 

Cost Threshold 
Traditional 

CRHD Share 
2008 FOR 

CRHD Share Funding 

Major Projects > $1.5 M > $3 M 40% 40% CBL
1
 

Minor Projects $5,000 - $1.5 M $100,000 - $3 M 40%
2
 $5 M CBL 

Equipment > $5,000 > $100,000 $3.0 M
3
 $3.03 M S20(3)

4
 

Non-Traditional Projects Varies Varies Varies Varies CBL 
1
Capital Borrowing Bylaw  

2
Plus 12% construction cost inflation 

3
Plus 2.5% inflation allowance 

4
Section 20(3) Annual Grant 

  
 
The Board recommended staff discuss the feasibility of implementing the FOR funding model with VIHA 
before final implementation and following these discussions, a formal response from the Health Authority 
was received on March 11, 2009 (Appendix 1). The response indicates no direct impact of implementing 
the revised funding framework in the current fiscal year; however, due to a shift in provincial capital 
funding criteria and changing project priorities future impacts would vary each year according to the 
availability of provincial funding.   
 
The Health Authority generally supports the FOR recommendations notwithstanding a slight revision to 
the minor capital projects threhold. The 2008 Funding Options Reviews classifies the upper threshold for 
minor capital projects at $3 M.  VIHA is requesting the Board consider revising the CRHD funding 
framework thresholds to be in accordance with the revised provincial standards which classify all projects 
under $2 M as minor capital projects.  
 
The FOR also outlined future steps in the implementation of the revised funding framework. Analysis of 
CRHD debt financing strategies, the subject of a future report to the Planning and Transportation 
Committee, is the next crucial step in the overall implementation process.  
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ALTERNATIVES: 
 

1. Modify the minor capital projects threshold in accordance with the new provincial threshold to 
prioritize capital projects, and approve the final implementation of the revised funding framework 
resulting from the 2008 CRHD Funding Options Review.  
 

2. Do not modify the minor capital projects threshold and implement the revised funding framework 
as originally approved.  

 
 
STRATEGIC IMPLICATIONS: 
 
The provincial government, through the new Capital Planning Secretariat, recently introduced a new 
threshold to prioritize capital projects. According to the revised threshold, the province classifies all 
projects valued over $2 M as major capital projects, requiring Ministry approval to proceed.  
 
The FOR recommendations were strategically planned to align to the provincial capital funding guidelines. 
The goal of these revised thresholds was to introduce further discipline in the system and effectively 
categorize capital expenditures.  
 
By supporting VIHA’s request to reduce the upper threshold of the minor capital projects category to $2 M 
from $3 M, funding thresholds consistent with current provincial capital funding guidelines are 
established. Moreover, projects over $2 M will be prioritized and will require Ministry approval, creating an 
enhanced tracking and approval process for VIHA’s future capital project requests.  
 
In addition, the CRHD would be able to effectively use debt financing strategies to match funding costs 
with benefits over the useful life of capital improvements. The funding strategy employed will primarily be 
based upon the projected average life of the asset being financed.  

 
 
FINANCIAL IMPLICATIONS: 

 
The 2009 CRHD Budget (to be approved by the Board on March 25, 2009) assumes the guidelines of the 
original 2008 Funding Options Review recommendations. As there are no projects with a capital cost 
between $2.0 M to $3 M included in the minor capital plan, amending the upper threshold from $3 M to  
$2 M will not impact the approved 2009 CRHD Budget. The new thresholds can be incorporated into the 
planning cycle and used in the development of the 2010 Ten Year Capital Plan and the Budget.  

 
 
CONCLUSION: 
 
The Vancouver Island Health Authority considers CRHD capital funding as one of the most significant 
components of the total VIHA capital funding envelope. Together with provincial monies, the CRHD 
funding is relied on to effectively improve and sustain the Region’s health infrastructure.  
 
The Vancouver Island Health Authority requests a minor revision to the FOR and CRHD staff endorse 
VIHA’s request to modify the minor capital threshold to better align to the provincial funding guidelines. 
Since there is no overall impact to the 2009 CRHD Budget, the modification is readily incorporated and 
can be used for future planning. The revised funding framework resulting from 2008 Funding Options 
Review is now ready for formal implementation.  
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RECOMMENDATION: 
 
That the Committee recommends the Capital Regional Hospital District Board: 
 

1. Modify the minor capital projects threshold in accordance with the provincial funding guidelines 
and approve the final implementation of the revised funding framework resulting from the 2008 
CRHD Funding Options Review.  

 
 
 
 
Rajat Sharma, Manager      
Health Facilities Planning Division      
Report Writer         
 
 
 
 
Robert Lapham, General Manager   Kelly Daniels, C.A.O. Concurrence 
Planning and Protective Services 
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