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This past year was another very busy year at Southlake Health serving the growing and aging
communities of northern York Region and southern Simcoe County. The Hospital completed
several capital and operational initiatives, including the implementation of new clinical and digital
systems, the opening of the Extensivist Clinic, and the introduction of advanced robotic, surgical
and cardiac technologies. Work also progressed on broader strategic priorities, including a
potential academic partnership with York University and planning for a new greenfield site along
with future capital redevelopment of our current campus supported by provincial funding.

Operational activity remained elevated throughout the year. Patient days were above both
budget and prior year levels, with higher cost areas such as critical care operating above plan.
Alternative Level of Care (ALC) volumes remained elevated, with 53 patients awaiting appropriate
placement at year end. Medicine occupancy averaged 102% for the year, and Seniors Care 101%
both above budgeted levels. The Hospital’'s Emergency Department (ED) remained one of the
busiest in the province with over 120,000 visits. Despite this, the ED continues to be in the top
shortest wait times in Ontario for physician assessment, well below provincial average.

For the fiscal year ended March 31, 2026, the Hospital reported a deficit of (59.3M), representing
a $19.5M favourable variance relative to the approved budget and a $5.5M improvement over
the prior year. This variance was primarily attributable to $11.2M in new net funding but also
included increased non-government revenues and cost management measures. Our financial
position and various financial metrics remain challenged, requiring vigilant oversight and strategic
planning. Cumulative operating deficits and ongoing financial pressures have resulted in the
Hospital transitioning from a positive net asset position to a deficit position.

Under the Hospital Sector Accountability Agreement (HSAA), the Ministry of Health requires a
balanced budget or an approved Balanced Budget Waiver (BBW). The Hospital was granted a Level
[l BBW permitting our current deficit.

The Hospital ended the year with a cash balance of $45M which was a decline of $10M from the
previous year. The Hospital also has a $40M line of credit which is available to be utilized.

Notwithstanding our financial challenges, our patient satisfaction scores remain consistently high,
and we continue to be pleased about our clinical outcomes. This is a testament to our unwavering
commitment of our medical staff, nurses and health professionals who prioritize patient
outcomes and well-being above all else.

Capital investments totaled $24.2M during the year and were directed toward clinical, digital, and
infrastructure priorities, including Computerized Provider Order Management, the Medication
Management Project, MRI expansion, and the implementation of the Workday HRIS and payroll
system. These investments were supported in part by $6.7M in Foundation contributions and
$3.0M in provincial Health Infrastructure Renewal Funding. Due to the funding model in Ontario,
Southlake is responsible for funding the vast majority of its capital through its own operating
funds or from Foundation funding.
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The Hospital was able to achieve its S9M savings target in 2025-26. Over 60% of the Hospital’s
expenses are compensation related and this was a key area of focus for this target. Improvements
in nursing agency costs, sick time and managing vacant positions were a key focus to achieve this
target. Efficiency savings will continue to be a key focus of the organization as we move forward
into 2026-27.

Notwithstanding the management focus on funding advocacy, efficiency savings and reviewing
non-governmental revenue, the Hospital is still forecasting a continued significant deficit in 2026-
27 due to funding shortfalls in past years that have been rolled forward to today.

In summary, the Hospital continues to operate in an environment where funding growth does not
fully align with increases in volume and patient complexity, resulting in ongoing financial pressure.
Focus remains on advocating for sustainable government funding, expanding non-government
margin, and advancing operational efficiencies. At the same time, the Hospital is building on
recent progress and strategic investments, including provincial planning funding to advance the
Distributed Health Network (DHN), redevelopment of the Davis Drive campus, and planning for a
new Greenfield acute care hospital to support future growth. These efforts provide a foundation
to enhance care delivery and system capacity, creating a positive outlook for the years ahead.

The hospital continues to engage with the Ontario Ministry of Health and our local MPPs to
advocate for a more realistic and sustainable funding model that reflects the true cost of
delivering high-quality healthcare in a community hospital setting. Further, we are also vigorously
reviewing and implementing operational improvements in a responsible manner with the goal of
eliminating the structural deficit in the coming years. The Board is acutely aware of the quality,
financial, and people impacts that will need to be carefully managed and monitored as we head
to another complex year with both financial and operational uncertainty.

| would like to express thanks to the members of the Southlake Finance, Property & Audit
Committee for their wisdom and feedback. | commend the Southlake Capital, Digital Health and
Finance teams, along with the Hospital leadership team who have worked hard to ensure that
accurate and timely financial information required by the Board throughout the year has been
available.

| would also like to acknowledge the exceptional dedication of our staff and the unwavering
quality of care we provide to the community.

The Board of Directors also acknowledges the support of the Ministry of Health and the Central
Region of Ontario Health, along with our regional and municipal government partners, for their
continued support over the last year. On behalf of the entire board, we would also like to express
our profound appreciation to the Southlake Foundation and the many generous people from our
community who continue to support the Hospital in great numbers in a variety of different ways
and also provides the funds to purchase vital equipment and infrastructure for our patients and
staff.
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The community’s trust in Southlake Health remains strong. We continue to be a vital hub for
healthcare services, providing essential care close to home for our residents.

Thank you.

Respectfully submitted,

U7

Andrew Tamlin

Treasurer



