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2005 Business & Finance Goal

e Explore Break-Even Business Models
e Develop a Generic Model

e Develop an Example for a New Initiative
or Project Expansion




Available Models to Draw From

 |dentified Several Comprehensive Models
e Discussed Development of a Generic Model

e SIG Discussion Concluded that Comprehensive
Model too Complex to Fit Most Scenarios




Break-Even

e Relationship between initial investment
outlays and required volumes to reach
profitability

. Wariable
| Costs

e |Intersection of total income and
total costs

|_ Fixed

|" Ciosls

How many consultations do I need to perform to cover my costs?




Figuring a Break-Even Point

m Total Costs are $81,000
m Total Revenue per screening is $67.00

$8%é50700 = 1,208 screenings




Break-Even Value

New Product Development

General Expansion of Current Service Line

Consequences of Shifting from Variable to Fixed Costs
Forecasting (Can I do that many screenings to break even?)

Understanding Limitations
— Linear in Nature (when price and volume are constant)
— Limited in Guiding Managerial Decisions

Useful as a “First Step” in Setting Price and Making Financial
Decisions
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Why so complicated?

Complex Payor Mix

Initial Funding Mechanisms

— Grants
— Equipment Purchase, Lease

Calculating Indirect Cost Savings
Complex Systems & Processes
Measuring Improved Outcomes

... lons of Variables




TelePharmacy Model

e Based on Contracted Services
- No Revenue from Medicare, Medicaid, etc.

e Scalable Based on Pharmacist FTE's
Processing XXX Number of Orders/Month

e Flat Fee (Start-up) + Per Order Charge

e One Pharmacist can Service Multiple Hospitals
on Order Volume, Hours of Coverage

e No Contractuals, No-Shows, etc. to Worry About
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A | B C D E F G H
1 Breakeven Analysis Tool
3 Project Name: TelePharmacy
N N Projected

Fixed Costs Pet Unit #1 Mumbet of Maonthly Total Annualy
5 Unit=
B |Rent + Utilties h $3,000.00 1 $3,000.00 $36,000.00
7 |Inzurance h F10.00 1 F10.00 F120.00
8 |Sales & Marketing A F180.00 1 $150.00 $2 16000
9 |Travel A $585.00 1 $EE5.00 $&,220.00
10 |Mizcellaneous $0.00 $0.00
11 |Depreciation h $0.00 $0.00
12 |Cther Costs #1 000 $0.00
13 | Cther Costs #2 F0.00 $0.00
14 |other Costs #3 1 $0.00 $0.00
15 | Total Fixed Costs T §3,675.00 $3,675.00 $46,500.00
15

N N Projected

Varizhle Cosis Per Unit #1 Mumber of harthly Total Annually
17 - 1.0 Pharmarist FTE
18 | Salaries 1 (Pharmacizt) §75,000.00
19 | Salaries 2 (Program Mor) Y |300 orders/day (8 hrs.} 56 564,00
20 | Benefits (Pharmacist) Y (375 orders/hr.) $26,250.00
21 |Benefits 2 (Progrsm kgr.) b $1 944 45 1 F1 941 45 $23,297 .40
22 |Licenses b $583.34 1 $583.34 §7,000.05
23 |Taxes
24 | Computer, Software, Metweork Support b F125.00 $125.00 $1 500.00
25 | Telephone $50.00 1 $50.00 $E00.00
26 lInternet connectivity h
27 Supplies A $130.00 1 $130.00 $1,560.00
28 | Training h $0.00 $0.00
20 Travel A $29.33 1 $29.33 $351 96
30 | Equipment Lease A $250.00 1 §250 .00 §3,000.00
1 hemainie e fewe Dol Freled h T An TO A
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E1 Microsoft Excel - Breakeven TelePharmacy V2
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A b Projected
Direct Revende Pet Unit #1 Mumber of tarthly Total Annually
a0 Lnits
A1 | Total Medicare revenue per patient, order, visit F0.00 F0.00
A2 Total Medicaid revenue per patiert, arder |, visit F0.00 F0.00
A3 | Total Commercial revenue per patient, order, visit F0.00 F0.00
A4 | Total Self pay revenue per patient, order, visit F0.00 F0.00
A5 | Total direct revenue per unit F0.00 F0.00
A5 | Total Contracted Reverue h 6,000 orders,/month %2 03335 $25,000.20
A7 | Cther Direct Revenue @ $3.35/order F20100.00  F241,200.00
48 |Tatal contractual allowance A $0.00 $0.00
49 | Total Direct Revenue F22183.35 F22183.35 F266,200.20
a0
a1
52
53
54
b Projected
Indirect Revenue Per Unit #1 Mumber of Morthly Total Annually
a5 Lrits
56 |Taotal indirect revenue per unit F0.00 F0.00
57 |Grarts
58  Total Indirect Revenue 0.00 F0.00 F0.00
a9
B0 Total Revenue $22,183.35 $22183.35  §266,200.20
G1
Y Projected
Capital Qutiay Per Unit #1 Mumber of hanthly Total
B2 Lnitz
63 |Cffice furniture 2,000.00 1 $2,000.00
64 |Computers, Printers & Software 12,000.00 1 §12,000.00
B5 |Metwork equipment S00.00 1 F500 .00
BE |Telephiones 200.00 1 F200.00
EY |Cther Capital #1 F0.00
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E1 Microsoft Excel - Breakeven TelePharmacy V2
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A | B C D E G

71
72 |Breakeven lrclading Capital Outiay Per Linit #1 Mlanthly Total Annuslly
73 |Total Costs $20 968 62 1 $2096862  §251,623.44
74 |Tatal Capital Outiey $1 22500 1 $1,225.00 $14,700.00
75 |Taotal Revenue $22153.35 1 $22,183.35  $266,200.20
76 |Variance -F10.27 -F10.27 -F123.24
7
70 | Breakeven, Becluding Capital Outiay Per Linit #1 Mlanthly Total Annuslly
79 |Tatal Costs $20,968 62 1 $20968 62  §251,623.44
80 |Tatal Reverue $22153.35 1 $22,183.35  $26E,200.20
g1 |Variance $1,214.73 $1,214 73 §14 57676
g2
B3 | Breakeven Mrclading iedirect Reverne & Capital Qutfay Per Unit #1 arthly Total Annually
84 Total Costs $20,965.52 1 96362 §251 62344
85 Capital outlay $1,225.00 1 $1,225.00 $14,700.00
85 Total Revenue $22183.35 1 $2218335  $266,20020
87 Total Indirect Revenue F0.00 1 F0.00 F0.00
B8 |Variance -F0.27 -F0.27 SF123.24
e,
00 Motes
O1 | Per arder charge based an order volurme, acuily, hours of coverage, el
02 | 24x7 coverage= 4.5 FTE's
O3 | Locums pharmacist cost $125 0,
04
05 \Order Pricing Scale: $2.50 $3.00 $3.35
05 | OrdersipharmacistS0 month GO00|  $15,000,00 $15,000.00 $20,100.00
97 |ordersipharmacistivr 72000| $1s000000|  §21600000(  §241,20000
o3
599 Order Pricing Scale: $3.50 $3.75 4,00
100 | CGrodersipharmaciztal morth 6000|  $21,000.00 §22 500,00 §i24,000.00
101 |ordersipharmacistiye 72000| $2s2o0000|  §2FO00000|  §26R,00000
102
103
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Break-Even Limitations

e Lacks a “Weighted Payor” Component
e Limited Forecasting Capability (Pro-Forma)

e« Numerous Other Factors Must be Considered
e Assumes an Intimate Knowledge of Systems & Processes




Financial simulation for Tele-Rehabilitation

e National Rehabllitation Hospital, Washington, DC
e Funded by NIDRR, US Dept. of Education

e Public Domain

e Developed by:

® Susan Palsbo, PhD.,
Research Fellow, National Rehabilitation Hospital
Principal Research Associate, College of Nursing and Health
Sciences
George Mason University,Fairfax, VA 22030

e Michael J. McCue, DBA
Professor, Department of Health Administration
Virginia Commonwealth University, Richmond VA

e Contact: spalsbo@gmu.edu




TeleRehabilitation Model

Interactive Excel Spreadsheet

m Allows for individual user to import data
specific to a program, operation,
service, or Initiative
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E1 Microsoft Excel - Telemedicine Interactive Spreadsheet_May05

DEES Gg_Y 2R Q= A 2EE e - Y. BT EE=E EE
c10 | =| =IF(SUM(C4: C9)=0,0.0001 SUM(C4:CTY)
A E [ D E F G H J [
1 | Fabde £ S A edicare Fatient Hesvenbe
z Origination fee: 4 26.00
Net Medicare
Medicare pagment per
Origination encounter  Patient co-pay
Gross Fee [add [after patient per wisit
Frojected Medicare CFPT code] coinsurance [Formula
Specch-Language Pathology CPT Number of Revenue per per and assumes 20%  Total SLP
: | Senices Code Encounters Encounter  encounter deductibles] coinsurance] [1) Revenues
q Speech language evaluation (B0 min) 2505 n § OO0 2600 4200 § 12.00 $250.00
5 Laryngeal function studies 92520 o % BRO00 % 2600 $E3.00 % 1700 #1,100.00
[ Swallowing Oral Fiz Therapy 92528 0 % Zzo0 4 25.00 $2560 F E.40 $570.00
7 |Cognitive =kills development, each 15 min 97532 40 % 2000 F 25.00 #1600 § 4.00 +1,800.00
b Azzessment of Aphagia (B0 min) 9E105 0 % EO.OD % 25.00 34200 % 12.00 850,00
a other SLP telepractice £0.00
1 Total SEF g0l $5.170.00
11
Net Medicare
Medicare pagment per
Origination encounter  Patient co-pay
Gross Fee [add [after patient per wisit
Projected Medicare CPT code] coinsurance [Formula
CPT number of Revenue per per and assumes 203 Total PT
1z | Physical Therapy Senices Code Encounters  Encounter  encounter deductibles] coinsurance] [1) Revenues
1z Individual Therapy Activities 47530 n % 18.00 #26.0 $1440 # 360 £4320.00
14 PT evaluation 7o nm % 35.00 #25.0 £28.00 v.00n FE00.00
15 ‘wheelchair manipulationfpropulsion aredz o § A0.00 $25.0 4000 10.00 $7h0.00
16 Mlanual therapy techniques 37140 % 40.00 $25.0 3200 § .00 #1,950.00
17 other PT telepractice
13 | Fotal =P rF (1] £3.730.00
14
zo | Fowad Aledinare Fedabiliaticn Serines 140 £8.900.00

1

zz |1 Mote: Users may wish to adjust patient copayments for bad debt loss.
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TeleRehabilitation Model

m There are 13 sheets

m Revenues: Volume and reimbursement into, 6
revenue sheets for you:

— Table 1.1: Medicare
— Table 1.2: Medicaid
— Table 1.3: Commercial insurance.

— Table 1.4: Self pay (can include contracts with
school districts).

— Table 1.5: Workers compensation.able 1.6:
Captured savings from IRF PPS payment
through shortened length of stay




TeleRehabilitation Model

m Expenses: Fixed and variable expenses

m Separated out telecommunications expenses,
medical expenses,and capital expenses.
— Table 2.1: Telecommunications expenses.
— Table 2.2: Medical expenses.
— Table 2.3: Capital expenses.




TeleRehabilitation Model

m Net income: Assumed growth rates by
payor.

— Table 3: Consolidated revenues. This flows from
Table

— Table 4. Consolidated expenses. This flows from
Table 2.

m Breakeven analysis.
— Table 5. This flows from the prior sheets.

— 5 year pro forma financial performance,
payback period and ROI. Enter assumed
growth rates.

— Table 6: Projected 5-year annual income. | 'H
ATA




