Discussion Board #2
This assignment is intended to provide experience is putting together a proforma and making a recommendation based on the information available to you.  Let me say up front that there is not an absolute right answer since the final data will depend upon what you estimate for staffing needs.  The key will be that you enter the data correctly and make a recommendation that is substantiated by your analysis.  The situational criteria are listed below.  The pro forma spreadsheet and reimbursement calculator are on the Moodle page.  
Situation:  The Neurosurgical Service has approached Radiology about adding a 3 tesla MRI scanner.  Neurosurgery believes that this service will enhance the provision of care to patients and will also allow the facility to recruit more patients.  If the patient volume does increase then Radiology would also benefit through increased revenue.  These 2 services have requested that hospital administration purchase and install the scanner.  Your administrator has asked you as the director of radiology to access the feasibility and develop a pro forma.  
One of the most difficult parts of the assessment is the determination of need or customer demand.  The clinical services wanting the new equipment know that the technology is superior to what the hospital currently has but you have to determine what the actual usage of the equipment might be.  Some ways to assess this include:
· Assess internal demand – If the new equipment will be providing exams that current equipment provide (in addition to new exams) then you must ascertain how well demand is being met.  For example, if the next available appointment is several weeks out, then there is a possibility that patients may not be willing to wait and choose to have the exam performed elsewhere.  Data such as cancellations is useful in evaluating this aspect.  
· Internal demand for new procedure – In this case neurosurgery will use the new scanner for imaging associated with new procedures but what is the demand.  You will need to talk to the services that would be referring patients to determine if the demand actually exists.  For example, are these services referring their patients to other facilities to have these procedures performed?
· Lost opportunities in general – Although a particular service is requesting the equipment are there other opportunities.  For example, you might learn that another service is referring patients outside of the facility for MR imaging due to quality, appointment availability, etc.
For the purpose of this discussion board this type of information as well as additional project information is provided in the table below:


	Item
	Data
	Comments

	Estimated Procedure Volume
	14
	MR Spinal Canal – 3/day
MR Brain – 3/day
MR Angio Head – 4/day
MR Lower Extremity – 4/day


	CPT Codes/Reimbursement
	Reimbursement is provided for you in the reimbursement calculator

	

	Payer Mix
	Commercial – 50%, Workers Comp – 10%, Free Care – 0%, Medicare – 20%, Managed Care –20%, Medicaid – 0%

	

	Allowance for Bad Debt
	2%
	From your finance office


	Income from non-patient care 
	5%
	A researcher is willing to pay $200 per scan for imaging cadaver section after hours


	Operating Expenses
	All expenses are provided except for MR technical staff and office staff

	Based on the procedure volume and an 8 hour day (M-F) determine your staffing needs.  

	Startup costs
	There is a building next to your facility that can be leased.  A vendor has been selected and cost negotiation is complete

Site prep/const – 185,000
Scanner – 2,000,000 to be paid in a lease over 5 years
Architect – 20,000
RF Shielding – 40,000
Rigging – 5,000
Shipping – 12,000
Fixed equip/furnishing – 10,000
Office equipment – 3,000
Software – 45,000
Legal fees – 3,000

	




1. Enter the data into the pro formaand determine if there is a breakeven point associated with this proposal as submitted. 

	Break Even Point – See break even scans per day at bottom of proforma sheet
Consider this value and the total estimated exams.  Is this a realistic value in your opinion?
What is your recommendation to administration?  How would you substantiate this recommendation?


Reimbursement Calculator:

[image: ]

2. [bookmark: _GoBack]Let’s change a few things:
a. Bad Debt – 20%
b. Income from other activities – 0 (Everyone freaked out about scanning cadavers)
c. $ per exam - $500.00

Consider this value and the total estimated exams.  Is this a realistic value in your opinion?
What is your recommendation to administration?  How would you substantiate this recommendation?




















Pro Forma for Scenario #2:
 (
Break Even Occurs for Year 1.  Why is there not a break even for years 2, 3, 4 and 
5?
)[image: ]
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Procedure

Volume per 

Day

Vol $ Vol $ Vol $ Vol $ Vol $

MR Spinal Canal 3 0.90 600 0.54 475 0.36 380 0.90 550 0.30 850 561.1

MR Brain 3 0.90 700 0.54 586 0.36 380 0.90 615 0.30 975 643.08

MR Angio Head 4 1.20 900 0.72 700 0.48 575 1.20 725 0.40 1050 787.5

MR Lower Extremity 4 1.20 650 0.72 500 0.48 380 1.20 600 0.40 850 595.6

Total Exams/Day 14

Total Rev/Day 9,144.94 $           

Avg Rev/Exam 653.21 $               (Use for $ per exam on pro forma)

Avg 

Reimbursement 

per exam

Commercial Medicare Medicaid Managed Care/WC Self Pay


image2.emf
Year 1 Year 2 Year 3 Year 4 Year 5

14.0 14.0 14.0 14.0 14.0

3,640 3,640 3,640 3,640 3,640

% of volume $ per examWeighted Value

50% 500 250 910,000 910,000 910,000 910,000 910,000

10% 500 50 182,000 182,000 182,000 182,000 182,000

0% 500 0 0 0 0 0 0

20% 500 100 364,000 364,000 364,000 364,000 364,000

20% 500 100 364,000 364,000 364,000 364,000 364,000

0% 500 0 0 0 0 0 0

100%

weighted average, per scan =500.00 1,820,000 1,820,000 1,820,000 1,820,000 1,820,000

20% 0.00per scan -364,000 -364,000 -364,000 -364,000 -364,000

5% 200.00per scan 36,400 36,400 36,400 36,400 36,400

1,492,400 1,492,400 1,492,400 1,492,400 1,492,400

Operating Expenses:

Inflation on 

Fixed Cost

3.0% 3.0% 4.0% 4.0%

$55.00per scan 200,200 200,200 200,200 200,200 200,200

2.0 $31.00per hour  128,960 132,829 136,814 142,286 147,978

1.0 $10.00per hour 20,800 21,424 22,067 22,949 23,867

per year 0 0 0 0 0

13.0%of payroll 19,469 20,053 20,654 21,481 22,340

3.00%of deposits 44,772 44,772 44,772 44,772 44,772

150,000per year 0 150,000 154,500 160,680 167,107

20.00per scan 72,800 72,800 72,800 72,800 72,800

0.00%sales/use tax 359,975 359,975 359,975 359,975 359,975

200.00per month 2,400 2,472 2,546 2,648 2,754

$100.00per month 1,200 1,236 1,273 1,324 1,377

5.0%of deposits 74,620 74,620 74,620 74,620 74,620

500.00per month 6,000 6,180 6,365 6,620 6,885

3,600.00per month 43,200 44,496 45,831 47,664 49,571

100.00per month 1,200 1,236 1,273 1,324 1,377

8,000.00per year 8,000 8,240 8,487 8,827 9,180

12,000.00per year 12,000 12,360 12,731 13,240 13,770

100.00per month 1,200 1,236 1,273 1,311 1,351

2,000,000.00/5 years 400,000 400,000 400,000 400,000 400,000

185,000.00

20,000.00

40,000.00

5,000.00

12,000.00

10,000.00

3,000.00

45,000.00

3,000.00

________ ________ ________ ________ ________

1,396,796 1,554,129 1,566,182 1,582,721 1,599,922

95,604 -61,729 -73,782 -90,321 -107,522

Breakeven Scans Per Day: 10.6                   n/a                   n/a                   n/a                   n/a

   Fees for Standard MR Exams by payor class:

    INCOME / EXPENSE CASH FLOW  ANALYSIS



Commercial Insurance

    Based on avg. # MR scan/day of:

Procedures per year:

Income

Managed Care

Medicaid

Workers Compensation

Self Pay

Medicare



 Less Allowances for Bad Debt @

Income from Non Patient Care Activities

    Total Income

 Radiology & Transcription Fees @:

 MRI Technician(s)  

 Office Staff  

Other Staff

 Payroll Taxes and Benefits

 Marketing Budget

*Site Prep/Const Cost

 Utilities

 Postage and Shipping

Other

Legal Fees

Insurance

 Miscellaneous



 Scanning Supplies (common)

 MRI Equipment Lease

 Office Supplies

Other Expense

Billing & Collection @:

 Telephone

 Repairs & Maintenance

Other

Start Up Costs*

  Total Operating Expense

    Cash Excess/(Shortfall)



*Legal Fee



*Architect Fees

*R/F Shielding

*Rigging

*Shipping.Freight

*Fixed Equip & Furniture

*Software

Other

Other

*Office Equipment


