Scope of the Assignment


[image: image5.jpg]


[image: image6.wmf]Month

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Patients Per Weekday 

Shift

5

10

15

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

48

48

48

48

48

Patients Per Weekend 

Shift

3

7

10

12

13

15

16

17

19

20

21

23

24

25

27

28

29

31

32

32

32

32

32

32

Average Patients Per 

Day

4

8

13

15

17

18

20

22

23

25

27

28

30

32

33

35

37

38

40

40

40

40

40

40

Total Patients Seen Per 

Month

137

273

410

492

547

601

656

711

765

820

875

929

984

1,039

1,093

1,148

1,203

1,257

1,312

1,312

1,312

1,312

1,312

1,312

Total Patients: Year One

7,216

Total Patients: Year Two

14,596

Assumed:  

22.0

Weekdays Worked Per Month

8.0

Weekend Days Worked Per Month

[image: image7.wmf] Total Current Net 

Charges 

Month 1

Month 2

Month 3

Month 4

Month 5

Month 6
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$33,501

$13,400

$10,050
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Quantity

Individual 

Price

Total Price

Exam Room 1

  Table - Box or Flat

1

$925

$925

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35

Exam Room 2

  Table - Box or Flat

1

$925

$925

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35

Exam Room 3

  Table - Box or Flat

1

$925

$925

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35
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  Table - Box or Flat

1

$925

$925

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35

Exam Room 5

  Table - Box or Flat

1

$925

$925

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35

Procedure Room

  Procedure Table

1

$8,500

$8,500

  Wall Mounted Blood Pressure Cuff

1

$350

$350

  Wall Mounted Oto/Oph-Scopes

1

$535

$535

  Fiber Optic Head-Lamp

1

$350

$350

  Mayo Stand

1

$125

$125

  Waiting Chairs

2

$125

$250

  Step Stool

1

$55

$55

  Exam Stool

1

$150

$150

  Stethoscope

1

$75

$75

  Digital Thermometer

1

$285

$285

  Biohazard/Sharp Disposal Container

1

$100

$100

  Trash Can

1

$35

$35


[image: image10.wmf]Miscellaneous Medical Items

  Eye Chart

1

$10

$10

  Vision Screener (FAA Approved)

1

$2,200

$2,200

  Adult Scale

1

$450

$450

  Pediatric Scale

1

$335

$335

  Portable Pulse Oximeter

1

$200

$200

  EKG Machine (12 Leads) w/ Cart

1

$3,500

$3,500

  Code Cart

1

$2,250

$2,250

  Defibrillator

1

$5,000

$5,000

  Wheelchair

1

$400

$400

  Oxygen Tank w/ Stand and dispenser

1

$175

$175

  Liquid Nitrogen Tank w/ Ladle

1

$135

$135

  Breathalizer

1

$200

$200

  Crutches

6

$100

$600

  Doppler

1

$1,420

$1,420

  Autoclave

1

$3,625

$3,625

  Hematology Analyzer

1

$10,800

$10,800

  Hand Held Cobalt Blue Light

1

$190

$190

  IV Pole

1

$40

$40

  Double-lock Narcotic Cabinet

1

$330

$330

  Microscope

1

$715

$715

  Centrifuge

1

$370

$370

  Exam Light

1

$115

$115

  Procedure Table

1

$7,350

$7,350

  Tympanometer

1

$2,750

$2,750

  Sphygmomanometer

1

$142

$142

  Spirometer

1

$3,450

$3,450

  Xray Viewbox

2

$110

$220

  Audiometer

1

$300

$300

  Radiographic System

1

$38,100

$38,100

Waiting Room

  Waiting Chairs

10

$275

$2,750

  Sofa

1

$785

$785

  Side Table

2

$160

$320

  Lamps

2

$135

$270

  Television

1

$335

$335
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[image: image11.wmf]Check-in/Check-out/Business Office

  Secretary Chairs

3

$150

$450

  Copy Machine

1

$3,500

$3,500

  Fax Machine

1

$400

$400

  Two Drawer Lateral Filing Cabinet

2

$425

$850

  Postage Machine

1

$0

$0

  Credit Card Machine

1

$475

$475

Lounge

  Break Chairs

4

$75

$300

  Break Table

1

$150

$150

  Microwave

1

$75

$75

  Large Refrigerator

1

$800

$800

  Coffee Maker

1

$25

$25

Nurse's Station

  Small Refrigerator

1

$75

$75

Office 

  Desk

1

$700

$700

  Secretary Chairs

2

$150

$300

  Two Drawer Lateral Filing Cabinet

3

$425

$1,275

Medical Record Room

  Moving Medical Record Shelves

2

$1,350

$2,700

  Locking Supply Cabinets

2

$600

$1,200

Additional Items

  Desktop Computers

4

$1,000

$4,000

  Printer (Desk Jet or Laser Printer)

1

$700

$700

  Printer (Spool Printer)

1

$225

$225

  Printer (Desktop)

1

$275

$275

  Server

1

$5,000

$5,000

  Software (Practice Management System)

1

$25,000

$25,000

  Phone and Phone Server

1

$4,500

$4,500

Practice Assets (inc. taxes)

$140,825

Computer Costs - Hardware & Software (inc. taxes)

$42,975

Total

$183,800


Section I – Scope of the Assignment

This section is for broad definitions including the following information:

Who is completing the project

For whom the project is being completed

What the client has asked the consultant to do

What the consultant will be providing the client

Key assumptions for the study

Legal definitions of the parties

See Chapter 3, page, Figure 3-1: Scope of the Assignment

The content in this example considers the following:

· Overview of the “Ambulatory Surgery Center”

· Market Profile

· Competition

· Promotional Plan

· Strengths and Weaknesses

· Opportunities and Threats

· Financial Analysis/Pro Forma Income Statements

· Coker Conclusions and Recommendations

· Next Steps

· Implementation Plan

This section is for outlining the terms and conditions used in completion of pro forma income statements and pro forma cash flow statements.  Language form a sample statement might be as follows (see Chapter 3, Figure 3-2):

Terms and Conditions

1. All operating information and other data relative to the ambulatory surgery center have been provided by the Physicians and have been accepted without further verification.

2. The forecasts compiled are for the purpose defined in the Scope of Assignment and such forecasts may not be relevant for any other purpose.  No further use of the forecasts are authorized, anticipated, or intended.

3. All estimates of income and expenses are presented as an expression of the preparer’s judgment, based upon the facts and data obtained from all sources used in developing this pro forma. 

4. The pro formas are stated before any income or franchise taxes.

5. There is no guarantee that the estimated results reported will be realized now or at any future date.

6. We have no financial interest in the Ambulatory surgery center.

7. The fee for this compilation service is not contingent upon the results reported.

8. Current and future economic conditions, specifically as they relate to health care reform, or the area’s industry which we have no control over or prediction of, may have an impact on the actual future performance of the ambulatory surgery center.

Our conclusions herein, while positive in many respects, should not be construed or interpreted as an assurance of the ambulatory surgery center’s success.  That success will largely depend upon the subsequent planning, capitalization and development of an effective management infrastructure.


Section II - Overview

Overview

If the organization is already operating or if it is in the proposal stage, it should be described in the overview.  See Figure 3-3 in Chapter 3 for more information on the contents and objective of the overview.  

Vision and Mission Statement

A feasibility study should articulate both the dream or “vision” and the philosophy or “mission” of the organization.  The vision expresses the destination of the organization in a way that builds commitment to it.  The mission statement describes where to start to show how this dream is going to become a reality. 

The mission statement should concisely describe the goals, objectives, and underlying principles of the organization.  The mission statement provides focus for the organization and should be the guiding principle of the business for at least the next few years.

All other aspects of a business should be aimed at achieving the overall organizational purpose. 


Section III – Market Profile

Market Overview

The market overview should include information on the following factors in the marketplace, followed by conclusive remarks.  It should also have detailed information about the demographic factors in the area.  For content information on this section, see Figure 3-4: Porter’s Five Forces of Competition and Figure 3-5: General market Definition.

1.
Location

2.
Industry

3.
Academics  

4.
The Workforce  

5. Healthcare

Demographic Study

· Definition of the Ambulatory Surgery Center’s Service Area

· Service Area Population by Zip Code (see Chapter 3, Table 3-1: Zip Code Analyhsis)

· Demographics (see Chapter 3, Table 3:2: Age Distribution; Figure 3-5: Age Distribution Graph; Figure 3-6: Age Distribution Graph; Table 3-3: Per Capita Income and Household Income Distribution)

· (Map)

· (Income Study)

Conclusion and Summary: (About the service area)


Section IV - Competition

Key Players

Describe all hospitals and competing surgery facilities in the area in this section.

Market Share

Discover and discuss the annual surgery statistics from competing facilities here. Draw conclusions about your findings.

Conclusion Summary
.


Section V – Promotional Plan

In order for the Ambulatory Surgery Center to be successful, a plan will be needed for promoting its presence in the community.  Various marketing/promotional strategies, including objective and strategies, should used to create awareness, such as the following:

· Linkages through third party payers

· Direct mail campaign

· Public relations campaign

· Outreach initiatives, including door-to-door and street presence

· Special events

· Physician involvement 

This section should also include conclusions. 

Conclusion Summary


Section VI – Strengths and Weaknesses

The forming of the Ambulatory Surgery Center and its subsequent operations has numerous positive features and some challenges.  Use this section to define its known strengths and weaknesses.  (See Chapter 3, Figure 3-9: SWOT Analysis.)

	Strengths
	Weaknesses

	
	



Section VII – Opportunities and Threats

The Ambulatory Surgery Center has significant potential to enhance its performance outcomes.  Yet, at the same time, it is not without some challenging situations that could occur.  Use this section to define the opportunities and threats.  (Refer to Chapter 3, Figure 3-9: SWOT Analysis.)

	Opportunities
	Threats

	
	



Section VIII – Pro Forma Analysis

The following pages analyze the potential financial performance of the Ambulatory Surgery Center.  The projections are based upon statistical trends of operating performances both within the specialty and the likely reimbursement structure in the market. See Figure 3-8: Start-Up Questionnaire to obtain relevant information.)  To complete this section, see Chapter 3 for examples provided.

Pro Forma Revenue Estimates

Table 3-4: Surgical Volume Data and Assumptions

Table 3-5: Gross Charges and Gross Collections

Table 3-6: Net Collections and Accounts Receivable

Gross Charges per Month

Encounters per month x Charge per Encounter = Gross Charges per month

Net Charges per Month

Gross Charges per month x Expected Collection Percentage = Net Charges per month

Monthly Collections

	Month
	
	Percent
	Total

	Within one month of charges
	
	
	

	Within two months of charges
	Additional
	
	

	Within three months of charges
	Additional
	
	

	Within four months of charges
	Additional
	
	


Expense Assumptions

To complete this section, see the following tables in Chapter 3:

Table 3-7: Expense Outline

Table 3-8: Capital and Non-Capital Purchases

Table 3-9: Pro Forma Income Statement and Balance Sheet

Table 3-10: Statement of Cash Flows

Income Statement – Year 1

Income Statement – Year 2

Cash Flow Statement – Year 1

Cash Flow Statement – Year 2

Pro Forma Conclusions

Use this section to provide a summary of the Ambulatory Surgery Center’s first two years of operations, per the calculations within this document.

Disclaimer

The disclaimer is for the preparers of the report to declare the validity of the information but to disclaim guarantees or assurances of the actual outcomes.  It will also define how the report should be used as presented in the Terms and Conditions previously outlined.  

Section IX – Conclusions

Based on our analysis, the following conclusions result:

Ambulatory Surgery Center Feasibility Analysis Conclusion


Section X – Next Steps

The following summarize the processes that should be undertaken as a result of the completion of this feasibility analysis and other work completed for this venture.


Section XI – Implementation Plan

The following outlines the go-forward implementation plan initiatives.  These are separated by the major areas of responsibility.

	Task
	Person(s) Responsible
	Completion Timeline*

	Structural Initiatives
	
	

	1. Decide on legal structure
	Owner Physicians
	

	2. Agree upon equity ownership
	Owner Physicians
	

	3. Complete pertinent agreements
	Owner Physicians/Consultant
	

	· Operating agreement
	
	

	· Buy/sell agreement
	
	

	· Employment agreements for providers
	
	

	4. Define administrative processes and structural form (administrative services as a part of the Ambulatory surgery center versus and independent management services organization)
	Owner Physicians/Consultant
	

	
	
	

	Organizational/Management Initiatives
	
	

	1. Outline organizational chart
	Owner Physicians
	

	2. Define individual physicians and develop job descriptions
	Owner Physicians
	

	3. Outline reporting responsibilities and protocols
	Owner Physicians/Consultant
	

	4. Procure management consulting, legal and accounting assistance
	Owner Physicians
	

	5. Determine administrative processes and responsibilities (i.e., billing, personnel management, compliance, etc.)
	Consultant
	

	6. Develop a marketing plan
	Owner Physicians/Consultant
	

	7. Design marketing materials as a part of the marketing plan
	Office Manager
	

	
	
	

	Operational Start-up Initiatives
	
	

	1. Determine effective date for opening the Ambulatory surgery center
	Owner Physicians
	

	2. Select and register the corporate structure
	Owner Physicians
	

	3. Apply for hospital privileges
	Owner Physicians
	

	4. Apply to managed care organizations
	Office Manager
	

	Task
	Person(s) Responsible
	

	
	
	

	5. Negotiate office lease
	Office Manager/Consultant
	

	6. Design renovations
	Owner Physicians/Consultant
	

	7. Order equipment
	Office Manager
	

	8. Select furniture
	Owner Physicians
	

	9. Select information system, including paperless office applications
	Owner Physicians
	

	10. Design and order telephone system
	Owner Physicians
	

	11. Select an insurance agent/broker
	Owner Physicians
	

	12. Determine insurance coverage needed
	Office Manager/Consultant
	

	13. Determine supply needs
	Owner Physicians
	

	14. Decide on vendors (ambulatory surgery centeral and non-ambulatory surgery centeral)
	Owner Physicians
	

	15. Determine form needs including business cards, stationary, etc.
	Owner Physicians
	

	16. Establish office policies and procedures
	Office Manager/Consultant
	

	17. Design organization structure/determine staffing needs
	Office Manager/Consultant
	

	18. Analyze compliance with regulations (coding, billing, documentation, HIPAA)
	Office Manager/Consultant
	

	19. Apply for applicable accreditation, business licensures and other appropriate certification for the Ambulatory surgery center
	Office Manager/Consultant
	


*  This timeline is based on an arbitrary opening date of_________.  This date will need to be defined by the Physicians. 


Section XII – Executive Summary

Use this section to review the pertinent points on the study and the present a final recap of the conclusions that have been made throughout the report.  .

The executive summary should present whether the feasibility analysis substantiates opposes the viability of the ambulatory surgery center that is under consideration.  


Section XIII – Appendices

Appendix 1

Encounters per Day per Month


Appendix 2

Revenue Estimates

[image: image1.wmf]Specialty

Charge Per Office 

Visit/Procedure

Average Patients 

Per Month Y1

Average 

Patients Per 

Month Y2

Collection 

Percentage

Urgent Care

$175.42

601.33

1,216.33

69.87%

Month

Ambulatory Visits

Gross Charges Per 

Month

Net Charges Per 

Month

Month 1

137

$23,974

$16,751

Month 2

273

$47,948

$33,501

Month 3

410

$71,922

$50,252

Month 4

492

$86,306

$60,302

Month 5

547

$95,895

$67,002

Month 6

601

$105,485

$73,702

Month 7

656

$115,074

$80,403

Month 8

711

$124,664

$87,103

Month 9

765

$134,254

$93,803

Month 10

820

$143,843

$100,503

Month 11

875

$153,433

$107,203

Month 12

929

$163,022

$113,904

Year 1 Total

7,216

$1,265,819

$884,428

Month 13

984

$172,612

$120,604

Month 14

1,039

$182,201

$127,304

Month 15

1,093

$191,791

$134,004

Month 16

1,148

$201,380

$140,704

Month 17

1,203

$210,970

$147,405

Month 18

1,257

$220,559

$154,105

Month 19

1,312

$230,149

$160,805

Month 20

1,312

$230,149

$160,805

Month 21

1,312

$230,149

$160,805

Month 22

1,312

$230,149

$160,805

Month 23

1,312

$230,149

$160,805

Month 24

1,312

$230,149

$160,805

Year 2 Total

14,596

$2,560,406

$1,788,956

Grand Total

21,812

$3,826,225

$2,673,383

 

Appendix 3

Total Monthly Collections per Normal Office Visit/Procedure



Appendix 4

Expenses

[image: image2.wmf]Expenses

Start-Up 

Expenses

Year One

Year Two

Total

A.

  Staff Salaries 

$0 

$244,400

$256,620

$501,020

B.

  Payroll Taxes

$0 

$21,996

$23,096

$45,092

C.

  Insurance

    Group Health 

$0 

$12,220

$12,831

$25,051

    Group Disability

$0 

$0

$0

$0

    Group Life

$0 

$0

$0

$0

    Group Dental

$0 

$7,332

$7,699

$15,031

D.

  Pension Administration

$0 

$0

$0

$0

E.

  Pension Plan - Practice Contribution

$0 

$0

$0

$0

F.

  Profit Sharing Plan

$0 

$0

$0

$0

G.

  Patient Education Materials

$0 

$1,500

$1,575

$3,075

H.

  Billing & Collections

$0 

$61,244

$137,169

$198,412

I.

  Bank Charges

$2,000 

$500

$525

$3,025

J.

  Continuing Education - Staff

$0 

$0

$0

$0

K.

  Continuing Education - Provider

$0 

$0

$0

$0

L.

  Computer Expense

$5,000 

$17,325

$17,325

$39,650

M.

  Asset Expense

$0 

$28,165

$28,165

$56,330

N.

  Drugs

$0 

$0

$0

$0

O.

  Gifts

$0 

$200

$210

$410

P.

  Insurance - Provider Malpractice

$0 

$85,676

$89,960

$175,636

Q.

  Insurance - Other Malpractice

$0 

$0

$0

$0

R.

  Laboratory and Radiology

$5,000 

$29,473

$66,012

$100,486

S.

  Licenses and Dues

$2,000 

$375

$394

$2,769

T.

  Maintenance & Repairs - General

$0 

$3,500

$3,675

$7,175

U.

  Meals

$0 

$250

$263

$513

V.

  Meetings/Conferences

$0 

$300

$315

$615

W.

  Medical Supplies

$5,000 

$28,095

$62,926

$96,022

X.

  General Insurance

$0 

$2,220

$4,972

$7,192

Y.

  Office Supplies

$2,000 

$14,928

$33,435

$50,363

Z.

  Postage

$0 

$1,500

$1,575

$3,075

AA.

  Professional Services

$30,000 

$5,000

$2,500

$37,500

BB.

  Promotion/Advertising

$20,000 

$10,000

$10,500

$40,500

CC.

  Rental/Leased Equipment

$0 

$0 

$0

$0

DD.

  Rent - Facility

$0 

$100,000

$100,000

$200,000

EE.

  Subscriptions/Books

$0 

$350

$368

$718

FF.

  Taxes

$400 

$0

$0

$400

GG.

  Telephone

$250 

$4,500

$4,725

$9,475

HH.

  Travel 

$0 

$500

$525

$1,025

II.

  Utilities

$300 

$8,000

$8,400

$16,700

Total Expenses

$71,950 

$689,550 

$875,758 

$1,637,258

JJ.

  Add:  Provider Compensation

$432,900

$432,900

$865,800

KK.

  Add:  Provider Payroll Taxes

$38,961

$38,961

$77,922

LL.

  Add:  Interest Expense

$20,262

$19,043

$39,306

Total Expenditures 

$71,950

$1,181,673

$1,366,663

$2,620,286


Appendix 5

Capital Expenditures

 

 

Appendix 6

Interest Expense 

[image: image3.wmf]Month

Line of Credit 

Draw

Positive 

Cash Flow

Interest 

Expense

Line of Credit 

(Increase) 

Reduction

Line of Credit 

Balance

1

($158,243)

($158,243)

($158,243)

2

($233,602)

($791)

($75,359)

($233,602)

3

($294,263)

($1,168)

($60,660)

($294,263)

4

($341,404)

($1,471)

($47,141)

($341,404)

5

($378,308)

($1,707)

($36,904)

($378,308)

6

($407,270)

($1,892)

($28,962)

($407,270)

7

($429,490)

($2,036)

($22,220)

($429,490)

8

($445,220)

($2,147)

($15,730)

($445,220)

9

($454,427)

($2,226)

($9,208)

($454,427)

10

($457,080)

($2,272)

($2,653)

($457,080)

11

($453,144)

($2,285)

$3,935

($453,144)

12

($442,588)

($2,266)

$10,556

($442,588)

13

($440,896)

($2,213)

$1,692

($440,896)

14

($432,594)

($2,204)

$8,302

($432,594)

15

($417,650)

($2,163)

$14,944

($417,650)

16

($396,030)

($2,088)

$21,620

($396,030)

17

($367,700)

($1,980)

$28,329

($367,700)

18

($332,628)

($1,839)

$35,072

($332,628)

19

($290,780)

($1,663)

$41,848

($290,780)

20

($244,801)

($1,454)

$45,979

($244,801)

21

($196,681)

($1,224)

$48,119

($196,681)

22

($147,751)

($983)

$48,931

($147,751)

23

($98,575)

($739)

$49,176

($98,575)

24

($49,153)

($493)

$49,421

($49,153)

Note:  Interest expense is based on an Annual Percentage Rate of 6%.
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