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How many programs have How many programs have 
completed a cost analysis?completed a cost analysis?



Cost AnalysisCost Analysis

Programs must Programs must demonstratedemonstrate they have they have 
done a cost analysis on which their fees done a cost analysis on which their fees 
are based.are based.
There are a number of different cost There are a number of different cost 
analyses that can be used.analyses that can be used.
Many provide information based on Many provide information based on 
traditional visit types.traditional visit types.



Cost AnalysisCost Analysis

It is important to know the It is important to know the ““unbundledunbundled””
costs.costs.
This means knowing the cost of, and This means knowing the cost of, and 
charging for,charging for, everyevery service an agency service an agency 
provides.provides.
The airlines are now doing this for The airlines are now doing this for 
pillows, blankets, aisle seats, etc.pillows, blankets, aisle seats, etc.



Why Do A Cost Analysis?Why Do A Cost Analysis?

1.1. The Federal Guidelines require it.The Federal Guidelines require it.
2.2. Individual programs need to know the Individual programs need to know the 

cost of providing services.cost of providing services.
3.3. To assist in negotiating rates with To assist in negotiating rates with 

various rate payers (including various rate payers (including 
Medicaid).Medicaid).

FINALLY,FINALLY,

It is GOOD business!It is GOOD business!



Knowing The Cost of Providing Knowing The Cost of Providing 
Services Is an Important Services Is an Important 

Business PracticeBusiness Practice

The cost analysis:The cost analysis:
provides knowledge to analyze provides knowledge to analyze 
efficiencies; efficiencies; 
helps the program control costs;helps the program control costs;
Insures we remain financially Insures we remain financially 
viable.viable.



The Cost AnalysisThe Cost Analysis

The information required to The information required to 
determine costs should be determine costs should be 

available from your accounting available from your accounting 
system and reports from your system and reports from your 

Patient Management/ Clinic Visit Patient Management/ Clinic Visit 
Record (CVR) system.Record (CVR) system.



The Cost AnalysisThe Cost Analysis

To complete a cost analysis you need:To complete a cost analysis you need:
1.1. Total expendituresTotal expenditures (cash or accrual) for the (cash or accrual) for the 

Cost Analysis period Cost Analysis period (calendar year, fiscal year).(calendar year, fiscal year).
This should include inThis should include in--kind and volunteer contributions.kind and volunteer contributions.

2.2. Utilization dataUtilization data for every procedure, lab, and for every procedure, lab, and 
pharmaceutical provided by the program for pharmaceutical provided by the program for 
the same time frame.the same time frame.



The Cost AnalysisThe Cost Analysis

What do you want to know?What do you want to know?
The total cost to the program for The total cost to the program for 
putting each and every service putting each and every service 
provided (medical, counseling, provided (medical, counseling, 
laboratory, pharmacy, community laboratory, pharmacy, community 
education) “out the door”.education) “out the door”.



The Cost AnalysisThe Cost Analysis

The following slides provide a The following slides provide a 
BRIEF overview of one cost BRIEF overview of one cost 
analysis (CA) methodology.analysis (CA) methodology.
This system requires you to This system requires you to 
allocate all expenses from the allocate all expenses from the 
study timeframe into a number of study timeframe into a number of 
cost centers.cost centers.



The Cost AnalysisThe Cost Analysis

The methodology uses CPT and The methodology uses CPT and 
HCPCS codes and is based on HCPCS codes and is based on 
the RBRVS established for the RBRVS established for 
setting physician reimbursement setting physician reimbursement 
for Medicare.for Medicare.
This provides a single set of This provides a single set of 
relative values by which all relative values by which all 
services are scaled.services are scaled.



The Cost AnalysisThe Cost Analysis

The Cost Analysis is grounded in The Cost Analysis is grounded in 
the former BCRR system and the former BCRR system and 
compares, in many ways, to the compares, in many ways, to the 
UDS reports completed by UDS reports completed by 
programs funded through the programs funded through the 
BPHC of HRSA.BPHC of HRSA.





Allocating ExpensesAllocating Expenses

Allocating expenses, including Allocating expenses, including 
salaries, wages and fringe benefits is salaries, wages and fringe benefits is 
the most important elementthe most important element in in 
determining the cost of providing determining the cost of providing 
services.services.
The allocation must be done carefully The allocation must be done carefully 
and consistently to capture the real and consistently to capture the real 
costs that occur in each cost center.costs that occur in each cost center.



Allocation of StaffAllocation of Staff

Allocate Allocate each and every personeach and every person who who 
has worked during the reporting period has worked during the reporting period 
into one or more functional cost into one or more functional cost 
center(scenter(s).).
Allocate an individual into as many Allocate an individual into as many 
functional cost centers as are functional cost centers as are 
appropriate.appropriate.



Allocation of StaffAllocation of Staff

A nurse practitioner may not be A nurse practitioner may not be 
providing nurse practitioner providing nurse practitioner 
functions at all times.  functions at all times.  
She may variously provide She may variously provide 
support for the laboratory, for the support for the laboratory, for the 
pharmacy, for counseling, and as pharmacy, for counseling, and as 
an administrator.an administrator.



SHELL    PART A Personnel by Cost Center - Spreadsheet 1
Percent

DIRECTIONS: Allocate the percent of time spent by
each staff into each cost center. The total for each
staff MUST equal 1.00.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Name Job Title Phys
Mid-level 
Pract.

RN 
Medical Med Sup Follow Up Counseling Lab Pharm.

Community 
Outreach Admin. Facility Check   Total

Janet Phy 50.0% 50.0% 100.0%
Pauline NP 80.0% 10.0% 10.0% 100.0%
Marilyn NP 50.0% 12.5% 25.0% 12.5% 100.0%
Phyllis NP 50.0% 12.5% 12.5% 25.0% 100.0%
Diane RN 40.0% 20.0% 20.0% 20.0% 100.0%
Robin RN 40.0% 20.0% 20.0% 20.0% 100.0%
Judy APP 80.0% 20.0% 100.0%
Ruth APP 100.0% 100.0%
Laura Clerk 100.0% 100.0%
Debbie Secretary 100.0% 100.0%
Lillian Nutritionist 100.0% 100.0%
Sandy Helth ED. 25.0% 75.0% 100.0%
Prudence Exec Sec. 20.0% 80.0% 100.0%
Pat Admin. 10.0% 90.0% 100.0%
TOTAL 0.50 1.80 0.80 4.45 0.13 1.00 1.08 0.35 1.45 2.45 0.00 14.00



SHELL   PART B Allocates the Salary paid
Salary (including fringe, if added) based

on the percent of time spent in
each cost center from spreadsheet 1.

Personnel by Cost Center - Allocation of Salaries and Wages
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Name Job Title Phys
Mid-level 
Pract.

RN 
Medical Med Sup Follow UpCounseling Lab Pharm.

Community 
Outreach Admin. Facility Check   Total

Total Paid 
Salary and 
FB

Janet Phy $15,000 $0 $0 $0 $0 $0 $0 $0 $0 $15,000 $0 $30,000 $30,000
Pauline NP $0 $12,663 $0 $0 $0 $0 $1,583 $1,583 $0 $0 $0 $15,829 $15,829
Marilyn NP $0 $17,813 $0 $0 $4,453 $0 $8,906 $4,453 $0 $0 $0 $35,625 $35,625
Phyllis NP $0 $21,563 $0 $0 $0 $0 $5,391 $5,391 $0 $10,781 $0 $43,125 $43,125
Diane RN $0 $0 $7,750 $3,875 $0 $0 $3,875 $0 $3,875 $0 $0 $19,375 $19,375
Robin RN $0 $0 $3,275 $1,638 $0 $0 $1,638 $0 $1,638 $0 $0 $8,188 $8,188
Judy APP $0 $0 $0 $19,208 $0 $0 $4,802 $0 $0 $0 $0 $24,010 $24,010
Ruth APP $0 $0 $0 $11,250 $0 $0 $0 $0 $0 $0 $0 $11,250 $11,250
Laura Clerk $0 $0 $0 $21,875 $0 $0 $0 $0 $0 $0 $0 $21,875 $21,875
Debbie Secretary $0 $0 $0 $25,275 $0 $0 $0 $0 $0 $0 $0 $25,275 $25,275
Lillian Nutritionist $0 $0 $0 $0 $0 $17,000 $0 $0 $0 $0 $0 $17,000 $17,000
Sandy Helth ED. $0 $0 $0 $3,822 $0 $0 $0 $0 $11,466 $0 $0 $15,288 $15,288
Prudence Exec Sec. $0 $0 $0 $0 $0 $0 $0 $0 $5,390 $21,560 $0 $26,950 $26,950
Pat Admin. $0 $0 $0 $0 $0 $0 $0 $0 $5,663 $50,963 $0 $56,625 $56,625
TOTAL $15,000 $52,038 $11,025 $86,942 $4,453 $17,000 $26,194 $11,427 $28,031 $98,304 $0 $350,414 $350,414

Percent Total 0.04 0.15 0.03 0.25 0.01 0.05 0.07 0.03 0.08 0.28 0.00 $350,414



Allocation of Other ExpensesAllocation of Other Expenses

Of equal importance is the allocation Of equal importance is the allocation 
of of ““other than personnel expendituresother than personnel expenditures””
incurred by the program.  incurred by the program.  
Some of these expenses may be Some of these expenses may be 
allocated 100% into a single cost allocated 100% into a single cost 
center while others will be spread over center while others will be spread over 
two or more cost centers depending on two or more cost centers depending on 
their use and function. their use and function. 





Allocation of Donated Goods and Allocation of Donated Goods and 
ServicesServices

Includes personnel that are Includes personnel that are 
donated or volunteers that provide donated or volunteers that provide 
services to the agency.services to the agency.

Be sure to include fringe benefits in Be sure to include fringe benefits in 
determining the determining the ““fair market valuefair market value””..





The Cost Center ReportThe Cost Center Report

Once the allocation sheets are Once the allocation sheets are 
completed, the results go completed, the results go 
automatically to the proper automatically to the proper 
columns on the cost center report.columns on the cost center report.
Then facilities and administration Then facilities and administration 
costs are allocated.costs are allocated.







Determining The Cost Of Determining The Cost Of 
ProceduresProcedures

Relative Value Units (RVU’s) are Relative Value Units (RVU’s) are 
established for each clinic procedure, lab established for each clinic procedure, lab 
service, and pharmaceutical.service, and pharmaceutical.

For Clinic services, CPT Codes are used;For Clinic services, CPT Codes are used;
For Lab services, HCPCS Codes are used;For Lab services, HCPCS Codes are used;
For Pharmacy, the average cost of each For Pharmacy, the average cost of each 
pharmacy item is used.pharmacy item is used.



Worksheet to determine RVU's For Family Planning Procedures

RBRVU GAF GAF GAF
Federal Register TOTAL Adjusted Adjusted Adjusted TOTAL FINAL

CPT Service W ork Overhead Malpractice W ork Overhead Malpractice Adjusted RVS
Code RVU RVU RVU RVU RVU RVU RVU RVU
99201 NEW  PATIENT-BRIEF 0.45 0.49 0.03 0.97 0.45 0.43 0.02 0.90 34.18
99202 NEW  PATIENT-LIMITED EXAM 0.88 0.79 0.05 1.72 0.88 0.69 0.04 1.61 61.00
99203 NEW  PATIENT-INTERMEDIATE EXAM 1.34 1.13 0.09 2.56 1.34 0.99 0.06 2.40 90.84
99204 NEW  PATIENT-COMPREHENSIVE 2.00 1.50 0.12 3.62 2.00 1.32 0.09 3.40 128.98
99205 NEW  PATIENT-COMPLETE 2.67 1.77 0.14 4.58 2.67 1.55 0.10 4.33 163.91
99211 CONTINUING PATIENT-BRIEF 0.17 0.39 0.01 0.57 0.17 0.34 0.01 0.52 19.69
99212 CONTINUING PATIENT-LIMITED 0.45 0.54 0.03 1.02 0.45 0.47 0.02 0.95 35.84
99213 CONTINUING PATIENT-INTERMEDIATE 0.67 0.69 0.03 1.39 0.67 0.61 0.02 1.30 49.17
99214 CONTINUING PATIENT-COMPREHENSIVE 1.10 1.03 0.05 2.18 1.10 0.90 0.04 2.04 77.33
99215 CONTINUING PATIENT-COMPLETE 1.77 1.32 0.08 3.17 1.77 1.16 0.06 2.99 113.19
99384 Preventive visit, new, 12-17 1.53 1.55 0.06 3.14 1.53 1.36 0.04 2.93 111.20
99385 Preventive visit, new, 18-39 1.53 1.55 0.06 3.14 1.53 1.36 0.04 2.93 111.20
99386 Preventive visit, new, 40-64 1.88 1.74 0.07 3.69 1.88 1.53 0.05 3.46 131.06
99394 Preventive visit, est, 12-17 1.36 1.13 0.05 2.54 1.36 0.99 0.04 2.39 90.51
99395 Preventive visit, est, 18-39 1.36 1.16 0.05 2.57 1.36 1.02 0.04 2.41 91.50
99396 Preventive visit, est, 40-64 1.53 1.25 0.06 2.84 1.53 1.10 0.04 2.67 101.22
58300 IUD INSERTION 1.01 1.42 0.12 2.55 1.01 1.25 0.09 2.34 88.80
58301 IUD REMOVAL 1.27 1.32 0.15 2.74 1.27 1.16 0.11 2.54 96.15
57170 DIAPHRAGM/CERVICAL CAP FIT 0.91 1.48 0.11 2.50 0.91 1.30 0.08 2.29 86.74
90782 Depo/Lunell INJECTION 0.17 0.32 0.01 0.50 0.17 0.28 0.01 0.46 17.36
11975 HORMONE IMPLANT 1.48 1.42 0.17 3.07 1.48 1.25 0.12 2.85 107.98
11976 HORMONE IMPLANT REMOVAL 1.78 1.72 0.21 3.71 1.78 1.51 0.15 3.44 130.43
56501 Condyloma Treatment(Destru vulva lesion(s) <14) 1.53 1.78 0.17 3.48 1.53 1.56 0.12 3.22 121.86
54050 Condyloma Treatment(Destru penis lesion(s) ) 1.24 1.66 0.08 2.98 1.24 1.46 0.06 2.76 104.41
57452 COLPOSCOPY 1.50 1.28 0.17 2.95 1.50 1.12 0.12 2.75 104.08
57454 COLPOSCOPY AND BIOPSY 2.33 1.64 0.28 4.25 2.33 1.44 0.20 3.97 150.52
57511 CRYOSURGERY 1.90 1.82 0.22 3.94 1.90 1.60 0.16 3.66 138.58
99401 Individual Counseling: Approx.15 minutes 0.48 0.62 0.01 1.11 0.48 0.54 0.01 1.03 39.09
99402 Individual Counseling: Approx. 30 minutes 0.98 0.87 0.02 1.87 0.98 0.76 0.01 1.76 66.63
99403 Individual Counseling: Approx. 45 minutes 1.46 1.09 0.04 2.59 1.46 0.96 0.03 2.45 92.69
99404 Individual Counseling: Approx. 60 minutes 1.95 1.32 0.05 3.32 1.95 1.16 0.04 3.15 119.19

2006 Conversion Factor = 37.90 (Factor determined as the base by the medicare program.
This is multiplied by the Final RVU to obtain the unit cost.)

W ork Overhead Malpractice
GEOGRAPHIC PRACTICE COST INDEX (GPCI) Adjustment 1.000 0.878 0.721

(This factor adjusts the W ork, Overhead and Malpractice components of the
RVU to the local experience. Published by Medicare.)



Completion of Medical FormCompletion of Medical Form

Insert utilization numbers for each of Insert utilization numbers for each of 
the CPT codes for the time frame the CPT codes for the time frame 
under analysis. under analysis. 
The spreadsheet automatically The spreadsheet automatically 
calculates the rest of the columns.calculates the rest of the columns.
Agencies can estimate the potential Agencies can estimate the potential 
costs in the coming year by adding a costs in the coming year by adding a 
percent in the “COLA/Margin”.percent in the “COLA/Margin”.



This is the 
average  

cost
Average 
cost of a 
unit of 
service

Average 
cost of a 
unit of 
service



Completion of Laboratory Form Completion of Laboratory Form 

Most relative values are available Most relative values are available 
through the Clinical Diagnostic through the Clinical Diagnostic 
Laboratory Fee Schedule. Laboratory Fee Schedule. 
The The ““National LimitNational Limit”” value is used value is used 
as the relative value for labs.as the relative value for labs.
When no When no ““National LimitNational Limit”” is is 
available, the rate for the state is available, the rate for the state is 
used, if there is one. used, if there is one. 



Completion of Laboratory Form Completion of Laboratory Form 

The The first stepfirst step for the completion of for the completion of 
this form is entering the average cost this form is entering the average cost 
of outside labs (purchase price).of outside labs (purchase price).
The The second stepsecond step for the completion for the completion 
of this form is entering the utilization of this form is entering the utilization 
data on Column data on Column ““CC””..



Average 
cost of 
outside 

lab

Average 
cost of 
outside 

lab





Completion of Pharmacy FormCompletion of Pharmacy Form

Relative values for pharmacy are Relative values for pharmacy are 
based on the cost, or average cost, based on the cost, or average cost, 
of the pharmacy supplies. of the pharmacy supplies. 
The The ““suppliessupplies”” spreadsheet is used spreadsheet is used 
to develop the average cost. to develop the average cost. 









The Cost AnalysisThe Cost Analysis

Based on this Cost Analysis, your Based on this Cost Analysis, your 
program is able to establish the program is able to establish the 
“unbundled” cost for providing all “unbundled” cost for providing all 
services (for the prior year).services (for the prior year).
This is the basis to establish the This is the basis to establish the 
fee schedule for the coming year.fee schedule for the coming year.



The Cost AnalysisThe Cost Analysis

The cost per procedure The cost per procedure 
information is useful for information is useful for 
managers in establishing managers in establishing 
charges and for analyzing the charges and for analyzing the 
benefit of continuing to provide benefit of continuing to provide 
specific services.specific services.



The Cost AnalysisThe Cost Analysis

What if the costs are “too high”?What if the costs are “too high”?
In some instances the cost to an In some instances the cost to an 
agency to provide a procedure agency to provide a procedure 
requires a charge substantially requires a charge substantially 
above the competitive rate.above the competitive rate.
Either find a way to lower costs in Either find a way to lower costs in 
the future or consider phasing out the future or consider phasing out 
that service.that service.



The Cost AnalysisThe Cost Analysis

How often should we do a Cost How often should we do a Cost 
Analysis?Analysis?

Generally once every three years unless Generally once every three years unless 
major changes occur.major changes occur.

This allows the agency to establish This allows the agency to establish 
appropriate charges (fees).appropriate charges (fees).



Questions and Discussion

At the End of the Session

Questions and DiscussionQuestions and Discussion

At the End of the SessionAt the End of the Session


