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Introduction

Transitioning your practice to include acupuncture will be one of the most exciting and rewarding opportunities of your medical career.  The HMI Acupuncture Practice Transition Planner is to assist you in analyzing the cash flow changes that can occur as you embark on this wonderful journey.  We have provided you with two models in this spreadsheet.  You will notice that many of the lines have a red triangle in the corner of the cell. Simply place your cursor on this triangle and an explanatory note will pop up.



Model 1 assumes that you are currently in practice and that transitioning your practice to acupuncture will create an opportunity cost as well as a benefit.  Simply stated, while you will be receiving income from practicing acupuncture you will be giving up income from your existing practice.  Model 1 can assist you in determining what that difference might be.



Model 2 assumes that you are starting an acupuncture practice from scratch. Thus, all items of income and expense need to be addressed separately.  



While our goal is to have this planning tool be interactive and intuitive, we realize that there are different levels of familiarity with Excel and spreadsheets in general.  This overview is an attempt to assist in the process of building your own customized transition-planning model.



Information About the Questionnaire

The Questionnaire provides the foundation of information for the main spreadsheets.  

The numbers put into the Questionnaire automatically flow through to the other pages 

of the spreadsheet.  We will explain each section of the Questionnaire below.

Charges

Line 1- Number of New Patient Consults (NPC)

By month enter the number of new patients consults you project.  

Year 1: Enter the number of new patients you project for each month. 

Years 2 and 3: Enter the projected number of new patients for years 2 and 3 in 

Month 1 of each year - those numbers will flow through to the succeeding months.



Line 1a-

Enter the number of new patient consults that you project by hour.  Typically, physicians allot one hour per new patient consult.  If you allot more than an hour, enter the amount as a fraction.  For example, if you allot one and half hours for a new patient consult, enter .67.  If you allot 45 minutes for a new patient consult, enter 1.33.

Line 2

Charges vary widely for a new patient consult, the range being $160 to $250.  By charging a lesser amount, some physicians use the initial consult as a “loss leader” to attract patients to the practice.



Line 3 – Number of Follow-up Patient Visits (FPV)

Enter the number of follow-up  patient (FPV) visits per hour.  This is a function of available exam rooms, staff and efficiency. Typically, physicians see 2 to 4 acupuncture patients per hour.  The patient might have treatment for one half-hour, but only 15 minutes of physician time.  The balance of the treatment is by a medical assistant.  



Line 4 – Charges Per Follow-up Patient Visit

Typically, the charges range from $60 to $120 per visit.  



Line 5 – Hours practicing acupuncture

Hours spent in practicing acupuncture are calculated by adding the projected number of new patients (line 1a) and the number of follow-up visits (line 3a). This number will serve as the basis for allocating staffing needs and determining the number of hours reduced from your existing medical practice.



Collections

This is a key part of the cash flow analysis.



Line 1 - Percentage of Charges attributed to insurance coverage payments

We assume a 60-day lag time in collecting payments for services submitted to insurance companies.  In addition, we assume a "realization rate" for payments received from the insurance companies (see explanation below).  For example, charges in Month 1 attributable to insurance coverage will first be multiplied by the insurance realization rate and assumed to be collected in Month 3.



Line 2 - Insurance Realization Rate

This is the amount of insurance charges for which you expect to receive payment.  The realization rate is expressed in percentage terms and is calculated by dividing the amount received by the amount charged, i.e., $225 received from billings of $300 equals a 75% realization rate ($225/$300 = 75%).  Enter the realization rate you have received from your existing medical practice.



Line 3 - Realization percentage on non-insurance charges

Enter your realization rate on non-insurance charges.  Collections would be less than 100% for the following reasons: credit card discounts, bad debts, charity patients, senior discounts, discounts for cash at time of service, etc.



Salaries

Salaries vary widely from location to location and by job description.  Please enter the hourly rate only.  The program calculates payroll taxes and assumes a 15% benefit burden.  The Questionnaire allows for three different employee entries.  Most physicians find that it takes fewer personnel to operate an acupuncture practice.  Entries made in Month 1 of each year flow to the balance of the year.



Net Income Reduction from Existing Practice

This schedule will assist you in determining what net income you might be losing from giving up your traditional practice. 



Line 1 - Collections per hour

Collection per hours is the average amount of collections (not charges) you are currently generating per hour from your existing medical practice.  



Line 2 - Reduced hours per month

Reduced hours per month assumes the hours spent providing acupuncture services are a direct reduction in the number of hours spent in your current medical practice.  This number can be overridden if you are putting in fewer (or more) hours than you are giving up.



Line 3 - Lost Med Practice Revenues

Lost medical practice revenues is simply a calculation of the collections per hour times the number of hours you are reducing.  



Line 4 - Medical Practice Variable Expense

Medical practice variable expense is an attempt to recognize that certain expenses 

go away when you change your practice.  Thus, this percentage represents only those variable expenses which will disappear as a result of practicing acupuncture.  That will include miscellaneous medical supplies, office expense, etc.



Line 5 - Staff Salaries Saved per hour 

This is an automatic calculation of the amount of salaries paid per hour that you will be saving from your existing medical practice multiplied by the reduced hours per month.  

The total staff cost savings assumes a tax and benefits burden of 23.65%.  

Typically, staff compensation is somewhat less in an acupuncture practice.



Acupuncture Supplies

This amount will vary depending on your practice style.  The range is from $3.00 to $7.00 per patient visit for needles and other directly related acupuncture supplies.



Capital Expenditures

Often transitioning to an acupuncture practice requires very little in the way of capital expenditures.  The major expenditure may be in replacing traditional medical examination tables with one more well-designed for acupuncture.



Insurance

The amounts entered here are meant to be only those that will change by virtue of your transition.  While the sample includes additional malpractice insurance expense, some practitioners actually experience a lower malpractice insurance premium cost.



Year 2 and Year 3 Calculations

The program assumes for years 2 and 3 amounts entered in January flow through the rest of the year.  You may override these amounts by entering numbers in specific months.  



Spreadsheet 

Charges

Charges are automaticaly calculated using amounts entered on the Questionnaire. 
(DO NOT OVERWRITE)



Collections

Collections are automatically calculated from amounts on the Questionnaire, including appropriate discounts for insurance and collection losses, and collection lag. 

(DO NOT OVERWRITE)



Expenses

Employee’s salaries are automatically entered from The Questionnaire.  Payroll taxes are calculated at the rate of 8.65% of salaries.  Employee benefits are calculated at 15% of employee’s salaries.  

Other medical supplies not directly related per patient visits are calculated at 1.5% of charges.  This formula can be overridden.  Acupuncture supplies are calculated from the information on the Questionnaire.  

Office supplies assumes additional office supplies and expense of 3% of charges.



Fixed Expenses

Enter amounts in these items which change by virtue of transitioning to acupuncture.  For example, if your rent stays the same whether you are practicing in your current format or acupuncture, do not enter an amount in this line.  However, if you need an additional 500 square feet to practice, enter the additional rent you will incur by virtue of adding acupuncture.  This same principal applies to equipment rent or other expense.  
Marketing is a manual entry based on your personal discretion.  

Insurance expense is calculated using information from the Questionnaire.  Again, this amount is only for additional insurance expenses that you incur by virtue of transitioning your practice.  

Capital expenditures are carried forward from the Questionnaire.

