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DSRIP Budget
As part of the DSRIP application hospitals are required to develop a budget for the project selected. The purpose of this document is to provide guidance for those hospitals electing to revise the budget submitted with their application.
DSRIP budgets have the following importance to the project:
1) The budget represents a commitment to the project as funding is essential to carrying out the project objective and outcome achievement.  A low budget can be synonymous with low project funding and may be an indication of under committing to the project. 

2) The budget becomes part of the financial plan for the project and should include two component parts:

a. The hospital investment in the DSRIP project. This includes operating expense (including overheads) and capital expenditure commitments necessary to achieve the project outcomes and new to the DSRIP project.

Examples of operating expenses include direct expenses related to the project such as 
· Staffing salaries and wages 
· Full Time Equivalents (FTE’s associated with the project)
· Fringe benefit expenses 
· Supplies and other expenses 
· Physician fees and salaries 
· Information technology expense 
· Contracted services 
· including information technology software products purchased for or expanded for use in the DSRIP project, 
· Expense related to and reported by hospital project partners including an allocation of time. 
· Hospital may allocate expenses to the DSRIP project that are directly related to the DSRIP project. 
For example, the hospital chief medical officer plans to spend 10% of her time engaged in the DSRIP project, this allocation of time at the current salary for the chief medical officer is valued at $25,000.   


Examples of operating expenses include indirect expenses allocated to the DSRIP project using a reasonable allocation basis. 
· Expenses can be allocated to the DSRIP project using methodologies customarily used in hospital cost reporting to Federal and State agencies. 
Examples of indirect expense are those cost centers commonly considered overhead areas and include 
· Administrative and general expenses 
· Finance expenses
· Depreciation expense 
· Bad debt expense 
· Purchased and contracted services 
· Information technology expense 
· Malpractice insurance expense 
· Plant operations 
· Other

Example of capital expenditures include 
· Building acquisition costs if acquired for the DSRIP program 
· Building Improvement/Renovation costs
· Leased space expense 
· Equipment purchased for the DSRIP project 
· Working capital advances to underwrite the start up of the DSRIP program.

DSRIP investment budgets should be presented for each year of the DSRIP program [DY2 through DY5], should be presented in accordance with generally accepted accounting principles and include line item detail. 
Other approaches hospitals have used in building the investment in the DSRIP project part of the budget include:

· An education expense component to the budget that may include training staff on an ongoing basis. Also expenses related to time spent in learning collaboration with other hospitals can be included in the budget. 
· DSRIP projects include hospital data collection and reporting. Budgets should include staff and IT support to carry out data collection and include time to review and report data. 
· Physician time related to engagement and support of the DSRIP project should be included in the project including an allocation of time and expense informing the medical staff on the DSRIP project developments.
· The expected increase in bad debt expense associated with the low income population that is part of the DSRIP project can be allocated to the budget.
·  In total the best practice budgets include an investment of 20-30% of HRSF/DSRIP current annual funding with direct staffing expense a significant part of the expense budget.






























A sample hospital investment in a DSRIP project is listed below:




b. The budgeted economic value of the project measures the economic impact the DSRIP project is expected to have on the overall project population served by the DSRIP project. It includes such measures as;
i.  Reduction in utilization 
ii. Cost savings
1. Savings to the Hospital
2. Savings to payers of low income population 
iii. Cost avoidance 
iv. Population health improvement 
v. Directional care changes

The economic value analysis requires a project plan based on the significance of the population to be served and a gap analysis with project objectives, a methodology, measured outcomes, and monitoring. In some ways the economic value analysis connects together the other components of the DSRIP project application.

A budgeted economic value analysis should consider the following approaches:
1) Expected reduction in utilization from achievement of stage 3 pay-for-performance measures. Examples below are stage 3 PFP for a cardiology project, and diabetes project:
· Heart Failure Admission Rate
· 30-Day All-Cause Readmission Following Acute Myocardial Infarction (AMI) Hospitalization
· Hypertension Admission Rate
· Diabetes Short-Term Complications Admission Rate (PQI 1)
For each of the measures above a hospital can forecast the changes in utilization associated with measure by year starting in DY3 through DY5. If the expected admission rate reduction is 10% per year on a base of 750 admissions a reduction of 75 admissions per year is expected. If the value of those admissions priced at Medicaid payment rates is $8,600 per admission, the expected economic value is imputed at $645,000 [75 x $8,600].
2) For the above example the marginal cost savings associated with the reduction in admissions would be includable in the budget. If the cost per admission were $8,500 and the marginal expense ratio is 40% then the marginal expense savings per admission would be calculated at $3,440, and a total cost savings of $258,000.

3) The approach used above can be followed for forecasted changes in emergency department visits and outpatient visits. If the expected reduction in emergency room visits is 10% per year on a base of 2,000 emergency department visits a reduction of 200 visits per year is expected. If the value of those visits priced at Medicaid payment rates is $250 per visit, the expected economic value is imputed at $50,000 [200 x $250].

4) Another component to the economic value calculation is a reduction in average length of stay. For example, if average length of stay is reduced by .5 days on a patient population of 675 patients there would be a reduction of 337.5 patient days. If the average Medicaid payment per patient day is $1,400, then the imputed economic value associated with the reduced average length of stay is $472,500. [337.5 x $1,400].

5) There are also cost savings associated with the reduced length of stay. If the total cost associated with the length of stay reduction is $475,000, applying a marginal expense ratio of 40%, the marginal expense savings would be calculated at $190,000 [40% x $475,000].
a. Note: if part of the reduced length of stay or directional care change results in the same patient days but a shift from ICU to Medical Surgical patient days there may be a cost savings associated with reduced ICU utilization. 
Other approaches used by hospitals to develop economic value:
· Some hospitals extrapolated the impact of population improvement on their targeted population in their DSRIP project. For example, research data shows a population of diabetes patients not managed incurs average health care costs of $10,500 per year compared to a managed patient population incurs average costs of $8,700, a savings of $1,800 per year. These savings may include costs not incurred by a hospital, for example pharmaceutical costs. A DSRIP target population of 500 patients would produce imputed cost savings of $900,000 annually to the overall health care system of providers.
· An approach that can be used is to trend improvement in stage 4 measures, although not required under stage 4 PFP. Applying the approaches used above to the stage 4 measures can be included in the economic value calculation.
· Some hospitals may set an improvement goal on services provided to the low income population outside the DSRIP project based on lessons learned from learning collaboration. For example a hospital selecting a cardiac project applies some of the clinical process improvement from the diabetes learning collaboration to it low income population. In building a budget for this an overall estimate of improvement should be sufficient recognizing this may be difficult to report upon in the future. An overall improvement percentage should be sufficient for this part of the budget.
· When baseline data is available and performance limits are established some hospital may develop improvement plans on PFP measures outside of the project selected.  
· In total best practice budgets include economic value of 30%-50% of HRSF/DSRIP current annual funding.

Note: All applications must include a “yes” response to the following:
· Does the hospital provide project budget estimation that includes line item expenditure information?
· Is there a budget for each Demonstration Year or the entire Demonstration Period (DY5)?
· Are salaries included in budget?
· Are project investments commensurate with project funding?
· Does the hospital provide an estimate of health-care dollars savings?
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Name and Title Salary FTE

SVP Patient Safety/Quality Management & 

Regulatory Affairs (Project Leader)

179,700 0.22

, ACO Medical Director (Champion) 179,700 0.2

Sr. Mgr. of Budget and Reimbursement 160,000 0.2

To be hired, Data Analyst 50,000 1

To be hired, Asthma Educators (RN) 80,000 2

35,940

50,000

160,000

Subtotal Personnel $321,414 

B. Fringe Benefits @ 30%

Expense Category DY2 Annualized

A. Personnel

Total

$39,534 

35,940

Subtotal Equipment $80,000 

D. Travel

Travel, meals & seminars, # staff $5,000 

          Subtotal Travel $5,000 

Subtotal Fringe Benefits $96,424 

C. Equipment

Interfaces with community partners – # @ $Rate 40,000

Information technology 40,000

$17,000 

F. Contractual

Physician fees – [Name of Doc] $100,000 

Software development/Maintenance 50,000

E. Supplies

Home environmental safety equipment – mattress and pillow covers for 

patients

10,000

Tablets and cell phones for staff- 3 staff 5,000

Office supplies and expenses 2,000

J. Total Direct and Indirect Costs

          TOTAL DIRECT AND INDIRECT COSTS

$1,216,344 

Office lease  24,000

          Subtotal, Other Direct Costs $44,000 

I. Total Direct Costs

          Subtotal Direct Costs (A-G) $769,838 

DY3

Total

$40,720 

37,018

37,018

51,500

J. Indirect Costs 

          Subtotal Indirect Costs $446,506 

Staff training, 3 staff 5,000

Continuing medical education, 3 staff 3,000

Patient incentives 10,000

          Subtotal, Contractual $150,000 

G. Construction

H. Other Direct Costs

License and certification, 2 asthma educators  @ $1,000   $2,000 

Construction Costs $100,000 

          Subtotal Supplies

$2,000 

5,000

$5,000 

$5,000 

10,000

5,000

2,000

$17,000 

164,800

$331,056 

$99,317 

40,000

40,000

$80,000  $80,000 

$5,000 

$5,000 

10,000

$1,240,890 

DY4

Total

$41,942 

38,129

38,129

53,045

169,744

$340,988 

$102,296 

3,000

10,000

24,480

$44,480 

$785,373 

$455,517 

$103,000 

50,000

$153,000 

$100,000 

$44,970 

$801,375 

$464,797 

$1,266,172 

DY5

Total

$43,200 

39,273

39,273

54,636

$100,000 

$2,000 

5,000

3,000

10,000

24,970

5,000

2,000

$17,000 

$106,090 

50,000

$156,090 

40,000

40,000

$5,000 

$5,000 

10,000

5,000

2,000

$17,000 

174,836

$351,218 

$105,365 

40,000

40,000

$80,000 

$1,292,212 

3,000

10,000

25,469

$45,469 

$817,856 

$474,356 

$109,273 

50,000

$159,273 

$100,000 

$2,000 

5,000
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Budget

		DSRIP Budget Projections

		NAME OF FACILITY



		Expense Category						DY2 Annualized				DY3				DY4				DY5

		A. Personnel

		Name and Title		Salary		FTE		Total				Total				Total				Total

		SVP Patient Safety/Quality Management & Regulatory Affairs (Project Leader)		179,700		0.22		$39,534				$40,720				$41,942				$43,200

		, ACO Medical Director (Champion)		179,700		0.2		35,940				37,018				38,129				39,273

		Sr. Mgr. of Budget and Reimbursement		160,000		0.2		35,940				37,018				38,129				39,273

		To be hired, Data Analyst		50,000		1		50,000				51,500				53,045				54,636

		To be hired, Asthma Educators (RN)		80,000		2		160,000				164,800				169,744				174,836

		Subtotal Personnel						$321,414				$331,056				$340,988				$351,218

		B. Fringe Benefits @ 30%

		Subtotal Fringe Benefits						$96,424				$99,317				$102,296				$105,365

		C. Equipment

		Interfaces with community partners – # @ $Rate						40,000				40,000				40,000				40,000

		Information technology						40,000				40,000				40,000				40,000

		Subtotal Equipment						$80,000				$80,000				$80,000				$80,000

		D. Travel

		Travel, meals & seminars, # staff						$5,000				$5,000				$5,000				$5,000

		          Subtotal Travel						$5,000				$5,000				$5,000				$5,000

		E. Supplies

		Home environmental safety equipment – mattress and pillow covers for patients						10,000				10,000				10,000				10,000

		Tablets and cell phones for staff- 3 staff						5,000				5,000				5,000				5,000

		Office supplies and expenses						2,000				2,000				2,000				2,000

		          Subtotal Supplies						$17,000				$17,000				$17,000				$17,000

		F. Contractual

		Physician fees – [Name of Doc]						$100,000				$103,000				$106,090				$109,273

		Software development/Maintenance						50,000				50,000				50,000				50,000

		          Subtotal, Contractual						$150,000				$153,000				$156,090				$159,273

		G. Construction

		Construction Costs						$100,000				$100,000				$100,000				$100,000

		H. Other Direct Costs

		License and certification, 2 asthma educators  @ $1,000  						$2,000				$2,000				$2,000				$2,000

		Staff training, 3 staff						5,000				5,000				5,000				5,000

		Continuing medical education, 3 staff						3,000				3,000				3,000				3,000

		Patient incentives						10,000				10,000				10,000				10,000

		Office lease 						24,000				24,480				24,970				25,469

		          Subtotal, Other Direct Costs						$44,000				$44,480				$44,970				$45,469

		I. Total Direct Costs

		          Subtotal Direct Costs (A-G)						$769,838				$785,373				$801,375				$817,856

		J. Indirect Costs 

		          Subtotal Indirect Costs						$446,506				$455,517				$464,797				$474,356

		J. Total Direct and Indirect Costs

		          TOTAL DIRECT AND INDIRECT COSTS						$1,216,344				$1,240,890				$1,266,172				$1,292,212







Cost Avoidance

		Annualized Impact of Program on Population

												Cases		Reduction In Days		ALOS Savings		Revnue Loss		Cost Savings		Total Impact

				Adult Target Goals

				Readmission Recuction (20%)		355		1,427		20%		(71)		(285)		4.02		$   (206,823)		$   (531,589)		$   (738,412)

				Overall Length of Stay Reduction 1 day								(285)		(285)		1.00				(531,589)		(531,589)

				Subtotal								(356)		(571)				$   (206,823)		$   (1,063,178)		$   (1,270,001)

				Pediatric Target Goals																1406.637755102

				Readmission Recuction (20%)		355		966		20%		(72)		(196)		2.72		$   (418,724)		$   (275,474)		$   (694,198)

				Overall Length of Stay Reduction .5 days								(289)		(145)		0.50				(203,567)		(203,567)

				Subtotal								(361)		(341)				$   (418,724)		$   (479,042)		$   (897,766)

				ER Target Goals

				Readmission Recuction (20%)								(574)						$   (202,048)		$   (121,688)		$   (323,736)

				Total Annual Savings														$   (827,595)		$   (1,663,908)		$   (2,491,503)
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