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Objectives:

1) Identify the financial, clinical, regulatory and operational considerations when evaluating the 

addition of a service line to your ASC.

2)  Be able to put together an effective business plan for adding a service line.
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Let’s start with the four 
critical elements:

Financial analysis

Clinical considerations

Regulatory challenges

Operational excellence

Scenario:

You are an equity partner in an ASC and are on the Board. The center has two Operating Rooms and 
a Procedure Room.  At present, the ASC performs Pain, ENT and General Surgery procedures. The 
volumes are such that one of the Operating Rooms sits idle nearly all week. You are approached by an 
orthopedic group who needs more outpatient operating room time. 

How would you go about evaluating this opportunity?
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Financial analysis

Clinical considerations

Regulatory challenges

Operational excellence

Financial Analysis:

Information you will need to complete the financial analysis:

1) Anticipated volume by primary CPT code

2) Payer mix and reimbursement by payer by CPT

3) Direct case cost by procedure (personnel, supplies, implants)

4) OR time by surgeon and procedure type (Dr. X takes 90 minutes to complete a TKA)

5) Capital equipment and instrumentation investment needed
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Primary CPT® Code Description Commercial 1 Commercial 2 Commercial 3 MCR Year 1 Year 2 Year 3 Year 1 Year 2 Year 3

26055 Trigger Finger Release $856 $891 $1,141 $713 $861 250 258 268 $215,236.88 $221,693.98 $230,303.46
64721 Carpal Tunnel Release $956 $996 $1,275 $797 $962 250 258 268 $240,594.38 $247,812.21 $257,435.98
29821 Shoulder Arthroscopy $1,543 $1,608 $2,058 $1,286 $1,553 150 155 161 $232,926.75 $239,914.55 $249,231.62
29827 RCR $3,364 $3,504 $4,485 $2,803 $3,385 75 77 80 $253,846.69 $261,462.09 $271,615.96
29881 Knee Arthroscopy $1,543 $1,608 $2,058 $1,286 $1,553 200 206 214 $310,569.00 $319,886.07 $332,308.83
25607 Distal Radius Fx Repair $4,844 $5,046 $6,459 $4,037 $4,875 50 52 54 $243,733.88 $251,045.89 $260,795.25
28298 Bunionectomy $3,364 $3,504 $4,485 $2,803 $3,385 100 103 107 $338,462.25 $348,616.12 $362,154.61
27447 TKA $10,332 $10,763 $13,776 $8,610 $10,397 250 258 268 $2,599,143.75 $2,677,118.06 $2,781,083.81
29888 Repair of ACL $4,648 $4,841 $6,197 $3,873 $4,677 100 103 107 $467,664.75 $481,694.69 $500,401.28
64718 Transposition of Nerve $956 $996 $1,275 $797 $962 50 52 54 $48,118.88 $49,562.44 $51,487.20

$4,950,297 $5,098,806 $5,296,818

Primary CPT® Code Description
Direct Case 

Cost
Average OR 
Time (min)

OR Staff Cost 
per Hour OR Personnel Cost

Total Cost per 
Case Year 1 Year 2 Year 3

26055 Trigger Finger Release $85 30 $66 $33 $118 $185,737 $191,309 $198,738
64721 Carpal Tunnel Release $180 45 $66 $50 $230 $183,219 $188,716 $196,045
29821 Shoulder Arthroscopy $386 60 $66 $66 $452 $165,127 $170,081 $176,686
29827 RCR $1,850 100 $110 $183 $2,033 $101,347 $104,387 $108,441
29881 Knee Arthroscopy $340 60 $66 $66 $406 $229,369 $236,250 $245,425
25607 Distal Radius Fx Repair $2,450 75 $66 $83 $2,533 $117,109 $120,622 $125,306
28298 Bunionectomy $1,200 60 $66 $66 $1,266 $211,862 $218,218 $226,693
27447 TKA $6,600 90 $110 $165 $6,765 $907,894 $935,131 $971,446
29888 Repair of ACL $1,950 90 $110 $165 $2,115 $256,165 $263,850 $274,096
64718 Transposition of Nerve $150 60 $66 $66 $216 $37,319 $38,438 $39,931

$2,395,147 $2,467,002 $2,562,807

Contribution Margin Worksheet

Annual Contribution 
Margin

(Revenue per case - Total 
Cost per case) x
Annual Volume 

TOTAL

TOTAL

Reimbursement Estimated RevenueAnnual VolumeEstimated 
Weighted 
Average 

Reimbursement
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C A P ITA L  E Q U IP M E N T

Key considerations for Financial Analysis:

• Have you negotiated favorable contract rates for the 

proposed CPTs? Implant reimbursement?

• Do you have a mechanism to fund the capital 

investment?

• Is the timeframe to reach breakeven acceptable? (In our 
example it would be about five months)

• Will a move to capitated reimbursement or bundled 
payments affect your assumptions?

C-arm $140,000
Mini C-arm $80,000
Specialty OR Table $40,000
Arthroscopy Towers $200,000
Instrument sets and pans $200,000
Power equipment (saws, drills) $120,000
Cameras, Arthroscopes $80,000
Positioning Equipment $40,000
Stretchers $35,000
Monitors $15,000
Misc. equipment $50,000

$1,000,000
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Financial analysis
Clinical considerations

Regulatory challenges
Operational excellence

Clinical Considerations:

1) Does the staff have the necessary competencies for the proposed specialty?

2) Have clinically appropriate patient selection guidelines been created and communicated? 
a.  What impact will these have on case volume?

3)   Contingency planning:  What can go wrong specific to the proposed specialty?
a.  Rescue equipment, instrumentation
b.  Medications
c.  Biologics
d.  Staff training
e.  Hospital privileges 

4)    Do clinical pathways need to be developed?
a.  Office, pre-op, intra-op, post-op

5)    Anesthesia involvement in decision
a. Do they have experience managing the specialty?
b. Specific skill sets- i.e. peripheral nerve blocks
c. ERAS protocols
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Financial analysis

Clinical considerations

Regulatory challenges

Operational excellence

Regulatory Challenges:

1) Have the planned procedures been approved to be performed in an ASC?

a. CMS ASC Approved Procedure List (APL)
b. By payers
c. State specific regulation- i.e. Need for Exception to perform TJR in PA

2) Will you need 23 hour stay capability? Is it allowed in your state?

3) Do you need to inform your accrediting body that you are adding a specialty?
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Financial analysis

Clinical considerations

Regulatory challenges

Operational excellence

Operational excellence:

1) How will the ASC and practice work together to optimize communication and the patient experience?
a. Scheduling, patient teaching, pre-op testing, discharge instructions, follow-up appointments
b. Patient optimization or cancellation

2) Is the ASC staff well-versed in the clinical pathways?

3) Physical space for the new equipment

4) Sterile processing requirements, capacity, flow, timing

5) Pre-op and PACU space requirements, understanding patient flow

6) Adequate staffing for the specialty (this may also include non-clinical staff) and volume increase
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Summary:

Adding a new Service Line to your ASC can be a solid strategy to drive long-term success. Careful analysis, planning 

and execution are essential. Putting together a solid business plan will help inform decisions and help the center 
avoid costly missteps. Inclusion of the four critical elements in your plan is a good place to start. You may find 
elements unique to your situation to add to the plan. 

Including various stakeholders from the beginning is critical. These may include your Medical Director,  Anesthesia 

providers, Nursing leadership, Supply Chain and Business Office management. Ultimately, the opportunity will need 
to be presented to the ASC Board for consideration.

Thank you!!!

Please refer to the following attachments to help with your planning:

1) Contribution Margin Worksheet

2) Planning Sheet
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