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Cost Accounting Methods

Source: Why a more modern cost accounting approach in healthcare is needed post-COVID-19  HFMA



Ratio Cost to Charges
CCR has significant 
limitations, however, 
when it comes to 
understanding the true 
costs of care at more 
granular levels, such as 
by payer or service line 
within individual 
hospitals.

Charges do not incorporate variations in patient acuity or care.
Charges provide a skewed view of administrative costs.
Charges do not accurately convey labor or specialty costs. 





The Future In Full Bloom



Patient Variation
3517045001 - HC CT HEAD-BRAIN W-O DYE 5.1 

13-17 6.3 

Patient A 7.0 

Patient B 5.0 

Patient C 16.0 

Patient D 18.0 

18-29 5.8 

Patient E 8.0 

Patient F 3.0 

Patient G 8.0 

65 and Over 4.9 

Patient H 3.0 

Patient I 13.0 

Patient J 6.0 

Patient K 18.0 

Patient L 9.0 

Patient M 20.0 



Ideas for Enhancements to Cost Data
• Adjust Medicaid Revenue for Medicaid Expansion Assessment and Revenue
• Adjust Net Revenue for DSH,IME Payments for Medicare and Medicaid
• Create Time Stamps for Outpatients in a Bed
• Create time stamps for actual Inpatient Time in a Bed
• Create durations for time driven procedures from the EHR: Radiology, OR, Transport, Appts,ED 
• Create cost allocations for typical overhead areas: Telemetry, Patient Access
• Allocate physician cost based on Physician Compensation

• Detailed Cost Drivers:
Beyond just labor and supplies, innovative cost accounting identifies granular cost drivers 
like specific equipment usage, room time, and medication administration to pinpoint areas 
for optimization.



Typical Cost Data



Next Level Cost Data
• Service Line Analysis:
Breaking down costs by service line (e.g., 
cardiology, oncology) enables a deeper 
understanding of profitability and cost drivers 
within each specialty area, allowing for 
targeted cost reduction strategies.

I use SG2



Next Level Cost Data



Next Level Cost Data



Looking at Cost Data as a Statement

The Future In Full Bloom



Cases

Total 
Cost Per 

Case Cases

Total 
Cost Per 

Case Cases

Total 
Cost Per 

Case

Building and Equipment 110 493 295 435 141 509
Building Depreciation 110 62 295 55 141 63
Equipment Depreciation 110 201 295 173 141 210
Rent 110 74 295 72 141 76
Repairs and Maintenance 110 123 295 106 141 127
Utilities 110 33 295 29 141 33

Other 110 2,382 295 2,017 141 2,443
Care Coordination 110 3 295 2 140 1
Corporate 110 1,830 295 1,536 141 1,875
Insurance 110 9 295 9 141 10
Interest and Amortization 110 69 295 63 141 70
Malpractice 110 20 295 18 141 21
Other 110 46 295 43 141 48
Other Operating Revenue 110 (245) 295 (227) 141 (243)
Physician Services 110 152 295 127 141 153
Professional Fees 110 83 295 74 141 89
Purchased Services 110 416 295 374 141 420

Salaries and Benefits 110 3,014 295 2,677 141 2,897
Allied Health 110 199 295 230 141 204
Benefits 110 322 295 295 141 327
Clinical and Admin Support 110 546 295 509 141 522
Contract Labor 110 557 295 501 141 547
Management 110 81 295 74 141 83
Mid-Levels 110 33 295 28 141 34
Physicians 0 0 0 0 1 214
RN (Nursing) 110 945 295 743 141 830
Technician 110 331 295 297 141 348

Supplies and Pharmacy 110 6,226 295 5,039 141 5,941
Drugs 110 178 295 180 141 164
Implants 110 4,809 295 3,810 141 3,744
Medical Supplies 110 835 295 693 141 1,609
Non-Medical Supplies 110 56 295 50 141 57
Other Medical Supplies 110 348 295 306 141 367

  Section 110 12,116 295 10,169 141 11,790

1275850430 1366489874 1689718132
Primary Knee Replacement

Cases

RN 
Nursing 

Staff 
Time

Mid 
Levels 
Staff 
Time

Technicia
n Staff 
Time

RN 
Nursing 

Staff 
Time

Mid 
Levels 
Staff 
Time

Technicia
n Staff 
Time

Primary Knee Replacement 546 76,245 37,616 59,988 139.6      68.9         109.9      
1275850430 110 16,745 8,884 12,970 152.2      80.8         117.9      
1366489874 295 36,841 10,698 28,984 124.9      36.3         98.3         
1689718132 141 22,659 18,034 18,034 160.7      127.9      127.9      

Cost Per Physician



Cardiology Service
1Q 2Q 
2024

3Q 4Q 
2024

 2024 
February 

Cases

2025 
February 

Cases
Ablations 81             69             82             46             
Angioplasty 5                6                2                4                
Cardiac Recorder 56             69             64             25             
CARDIOMeM 0                -            -            -            
Cardioversion 66             57             76             48             
Diagnostic Cath 176           191           134           136           
Echocardiograms - other 1,090       1,241       1,010       674           
EPS 12             24             12             18             
ICD Insertions 31             24             29             13             
ICD Removal 14             8                12             1                
ICD Revision 0                0                -            -            
Other Cardiac Cath Proc Test 1                1                4                2                
Pacemaker ICD Leads 8                4                6                4                
Pacemaker Insertion 39             33             33             14             
Pacemaker Removal 1                1                -            -            
Pacemaker Revision 1                0                1                1                
Percutaneous Balloon Valvuloplasty 0                -            -            -            
Revascularization 7                8                3                9                
Stent - Bare Metal 0                -            -            3                
Stent - Drug Eluting 93             99             72             100           
Stress Tests 109           121           97             114           
TAVR 10             9                9                6                
Transesophageal Echocardiogram - TEE 76             75             68             40             
Transthoracic Echocardiography - TTE 114           93             130           81             
Watchman 16             17             20             14             
(blank) -            -            
Grand Total 2,005       2,146       1,864       1,353       

Custom Service Lines



Downstream Revenue

Physician Billing Summary - Charge Charge Level - Matched Payments Costs - Direct Cost Encounter Level - Total Charges Adjusted Net Revenue Costs - Direct Cost Contribution Margin

1006708 - GUZMAN. LUIS A $219,129 $28,560 $332,235 $1,034,759 $258,201 $133,954 ($179,429)
1133 - LORVIDHAYA. PEEM $2,181,120 $541,190 $721,613 $15,710,554 $4,652,432 $2,721,195 $1,750,813
16809 - CARLSON JR. DANIEL $1,103,589 $276,689 $589,767 $12,407,676 $3,446,934 $2,491,463 $642,392
16949 - FREEMAN. ARIEL $416,212 $127,861 $48,270 $1,077,444 $396,552 $237,875 $238,268
26841 - FRY. MINDI $367,100 $112,384 $168,140 $1,065,936 $367,289 $218,629 $92,905
28399 - KHAN. EJAZ M $1,501,760 $400,358 $669,104 $9,756,458 $2,921,299 $1,741,015 $911,538
30727 - TOMDIO. ANNA N $1,326,885 $266,157 $651,628 $5,058,054 $1,508,122 $703,831 $418,819
31326 - SCHATZ. AARON $1,003,960 $272,954 $603,688 $1,483,326 $528,266 $338,491 ($140,959)
3297 - GOTSIOS. ELIZABETH P $184,748 $55,412 $22,605 $511,873 $200,581 $103,017 $130,371
37254 - FINDLEY. CLARENCE M $1,442,614 $284,043 $732,895 $5,551,463 $1,735,399 $768,116 $518,430
4785 - BIRD. ELIZABETH $341,853 $113,263 $41,842 $1,003,684 $362,378 $201,115 $232,684
842 - CLEMO. SIMON HENRY FRANCIS $75,202 $26,968 $45,234 $539,704 $164,234 $111,018 $34,951

Total Row Section $10,164,172 $2,505,838 $4,627,022 $55,200,931 $16,541,688 $9,769,720 $4,650,784

Professional Billing Downstream HB



Quality Impact on Costs



Day of Stay Cases Direct Cost per Case
Day 0 80 $213
Day 1 344 $1,698
Day 2 339 $1,798
Day 3 330 $1,358
Day 4 307 $1,222
Day 5 255 $1,077
Day 6 210 $1,277
Day 7 181 $1,341
Day 8 151 $1,170
Day 9 117 $1,572
Day 10 100 $1,257
Day 11 91 $1,142
Day 12 78 $1,347
Day 13 67 $1,259
Day 14 57 $1,062
Day 15 43 $2,295
Day 16 35 $1,808
Day 17 29 $1,578
Day 18 24 $943
Day 19 22 $837
Day 20 16 $862
Day 21 15 $1,988
Day 22 14 $1,292
Day 23 9 $1,111
Day 24 9 $2,206
Day 25 8 $873
Day 26 7 $1,163
Day 27 7 $1,730
Day 28 6 $1,830
Day 29 6 $1,445
Day 30 6 $2,556
Day 31 5 $4,877
Day 32 5 $1,990
Day 33 4 $1,038
Day 34 4 $1,105
Day 35 4 $1,426
Day 36 4 $1,351
Day 37 4 $1,120
Day 38 3 $1,228
Day 39 3 $1,009

Should  We Pay SNF and Discharge Patient?







Predictive Statistical Forecasts



Predictive Statistical Forecasts
DOW Date Type

Saturday 3/1/2025 Actual
Sunday 3/2/2025 Actual
Monday 3/3/2025 Actual
Tuesday 3/4/2025 Actual
Wednesday 3/5/2025 Actual
Thursday 3/6/2025 Actual
Friday 3/7/2025 Actual
Saturday 3/8/2025 Actual
Sunday 3/9/2025 Actual
Monday 3/10/2025 Actual
Tuesday 3/11/2025 Projected
Wednesday 3/12/2025 Projected
Thursday 3/13/2025 Projected
Friday 3/14/2025 Projected
Saturday 3/15/2025 Projected
Sunday 3/16/2025 Projected
Monday 3/17/2025 Projected
Tuesday 3/18/2025 Projected
Wednesday 3/19/2025 Projected
Thursday 3/20/2025 Projected
Friday 3/21/2025 Projected
Saturday 3/22/2025 Projected
Sunday 3/23/2025 Projected
Monday 3/24/2025 Projected
Tuesday 3/25/2025 Projected
Wednesday 3/26/2025 Projected
Thursday 3/27/2025 Projected
Friday 3/28/2025 Projected
Saturday 3/29/2025 Projected
Sunday 3/30/2025 Projected
Monday 3/31/2025 Projected

3,139 257 24 94 $32,350,193Mar Monthly Budget 1,618 421 421 310
3,389 279 28 121 $33,392,186Monthly Total (Actual + Projection) 1,616 504 519 284

99 12 3 5 $1,261,767March 51 16 15 6
108 1 3 $578,820March 50 14 16 8
112 1 3 $648,834March 51 14 16 11
109 11 1 4 $1,334,625March 52 17 17 10
110 13 1 5 $1,337,822March 53 19 16 8
114 10 1 4 $1,323,111March 49 15 19 8
110 10 1 5 $1,244,757March 53 16 16 6

99 12 3 5 $1,261,767March 51 16 15 6
108 1 3 $578,820March 50 14 16 8
112 1 3 $648,834March 51 14 16 11
109 11 1 4 $1,334,625March 52 17 17 10
110 13 1 5 $1,337,822March 53 19 16 8
114 10 1 4 $1,323,111March 49 15 19 8
110 10 1 5 $1,244,757March 53 16 16 6

99 12 3 5 $1,261,767March 51 16 15 6
108 1 3 $578,820March 50 14 16 8
112 1 3 $648,834March 51 14 16 11
109 11 1 4 $1,334,625March 52 17 17 10
110 13 1 5 $1,337,822March 53 19 16 8
114 10 1 4 $1,323,111March 49 15 19 8
110 10 1 5 $1,244,757March 53 16 16 6

95 15 3 5 $1,452,404March 51 26 20 13
122 2 $559,885March 45 11 20 12
109 2 1 $610,670March 55 11 13 14
112 20 6 $1,045,648March 59 21 26 13
110 20 1 7 $1,270,923March 66 24 11 10
131 11 1 5 $1,490,410March 50 19 23 8
106 16 1 3 $1,189,912March 54 13 11 8
100 15 1 4 $1,438,309March 50 18 16 18
106 1 $497,477March 51 14 19 9

Revenue
March 59 14 17 14 113 5 $647,340

ED Admits ED Visits OR & ORC Cath/EP Deliveries

Stafford Hospital Projections

Month Pt Equiv Admissions Discharges



Predictive Statistical Forecasts
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