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Why Budgets Are Important

• Plan for the future
• Tells a story
• Very simple process- takes time
• See the impact of decisions
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• House Keeping Items
• Financial Statements
• Chart of Accounts

• Background
• Data Review
• Revenue Estimates
• Cost Estimates
• Tie It Together
• Monitoring

Agenda
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Balance Effort With Results…

Progressively 
smaller increase 
in results as one 
increases the 
time/energy 
addressing an 
issue.
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Four Major 

Financial Statements

Balance Sheet

Profit and Loss 
Statement (Income 
Statement)

Statement of 
Retained Earnings

Statement of 
Cash Flows
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What Do They Tell Me?

Statement 
of Cash Flows

• Revenue

• Expenses

Income 
Statement 

• Change in 
cash on hand

Statement of 
Retained Earnings 

• Cumulative 
balance of 
undistributed 
profit

Balance Sheet 

• Overall 
financial 
position of the 
practice
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Income or Profit and Loss Statement
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Practice Allocation Methods

Billed Charges or Collections Received

Professional Services vs. Ancillary Services

Building / Lease Square Footage

Janitorial & Utilities

Employees- FTE

Retirement Plan & Health Insurance Benefits
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Chart of Accounts

• System to categorized:
• Assets
• Liabilities
• Owner’s Equity
• Income
• Expenses

• Logical system is key to 
efficient recording/reporting
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Chart of Accounts…Why So Important?

• The chart of accounts is like the framework of shelves and storage 
bins in a warehouse. Accounts are the specific "bins" that hold 
accounting transactions. The chart of accounts is simply the organized 
list of all the bins and shelves.

• Month end financial statements (balance sheet and income statement) 
simply summarize and group the balances that are in the individual 
accounts at month end.

• Accordingly, financial statements can be no more detailed or 
informative than the underlying chart of accounts structure.

https://www.toptal.com/finance/interim-cfos/chart-of-accounts-structure

https://www.toptal.com/finance/interim-cfos/chart-of-accounts-structure
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General Chart of Accounts Groupings

1. Assets: Cash, Accounts Receivable, Prepaid Expenses, 
Fixed Assets, Intangibles, etc.

2. Liabilities: Accounts Payable, Accrued Expenses, Credit 
Card Payable, Line of Credit, Loans Payable, etc.

3. Equity: Common Stock, Additional Paid In Capital, Retained 
Earnings, Dividends, Partner Capital Accounts, 
Distributions, Owners Equity, Owenrs Draw, etc.

4. Income: Practice Receipts, Miscellaneous Income
5. Expenses: Operating Costs For Practice, etc.
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Chart of Accounts
Usually set up by the accountant when practice opened

1. Naming
• 5000- Staff Wages

2. Ordering
• 5010- Receptionists
• 5020- Medical Assistants
• 5030- Nurses 
• 5040- Billing staff

3. Roll Up
• Work Location
• Work Group
• Work Type
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Chart of Accounts General Groupings

1000 Bank/Clearing Accounts
2100 Credit Card & Clearing Accounts
2200 Payroll Tax Payable
2400 Benefits Payables
2500 Loans
4000 Income/Revenue
5000 Non-Provider Compensation & Benefits
6000 General and Administrative Expenses
7000 Medical Supplies & Services
8000 Non-Owner Provider Compensation & Benefits
9000 Owner Compensation & Benefits
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4000- Income/Revenue

4000 Professional Fees
4010 Insurance ETF
4011 Credit Cards
4012 OTC Deposits
4013 Mail Deposits
4014 EFT Recoupment
4015 Deposit- Unspecified
4016 Incentive Checks (PCMH, Etc)
4017 Capitation Payments (Medicaid)
4018 Capitation Payments (Commercial)
4019 Pharmacy
4020 DME
4900 Other Medical Revenue

4500 Refunds
4510 Patient Refunds
4520 Insurance Refunds

Prefer to track 
income by source of 
revenue than by 
provider.  

You can always report 
the provider source of 
payments with billing 
system.  Why do it 
twice?
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5000 Support Staff Compensation and Benefits
5100 Salaries-Support Staff

5110 Salaries-Administration
5120 Salaries-Billing
5130 Salaries-Clinical Support
5140 Salaries- Receptionists
5160 Salaries-Other
5170 Support Staff Deferred Compensation
5180 Support Staff Severance
5190 Support Staff 401K

5195 Support Staff Per Diem
5200 Support Staff Bonuses
5300 Payroll Taxes
5400 Support Staff Benefits

5410 Support Staff Insurance

5411 Support Staff Insurance - Medical
5412 Support Staff Insurance-Dental
5413 Support Staff Insurance-Life
5414 Support Staff Insurance-Disability
5415 Support Staff Insurance-Workers' Compensation
5418 Support Staff Insurance - Vision

5500 Temporary Staff Expenses
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6000- General and Administrative Expenses

6000 General and Administrative Expenses 6330 Administrative Expenses
6380 Practice Education, Licensure, and Accreditation 
Expenses

6820 Information Technology Software

6100 Building and Occupancy Expenses 6331 Office Supplies 6381 Licenses
6821 Information Technology Software 
Purchase

6120 Building and Facilities Rent/Lease 6332 Office Equipment 6382 Books and Subscriptions
6822 Information Technology Software 
Development

6140 General Maintenance 6333 Office Lease 6383 Educational Materials
6823 Information Technology Software 
Maintenance

6150 Utilities
6334 Offsite Storage - Office Supplies and 
Equipment

6390 Other Administrative Supplies and Services
6824 Information Technology 
Subscriptions

6151 Utilities-Water 6335 Gifts 6391 Bank and Credit Card Processing Fees 6830 Information Technology Supplies

6152 Utilities-Electricity 6340 Purchased Professional Services 6392 Interest Expense 6831 Computer Lines

6153 Utilities-Waste Disposal 6341 Accounting Services 6400 Employee Meals and Meetings 6832 Computer System - EMR Expenses

6155 Other Utilities 6342 Legal Services 6500 Employee Relations
6833 Computer System - non-EMR 
Expenses

6160 Property Taxes 6345 Consulting Services Fees 6600 Marketing
6834 Computer Sytem - Network 
Equipment

6170 Housekeeping/Maintenance 6346 Consulting Services Travel 6620 RV Rental 6840 Information Technology Services
6171 Housekeeping/Maintenance- 
Supplies

6347 Other Professional Services 6650 Charitable Donations 6844 Website

6180 Security 6350 Purchased Services 6700 Insurance 6850 Telephone Services

6190 Other Occupancy Expense 6351 Answering Services 6710 Business and Casualty Insurance 6851 Telephone - Data Lines
6200 Administrative Furniture, Fixtures, and 
Equipment

6352 Triage Service 6720 Professional Liability Insurance 6852 Telephone - Voice Lines

6300 Administrative Supplies and Services 6353 Biohazardous Waste Removal 6800 Information Technology 6853 Cell Phone Services
6310 Postage, Shipping and Courier 
Services

6356 Payroll Services 6810 Information Technology Equipment

6311 Postage Lease 6357 Patient billing services 6815 Information Technology Remote Support

6320 Printing and Copying
6358 Other General and Administrative 
Purchased Services

6370 Library/Books and Subscriptions
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7000- Medical Supplies & Services

7000 Medical Supplies and Services

7100 Medical Equipment

7110 Medical Equipment - Repairs and Maintenance

7200 Vaccines and Injectibles

7400 Laboratory Expenses

7420 Laboratory Supplies

7430 Laboratory Services

7500 Linens

7800 Offsite Storage - Medical Records and Supplies
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8000- Provider Expenses
8000 Provider Expenses

8200 Employed Physician Compensation and Benefits 8300 Non-Physician Provider Compensation and Benefits

8210 Employed Physician Compensation 8310 Non-Physician Provider Compensation

8220 Employed Physician Payroll Taxes 8320 Non-Physician Provider Payroll Taxes

8230 Employed Physician Insurance 8330 Non-Physician Provider Insurance

8231 Employed Physician Insurance - Medical 8331 Non-Physician Provider Insurance - Medical

8232 Employed Physician Insurance - Dental 8332 Non-Physician Provider Insurance - Dental

8233 Employed Physician Insurance - Life 8333 Non-Physician Provider Insurance - Life

8234 Employed Physician Insurance - Disability 8334 Non-Physician Provider Insurance - Disability

8235 Employed Physician Insurance - Vision 8335 Non-Physician Provider Insurance - Vision

8240 Employed Physician 401K 8340 Non-Physician Provider 401K

8250 Employed Physician Professional Development 8350 Non-Physician Provider Professional Development

8260 Employed Physician Bonuses 8360 Non-Physician Provider Bonuses

8280 Employed Physician Other benefits 8380 Non-Physician Provider Other benefits

8290 Employed Physician Retirement Contributions 8390 Non-Physician Provider Retirement Contributions

8400 Physician Contractor / Locum Tenans Compensation
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9000- Owner Expenses
9000 Owner Expenses
9100 Owner Compensation and Benefits

9110 Owner Compensation
9120 Owner Payroll Taxes
9130 Owner Insurance

9131 Owner Insurance - Medical
9132 Owner Insurance-Dental
9133 Owner Insurance-Life
9134 Owner Insurance-Short Term Disability
9135 Owner Insurance-Long Term Disability
9136 Owner Insurance-Long Term Care
9137 Owner Insurance - Vision
9138 Owner Insurance- Buy/Sell

9140 Owner 401K
9150 Owner Professional Development

9151 Owner Professional Development- Fees
9152 Owner Professional Development- Travel

9160 Owner Bonuses
9161 Owner Auto-Lease

9180 Owner Other benefits
9115 Owner Stipends
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Download Chart Of Accounts
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Departments & Classes

Departments Classes
Location 1 Dr. Smith
Location 2 Dr. Jones
Location 3 Dr. XYZ
Location 4 Dr. LMNOP
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Two Largest 
Expenses…

VaccinesLabor
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Labor Cost Allocation
1

2

3

4

5

6

Clinical Staff

Clerical Staff

Billing Staff

Administration

Physician Salary 
& Bonus

Ancillary Services
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Labor Cost

Labor Cost Item Direct Employer
Wages - Staff X
Wages - Physicians X
Wages - Overtime X
Bonuses - Staff X
Bonuses - Physicians X
Severance Pay X
Employer FICA X
Employer Medicare X

Workers’ Compensation Insurance X
Federal Unemployment X
State Unemployment X
Vacation Pay X
Holiday Pay X
Sick Pay X
Parking X

Employer Provided Health Insurance X

Employer Provided Life Insurance X

Employer Provided 401 K Contributions X

Employer Provided IRA Contributions X
Employer Provided Pensions & 
Retirement X
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KPI’s Needed For Budgeting

Revenue 
per 

Encounter

Encounters 
per Day

Days per Year 
the Provider 

Works
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1. Revenue per Encounter
27

Encounter Revenue / Office Encounters

$500,000 / 4,000
$125.00 Per Visit
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2. Encounters per Day
28

Total Encounters / Provider Days

4,000 / 200
20 Encounters Per Day
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Revenue Per Encounter
29

Patients 

Seen

Estimated 

Revenue 

Generated

Revenue 

Per 

Encounter

Provider 1 1,751 216,000$        123.36$     

Provider 2 3,600 422,100$        117.25$     

Provider 3 1,875 228,600$        121.92$     

Provider 4 (Owner) 4,500 530,550$        117.90$     

By Provider:

1. Number of office visits

2. Total revenue generated

Run for an entire 12-month period 
to pick up seasonal variations.
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Estimate 
Future Revenue?
How Do I Use This Information 
To Estimate Future Revenue?

Now that you have the revenue per encounter by month, 
you will estimate the number of days each provider will 
work along with the number of patients they will see each 
day for a monthly total. This will calculate the expected 
revenue per month to be used in your practice budget.

For employed physicians, this method can
also be used to validate the numbers used

during your contract negotiations. 
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What Does Revenue Per Encounter Tell Me?
31

Revenue per encounter is an excellent barometer of your financial health. There are many things 
that influence the revenue per encounter and consequently allow you to see the impact of things 
such as:

Are your claims being processed timely?

Are your claims being paid properly?

Are you being paid fairly?

Is your payor mix excellent, fair or poor?

Are you following proper CPT coding guidelines?
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3. Days per Year
32

Count actual days by month

Count weeks & week / year
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Revenue Per Encounter

Comparison of individual monthly revenue per 
encounter versus annual aggregated total.

n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Revenue Per Encounter

n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Revenue Per Encounter

n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Revenue Per Encounter

n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Revenue Per Encounter

~15.60% increase in Revenue Per Encounter (Q1-Oct)
n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Revenue Per Encounter

17.14% drop in Revenue Per Encounter (Aug-Oct)
n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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n=598 private practice Pediatricians (2019)
2,147,130 Appointments
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Cash Flow Considerations

1. Summer Check Up Vaccines
• Due August/September

2. Flu Vaccine Invoices
• Due November/December

3. Credit card payments delay cash outlay 30 days

4. Provider Bonuses
• Q3 bonuses are usually the strongest
• Q4 can usually see no increase (possible decrease)
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Let’s Make A Budget…

1. Estimate Revenue
2. Estimate Operating Costs
3. Estimate Provider Costs
4. Estimate/Plan Capital Expenses
5. Review (Make Sure You Can Do It)
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Expenses and revenue 
recognized when the cash 

changes hands

Less accurate model of 
revenue-expense relationship

Simpler

Cash Accrual

More complex

Matches revenue and 
expenses together

Required for organizations 
that follow GAAP
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Estimate Revenue
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Estimate Operating Costs
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Estimate Operating Costs
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Estimate Provider Costs
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Estimate Provider Costs
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Estimate / Plan Capital Expenses
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Review Projections
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Ways to Divide the Excess
54

Even Split

Split based on 
percentage of:
▪ Revenue 

Generated
▪ Charges 

Generated
▪ wRVU’s

Blend of Split & 
Productivity
▪ 25% Even Split and 

75% on Revenue/ 
Charges/wRVU’s

“Eat What You Kill”
▪ Individual margin after allocating 

vaccine cost
▪ Occurs when significant age 

variance of provider and/or 
patient population

▪ Sometimes occurs when one 
provider sees disproportionate 
share of Medicaid- which carry 
no vaccine drug costs

Individual Location 
profitability
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• 25% Even Split and 75% Based on Charges Generated

• Partner Clear = $650,000

• Partner Expenses Paid Via Practice= $83,200

•  Distribution Pot= $733,200

A B C D E F G H
A/(Sum A) Pot*0.25/3 B*0.75*Pot C + D E - F - G

Charges 
Generated

Charge 
%age

Even Split 
(25%)

Production 
Split (75%) Total Earnings Salary Drawn

Expenses 
Paid Amount Due

Partner 1 850,000$               36.56% 61,100$             201,039$         262,139$         185,000$         18,600$        58,539$             
Partner 2 775,000$               33.33% 61,100$             183,300$         244,400$         200,000$         35,400$        9,000$                
Partner 3 700,000$               30.11% 61,100$             165,561$         226,661$         120,000$         29,200$        77,461$             

2,325,000$           183,300$         549,900$         733,200$         505,000$         83,200$        145,000$         
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Load Budget Into AP System
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QuickBooks To Track Budgets
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QuickBooks To Track Budgets
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QuickBooks To Track Budgets
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QuickBooks To Track Budgets
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QuickBooks To Track Budgets
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QuickBooks To Track Budgets
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64



www.PediatricSupport.com 

65



www.PediatricSupport.com 

66

THANK YOU
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