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Background 

 PEBP does not currently sponsor an on-site primary care clinic in Reno, NV 
 PEBP would like to assess the viability of adding an on-site or near-site clinic in Reno, NV 
 The new on-site or near-site clinic service scope would include primary care, acute care and health coaching 
 PEBP engaged Aon Hewitt to perform a feasibility study for the proposed location in Reno, NV 
 This report provides: 

– Five-year pro forma projection of costs and savings looking at 4 Options 
– Staffing and space requirements  
– Approaches to community providers and specialty vendors 

– Relationships with community providers including: specialists, hospitals, Urgent Care centers, 
laboratories, imaging centers and other providers, are critical to the overall success of any employer 
sponsored health center 

– Toward that end, Aon Hewitt includes specific questions within it Employer Sponsored Health Center 
Request for Proposal documents during the vendor selection process that ask each potential vendor 
partner to describe their: 

– experience with creating closed panels of providers 
– criteria for inclusion and exclusion of providers 
– information/data requirements from the client and/or carrier in order to form their referral 

panels 
– timeline for making the closed panel operational   
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The Options 

Option 1 

• No updates to 
current plan 
design 

Option 2 

• Plans to 
enhance 
current HRA 
option to 
support PEBP  
clinic use in 
7/1/2017 

• Provides 
increased 
penetration 
assumptions 
based on 
preferred 
pricing 

Option 3 

• No updates to 
plan design 

• 32 hours of 
operation/week 

• Decreased 
clinic staff and 
reduced size 

Option 3B 

• No updates to 
plan design 

• 24 hours of 
operation/week 

• Decreased 
clinic staff and 
reduced size 
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Option 1 



Aon Hewitt  |  Health and Benefits 
Proprietary & Confidential  |  December 2016 5 

Methodology  
Our analysis was conducted by estimating potential expected direct and indirect revenue/savings as well as estimating expected 
start-up and operational costs. We then established three scenarios a “Worse-case,”  “Likely-case”  and “Good-case” to illustrate the 
financial risk associated with various clinic utilization assumptions.  
 

Key Assumptions: 
 Employees who  live  within pre determined Zip Codes (listed in the appendix) will use the proposed clinic. Based on the census, 

there are 2,168 employees who reside within this parameter.  
 Spouses and dependents (>2 years old) who live within pre determined Zip Codes (listed in the appendix) will also use the 

proposed clinic. Based on the census, there are 451 and 1,210 spouses and dependent, respectively, who reside within this 
perimeter.  

 Penetration rate (year one): the rate of medical services accessed at the on-site clinic by the members with access  
 In our Worse-case scenario, we assume 25% of Reno employees will use the clinic. In the Likely-case scenario, 35% 

utilization is assumed and the Good-case assumes 40% utilization.  
 Spouse and dependent (>age 2) penetration is assumed to be 7-9% less than the employees’ at 18%, 26% and 32% in the 

worse, likely and good case scenarios, respectively    
 Other assumptions: 

 2.76 visits/enrollee/year for office visits by the populations 
 Number and types of clinic staff including their wages, benefits and replacement costs; Clinic’s hours of operations (40/week)* 
 Build-out costs are assumed to be $300,000, amortized over a 5-year period with 5% discount for projection purposes 
 Direct and indirect cost avoidance using industry benchmarks and trends 
 Health care inflation (3%) 
 Start up costs, including everything involved with making the clinic ready for opening 
 Full projected operating budget 
 Net savings and net present value over five-year period, along with expected benefit-to-cost ratio  

* Additional scenarios reflecting fewer hours of operation also are included in this report  
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Executive Summary 
 The feasibility analysis assumes the new clinic will be located in Reno, NV  
 Using the “Worse,” “Likely” and “Good” case scenarios, which assumes a 25%, 35% and 40% penetration rate 

respectively, the results in the table below do show a break even in the likely and good case scenarios.  
 The NPV was based on available data using assumptions in the following four categories: 

– Penetration rate  
– Scope of services  
– Staffing  
– Cost of services available in the community 

 Calculations assume there is no existing property and that one would need to be acquired and renovated to meet all 
applicable codes and standards for providing high quality patient care 

 The following table summarizes the five-year financial results:   
 

 

Analysis Results Worse Case Likely Case Good Case 

5-Year Net Present Value ($570,339) $77,729 $427,623 

Year 5 Net Savings $102,902 $272,134 $364,260 

Cash Flow Breakeven Year 4 Year 3 Year 3 

Benefit to Cost Ratio 0.82 1.02 1.14 
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Data Sources 

HSB Primary Care 
utilization and 
cost 

Specialist care 
utilization and 
cost 

Inpatient 
services 
utilization  

Emergency room 
utilization and 
cost  

Population 
average plan 
cost 

Prescription drug 
utilization and cost 

PEBP Population 
demographics 

  

Aon Hewitt 
Assumptions 

Aon Hewitt Geo 
Access report  

National Onsite 
Clinic 
Administrators   
 Staffing 

salaries and 
benefits 

 Start-up and 
ongoing clinic 
expenses 

Population 
average wage 
 

  

Data Sources  

To prepare our projections we relied on a variety of data sources and industry benchmarks, including:  
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Penetration and Utilization 

The volume of clinic visits will significantly impact the financial results achieved. The on-site clinic utilization was 
calculated by estimating the assumed PEBP target population and the “penetration rate”. For employees we assumed 
rates of 25%, 35%, and 40% for the worse, likely, and good case scenarios, respectively. A dependent penetration factor 
percentage of 70%, 75% and 80% was applied to the employee penetration rates for the worse, likely, and good case 
scenarios, respectively. The spouse and dependent >2 penetration rates are  18%, 26%, and 32% (worse, likely and 
good case).   
 

Worse Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 25% 29% 33% 37% 41% 
Spouses 18% 20% 23% 26% 29% 
Dependents 18% 20% 23% 26% 29% 

Likely Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 35% 39% 44% 48% 52% 
Spouses 26% 29% 32% 35% 38% 
Dependents 26% 29% 32% 35% 38% 

Good Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 40% 44% 48% 52% 56% 
Spouses 32% 35% 38% 42% 45% 
Dependents 32% 35% 38% 42% 45% 
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Assumptions  
Our projections relied on the following assumptions:  
 

Population Demographics 
Projected number of office visits by the employee, spouse 
and dependents >2 population 
 2.76 physician office visits per member per year 

(employee, spouse and dependents >2) 
 The target population count of 2,168 employees, 451  

spouses, and 1,210 dependents >2  in the greater Reno 
area is based on the PEBP census as of October 2016. 

 

Direct Savings 
 Direct Savings refer to those expenses currently incurred 

by PEBP for primary and acute care related services that 
now can be provided through the on-site/near-site clinic. 
This category would include paid claims.  For example, if 
PEBP spends $1 Million on primary care claims in the 
greater Reno area and we assume that 30% of the same 
population now will get those services in the employer 
sponsored clinic, then we would expect to see $300,000 
in direct savings versus costs incurred without the 
presence of the clinic. 
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Assumptions (cont.) 

Revenue 
 Clinic patients will likely be charged for certain services.  These charges usually only apply to provider visits (seeing 

the MD, Physician Assistant or Nurse Practitioner) for reasons other than occupational health services, annual 
preventive services, health coaching, lab draws, immunizations/vaccinations, or routine monitoring visits. 

 For the various scenarios mentioned in the study, the co-pay of an acute episodic care and primary care visit in a 
CDHP with a Health Reimbursement Account was set at $15 for each visit. 

 Estimated Fair Market Value for Non-Occupational and Non Preventative Care visits for enrollees in a consumer 
directed high deductible plan with a Health Savings Account will be approximately $45/visit. This amount will be 
charged until the individual annual deductible amount has been satisfied. 
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Assumptions (cont.) 
Indirect Savings 
• Indirect savings are based upon successful operation of the clinic which leads to improved overall population health 

including chronic condition management and improved workforce productivity.  Please see the various definitions 
provided in the Appendix of this report. 

• To estimate productivity related savings we derived an Average Hourly Wage of $22.00/hour per employee based off of 
another similar client Aon Hewitt has worked with: 
– Employees average hourly wage: $22/hour 

Expenses 
• Amount of square footage for the clinic is estimated at 2,000 sq. ft. at a renovation cost of $150.00 per square foot, 

which calculates the “Start-Up Renovation/Build” costs to be $300,000.  This cost is amortized over a 5 year period. 
• Aon Hewitt applied a benchmark estimate of 1 square foot per employee to determine a 2,000 sq. ft. clinic for PEBP 
• The $150 renovation cost per square foot also is an estimate based upon typical market prices 
• Rent costs are based on an assumption of $1/square ft./month 

– Total cost is $24,000/year 
• Other startup costs include staff onboarding and training, information technology acquisition and installation, and vendor 

management fees 
• Full projected operating budget 
Trend Rates 
• Discount rate (5%);  
• Direct cost avoidance, as well as, indirect cost avoidance using industry benchmarks and trends; 
• Health care inflation (3%)  
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Projected Savings 

5 Year Projected Direct Savings for Worse Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Worse Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute    842  $41,137  $50,582  $61,012  $72,512  $85,172  
Urgent Ambulatory/Acute Episodic 
Care*        674  $30,368  $37,340  $45,040  $53,530  $62,876  

Immunizations/Vaccinations/ Allergy         168  $10,769  $13,241  $15,972  $18,982  $22,297  

Primary Care / Office Visits    1,264  $108,610  $133,546  $161,085  $191,447  $224,872  

Laboratory Services     421  $6,788  $8,347  $10,068  $11,966  $14,055  

Preventive Health Exams           737  $91,022  $111,920  $134,999  $160,444  $188,457  

Office Procedures*         105  $10,800  $13,279  $16,018  $19,037  $22,361  

Preventive Health Services/ 
Counseling             -    $0  $0  $0  $0  $0  

Other              -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)      608  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $149,746  $184,128  $222,097  $263,959  $310,044  
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Projected Savings 

5 Year Projected Direct Savings for Likely Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services  

Likely Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute      1,204  $58,782  $69,429  $81,143  $94,013  $108,135  
Urgent Ambulatory/Acute Episodic 
Care*             963  $43,394  $51,254  $59,902  $69,402  $79,827  

Immunizations/Vaccinations/ Allergy               241  $15,388  $18,175  $21,242  $24,611  $28,308  

Primary Care / Office Visits     1,806  $155,195  $183,308  $214,235  $248,214  $285,498  

Laboratory Services             602  $9,700  $11,457  $13,390  $15,514  $17,844  

Preventive Health Exams       1,053  $130,063  $153,623  $179,542  $208,018  $239,265  

Office Procedures*           150  $15,432  $18,228  $21,303  $24,682  $28,389  

Preventive Health Services/ 
Counseling               -    $0  $0  $0  $0  $0  

Other                 -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)        862  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $213,977  $252,737  $295,378  $342,227  $393,634  
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Projected Savings 

5 Year Projected Direct Savings for Good Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Good Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute     1,403  $68,539  $79,916  $92,412  $106,120  $121,140  
Urgent Ambulatory/Acute Episodic 
Care*       1,123  $50,597  $58,996  $68,220  $78,340  $89,428  

Immunizations/Vaccinations/ Allergy              281  $17,942  $20,921  $24,192  $27,780  $31,712  

Primary Care / Office Visits    2,105  $180,956  $210,995  $243,987  $280,179  $319,835  

Laboratory Services            702  $11,310  $13,187  $15,250  $17,512  $19,990  

Preventive Health Exams           1,228  $151,653  $176,827  $204,476  $234,807  $268,041  

Office Procedures*         175  $17,994  $20,981  $24,261  $27,860  $31,803  

Preventive Health Services/ 
Counseling               -    $0  $0  $0  $0  $0  

Other               -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)         997  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
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Proposed Staffing and Hours of Operation 

 The proposed staffing model below was determined by estimating the annual number of provider visits for primary and 
acute care to be approximately 2,400 per year and  2,000 non-provider visits 

 The staffing shown below is static for the entire five year period for the three scenarios of an Employee, Spouse and 
Dependents >2, 40 Hour Clinic 

 All costs are assumed to be fixed within the volume ranges shown below for all three scenarios 
 

 
 
 
 
 

 
 
 
 The analysis also assumes 40 hours of operation 5 days a week 

Position 2017 2018 2019 2020 2021 
Primary Care 

Physician 0.2 0.2 0.2 0.2 0.2 
Nurse Practitioner 0.8 0.8 0.8 0.8 0.8 
RN/Clinic Manager 0.5 0.5 0.5 0.5 0.5 
Health Coach 0.5 0.5 0.5 0.5 0.5 
Medical Assistant 1.0 1.0 1.0 1.0 1.0 

Total FTEs 3.0 3.0 3.0 3.0 3.0 

Days of Operation Open Close 

Monday 7:30 AM 5 PM 

Tuesday 7:30 AM 5 PM 

Wednesday 7:30 AM 5 PM 

Thursday 7:30 AM 5 PM 

Friday 7:30 AM 5 PM 
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Estimated Staffing Costs 

 The staff-related costs in the table below were calculated using the industry wage for a full-time staff in each of the 
identified roles. Benefits we assumed at 32% of annual wage for benefit eligible staff. We assume 3% annual cost 
inflation. 

 

Position FTE Annual 
Cost 2017 2018 2019 2020 2021 

Primary Care              Salary 
Physician $190,000 $38,000 $39,140 $40,314 $41,524 $42,769 
Nurse Practitioner/Clinic 
Manager $105,000 $84,000 $86,520 $89,116 $91,789 $94,543 

RN $66,000 $33,000 $33,990 $35,010 $36,060 $37,142 
Health Coach $50,000 $25,000 $25,750 $26,523 $27,318 $28,138 
Medical Assistant $40,000 $40,000 $41,200 $42,436 $43,709 $45,020 

Total Benefits (32% of wages) $70,400 $72,512 $74,687 $76,928 $79,236 
Total Payroll & Benefits Costs $290,400 $299,112 $308,085 $317,328 $326,848 
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Projected Start-Up Costs 

 The cost of renovation for an existing PEBP facility assumes a 2,000 square foot facility and $150 per square foot 

 
 
 

Start-Up Expense Total 

Primary Care 

Start Up/Build Out Renovation Costs $300,000 

Payroll & Benefits $16,000  

Furnishings, Equipment, Supplies $40,000  

Dues, Licenses and Permits $0  

Information Systems Hardware and Software $50,000  

Miscellaneous (Staff Recruitment, Training, Implementation.) $5,000  

Promotion and Communication $3,000  

Implementation Management Fee $10,000  

Travel $1,000  

Other Direct Expenses $0  

TOTAL START-UP & IMPLEMENTATION $425,000  
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Projected Operating Expenses 
 This slide shows proposed operating costs for the PEBP On-Site Clinic. As expected, the largest line item is salary 

and benefits for the clinic staff.   
Annual Projected Operating Expenses 2017 2018 2019 2020 2021 
Acute and Primary Care 

Payroll & Benefits $290,400  $299,112  $308,085  $317,328  $326,848  
Staff Training and Development $5,000  $5,500  $6,050  $6,655  $7,321  
Staff replacement $28,000  $30,800  $33,880  $37,268  $40,995  
Insurance- professional and general liability  $0  $0  $0  $0  $0  
Dues, Licenses and Permits $0  $0  $0  $0  $0  
Supplies- (Medical supplies, Vaccinations and injections 
supplies, Office Supplies, Lab Supplies) $24,000  $27,600  $31,740  $36,501  $41,976  

Equipment maintenance $12,000  $12,600  $13,230  $13,892  $14,586  
Professional services- third party lab diagnostic services  $0  $0  $0  $0  $0  
Information Systems Hardware and Software (includes 
EMR) $60,000  $66,000  $72,600  $79,860  $87,846  

Data lines $0  $0  $0  $0  $0  
Promotion and Communications $5,000  $5,000  $5,000  $5,000  $5,000  
Facility Cost $24,000  $24,000  $24,000  $24,000  $24,000  
Utilities - (Postal Services, Express Delivery, 
Gas/Electric, Hazardous & Other Waste Removal, 
Water/Sewage, Other Utilities) 

$18,000  $18,900  $19,845  $20,837  $21,879  

Miscellaneous – (Laundry, X-Ray Readings, Third Party 
Billing, Transcription, Phone, Fuel/Mileage, Taxes (non-
income), Janitorial Services) 

$10,000  $10,500  $11,025  $11,576  $12,155  

Other Direct Expenses $20,000  $21,000  $22,050  $23,153  $24,310  
Billed as incurred consumables $0  $0  $0  $0  $0  

Cost Breakdown and Fees $155,120  $157,734  $160,426  $163,198  $166,054  
5 Year Amortized Start Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  
General & Administration/Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  
Total $651,520  $678,746  $707,931  $739,268  $772,970  

*Note: Rent based on Reno real estate website 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Worse Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Worse Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $352,444  $460,934  $597,590  $748,625  $875,872  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $149,746  $184,128  $222,097  $263,959  $310,044  
Co-payment and Other Revenue $41,682  $48,351  $55,020  $61,689  $68,358  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $14,891  $22,179  $31,506  $43,197  $57,620  

Specialist Referrals $15,208  $20,135  $26,048  $33,088  $41,411  

Productivity - Lost Work Time $65,857  $78,686  $92,225  $106,506  $121,561  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $30,865  $35,803  $40,741  $45,680  $50,618  

Present Value of Savings $2,572,127  
TOTAL EXPENSES $736,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $581,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,142,467  
TOTAL NET IMPACT ($384,076) ($217,811) ($110,341) $9,358  $102,902  

5 Year Net Present Value (NPV) ($570,339) 
Benefit to Cost Ratio 0.82  
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Likely Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Likely Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $485,721  $602,189  $747,460  $907,802  $1,045,104  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $213,977  $252,737  $295,378  $342,227  $393,634  
Co-payment and Other Revenue $59,560  $66,367  $73,174  $79,980  $86,787  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $20,847  $29,827  $41,053  $54,872  $71,674  

Specialist Referrals $21,731  $27,637  $34,642  $42,899  $52,575  

Productivity - Lost Work Time $92,200  $105,819  $120,172  $135,292  $151,210  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $43,211  $48,149  $53,087  $58,026  $62,964  

Present Value of Savings $3,220,196  
TOTAL EXPENSES $736,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $581,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,142,467  
TOTAL NET IMPACT ($250,799) ($76,557) $39,529  $168,535  $272,134  

5 Year Net Present Value (NPV) $77,729  
Benefit to Cost Ratio 1.02  



Aon Hewitt  |  Health and Benefits 
Proprietary & Confidential  |  December 2016 21 

Total Net Projected Impact 
5 Year Total Net Projected Savings for Good Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Good Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $557,056  $678,125  $828,374  $994,102  $1,137,230  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
Co-payment and Other Revenue $69,446  $76,391  $83,336  $90,280  $97,225  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $23,826  $33,651  $45,827  $60,710  $78,701  

Specialist Referrals $25,338  $31,811  $39,453  $48,423  $58,898  

Productivity - Lost Work Time $105,371  $119,386  $134,146  $149,685  $166,035  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $49,384  $54,322  $59,260  $64,199  $69,137  

Present Value of Savings $3,570,090  
TOTAL EXPENSES $736,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $581,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,142,467  
TOTAL NET IMPACT ($179,464) ($620) $120,443  $254,834  $364,260  

5 Year Net Present Value (NPV) $427,623  
Benefit to Cost Ratio 1.14  
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Option 2 
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Methodology  
Our analysis was conducted by estimating potential expected direct and indirect revenue/savings as well as estimating expected 
start-up and operational costs. We then established three scenarios a “Worse-case,”  “Likely-case”  and “Good-case” to illustrate the 
financial risk associated with various clinic utilization assumptions.  
 

Key Assumptions: 
 Employees who  live  within pre determined Zip Codes (listed in the appendix) will use the proposed clinic. Based on the census, 

there are 2,168 employees who reside within this parameter.  
 Spouses and dependents (>2 years old) who live within pre determined Zip Codes (listed in the appendix) will also use the 

proposed clinic. Based on the census, there are 451 and 1,210 spouses and dependent, respectively, who reside within this 
perimeter.  

 Penetration rate (year one): the rate of medical services accessed at the on-site clinic by the members with access  
 In our Worse-case scenario, we assume 30% of Reno employees will use the clinic. In the Likely-case scenario, 40% utilization is 

assumed and the Good-case assumes 45% utilization.  
 This scenario assumes that PEBP will modify the current Health Reimbursement Account  plan option to incentivize 

utilization of the PEBP near-site health center by offering a flat $10 charge for a clinic visit. 
 The PEBP health center also will be available to HDHP enrollees in the Health Savings Account plan option.  These people 

will be charge the Fair Market Value, $45, for acute episodic and primary care visits  
 Spouse and dependent (>age 2) penetration is assumed to be 7-8% less than the employees’ at 23%, 32% and 38% in the worse, 

likely and good case scenarios, respectively  
 Other assumptions: 

 2.76 visits/enrollee/year for office visits by the populations 
 Number and types of clinic staff including their wages, benefits and replacement costs; Clinic’s hours of operations (40/week) 
 Build-out costs are assumed to be $300,000, amortized over a 5-year period with 5% discount for projection purposes 
 Direct and indirect cost avoidance using industry benchmarks and trends 
 Health care inflation (3%) 
 Start up costs, including everything involved with making the clinic ready for opening 
 Full projected operating budget 
 Net savings and net present value over five-year period, along with expected benefit-to-cost ratio  
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Executive Summary 
 The feasibility analysis assumes the new clinic will be located in Reno, NV 
 Using the “Worse,” “Likely” and “Good” case scenarios, which assumes a 30%, 40% and 45% penetration rate 

respectively, the results in the table below do show a break even in the likely and good case scenarios.  
 The NPV was based on available data using assumptions in the following four categories: 

– Penetration rate  
– Scope of services  
– Staffing  
– Cost of services available in the community 

 Calculations assume there is no existing property and that one would need to be acquired and renovated to meet all 
applicable codes and standards for providing high quality patient care 

 The following table summarizes the five-year financial results:   
 

 

Analysis Results Worse Case Likely Case Good Case 

5-Year Net Present Value ($315,604) $320,897 $665,567 

Year 5 Net Savings $168,719 $335,524 $426,579 

Cash Flow Breakeven Year 4 Year 3 Year 2 

Benefit to Cost Ratio 0.90 1.10 1.21 
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Data Sources 

HSB Primary Care 
utilization and 
cost 

Specialist care 
utilization and 
cost 

Inpatient 
services 
utilization  

Emergency room 
utilization and 
cost  

Population 
average plan 
cost 

Prescription drug 
utilization and cost 

PEBP Population 
demographics 

  

Aon Hewitt 
Assumptions 

Aon Hewitt Geo 
Access report  

National Onsite 
Clinic 
Administrators   
 Staffing 

salaries and 
benefits 

 Start-up and 
ongoing clinic 
expenses 

Population 
average wage 
 

  

Data Sources  

To prepare our projections we relied on a variety of data sources and industry benchmarks, including:  
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Penetration and Utilization 

The volume of clinic visits will significantly impact the financial results achieved. The on-site clinic utilization was 
calculated by estimating the assumed PEBP target population and the “penetration rate”. For employees we assumed 
rates of 30%, 40%, and 45% for the worse, likely, and good case scenarios, respectively. A dependent penetration factor 
percentage of 75%, 80% and 85% was applied to the employee penetration rates for the worse, likely, and good case 
scenarios, respectively. The spouse and dependent >2 penetration rates are  23%, 32%, and 38% (worse, likely and 
good case).  
  

Worse Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 30% 34% 38% 42% 46% 
Spouses 23% 26% 29% 32% 35% 
Dependents 23% 26% 29% 32% 35% 

Likely Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 40% 44% 48% 52% 56% 
Spouses 32% 35% 38% 42% 45% 
Dependents 32% 35% 38% 42% 45% 

Good Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 45% 49% 53% 57% 61% 
Spouses 38% 42% 45% 48% 52% 
Dependents 38% 42% 45% 48% 52% 
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Assumptions  
Our projections relied on the following assumptions:  
 

Population Demographics 
Projected number of office visits by the employee, spouse 
and dependents >2 population 
 2.76 physician office visits per member per year 

(employee, spouse and dependents >2) 
 The target population count of 2,168 employees, 451  

spouses, and 1,210 dependents >2  in the greater Reno 
area is based on the PEBP census as of October 2016. 

 

Direct Savings 
 Direct Savings refer to those expenses currently incurred 

by PEBP for primary and acute care related services that 
now can be provided through the on-site/near-site clinic. 
This category would include paid claims.  For example, if 
PEBP spends $1 Million on primary care claims in the 
greater Reno area and we assume that 30% of the same 
population now will get those services in the employer 
sponsored clinic, then we would expect to see $300,000 
in direct savings versus costs incurred without the 
presence of the clinic. 
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Assumptions (cont.) 

Revenue 
 Clinic patients will likely be charged for certain services.  These charges usually only apply to provider visits (seeing 

the MD, Physician Assistant or Nurse Practitioner) for reasons other than occupational health services, annual 
preventive services, health coaching, lab draws, immunizations/vaccinations, or routine monitoring visits. 

 For the various scenarios mentioned in the study, the co-pay charged to a HRA plan member for an acute episodic 
care and primary care visit was set at $10 for each visit. 

 Estimated Fair Market Value for Non-Occupational and Non Preventative Care visits for enrollees in a consumer 
directed high deductible plan with a Health Savings Account will be approximately $45/visit. This amount will be 
charged until the individual annual deductible amount has been satisfied. 
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Assumptions (cont.) 
Indirect Savings 
• Indirect savings are based upon successful operation of the clinic which leads to improved overall population health 

including chronic condition management and improved workforce productivity.  Please see the various definitions 
provided in the Appendix of this report. 

• To estimate productivity related savings we derived an Average Hourly Wage of $22.00/hour per employee based off of 
another similar client Aon Hewitt has worked with: 
– Employees average hourly wage: $22/hour 

Expenses 
• Amount of square footage for the clinic is estimated at 2,000 sq. ft. at a renovation cost of $150.00 per square foot, 

which calculates the “Start-Up Renovation/Build” costs to be $300,000.  This cost is amortized over a 5 year period. 
• Aon Hewitt applied a benchmark estimate of 1 square foot per employee to determine a 2,000 sq. ft. clinic for PEBP 
• The $150 renovation cost per square foot also is an estimate based upon typical market prices 
• Rent costs are based on an assumption of $1/square ft./month 

– Total cost is $24,000/year 
• Other startup costs include staff onboarding and training, information technology acquisition and installation, and vendor 

management fees 
• Full projected operating budget 
Trend Rates 
• Discount rate (5%);  
• Direct cost avoidance, as well as, indirect cost avoidance using industry benchmarks and trends; 
• Health care inflation (3%)  
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Projected Savings 

5 Year Projected Direct Savings for Worse Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Worse Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute    1,032  $50,384  $60,528  $71,708  $84,012  $97,534  
Urgent Ambulatory/Acute Episodic 
Care*        825  $37,195  $44,683  $52,936  $62,019  $72,001  

Immunizations/Vaccinations/ Allergy                206  $13,190  $15,845  $18,772  $21,993  $25,532  

Primary Care / Office Visits     1,548  $133,024  $159,807  $189,324  $221,808  $257,508  

Laboratory Services         516  $8,314  $9,988  $11,833  $13,863  $16,095  

Preventive Health Exams        903  $111,483  $133,928  $158,665  $185,889  $215,808  

Office Procedures*          129  $13,228  $15,891  $18,826  $22,056  $25,606  

Preventive Health Services/ 
Counseling               -    $0  $0  $0  $0  $0  

Other              -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)      739  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $183,409  $220,335  $261,032  $305,820  $355,042  
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Projected Savings 

5 Year Projected Direct Savings for Likely Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services  

Likely Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute      1,403  $68,539  $79,916  $92,412  $106,120  $121,140  
Urgent Ambulatory/Acute Episodic 
Care*            1,123  $50,597  $58,996  $68,220  $78,340  $89,428  

Immunizations/Vaccinations/ Allergy               281  $17,942  $20,921  $24,192  $27,780  $31,712  

Primary Care / Office Visits     2,105  $180,956  $210,995  $243,987  $280,179  $319,835  

Laboratory Services             702  $11,310  $13,187  $15,250  $17,512  $19,990  

Preventive Health Exams           1,228  $151,653  $176,827  $204,476  $234,807  $268,041  

Office Procedures*            175  $17,994  $20,981  $24,261  $27,860  $31,803  

Preventive Health Services/ 
Counseling                 -    $0  $0  $0  $0  $0  

Other              -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)         997  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
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Projected Savings 

5 Year Projected Direct Savings for Good Case Scenario (40 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Good Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute    1,610  $78,636  $90,764  $104,063  $118,632  $134,575  
Urgent Ambulatory/Acute Episodic 
Care*      1,288  $58,051  $67,003  $76,821  $87,576  $99,345  

Immunizations/Vaccinations/ Allergy              322  $20,585  $23,760  $27,242  $31,056  $35,229  

Primary Care / Office Visits    2,415  $207,615  $239,634  $274,748  $313,213  $355,304  

Laboratory Services           805  $12,976  $14,977  $17,172  $19,576  $22,207  

Preventive Health Exams     1,409  $173,994  $200,828  $230,256  $262,492  $297,767  

Office Procedures*           201  $20,645  $23,829  $27,320  $31,145  $35,330  

Preventive Health Services/ 
Counseling             -    $0  $0  $0  $0  $0  

Other             -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)    1,136  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $286,251  $330,398  $378,811  $431,845  $489,879  
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Proposed Staffing and Hours of Operation 

 The proposed staffing model below was determined by estimating the annual number of provider visits for primary and 
acute care to be approximately 2,900 per year and 2,200 non-provider visits per year  

 The staffing shown below is static for the entire five year period for the three scenarios of an Employee, Spouse and 
Dependents >2, 40 Hour Clinic 

 All costs are assumed to be fixed within the volume ranges shown below for all three scenarios 
 

 
 
 
 
 

 
 
 
 The analysis also assumes 40 hours of operation 5 days a week 

Days of Operation Open Close 

Monday 7:30 AM 5 PM 

Tuesday 7:30 AM 5 PM 

Wednesday 7:30 AM 5 PM 

Thursday 7:30 AM 5 PM 

Friday 7:30 AM 5 PM 

Position 2017 2018 2019 2020 2021 
Primary Care 

Physician 0.2 0.2 0.2 0.2 0.2 
Nurse Practitioner/Clinic Manager 0.8 0.8 0.8 0.8 0.8 
RN 0.5 0.5 0.5 0.5 0.5 
Health Coach 0.5 0.5 0.5 0.5 0.5 
Medical Assistant 1.0 1.0 1.0 1.0 1.0 

Total FTEs 3.0 3.0 3.0 3.0 3.0 
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Estimated Staffing Costs 

 The staff-related costs in the table below were calculated using the industry wage for a full-time staff in each of the 
identified roles. Benefits we assumed at 32% of annual wage for benefit eligible staff. We assume 3% annual cost 
inflation.  

 

Position FTE Annual 
Cost 2017 2018 2019 2020 2021 

Primary Care              Salary 
Physician $190,000 $38,000 $39,140 $40,314 $41,524 $42,769 
Nurse Practitioner/Clinic 
Manager $105,000 $84,000 $86,520 $89,116 $91,789 $94,543 

RN $66,000 $33,000 $33,990 $35,010 $36,060 $37,142 
Health Coach $50,000 $25,000 $25,750 $26,523 $27,318 $28,138 
Medical Assistant $40,000 $40,000 $41,200 $42,436 $43,709 $45,020 

Total Benefits (32% of wages) $70,400 $72,512 $74,687 $76,928 $79,236 
Total Payroll & Benefits Costs $290,400 $299,112 $308,085 $317,328 $326,848 
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Projected Start-Up Costs 

 The cost of renovation for an existing PEBP facility assumes a 2,000 square foot facility and $150 per square foot 

 
 
 

Start-Up Expense Total 

Primary Care 

Start Up/Build Out Renovation Costs $300,000 

Payroll & Benefits $17,000  

Furnishings, Equipment, Supplies $40,000  

Dues, Licenses and Permits $0  

Information Systems Hardware and Software $50,000  

Miscellaneous (Staff Recruitment, Training, Implementation.) $5,000  

Promotion and Communication $3,000  

Implementation Management Fee $10,000  

Travel $1,000  

Other Direct Expenses $0  

TOTAL START-UP & IMPLEMENTATION $426,000  
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Projected Operating Expenses 
 This slide shows proposed operating costs for the PEBP On-Site Clinic. As expected, the largest line item is salary 

and benefits for the clinic staff.    
Annual Projected Operating Expenses 2017 2018 2019 2020 2021 
Acute and Primary Care 

Payroll & Benefits $290,400  $299,112  $308,085  $317,328  $326,848  
Staff Training and Development $5,000  $5,500  $6,050  $6,655  $7,321  
Staff replacement $28,000  $30,800  $33,880  $37,268  $40,995  
Insurance- professional and general liability  $0  $0  $0  $0  $0  
Dues, Licenses and Permits $0  $0  $0  $0  $0  
Supplies- (Medical supplies, Vaccinations and injections 
supplies, Office Supplies, Lab Supplies) $24,000  $27,600  $31,740  $36,501  $41,976  

Equipment maintenance $12,000  $12,600  $13,230  $13,892  $14,586  
Professional services- third party lab diagnostic services  $0  $0  $0  $0  $0  
Information Systems Hardware and Software (includes 
EMR) $60,000  $66,000  $72,600  $79,860  $87,846  

Data lines $0  $0  $0  $0  $0  
Promotion and Communications $5,000  $5,000  $5,000  $5,000  $5,000  
Facility Cost $24,000  $24,000  $24,000  $24,000  $24,000  
Utilities - (Postal Services, Express Delivery, 
Gas/Electric, Hazardous & Other Waste Removal, 
Water/Sewage, Other Utilities) 

$18,000  $18,900  $19,845  $20,837  $21,879  

Miscellaneous – (Laundry, X-Ray Readings, Third Party 
Billing, Transcription, Phone, Fuel/Mileage, Taxes (non-
income), Janitorial Services) 

$10,000  $10,500  $11,025  $11,576  $12,155  

Other Direct Expenses $20,000  $21,000  $22,050  $23,153  $24,310  
Billed as incurred consumables $0  $0  $0  $0  $0  

Cost Breakdown and Fees $155,120  $157,734  $160,426  $163,198  $166,054  
5 Year Amortized Start Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  
General & Administration/Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  
Total $651,520  $678,746  $707,931  $739,268  $772,970  

*Note: Rent based on Reno real estate website 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Worse Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Worse Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $406,129  $517,070  $656,544  $810,795  $941,688  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $183,409  $220,335  $261,032  $305,820  $355,042  
Co-payment and Other Revenue $35,962  $40,757  $45,552  $50,347  $55,142  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $17,869  $26,003  $36,280  $49,035  $64,647  

Specialist Referrals $18,627  $24,094  $30,614  $38,335  $47,421  

Productivity - Lost Work Time $79,028  $92,252  $106,199  $120,899  $136,386  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $37,038  $41,976  $46,914  $51,853  $56,791  

Present Value of Savings $2,827,815  
TOTAL EXPENSES $737,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $582,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,143,419  
TOTAL NET IMPACT ($331,391) ($161,675) ($51,387) $71,528  $168,719  

5 Year Net Present Value (NPV) ($315,604) 
Benefit to Cost Ratio 0.90 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Likely Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Likely Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $536,530  $655,547  $803,743  $967,418  $1,108,494  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
Co-payment and Other Revenue $48,920  $53,812  $58,704  $63,596  $68,488  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $23,826  $33,651  $45,827  $60,710  $78,701  

Specialist Referrals $25,338  $31,811  $39,453  $48,423  $58,898  

Productivity - Lost Work Time $105,371  $119,386  $134,146  $149,685  $166,035  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $49,384  $54,322  $59,260  $64,199  $69,137  

Present Value of Savings $3,464,316  
TOTAL EXPENSES $737,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $582,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,143,419  
TOTAL NET IMPACT ($200,990) ($23,199) $95,812  $228,150  $335,524  

5 Year Net Present Value (NPV) $320,897  
Benefit to Cost Ratio 1.10 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Good Case Scenario (40 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Good Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $606,549  $730,219  $883,450  $1,052,575  $1,199,549  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $286,251  $330,398  $378,811  $431,845  $489,879  
Co-payment and Other Revenue $56,127  $61,116  $66,106  $71,095  $76,084  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $26,804  $37,475  $50,600  $66,547  $85,727  

Specialist Referrals $29,071  $36,129  $44,427  $54,132  $65,430  

Productivity - Lost Work Time $118,543  $132,952  $148,120  $164,077  $180,859  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $55,557  $60,495  $65,433  $70,372  $75,310  

Present Value of Savings $3,808,987  
TOTAL EXPENSES $737,520  $678,746  $707,931  $739,268  $772,970  

5-Year Amortized Start-Up Cost $68,000  $68,000  $68,000  $68,000  $68,000  

Net Operating Expenses $582,400  $521,012  $547,505  $576,069  $606,916  

Management Fees $87,120  $89,734  $92,426  $95,198  $98,054  

Present Value of Expenses $3,143,419  
TOTAL NET IMPACT ($130,971) $51,473  $175,519  $313,307  $426,579  

5 Year Net Present Value (NPV) $665,567  
Benefit to Cost Ratio 1.21 
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Option 3 
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Methodology  
Our analysis was conducted by estimating potential expected direct and indirect revenue/savings as well as estimating expected 
start-up and operational costs. We then established three scenarios a “Worse-case,”  “Likely-case”  and “Good-case” to illustrate the 
financial risk associated with various clinic utilization assumptions.  
 

Key Assumptions: 
 Employees who  live  within pre determined Zip Codes (listed in the appendix) will use the proposed clinic. Based on the census, 

there are 2,168 employees who reside within this parameter.  
 Spouses and dependents (>2 years old) who live within pre determined Zip Codes (listed in the appendix) will also use the 

proposed clinic. Based on the census, there are 451 and 1,210 spouses and dependent, respectively, who reside within this 
perimeter.  

 Penetration rate (year one): the rate of medical services accessed at the on-site clinic by the members with access  
 In our Worse-case scenario, we assume 25% of Reno employees will use the clinic. In the Likely-case scenario, 35% 

utilization is assumed and the Good-case assumes 40% utilization.  
 Spouse and dependent (>age 2) penetration is assumed to be 7-9% less than the employees’ at 18%, 26% and 32% in the 

worse, likely and good case scenarios, respectively  
 Other assumptions: 

 2.76 visits/enrollee/year for office visits by the populations 
 Number and types of clinic staff including their wages, benefits and replacement costs 
 Build-out costs are assumed to be $270,000, amortized over a 5-year period with 5% discount for projection purposes 
 Direct and indirect cost avoidance using industry benchmarks and trends 
 Health care inflation (3%) 
 Start up costs, including everything involved with making the clinic ready for opening 
 Full projected operating budget 
 Net savings and net present value over five-year period, along with expected benefit-to-cost ratio  
 Hours of operation reduced from 40 hours to 32 hours (M-Th.) 
 Decreased staff (see Estimated Staffing Costs section) 
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Executive Summary 
 The feasibility analysis assumes the new clinic will be located in Reno, NV 
 Using the “Worse,” “Likely” and “Good” case scenarios, which assumes a 25%, 35% and 40% penetration rate 

respectively, the results in the table below do show a break even in the likely and good case scenarios.  
 The NPV was based on available data using assumptions in the following four categories: 

– Penetration rate  
– Scope of services  
– Staffing  
– Cost of services available in the community 

 Calculations assume there is no existing property and that one would need to be acquired and renovated to meet all 
applicable codes and standards for providing high quality patient care 

 The following table summarizes the five-year financial results:   
 

 

Analysis Results Worse Case Likely Case Good Case 

5-Year Net Present Value ($214,612) $433,457 $783,351 

Year 5 Net Savings $189,716 $358,948 $451,074 

Cash Flow Breakeven Year 4 Year 2 Year 2 

Benefit to Cost Ratio 0.92 1.16 1.28 
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Data Sources 

HSB Primary Care 
utilization and 
cost 

Specialist care 
utilization and 
cost 

Inpatient 
services 
utilization  

Emergency room 
utilization and 
cost  

Population 
average plan 
cost 

Prescription drug 
utilization and cost 

PEBP Population 
demographics 

  

Aon Hewitt 
Assumptions 

Aon Hewitt Geo 
Access report  

National Onsite 
Clinic 
Administrators   
 Staffing 

salaries and 
benefits 

 Start-up and 
ongoing clinic 
expenses 

Population 
average wage 
 

  

Data Sources  

To prepare our projections we relied on a variety of data sources and industry benchmarks, including:  
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Penetration and Utilization 

The volume of clinic visits will significantly impact the financial results achieved. The on-site clinic utilization was 
calculated by estimating the assumed PEBP target population and the “penetration rate”. For employees we assumed 
rates of 25%, 35%, and 40% for the worse, likely, and good case scenarios, respectively. A dependent penetration factor 
percentage of 70%, 75% and 80% was applied to the employee penetration rates for the worse, likely, and good case 
scenarios, respectively. The spouse and dependent >2 penetration rates are  18%, 26%, and 32% (worse, likely and 
good case).  
 

Worse Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 25% 29% 33% 37% 41% 
Spouses 18% 20% 23% 26% 29% 
Dependents 18% 20% 23% 26% 29% 

Likely Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 35% 39% 44% 48% 52% 
Spouses 26% 29% 32% 35% 38% 
Dependents 26% 29% 32% 35% 38% 

Good Case Scenario Penetration Rate 
Primary Care 2017 2018 2019 2020 2021 
Employees 40% 44% 48% 52% 56% 
Spouses 32% 35% 38% 42% 45% 
Dependents 32% 35% 38% 42% 45% 
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Assumptions  
Our projections relied on the following assumptions:  
 

Population Demographics 
Projected number of office visits by the employee, spouse 
and dependents >2 population 
 2.76 physician office visits per member per year 

(employee, spouse and dependents >2) 
 The target population count of 2,168 employees, 451  

spouses, and 1,210 dependents >2  in the greater Reno 
area is based on the PEBP census as of October 2016. 

 

Direct Savings 
 Direct Savings refer to those expenses currently incurred 

by PEBP for primary and acute care related services that 
now can be provided through the on-site/near-site clinic. 
This category would include paid claims. For example, if 
PEBP spends $1 Million on primary care claims in the 
greater Reno area and we assume that 30% of the same 
population now will get those services in the employer 
sponsored clinic, then we would expect to see $300,000 
in direct savings versus costs incurred without the 
presence of the clinic. 
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Assumptions (cont.) 

Revenue 
 Clinic patients will likely be charged for certain services.  These charges usually only apply to provider visits (seeing 

the MD, Physician Assistant or Nurse Practitioner) for reasons other than occupational health services, annual 
preventive services, health coaching, lab draws, immunizations/vaccinations, or routine monitoring visits. 

 For the various scenarios mentioned in the study, the co-pay of an acute episodic care and primary care visit in a 
CDHP with a HRA was set at $15 for each visit. 

 Estimated Fair Market Value for Non-Occupational and Non Preventative Care visits for enrollees in a consumer 
directed high deductible plan with a Health Savings Account will be approximately $45/visit. This amount will be 
charged until the individual annual deductible amount has been satisfied. 
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Assumptions (cont.) 
Indirect Savings 
• Indirect savings are based upon successful operation of the clinic which leads to improved overall population health 

including chronic condition management and improved workforce productivity.  Please see the various definitions 
provided in the Appendix of this report. 

• To estimate productivity related savings we derived an Average Hourly Wage of $22.00/hour per employee based off of 
another similar client Aon Hewitt has worked with: 
– Employees average hourly wage: $22/hour 

Expenses 
• Amount of square footage for the clinic is estimated at 1,800 sq. ft. at a cost of $150.00 per square foot, which 

calculates the “Start-Up Renovation/Build” costs to be $270,000.  This cost is amortized over a 5 year period. 
• Aon Hewitt estimated that 1,800 sq. ft. for the PEBP Health Center, properly configured, can work 
• The $150 renovation cost per square foot also is an estimate based upon typical market prices 
• Rent costs are based on an assumption of $1/square ft./month 

– Total cost is $21,600/year 
• Other startup costs include staff onboarding and training, information technology acquisition and installation, and vendor 

management fees 
• Full projected operating budget 
Trend Rates 
• Discount rate (5%);  
• Direct cost avoidance, as well as, indirect cost avoidance using industry benchmarks and trends; 
• Health care inflation (3%)  
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Projected Savings 

5 Year Projected Direct Savings for Worse Case Scenario (32 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Worse Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute     842  $41,137  $50,582  $61,012  $72,512  $85,172  
Urgent Ambulatory/Acute Episodic 
Care*         674  $30,368  $37,340  $45,040  $53,530  $62,876  

Immunizations/Vaccinations/ Allergy          168  $10,769  $13,241  $15,972  $18,982  $22,297  

Primary Care / Office Visits      1,264  $108,610  $133,546  $161,085  $191,447  $224,872  

Laboratory Services   421  $6,788  $8,347  $10,068  $11,966  $14,055  

Preventive Health Exams           737  $91,022  $111,920  $134,999  $160,444  $188,457  

Office Procedures*         105  $10,800  $13,279  $16,018  $19,037  $22,361  

Preventive Health Services/ 
Counseling              -    $0  $0  $0  $0  $0  

Other             -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)        608  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $149,746  $184,128  $222,097  $263,959  $310,044  
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Projected Savings 

5 Year Projected Direct Savings for Likely Case Scenario (32 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services  

Likely Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute     1,204  $58,782  $69,429  $81,143  $94,013  $108,135  
Urgent Ambulatory/Acute Episodic 
Care*        963  $43,394  $51,254  $59,902  $69,402  $79,827  

Immunizations/Vaccinations/ Allergy             241  $15,388  $18,175  $21,242  $24,611  $28,308  

Primary Care / Office Visits               1,806  $155,195  $183,308  $214,235  $248,214  $285,498  

Laboratory Services        602  $9,700  $11,457  $13,390  $15,514  $17,844  

Preventive Health Exams         1,053  $130,063  $153,623  $179,542  $208,018  $239,265  

Office Procedures*          150  $15,432  $18,228  $21,303  $24,682  $28,389  

Preventive Health Services/ 
Counseling               -    $0  $0  $0  $0  $0  

Other            -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)      862  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $213,977  $252,737  $295,378  $342,227  $393,634  
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Projected Savings 

5 Year Projected Direct Savings for Good Case Scenario (32 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services 

Good Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute    1,403  $68,539  $79,916  $92,412  $106,120  $121,140  
Urgent Ambulatory/Acute Episodic 
Care*     1,123  $50,597  $58,996  $68,220  $78,340  $89,428  

Immunizations/Vaccinations/ Allergy          281  $17,942  $20,921  $24,192  $27,780  $31,712  

Primary Care / Office Visits      2,105  $180,956  $210,995  $243,987  $280,179  $319,835  

Laboratory Services         702  $11,310  $13,187  $15,250  $17,512  $19,990  

Preventive Health Exams         1,228  $151,653  $176,827  $204,476  $234,807  $268,041  

Office Procedures*        175  $17,994  $20,981  $24,261  $27,860  $31,803  

Preventive Health Services/ 
Counseling                -    $0  $0  $0  $0  $0  

Other            -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)        997  $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
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Proposed Staffing and Hours of Operation 

 The proposed staffing model below was determined by estimating the annual number of visits for primary and acute 
care to be approximately 2,500 provider visits per year and 2,000 non-provider clinic visits/year  

 The staffing shown below is static for the entire five year period for the three scenarios of an Employee, Spouse and 
Dependents >2, 32 Hour Clinic 

 All costs are assumed to be fixed within the volume ranges shown below for all three scenarios 
 

 
 
 
 
 

 
 
 
 The analysis also assumes 8 hours of operation 4 days a week 

Position 2017 2018 2019 2020 2021 
Primary Care 

Physician 0.2 0.2 0.2 0.2 0.2 
Nurse Practitioner/Clinic Manager 0.6 0.6 0.6 0.6 0.6 
RN 0.4 0.4 0.4 0.4 0.4 
Health Coach 0.4 0.4 0.4 0.4 0.4 
Medical Assistant 0.8 0.8 0.8 0.8 0.8 

Total FTEs 2.4 2.4 2.4 2.4 2.4 

Days of Operation Open Close 

Monday 7:30 AM 5 PM 

Tuesday 7:30 AM 5 PM 

Wednesday 7:30 AM 5 PM 

Thursday 7:30 AM 5 PM 
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Estimated Staffing Costs 

 The staff-related costs in the table below were calculated using the industry wage for a full-time staff in each of the 
identified roles. Benefits we assumed at 32% of annual wage for benefit eligible staff. We assume 3% annual cost 
inflation. 

 

Position FTE Annual 
Cost 2017 2018 2019 2020 2021 

Primary Care              Salary 
Physician $190,000 $38,000 $39,140 $40,314 $41,524 $42,769 
Nurse Practitioner/Clinic 
Manager $105,000 $63,000 $64,890 $66,837 $68,842 $70,907 

RN $66,000 $26,400 $27,192 $28,008 $28,848 $29,713 
Health Coach $50,000 $20,000 $20,600 $21,218 $21,855 $22,510 
Medical Assistant $40,000 $32,000 $32,960 $33,949 $34,967 $36,016 

Total Benefits (32% of wages) $57,408 $59,130 $60,904 $62,731 $64,613 
Total Payroll & Benefits Costs $236,808 $243,912 $251,230 $258,766 $266,529 
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Projected Start-Up Costs 

 The cost of renovation for an existing PEBP facility assumes a 1,800 square foot facility and $150 per square foot 

 
 
 

Start-Up Expense Total 

Primary Care 

Start Up/Build Out Renovation Costs $270,000 

Payroll & Benefits $16,000  

Furnishings, Equipment, Supplies $40,000  

Dues, Licenses and Permits $0  

Information Systems Hardware and Software $50,000  

Miscellaneous (Staff Recruitment, Training, Implementation.) $5,000  

Promotion and Communication $3,000  

Implementation Management Fee $10,000  

Travel $1,000  

Other Direct Expenses $0  

TOTAL START-UP & IMPLEMENTATION $395,000  
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Projected Operating Expenses 
 This slide shows proposed operating costs for the PEBP On-Site Clinic. As expected, the largest line item is salary 

and benefits for the clinic staff.   
Annual Projected Operating Expenses 2017 2018 2019 2020 2021 
Acute and Primary Care 

Payroll & Benefits $236,808  $243,912  $251,230  $258,766  $266,529  
Staff Training and Development $5,000  $5,500  $6,050  $6,655  $7,321  
Staff replacement $28,000  $30,800  $33,880  $37,268  $40,995  
Insurance- professional and general liability  $0  $0  $0  $0  $0  
Dues, Licenses and Permits $0  $0  $0  $0  $0  
Supplies- (Medical supplies, Vaccinations and injections 
supplies, Office Supplies, Lab Supplies) $24,000  $27,600  $31,740  $36,501  $41,976  

Equipment maintenance $12,000  $12,600  $13,230  $13,892  $14,586  
Professional services- third party lab diagnostic services  $0  $0  $0  $0  $0  
Information Systems Hardware and Software (includes 
EMR) $60,000  $66,000  $72,600  $79,860  $87,846  

Data lines $0  $0  $0  $0  $0  
Promotion and Communications $5,000  $5,000  $5,000  $5,000  $5,000  
Facility Cost $21,600  $21,600  $21,600  $21,600  $21,600  
Utilities - (Postal Services, Express Delivery, 
Gas/Electric, Hazardous & Other Waste Removal, 
Water/Sewage, Other Utilities) 

$18,000  $18,900  $19,845  $20,837  $21,879  

Miscellaneous – (Laundry, X-Ray Readings, Third Party 
Billing, Transcription, Phone, Fuel/Mileage, Taxes (non-
income), Janitorial Services) 

$10,000  $10,500  $11,025  $11,576  $12,155  

Other Direct Expenses $20,000  $21,000  $22,050  $23,153  $24,310  
Billed as incurred consumables $0  $0  $0  $0  $0  

Cost Breakdown and Fees $133,042  $135,174  $137,369  $139,630  $141,959  
5 Year Amortized Start Up Cost $62,000  $62,000  $62,000  $62,000  $62,000  
General & Administration/Management Fees $71,042  $73,174  $75,369  $77,630  $79,959  
Total $573,450  $598,586  $625,618  $654,738  $686,156  

*Note: Rent based on Reno real estate website 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Worse Case Scenario (32 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Worse Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $352,444  $460,934  $597,590  $748,625  $875,872  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $149,746  $184,128  $222,097  $263,959  $310,044  
Co-payment and Other Revenue $41,682  $48,351  $55,020  $61,689  $68,358  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $14,891  $22,179  $31,506  $43,197  $57,620  

Specialist Referrals $15,208  $20,135  $26,048  $33,088  $41,411  

Productivity - Lost Work Time $65,857  $78,686  $92,225  $106,506  $121,561  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $30,865  $35,803  $40,741  $45,680  $50,618  

Present Value of Savings $2,572,127  
TOTAL EXPENSES $658,450  $598,586  $625,618  $654,738  $686,156  

5-Year Amortized Start-Up Cost $62,000  $62,000  $62,000  $62,000  $62,000  

Net Operating Expenses $525,408  $463,412  $488,250  $515,108  $544,197  

Management Fees $71,042  $73,174  $75,369  $77,630  $79,959  

Present Value of Expenses $2,786,739  
TOTAL NET IMPACT ($306,006) ($137,652) ($28,029) $93,887  $189,716  

5 Year Net Present Value (NPV) ($214,612) 
Benefit to Cost Ratio 0.92  
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Likely Case Scenario (32 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Likely Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $485,721  $602,189  $747,460  $907,802  $1,045,104  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $213,977  $252,737  $295,378  $342,227  $393,634  
Co-payment and Other Revenue $59,560  $66,367  $73,174  $79,980  $86,787  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $20,847  $29,827  $41,053  $54,872  $71,674  

Specialist Referrals $21,731  $27,637  $34,642  $42,899  $52,575  

Productivity - Lost Work Time $92,200  $105,819  $120,172  $135,292  $151,210  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $43,211  $48,149  $53,087  $58,026  $62,964  

Present Value of Savings $3,220,196  
TOTAL EXPENSES $658,450  $598,586  $625,618  $654,738  $686,156  

5-Year Amortized Start-Up Cost $62,000  $62,000  $62,000  $62,000  $62,000  

Net Operating Expenses $525,408  $463,412  $488,250  $515,108  $544,197  

Management Fees $71,042  $73,174  $75,369  $77,630  $79,959  

Present Value of Expenses $2,786,739  
TOTAL NET IMPACT ($172,729) $3,603  $121,841  $253,065  $358,948  

5 Year Net Present Value (NPV) $433,457  
Benefit to Cost Ratio 1.16  
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Good Case Scenario (32 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Good Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $557,056  $678,125  $828,374  $994,102  $1,137,230  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $249,495  $290,912  $336,399  $386,299  $440,975  
Co-payment and Other Revenue $69,446  $76,391  $83,336  $90,280  $97,225  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $23,826  $33,651  $45,827  $60,710  $78,701  

Specialist Referrals $25,338  $31,811  $39,453  $48,423  $58,898  

Productivity - Lost Work Time $105,371  $119,386  $134,146  $149,685  $166,035  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $49,384  $54,322  $59,260  $64,199  $69,137  

Present Value of Savings $3,570,090  
TOTAL EXPENSES $658,450  $598,586  $625,618  $654,738  $686,156  

5-Year Amortized Start-Up Cost $62,000  $62,000  $62,000  $62,000  $62,000  

Net Operating Expenses $525,408  $463,412  $488,250  $515,108  $544,197  

Management Fees $71,042  $73,174  $75,369  $77,630  $79,959  

Present Value of Expenses $2,786,739  
TOTAL NET IMPACT ($101,394) $79,539  $202,756  $339,364  $451,074  

5 Year Net Present Value (NPV) $783,351  
Benefit to Cost Ratio 1.28  



Aon Hewitt  |  Health and Benefits 
Proprietary & Confidential  |  December 2016 58 

 
Option 3B – Acute Episodic Care Only 
Reno 
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Option 3B - Acute Episodic Care Only 
Likely Case Only  
• Modeling of Reno likely case only 
• Provides acute episodic care only  
• Open 3 days only (24 hrs./week) 
• Excludes preventative health exams, office procedures and health coaching visits 
• Scope of services included: 

– Acute episodic care only 
– Lab draws 
– Immunizations/allergy 
– Estimated utilization of 1,200 visits 

Expenses 
• Amount of square footage for the clinic is estimated at 1,200 sq. ft. at a cost of $150.00 per square foot, which 

calculates the “Start-Up Renovation/Build” costs to be $180,000.  This cost is amortized over a 5 year period. 
• Aon Hewitt estimated that 1,200 sq. ft. for the PEBP Health Center, properly configured, can work 
• The $150 renovation cost per square foot also is an estimate based upon typical market prices 
• Rent costs are based on an assumption of $1/square ft./month 

– Total cost is $14,400/year 
• Other startup costs include staff onboarding and training, information technology acquisition and installation, and vendor 

management fees adjusted to reflect smaller staff and fewer IT users 
• Full projected operating budget 
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Projected Savings 

5 Year Projected Direct Savings for Likely Case Scenario (24 Hr. Clinic w/ EE, Spouses, & Dependents >2) 
 
 

*Copays and deductibles will only be applied to these services  

Likely Case Scenario  

Service Category 
# of Total 

Visits 
(2017) 

2017 2018 2019 2020 2021 

Acute     1,204  $58,782  $69,429  $81,143  $94,013  $108,135  
Urgent Ambulatory/Acute Episodic 
Care*        963  $43,394  $51,254  $59,902  $69,402  $79,827  

Immunizations/Vaccinations/ Allergy             241  $15,388  $18,175  $21,242  $24,611  $28,308  

Primary Care / Office Visits               602 $9,700  $11,457  $13,390  $15,514  $17,844  

Laboratory Services        602  $9,700  $11,457  $13,390  $15,514  $17,844  

Preventive Health Exams              - $0  $0  $0  $0  $0  

Office Procedures*              - $0  $0  $0  $0  $0  

Preventive Health Services/ 
Counseling               -    $0  $0  $0  $0  $0  

Other            -    $0  $0  $0  $0  $0  
Nursing/Coaching Visits (Non-
Provider)  - $0  $0  $0  $0  $0  

Avoided Costs Now Paid by PEBP $68,481  $80,886  $94,533  $109,527  $125,979  
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Proposed Staffing and Hours of Operation 

 The proposed staffing model below was determined by estimating the annual number of visits for primary and acute 
care to be approximately 1,200 provider visits per year and 600 non-provider clinic visits/year  

 The staffing shown below is static for the entire five year period for the three scenarios of an Employee, Spouse and 
Dependents >2, 24 Hour Clinic 

 All costs are assumed to be fixed within the volume ranges shown below for all three scenarios 
 

 
 
 
 
 

 
 
 
 The analysis also assumes 8 hours of operation 3 days a week 

Position 2017 2018 2019 2020 2021 
Primary Care 

Physician 0.1 0.1 0.1 0.1 0.1 
Nurse Practitioner/Clinic Manager 0.6 0.6 0.6 0.6 0.6 
RN 0.3 0.3 0.3 0.3 0.3 
Medical Assistant 0.6 0.6 0.6 0.6 0.6 

Total FTEs 1.6 1.6 1.6 1.6 1.6 

Days of Operation Open Close 

Monday 7:30 AM 5 PM 

Tuesday 7:30 AM 5 PM 

Wednesday 7:30 AM 5 PM 
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Estimated Staffing Costs 

 The staff-related costs in the table below were calculated using the industry wage for a full-time staff in each of the 
identified roles. Benefits we assumed at 32% of annual wage for benefit eligible staff. We assume 3% annual cost 
inflation. 

 

Position FTE Annual 
Cost 2017 2018 2019 2020 2021 

Primary Care              Salary 
Physician $190,000 $19,000 $19,570 $20,157 $20,762 $21,385 
Nurse Practitioner/Clinic 
Manager $105,000 $63,000 $64,890 $66,837 $68,842 $70,907 

RN $66,000 $19,800 $20,394 $21,006 $21,636 $22,285 
Medical Assistant $40,000 $24,000 $24,720 $25,462 $26,225 $27,012 

Total Benefits (32% of wages) $40,256 $41,464 $42,708 $43,989 $45,308 
Total Payroll & Benefits Costs $166,056 $171,038 $176,169 $181,454 $186,897 
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Projected Start-Up Costs 

 The cost of renovation for an existing PEBP facility assumes a 1,200 square foot facility and $150 per square foot 

 
 
 

Start-Up Expense Total 

Primary Care 

Start Up/Build Out Renovation Costs $180,000 

Payroll & Benefits $16,000  

Furnishings, Equipment, Supplies $25,000  

Dues, Licenses and Permits $0  

Information Systems Hardware and Software $20,000  

Miscellaneous (Staff Recruitment, Training, Implementation.) $2,500  

Promotion and Communication $3,000  

Implementation Management Fee $10,000  

Travel $1,000  

Other Direct Expenses $0  

TOTAL START-UP & IMPLEMENTATION $257,500  
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Projected Operating Expenses 
 This slide shows proposed operating costs for the PEBP On-Site Clinic. As expected, the largest line item is salary 

and benefits for the clinic staff.   
Annual Projected Operating Expenses 2017 2018 2019 2020 2021 
Acute and Primary Care 

Payroll & Benefits $166,056  $171,038  $176,169  $181,454  $186,897  
Staff Training and Development $5,000  $5,500  $6,050  $6,655  $7,321  
Staff replacement $6,000  $6,600  $7,260  $7,986  $8,785  
Insurance- professional and general liability  $0  $0  $0  $0  $0  
Dues, Licenses and Permits $0  $0  $0  $0  $0  
Supplies- (Medical supplies, Vaccinations and injections 
supplies, Office Supplies, Lab Supplies) $12,000  $13,800  $15,870  $18,251  $20,988  

Equipment maintenance $5,000  $5,250  $5,513  $5,788  $6,078  
Professional services- third party lab diagnostic services  $0  $0  $0  $0  $0  
Information Systems Hardware and Software (includes 
EMR) $12,000  $13,200  $14,520  $15,972  $17,569  

Data lines $0  $0  $0  $0  $0  
Promotion and Communications $5,000  $5,000  $5,000  $5,000  $5,000  
Facility Cost $14,400  $14,400  $14,400  $14,400  $14,400  
Utilities - (Postal Services, Express Delivery, 
Gas/Electric, Hazardous & Other Waste Removal, 
Water/Sewage, Other Utilities) 

$18,000  $18,900  $19,845  $20,837  $21,879  

Miscellaneous – (Laundry, X-Ray Readings, Third Party 
Billing, Transcription, Phone, Fuel/Mileage, Taxes (non-
income), Janitorial Services) 

$10,000  $10,500  $11,025  $11,576  $12,155  

Other Direct Expenses $20,000  $21,000  $22,050  $23,153  $24,310  
Billed as incurred consumables $0  $0  $0  $0  $0  

Cost Breakdown and Fees $90,817  $92,311  $93,851  $95,436  $97,069  
5 Year Amortized Start Up Cost $41,000  $41,000  $41,000  $41,000  $41,000  
General & Administration/Management Fees $49,817  $51,311  $52,851  $54,436  $56,069  
Total $364,273  $377,499  $391,552  $406,508  $422,451  

*Note: Rent based on Reno real estate website 
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Total Net Projected Impact 
5 Year Total Net Projected Savings for Likely Case Scenario (24 Hr. Clinic w/ All EE, Spouses, & Dependents >2) 

Likely Case Scenario 
  2017 2018 2019 2020 2021 
TOTAL REVENUES $246,861  $323,702  $425,973  $539,648  $626,295  

          

Direct Savings 
Avoided Costs Now Paid by PEBP $68,481  $80,886  $94,533  $109,527  $125,979  
Co-payment and Other Revenue $54,978  $61,262  $67,545  $73,828  $80,111  

Indirect Savings - Cost Avoidance           

Inpatient Hospital Admissions $15,117  $32,351  $69,232  $111,117  $118,896  

Emergency Room Visits $20,847  $29,827  $41,053  $54,872  $71,674  

Specialist Referrals $13,039  $16,582  $20,785  $25,739  $31,545  

Productivity - Lost Work Time $55,320  $63,491  $72,103  $81,175  $90,726  

Short Term Disability $19,078  $39,302  $60,721  $83,390  $107,365  

Prescription Drugs $0  $0  $0  $0  $0  

Health Improvement (Wellness / Disease Management) $0  $0  $0  $0  $0  

Present Value of Savings $1,831,373  
TOTAL EXPENSES $416,773  $377,499  $391,552  $406,508  $422,451  

5-Year Amortized Start-Up Cost $41,000  $41,000  $41,000  $41,000  $41,000  

Net Operating Expenses $325,956  $285,188  $297,701  $311,071  $325,382  

Management Fees $49,817  $51,311  $52,851  $54,436  $56,069  

Present Value of Expenses $1,743,003  
TOTAL NET IMPACT ($169,911) ($53,797) $34,421  $133,141  $203,844  

5 Year Net Present Value (NPV) $88,370  
Benefit to Cost Ratio 1.05 
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Observations and Next Steps 
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Key Observations 
Based upon the results of the various staffing scenarios outlined in this report, the optimal model for an on-site clinic at PEBP 
would include the following elements: 
 Hours of Operation: 40 hours 
 Days per week: 5 (8 hours/day) 
 Scope of services: Primary and acute/episodic care, health coaching 
 Eligible Population: All Reno area employees, spouses and dependents >2 
 Payment for service:  

‒ For Scenario 1: Should be less than similar care in the community e.g., primary care visits (non-occupational health 
and non preventive care). For CDHP with Health Savings Account enrollees, the charge could be approximately 
$45/visit.  

‒ For Scenario 2: PEBP will set the deductible amount, i.e., $10/Office Visit in the clinic, which would be a discount 
compared with typical charges in the community.  PEBP would enhance its Health Reimbursement Account plan 
offering by incentivizing PEBP Health Center usage thus increasing the population of enrollees in the HRA plan.   

‒ For Scenario 3: Same as scenario 1. Decreased hours to 32 hours a week, reduced staffing and buildout costs   
‒ For Scenario 3B: Same as scenario 1. Decreased hours to 24 hours a week, reduced staffing, Reduce scope of 

services and buildout costs 
 Facility Size: 2,000 square feet estimated for Options 1 & 2, but reduced to 1,800 Square feet for Option 3 and 

1,200 Square feet for Option 3B 
 Staffing Model: Utilize a staffing model that includes 3.0 FTE for Scenario 1; 3.0 FTEE for Scenario 2; 2.4 FTEE for 

Scenario 3; 1.6 FTEE for Scenario 3B.  

 
Based upon the analysis, the Likely and Good case 
scenarios for Scenario 1, 2, 3 and 3B (Likely Only)  

achieve a positive ROI over the five-year time horizon 
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Key Observations (cont.) 
Keys to Success regardless of which Scenario PEBP Chooses:  
 Promote Clinic services on a regular basis through broad communication methods using multiple channels to increase 

awareness of the clinic 
 Make every effort to ensure confidentiality and privacy  
 Ensure that the Electronic Medical Record (EMR) used by the clinic operator provides a strong firewall protecting any 

personal care information that is received on-site 
 Make the facility attractive with convenient access 
 Provide vocal and visible support from senior leadership by utilizing the clinic on a regular basis 
 Provide outstanding customer service and staff the clinic with friendly, competent and enthusiastic providers 
 Make out-of-pocket costs, applicable to the clinic user, less costly than care in the local community 
 Culture of health with a focus on positive lifestyle behaviors, such as weight management, nutrition counseling, stress 

management, managing blood pressure and/or elevated lipids 
 Strategic planning and measurement through use of all available data 

 
 For Scenario 1, 2, 3 & 3B, selection of a superior and trusted on-site clinic service provider to be PEBP’s partner 
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Next Steps 

 Confirm assumptions for  square footage, penetration rates (25-35-40%) used in the models, projected staffing levels 
(3.0 FTE in Scenario 1, 3.0 FTE in Scenario 2, 2.4 FTE in Scenario 3, 1.6 FTE in Scenario 3B) and scope of services  
– Square footage and construction costs are based upon industry averages and Reno real estate listings  

– It may be possible that PEBP’s construction costs are below benchmark  

– The on-site clinic as designed in this report recommends 3.0 FTE in Scenario 1, 3.0 FTE in Scenario 2, 2.4 FTE in 
Scenario 3, and 1.6 FTE in Scenario 3B for clinic staffing beginning in Year 1. 

• Reducing the staffing level will positively impact the NPV 
• The recommended staffing could be phased in as acceptance of the on-site clinic grows 
• The analysis does not include imaging services in its scope of services 

 
In the event PEBP decides to move ahead with the on-site clinic described in Scenario 1, 2 , 3 or 3B, we suggest the 
following action steps: 
1. Vendor Selection Process—Solicit proposals from both local and national on-site clinic management companies 
2. Space and Renovation—Ask PEBP facilities management department to provide a firm pricing proposal for space 

renovation and timeline for completion 
3. Health Plan Coordination  

1. Scenario 1, 2, 3 & 3B: Begin conversations with provider groups regarding on-site clinic and the need to set 
up the clinic as a “network” provider from a claims and data collection perspective 

2. For Scenario 2: begin steps to communicate enhancements to the HRA option effective 7/1/2017 
4. Integrate employee and family facing health programs through a three to five year roadmap which includes physical, 

mental, and financial wellbeing 
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Appendix 
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Model Considerations:  
Direct Savings - Value of On-site Clinic Services Provided 

 The table below shows the per unit value of services to be provided at the on-site clinic in lieu of members accessing 
community providers 

Services Costs per Unit* 

Primary and Acute Care   
Office Procedures $103 

Urgent Care/Primary/Acute Episodic Care $45 

Immunizations/Vaccinations/Allergy  $64 

Preventive Health Exams $123 

Laboratory Services $16 

*The per unit value of services provided are based off of industry benchmarks 
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Model Considerations: Indirect Savings 
Hospitalizations 

Admissions Per 1000 52.1 

Cost Per Admission $15,084 

% Reduction in Admissions Years 1-5: 0.5%-3% 

Emergency Room 

Visits Per 1000 172.1 

Cost Per ER Visit $2,223 

% Reduction in ER Visits Years 1-5: 5%-9% 

Specialist Referrals 

Cost Per Specialist Visit $82 

% Reduction in Specialist Visits Years 1-5: 15%-19% 

Productivity - Lost Work Time (Primary Care & Occ. Health) 

Hours Away from Work Saved Per Visit 2 hour 

Average Hourly Wage $22.00 

Wellness / Disease Management (Health Improvement) 

Value Associated with Risk Improvement $215 

Employees with 3 or more risk factors (%) 30% 

Pharmacy 

Average Cost per Prescription n/a 

Total Prescriptions n/a 

% Reduction Due to Onsite Rx n/a 
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Indirect Cost Avoidance Methodology 

Hospitalizations 
As the impact of on-site clinic services takes hold, we anticipate that some hospitalizations will be avoided due to 
improvement in the population’s health. Experience has shown that chronically ill members are the most likely source of 
avoided admissions. For example, individuals with diabetes and heart disease are admitted to hospitals at a rate that is 
five times (diabetics) and ten times (heart disease) greater than individuals without chronic conditions. One major objective 
of the on-site clinic is to work with diabetics and those with heart disease (as well as other chronic medical conditions) to 
eliminate higher utilization associated with poor health and medical complications.  
 
Emergency Room Visits 
More timely access to medical treatment eliminates the need for expensive emergency room use. Emergency rooms are 
often overused with a high percentage of visits more appropriately treated in a physician’s office or on-site clinic. 
Numerous emergency room encounters could be avoided by re-routing patients to the on-site clinic or another lower level 
of care. Some individuals will learn from on-site clinicians that their ailment does not require emergency room services.  
 
Specialist Referrals 
It is not unusual for time-pressed primary care physicians to refer a patient prematurely to a specialist simply because they 
do not have the time or resources to devote to explore the patient’s symptoms and diagnose the presenting problem. A 
typical primary care office visit with a community-based physician lasts about 10 minutes. The typical visit in the on-site 
clinic will last at least 20 minutes. This extra time gives clinicians the luxury of probing deeper into presenting problems. 
More time with the patient leads to better diagnostic and treatment insights, thereby reducing the need for referrals to 
specialists. This is important because the average cost for a specialist visit exceeds the cost for a primary care visit due to 
higher visit fees and a greater propensity to order diagnostic tests. Aon Hewitt assumed 50% of specialist visits are related 
to acute or primary care. 
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Indirect Cost Avoidance Methodology 

Productivity - Lost Work Time  
Busy schedules make it difficult for PEBP employees to secure timely medical treatment. The near-site clinic makes it 
easier to receive medical and occupational health services because it is less disruptive to work or family life. Many 
employees today lose 2 to 4 hours (or even the entire day) when they leave work to drive to a physician’s appointment 
during the work day. We recognize that not all office visits require one to leave work. Aon Hewitt assumed 2 hours away 
from work saved per visit. 
 
Short Term Disability - Lost Work Days 
There is a direct link between an employee’s health status and the likelihood of incidental absence, short term disability 
and long term disability. Employers that invest in on-site clinics anticipate employee health improvement which leads to 
fewer lost work days. Aon Hewitt assumed 5 expected lost work days (PEPY). 
 
Prescription Drugs 
Generic drugs cost less than brand name drugs. There is savings potential associated with the substitution of generic 
scripts for brand name scripts.  On-site clinic clinicians are well positioned to influence the substitution of acute illness 
generic medications for more expensive brand name drugs. However, the greatest cost savings potential from prescription 
drugs lies with improving the adherence of on-site clinic users to prescribed medications. No prescription drugs savings 
are reflected in the models. 
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Indirect Cost Avoidance Methodology 

Health Improvement 
Wellness and the management of chronic health conditions can be enhanced by engaging on-site clinic staff in face-to-
face health coaching with at-risk individuals, conducting group health education sessions (e.g., diabetes management, 
weight management, physical activity), organizing wellness campaigns and serving as expert guides to wellness 
committees. Studies have shown that face-to-face health coaching by a trusted health advisor delivers greater impact than 
telephone-based coaching. We calculate health improvement by assuming that 50% of Reno employees participate in the 
wellness program at PEBP.  Of that group, we assume 30% have 3 or more modifiable risk factors.  Of that group we 
assume the penetration rate will use the clinic staff to help them reduce one risk factor.  Studies show the value of 
reducing one risk factor to be approximately $215.  In year one, of the “Likely” case scenario we expect the clinic to help 
201 employees who have 3 or more risk factors to reduce one risk factor.   
 
Quality of Care 
On-site clinic clinicians contribute to improved quality of care through earlier intervention and by referring to proven, high-
performing specialists and hospitals when complex care is needed. High quality care is less expensive due to fewer 
complications when it is delivered in high-performing institutions. Although we see potential savings due to improvements 
in quality of care, we do not build this component into our cost impact model.   
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Reno Zip Codes 

89431 
89433 
89434 
89436 
89441 
89502 
89503 
89506 
89507 
89508 
89509 
89511 
89512 
89519 
89521 
89523 
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Top 25 Most Costly Specialties – Reno 

SPECIALTY Avg Allowed Avg EE Paid Avg Plan Paid 

PEDIATRIC HEMATOLOGY/ONCOLOGY $358 $112 $246 
THORACIC SURGERY $250 $25 $224 
PEDIATRIC UROLOGY $233 $47 $187 
HEMATOLOGY AND ONCOLOGY $204 $24 $179 
CLINICAL GENETICS $168 $0 $168 
INFECTIOUS DISEASE $156 $4 $140 
RADIATION ONCOLOGY $193 $60 $134 
CRITICAL CARE MEDICINE (INTERNAL MEDICINE) $132 $0 $132 
ANESTHESIOLOGY $162 $27 $130 
MIDWIFE $154 $31 $123 
HEMATOLOGY (PATHOLOGY) $117 $0 $117 
PAIN MEDICINE $148 $21 $117 
GYNECOLOGICAL ONCOLOGY $187 $67 $112 
RHEUMATOLOGY $162 $50 $112 
DIAGNOSTIC RADIOLOGY $164 $58 $107 
OBSTETRICS & GYNECOLOGY $133 $30 $102 
CHILD NEUROLOGY $165 $67 $98 
MEDICAL ONCOLOGY $114 $18 $95 
SOCIAL WORKER $159 $66 $93 
EMERGENCY MEDICINE $142 $46 $91 
PHYSIOLOGY $250 $163 $88 
GYNECOLOGY $136 $50 $84 
PEDIATRIC ENDOCRINOLOGY $174 $92 $82 
NEUROLOGY $142 $55 $82 
CARDIOVASCULAR DISEASE $164 $72 $80 
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