Budget Bootcamp II: Cost
Analysis, Revenue, and Payers

Welcome to an in-depth exploration of cost structures, payer systems, and
financial strategy specifically designed for IVF laboratories. This course is
tailored for IVF lab directors, practice managers, financial officers, and billing
professionals seeking to optimize their financial operations.

& by Fertility Guidance Technologies




Course Objectives and Learning Outcomes

—e— 0 — o0 —

Understand Payer Systems Perform Detailed Cost Analysis Align Costs with Revenue

Gain comprehensive knowledge of Learn methodologies to accurately Develop strategies to ensure cost
reimbursement models and how they track, categorize, and analyze all costs structures support sustainable
specifically apply to IVF laboratory associated with IVF laboratory revenue generation and profitability.
services. operations.

Optimize Payer Mix Prevent Claim Denials

Create effective financial planning strategies that balance Implement systems to ensure reimbursement compliance
different payment sources for maximum stability. and minimize revenue loss from denied claims.

By the end of this course, you will have practical tools and strategies to enhance the financial performance of your IVF laboratory while
maintaining clinical excellence.



The Financial Ecosystem of IVF: Complexity and Opportunity

Hybrid Financial Model Critical Financial Considerations
IVF clinics and laboratories operate within a complex financial ecosystem that combines multiple payment models: Payer Awareness: Understanding what services get reimbursed, which don't, and how this impacts operational decisions is
fundamental to financial success.
y Cash-pay services (direct patient payment)
. Insurance reimbursement (varies widely by carrier) Benefit Trends: The landscape of fertility benefits is evolving rapidly, with growth in employer-sponsored programs and
. . some government-funded initiatives.
y Grant funding (research, special programs)
2 Bundled pricing packages (fixed price for service sets) Cost Transparency: Patient payment behavior is increasingly influenced by price transparency and financing options.

This hybrid approach requires sophisticated financial management and strategic planning to ensure sustainability.
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Medicare 101: What IVF Labs Must Know

Medicare Part A
Covers inpatient hospital services

Limited direct impact on IVF labs

May cover certain hospital-based procedures

~
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Medicare Part C (Advantage)
Private, HMO-style plans

Unique billing requirements

Specific pre-authorization protocols

o
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Medicare Part B

Critical for reimbursable lab work

J

Covers outpatient lab tests, diagnostic services, physician services

Most relevant to IVF diagnostic testing

~
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Medicare Part D
Prescription drug benefits
Important for medication affordability

Requires lab/pharmacy coordination

o

J
~

While Medicare typically doesn't cover IVF treatment itself, understanding Medicare is essential because:

* Many diagnostic tests used in fertility workups may be covered

* Maedicare billing practices often influence commercial insurance policies

* Some patients may have Medicare as secondary insurance



Payer Mix Strategy: Balancing Revenue Streams

Types of Payers in the IVF Landscape

Medicare Commercial Insurance
Federal health insurance program primarily for those 65+ or with Private health insurance plans with varying levels of fertility
certain disabilities. While IVF procedures are often not covered, coverage. Some states mandate fertility coverage, while others
related diagnostic services may be eligible for reimbursement. leave it optional. Employer self-funded plans may offer more
comprehensive benefits.
Self-Pay
State and federal program for low-income individuals. Coverage Direct patient payment, often with package pricing or financing
for fertility services varies dramatically by state, with most states options. Typically represents a significant portion of IVF lab
providing minimal or no coverage for assisted reproductive revenue due to limited insurance coverage.

technologies.

Strategic Payer Mix Management

Understanding your payer mix is crucial for accurate revenue forecasting and financial stability. The impact of contracted rates, self-pay
discounts, and bundled package offerings must be carefully analyzed to ensure profitability while remaining competitive in your market.



CPT Coding and Billing Compliance
CPT Codes and Their Role in IVF Lab Billing

Current Procedural Terminology (CPT) codes for laboratory services primarily fall in the 80000-89999 range. Accurate coding is essential for proper reimbursement of IVF diagnostics and procedures.

) 4 I

Category I Codes Category I Codes Category III Codes

Established laboratory procedures with widespread clinical Supplemental tracking codes for performance measurement Temporary codes for emerging technologies and services
(AP Used for quality reporting and benchmarking Example: Al-assisted embryo grading systems

Examples: Hormone assays, semen analysis, genetic testing \ /

Required Documentation

Requisition Forms Claim Forms
Must include: CMS-1500 or electronic equivalent containing:
. Patient demographics y Patient and insured information
. Ordering physician information y Provider details and NPI
. Test requested with clinical indication y Date of service
. Relevant diagnosis codes (ICD-10) . CPT and ICD-10 codes
y Charges

Correct coding and comprehensive documentation are your first line of defense against claim denials. Establish rigorous quality control processes to ensure accuracy before submission.



Dissecting Lab Costs: Direct, Indirect, Fixed, and Variable

High Directness

Direct Costs — Media, disposables, labor Indirect Costs — Admin, office, billing

Low Cost Variability High Cost Variability

Variable Costs — Reagents, volume-linked
disposables Fixed Costs — Rent, equipment leases

Low Directness

Direct Costs Variable Costs



Advanced Cost Analysis Models for IVF Labs

Prime Costs
Direct labor + materials for test

Example: Embryologist time + culture media for embryo culture

Conversion Costs
P Labor + overhead (excluding materials)

Example: Staff time + equipment depreciation for ICSI procedure

Full Production Costs
& Prime + conversion (no admin overhead)

Example: All costs directly associated with embryo biopsy

Ready-to-Serve Costs
@9 Overhead just to keep the lab open

Example: Base facility costs even with no patients

Fully Loaded Costs

All-in: labor, materials, overhead, administration

Example: Complete cost accounting for an IVF cycle

\/

Strategic Applications of Cost Models

These cost analysis frameworks provide powerful tools for:

Method Comparison: Evaluating the true cost difference between conventional IVF and ICSI
Providing data-driven justification for reimbursement rates with payers
Pricing Strategy: Developing competitive yet profitable service packages

Resource Allocation: Identifying where to invest for maximum financial return



Strategic Budgeting Models in IVF Operations

Operational Budget

Covers day-to-day functions of the IVF laboratory, including
consumables, staff salaries, and routine maintenance. This is the
foundation of financial planning and typically operates on an annual

é/cle W|th monthly tracking.
apital Budget

Addresses equipment purchases, facility expansions, or major
renovations. For IVF labs, this might include new incubators,
microscopes, or time-lapse imaging systems. Typically planned 3-5 years
in advance with annual uFdates

Cash Flow Budge

Provides monthly predictions of money movement, accounting for the
timing differences between service delivery and payment receipt. Critical
for managing liquidity and ensuring operational continuity.

Rolling Quarter Budget

A dynamic approach that updates quarterly, allowing for more
responsive financial management. Particularly valuable in rapidly
changing regulatory or reimbursement environments.

Zero-Based Budget

Starts from scratch each cycle, requiring justification for every expense.
Useful for established labs looking to eliminate inefficiencies or startups
establishing initial financial frameworks.

Flexible Budget

Adjusts based on test volume or cycle count, recognizing that many costs
scale with activity levels. Helps identify true fixed vs. variable costs and
supports more accurate financial forecasting.

The optimal budgeting approach should align with your practice's growth stage, market position, and strategic objectives. Early-stage labs may benefit
from zero-based budgeting to establish discipline, while mature operations often leverage flexible budgeting to optimize efficiency at scale.



Protecting Revenue: Billing Compliance & Denial Management

Common Reasons for Claim Denial in IVF Laboratory Services

Coding Errors

. Incorrect CPT code selection
C Outdated or deleted codes

g Unbundling of code combinations

\

Documentation Problems
. Incomplete requisition forms
y Missing physician orders

y Insufficient documentation of medical necessity

O\

Diagnosis Issues

. Missing ICD-10 codes
y Diagnosis doesn't support medical necessity

*  Incorrect sequencing of primary/secondary codes

Proactive Denial Management Strategy

Monitoring & Analysis

Regularly track denial rates and patterns to identify systemic issues or training gaps.
Categorize denials by type, payer, and service to target improvement efforts effectively.

Billing Report Review

Implement routine reviews of billing reports to catch underpayments or coding errors before
they become patterns. Compare reimbursement against contracted rates to ensure proper

payment.

Administrative Errors

y Patient demographic mistakes
. Insurance information errors

y Missing prior authorization

N

Appeals Process

communication with payers and maintain comprehensive records to support appeals.

Cross-Functional Coordination

Establish regular communication between laboratory, billing, and payer relations teams.
Ensure clinical staff understand documentation requirements and billing staff comprehend
technical aspects of services.

Develop a structured appeals workflow with clear responsibilities and timelines. Document all



Tools and Takeaways for Financial Optimization

Digital Solutions for IVF Financial Management

Modern digital tools like ART Compass provide integrated platforms to streamline financial operations and enhance profitability:
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Cost Tracking

Automated systems to document and categorize laboratory expenses with
precision, allowing for detailed analysis by procedure, patient, or time
period.

Competency Tracking

Automated documentation of staff training and competencies, supporting
compliance requirements and justifying technical component billing.

Quality Reporting

Automated generation of quality metrics and outcomes data to support
payer justification and demonstrate value.

Creating a Cohesive Financial Strategy
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CPT Code Linkage

Direct association of laboratory tasks with appropriate billing codes,
reducing coding errors and ensuring complete capture of billable services.

Cost-Per-Test Calculation

Real-time analysis of procedure costs, supporting data-driven pricing
decisions and contract negotiations with payers.

Integration Capabilities

Seamless connection with EMR, billing, and accounting systems to create a
unified financial ecosystem.

The ultimate goal is to align laboratory operations, budgeting processes, and billing practices into one cohesive financial strategy that maximizes both clinical excellence

and financial performance.

Final Takeaway: You can't manage what you don't measure—data is power in the complex financial landscape of IVF laboratory services.



Deep Dive: Direct Cost Analysis for IVF Procedures

Detailed Breakdown of Direct Costs by Procedure

Conventional IVF Embryo Biopsy

Media & Consumables: Culture dishes, pipettes, media ($150-300) Specialized Consumables: Biopsy pipettes, dishes, media ($200-400)
Labor: Embryologist time for insemination, checks, culture changes (2-3 Highly Skilled Labor: Senior embryologist time (1-2 hours)

hours) Advanced Equipment: Laser system usage and maintenance

Equipment Usage: Incubator space, microscope time, hood time — ] i
qafip J P P Vitrification/Warming

Quality Control: Media testing, environmental monitoring

) . Cryopreservation Media: Vitrification solutions, warming solutions ($100-200)
Intracytoplasmic Sperm Injection (ICSI)
Storage Devices: Straws, goblets, labels ($25-50)

Additional Consumables: Microinjection pipettes, mineral oil ($75-150) Labor: Embryologist time for freezing/thawing (1-1.5 hours)

Additional Labor: Specialized embryologist time (1-2 hours) Equipment: Liquid nitrogen usage, storage tank maintenance

Specialized Equipment: Micromanipulator usage and maintenance

Tracking these direct costs with precision allows for accurate procedure pricing, identification of cost-saving opportunities, and data-driven negotiations with
suppliers and payers. Consider implementing barcode scanning for consumables and time-tracking software for labor to enhance accuracy.

Direct costs typically represent 40-60% of the total cost of IVF laboratory procedures, with the remainder coming from indirect and overhead expenses.



Indirect Cost Allocation Methods for IVF Labs

Strategies for Fair and Accurate Overhead Distribution
4 N )

Square Footage Method Direct Labor Hours

Allocates costs based on physical space usage Distributes costs based on staff time per procedure

Example: Lab occupies 30% of clinic space, so bears 30% of rent and utilities Example: ICSI requires 2x embryologist time of IUI, so bears 2x the overhead
Best for: Facility costs, utilities, maintenance Best for: Administrative support, quality management

A 4 A

Procedure Volume Revenue-Based

Assigns costs based on number of procedures performed Allocates costs proportional to revenue generation

Example: If biopsies are 15% of procedures, they bear 15% of general overhead Example: If ICSI generates 40% of revenue, it bears 40% of marketing costs
Best for: General administrative costs, billing department Best for: Marketing, business development

Implementing a Hybrid Allocation Approach

Most successful IVF laboratories implement a hybrid approach to indirect cost allocation, using different methodologies for different cost categories:

Facility Costs Billing & Compliance

Square footage method for rent, utilities, maintenance, and janitorial services ensures fair Procedure volume or revenue-based allocation for billing department costs, regulatory compliance,
distribution based on physical resource consumption. and accreditation expenses reflects the administrative burden of different service lines.
Administrative Support Marketing & Business Development

Direct labor hours method for reception, scheduling, and general administration creates a logical Revenue-based allocation for marketing, advertising, and business development expenses aligns

connection between procedure complexity and support requirements. promotional investment with financial return.




Commercial Insurance Navigation for IVF Labs

Understanding the Complex Landscape of Private Payers

Types of Commercial Plans

Preferred Provider Organizations (PPOs): More flexibility in provider choice, often
with higher reimbursement rates but more complex billing requirements

Health Maintenance Organizations (HMOs): Stricter network limitations, typically
requiring referrals and prior authorizations for specialty services

Exclusive Provider Organizations (EPOs): Hybrid models with network restrictions
but fewer referral requirements

High-Deductible Health Plans (HDHPs): Lower premiums but higher patient
responsibility, affecting collection strategies

Navigating Commercial Contracts

State Mandates & Coverage Variations

Fertility coverage varies dramatically by state:

Comprehensive Mandate States: (e.g., Illinois, Massachusetts) Require coverage for
multiple IVF cycles

Limited Mandate States: (e.g., Texas, Ohio) Require insurers to offer coverage, but
employers can opt out

Diagnosis-Only States: Cover fertility testing but not treatment

No Mandate States: No requirements for fertility coverage

Understanding your state's specific requirements is essential for maximizing
reimbursement opportunities.

@ Contract Analysis 2 ) Pre-Authorization Management @ Network Participation Strategy
Review all payer contracts annually to identify Develop robust systems for obtaining and tracking Strategically evaluate which networks to join
coverage limitations, reimbursement rates, and pre-authorizations. Document all communications based on patient demographics, reimbursement
procedural requirements. Pay special attention to and maintain a database of payer-specific rates, and administrative burden. Consider the
laboratory-specific provisions and carve-outs. requirements to streamline future submissions. value of participating in specialized fertility

networks or centers of excellence programs.



Self-Pay Programs: Designing Financially Viable Packages

Creating Value for Patients While Ensuring Profitability

Package Design Principles

Cost Transparency: Clear breakdown of what's included and excluded
Balance between clinic and patient financial risk
Service Bundling: Strategic grouping of high and low-margin services

Competitive Positioning: Differentiation from local market offerings
Common Package Types

Single Cycle: One complete IVF cycle with clearly defined inclusions
Multi-Cycle: Discounted pricing for commitment to multiple cycles
Shared Risk: Refund if no live birth after specified number of cycles

Mini-IVF: Lower-cost option with reduced medication protocols

Financial Analysis for Package Pricing

Effective package pricing requires comprehensive cost analysis:

Direct Costs to Include:

* Laboratory consumables and media
* Direct staff time (embryologists, andrologists)

*  Procedure-specific equipment usage

Indirect Costs to Consider:

*  Administrative support and billing
*  Facility overhead allocation

*  Equipment maintenance and depreciation

Risk Factors to Account For:

*  Cycle cancellation rates
* Additional service utilization patterns

*  Success rates by patient demographic

When designing packages, add a minimum 30% margin to fully loaded costs to account for unexpected expenses, market fluctuations, and sustainable profitability. Track

utilization patterns and outcomes to refine package offerings over time.



Financial Metrics and KPIs for IVF Laboratory Management

Measuring What Matters for Financial Success

$4,200 68% $950 3.2%

Average Cost Per Cycle Gross Margin Revenue Per Embryo Claim Denial Rate
Fully loaded laboratory costs including direct Target percentage for sustainable laboratory Average laboratory revenue generated per Target maximum percentage of claims denied
materials, labor, and allocated overhead operations after direct costs embryo created on first submission
Days in A/R Revenue Per Embryologist

Average time from service to payment receipt ~ Annual laboratory revenue generated per full-
time embryologist

Implementing a Financial Dashboard

Develop a comprehensive financial dashboard that tracks these key metrics monthly, quarterly, and annually. Effective dashboards should:

. Compare actual performance against budgeted targets y Integrate clinical outcomes with financial metrics

* Highlight trends over time with visual representations * Provide drill-down capability for root cause analysis

. Segment data by procedure type, payer, and patient demographics . Be accessible to both financial and clinical leadership
. Include both leading and lagging indicators . Drive data-informed decision making

Best Practice: Schedule monthly financial review meetings with laboratory and administrative leadership to analyze metrics, identify trends, and develop action plans for improvement.



Revenue Cycle Optimization for IVF Laboratories

Streamlining the Path from Service to Payment

Pre-Service —@

y Insurance verification
y Benefit explanation
. Prior authorization 2 Point of Service
* Financial counseling y Accurate registration
g Consent documentation
Claim Submission _@ . Procedure documentation
y Coding verification . Charge capture
° Claim scrubbing
. Electronic submission @— Payment Posting
° Batch tracking y Payment reconciliation
y Contractual adjustment
Follow-Up —@ c Patient responsibility
* Denial management * Denial identification
y Appeals processing
° Patient collections
° Performance analysis
Common Revenue Cycle Bottlenecks in IVF Settings
Insurance Verification Challenges Documentation Gaps
Fertility benefits are often complex, with varying levels of coverage for different procedures. Implement specialized Clinical documentation often lacks the specificity needed for optimal reimbursement. Create laboratory-specific
verification protocols that identify specific fertility benefit limitations, lifetime maximums, and procedure-specific exclusions. documentation templates that capture all elements required for medical necessity determination and proper code
E’Sasti?enrq?eFri]ﬁiancial Counseling
IVF procedures involve multiple CPT codes that must be properly bundled or unbundled based on payer requirements. Patients often don't understand their financial responsibility for partially covered or non-covered services. Implement

Develop payer-specific coding cheat sheets and implement regular audits to ensure compliance with changing requirements. comprehensive financial counseling protocols with clear estimates of patient responsibility before service delivery.



Employer-Sponsored Fertility Benefits: A Growing Opportunity

Understanding and Leveraging the Corporate Benefits Landscape

Employer-sponsored fertility benefits represent one of the fastest-growing segments in the IVF financial landscape. According to recent surveys, over 40% of large employers now offer some form of fertility coverage, up from just
24% five years ago.

N\ I

Traditional Insurance Carve-Out Programs

Employers add fertility coverage to existing health plans Specialized fertility benefit managers (e.g., Progyny, WINFertility)
Billing Impact: Standard insurance billing processes apply Billing Impact: Unique billing requirements and portals
Reimbursement: Based on contracted rates with carrier Reimbursement: Often bundled payments with quality metrics

AN
AN

Direct Employer Contracts Health Reimbursement Arrangements

Employers contract directly with fertility clinics Employers fund accounts for fertility expenses

Billing Impact: Simplified direct billing to employer Billing Impact: Patient pays upfront, submits for reimbursement
Reimbursement: Negotiated package rates with volume guarantees Reimbursement: Self-pay rates with patient reimbursement

Strategic Approaches to Employer Benefits

Benefit Manager Partnerships Customized Employer Packages
Develop strategic relationships with fertility benefit managers like Progyny, WINFertility, and Carrot. Create employer-specific service packages with volume-based pricing, simplified billing, and outcomes
Understand their quality metrics, reporting requirements, and reimbursement models to maximize reporting. Consider on-site educational sessions and dedicated scheduling channels for employees.
Ba,rtici ation benefits. . .

Irect Employer Outreach Data-Driven Value Demonstration
Identify large local employers without fertility benefits and develop educational outreach programs Develop comprehensive outcomes reporting that demonstrates clinical excellence, patient satisfaction, and
highlighting the business case for coverage, including employee recruitment/retention benefits and cost-effectiveness to support employer benefit decisions and renewals.

productivity improvements.



Future Trends in IVF Laboratory Finance

Preparing for Emerging Financial Models and Challenges

4 N [

Value-Based Reimbursement Al and Automation Impact

Shift from fee-for-service to outcomes-based payment models Financial implications of new technologies

° Live birth rate bonuses y Capital investment requirements

. Singleton pregnancy incentives y Reimbursement for Al-assisted procedures

Patient satisfaction metrics * Labor cost reallocation

9 Y,
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Price Transparency Mandates Telehealth Integration

Regulatory requirements for clear pricing Remote monitoring and consultation models
. Published price lists ° Virtual follow-up reimbursement

. Good faith estimates . Remote monitoring billing

y No surprise billing compliance y Multi-state licensing requirements

- J

Strategic Preparation for Future Financial Landscapes

Data Infrastructure Investment Regulatory Monitoring Systems

Develop robust data collection and analysis capabilities to support outcomes reporting, quality metrics, and value- Establish dedicated resources for tracking evolving financial regulations, price transparency requirements, and
based care models. Ensure systems can track both clinical and financial outcomes at the patient level. surprise billing provisions that may impact IVF laboratory operations and billing practices.

Financial Modeling Sophistication Strategic Technology Assessment

Implement advanced financial modeling tools that can simulate various reimbursement scenarios, payer mix Develop a structured approach to evaluating new technologies that incorporates both clinical value and financial

changes, and technology adoption impacts to support strategic decision-making. impact, including reimbursement potential, efficiency gains, and return on investment analysis.



Key Takeaways and Action Steps
Implementing Financial Excellence in Your IVF Laboratory

Conduct a Comprehensive Financial Assessment

Perform a detailed analysis of your current cost structures, payer mix, reimbursement rates, and financial processes to establish your baseline.

Develop Strategic Financial Goals

\v/
DX
AN
Set specific, measurable objectives for key financial metrics including cost per cycle, days in A/R, denial rates, and contribution margin by service line.
\/
{é} Implement Financial Management Tools
Invest in digital solutions that integrate clinical and financial data, automate cost tracking, and provide actionable analytics for decision-making.
\/
\/ . . .
& Build Cross-Functional Collaboration
))
Create regular communication channels between laboratory, billing, and administrative teams to align clinical and financial objectives.
\/
\/ .
Monitor, Measure, and Adapt
¢!
Establish a continuous improvement cycle with regular financial performance reviews and agile response to changing market conditions.
\/

Remember: You Can't Manage What You Don't Measure

The foundation of financial success in IVF laboratory operations is comprehensive, accurate data that connects clinical activities to financial outcomes. By implementing the strategies and tools covered in this course, you'll be positioned to:

y Make data-driven decisions about service offerings and pricing y Adapt proactively to changing reimbursement models
. Negotiate effectively with payers and vendors . Demonstrate value to patients, payers, and partners

y Identify opportunities for operational efficiency y Build a financially sustainable laboratory operation

y Align financial incentives with clinical excellence g Support the mission of helping patients build families

Final Thought: Financial excellence and clinical excellence are not competing priorities—they are complementary forces that, when properly aligned, create a sustainable foundation for fulfilling your mission of helping patients build families.
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