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Instructions:  

1. Using the example provided in the “Supplemental handout on cost-benefit analysis” available in the Canvas module, calculate the “payback period” for a new computer assisted coding (CAC) system using Microsoft Excel.  At this point in the project, assume you have narrowed your search to three different vendors.  You may submit all three CBAs on one Excel spreadsheet.  NOTE:  You do NOT need to calculate the discounted payback for this assignment.

Assume the following:
· It costs $560,000 per year to operate the current (old) system that to be replaced.    
· Vendor 1:  Product will cost $800,000 in year 1; and $300,000 for all subsequent years.  
· Vendor 2:  Product will cost $760,000 in year 1; and $310,000 for all subsequent years.  
· Vendor 3:  Product will cost $980,000 in year 1; and $225,000 for all subsequent years.  

2. Format the Excel spreadsheet in a professional manner which allows easy comparison between the three products.  Prepare as if submitting to the Health Information Technology Steering Committee.  
· Use an Excel spreadsheet to perform your calculations.  Students must use formulas for the mathematical computations.  Students may not perform the math on a calculator and plug results into cells.  
· Spreadsheet should be formatted for currency and have a professional appearance.  The presentation should be suitable for senior level management.

3. Identify which vendor’s system will pay for itself first and in which year this will occur.  In addition, determine which system will be most cost-effective over time.

4. Identify the benefits that may be achieved by the new system.  The benefits will be the same for all three systems; you do not need to do this for each individual vendor.  You may need to search the AHIMA Body of Knowledge to help with this part assignment if you aren’t familiar with CAC systems.  This component should be written in narrative format in an MS Word document.  It should be professionally formatted and suitable for submission to the Health Information Technology Steering Committee.  Separate the benefits according to category:

· Tangible/quantifiable) benefits
· Intangible/anecdotal (e.g. cost-effectiveness analysis)

5.  Submit both documents in Canvas (Excel spreadsheet file and the Word document).  Do not convert to PDF or other file format.


Cost Benefit/Cost-Effectiveness Analysis – Grading Rubric

	Criteria
	Possible Points

	Use of Abdelhak “payback period” template 
	10

	Use of Excel/Excel file submitted
	10

	Mathematical calculations accurate/use of formulas
	20

	Payback and most cost-effective vendor clearly identified
	8

	Professional formatting (currency, spell checked, attractive layout, appropriate heading)
	24

	Tangible/intangible benefits appropriate/accurate 
	28

	TOTAL POINTS 
	100





