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Introduction
This is an attempt to understand and codify a repeatable process for bringing new products based on

- - _ .—. software to market in the commercial sector. Dr. - and his
team have created initial offerings for four new commercial products. This document looks at the
market viability of taking the Patient Intake product to market. This process should run in parallel with

other product roll-outs.

There were 37 million patients admitted to the over 5,500 Primary Care Hospitals in 2007. This number
is expected to rise as baby boomers continue to age. There is also a growing need for qualified
Physicians to treat this aging population. According to the Department of Labor the demand for new
doctors will grow by 14% over the next 10 years. COGME Report (2005) — “US Likely to Face a Shortage
in 2020” projects a shortfall of 85,000 physicians by 2020. California (2004) — “Likely to Face Physician
Shortage in 2015” reports states that demand for physicians in California will outstrip supply by 4.7% to
15.9% by 2015. Florida (2005) — “All Agree Demand Outstrips Production”, “A quarter of Florida’s
practicing physicians are over 65 and only 10% are under 35.”

In a study “Time Allocation in Primary Care Office Visits” it was determine that Physicians only spend 6

minutes on the initial patient interaction. This is not enough time to fully understand and properly
diagnose complex medical conditions. With increase in demand over supply this problem will continue

to get worse.

- has an application that could help reduce the impact of this problem. The Patient Intake application
will:

» Save the hospital money during the intake process,

» Reduce the amount of time a Physician spends preparing for the initial patient exam

» Improve the quality of the diagnosis by providing more detailed information.
The subscription pricing model correlates financial benefit with financial cost, making the CFO happy.

With less than 5% market penetration using current patient intake projections, - could generate
almost $2,000,000 in operating income over the next three years. Some of this operating income will
be reinvested in improvements to the application. These improvements will then open new markets for

expansion.
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Patient Intake

Opportunity Assessment
“Incentives in prevailing physician payments favor procedure-based patient care over time-intensive
evaluation and management care.”

Tai-Seal e M, Mc Gu i r e Timé&AllocaZion ia Pricpary Cokb Offick Qiddts7 HSR vbl 42(5), pp. 1871-1894. Major
Competition

Market Value

There were 37,188,775 hospital admissions in 2007. This represents 5,747 registered hospitals. Almost
70% of those hospitals are between 200 and 700 beds. Almost 75% of them are east of the Mississippi
River. Almost 75% of the registered hospitals are part of a systems or network of hospitals.

If the average hospital spends $30 per patient for Patient Intake, the total market value would be $1.1B.
Much of this process is automated through HIS systems currently in place. If we project the market value
to be closer to 50% of the total value, we would be still talking about $500M per year being spent on the
administrative cost of Patient Intake for non-automated Primary Care Facilities. If -’s solution is only
S3 per patient intake, the revenue value at 100% market penetration would be $55M. A 10% market
penetration would yield $5.5M per year in ongoing revenue. A 10% market penetration would also
mean roughly 200 Primary Care Facilities have the - solution installed.

This represents roughly $27.5K per hospital per year. With an ASP model this is very good margin, but
still a relatively small sale, even considering a minimum 3 year commitment. Cost of sales must be
minimized.

Product Description

The generic market for this product is any Primary Patient Care facility which must integrate information
from diverse systems into a quick and easy to understand report generated either electronically or on
paper. Most of the information must reside in the legacy systems currently in use. New information
collected may reside in an ancillary database, but be available to existing applications. The product will
collect information from these diverse systems based on patient input. The collated information, along
with historic information for past patients, can be presented to the attending Physician at initial exam.

Input from patients will be via customer on-line questionnaires. These questionnaires will be modality
and symptom specific. Care will have to be taken to verify accuracy of input. Doctors in general don’t
believe patients know how to describe their symptoms.
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Major Competition

DocuTAP
Use DocuTAP software to avoid a common bottleneck in medical practices: patient registration. Patients
can enter their demographic information using a
patient registration web site. You are automatically
notified, and can quickly import the information. In
addition to saving your internal staff time, your
patients will be delighted with how quickly they are
admitted to a patient room. With DocuTAP software,
you can electronically verify that the patient is
eligible for service prior to the patient visit.

Verification is completed in just seconds, either at
the time of scheduling or at patient check-in.

DocuTAP software makes it easy for nurses to begin documenting the patient intake. Using a Tablet PC
at the point of care, you can record information such as vitals, symptoms, family and social history,
medications, medical history, and allergies. This information is instantaneously available to the
physician.

Pricing: DocuTAP bases its license fee solely on the number of patients seen by your providers.

AccuReg

AccuReg automatically audits 100% of hospital registrations for hundreds of user-specified error types
that impact reimbursement, operations and compliance risk. The errors are reported to the responsible
registrars in time for corrections to be made before they get to HIM and Billing, dramatically reducing
rework and denials, improving competency, and eliminating the need for manual QA review. All with no
interface required, no ADT system limits, and no training burden on supervisors or staff, AccuReg is
easily the most powerful, comprehensive, and easy to use registration accuracy (QA) system in the
industry. But don't take our word for it, ask our clients about it!

AccuReg offers integration with electronic insurance eligibility (270/271) data! No longer limited to
format editing, AccuReg can now compare actual values between insurance eligibility data and
Registration-keyed data to identify and report value variances back to the Registrar for self-correction.
Without adding further intrusion on the patient registration process, we can now catch transposition
errors in Policy#, Group#, SSN, DOB, even spelling of name. We can even identify elusive Medicare HMO
and Hospice claims wrongly loaded as standard Medicare, along with many other powerful edits.
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Sales and Marketing

Data Assumptions

This is a Preliminary Plan; as such many assumptions have been made. It is assumed that there is no
existing pipeline of customers and that the sales cycle is six months. It also assumes that an average
hospital of 300 would have an intake rate of 2,280 new patients a month. This represents an average
stay of 3 days and an occupancy rate of around 75%. (A 300 bed hospital has 109,000 patient days
available. 2,280 new patience per day, with an average stay of 3 days equals 82,000 patient days.) Over
80% of the certified hospitals have between 100 and 400 beds. The patient intake application is not size
dependant. The subscription model allows it to be just as viable for smaller hospitals as larger. Financial
data is also reliant on per patient pricing of $3.00. Although this seems extremely reasonable it is not
market tested. The financial data assumes all travel and marketing cost are paid from operating income.

Continued Application Development
Although the application has gone through preliminary development, | think more market input is
required to fine tune the product offering. This should not slow down or hold up any sales and
marketing effort. One of the ideas | would like to see implemented is a collaborative effort between
- and Primary Care Hospitals in the form of a product Blog. An e-mail can be sent to the appropriate
Director or Directors within the hospital community notifying them of - desire to solve this problem
and asking them to contribute to an internet dialog on how to go about it. This will provide numerous
benefits for | and the Healthcare Community.

1 Detailed Input for features and benefits

1 Guidance of RIO priorities

1 List of Hospitals actively engaged in the dialog

1 References for Scope of Work methodology

- could offer an incentive to the party or parties who contribute the best or most to the development
process. Ideas can be prioritized based on this input. The input can also be used in the sales process to
overcome objections.

Sales Methodology

The preliminary sales methodology will follow traditional sales processes. Because neither - nor the
Patient Intake Application has market presence, the sales process must be supported by relationship
building up front. This is going to take in person conversations. This is not the most cost effective
approach in the long term, but may be required up front. As market momentum builds and the product
more closely meets customer needs the sales process can be moved to a web based sales model.

| would recommend an Adword campaign based marketing strategy pulling decision makers toward an
GLY T 2NYI ( Abshaf that ofrfbé held abi Smonthly or weekly basis. The goal of this webinar will
be to educate the healthcare industry on the existence of market barriers to sustained quality patient
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care as it related to patient intake and what steps a facility should take to overcome these. This will
serve to not only educate the market but may also provide important insight concerning product
direction and positioning. Until the product reaches critical mass concerning features and benefits,
custom demonstrations will be required. As the product evolves these product demonstrations can
become more standardized.

Recommendation

There is a large unclassified need for computerized screening of patients during the intake process.
Although the direct business value of the solution is fairly straight forward the functional integration
issues remain undefined by the Primary Care Facility. This will be the major challenge to both
propagating interest and creating momentum to move forward. Dr. - has stated that his solution
can drive the administrative cost for intake from $30 to $3 per patient. The subscription pricing model
allows for a pay-for-use structure that minimizes risk.

Therefore the challenge is mirroring the current workflow while adding value through
» Increased HIPPA security
» Reduction of data input errors
1 Improved Patient profile detail for initial exam
1 Faster Intake processing
1 Better Patient Care

While assuring that critical medical information is not lost or misinterpreted.

Based on a quick review of the competitive landscape, - can differentiate its product from the
existing market through the application of its cognitive technologies. No generally available application
in the market today provides intelligent presentation of data. All applications reviewed only present
summary information of data. This ability to provide meaningful analysis along with detailed data will
distinguish [ in the market.
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Year One
Admissions
Rate/Admission
Revenue
Profit Margin
Gross Profit
Commission Rate
Commission

Cum Admissions
Cum Revenue
Cum GM

Cum Commission
Base Pay

Year Two
Admissions
Rate/Admission
Revenue
Profit Margin
Gross Profit
Commission Rate
Commission

Cum Admissions
Cum Revenue
Cum GM

Cum Commission
Base Pay

Year Three
Admissions
Rate/Admission
Revenue
Profit Margin
Gross Profit
Commission Rate
Commission

Cum Admissions
Cum Revenue
Cum GM

Cum Commission
Base Pay

Var. Jan
2,280 -
$ 3.00

80%

10%

10,000

v N n n

$ 120,000

Jan
2,280 15,960
$ 3.00
$ 47,380
80%
$ 38,304
10%
$ 3,830

15,960
47,880
38,304

3,830
10,000

v n nn

$ 120,000

Jan
2,280 43,320
S 3.00
$ 129,960
80%
$ 103,968
10%
S 10,397

43,320

$ 129,960

$ 103,968

$ 10,397

$ 120,000 $ 10,000

v N n n

Feb

20,000

Feb
18,240

54,720
43,776
4,378
34,200
102,600
82,080
8,208

20,000

Feb
45,600

136,800
109,440
10,944
88,920
266,760
213,408

21,341
20,000

Mar

30,000

v N n n

Mar
20,520

$ 61,560
$ 49,248
$ 4,925

54,720
$ 164,160
$ 131,328
$ 13,133
$ 30,000

Mar
47,880

$ 143,640
$ 114,912
$ 11,491

136,800
$ 410,400
$ 328,320

$ 32,832
$ 30,000

v N nn

v n nn

Apr

40,000

Apr
22,800

68,400
54,720
5,472
77,520
232,560
186,048
18,605

40,000

Apr
50,160

150,480
120,384

12,038
186,960
560,880
448,704

44,870
40,000

May

50,000

v n n n

May
25,080

$ 75,240
$ 60,192
$ 6,019

102,600
$ 307,800
$ 246,240
S 24,624
$ 50,000

May
52,440

$ 157,320
$ 125,856
S 12,586

239,400
$ 718,200
$ 574,560

$ 57,456
$ 50,000

v N n n

v n nn

v N n n

Jun

60,000

Jun
27,360

82,080
65,664
6,566
129,960
389,880
311,904
31,190

60,000

Jun
54,720

164,160
131,328

13,133
294,120
882,360
705,888

70,589
60,000

v n nn

Jul
2,280

6,840
5,472

547
2,280
6,840
5,472

547

70,000

Jul
29,640

88,920
71,136
7,114
159,600
478,800
383,040
38,304

70,000

Jul
57,000

171,000
136,800
13,680
351,120
1,053,360
842,688

84,269
70,000

Aug
4,560
S 13,680
S 10,944
S 1,094
6,840
S 20,520
S 16,416
S 1,642
S 80,000
Aug
31,920
S 95,760
S 76,608
S 7,661
191,520
S 574,560
S 459,648
S 45,965
S 80,000
Aug
59,280
S 177,840
S 142,272
S 14,227
410,400
$ 1,231,200
S 984,960
S 98,496
S 80,000

Sep
6,840
S 20,520
S 16,416
S 1,642
13,680
S 41,040
S 32,832
S 3,283
S 90,000
Sep
34,200
$ 102,600
S 82,080
S 8,208
225,720
S 677,160
S 541,728
S 54,173
$ 90,000
Sep
61,560
S 184,680
S 147,744
S 14,774
471,960
$ 1,415,880
$1,132,704
$ 113,270
S 90,000

Oct
9,120
S 27,360
S 21,888
S 2,189
22,800
S 68,400
S 54,720
S 5,472
$ 100,000
Oct
36,480
$ 109,440
S 87,552
S 8,755
262,200
S 786,600
$ 629,280
S 62,928
$ 100,000
Oct
63,840
S 191,520
S 153,216
S 15,322
535,800
$ 1,607,400
$ 1,285,920
$ 128,592
$ 100,000

Nov Dec
11,400 13,680
$ 34,200 $ 41,040
$ 27360 S 32,832
S 2,736 S 3,283
34,200 47,880
$ 102,600 | $ 143,640
$ 82,080 ($ 114,912
S 8,208 | $ 11,491
$ 110,000 | $ 120,000
|0p Income $ (16,579)
Nov Dec
38,760 41,040
$ 116,280 S 123,120
$ 93024 S 98,496
S 9,302 $ 9,850
300,960 342,000
$ 902,880 [$ 1,026,000
$ 722304 (S 820,800
s 72230($ 82,080
$ 110,000 | $ 120,000
[opincome [$ 618,720
Nov Dec
66,120 68,400
$ 198,360 $ 205,200
$ 158,688 $ 164,160
$ 15869 $ 16,416
601,920 807,120
$ 1,805,760 [ $ 2,010,960
$ 1,444,608 [ $ 1,608,768
$ 144,461 | $ 160,877
$ 110,000 | $ 120,000
| Op Income |$ 1,327,891

Mkt Share
0.13%

Mkt Share
0.92%

Mkt Share
2.17%
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