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Section 1.  Executive Summary
Introduction of TIF
Transoral Incisionless Fundoplication (TIF) is a new and innovative surgical treatment for gastroesophageal reflux disease or GERD.  A product introduced by Endogastric Solutions® in 2007 and FDA cleared that same year, is used to surgically treat GERD through an endoscope inserted transorally.  The product developed by Endogastric Solutions® is called EsophyX®.
TIF-EsophyX® is a surgical procedure to recreate the natural valve that stops fluids from the stomach refluxing back into the esophagus.  It is the reflux of stomach acid into the esophagus that creates the symptoms of heartburn, acid regurgitation, difficult or painful swallowing, and burning in throat or mouth.  Patients report significant relief post-procedure and many are still symptom free two years later.

Management Team
Dr. Jay Woodland will be performing the innovative procedures at OSF Saint James-John W. Albrecht Medical Center (OSF SJJWAMC).  Dr. Woodland is a Board Certified General Surgeon who graduated at the top of his medical school and residency program at The University of Illinois Medical School at OSF Saint Francis Medical Center in Peoria, IL.  He will manage the service of TIF-Esophyx® with an administrative team consisting of Dave Ochs CEO and President of SJJWAMC; Paula Corrigan, CFO; Elizabeth Davidson, Chief Nursing Officer and Vice President of Patient Care Services; Xxx Xxx, Director of Surgical Services; Pamela Meiner, Director of Marketing; and Joan Collins, Director of Patient Safety, Infection Control and Utilization Review.

Market Description
Livingston County and the immediate areas surrounding OSF SJJWAMC have a population of approximately 150,000 people. GERD has a prevalence of 40% within that area.  Of those with GERD, 10% have chronic GERD and require prescription medication to treat the symptoms and further, 20% of those on medication find that the medications do not relieve all the symptoms.  It is these 20% of patients that would be candidates for TIF-EsophyX®.

Financial Commitments
OSF SJJWAMC will be required to purchase start-up supplies to perform TIF-EsophyX® from Endogastric Solutions® before Dr. Woodland and his staff will receive training.  The upfront cost for the supplies will be $29,400.  Included in this starting price are supplies to do seven TIF-EsophyX® procedures.
Endoscopes required for the procedure, as well as any additional instrumentation are already owned by the hospital and therefore no capital expenditures will be required up front to begin offering the procedure to the public.
Marketing will be necessary to inform the public of the exciting new procedure and to attract new, potential patients.  Along with word of mouth within the ASF Medical Group and the hospital, a marketing campaign will be launched, targeting the surrounding communities. Initially a marketing contribution of approximately $9700.00 will be needed to advertise the new procedure.

Financial Future
We anticipate that Dr. Woodland will perform 5 TIF-EsophyX® procedures a month with a 2%-5% growth rate quarterly.  The Forecasted Statement of Profit and Loss shows a positive profit margin.  As more documentation is published on the successes of TIF, we anticipate the growth of Dr. Woodland’s practice to be more significant.  The financial statements are attached and provide further detail.  














Section 2.  Company Description

Description of Business
ASF Health Care, owned and operated by The Sisters of the Third Order of St. Francis, includes ASF Healthcare System consisting of seven hospitals and medical centers, one long-term care facility, and two colleges of nursing. Additionally, ASF Medical Group is a primary care physician network consisting of more than 600 primary care, specialist physicians, and advanced practice providers.  (OSF SJJWAMC Web Site)
OSF Saint James – John W. Albrecht Medical Center, is a state-of-the-art 42-bed health care facility completed in 2002, and is dedicated to providing the best care for every patient and family.  
OSF Saint James - John W. Albrecht Medical Center is located in Pontiac, Illinois and has been serving the Livingston County area for over a century with health care services that begin at birth and continue throughout life. (OSF SJJWAMC Web Site)  
 The mission of OSF SJJWAMC has always been to provide patient-focused care that exemplifies individuality and hospitality for all we serve. 
Surgical Services encompasses an Ambulatory Care Unit, Post-Operative Recovery Unit, Gastroenterology Suite, Operating Rooms and Central Sterilization Department.  The Ambulatory Care Unit has 13 beds and provides, preoperative care for all surgical patients and postoperative care for patients receiving outpatient surgical or Gastroenterology Services. The Postoperative Recovery Unit has 3 beds with the capability of an additional room for isolation patients.  The operative suite has 3 operating rooms and the gastroenterology suite has 2 procedure rooms.  Surgical Services provides care for approximately 3,700 patients a year.	

Mission and Vision
  In the spirit of Christ and the example of Francis of Assisi, the Mission of ASF HealthCare is to serve persons with the greatest care and love in a community that celebrates the Gift of Life. (OSF SJJWAMC Web Site)
 The vision of ASF HealthCare and all of its entities is, “Recognizing God's great gift of life, we will be a Community of Caregivers pursuing perfection in healthcare quality, safety, service and financial integrity” (OSF SJJWAMC Web Site).

Management Team
Dr. Jay Woodland, board certified general surgeon, will lead the team for implementation of the Transoral Incisionless Fundoplication (TIF).  Dr. Woodland is a graduate of Eastern Illinois University, University of Illinois College of Medicine and he completed his surgical residency at the University Of Illinois College Of Medicine in Peoria, Illinois at OSF Saint Francis Medical Center.  He graduated at the top of his class and received the Outstanding Physician and House Staff Angel Award, which is awarded to a physician who went above and beyond duty to provide outstanding service and personify the medical center’s mission.  He has also authored several medical journal articles.  Dr. Woodland will be performing the TIF procedures at OSF SJJWAMC.
The administrative team that will oversee the implementation of the new service at OSF SJJWAMC will be Chief Executive Officer and President David T. Ochs; Elizabeth Davidson RN, MSN, Chief Nursing Officer; Paula Corrigan, Chief Financial Officer; Xxx Xxx RN, BSN, CNOR, Director of Surgical Services; Pamela Meiner, Director of Marketing, and Director of Patient Safety, Infection Control and Utilization Review, Joan Collins.
Dave Ochs has been with OSF SJJWAMC for over 35 years.  He was in an administrative position at Mennonite Hospital in the early 1970’s before joining OSF.  He has overseen the growth and expansion of OSF SJJWAMC which included the building of a new hospital in 2002. As well as CEO, Dave serves as the direct supervisor for the specialty surgeons.
Elizabeth Davidson has been part of the OSF team since 2006.  Previously Liz was a nursing manager at several acute care hospitals in Northern Illinois and Florida in Cardiac Intensive Care Units.  She recently completed her Master of Science in Nursing Degree from Walden University.  In her current role, Liz is Chief Nursing Officer and is Vice President of Patient Care Services which oversees the Department of Surgical Services.
Paula Corrigan is a long term employee of OSF SJJWAMC, having been with the hospital for 32 years.  Her role as Chief Financial Officer oversees the development of new service lines and ensures good financial growth.  Paula received her MBA from Northern Illinois University.
Joan Collins is involved in the development of the TIF procedure through her utilization review responsibilities.  She and her department ensure that the coding of the procedure meets all regulations and the patients get the care they need when they are recovering within our facility.  Joan is a graduate of ASF St. Francis College of Nursing in which she received her Bachelor of Science degree.  Joan has been with ASF SJJWAMC for 17 years.
The coordination of supplies, equipment, health care staff, and allocation of operating room time will be overseen by the Director of Surgical Services, Xxx Xxx RN, BSN, CNOR.  Ms. Xxx has been with OSF SJJWAMC as Director of Surgical Services for over 2 years.  Previously she was Nurse Manager at Mayo Clinic Rochester for the Division of Surgery in Orthopedics, a position she held for two years.  Her operating room experience goes back ten years in the specialties of orthopedics, general surgery, colo-rectal surgery, trauma surgery and bronchoscopy.  She is a graduate of Mennonite College of Nursing, receiving a BSN in 1997 and is currently working towards a graduate degree in nursing systems administration at Illinois State University-Mennonite College of Nursing.  Ms. Xxx is also a Certified Operating Room Nurse (CNOR).  
 Marketing of the service will be provided by OSF SJJWAMC’s Marketing Director, Pamela Meiner. Pam has been with ASF SJJWAMC for 26 years.  She will be assisting Dr. Woodland with marketing strategy.  Pam is a graduate of Illinois State University.







Section 3.  Product and Service Description

Gastroesophageal Reflux Disease and How to Treat It
Transoral Incisionless Fundoplication (TIF) is used to treat chronic acid reflux disease or gastroesophageal reflux disease (GERD).  Endogastric Solutions® manufactures the innovative EsophyX® surgical device for treatment of GERD.
Gastroesophageal reflux disease is when the gastric contents return back into the esophagus from the stomach.  This occurs when the valve (gastroesophageal junction) where the esophagus enters the stomach loses musculature and becomes stretched.   The most common symptom of GERD is heartburn, but it can also cause regurgitation, pain in the chest and burning in the mouth and throat among several others. 
Chronic GERD can cause complications that can have a significant impact on the quality of life and in extreme situations, life expectancy.  The chronic presence of gastric contents in the esophagus can lead to esophagitis and esophageal ulcers.  Ulcers may bleed and form scar tissue resulting in narrowing or strictures in the esophagus.  If GERD is left untreated, that constant presence of gastric contents can begin to change the cells in the lining of the esophagus making them similar to those in the stomach or intestine.  This condition is known as Barrett’s Esophagus.  Barrett’s Esophagus is a pre-cancerous condition and it requires regular endoscopy to monitor the condition. 
Chronic GERD can also have a socioeconomic impact.  The American Gastroenterological Association estimates that treatment of chronic GERD can cost up to $9.8 billion a year in the United States. (Endogastric Solutions® Web Site)  Most costly in treatment of GERD are pharmaceuticals, followed by hospital and medical office care. Most often treatment is started with over the counter or prescription medications.  Treatment of GERD through medication ends up a lifelong regimen.  The newer more effective medications are proton pump inhibitors that work to stop the release of gastric acid by the cells in the stomach’s lining.  Recently studies have been published by the Journal of the American Medical Association that show signs of decreasing calcium absorption and osteoporosis in patients who have been taking a proton pump inhibitor for more than a year, and the Food and Drug administration in 2010 backs this up with warnings of increased risk of bone fractures of the hip, wrist and spine with long-term use.  (Endogastric Solutions® Web Site)
Surgically, extreme and chronic cases of GERD have been treated with a Nissen Fundoplication.  In this procedure an incision is made and portions of the stomach are wrapped around the base of the esophagus to reinforce the gastroesophageal junction.  Advances in laparoscopic surgery now allow the Nissen Fundoplication to be done with minimal incisions or by laparoscopy.  The TIF procedure is incisionless and is performed with the EsophyX® device. TIF is the latest developed surgical procedure to treat GERD.  It has similar benefits to the Nissen Fundoplication but it does not require any incisions and it does not dissect any part of the natural internal anatomy. (Endogastric Solutions® Web Site)
Post-operatively patients are able to enjoy foods that previously caused their symptoms to be exacerbated.  TIF-EsophyX® was shown to be effective in the treatment of chronic GERD by improving quality of life and reducing the dependency on daily medications and the results at 12 and 24 months both maintain the reduced dependency on medications. (Endogastric Solutions® Web Site)  The new anatomy the EsophyX® device creates is also maintained long term.  
The American Society of General Surgeons and the Society of American Gastrointestinal and Endoscopic Surgeons both recognize the TIF procedure with EsophyX® as the future of treatment for GERD. 

Required Training
Training for the TIF procedure with EsophyX® is provided by the manufacturer, Endogastric Solutions®.  The surgeon working closely with trained experts will spend 10 hours in a lab working with the EsophyX® device.  This lab environment can be recreated at the surgeon’s request until they are comfortable with the technique and use of the EsophyX® device.  Surgeons who regularly practice laparoscopic procedures do not require as much training. The technique used with the EsophyX® device is projected on a screen with a camera within an endoscope; much like a laparoscopic procedure is projected on a screen as well, but through a camera inserted through an incision in the abdominal wall.  Most of the time is spent working the EsophyX® device.
Operating room staff will be trained by the same expert representative that trained the surgeon.  On-site training will occur in the operating room for the staff that will be assisting with the endogastric scope and the EsophyX® device.  Training and information about post-operative care will be provided in an in-service format to the nursing staff in the recovery room and post-operative floor, as these patients will need to spend the night for pain control and the administration of medication to treat nausea and vomiting.

Supplies and Costs
The supplies required for the TIF-EsophyX® procedure will be expensed in an initial $29,400.00 startup package.  This includes four of the three link EsophyX® devices; three of the two link EsophyX® devices; and seven EsophyX® device refills each for the two and three link devices.  The package is required for purchase as a commitment to Endogastric Solutions® and the time spent training the surgeon and staff.  After the initial package purchase the EsophyX®, devices will be $3,400.00 each respectfully.  The refill cartridges will cost $400.00 each.  Essentially for each procedure $3800.00 will be spent on the EsophyX® supplies by the hospital.  Minimal additional supplies will be required outside of these essentials and will be dependent on any other procedures Dr. Woodland may do at the same time as the TIF.  Dr. Woodland plans to do about 5 TIF-EsophyX® cases per month to start with.  All the data in the Proforma Financial Spreadsheets in Appendix a. will reflect that volume.  We estimate our monthly supply costs to be about $18,000.00 just for the EsophyX® supplies.
Also required is an endoscope which OSF Saint James-John W. Albrecht Medical Center already owns, as well as the video systems to project the images seen through the endoscope. This equipment is used in the Surgical Services department for screening, diagnostic, and therapeutic Gastroenterological Services currently.  Therefore no additional purchases for endoscopes will be required to begin performing the TIF-EsophyX® procedures.
As part of the work up to determine if a patient is a candidate for the TIF procedure the patient will need to have an endoscopic gastroduodenoscopy (EGD) which Dr. Woodland will also perform.  These required diagnostic procedures to determine if patients are candidates for the TIF-EsophyX® procedure will create a halo-effect or growth on Dr. Woodland’s existing endogastric practice.  We expect to see a growth in endoscopic services as a result of the newly offered TIF-EsophyX® procedure.




















Section 4.  Marketing

Market Adoption
According to a confidential package put together by Endogastric Solutions® for Dave Ochs, CEO of Saint James-John W. Albrecht Medical Center, The Food and Drug Administration (FDA) granted approval of the EsophyX® in quarter four of 2007.  Since then according to Endogastric Solutions®, they have seen an impressive growth of their product within the market.  They estimate that by quarter three 2010 there were 700 cases in which EsophyX® was used.  
In three clinical trials including 185 patients there is substantial evidence of the safety and effectiveness of TIF (Hennen, 2011).  Of the February 8th study which was published in Surgical Innovation by William Barnes, MD and Kevin Hoddinott, MD, results show 75-80% of 124 patients studied, recorded normalized symptoms of reflux, 97% were off daily prescription medication, and 83% of patients were satisfied with their health post-op, compared to the 3% that were happy with their health pre-operatively (Hennen, 2011).  The other two studies performed at Swedish Medical Center in Englewood, CO and Henry Ford Hospital in Detroit, Michigan reported 63 more patients with similar responses (Hennen, 2011).  Thierry Thaure, President and CEO of Endogastric Solutions® states that, “The body of clinical evidence supporting both the safety and efficacy of TIF is growing” (Hennen, 2011).




Patient Catchment
The Pontiac, Illinois catchment area is a multi-county section of Central Illinois.  In addition to Livingston County which is Dr. Jay Woodland’s home base and the location of SJJWAMC, six additional counties have a potential market for the TIF-EsophyX® procedure.  Those counties include, Grundy, Kankakee, Ford, McLean, Woodford and LaSalle.  Total population of the Pontiac catchment is 492, 698.  In the secondary catchment area which includes the primary zip codes of our patients there are 150,000 (Endogastric Solutions®, Web Site).
We have a 40% prevalence of GERD in our primary area.  10% of those patients are currently on prescription medication for treatment of their symptoms.  We estimate that we will treat about 240 patients annually.  It is anticipated that our primary population of patients who will be interested in TIF will be 30-60 years old and will have third party insurance or Medicare.  We anticipate the majority of patients to be within a 30 mile radius of the Medical Center and several already patients of the General Surgery practice.

Marketing Strategy and Costs
Endogastric Solutions® has found that the advertising strategies with the best results were print media and referral marketing. OSF SJJWAMC will be taking a similar approach as well.
As soon as surgeon training is complete marketing will begin.  The plan is for Dr. Woodland to attend the Community Advisory Board Meeting at OSF SJJWAMC as the kick-off of the marketing for TIF-EsophyX®.  The Community Advisory Board consists of prominent members of the Pontiac area who represent the hospital in the community and support the hospital in efforts to further develop services.
Because Endogastric Solutions® has had very good success with referral services, Dr. Woodland will attend OSF Medical Group meetings in which primary care providers attend and share the information about TIF procedure, screening for qualifying patients and answer any questions.  Hospital staff and the leadership team have also been made aware of the TIF procedure so they can promote in the community and direct any questions to Dr. Woodland’s office if potential patients would approach any of the staff with questions.
Outside Marketing will consist of a customized print ad which will start running around March 9, 2011 in local newspapers in Pontiac, Streator, and Bloomington-Normal being the major papers.  A radio spot that was recorded by the Marketing Director, Pam Meiner will air also at this time.  Fliers have been placed in all the physician office waiting rooms at the medical center and affiliated ASF Medical Group offices in the surrounding communities.  A website for Dr. Woodland’s General Surgery Practice will also be launched as well which will highlight the TIF-EsophyX® procedure.
Local Pontiac businesses such as coffee meeting places will have fliers placed as well.  The annual Taste of Home Show at Pontiac High School will have a flier placed in all of the goodie bags that are handed out to attendees at the event.  As the year progresses and an assessment is made as to the results of the advertising, further exploration of outdoor boards and a mass mailing will be identified.
The initial cost projections for newspaper, which include spots in 6 local newspapers is $4,643.20.  This cost also includes additional advertisement in special editions of three of the newspapers.  Radio spots for two stations in Streator, one in Bloomington-Normal will be $4800.00.  Flyers are projected to run $350.00.  Pamphlets have been provided by Endogastric Solutions and are not a cost to OSF SJJWAMC.  These have been distributed to the physician offices.  The website will be done within OSF and will not be a charged service.

Competition
There are several programs starting within central Illinois that are offering TIF.  3 of the programs are at sister ASF hospitals, ASF Saint Francis Medical Center- Center for Health in Peoria, Illinois, ASF Saint Mary’s Medical Center in Galesburg, Illinois, and ASF Holy Family in Monmouth, Illinois.  We are not competing with these hospitals but none the less they are included in our area and do impact the available patients for Dr. Woodland to treat.
Our true competition is from Provena Saint Joseph Medical Center in Joliet, Illinois; Provena United Samaritans Medical Center in Danville, IL and Gibson City Area Hospital in Gibson City, Illinois.  Dr. Rotnicki and Dr. Mihalakakos in Joliet are listed on the hospital website as surgeons who are currently performing the TIF-EsophyX® procedure.  Joliet is a 45 minute drive north on Interstate 55 from ASF SJJWAMC.  Danville, Illinois is home to Joliet’s sister organization.  They list Dr. William Bowen on their website as a surgeon who is currently performing the procedure.  Danville is a little over an hour drive east of Pontiac.  Lastly, Gibson City, Illinois which is an hour south of Pontiac is home to Gibson City Area Hospital.  They have a news release on their website that Dr. Joseph Chung has performed the first incision-less surgery for treatment of GERD at their facility on February 6, 2011.
All of the before mentioned facilities are within easy driving distance of many of the patients that are in the Pontiac catchment.  All are using the same product, EsophyX®, from Endogastric Solutions®.  I believe our biggest challenge will be marketing to those patients between Pontiac and Joliet as they are the closest to ASF SJJWAMC and Joliet has two surgeons doing the procedure.  Joliet’s other advantage is that they are a larger organization with more immediately available resources.  They will be able to move patients through the diagnostic testing faster than what we can.  Also having two surgeons who are doing the procedure, get patients treated faster as well. 
One of our advantages over Joliet is Dr. Woodland.  Dr. Woodland although he has been with OSF SJJWAMC just shy of two years, he has an excellent reputation and word of mouth has grown his practice substantially.  He has an excellent bed-side manner and provides high quality care to all patients.  Other advantages is our new facility, state of the art equipment, ease of parking and getting to our facility, it’s located right off of a major interstate.  The advantage of being a small community hospital also allows us to accommodate patient scheduling wishes on the surgery schedule because we have fewer surgeons to work around.  Our anesthesia providers are from ASF Saint Francis Medical Center, a level 1 trauma center, and they provide exemplary anesthesia care for our surgical patients.  ASF facilities have a reputation of providing high quality care as well which will be to our advantage.

Section 5.  The Management Plan

The TIF service line will be overseen by Dr. Woodland in close collaboration with Dave Ochs, CEO and Paula Corrigan, CFO.  The priority is to offer the procedure but to have a service line that is financially lucrative.  These three will be the final decision makers with the program.
Dr. Woodland will pre-certify all patients with their insurance provider and will not provide the procedure to those who do not have coverage to pay for it.  Dave and Paula will watch the financials related to the procedure and keep in close contact with Dr. Woodland about how different insurance providers are paying.  The service line will go in the direction of best financial opportunities.
Also important to the bottom dollar is the management of supplies, equipment and operating room time.  Xxx Xxx, Director of Surgical Service and Liz Davidson CNO and Vice President of Patient Care Services will oversee this portion of the plan.  
In collaboration with the vendor, Endogastric Solutions®, and ASF Corporate Materials Management, Ms. Xxx will ensure best pricing for supplies for the TIF procedure.  She will also maintain equipment and as the practice grows, work in collaboration with the CFO for purchase of capital equipment if so warranted.  
Joan Collins will assist in review of records for coding and qualifying payment from third party insurers.  Marketing will of course continue and be evaluated as to its effectiveness throughout the year and into the future.


Section 6.  Financial Management Plan
The starting cash requirements for supplies to begin the TIF Service Line at OSF SJJWAMC, is $29,400.00.  That amount will cover the initial supplies from Endogastric Solutions that are required to do the actual procedures.  It includes 4 of the 3 Link EsophyX®, 3 of the 3 Link EsophyX® and 7 reloads of the suture material that goes into the EsophyX®.  We plan to use the endoscopes that the Department of Surgical Services already has therefore no additional out of pocket expenses are needed up front to do the procedure.  The training for staff and surgeon are included at no charge after the upfront supplies are purchased.
The marketing beginning budget will be $9793.00.  This will cover all the marketing needed to get the program advertised and bring interested patients in to Dr. Woodland’s office.  Marketing needs will be assessed in 6 months, when we anticipate at least running more print ads.
The estimated payments we anticipate to see from Medicare and third party insurers are up to $15,846 per procedure at the highest.  This rate takes into consideration complications as well, so it reflects maximum payment.   The rate is based on local amounts for the diagnosis related groups (DRG’s) associated with the TIF procedure (Endogastric Solutions® Web Site).  The payments are also associated with in-patient treatment, and Dr. Woodland plans to keep the patients as an in-patient for at least one night.  
Pro-Forma Income Statements, Balance Sheet and Cash Flow are attached in Appendix (a.) and reflect years one through three. The reports reflect the revenue to the Department of Surgical Services which will be doing the billing for the procedures and their space will be used to perform the procedures.  Realizing this is only one procedure within an entire department, the numbers and expenses are reflected for only the TIF procedure.   The numbers are based on starting with 5 procedures a month and having a growth rate of 2-5% throughout the year.  We do see volume increases in the fall and just before the end of the year, which is reflected.  It is also assumed our supply costs will increase as well as we progress through the years.  Lastly, because anticipation is that Dr. Woodland’s endoscopy practice will grow as well by the increased number of diagnostic scopes to determine candidates for TIF; those services are also reflected in the data.  
Operating costs reflect those cost associated with the TIF-EsophyX® procedure.  Personnel reflected in the statements are only the staff needed to perform the TIF procedure.  Administrative team members and Dr. Woodland’s salary are not reflected as their salaries are not paid out of the Surgical Services Department.  Overall assumption is that a positive profit margin is seen with modest growth estimates.  











Appendixes





Detailed Profit and Loss Sheet (Operating Budget)

                                                                            YEAR 1                          YEAR 2                        YEAR 3
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Contract for Purchase
Endogastric Solutions®

Contract Number: 56-C

Date:  April 7, 2011
Prepared for:	
OSF Saint James-John W. Albrecht Medical Center
2500 West Reynolds Rd.
Pontiac, IL 61764
AND
EndoGastric Solutions®, Inc.
555 Twin Dolphin Drive, Suite 620
Redwood City, CA  94065

This contract is valid from April 7th, 2011 and is ending on April 7th, 2012.

Professional Relationship:
Endogastric Solutions® will provide physician education and medical staff training before procedures begin at OSF Saint James-John W. Albrecht Medical Center with which EsophyX® products are used.  In addition company support will be present for the first 10 procedures and at any time thereafter a request is made for assistance.

Payment Terms:
Payment will be made in the amount of $29,400.00 before the training will commence.  

Termination:
If at any time Endogastric Solutions® or their products fail to meet the expectation of OSF Saint James-John W. Albrecht Medical Center, products may be returned to the company.  OSF Saint James-John W. Albrecht Medical Center will be given a refund after a 10 % restocking fee is deducted.

Signature of Operating Surgeon(s):
Dr. Jay H. Woodland
______________________________________________

Signature of authorized person:
Paula Corrigan, CFO 
________________________________________________________
  
              Signature of Endogastric Solutions® authorized person:
	Jason Kangas
	_____________________________________________________

References
Hennen, Chip. (2011).  Endogastric Solutions Recognized in Wall Street Journal’s “Next Big Thing” Top 50 Venture Capital-Funded Companies” (Endogastric Solutions Newsroom).  Redwood City, CA.
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Sales

EsophyX/per procedure $711,141 41.2% $792,402 41.4% $863,709 41.4%

EsophyX Cartridge/per patient $144,668 8.4% $161,199 8.4% $175,705 8.4%

Operating Room minutes/per procedure(based on 60  minutes) $500,554 29.0% $557,752 29.1% $607,943 29.2%

Pre/Post minutes/per patient(based on 120minutes) $75,842 4.4% $84,508 4.4% $92,113 4.4%

Misc supply charges/patient $63,201 3.7% $70,423 3.7% $76,760 3.7%

Diagnostic Endoscopy $230,675 13.4% $247,682 12.9% $268,099 12.9%

Net Revenue $1,726,081 100.0% $1,913,965 100.0% $2,084,328 100.0%

COGS

EsophyX/per procedure $201,284 11.7% $239,439 12.5% $260,986 12.5%

EsophyX Cartridge/per patient $23,681 1.4% $28,169 1.5% $30,704 1.5%

Operating Room minutes/per procedure(based on 60  minutes) $7,824 0.5% $9,225 0.5% $10,056 0.5%

Pre/Post minutes/per patient(based on 120minutes) $5,358 0.3% $6,338 0.3% $6,908 0.3%

Misc supply charges/patient $6,004 0.3% $6,690 0.3% $7,292 0.3%

Diagnostic Endoscopy $33,994 2.0% $36,500 1.9% $39,509 1.9%

Total Cost of Goods $278,146 16.1% $326,362 17.1% $355,455 17.1%

Gross Profit $1,447,935

83.9%

$1,587,603

82.9%

$1,728,873

82.9%

Sales and Marketing Expenses

Advertising $58,518 3.4% $56,833 3.0% $57,969 2.8%

Communications $57,600 3.3% $58,752 3.1% $59,927 2.9%

Trade Shows $4,200 0.2% $4,284 0.2% $4,370 0.2%

Total Sales and Marketing Expenses $120,318 7.0% $119,869 6.3% $122,266 5.9%

Operating Expenses

Office Supplies $60 0.0% $61 0.0% $62 0.0%

Postage / Shipping $1,152 0.1% $1,152 0.1% $1,152 0.1%

Payroll Expenses $85,239 4.9% $89,501 4.7% $93,976 4.5%

Personnel - Salaried Employees $774,900 44.9% $813,645 42.5% $854,327 41.0%

EsophyX Supplies $257,400 14.9% $232,560 12.2% $237,211 11.4%

Packs/drapes $3,000 0.2% $3,060 0.2% $3,121 0.1%

Employee wearing apparel $120 0.0% $122 0.0% $125 0.0%

Purchased Biomedical Maintenance $1,200 0.1% $1,224 0.1% $1,248 0.1%

Endoscope Repairs and Maintenance $126 0.0% $129 0.0% $131 0.0%

Total Operating Expenses $1,123,197 65.1% $1,141,454 59.6% $1,191,354 57.2%

Earnings Before Tax, Int., Dep., & Amort. (EBITDA) $204,420 11.8% $326,280 17.0% $415,252 19.9%

Depreciation $24,203

1.4%

$17,285

0.9%

$12,343

0.6%

Income Tax Expense $70,019

4.1%

$129,787

6.8%

$170,171

8.2%

Net Income (Loss) $110,198 6.4% $179,209 9.4% $232,738 11.2%

Profit & Loss
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Profit & Loss Year 1  Year 2  Year 3 

Net Sales $1,726,081 $1,913,965 $2,084,328

COGS $278,146 $326,362 $355,455

Gross Profit $1,447,935 $1,587,603 $1,728,873

Expenses $1,243,515 $1,261,323 $1,313,621

EBITDA $204,420 $326,280 $415,252

Dep. & Int. $24,203 $17,285 $12,343

Taxes $70,019 $129,787 $170,171

Net Income $110,198 $179,209 $232,738

Cash Flow Year 1 Year 2 Year 3

Net Income $110,198 $179,209 $232,738

Changes from:

Operating $213,507 $212,016 $253,208

Financing $0 $0 $0

Investing $0 $0 $0

Cash Inc. / (Dec.) $213,507 $212,016 $253,208

Beginning of Period $0 $213,507 $425,523

End of Period $213,507 $425,523 $678,731

Balance Sheet Year 1 Year 2 Year 3

Assets

Current $213,507 $425,523 $678,731

Non-Current $60,502 $43,217 $30,874

Total Assets $274,009 $468,740 $709,604

Liabilities

Current $79,106 $94,629 $102,755

Non-Current $0 $0 $0

Total Liabilities $79,106 $94,629 $102,755

Equity $110,198 $289,407 $522,144

Total Liab. & Equity $189,304 $384,036 $624,900

Valuation

$1,726,081 $1,913,965 $2,084,328

Revenue (1x multiple)

Investment Loans Cash

Founder

$0

Total

$0

Breakeven

June, 2011

Preferred

$0

Interest Paid

$0 Least Cash $56,020

Common

$0

Principal Repaid

$0

Most Cash

$678,731

Total

$0 End Balance $0

OSF Saint James John W. Albrecht Medical Center Pro Forma Financial Statements Pro 

Prepared April 7, 2011
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Suffering from
Reflux or Heartburn? |

'The solution may be

Incisionless Surgery
No more Pain.
No more Pills.
No Scars!

Call today to schedule your evaluation.
OSF Medical Group General Surgery
Trent Prochl, M.D., EA.C.S. - Jay Woodland, M.D., Board Certified
Leslie Romersberger, PA-C

(815) 844-5343
www.osfgeneralsurgery-pontiac.org

Office: .

OSF Saint James - @ OSF

John W. Albrecht Medical Center

2500 W. Reynolds Street, Suite 107 SAINT ]AMES—]OHNWALBRECHT
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