Direct Primary Care;:
A Family Business




So you want to open a small
business...

* Objectives
Family dynamics
Budgets (personal and professional)

Services to Provide
What to include and exclude from membership

Deciding price

Know your market, it matters
Pro Forma Analysis
Growth Strategy




Family Dynamics

Honest Conversations

Family Roles

Financial Stress

Manage the Family Balance Sheet

Realistic Time to Succeed (build your runway)

Target your professional support networks (Ask for help!)







Family Finances

Make a Budget
Work on your blind spots

Stay liquid

Manage your debt obligations
Take advantage of low interest rate environment

Family Budget is critical part of your Business Pro Forma




Financial Engineering Example

Debt Consolidation Summary

Debt Before After Variance
HELOC ) $500 $500
Mortgage $2,000 $2,000 S0
Student Loans $4,000 $2,000 ($2,000)
Car Note $750 S0 (5750)
Monthly Payments | $6,750 $4,500 ($2,250)
DPC Clinic Rent $2,000
Net Change ($250)




Making a Pro Forma

* Provides a baseline expectation of performance

* Opportunity to evaluate actual vs expectations
Monthly / Quarterly / Annual Reviews

* Model business assumptions
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* Projected revenue?




Pro Forma Example

Pro Forma Inputs
Patients Avg Fee
600 $70.00
Employees Salary
1 $45,000
Office SF Rate
986 $29.00
Loan O/S Rate
$100,000 5.45%
Annual OpEx Growth Rate 1.50%

Month 1 2 3 4 5 6 7 8 9 10 11 12 Total
Members 10 20 30 40 50 60 70 30 90 100 110 120 120
Patient Fees $700 $1,400 | $2,100 | $2,800 | $3,500 | $4,200 | $4,900 | $5,600 | $6,300 | $7,000 | $7,700 | $8,400 | $54,600

Misc Income (1) $100 $100 | $100 | $100 | $100 | $100 | $100 | $100 | $100 $100 | $100 | $100 | $1,200
Total Income $800 $1,500 | $2,200 | $2,900 | $3,600 | $4,300 | $5,000 | $5,700 | $6,400 | $7,100 | $7,800 | $8,500 | $55,800

OpEx

Utilities $250 $250 | $251 | $251 | $251 | $252 | $252 | $252 | $253 $253 | $253 | $253 | $3,021

Payroll $3,750 $3,755 | $3,759 | $3,764 | $3,769 | $3,773 | $3,778 | $3,783 | $3,788 | $3,792 | $3,797 | $3,802 | $45,311
Insurance $175 $175 | $175 | $176 | $176 | $176 | $176 | $177 | $177 $177 | $177 | $177 | $2,114

Supplies $400 $401 | $401 | $402 | $402 | 3403 | $403 | $404 | $404 $405 | $405 | %406 | $4,833

EMR $300 $300 | $301 | $301 | $302 | $302 | $302 | $303 | $303 $303 | $304 | $304 | $3,625

Office Lease $2,383  [7$2,383 [1$2,383 [7$2,383 [1$2,383 [7$2,383 [1$2,383 [7$2,383 [ $2,383 [ $2,383 [7$2,383 [ $2,383 | $28,594
Administrative $500 $501 | $501 | $502 | $503 | $503 | $504 | $504 | $505 $506 | $506 | $507 | $6,041
Misc $500 $501 | $501 | $502 | $503 | $503 | $504 | $504 | $505 $506 | $506 | $507 | $6,041

Loan Debt Service (2) $100 $100 $100 |7 $454 [ $454 [ 454 [ $454 [ 454 [ $454 |7 454 [ 454 [ $454 | $4,388

Marketing $400 $401 | $401 | $402 | $402 | $403 | $403 | $404 | $404 $405 | $405 | $406 | $4,833
Total OpEx (3) $8,758 $8,766 | $8,774 | $9,136 | $9,143 | $9,151 | $9,159 | $9,167 | $9,175 | $9,183 | $9,191 | $9,199 [$108,801

Operating Income $7,958 $7,266 | $6,574 | $6,236 | $5,543 | $4,851 | $4,159 | $3,467 | $2,775 | $2,083 | $1,391 | $699 | $53,001




Pro Forma Example

Annual Cash Flow Pro Forma (Yr 1)

Annual Cash Flow Pro Forma (Yr 2)

Annual Cash Flow Pro Forma (Yr 3)

Membership Fees S 54,600
Clinic Visit Fees S -
Misc Income S 1,200
Total Income S 55,800
OpEx

Utilities S 3,021
Payroll S 45,311
Supplies S 4,833
EMR S 3,625
Office Lease S 28,594
Administrative S 6,041
Misc S 6,041
Marketing S 4,833
Total OpEx S 102,299
Operating Income -$46,499.35
Loan Debt Service* S 4,388

Net Income after DS

-$50,886.85

Membership Fees S 182,700
Clinic Visit Fees S -
Misc Income S 1,200
Total Income S 183,900
OpEx

Utilities S 3,066
Payroll S 45,995
Supplies S 4,906
EMR S 3,680
Office Lease S 28,594
Administrative S 6,133
Misc S 6,133
Marketing $ 4,906
Total OpEx S 103,413
Operating Income $80,487.43
Loan Debt Service* S -
Net Income after DS  $80,487.43

Membership Fees S 361,200
Clinic Visit Fees S -
Misc Income S 1,200
Total Income S 362,400
OpEx

Utilities S 3,113
Payroll S 46,690
Supplies S 4,980
EMR S 3,735
Office Lease S 28,594
Administrative S 6,225
Misc S 6,225
Marketing $ 4,980
Total OpEx S 104,543
Operating Income  $257,857.41
Loan Debt Service* S -

Net Income after DS $257,857.41




Finding the Office Space

Know your market

Capital resources (stay liquid)

Tenant Allowance Packages
Small Business Loans

Bias toward flexibility
Business assets / guarantees
Subleasing

Large fixed cost for your business — manage it!
Goal 10% of revenue or less (Health Ratio)

Ask for help: Hire outside counsel




Hiring

Bias towards lean (manage the expense ratio)

This should be a revenue generating decision

Value your time for business development

Be realistic about your growth
* Many ways to incentivize
KNOW YOUR MARKET (mid-levels, physicians, MA’s etc)




Setting Your Price

Know your market

Find Competitive set

Incorrect pricing takes years to correct

Start with end in mind
Set up for scale or endgame




Pricing discussion example
(business)

* Show different budget goals
* How many patients:

Overhead (240 - 170)
Student loans (60 —43)
Staff salary (75 — 54)

* Salary for Owner
* Pricing as indicator of service quality




Decide on Your Patient Volume

Days Hours  Average Total Patient

worked/w worked/da Visit  Visits Per Available Volume

k y Time Day Visits (46wk) (4 visit/yr)

5 7 30 min 14 3220 805

5 7 45 min 12 2760 690

5 7 60 min 7 1610 402.5

5 7 90 min 6 1380 345

5 8 30 min 16 3680 920

5 8 60 min 8 1840 460

5 8 90 min 6 1380 345

5 7 15 min 28 6440 1610




Total # Patients
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Avg Monthly Fee Per Patient

Revenue Projection - DPC

$40 $50 $60 $70 $80 $90 $100
$144,000 $180,000 $216,000 $252,000 $288,000 $324,000 $360,000
$192,000 $240,000 $288,000 S$336,000 $384,000 $432,000 $480,000
$240,000 $300,000 $360,000 S420,000 $480,000 $540,000 $600,000
$288,000 $360,000 $432,000 S504,000 S576,000 $648,000 $720,000
$336,000 $420,000 $504,000 S588,000 $672,000 S$756,000 $840,000
$384,000 $480,000 S$576,000 S672,000 S$768,000 $864,000 $960,000
$432,000 $540,000 $648,000 S$756,000 $864,000 $972,000 $1,080,000
$480,000 $600,000 $720,000 $840,000 $960,000 $1,080,000 $1,200,000
§528,000 $660,000 $792,000 $924,000 $1,056,000 $1,188,000 $1,320,000
§576,000 $720,000 $864,000 51,008,000 $1,152,000 $1,296,000 51,440,000
$624,000 $780,000 $936,000 51,092,000 $1,248,000 $1,404,000 $1,560,000

Mean DPC clinic monthly fee in 2015 was

$77




Business Development

Panel Growth Rate
Year 1, Year 2, Year 3
As your increase panel, less time for business development

Time allocation issues

Potential solutions

What'’s your “number”




Business Development

Growth is the Answer

Panel Growth Trend

esmmwProjected

Panel Total
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* Growth is a net metric (net positive / negative per month)




Adding Services

* Is this revenue generating or member attracting?
* Cost Benefit Analysis
* Know the numbers
Your cost for the product
Retail price in YOUR market for similar services/providers

How many times does someone need to use it monthly to make a
profit that is worth the risk of added costs/time




Strategic Decisions

* Aesthetics or other services
* Third Party Opportunities

» Office Space

* Hiring Decisions

* Medical Equipment

* Carrying Medications

* Selling DME

* Pricing




Cost Benetfit Analysis

* Benefit — Explicit & Implicit Costs
* Example: Adding Aesthetics

Scenario A B C
Cost $7.00 | S7.00 | S$7.00
Price $10.00 | $10.00 | $10.00
Proft per Unit | $3.00 | $3.00 | S$3.00
Total Units 25 25 25
Monthly Volume 5 10 15
Monthly Revenue|$375.00($750.00(51,125.00
Patients 5.36 10.71 16.07

* Results:
KNOW YOUR MARKET




Third Party Opportunities

* Opportunity:
Viable solution to spark revenue growth
Price and utilization are key considerations

Dynamic growing market, will need to assess as part of your
business

* Risk:
Concentration risk
Insufficient resources (% of your time relative to % of revenue)
Potential conflicts with private panel

**Closely review contracts, use counsel




WHEN THINGS DON'T GO TO PLAN

The Exit Strategy




What We Did Right

Kept overhead low
We hired later and walked away from a costly buildout

Emphasized local networking
Including after work events and did this as a partnership

Made monthly expenses manageable
Debt consolidations

Stayed liquid (financially)

Asked for help. From everyone.

Found professional services to help us right away.
Increased our prices

Changed hours to fit as we grew (family and clinic)




What We Did Wrong

Work on decreasing our debt more before opening

More realistic on how long it would take to grow and to make
a full salary

More flexible up front with how to grow the business

Ex. One-time visits, approaching employers with different
programs

Worked harder to get more pre-signups before opening
We don’t discuss the business as a family often enough

Discuss short-term and not long-term
Our family is our “Board”




“If you are working on
something exciting
that you really care

about, you don't
have to be pushed.
"The vision pulls you.



