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Executive Summary 
 
Problem and Opportunity 
 

Skin cancer is the most commonly diagnosed cancer in the United States with over 1 million 
cases diagnosed each year (National Cancer Institute - NCI).  Survival rates increase if this type 
of cancer is detected in the earlier stages of development (NCI).  Current methods of detection 
include manual evaluations, visual observations and biopsies.  These methods are time-
consuming for dermatologists and can be highly inaccurate due to the minute changes in the skin 
that must be detected.  This is a supplementary service that, with the accumulation of images, 
improves the quality of care long term. 
 
Target Market and Customers 
 

Our solution focuses on providing higher quality services to both physicians and patients.  The 
technology and services will provide reports to the physician detailing the changes found on their 
patients' skin.  The services will reduce the time needed for manual evaluations for the physician 
and enhance the care that they can provide to patient.  The accumulation of data and images will 
also provide higher quality care to the patients through improved detection and accuracy of 
reports. 
 
The Solution, Products, and Services 
 

Physicians will refer their patients to the IDL service centers.  The accumulation of images will 
enable changes in the skin to be tracked, improving the chances of the early detection of cancer.  
Early skin cancer detection will be achieved through the implementation of biomedical 
photography solutions and advanced detection technologies within this market. 
Business Model 
 

Our business will consist of service centers starting within the Tucson, AZ area.  We will earn a 
profit through the sale of services to the referred patients at these centers.  We are proposing that 
the majority of these costs will be covered by customers and health insurance companies. 
 
Competitive Advantages 
 

• Centralized and standardized method for biomedical photography and medical imaging 
reporting 

• Early brand development and recognition 
• Increased benefits for patients and physicians through higher quality care and more 

accurate reporting  
 
Management Team 
 

Pete Nielsen - General Manager, M.S. Electrical Engineering, MBA 
•  B.S. in Electrical Engineering, 2 years experience in the field  

Nicole Schechter - Marketing Manager, M.S. Bioscience 
• 9 years of science lab management 
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Patrick Ackerman - Finance Manager, B.S. Accounting, Finance 
•  Wealth and Asset Management 

Julie Olden - Operations/Product Manager, B.S. Business Management 
• Community Health Center and Veterans Hospital employee 

 
Financial Projections 
 

We estimate that initial investment of $5.4 million will cover the startup costs.  Future 
investments will be required to maintain growth and operations.  At the conclusion of five years 
of operation, the company will have a valuation of approximately $180 million.  This projection 
is based upon full capacity of 100 service centers located within the United States.  However, the 
price of the service in these projections represents the lowest possible cost to the patient. 
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Problem and Opportunity 
 
Skin cancer is the leading cause of cancer in the United States with over 1 million cases 
diagnosed every year.  Skin cancer is often divided into two categories, melanoma and non-
melanoma.  Melanomas are less prevalent than non-melanoma skin cancers with over 58,000 
cases diagnosed yearly, however, they are the most fatal.  The best defense against skin cancer is 
early detection and contributes to a survival rate of about 99%.  One in three Caucasians will 
develop skin cancer in their lifetimes and while skin cancer is less prevalent in other populations, 
it is more deadly as progression of the disease is more likely to go undetected.  Men age 50 + are 
at the highest risk for melanoma.  Every day more than 20 people die of skin cancer that may 
have been prevented by early detection through medical imaging. 
 
Early Detection of Skin Cancer 
 

The early detection of skin cancer through any means appears to be a significant factor in the 
overall success and treatment of this incapacitating disease.  However, current manual methods 
of evaluation and precautionary assessments have become labor intensive for Dermatologists and 
skin cancer researchers.  Furthermore, ancillary actions of cataloging data, information storage, 
record updates, skin change mapping, and time duration monitoring are growing more complex 
and time consuming.  Current solutions involve the analysis of point area locations, with some 
work toward image capture and management of whole body assessments.  These however, still 
incorporate manual physician interactivity.  In addition, there is present lack of accurate and 
consistent methods for mapping, cataloging, and mitigation of changes in skin characteristics.  
Furthermore, gaps exist in other previous business models to facilitate a new systematic 
approach for skin cancer detection and technology offerings or services. 
 
Information Systems 
 

Information system (IS) technology advances will greatly affect our company by improving 
customer service and business flow.  FDA regulates all medical software that stores patient data.  
Our device will require approval by 510 FDCA.  The IS health care industry is growing quickly 
at an estimated 9.7% compound annual growth rate.  Competition, in this industry, has resulted 
in cost-effective products that are more efficient, secure and standardized.  The trend is for small 
start-ups and businesses to form strategic partnerships or alliances with larger IT companies such 
as IBM. 
 
According to Kalorama, customers prefer: 
 • High quality programs that are user friendly  
 • Accuracy  
 • Automation can improve data quality  
 • HL7 standards - national  
 • Improved data entry  
 • Linking of databases (health record networks)  
 • Security/confidentiality  
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An Integrated Product Solution 
 
In order to improve the quality of care that physicians can provide in the early detection of 
diseases preventable with medical photography technologies, Imaging Diagnostic Laboratories 
has created an integrated system.  This solution consists of three parts: screening, reporting and 
monitoring. 
 
Screening 
 

Total body photography methods improve the detection of certain diseases such as melanoma.   
Medical photography can detect variations in moles.  IDL intends to implement these 
technologies directly into service centers. 
 
During the customer's first visit, a baseline set of total body photographs will be taken.  This set 
of photographs will serve as a digital record for both the physician and the patient.  This record 
can be used for personal use by the customer when conducting self examinations and provides a 
documented visual history of the patient for the physician’s use.  Between six months and one 
year later, the customer will return and receive a second set of total body digital photographs.  At 
this point, the baseline record will be compared to the new record.  The program will be able to 
detect and flag any variations that have occurred during the time between visits. 
 
Reporting 
 

After at least two sets of photographs have been taken, an automated report for the physician will 
be generated.  This report will help the physicians indicate the areas of concern based upon 
detected changes through a manual inspection of medical images.  This report is intended to 
improve the physician's ability to diagnose melanoma in its treatable stages by providing 
multiple images of patients’ skin. 
 
Monitoring 
 

After the first report has been generated, it is suggested that customers return to the IDL service 
centers on a regular basis (once each year) for further monitoring.  During each visit, a new set of 
digital photographs will be taken and compared to previous records.  These continuing visits add 
to the value of the reports that are generated, due to the amount of new and old information that 
can be processed.  The more information there is in the IDL database, the better the quality of 
care that can be provided to the customer. 
 
As the IDL solution becomes integrated into regular practices by the physicians, it will become a 
standardized method for the early detection of melanoma.  This is beneficial to customers, 
because it allows them to receive the same care even if they are inhibited from visiting their 
regular physicians. 
 
The IDL solution does not replace physician examinations, but is intended to be used as a 
supplement to these exams.  IDL cannot diagnose cases of melanoma, but we do provide the 
information necessary for the physicians to improve their quality of care to their patients. 
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Business Model 
 
IDL will create service centers that will provide biomedical photography, including whole body 
photography.  This service (set of total body photographs, automated reports for physicians, 
storage and processing of records) has an initial estimated cost of $300 to the customer.  This 
price is based upon the price of similar services that are currently being provided in the industry 
(DigitalDerm's MoleMapCD).  Although the IDL solution improves upon the technologies of the 
industry, we decided to use this price as a simple baseline for our revenue calculations. 
 
The amount of time needed to take the set of digital photographs is between 12 and 15 minutes.  
If the service centers operate for ten hours during the day, then at full capacity the centers could 
accommodate between 40 and 50 customers.  The majority of this customer base would come 
from the referrals of physicians and dermatologists.  There are approximately 40 dermatologists 
within the Tucson area.  This means that if IDL’s customer base was solely from referrals from 
dermatologists within the city, to function at full capacity we would need approximately one 
referral per dermatologist per day.  If we also assume 300 working days per year, one service 
center could accommodate between 12,000 and 15,000 customer per year. 
 
Business Model Calculations 
 

For the preliminary business model calculations, IDL will place its first service center in Tucson.  
There are currently 45 practicing dermatologists in the Tucson area and if each were to refer only 
one or two customers per day (conservative assumption), IDL would be able to operate one 
service center at full capacity in the city. 
 
Assumptions: 
Price for service: $300 
Average # of customers per day: 45 
Average # of working days per year: 250 
 
Results: 
Average Daily Revenues: $13,500 ( 45 patients * $300 ) 
Average Yearly Revenues: $3,375,000 ( $13,500 * 250 days ) 
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Validation for Service Pricing 
 

DigitalDerm, Inc. has provided valuable research in regards to insurance coverage of these 
services.  As stated on their website, "Whole Body Integumentary Photography or Total Body 
Photography…is covered by American Medical Association CPT Category I Code 96904, as of 
January, 2007. Below is a full description of the AMA description and rationale: 96904 – Whole 
body integumentary photography, for monitoring of high-risk patients with dysplastic nevus 
syndrome or a history of dysplastic nevi or patients with a personal or familial history of 
melanoma." 
 
Through further investigation and direct contact with a leading insurance company (United 
Healthcare - UHC), it was found that some insurance plans cover this service and others do not. 
The previously stated price for DigitalDerm's product has taken this into account, and they 
believe that there is still a demand for their service despite the lack of medical insurance 
coverage.  IDL is also working under this assumption. Our services are superior to the entire 
industry and the estimated price will provide sufficient demand to operate the service centers at 
full capacity. 

45 
Dermatologists 

in Tucson  
 
 
 

40-50 
patients/day 

Dermatologists 

 

IDL Service Center 
1 patients/day 

1 patients/day 

1 patients/day 

1 patients/day 

Referred Patients 

40-50 patients/day 
 
 

10 hours/day 
 
 

40-50 tests/day 
 
 

12-15 minutes/test 
. 
. 
. 
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Competitive Advantages 
 
Centralized and Standardized Services 
 

The most common method currently used in the detection of skin cancer is the manual 
examination conducted by a physician. Each physician follows their own personalized process in 
these examinations. This adds to the variability of the quality of care received by various 
patients. One physician's method may result in the detection of cancer, while another's does not. 
This suggests that multiple examinations by multiple physicians would be the only way to 
accurately detect skin cancer. The IDL solution addresses and fixes this problem. The report that 
IDL generates will follow the same format for all of its customers. As more and more physicians 
adopt the IDL solution, the less variability there will be in the detection of melanoma. This 
allows the customers to visit any physician and receive the same high quality care. 
 
Also, the digital records of the customers will be located on a centralized hub. Each service 
center will feed the digital images into the hub, which can then be retrieved from multiple 
locations. This allows the customers to receive the same services wherever a service center is 
located. 
 
Early Development and Recognition of Brand 
 

There are very few barriers to entry, which will lead to the effective duplication of the IDL 
solution.  In order to overcome this, IDL will differentiate itself from the competition by 
promoting and delivering the highest quality customer service.  It is important that IDL be the 
first service center in this niche market so that it becomes the first brand that people will 
recognize and trust. 
 
Higher Quality Care in Integrated Solution 
 

There are a few companies that are currently using total body digital photography in the 
detection of skin cancer.  There are even some that boast change detection, but IDL's integrated 
solution is unique.  IDL is taking total body photography, point detection technology and 
biomedical photography and integrating these into one solution provided in one location. Unlike 
the other solutions available, our company does not sell products to physicians, but services to 
customers.  By providing a customer solution, we are able to focus on the needs of the customers 
and provide them with higher quality care. 
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Critical Environments 
 
Industry 
 

IDL will be competing within the global health care equipment and services industry. The 
corresponding NAICS code is 532490. More specifically, the corresponding index entry is 
“Medical Equipment (except home health furniture and equipment) rental or leasing.” Its 2007 
U.S. NAICS title is “Other Commercial and Industrial Machinery and Equipment Rental and 
Leasing.” Another possible NAICS code that we may choose to use is 621999, which has an 
index entry of “Health screening services (except by offices of health practitioners)” and a U.S. 
NAICS title of “All Other Miscellaneous Ambulatory Health Care Services.”1 
 
The market value for this industry in 2006 was $214.2 billion and is forecasted to reach $265.7 
billion by 2011. Although the market is forecast to decelerate slightly, it will still have a 
compound annual growth rate (CAGR) of 4.4% between 2006 and 2011. The market had a 
CAGR of 4.7% for the period of 2002 to 2006. Currently, business in the Americas (Brazil, 
Canada, Mexico, and the United States) makes up 46.3% of the industry total. The leading 
companies in the industry are Johnson & Johnson, Baxter International Inc., and Tyco 
International Ltd.2 
 
Direct Competition 
 

Our main competition within the Tucson market is Radiology Limited (http://www.radltd.com).  
They have 11 locations in the greater Tucson area, two of which are solely for women.  The main 
imaging services they offer are MRI, CT, and bone and joint.  Although these are similar, none 
of them focus on the outward appearance of the skin.  Their biggest barriers to entering our 
market are hiring a medical photographer and data storage technician, purchasing the proper 
imaging and data storage equipment, and determining a proper imaging room layout and camera 
angles. 
 
Imaging Diagnostic Laboratories plans to expand first nationwide and then internationally, so we 
must consider our competition on a global scale.  The following are companies currently 
operating that operate in our industry.  The accompanying information on each company is from 
each of their respective websites. 
 
DermAlert – Software that is designed to enable one to carefully compare images obtained at 
different times (e.g. 6 months or a year apart) to look for changes that have occurred in the 
intervening time.   

• User can print template guides that can be placed over the LCD viewfinder of a typical 
digital camera that enable the acquisition of photographs that are well aligned with an 
original set of baseline images.  

• Capable of automatically adjusting the scale of the images so that images being compared 
are of similar scales.  

• Has a software based alignment tool that can then be used to fine-tune image alignment 
interactively to get a final optimal alignment. 
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Our Advantages: Does not come with a digital camera, does not use a certified medical 
photographer, and is self-administered. 
 
MoleSafe - MoleSafe is a procedure involving the digital imaging, archiving and diagnosis of 
moles and other suspicious lesions.  MoleSafe claims to be able to detect at an earlier stage any 
new, changing and/or suspicious lesions by monitoring and comparing the images over time. 
First, the whole body is digitally imaged using conventional photographic techniques and 
archived on the MoleSafe computer system to create a reference.  Utilizing skin surface 
microscopy, each suspicious lesion is digitally imaged, archived and linked to its relevant 
location on the body.   

• Imaging is undertaken by a trained nurse OR medical professional who has certification.   
• Operational in New Zealand for over 5 years with more than 1000 patients per month. 
• Looking to open a center in New Jersey. 

 
Our Advantages: Not all imaging is done by a certified professional, company is only currently 
operating in New Zealand, and an individual image must be taken for each lesion. 
 
Don Allen Studios – Specialize in pre/post plastic and reconstructive surgery images, total body 
photography, and personal injury images for law purposes.  Their total body imaging requires 
30-36 images per session, uses male and female photographers, employs MoleMap CD. 

• Founded 5 decades ago 
• One office located in New York 
• Not specified if photographers are have medical photography certification 

 
Our Advantages: Multiple service centers conveniently located, centers will be open for more 
hours in order to be more accessible to patients, and all photographers will have medical 
photography certification.  
 
Other Companies:  

• MicroDerm – Perth, Western Australia 
• Melanoscan – Stamford, Connecticut 
• SolarScan – Sydney, Australia 
• MelaFind – Irvington, New York 

 
Indirect Competition 
 

These companies may have the financial ability and established medical industry footholds to 
develop competing technology. They may gain the opportunity work through mergers and 
acquisitions to become direct competitors in the future. Speed to market may be the only initial 
mitigation. Significant competitors in this category include 3GEN, GE Healthcare, Siemens, 
Medtronic, Johnson & Johnson, Baxter Intl., DigitalDerm, Microsoft, and Dr. Beetner (an 
independent researcher.) 
 
Medical Photographers 
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Imaging Diagnostic Laboratories will only hire biomedical photographers with technical 
certification through official governing bodies, such as BioCommunications Association, Inc.  
Body Mapping Certification through BCA requires both a written and practical exam as well as a 
demonstration of competency.  They will also work under the supervision of a manager.  Our 
biomedical photographers will take images in a efficient and cost effective manner.  The median 
annual base salary for a biomedical photographer is about $45,000. 
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Validation of Market Potential 
 
Imaging Diagnostic Laboratories has conducted an online survey to determine interest in total 
body photography. In examining the viability of the venture an important consideration is the 
cost of the similar service and the income of the target market that the service will be benefiting. 
The average cost of a doctor visit in 2006 was between $100 and $200, with the average cost of a 
mole removal ranging between $100 and $2,100. This average does not include additional 
procedures that were requested by the doctor in conjunction to the procedure.11 
 
Customer Demographic 
 

There are 66.5 million people in the U.S. that are 55 or older. 57.1 million are white.4  
Caucasians have the highest incidence of skin cancer, which suggests they will be our main 
target market.5  There are 13.2 million people in the Northeast region, as defined by the Census, 
that are 55 years old and older.  The Midwest boasts 14.9 million in this age group.  The 
Southern region has 24.2 million people who are 55 years old and older, and lastly the West has 
14.2 million.6   We will use information like this in combination with information such as which 
states have the highest rates of skin cancer.7  The section of the Census that has industry 
information lists the value of shipments of electromedical equipment from 2001 to 2006 at $19.2 
billion.8   Another relevant statistic is the median household income in the United States with the 
eldest householder between the age of 45 and 64 was $59,781 in 2006, adjusted for inflation. 
This is important because people that are at most risk for skin cancer also have the highest 
household income.9 
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Marketing Strategies 
 
The marketing campaign will serve to raise awareness about skin cancer, the integrated service 
available with medical photography and deliver a profit. 
 
Imaging Diagnostic Laboratories services will first be marketed to the 45 physician customers in 
Tucson. We will concentrate our marketing efforts on the 11 dermatology groups that comprise 
thirty-three doctors. The marketing and sales team will directly contact and visit the groups, in an 
effort to interface with doctors and physician assistants (who may be more available to discuss 
the benefits of our service). 
 
The second phase of the marketing campaign will be directed to potential patients. The initial 
target market will include men age 50 + and adult women. Direct mailers and advertisements in 
local newspapers and brochures in doctor's offices) will serve as the initial means to contact 
patients. In addition to advertisements, physician recommendation and patient education of skin 
cancer risks will promote the use of Imaging Diagnostic Laboratories' services (1). Additionally, 
Imaging Diagnostic Laboratories will use the internet to increase awareness of the integrated 
service centers. We plan to promote the facility as an important part of health care and ensure a 
comfortable, spa-like experience to the patient. 
 
Integrated Marketing Communications Program 
 

The goal of the integrated marketing communications program is to increase awareness about 
Imaging Diagnostic Laboratories medical photography, decrease the incidence of diseases such 
as skin cancer and improve patient care through the use of medical photography technologies.  
This plan is as follows: 
 

1. Communicate to the potential users of Imaging Diagnostic Laboratories. 
Phase 1: Physicians 
Phase 2: Patients 

2. Communicate to increase awareness of skin cancer prevalence, prevention and the 
availability of Imaging Diagnostic Laboratories to monitor and screen for skin cancer. 

3. Communicate the importance and value of Imaging Diagnostic Laboratories and skin 
cancer screening to improve quality of health. 

4. Imaging Diagnostic Laboratories will use various avenues to communicate the 
importance of skin cancer screening to the customers. 

5. Cost of marketing campaign is included in the Financial Projections section. 
6. Imaging Diagnostic Laboratories will ask service center customers how they heard about 

the facility and poll physicians regarding service center name recognition, benefits and 
ease/incidence of use. 

 
Marketing Tactics 
 

Marketing tactics will target a specific audience and include: 
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• Sun safety tips and skin cancer facts placed in dermatologists' offices with Company 
contact and services and sunscreen samples (in collaboration with an approved Skin 
Cancer Foundation supplier) 

• Direct Marketing (direct mail of brochure, search engine and telemarketing) 
• Gift cards and also gift cards with sun safety gift basket (to include sun safety tips, 

sunscreen). Promote for Mother's Day (May) and Father's Day (June) other holidays and 
birthdays (Give the gift of healthy living) 

o Print Media advertising in local papers 
o Phone directories 
o Website (linked to skin cancer prevention such as the Skin Cancer Foundation) 
o Tradeshows and Conventions (marketing and networking) such as Keystone 

Advances in the Understanding and Treatment of Melanoma, Canadian 
Melanoma Conference and Tucson Melanoma Update (Continuing Medical 
Education - CME) 

• Press Releases (to be advertised by sites such as Arizona Skin Doctors and WebMD  
• Host a benefit dinner with proceeds donated to the Arizona Cancer Center (or local 

cancer research agency)  
 
Marketing Goals 
 

• Raise awareness of medical photography service 
• Raise awareness of preventative medicine benefits 
• Increase profit 
• Generate leads 
• Lower the cost of sales  
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Sales Strategy 
 
The sales strategy will focus on both physicians (Level 1) and patients (Level 2). Imaging 
Diagnostic Laboratories' services sales team will focus on the 45 physician customers in Tucson. 
We will concentrate the field sales efforts on the 11 dermatology groups that comprise thirty-
three doctors. The field sales team will directly contact and visit the groups, in an effort to 
interface with doctors, certified Nurse Practitioners (CNP) and physician assistants. CNPs and 
PAs may have more time available to discuss the benefits of our service. The goal of the sales 
force will be to increase physician customer adoption, thus increasing profit. The sales team will 
also interface with physician customers to gain feedback and suggestions to improve the service 
in an attempt to continually improve the screening and reporting process. Our service centers are 
intended to provide repeat and long-term sales. 
 
Sales Tactics 
 

The sales tactics for the Physician Customer will include: 
• Sales calls to Physician offices to increase awareness and schedule field sales meeting 

times 
• Field sales to Physician offices 
• Follow leads by visiting physicians and physician assistants in their office to discuss 

product in detail 
• To inform physicians of the services offered by Imaging Diagnostic Laboratories 
• To increase patient customer sales by increasing doctor recommendations of Imaging 

Diagnostic Laboratories services 
• To increase the number of physicians using the services offered by Imaging Diagnostic 

Laboratories 
• Initially, an internal Field Sales team will serve the Tucson area. As the operation grows, 

an outside Field Sales team could be contracted to increase awareness in other areas.  
 
The sales tactics for the Patient Customer will include: 

• Sales through physician recommendation 
• On-site sales (at the service Center) 
• Sales letters to potential patients to include information regarding: 

o Facts about skin cancer and other diseases that can be diagnosed with medical 
photography 

o Risk factors 
o Preventative measures (screening, healthy lifestyle, sunscreen) 
o Introduce Imaging Diagnostic Laboratories - integrated health services offering 

the early detection of skin cancer and other diseases 
o Explain benefits of service 
o Call to action - visit website/call our toll-free number, ask your doctor about, visit 

us at (location of facility) 
 



 

Business Plan 15 

Operations Strategy 
 
Imaging Diagnostic Laboratories strives to provide consistency in operations to produce a high 
quality service. This is accomplished with superior customer service, novel technology and 
process innovation. Management of the customer service experience is essential in building a 
customer base and word of mouth advertising. 
 
The service model for Imaging Diagnostic Laboratories will complement the dermatologist 
office visit. The clinics will be opened in a phased approach. Imaging Diagnostic Laboratories' 
competitive operational priorities include consistent, high-quality images and customized 
reports. The infrastructure will provide IT support, medical billing, appointment scheduling, 
photographic expertise and patient coordinator. 
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Management Team 
 
Pete Nielsen is an M.S. in Electrical Engineering, MBA and Corporate Entrepreneurship student. 
Pete received a B.S. in Electrical Engineering from Brigham Young University and had been 
working in this field for two years prior to entering the graduate program at the University of 
Arizona. 
 
Patrick Ackerman is an Eller undergraduate student majoring in Accounting, Finance, and 
Corporate Entrepreneurship. Patrick has experience working in the wealth management and asset 
management industry. 
  
Julie Olden is an Eller undergraduate student majoring in Business Management and Corporate 
Entrepreneurship. Julie has experience working as a business consultant for a community health 
center and as an employee for the Veterans' Hospital. 
 
Nicole Schechter is a M.S. in Bioscience and Corporate Entrepreneurship student with a focus on 
Product Management and Marketing. Nicole is currently a Laboratory Manager and has nine 
years of experience in basic science lab management and clinical studies research.  She also has 
three years of experience in small business development and clinical lab sciences at Kaiser 
Permanente. 
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Status and Timeline 
 
Once initial funding has been secured, IDL will launch its first service center in Fall 2008. This 
will require purchasing or leasing a site, preparing and outfitting the building, working with 
insurance companies to insure coverage for our service, hiring staff to perform daily operations, 
complying with all governmental and health regulations, and setting up the referral system with 
physicians to book appointments. 
 
The service model for the Company will complement the dermatologist office visit. The clinics 
will be opened in a phased approach as follows:  
 
Phase 1: Beta Sites ( First and second years of operation ) 

• Arizona (2) 
• California (6) 
• Texas (2) 

 
Phase 2: National Expansion ( Third to fifth year of operation ) 

• States with higher risk of skin cancer 
• Densely populated cities 
• Total Service Centers: 100 

 
Phase 3: High Risk Countries ( Continuing opeartions ) 

• Global Expansion 
 
The first capital call will be used to fund the first service center, which will be located in Tucson, 
AZ. After the first service center has reported two consecutive quarters of positive net income, 
the company will begin to expand regionally. Once four of the first six locations have met this 
same performance standard, the Company will focus on Phase II expansion. Locations will be 
selected based on the number of reported cases of melanoma. Upon establishing itself throughout 
the nation, the Company will look into its options to open locations outside of the United States. 
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Financial Executive Summary 
 
Imaging Diagnostic Laboratories (IDL) offers comprehensive medical services for the early 
detection of skin cancer. The Company will sell the service of both total body photograph and 
the resultant reports to physicians to aid in diagnosis. A combination of the novel detection 
technology within custom service centers will provide maximum benefit to physicians and 
patients.  
 
The goal is to secure clinical laboratory service contracts with major health insurers. These 
strategic partnerships will provide a competitive advantage to the Company. The Company will 
not rely on one health insurer for business but secure contracts with large U.S. companies in the 
regions where the Company Service Centers are located. 
 
The Company intends to operate multiple service centers throughout the U.S. all under the same 
branding. By year five of operations, the company intends to have over 100 locations in place. 
With sales totaling $122.5 million in year five and a net income of $22.5 million, the company is 
looking to quickly become the industry leader. 
 
The venture requires funding from outside investors in the amount of $5.4 million. In exchange, 
the company is offering a 70 percent interest in the firm.  The firm is estimated to be valued at 
$180 million dollars by year 5. 
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Summary 
 
Medical imaging can detect disease, such as skin cancer, in the early stages of development, 
reducing health care costs and improving quality of life.  Imaging Diagnostic Laboratories (IDL) 
focuses on providing an improved level of patient care through medical imaging, offering value 
to both physicians and patients.  The medical imaging technology utilized and the quality of 
service provided by IDL will result in IDL becoming the leader in diagnostic and preventative 
care services.  IDL will provide standardized biomedical photography solutions to patients and 
standardized reports to the physician.  The accumulation of medical images will enable changes 
in the skin to be tracked, improving the level of health care. 
 
IDL will consist of service centers located in areas of high demand of medical imaging 
technologies, offering services such as total body photography.  IDL will earn a profit through 
the sale of services to the referred patients, most of which will be covered by patient's health 
insurance.  IDL will be seeking an initial investment of $5.4 million to fund this venture.  We 
estimate that this will cover the startup costs and future investments will be required to maintain 
growth and operations.  At the conclusion of five years of operation, the company will have a 
valuation of approximately $180 million.  This projection is based upon full capacity of 100 
service centers located within the United States.



 

Business Plan 20 

Appendix 
 
Assumptions to Financial Statements and Pro Formas 
 

The average billing cycle of the Company is based on the industry and the risk of the new 
Company is estimated to be 40.2 days. 
 
The estimated amount of collections that will be unrecoverable is forecasted to be 10% of 
accounts payable, based on similar companies within the industry. 
 
Cost for Property, Plant, and Equipment is based on estimates given by the company that will be 
manufacturing the equipment. 
 
Startup expenditures for each location will be highest in the start of operations and then decrease 
as more locations open. 
 
Debt Financing will be available to the firm after two years of operations and the interest rate 
will be approximately equal to the current rate for similar firms. 
 
The cost of the service will decrease in year three by one-third, in order to adjust for new market 
entrants and reflect the proper product life cycle. 
 
The wages of employees will be based on the medium average wages of employees working 
within the medical industry. 
 
Each location is estimated to require 2000 square feet of rental property. The cost of the rental 
property was based on the average price per square feet in the U.S. and was not specific to one 
location. 
 
The tax bracket of members is assumed to be the same for all members and is expected to be 
35% for Federal taxes and 5% for State taxes.  
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 Year 1 Year 2 Year 3 Year 4 Year 5

ASSETS

 Current Assets

 Cash 1,116,650    3,798,880    10,640,286  10,691,675   10,736,727   

 Accounts Receivable 243,975       2,228,688    5,306,400    12,310,848   12,310,848   

 Inventory 2,000          14,000         50,000         116,000        200,000        

 Other 40,000         280,000       1,000,000    2,320,000     4,000,000     

 Total Current Assets 1,402,625    6,321,568    16,996,686  25,438,523   27,247,575   

 

Property and Equipment 660,000       4,620,000    16,500,000  38,280,000   66,000,000   

 (less accumulated depreciation) (105,238)     (547,238)     (2,378,381)   (7,271,952)    (16,806,524)  

 Net Property and Equipment 554,762       4,072,762    14,121,619  31,008,048   49,193,476   

 

 Other Assets 47,222         103,889       280,556       607,222        1,023,889     

 

TOTAL ASSETS 2,004,609    10,498,219  31,398,860  57,053,793   77,464,940   

 

LIABILITIES AND

 MEMBERS' CAPITAL

 

 Liabilities

 Current Liabilities

 Accounts Payable 12,667         88,667         316,667       734,667        1,266,667     

 Other Current Payables 50,000         290,000       1,250,000    3,740,000     8,480,000     

 Revolving Line of Credit -                  -                  -                  -                   -                   

 Current Portion of L-T Debt -                  -                  4,750,000    8,900,000     6,150,000     

 Total Current Liabilities 62,667         378,667       6,316,667    13,374,667   15,896,667   

 

 Long-Term Debt -                  -                  7,270,833    4,941,667     250,000        

 

 Total Liabilities 62,667         378,667       13,587,500  18,316,333   16,146,667   

 

 Members' Capital

 Members' Paid-in Capital 1,600,000    5,600,000    5,600,000    5,600,000     5,600,000     

 Undistributed Members' Earnings 341,942       4,519,552    12,211,360  33,137,460   55,718,274   

 Less: Members' Interest Repurchased -                  -                  -                  -                   -                   

 Total Members' Capital 1,941,942    10,119,552  17,811,360  38,737,460   61,318,274   

 

TOTAL LIABILITIES AND

 MEMBERS' CAPITAL 2,004,609    10,498,219  31,398,860  57,053,793   77,464,940   

 

  

Imaging Diagnostic Laboratories
Pro Forma Balance Sheet
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 Year 1 Year 2 Year 3 Year 4 Year 5

SALES

 Gross Sales 1,660,282    12,485,832  33,792,000  87,648,000   122,496,000 

 Returns and Allowances -                  -                  -                  -                   -                   

NET SALES 1,660,282    12,485,832  33,792,000  87,648,000   122,496,000 

 

COST OF SALES

 Materials -                  -                  -                  -                   -                   

 Labor -                  -                  -                  -                   -                   

 Taxes and Benefits -                  -                  -                  -                   -                   

 Other 249,042       1,872,875    7,603,200    19,720,800   27,561,600   

TOTAL COST OF SALES 249,042       1,872,875    7,603,200    19,720,800   27,561,600   

 

GROSS MARGIN 1,411,240    10,612,957  26,188,800  67,927,200   94,934,400   

 

OPERATING EXPENSES

 Salaries and wages 327,083       1,062,996    3,831,984    9,656,709     18,250,421   

 Payroll taxes 25,022         81,319         293,147       738,738        1,396,157     

 Employee benefits 86,965         207,375       650,413       1,582,369     2,957,363     

 Depreciation 105,238       442,000       1,831,143    4,893,571     9,534,571     

 Bad debt expense 166,028       1,248,583    3,379,200    8,764,800     12,249,600   

 Leases 47,667         208,000       832,000       2,158,000     4,108,000     

 Proffesional Fees 12,500         60,000         240,000       622,500        1,185,000     

 Billing Services 29,167         140,000       560,000       1,452,500     2,765,000     

 Marketing 41,667         200,000       800,000       2,075,000     3,950,000     

 -                  -                  -                  -                   -                   

 -                  -                  -                  -                   -                   

TOTAL OPERATING EXPENSES 841,336       3,650,274    12,417,887  31,944,187   56,396,113   

 

OPERATING PROFIT (LOSS)

 BEFORE INTEREST AND TAXES 569,904       6,962,683    13,770,913  35,983,013   38,538,287   

 

INTEREST EXPENSE -                  -                  (951,233)      (1,106,181)    (903,597)       

 

PROFIT (LOSS) BEFORE TAXES 569,904       6,962,683    12,819,680  34,876,832   37,634,690   

 

DISTRIBUTION FOR TAXES (227,962)     (2,785,073)   (5,127,872)   (13,950,733)  (15,053,876)  

 

NET PROFIT (LOSS) 341,942       4,177,610    7,691,808    20,926,099   22,580,814   

Imaging Diagnostic Laboratories
Pro Forma Income Statement 
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 Year 1 Year 2 Year 3 Year 4 Year 5

CASH FLOWS FROM OPERATIONS

 Net income 341,942       4,177,610    7,691,808    20,926,099   22,580,814   

 Adjustments to reconcile net income

 to cash flows from operations

 Depreciation 105,238       442,000       1,831,143    4,893,571     9,534,571     

 Changes in certain assets and

 liabilities

    Accounts receivable (243,975)     (1,984,713)   (3,077,712)   (7,004,448)    -                   

    Inventory (2,000)         (12,000)       (36,000)        (66,000)         (84,000)         

   Other current assets (40,000)       (240,000)     (720,000)      (1,320,000)    (1,680,000)    

    Accounts payable 12,667         76,000         228,000       418,000        532,000        

   Other current payables 50,000         240,000       960,000       2,490,000     4,740,000     

   Revolving line of credit -                  -                  -                  -                   -                   

 

TOTAL CASH FLOWS FROM

 OPERATIONS 223,872       2,698,897    6,877,239    20,337,223   35,623,385   

 

CASH FLOWS FROM  INVESTING

 ACTIVITIES

 Purchase of equipment (660,000)     (3,960,000)   (11,880,000) (21,780,000)  (27,720,000)  

 Other Assets (47,222)       (56,667)       (176,667)      (326,667)       (416,667)       

 

TOTAL CASH FLOWS FROM

 INVESTING ACTIVITIES (707,222)     (4,016,667)   (12,056,667) (22,106,667)  (28,136,667)  

CASH FLOW BEFORE

FINANCING (483,350)     (1,317,769)   (5,179,428)   (1,769,444)    7,486,719     

 

CASH FLOWS FROM FINANCING

 ACTIVITIES

 Borrowing of long-term debt -                  -                  15,500,000  8,300,000     2,500,000     

 Repayment of long-term debt -                  -                  (3,479,167)   (6,479,167)    (9,941,667)    

CASH FLOW BEFORE

EQUITY FINANCING (483,350)     (1,317,769)   6,841,406    51,389          45,052          

 Members' Capital Contributions 1,600,000    4,000,000    -                  -                   -                   

 Members' Interest Repurchased -                  -                  -                  -                   -                   

TOTAL CASH FLOWS FROM 

 FINANCING ACTIVITIES 1,600,000    4,000,000    12,020,833  1,820,833     (7,441,667)    

 

NET CASH FLOWS 1,116,650    2,682,231    6,841,406    51,389          45,052          

 

CASH, BEGINNING OF PERIOD -                  1,116,650    3,798,880    10,640,286   10,691,675   

 

CASH, END OF PERIOD 1,116,650    3,798,880    10,640,286  10,691,675   10,736,727   

Imaging Diagnostic Laboratories
Projected Cash Flows

 
 

 
 


