
 
  
  
  

      
 
  
  

Business Plan  
  
  
  
  
  
  
  
  
  

100 West Main, Suite 307  
Lansdale, Pennsylvania 19446  

(888) 308-9888  
(215) 631-9266  

info@idealsystems.com  



 1 

       TABLE OF CONTENTS 

DISCLAIMER............................................................................................................................... 3 

EXECUTIVE SUMMARY .......................................................................................................... 4 

BUSINESS OPPORTUNITY.............................................................................................................. 4 
COMPETITIVE ADVANTAGE.......................................................................................................... 5 
HISTORICAL FINANCIAL SUMMARY ............................................................................................. 6 
MISSION ....................................................................................................................................... 6 
OBJECTIVES ................................................................................................................................. 6 
FINANCIAL PROJECTION SUMMARY ............................................................................................. 8 

COMPANY OVERVIEW.......................................................................................................... 10 

COMPANY SUMMARY................................................................................................................. 10 
CUSTOMERS OF IDEAL SYSTEMS................................................................................................ 11 
COMPANY HISTORY................................................................................................................... 12 
OWNERSHIP STRUCTURE............................................................................................................ 12 
ASSOCIATIONS ........................................................................................................................... 13 
KEYS TO SUCCESS...................................................................................................................... 13 

KEY MANAGEMENT PROFILES.......................................................................................... 16 

IDEALGP .................................................................................................................................... 23 

IDEALGP FEATURES .................................................................................................................. 23 
TECHNOLOGY ............................................................................................................................ 24 
IDEALGP INSTALLATION............................................................................................................ 26 

CURRENT PRODUCTS AND SERVICES ............................................................................. 27 

SOFTWARE SOLUTIONS .............................................................................................................. 28 
OUTSOURCED SERVICES ............................................................................................................. 30 

MARKETING PLAN ................................................................................................................. 31 

MARKETING STRATEGIES ........................................................................................................... 31 
TARGET MARKET SEGMENT STRATEGY..................................................................................... 32 

EXTERNAL MARKET ANALYSIS ........................................................................................ 35 

MARKET SEGMENTATION .......................................................................................................... 35 
TARGET MARKET SEGMENT STRATEGY..................................................................................... 35 
MARKET NEEDS ......................................................................................................................... 36 
MARKET TRENDS ....................................................................................................................... 36 
MARKET GROWTH ..................................................................................................................... 37 
INDUSTRY ENVIRONMENT.......................................................................................................... 38 
MARKET ANALYSIS SUMMARY.................................................................................................. 41 
THE PHARMACEUTICAL INDUSTRY IN THE UNITED STATES ....................................................... 43 
COMPETITIVE EDGE ................................................................................................................... 44 
COMPETITION AND BUYING PATTERNS ...................................................................................... 46 



 2 

IDEAL SYSTEMS, INC. ANALYSIS AND COMPARISION TO THE INDUSTRY......... 51 

EFFICIENCY RATIOS ................................................................................................................... 52 
PROFITABILITY RATIOS.............................................................................................................. 54 
FINANCIAL STRENGTH RATIOS .................................................................................................. 56 

SWOT ANALYSIS ..................................................................................................................... 59 

FINANCIAL PROJECTIONS .................................................................................................. 61 

FUTURE BUSINESS OBJECTIVES ................................................................................................. 61 
GROWTH RATE ESTIMATE.......................................................................................................... 62 
PRO FORMA FORECAST .............................................................................................................. 62 



 3 

DISCLAIMER 

THIS DOCUMENT CONTAINS CONFIDENTIAL AND PRIVILEGED INFORMATION 
INTENDED FOR LIMITED CIRCULATION 

 
The information contained in this business plan, including but not limited to all the sections, has 

been compiled from information supplied by Ideal Systems, Inc.  IPA Advisory and Intermediary 

Services, LLC (“IPA-A&I”) has not audited or otherwise confirmed this information and makes 

no representations, expressed or implied, as to its accuracy or completeness or the conclusions 

to be drawn and shall in no way be responsible for the content, accuracy, and truthfulness of 

such information. All information was furnished by the Ideal Systems, Inc. or obtained from 

public sources.  By reviewing this business plan, the recipient acknowledges the responsibility to 

perform a due diligence review prior to any transaction with Ideal Systems, Inc. 

Certain sections of this business plan have been prepared as a result of a search utilizing 

sources and materials considered to be reliable and to contain information relevant to Ideal 

Systems, Inc. 

The financial projections presuppose infusion of any necessary operating capital, adequacy of 

personnel, expertise at all levels of operations, and a firm dedication to attain growth and 

profitability.  Such financial information and projections cannot anticipate economic, 

socioeconomic, and political factors, which might impact the expected results.  Accordingly, 

IPA-A&I makes no representations, expressed or implied, as to the validity of the financial 

projections. 

It is acknowledged by the reader that the information furnished in this business plan is, in all 

respects confidential in nature, other than the information which is in the public domain through 

other means and that any disclosure or use of same by reader may cause serious harm or 

damage to the principals.  This is a business plan.  It does not imply an offering in securities. 
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EXECUTIVE SUMMARY 

Ideal Systems, Inc. (“Ideal Systems” or “the Company”) is a developer of software solutions 

supporting Imany, Inc.’s CARS and other contract management software (CMS) suites used 

extensively in the pharmaceutical industry.  The Company also performs consulting and 

outsourced software development.   

Company:   Ideal Systems, Inc. 

Headquarters :   Lansdale, Pennsylvania 19446 

                          Phone:  (888) 308-9888, (215) 631-9266 

    Website:  www.idealsystems.com 

Business Opportunity 

Federal and state legislation requires pharmaceutical manufacturers to offer discounted pricing to 

support their respective government programs (i.e. Veteran Affairs and Medicaid).  The design 

of an effective pricing system requires a precise understanding of this legislation in order to 

minimize exposure to Federal audit.  However, the interpretation of legislative regulations has 

proven difficult, resulting in a prevalence of noncompliant systems throughout the industry. 1  

Realizing the degree of noncompliance, the Federal government is increasing its scrutiny of 

government pricing systems throughout the industry.  The government considers pharmaceutical 

companies to be over-profitable and has launched an offensive to clean up the price calculation 

process.  The announcement of the 2002 OIG work plan, identifying 139 separate audit areas, 

spurred pharmaceutical CIOs to commit an average of 75 percent of 2003 information 

                                                 
1 Saunders, Brent.  “Caught in the Crosshairs:  Pharmaceutical Pricing and Sales & Marketing Practices.”  The 
Pharmaceutical Executive, April 2002.   



 5 

technology (IT) budgets toward solving compliance issues.  Further complicating matters is a 

general lack of experienced consulting resources in this arena.    

Competitive Advantage 

Ideal Systems holds distinct competitive advantages over other pharmaceutical CMS providers.   

1. Ideal Systems eliminates the need to outsource pricing and rebate processing:  

Pharmaceutical manufacturers outsource the pricing and rebate processing for 

government entities and insurance companies.  However, during the transfer of pricing 

and rebate information, the pharmaceutical manufacturers lose control of their proprietary 

information and historical data flow.  Ideal Systems’ solutions eliminate outsource 

processing, allowing pharmaceutical manufacturers to maintain control and ownership of 

their data.  In addition, keeping pricing and rebate processing in-house permits rapid 

updates and revisions to data, which provide significant monetary and time savings.   

2. Ideal Systems’ platform integrates with existing CMS software:  The Company’s 

platform easily integrates with software and systems currently in use, including Imany’s 

CARS and SAP’s CPCC.  Pharmaceutical manufacturers do not need to replace their 

existing software, avoiding lengthy and costly implementation periods.   

3. Ideal Systems’ management has extensive experience:  The key personnel of Ideal 

Systems have extended backgrounds in the pharmaceutical industry.  They have been 

integral members of many major industry participants, including Aventis, 

GlaxoSmithKline, Merck & Co., Mallinckrodt, and Boehringer-Ingelheim, among others.  

Members of the Company’s management team also possess extensive technical 

experience.   
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Historical Financial Summary 

Ideal Systems, Inc. 
          
  1999 2000 2001 2002 
          
Revenue  $    1,233,425         1,598,834         2,346,833         3,526,198  
       
SG&A        1,177,631         1,448,874         2,045,539         3,106,231  
       
EBITDA             55,794            149,960            301,294            419,967  
          

 

Mission 

To create software and services which will maximize the efficiency of processing for our clients 

and provide unique value that supercedes our competitors.   

Objectives 

Ideal Systems will develop IdealGP, a software solution addressing the Federal pricing issues 

facing today’s pharmaceutical industry.  Ideal Systems’ staff members have over four years of 

specialized experience in the government pricing business area and over 12 years of experience 

in the pharmaceutical industry overall, and they have developed a comprehensive understanding 

of industry practices, government regulations, and nuances of the pricing process.  This 

specialized knowledge is derived from the development of optimized pricing systems for three of 

the world’s leading pharmaceutical manufacturers.   

As a result, Ideal Systems has developed a “best practice” pricing methodology that ensures 

compliance and optimizes government pricing to significantly improve financial performance.  

In fact, financial returns from existing “best-practice” pricing methodology implemented at 



 7 

Aventis and Astra Zeneca (two members of Big Pharma) illustrate that the financial windfall 

generated from optimized pricing systems far exceeds the cost of their installation.  Ideal 

Systems, Inc. is poised to begin the development of a software solution that will surpass the 

capabilities of the competition, yet sell at half the price. 

Additional objectives of Ideal Systems going forward are:   

1) Through the continuing development of our existing software products and the 

introduction of new products, Ideal Systems will move its revenue model forward 

from 80 percent consulting and services combined with 20 percent software sales, 

licensing, and support, to 50 percent consulting and service combined with 50 percent 

software sales, licensing, and support; and   

2) To increase the revenue by a factor of five within two years and a factor of 10 within 

five years.   

Achievement of these objectives will be pursued by:   

1) Expanding sales and penetrating new vertical markets with existing software products.  In 

2002, Ideal hired a dedicated sales resource in order to increase our market share not only 

within our pre-existing vertical market expertise of the pharmaceutical industry, but also 

other verticals for which our software provides a compelling solution.  These include 

consumer goods, medical devices, and food service.  To date, Ideal Systems have 

generated preliminary interest within these industries via clients such as 3M, Proctor and 

Gamble, and Mallinckrodt.   
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2) The development and marketing of software tailored toward Ideal Systems’ clients’ 

internal sales and marketing efforts.  This will include a full, dynamic sales force data 

warehouse capable of loading sales data from virtually any source, as well as performing 

sophisticated analysis of the data down to the individual sale.  This software will enable 

clients to use their data to set sales force expectations and pursue specific changes in 

sales strategies that directly affect their bottom lines.   

3) Create and manage a full infrastructure to support clients who have purchased the above 

software and services.  This shall include, but not necessarily be limited to:   

Ø Live Help Desk support.   

Ø Bug fixes and maintenance. 

Ø Release/licensing of software enhancements. 

Ø User training.   

4) Maintain an Ideal Systems web portal to serve as an initial point of contact for current 

and potential clients.   

Financial Projection Summary 

By expanding its product offerings and shifting its product mix from 20 percent software and 80 

percent consulting to equal parts software and consulting, as well as expanding its market reach, 

Ideal Systems will increase sales to more than $18 million in three years.  At the same time, the 

Company will improve the gross margin on sales, its cash management, and working capital.  
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Year One Year Two Year Three Year Four Year Five

Revenue
    Existing Revenue Streams 4,760,367$  6,426,496    8,675,769    11,712,289  15,811,590  
    Government Pricing 7,724,780    8,497,258    9,346,984    10,281,682  11,309,851  
Total Revenue 12,485,147  14,923,754  18,022,753  21,993,971  27,121,441  

SG&A 8,414,111    9,600,753    11,219,337  12,427,228  14,176,105  

EBITDA 4,071,036    5,323,001    6,803,416    9,566,743    12,945,336  

Ideal Systems, Inc.

 

The purpose of this business plan is to raise $4 million from investors in the form of debt and/or 

equity.  This business plan elucidates Ideal Systems’ vision and strategic focus:  adding value to 

our target market segments.  It also provides a map for improving sales, gross margin, and 

profitability.  In addition to this summary, this business plan includes chapters on the Company, 

its management team, its products and services, market focus, and action plans, as well as 

financial forecasts.   
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COMPANY OVERVIEW 

Company Summary 

Ideal Systems, Inc. began in Pennsylvania in 1994.   The Company is a privately owned business 

and operates as a “C” corporation.  Ideal Systems has 22 employees, and it operates from leased 

facilities consisting of two suites with approximately 3,000 square feet.   

Ideal Systems provides state-of-the-art software solutions for utilization rebate data processing, 

Electronic Data Interchange (EDI) functions, and contract management.  In addition, the 

Company provides expert business and technical consulting services to the pharmaceutical 

industry.   

We develop proprietary software solutions primarily for the automation of pharmaceutical 

managed-care contracting.  Ideal Systems’ proprietary UPS (Utilization Processing System) and 

EDI Plus software are add-on enhancement products for application with Imany’s CARS 

software suite, as well as SAP’s CPCC contracting software system.  CARS and CPCC are 

considered the industry standards for the automation of contract management in the 

pharmaceutical industry.  UPS and EDI Plus enable users of CARS, CPCC, and other in-house 

systems to receive and manipulate data from outside parties, making the systems more efficient, 

effective, and user-friendly.   

Ideal Systems also provides on-site consulting services for the design, customization, and 

implementation of these systems.  Additionally, we provide outsourced contract data scrubbing 

and validation from any submitter in any format to conform with manufacturers’ custom-defined 

market definitions and contract data.  We are also in the advanced stages of development of 



 11 

PharmaShpere, an online portal that will maximize efficiency and cost-effective processing of 

charge-backs and rebates.   

The Company has expertise in the following areas: 

Ideal Systems:  Experience 

Ø Business Requirements Analysis  

Ø Business Process Redesign  

Ø Design and implementation of Data Warehouses  

Ø Object-Oriented Architecture Design and Engineering  

Ø Three-Tier Infrastructure Development  

Ø Internet/Intranet Development Strategies  

Ø Legacy Systems  

 

Customers of Ideal Systems  

The Company’s current customers include some of the largest and most well-known corporations 

in the pharmaceutical industry.  Merck ($51.8 billion in revenue in 2002), Johnson & Johnson 

($36.3 billion), Aventis ($17.6 billion), Bayer ($25.9 billion), GlaxoSmithKline ($29.5 billion), 

and Wyeth ($14.6 billion) are just some of the current clients of Ideal Systems.   
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Company History 

Ideal Systems was incorporated in Pennsylvania in April of 1994 by Mr. Christopher C. Biddle. 

The initial focus of the company was to provide expert business and technical consulting services 

to the pharmaceutical industry. As the Company grew in its initial years of operation, new 

consultants were hired via a careful analysis of their individual reputations within the industry 

and proven track records. This enabled the Company to establish a uniquely positive reputation 

with its clients from its inception. 

After operating for a few years in this mode, Company management recognized various software 

deficiencies within its client base and the Company moved forward with the development of its 

own solutions to address these issues.  This began the transition from a purely service-oriented 

model to a software establishment with attendant service offerings.   

Ownership Structure 

Mr. Biddle, the founder, CEO, and President, is the sole owner of Ideal Systems.   
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Associations  

The Company is a member of the following industry associations: 

National Council for Prescription Drug 
Programs 

 

Consultants Alliance list of Imany, Inc. 

 

Main Line Chamber of Commerce 

 
 

Keys to Success 

Ideal Systems will continue to evolve and provide products that uniquely address the 

implementation of standard mechanisms to industries in which standards are currently lacking 

and/or insufficiently implemented:   

1) Within the past two years, the U.S. Government has levied enormous fines on multiple 

pharmaceutical manufacturers for noncompliance with government pricing drug 

regulations.  Every pharmaceutical company is responding to this situation by allocating 

significant budget towards implementing state-of-the-art solutions to address this issue. 

Currently, only two viable solutions exist in the industry from the companies Imany, Inc. 

(“Imany”) and Envision.  Both have significant weaknesses of which we are fully 

cognizant.  Ideal Systems is now in the process of designing and implementing our own 

software solution for government pricing.  This software will be designed from its 
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inception to provide unparalleled flexibility and address the flaws of the existing 

products.   

To this end, we are leveraging our many years of experience in the industry, including 

ground-up development of multiple customized government pricing systems, to ensure 

the success of the product.  In addition, our increased presence at all relevant trade shows 

is assisting in the continuing buildup of momentum which the Company has already seen 

over the past several years via existing product lines.   

2) During the past year, several of Ideal Systems’ clients have expressed extreme 

dissatisfaction with Imany’s CARS/IS, which is currently the system of choice within the 

pharmaceutical industry.  Both Johnson & Johnson and Eli Lilly have engaged Ideal 

Systems in discussions for the development of an all-new complete contract management 

system specifically tailored to their needs.  This new system would also address the 

deficiencies of the Imany system (as well as other potential competitors, such as SAP’s 

CPCC solution).   

Ideal Systems has multiple employees with 10 to 20 years of experience in the 

pharmaceutical industry contract management arena.  Some of our employees were on 

the original development team of the IMHC system which ultimately became SAP’s 

CPCC system.  In addition, Ideal Systems has over nine years of direct experience with 

Imany’s CARS/IS system, including the implementation of major customizations to their 

system in order to compensate for its flaws.  In 1998, Ideal Systems was also fully 

outsourced the design and complete development of the rebate processing module for 
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Merck’s internal contract management system.  All of this results in a situation in which 

Ideal Systems is profoundly well positioned via the unique experience of the company 

and its staff to deliver a contract management system which is extremely compelling to 

the Pharmaceutical industry. 

In addition, Ideal Systems will deliver quality across the enterprise within product development, 

client support, and client training.   
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IDEALGP 

IdealGP Features 

IdealGP will be developed using current technologies.  The product will provide streamlined 

process flow, allowing users to efficiently manage and administer government pricing 

procedures.   

User Interface 

The user interface will break new ground through the use of graphical web technology.  Today’s 

pricing systems typically display rows of mind-numbing figures.  Pricing issues are often 

overlooked, as numbers are simply taken for granted due to the effort required to research their 

accuracy.  IdealGP will identify pricing characteristics and anomalies with graphical illustration 

through the use of current technology.  As a result, significant issues will stand out to the user, 

allowing for their timely resolution. 

Data Interface 

The IdealGP design relies on a standard interface format that has been designed and perfected 

based on an overall understanding of the pharmaceutical industry’s sales processes and data 

storage procedures.  The interface will consist of a staging area to which client data systems will 

be mapped.  Stored procedures will be utilized to convert data from the staging area to 

standardized IdealGP input tables.  The structure of the IdealGP input tables allows the system to 

be designed on a solid platform and provide a much more substantial framework than the 

competition. 
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Pricing Engine 

The pricing engine will be in its fourth generation of design, having been successfully 

implemented at Amersham Health, Aventis Pharmaceuticals, AstraZeneca Pharmaceuticals, and 

Wyeth Pharmaceuticals by current Ideal Systems staff.  Unprecedented government pricing 

experience has led to the design of a flexible yet powerful engine, configurable to support 

varying client needs.   

Reporting, Analytics, and Forecasting 

Extensive interaction with actual users of pricing systems has provided the Ideal Systems staff 

with a comprehensive understanding of user needs during the day-to-day activities of 

government pricing.  Ideal Systems staff has worked side-by-side with pricing directors and their 

personnel for many years, gaining insight into actual business processes.  This has allowed the 

design of reporting, analysis, and forecasting tools with capabilities that far surpass the  

competition.   Functionality will include a host of policy and price verification reports, daily 

pricing activity reports, and forecasting capabilities designed to measure the impact of 

contracting strategies on Medicaid liability and FSS revenue.  For the first time in the industry, 

pricing directors will have the tools required to effectively manage their positions.  

Technology 

Today’s government pricing systems fall into three categories of technology:  custom 

mainframe, custom other, and software package solutions.   

1) Custom Mainframe:  Many of the leading U.S. pharmaceutical companies continue to 

operate pricing systems housed by mainframe applications featuring hierarchical data 

storage.  The obsolete nature of these mainframe systems makes them virtua lly 
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impossible to accurately update when legislative changes are enacted.  Over the years, 

incorrect updates to pricing policy have compounded, leaving many pharmaceutical 

manufacturers out of compliance, exposed to hefty fines and lacking the capability to 

even assess the degree of noncompliance, much less correct it.  Pharmaceutical 

companies that still employ custom mainframe systems are in very real danger of 

Federally imposed fines approaching $1 billion.  

2) Custom Other:  Some pharmaceutical companies have migrated their mainframe systems 

to other custom applications.  A typical manufacturer in this category may have a custom 

application developed in PowerBuilder (or similar) that provides better maintainability 

and visibility than a mainframe system.  However, these systems are typically loose in 

design and struggle to provide accurate pricing.  The presence of legitimate reporting, 

analytical/forecasting functionality, or price optimization technology is rare, and changes 

in pricing policy are still problematic.  Customers in this category are in relatively less 

immediate danger, but they could dramatically improve revenues, reduce liabilities, and 

support costs by investing in IdealGP.   

3) Software Package Solutions (Imany government pricing):  Although there is currently 

only one implementation of the Imany system underway, it is the only pricing solution 

available to the marketplace.  The system utilizes Java applets; however, current 

technology has progressed beyond this level.  The Imany solution comes without pricing 

methodology, requiring purchasers to develop pricing methodology on their own or 

contract with professional services providers for assistance with the installation.  As a 

result, the Imany product is not standardized from client to client, and it may not be 

optimized, depending on the qualifications of the installer.  Customers in this category 
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are not likely to purchase an IdealGP license, but they may contract with Ideal Systems 

for professional services.  

IdealGP Installation 

In addition to IdealGP, we will provide installation services for the IdealGP product.  During a 

typical installation, our installation teams will be responsible for the following activities: 

Ø Discovery of client pricing processes 

Ø Discovery of source data system characteristics relevant to the government pricing 

process 

Ø Recommendations of best practice methodologies, where appropriate 

Ø Modeling of methodology scenarios for proof of concept (optional) 

Ø Assistance with the establishment of new pricing methodologies within the client 

organization 

Ø Installation and testing of IdealGP 

Ø User-acceptance testing 

Ø Documentation of IdealGP standard operating procedures (SOP) 

Ø Turnover 
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CURRENT PRODUCTS AND SERVICES 

Ideal Systems currently provides state-of-the-art software solutions for utilization rebate data 

processing, EDI functions, and contract management.  In addition, Ideal Systems provides expert 

business and technical consulting services to the pharmaceutical industry.   

Professional Services 

Ideal Systems’ staff is trained in all aspects of government pricing, and are among the most 

knowledgeable in the industry.    

Consulting Services 

Ideal Systems staff members are experts on all aspects of government pricing and are available 

to provide professional consulting services at a standard billable rate.  Purchase of an IdealGP 

License is not required in order to obtain Ideal Systems’ professional services such as:  

Ø Audit of client pricing processes/systems 

Ø Best practice government pricing consultation 

Ø Modeling/impact analysis of changes to pricing methodologies 

Ø Staff augmentation 

Ø Training 

For a number of years, Ideal Systems has successfully placed software and business consultants 

at numerous client site to augment those clients’ staffs on critical projects.  To provide 

exceptional value to the clients and distinguish us from any competitors, Ideal Systems carefully 

and thoroughly screens its consultants prior to hiring to ensure the consultants deliver a high 

level of professionalism and expertise.  The software and business consultants’ goal in to focus 
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their specific experience to expedite providing solutions for our clients in the most efficient 

manner possible.   

Software Solutions  

The CARS suite of software by Imany is the industry standard for the automation of 

pharmaceutical managed-care contracting.  The system includes modules for the handling of 

charge-backs and rebates, as well as the maintenance of customer, product, and contract data.  

However, it is extremely difficult and time consuming to modify CARS for individual 

customers.   

Ideal Systems currently has two software add-on products: 

Ø UPS 

Ø EDI Plus 

UPS and EDI Plus are software add-ons that enable CARS users to receive and manipulate data 

from outside parties, such as wholesalers and healthcare providers.  The products make the 

CARS system more efficient, effective, and user friendly.   

UPS 

Ideal Systems’ UPS system was designed to provide a simple and complete method to process, 

cleanse, and validate incoming electronic rebate submissions before entering them into a contract 

system.  UPS easily integrates with Imany’s CARS contracting system, resulting in a standard 

extracted file that can be automatically imported into CARS to process and pay rebate claims 
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correctly.  In addition, UPS integrates with similar systems from SAP (CPCC), DiCarta, Gelco, 

Oracle, and others.   

UPS pays for itself by:   

Ø Avoiding the need to manually summarize and validate data in spreadsheets; 

Ø Backing out data; 

Ø Eliminating data- induced reruns; and  

Ø Identifying rebate overpayments.   

The UPS system has three major applications areas:  defining file import formats, processing 

submissions, and creating and running reports.  UPS allows contract analysts to separate file 

formats for each customer’s electronic utilization submissions, and it can even act as an archive 

for script- level utilization data.  In addition, UPS fully supports utilization receipt and validation 

for the TogetherRx Senior Prescription card program, the National Council for Prescription Drug 

Programs (NCPDP) file format, and other customer-specific proprietary file formats.   

EDI Plus 

EDI Plus is a complete alternative to the base CARS notification and charge-back reconciliation 

functionality.  It provides presentation of wholesaler, notification, and charge-back reconciliation 

information.  EDI Plus can also be customized to meet a client’s needs.  The EDI Plus 

installation consists of two Oracle packages and seven Oracle tables installed within the CARS 

database instance, and no modifications are required to CARS database objects.  A Microsoft 

Access interface is utilized to display and manipulate EDI Plus Oracle data and for printed 

reports.   
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EDI Plus allows administrators to deactivate the notification processes within existing charge-

back systems to improve performance in high-volume situations, and it provides views, reports, 

and abilities that include additional features not available within existing charge-back systems.   

Outsourced Services 

The Company provides a number of outsources services for its clients, including software 

development, utilization rebate scrubbing and validation, and Medicaid rebate scrubbing and 

validation.   

Ø Outsourced Software Development:  Our cutting-edge technical infrastructure, combined 

with our talented multi-disciplined staff, enables Ideal Systems to complete outsourced 

projects both on-time and within budget.  This includes the development of functional 

specifications based on clients’ particular requirements, the development of 

corresponding technical specifications, and the full coding of all elements of the 

application.   

Ø Outsourced Utilization Rebate Scrubbing and Validation:  Ideal Systems can fully scrub 

and validate rebate utilization data from any submitter in any format.  This includes 

manual (paper-based) submissions, NCPDP standard submissions (down to script level, 

with the elimination of duplicates), and other electronic formats.   

Ø Outsourced Medicaid Rebate Scrubbing and Validation:  Ideal Systems can also process 

Medicaid rebate submissions from all states.  This can be validated according to specific 

clients’ needs prior to the production of a standard file for loading into clients’ internal 

systems.   
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MARKETING PLAN 

The primary market for Ideal Systems’ products and services is the pharmaceutical sector.  Our 

software solutions are also applicable to other vertical markets such as consumer goods, medical 

devices, and food service.  In addition, ongoing client support and customizations are essential to 

market success.   

Marketing Strategies 

Ideal Systems’ marketing plan focuses on several main strategies:  

Ø Emphasize Service and Support:  We must differentiate ourselves from any and 

all competitors.  We need to establish our business offering as a clear and viable 

alternative for our target market.   

Ø Build a Relationship-Oriented Business:  The Company must build long-term 

relationships with clients, not single-transaction deals with customers.  Ideal 

Systems must become a true business partner with its customers and not just a 

vendor.  We must make our customers understand and appreciate the value of the 

relationship.  

Ø Differentiate and Fulfill the Promise:  We cannot simply market and sell service 

and support; Ideal Systems must actually deliver on this promise.  Ideal Systems 

must ensure that it demonstrates the superior service and  knowledge it claims to 

possess.   

Ø Focus on our Target Market while Building a Wider Client Base:  Ideal Systems 

must maintain its focus on its target client audience of pharmaceutical 

manufacturers.  At the same time, we must continue our approach of building a 
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new client base in additional vertical industries such as consumer goods and 

medical devices.   

Ideal Systems maintains a website at www.idealsystems.com.  The website displays Company 

information, descriptions of our products and service offerings, client lists and testimonials, and 

a customer-only section accessible by login and password.   

Target Market Segment Strategy 

Value is the fundamental principle on which Ideal Systems is based.  Value will be received 

through each of the following marketing strategies:   

Ø Compliance:  The single most important aspect of government pricing to pharmaceutical 

companies is compliance and the avoidance of prosecution by Federal agencies.  Billions 

in fines are a real possibility; therefore pricing directors will see great value in the 

implementation of a compliance system for government pricing.   

Ø Pricing (Cost of Services and License):  Ideal Systems’ pricing of its IdealGP licenses 

and professional services will run at roughly half the market rate due to the company’s 

small overhead ratio.  Ideal Systems will clearly represent the best value in the 

marketplace when the superior nature of Ideal Systems consultants and products are 

factored in with these low pricing levels.   

Ø Revenue Increases/Liability Reduction:  Actual implementation experience at multiple 

members of Big Pharma has shown that price optimization will result in a one- to four-

percent increase in Federal revenues.  When applied to Federal sales volumes (typically 

$100 million among large pharmaceut ical companies) this translates into roughly $1 

million to $4 million in bottom line increases.  Additionally, the same percentage benefit 
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can be realized through the reduction in Medicaid liability.  When applied to Medicaid 

sales volumes (typically $300 million among large pharmaceutical companies), this 

translates into $3 million to $12 million in reductions in Medicaid liability.  In summary, 

these benefits together total $4 million to $16 million in financial benefit and they are 

repeatable annually.    

In order to target the government pricing market, Ideal Systems will employ the following:   

Ø We will advertise in pharmaceutical trade group and industry publications to spread 

awareness of our products and services.  Ideal Systems will also attempt to gain coverage 

in such publications.  In addition, we will submit applicable articles and related material, 

which will generate exposure of ourselves and our product/service offering;  

Ø Attend and exhibit at conferences and trade shows, as well as act as speakers and 

chairpersons; and 

Ø Beta-test through chosen users to both ensure product usability and raise awareness in the 

industry of the products and their abilities.   

In order to target UPS and EDI Plus users, Ideal Systems will:   

Ø Advertise in trade publications; 

Ø Attend and participate in conferences and trade shows; and  

Ø Engage in direct solicitation with demos.  The Company has been doing this for some 

time.  Target recipients of such demos are identified through contacts developed at trade 

shows and conferences.  In addition, the Ideal Systems sales force actively pursues sales 

leads and identifies potential clients.  When performing demonstrations, we visit potential 
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customers; if this is impractical due to travel or time constraints, we conduct web 

conference demonstrating our products and services.   



 35 

EXTERNAL MARKET ANALYSIS 

The market for Ideal Systems includes all pharmaceutical manufacturers.  In addition, Ideal 

Systems’ software solutions are also applicable to other vertical markets such as consumer 

goods, medical devices, and food service.  Finally, the market also encompasses ongoing client 

support and customizations.   

Market Segmentation 

Existing vendors in the market do not fully address the IT needs of the pharmaceutical industry.  

Ideal Systems will offer a niche solution providing specific functionality, targeting the IT budget 

of a business manager who has functional objectives in mind.  The pharmaceutical industry is 

poised for tremendous growth in the next five years, and much of the emerging opportunities 

have yet to be captured.  Ideal Systems’ products and services will tap the budgets of this 

growing market with highly skilled domain expertise covering regulatory issues, business 

pressures, and technological needs that affect the receptivity of the industry to IT solutions.   

Target Market Segment Strategy 

Ideal Systems’ government pricing experience has revealed potentially crippling weaknesses in 

the pricing policy of many of today’s leading pharmaceutical manufacturers, some of which have 

among the largest revenue streams in the world.  The exposure of these weaknesses to 

government regulatory agencies could yield financially devastating results for many leading 

members of Big Pharma.  When audited, noncompliant pricing policies discovered by the 

government could realistically cascade to “Enron- like” proportions.   
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According to a study by industry experts from PricewaterhouseCoopers, the extraordinary 

dedication of government resources combined with the high priority assigned to pharmaceutical 

investigations is a testimony to the breadth of the regulatory issues facing the pharmaceutical 

industry.  Ideal Systems will capitalize on this exposed weakness and on the government’s 

dedication by targeting the country’s leading pharmaceutical manufacturers with IdealGP. 

Market Needs  

Approximately 1,000 pharmaceutical manufacturers operate within the United States and 

participate in Federal programs.  Each of these companies requires a system to calculate and 

submit compliant pricing.  Ideal Systems estimates that as many as 100 manufacturers can 

afford, and are in need of, a comprehensive government pricing solution (GPS).   

Given the lack of alternatives in the marketplace and the length of implementation time 

(typically four to 12 months per installation), demand far outstrips supply.  Currently, with only 

one company (Imany) offering a solution to the marketplace, and with that company potentially 

capable of only four to 10 implementations over the next two years, pharmaceutical 

manufacturers are in desperate straits.   

Market Trends  

The recent downturn in the economy has affected IT spending across the industry.  In the past, 

the majority of IT budgets has been allocated to costly enterprise-wide solutions involving teams 

of consultants working on solution implementations that span many years.  The recent reduction 

in IT spending has led technology directors to focus on more price-efficient “off the shelf” 

solutions.  Ideal Systems has anticipated this trend and is poised to take advantage of it.  
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Ideal Systems’ “off-the-shelf” GPS (IdealGP) will use current technology to provide a cutting-

edge technical solution that significantly reduces both the complexity of pricing policy and 

maintenance of existing systems.  Ideal Systems will develop fourth generation (4G) pricing 

software capable of optimizing government pricing calculations for pharmaceutical 

manufacturers participating in U.S. government programs (Medicaid, Veteran Affairs).  The 

design of the IdealGP will eclipse the competition’s capabilities and bring clients into full 

compliance with current Federal pricing legislation.   

Market Growth 

The development of the IdealGP Product will focus on the evolving software budget of leading 

pharmaceutical companies.  Gartner Dataquest, a leading IT research company, projects that total 

IT spending (hardware, software, external services, network equipment and internal services) by 

the U.S. pharmaceutical industry will grow at a CAGR of 12.8 percent from $3.015 billion in 

2000 to $5.505 billion in 2005.  Spending for software and services will grow the fastest, at 19.6 

percent and 17.3 percent respectively, resulting in a budgetary shift toward software and 

services.2   

With the emphasis on cost containment in the industry, continued demand for revenue  

producing/cost reducing services should be strong.  In support of this, data modeling and actual 

implementation have shown the windfall from the implementation of an optimized pricing 

system should significantly exceed the cost of its implementation. 

                                                 
2 Gartner Dataquest.  “Forecast Analysis – U.S. Pharmaceutical Industry:  IT Spending Forecast 2000–2005,”  July 
26, 2001.   
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Industry Environment 

Both Federal and state governments are major purchasers of pharmaceuticals.  The Department 

of Defense (DOD) and Department of Veteran Affairs (DVA) purchase drugs for their own 

healthcare institutions and also for beneficiaries of Federal health-care programs. The U.S. 

Public Health Service (PHS) sponsors a variety of programs that include pharmaceutical 

assistance.  However, most government programs that cover prescription drugs mandate various 

forms of price controls, including rebates, discounts, caps on prices, and limits on price 

increases.  Pharmaceutical manufacturers have developed custom or proprietary systems to 

calculate these prices for the government.3 

In response to the government crackdown on pricing compliance, many pharmaceutical 

companies have begun to invest in compliance programs.  When properly designed and 

implemented, such programs can detect compliance risks and mitigate fines these companies 

may be facing.  The pharmaceutical industry has a long tradition of operating compliance 

programs in other areas such as manufacturing and research and development, where lapses in 

internal controls can lead to millions of dollars in lost profits or prosecution by the FDA.  Today 

many companies have begun to more broadly implement compliance activities for all applicable 

laws and regulations, particularly those that relate to drug price reporting. 

Only a handful of pharmaceutical manufacturers currently possess a GPS that could be 

considered third generation (custom system with little or no flexibility for policy change). Most 

manufacturers utilize first or second generation systems consisting of a mix of unstructured 

                                                 
3 Pharmaceutical Research & Manufacturers of America, 2002 Industry Profile, PhRMA.  Washington, D.C., 2002.   
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mainframe programs, spreadsheets, or worse. There is a lack of structured auditable workflow 

process, policy definition, application of policy, and understanding of government legislation.   

Current Government Pricing Solution 
High-volume transaction processing 

Custom mainframe applications  

Limited internal system interfaces  

Limited use of EDI 

Limited access to analytical data 

"Integrated Solutions" 

Expanded use of web technology 

Increasingly accurate, timely, and accessible information 

Some use of analytical tools  

 

First-, second-, and third-generation GPS software developed in the 1980s, 1990s, and 2000s 

were point solutions that lacked packaged solutions, provided limited access to analytical data, 

and had a dependence on spreadsheet tools.  Ideal Systems’ IdealGP fourth-generation GPS 

provides full compliance, price optimization, forecasting capabilities, flexible policy 

administration, and full reporting and analysis functionality.   

The reason pharmaceutical companies have struggled with updating their compliance systems is 

two-fold.  First, the complexity of the calculations involved in the pricing algorithms make them 

difficult to accurately implement.  Secondly, these systems are manually intensive so any 

changes are typically hard-coded, resulting in increased future maintenance.  In summary, 

neglect highlights an industry where most manufacturers are out of compliance and/or suffering 

from a lack of optimized pricing methodology. 

Government pricing is one of the most difficult areas in the healthcare industry to understand and 

typically takes years to master.  Those few with experience are typically one dimensional, 
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possessing either technical skills or policy skills, not both.  Ideal Systems staff is uniquely 

positioned to marry a comprehensive understanding of the legislative landscape with skills in 

current technology to set a new standard for comprehensive GPS development.   

The market segmentation as delineated within the market analysis table below has been derived 

based on the Ideal Systems’ principals’ many years of experience within the target industry.   

Market Analysis 
Potential Customers Growth 2003 2004 2005 2006 2007 CAGR 

Government Pricing 
(IdealGP) 25% 5 6 8 10 13 26.98% 

IdealCMS (Contract 
Management System) 10% 4 4 4 4 4 0.00% 

UPS and EDI Plus 50% 5 8 12 18 27 52.44% 

Client Support 5% 10 11 12 13 14 8.78% 

Total 24.68% 24 29 36 45 58 24.68% 

 

 

Government Pricing 
IdealCMS (Contract Management System) 
UPS and EDI Plus  
Client Support 

     Market Analysis 
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Market Analysis Summary 4 

For the last decade, Federal agencies have been investigating many areas of the pharmaceutical 

industry for fraudulent activity.  One of the largest target areas is drug price calculation.  Current 

investigations are leading the U.S. government to believe that the pharmaceutical industry’s lack 

of attention to pricing policies set forth by legislation is resulting in inflated prices charged to 

Federal entities, such as Veteran Affairs.   

As a result, the government is unleashing their investigative “hounds” in the form of many 

Federal agencies and empowering these agencies with the ability to impose fines that can be 

exponentially large and financially devastating to many of country’s largest pharmaceutical 

manufacturers.  Some of the Federal agencies that have yielded results include the Department of 

Health and Human Services, the Office of the Inspector General (OIG), the Center for Medicare 

and Medicaid Service (CMS), and the Department of Justice (DOJ).  Some of the facts 

discovered by the investigations of these agencies include:   

Ø In 1996, of the $1 trillion Americans spent on healthcare, $350 billion was spent on 

Medicare and Medicaid.  The Department of Health and Human Services estimated that 

approximately 14 percent of those claims, or $28 billion, was paid improperly.   

Ø In 2000, according to CMS, the U.S. Federal Government spent $21.7 billion on 

prescription therapies and it believes that it pays too much for these drugs when 

compared to other commercial customers. 

                                                 
4 Sources:  “National Health Care Expenditures.” Centers for Medicare & Medicaid Services, Office of the Actuary, 
National Health Statistics Group,  www.hcfa.gov/stats, 1996; and Saunders, Brent. “Caught in the Crosshairs:  
Pharmaceutical Pricing and Sales & Marketing  Practices.” The Pharmaceutical Executive, April 2002.   
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Consequently, the U.S. government is empowering its regulatory agencies with the ability fine 

any pharmaceutical company whose pricing policies are out of compliance with government 

policy.  CMS has been given full support to audit medical institutions for health care fraud.  

CMS can now impose fines of up to $10,000 per item or service found in non-compliance with 

government regulations, plus triple the fee for the claim.  Additionally, the 1996 Health 

Insurance Portability and Accountability Act (HIPAA) dedicated a 15-percent annual increase to 

regulatory and investigative resources focusing on fraud and abuse related to Federal healthcare 

programs.   

The significance of this act is that it guarantees increased funding through 2003 for what was 

already a robust regulatory and investigative infrastructure.  Investigations of pharmaceutical 

manufactures have led to the consensus among these government agencies that the industry is 

indeed a source of excessive Federal spending.  The result of this consensus is the belief that the 

pharmaceutical industry’s profits make it a clear target for large financial damage awards.  

Recent statistics from the OIG indicate that for every dollar it spends on investigation, Federal 

agencies realize a return of $110 dollars in fines and penalties.   

To illustrate, an $875 million fine levied against TAP Pharmaceuticals in October 2001 sent 

pricing directors scrambling for cover and in their fiscal report for last year, the OIG and DOJ 

noted that the Federal government won or negotiated more than $1.2 billion in judgments and 

settlements in healthcare fraud cases.   
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The Pharmaceutical Industry in the United States 

The overall pharmaceutical market in the United States increased at a strong pace in 2001, 

growing 16 percent to reach a market value of $96.5 billion.  The industry experienced rapid 

growth from 1997 to 2001, increasing over 51 percent during that time.   

U.S. Pharmaceutical Industry Market Size 1997-2001 
(in $billion) 

1997 63.673 
1998 70.635 
1999 77.380 
2000 83.153 
2001 96.458 

Source:  Euromonitor 2002    
 

The market for pharmaceutical products in the United States remains very consolidated, with the 

top five corporations accounting for approximately 88 percent of total market sales.  Merck was 

the industry leader in 2001, generating 25 percent of total market revenue.  GlaxoSmithKline 

accounted for 18 percent of total industry sales, followed by Pfizer (15 percent) and Wyeth (12 

percent).   

Through 2006, the pharmaceuticals industry in the United States is anticipated to reach a value of 

approximately $166.3 billion, an increase of 51.3% over 2001.  Demand created by the ever-

increasing elderly customer segment will spur growth, while the ongoing release of generic 

versions of highly demanded medications will benefit consumers but negatively impact the 

health of industry participants.  Consolidation is expected to continue, as pharmaceutical 

companies seek to acquire establishments that can complement existing product lines or provide 

key expertise in particular areas of research and development.   
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Competitive Edge 

Ideal Systems enjoys multiple competitive advantages in government pricing.  In addition to 

superior business experience levels among staff members, the IdealGP product will be much 

more comprehensive in scope than its competitors, yet cost half as much. 

Experience 

Ideal Systems staff members have participated in two full-scale custom implementations for 

major pharmaceutical companies and an audit of pricing systems for a third.  This level of 

experience firmly establishes Ideal Systems as a leader in the area of government pricing.  In 

comparison to competitive offerings, the software provider Imany (see below) does not have 

pricing experts on staff, choosing instead to function solely as a vendor.  This requires clients to 

look elsewhere for pricing expertise.  Ideal Systems’ competitive advantage lies in a seamless 

approach between software and know-how.   

Price 

With far less overhead, Ideal Systems can market professional services and software at roughly 

half the price of the competition.  An IdealGP license at $500,000 compares favorably with an 

Imany/Government Pricing implementation at $1 million to $2 million.  

Level of Functionality 

Ideal Systems’ experience in government pricing has allowed the design of levels of 

functionality that do not currently exist within the industry.  While the competition struggles to 

understand pricing methodology, Ideal Systems has confidently designed new layers of 

functionality on a solid platform of best practice methodology gained through years of 
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experience at different major clients.  Where the competition provides a partial list of necessary 

reports, the IdealGP product will amaze with seamless reporting, analytics and forecasting tools  

providing information that was previously considered impossible too difficult to obtain. 

Comprehensive Approach 

The installation of a GPS inevitably includes significant business analysis to ensure that policies 

and data interfaces are fully compliant.  This work typically takes upwards of four months of 

development work for an average team of four to eight consultants.   

Only Ideal Systems provides software and professional services in one package.  Two types of 

providers characterize the pricing industry:   

1. Software Vendors (E.g. Imany):  Provide software only, forcing clients either to 

configure the software on their own, or contract with unaffiliated professional service 

providers for business assistance (see below).  Software vendors in the government 

pricing industry do not currently have pricing experts in-house.     

2. Professional Service Providers (E.g. CSC, Accenture):  Provide professional services to 

support the configuration of vendor software, or provide custom development of pricing 

systems (built from scratch). Professional service providers in the government pricing 

industry do not currently market software solutions and are untrained in the 

implementation of vendor software offerings, requiring in-depth training at project 

startup.   

The implementation of a GPS in today’s market involves contracting with a professional service 

provider to build a custom system from scratch (extremely expensive), or contracting with both a 
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vendor and professional service provider (self installation of vendor software is extremely risky 

and seldom attempted).  The implications of a collaborative approach between vendors and 

service providers should be obvious when compared to the Ideal Systems strategy where the 

implementers of the GPS have participated in its development and are completely trained in all 

aspects of system design and functionality.  

Competition and Buying Patterns  

Pharmaceutical companies do not make decisions on pricing systems lightly.  Custom 

implementations typically span years, costing millions.  The Imany/Government Pricing solution 

offers little reduction in implementation cost or duration.   

The prevailing theme is that pricing systems do less than promised due to an incomplete 

understanding of pricing requirements.  This leads to incomplete solutions, requiring pricing 

departments to devote significant operating resources to the development and administration of 

workarounds required to combat system inefficiencies.   

As a result, there is considerable volatility in the market as pharmaceutical companies quickly 

become disillusioned during the deployment of faulty systems.  Ideal Systems is aware of one 

particular client who signed up for a custom solution last year.  Today, with the system nearing 

completion, the client has become dissatisfied with the growing number of workarounds, and has 

already begun the search for a replacement system.  The decision to abandon the current system 

came before it was even deployed, and though development will continue, the custom system 

will likely be replaced within a year.  This level of dissatisfaction is probably due to the lack of 

viable options in the marketplace.  Pricing directors are typically stunned that qualified expertise 
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does not exist.  Ideal Systems believes that the emergence of the first legitimate GPS will draw 

much attention.   

Imany as a Government Pricing Competitor 

The newly unveiled Imany/Government Pricing solution, which was unveiled  in May 2002, 

slots in nicely between Imany/ContractSphere and Imany/Medicaid.  However, it is an unproved 

product that provides very little functionality and is a competitor only due to the fact that it 

carries the Imany name and is the only pricing product currently available.   

Imany/Government Pricing is a platform that takes some steps toward ensuring auditablility and 

reproducibility during pricing calculations and stops there.  The actual calculations themselves 

are not provided, nor is standard industry methodology required to process sales into calculable 

results, which in total represent approximately 80 percent of the value of a government pricing 

calculator.  When an Imany/Government Pricing installation is complete, the system does 

nothing.  It requires substantial set-up prior to the interfacing of data and contains no pricing 

methodology, calculations or reports.  Most of these capabilities are configurable within the 

system, but the typical pharmaceutical company lacks the resources to perform these 

configurations.  Imany recognizes this situation, but has made a tactical decision not to provide 

consulting services on methodology and recommends that customers contract with external 

resources to obtain such services.   

There are very few sources of expertise in government pricing.  In fact, aside from a very select 

few established industry experts, pricing knowledge is confined to the VA and CMS (Medicaid) 

offices themselves and the pricing directors at each participating pharmaceutical companies.  
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Further complicating matters, due to the obscure nature of VA and Medicaid legislation, most, if 

not all, pricing directors possess only a portion of the required knowledge, influenced by 

characteristics particular to their own contract management systems.  In other words, 

Pharmaceutical A may correctly exclude Nominal Transactions from the pricing calculation, 

while Pharmaceutical B may be unable to do so since its pricing system receives aggregated data.  

Even worse (and very typical) may be the fact that Pharmaceutical B is not even aware of the 

Nominal Exclusion provision and its substantial financial benefits.   

Ideal Systems staff is experienced in all issues related to government pricing.  As such, Ideal 

Systems staff members have been contacted by Imany to provide professional services required 

to configure Imany/Government Pricing installations to meet legislative requirements.  This has 

recently estimated this effort at 1,200 person days, which would likely take the form of a team of 

eight people working for eight months and cost roughly $1.6 million (in addition to the 

Imany/Government Pricing license fee).  In fact, the total cost of the Imany system rivals the cost 

of a custom system as recently estimated at $2.4 million. 

Imany faces additional difficulties due to an inability to provide pricing consultation. 

Imany/Government Pricing requires a large amount of expert professional configuration and 

Imany is dependant on the availability of such services.  As previously mentioned, there are very 

few sources of qualified pricing expertise.  As a result, a critical Imany route to market may 

become barred.   
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Competitive Comparison:  IdealGP and Imany/Government Pricing 
Government Pricing Issue IdealGP Imany/Government Pricing 

Calculation of Non-Federal Average Manufacturer's Price (NFAMP)  Full Support Configurable at Additional Cost 

Calculation of Average Manufacturer's Price (AMP)  Full Support Configurable at Additional Cost 

Smoothing of Quarterly Average Manufacturer's Prices  Full Support Configurable at Additional Cost 

Calculation of Federal Ceiling Price (FCP)  Full Support Configurable at Additional Cost 

Identification of Best Price (BP)  Full Support Configurable at Additional Cost 

New Product Pricing (NFAMP/FCP)  Full Support Configurable at Additional Cost 

Bypass of BP Full Support Configurable at Additional Cost 

Carry-Forward Logic  Full Support No Support 

Automatic Data Monitoring Full Support Configurable at Additional Cost 

Automatic Data Processing Full Support No Support 

Reproducible Calculations Full Support Full Support 

Auditable Calculations Full Support Full Support 

Source Data Reconciliation Full Support Configurable at Additional Cost 

Manual Data Entry Full Support No Support 

Overwrite Capability Full Support Configurable at Additional Cost 

Transmission File Generation Full Support Configurable at Additional Cost 

Customer of Comparability Monitoring Full Support Configurable at Additional Cost 

Automatic Pricing Output Full Support No Support 

Automatic Price Monitoring Full Support Configurable at Additional Cost 

Workflow  Full Support Configurable at Additional Cost 

Reporting and Analysis Forecasting Full Support No Support 

Envision 

Envision is a small company, located in Parsippany, New Jersey, employing approximately eight 

to 16 developers and three to five consultants specializing in Medicaid business practices. 

Envision presents a single product to the market in the form of En-Compass/GPS, developed 

with Java technology.  Currently Envision is engaged by GlaxoSmithKlein in Philadelphia, and 

is midway through a system implementation.  However, rumors from the industry indicate that 

the client has become dissatisfied with En-Compass/GPS and is already seeking a replacement. 

Ideal Systems staff has been in direct contact with Envision and has participated in full 

demonstrations of En-Compass/GPS for the purposes of conduc ting gap analyses for multiple 

clients.  As such, Ideal Systems staff has a complete understanding of system capabilities across 

all pricing-related issues.  Unlike Imany/Government Pricing, En-Compass/GPS comes with 
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pricing methodology.  However, it is clear that Envision subject matter experts possess limited 

knowledge of Federal pricing requirements, having specialized primarily in Medicaid.  As a 

result, critical Federal functionality is missing or incomplete.  

Additionally, during product reviews, Ideal Systems staff has identified several key functional 

flaws that prevent the product from delivering compliant pricing.  The Envision GPS does not 

provide sufficient auditability, reproducibility, or compliance to be considered a legitimate 

competitor, nor does it support optimized pricing methodology or forecasting.  With no 

successful implementations to date, and word spreading of their failure at GSK, Envision’s 

reputation is fading quickly.  In summary, the Envision GPS is a flawed application with very 

little success in the marketplace, and is not considered a legitimate competitive threat. 
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IDEAL SYSTEMS, INC. ANALYSIS AND COMPARISION TO THE INDUSTRY 

A comparative analysis compares Ideal Systems with similar companies on the basis of 

competitive characteristics to determine the Company’s profile relative to those of comparable 

companies in aggregate.  The analysis generally focuses on: 

Ø Quantitative considerations (which include financial performance and other 

quantifiable data); and  

Ø Qualitative considerations (including any factors that are expected to impact future 

financial performance and investors’ interpretations of the financial results). 

Securities analysts, investors, and lenders use financial ratios to provide a quick indication of the 

health of a business.  However, they can yield relevant answers only if compared with a 

standard.  Comparisons may be made against other companies’ ratios, stock market averages, 

industry guidelines, lender policies, alternative investment opportunities, widely accepted 

standards, or an investor’s personal experience.   

In general, Ideal Systems belongs to SIC code 7371, Computer Programming Services.  

Establishments in this category are primarily engaged in providing computer programming 

services on a contractual or fee basis.  Companies in this category perform a variety of additional 

services, such as computer software design and analysis, modifications of custom software, and 

training in the use of custom software.   

An analysis of Ideal Systems’ quantitative and qualitative factors was performed relative to the 

information for SIC code 7371.  (This information is included in the SIC code data prepared by 

OneSource Information Services.)  This analysis produced the results discussed in greater detail 
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in the following pages.  To achieve a more accurate comparison, the list was restricted to 

comparable companies with sales between $1million and $5 million in annual revenue.  Under 

this criterion, ratio averages of 4,678 companies were found for SIC code 7371 in the database. 

Efficiency Ratios 

Assets Turnover 

This ratio measures the turnover rate of total assets to achieve net revenue.  When viewed 

historically, the ratio indicates the effectiveness of generating sales from assets expansion.   
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Sales to Working Capital 

Working Capital is a measure of the margin of protection for current creditors.  It reflects the 

ability to finance current operations.  Relating the level of sales arising from operations to the 

underlying working capital measures how efficiently working capital is employed.  A low ratio 

may indicate an inefficient use of working capital while a very high ratio might give rise to 
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concerns about under capitalization or liquidity problems in a period of weak business 

conditions.   
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Sales to Fixed Assets 

This ratio measures the sales generated by the company’s fixed assets.  It indicates the ability of 

management to generate sales based on the tangible asset requirements.   
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Profitability Ratios 

Net Income to Sales  

This ratio is a general measurement of a firm’s profitability.  It is an indication of the firm’s 

ability to generate profits and its efficiency in converting a sale to profit.  It accounts for all costs 

and is the most widely used ratio for profitability. 
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Return on Assets  

This ratio is an indication of the earning power and effective use of all the resources of the 

company.   
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Return on Equity 

This ratio is a general measurement of a firm’s return of equity investment.  It is an indication of 

the firm’s ability to generate returns to its equity investors. 
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Financial Strength Ratios  

Current Ratio 

The Current Ratio, also called the Liquidity Ratio, is used to estimate a company’s general 

liquidity.  It is a rough indication of a firms ability to pay its debts.  Generally, the higher the 

current ratio, the greater the “cushion” between current obligations and a firm’s ability to pay 

them.  However, the composition and quality of current assets is a critical factor in the analysis 

of an individual firm’s liquidity. 
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Total Debt to Equity  

This ratio gives an indication of the relation of owners’ and creditors’ positions.  This ratio’s 

performance is best measured against the industry averages. 
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Interest Coverage  

This ratio expresses the relative protection provided to creditors based on the profitability of 

operations.  The number of times earnings before interest and taxes covers interest charges is one 

way to illustrate the long-term liquidity risk of the firm.   

0.0

50.0

100.0

150.0

200.0

250.0

1999 2000 2001

Ideal Systems, Inc. Industry Average
 



 58 

Net Fixed Assets to Long-Term Debt 

This ratio is a general measurement of a firm’s leverage.  It is an indication of the firm’s use of 

debt to finance fixed asset purchases and an indication of borrowing ability.   
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SWOT ANALYSIS 

Potential Internal Strengths  

Ø State-of-the-art, cost-saving technology 

Ø Unique, high-quality products and services with great versatility 

Ø Management has extensive industry experience 

Ø Strong focus and industry reputation for customer service 

Ø Vast potential growth in sales revenue 

Potential Internal Weaknesses 

Ø Small Company size restricts how aggressive marketing can be 

Ø Limited internal resources; external financing is essential 

Ø Managing organizational changes as Company grows 

Potential External Opportunities 

Ø Ideal Systems’ software and services is used by many large companies in the 

pharmaceutical industry 

Ø Opportunity exists due to U.S. government pricing regulations  

Ø Both Johnson & Johnson have engaged Ideal Systems in discussion regarding the 

development of an all-new contract management system that both is tailored to 

their needs and addresses the shortcomings of the Imany system   

Ø Marketing and distribution can be easily adapted for multiple vertical markets 
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Potential External Threats 

Ø Currently, low awareness; requires more market exposure  

Ø Vulnerability to recession and business cycles 

Ø Adverse changes in regulations affecting the pharmaceutical industry 
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FINANCIAL PROJECTIONS 

Ideal Systems’ success will result from providing products which uniquely address the 

implementation of standard mechanisms to industries in which standards are currently lacking 

and/or are insufficiently implemented, as well as an aggressive, well-planned marketing strategy.   

Future Business Objectives 

Via continuing development of our existing software products and the introduction of new 

products, we intend to move the revenue model of the company forward from 80 percent 

consulting and services combined with 20 percent software sales, licensing, and support, to 50 

percent consulting and services combined with 50 percent software sales, licensing, and support.  

As part of our marketing goals, Ideal Systems plans to develop and market the following 

software offerings  

Ø A complete government pricing software solution for the pharmaceutical industry which 

will leverage our staff’s unique experience in the industry.  This software will be 

designed from the ground up, enabling it to easily be customized and expanded going 

forward in response to continual changes in regulatory conditions.   

Ø Software tailored toward clients’ internal sales and marketing efforts.  This will include a 

full, dynamic sales force data warehouse capable of loading sales data from virtually any 

source and performing sophisticated analysis of the data down to the individual sale.  

This software will enable customers to use their data to set sales force expectations and 

pursue specific changes in sales strategies which directly affect their bottom lines.   
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In addition, Ideal Systems will create and manage a full infrastructure to support clients who 

have purchased the above software and services.  This shall include (but will not necessarily be 

limited to): 

Ø Live Help Desk support 

Ø Bug fixes and maintenance 

Ø The release/licensing of software enhancements 

Ø User training 

Growth Rate Estimate  

Ideal Systems’ growth may vary depending on the level of growth experienced by client 

companies and their clients, who will be the primary customers of Ideal Systems.  The growth 

rate for Ideal Systems may also depend on the continual development and successful execution 

of an effective sales and marketing plan.  Additional factors will also influence future growth 

rates including the following factors:  (1) the amount of effort made to reach budgeted goals for 

both profit and expense; (2) the periodic comparison of actual results versus budgeted amounts; 

and (3) the management’s ability to influence the Company to meet budgeted objectives.   

Pro Forma Forecast 

Assumptions of the Pro Forma Income Statement 

The Company forecast five years, which is believed to be a sufficient period to establish long-

term performance.  The pro forma assumes Ideal Systems receives approximately $4 million in 

funding to be utilized for marketing and advertising of its products and services.  The Company’s 

Pro Forma Income Statement is based on the following assumptions. 
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Revenues 

The historical annual compounded growth rate from 1999 to 2002 is approximately 41 percent, 

with 2002 revenue growing more than 50 percent from 2001.  The pro forma assumes the 

Company will continue to generate revenue from existing products and services (UPS and EDI 

Plus, as well as consulting and client support).  In addition, the pro forma assumes Ideal Systems 

will generate revenue from the expansion of its target market (government pricing).  This market 

segment is expected to grow at compounded annual growth rate of approximately 26 percent 

between fiscal 2003 and fiscal 2007.     

The pro forma assumes revenue from the current products and services will be approximately 

$4.8 million in Year One, $6.4 million in Year Two, $8.7 million in Year Three, $11.7 million in 

Year Four, and $15.8 million in Year Five.  This represents an approximately 35-percent annual 

growth rate from Year One to Year Five.  In addition, revenue from government pricing is 

expected to be approximately $7.7 million in Year One, $8.5 million in Year Two, $9.3 million 

in Year Three, $10.3 million in Year Four, and $11.3 million in Year Five.  This represents an 

approximately 10-percent compound annual growth rate.   

Selling, General, and Administrative Expenses (SG&A) 

SG&A expenses are based on historical expenses.  As the Company’s revenue grows, it is 

expected that the compensation of officers will increase each year during the pro forma period.   

In addition, salaries and wages are expected to increase significantly as Ideal Systems’ revenue 

expands.   
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Advertising and marketing expenses are expected to be approximately eight percent of sales in 

Year One, seven percent of sales in Year Two, five percent of sales in Year Three, and two 

percent of sales thereafter.   

Website expenses will also increase rapidly in Year One and Year Two.  The Company is 

making changes to the current website and may host the site on the new in-house T1 network to 

be added in Year One and Year Two.   

Depreciation 

The annual depreciation expense is projected to be $90,000 until the book value of all fixed 

assets is fully depreciated.   

Net Income 

Based on the Pro Forma Income Statement assumptions, the net income for Ideal Systems is 

forecast at $2.6 million in Year One, $3.5 million in Year Two, $4.4 million in Year Three, $6.3 

million in Year Four, and $9.5 million in Year Five.   

Assumptions of the Pro Forma Balance Sheet 

Accounts Receivable 

All of Ideal Systems’ clients will pay within 30 days.   

Accounts Payable  

Our payables are mainly payrolls and other operating expenses and should be kept current. 

Historically, Ideal Systems has no account payables.   
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Existing Debts 

All existing debts are assumed to be fully repaid with equity funding.   

Capital Investment 

The Company will add computers, servers, and networks.  These items will be expensed instead 

of capitalized.  Therefore, no capital investment is required to maintain the revenue growth.   

Assumptions of the Pro Forma Cash Flow Statement 

The cash flows for Ideal Systems were calculated based on the Pro Forma Income Statement and 

Pro Forma Balance Sheet.  The net free cash flow (deficit) to equity, based on the Pro Forma 

Income Statement and Pro Forma Balance Sheet, is approximately $1.6 million in Year One; 

$3.3 million in Year Two; $4.3 million in Year Three; $6.0 million in Year Four; and $9.1 

million in Year Five.   



APPENDIX I



FYE: November 30
ASSETS 1999 2000 2001 2002

Current Assets
Cash -                             -                             -                             20,588                       
Accounts Receivable -                             -                             -                             -                             
Employee Advances 9,713                         9,713                         9,713                         9,713                         
Securities -                             50,368                       69,118                       69,621                       

Total Current Assets 9,713                         60,081                       78,831                       99,922                       

Total Fixed Assets 133,024                     219,110                     414,549                     702,986                     
Less:  Accumulated Depreciation (67,116)                      (125,348)                    (216,815)                    (423,062)                    

Net Fixed Assets 65,908                       93,762                       197,734                     279,924                     

Total Assets 75,621                       153,843                     276,565                     379,846                     

LIABILITIES
Current Liabilities

Accounts Payable -                             -                             -                             -                             
Mortgages Less than One-year -                             5,648                         33,139                       50,000                       

Total Current Liabilities -                             5,648                         33,139                       50,000                       

Long-term Debt
Mortgages Greater than One-year 56,912                       50,000                       -                             -                             

Total Long-term Debt 56,912                       50,000                       -                             -                             

Total Liabilities 56,912                       55,648                       33,139                       50,000                       

Stockholder's Equity:
Capital Stock 100                            100                            100                            100                            
Additional Paid-In Capital 180                            180                            180                            180                            
Retained Earnings 18,429                       97,915                       243,146                     379,566                     
YTD Earnings -                             -                             -                             -                             
Less: Treasury Stock -                             -                             -                             (50,000)                      

Total Equity 18,709                       98,195                       243,426                     329,846                     

Total Liabilities and Equity 75,621                       153,843                     276,565                     379,846                     

Ideal Systems, Inc.

Comparative Balance Sheet



FYE: November 30
ASSETS 1999 2000 2001 2002

Current Assets
Cash 0% 0% 0% 5%
Accounts Receivable 0% 0% 0% 0%
Inventory 0% 0% 0% 0%
Employee Advances 13% 6% 4% 3%
Securities 0% 33% 25% 18%

Total Current Assets 13% 39% 29% 26%

Fixed Assets
Auto & Trucks 0% 0% 0% 0%
Computers 0% 0% 0% 0%
Furniture and Fixtures 0% 0% 0% 0%
Office Equipment 0% 0% 0% 0%
Warehouse Equipment 0% 0% 0% 0%
Leasehold Improvements 0% 0% 0% 0%

Total Fixed Assets 176% 142% 150% 185%
Less:  Accumulated Depreciation -89% -81% -78% -111%

Net Fixed Assets 87% 61% 71% 74%

Other Assets
Due from Affiliated Enterprises 0% 0% 0% 0%

Total Other Assets 0% 0% 0% 0%

Total Assets 100% 100% 100% 100%

LIABILITIES
Current Liabilities

Accounts Payable 0% 0% 0% 0%
Mortgages Less than One-year 0% 4% 12% 13%

Total Current Liabilities 0% 4% 12% 13%

Long-term Debt
Mortgages Greater than One-year 75% 33% 0% 0%

Total Long-term Debt 75% 33% 0% 0%

Total Liabilities 75% 36% 12% 13%

Stockholders' Equity:
Capital Stock 0% 0% 0% 0%
Additional Paid-In Capital 0% 0% 0% 0%
Retained Earnings 24% 64% 88% 100%
YTD Earnings 0% 0% 0% 0%
Less: Treasury Stock 0% 0% 0% -13%

Total Equity 25% 64% 88% 87%

 
Total Liabilities and Equity 100% 100% 100% 100%

Ideal Systems, Inc.

Common-Sized Comparative Balance Sheet



FYE: November 30
1999 2000 2001 2002

REVENUE 1,233,425                 1,598,834                 2,346,833                 3,526,198                 

COGS -                            -                            -                            -                            

Gross Profit 1,233,425                 1,598,834                 2,346,833                 3,526,198                 

SELLING, GENERAL,
AND ADMINISTRATIVE EXPENSE

TOTAL OPERATING EXPENSES 1,177,631                 1,448,874                 2,045,539                 3,106,231                 

EBITDA 55,794 149,960 301,294 419,967

Depreciation and Amortization 42,644                      58,232                      91,466                      206,247                    

Earnings Before Interest & Taxes 13,150 91,728 209,828 213,720                    

Interest Expense 3,873                        5,749                        968                           -                            

OTHER INCOME AND (EXPENSE) -                            -                            -                            -                            

Earnings Before Taxes 9,277 85,979 208,860 213,720

Provision For Taxes 1,392                        17,483                      64,705                      66,601                      

NET INCOME 7,885 68,496 144,155 147,119                    

Ideal Systems, Inc.

Comparative Income Statements



1999 2000 2001 2002
REVENUE 100.0% 100.0% 100.0% 100.0%

COGS 0.0% 0.0% 0.0% 0.0%

Gross Profit 100.0% 100.0% 100.0% 100.0%

SELLING, GENERAL, AND ADMIN EXP 95.5% 90.6% 87.2% 88.1%

EBITDA 4.5% 9.4% 12.8% 11.9%

Depreciation & Amortization 3.5% 3.6% 3.9% 5.8%

EBIT 1.1% 5.7% 8.9% 6.1%

Interest Expense 0.3% 0.4% 0.0% 0.0%
Interest Income 0.0% 0.0% 0.0% 0.0%

OTHER INCOME AND (EXPENSE) 0.0% 0.0% 0.0% 0.0%

Earnings Before Taxes 0.8% 5.4% 8.9% 6.1%

Provision For Taxes 0.1% 1.1% 2.8% 1.9%

NET INCOME 0.6% 4.3% 6.1% 4.2%

Common-Sized Comparative Income Statement

Ideal Systems, Inc.



APPENDIX II



FYE: November 30

ASSETS 2002 Year 1 Year 2 Year 3 Year 4 Year 5
Current Assets

Cash 20,588                   5,657,356             8,997,920                 13,260,526               19,247,016           28,365,062               
Accounts Receivable -                            1,040,429             1,243,646                 1,501,896                 1,832,831             2,260,120                
Securities 69,621                   69,621                  69,621                      69,621                      69,621                  69,621                     

Total Current Assets 99,922                   6,767,406             10,311,188               14,832,043               21,149,468           30,694,803               

Total Fixed Assets 702,986                 702,986                702,986                    702,986                    702,986                702,986                   
Less:  Accumulated Depreciation (423,062)                (513,062)               (603,062)                  (693,062)                  (702,986)               (702,986)                  

Net Fixed Assets 279,924                 189,924                99,924                      9,924                        -                       -                           

Total Assets 379,846                 6,957,330             10,411,112               14,841,967               21,149,468           30,694,803               

LIABILITIES
Current Liabilities

Accounts Payable -                        -                       -                           -                           -                       -                           
Mortgages Less than One-year 50,000                   -                       -                           -                           -                       -                           

Total Current Liabilities 50,000                   -                       -                           -                           -                       -                           

Total Liabilities 50,000                   -                       -                           -                           -                       -                           

Stockholders' Equity:
Capital Stock 100                        100                       100                          100                          100                       100                          
Additional Paid-In Capital 180                        180                       180                          180                          180                       180                          
Retained Earnings 666,742                 666,742                3,294,226                 6,748,007                 11,178,862           17,486,363               
YTD Earnings -                        2,627,484             3,453,781                 4,430,855                 6,307,501             9,545,335                
Equity Funding -                        4,000,000             4,000,000                 4,000,000                 4,000,000             4,000,000                
Recast Adjustments from Income Statements (50,000)                 (50,000)                (50,000)                    (50,000)                    (50,000)                (50,000)                    
Recasted Shareholders' Advances (287,176)                (287,176)               (287,176)                  (287,176)                  (287,176)               (287,176)                  

Total Equity 329,846                 6,957,330             10,411,111               14,841,966               21,149,467           30,694,802               

Total Liabilities and Equity 379,846                 6,957,330             10,411,111               14,841,966               21,149,467           30,694,802               

Ideal Systems, Inc.

Pro Forma  Balance Sheet - Year 1 Thru Year 5



Year 1 Year 2 Year 3 Year 4 Year 5

REVENUE
Existing Revenue Stream 4,760,367             6,426,496             8,675,769             11,712,289           15,811,590           
Government Pricing 7,724,780             8,497,258             9,346,984             10,281,682           11,309,851           

REVENUE 12,485,147           14,923,754           18,022,753           21,993,971           27,121,440           

Total Cost of Sales -                       -                       -                       -                       -                       

Gross Profit 12,485,147           14,923,754           18,022,753           21,993,971           27,121,440           

SELLING, GENERAL 
    AND ADMINISTRATIVE

Compensation of Officers 625,000                650,000                676,000                703,040                731,162                
Salaries and Wages 3,786,473             4,281,131             4,809,305             5,259,046             5,737,071             
Rents 35,477                  36,477                  37,477                  38,477                  39,477                  
Taxes and Licenses 209,720                209,720                209,720                209,720                209,720                
Advertising & Marketing 1,000,000             1,000,000             1,000,000             500,000                675,000                
Bank Service Charges 800                      450                      500                      550                      600                      
Contract Programmers 2,243,190             3,028,307             4,088,214             5,314,679             6,377,615             
Dues & Subscriptions 4,035                    4,035                    4,035                    4,035                    4,035                    
Insurance 174,710                174,710                174,710                174,710                174,710                
Meals & Entertainment 7,000                    7,000                    7,000                    7,000                    7,000                    
Office Expenses 112,500                45,000                  45,000                  45,000                  45,000                  
Payroll Service 5,000                    2,000                    2,000                    2,000                    2,000                    
Professional Fees 12,500                  13,125                  13,781                  14,470                  15,194                  
Telephone Expenses 48,701                  50,162                  51,667                  53,217                  54,813                  
Travel Expenses 100,000                40,000                  40,000                  40,000                  40,000                  
Utilities 9,610                    10,091                  10,595                  11,125                  11,681                  
Web Site Expenses 24,395                  32,795                  32,795                  32,795                  32,795                  
Software Expenses 15,000                  15,750                  16,538                  17,364                  18,233                  

Total Operating Expenses 8,414,111             9,600,753             11,219,337           12,427,228           14,176,105           

EBITDA 4,071,036             5,323,001             6,803,417             9,566,743             12,945,335           

Depreciation 90,000                  90,000                  90,000                  9,924                    -                       
Amortization

EBIT 3,981,036             5,233,001             6,713,417             9,556,819             12,945,335           

Interest Expenses
Interest Income

EARNINGS BEFORE TAXES 3,981,036             5,233,001             6,713,417             9,556,819             12,945,335           

Available Net Loss Carry

Taxable Income 3,981,036             5,233,001             6,713,417             9,556,819             12,945,335           

Estimated Tax 1,353,552             1,779,220             2,282,561             3,249,318             3,400,000             

NET INCOME AFTER TAX 2,627,484             3,453,781             4,430,855             6,307,501             9,545,335             

Ideal Systems, Inc.

Pro Forma Income Statement - Year 1 Thru Year 5



Year 1 Year 2 Year 3 Year 4 Year 5
Operating Activities:
Net Income After Tax 2,627,484                 3,453,781                 4,430,855                 6,307,501                 9,545,335                 

Adjustments:

Depreciation & Amortization 90,000                      90,000                      90,000                      9,924                        -                               
(Increase) Decrease in Accounts Receivable (1,040,429)               (203,217)                  (258,250)                  (330,935)                  (427,289)                  

Increase (Decrease) in Accounts Payable -                               -                               -                               -                               -                               

(Increase) Decrease in Other Current Assets 9,713                        -                               -                               -                               -                               

Net Cash From Operations: 1,686,768                 3,340,564                 4,262,605                 5,986,490                 9,118,046                 

Investing Activities:
(Increase) Decrease in PP&E -                               -                               -                               -                               -                               

Net Cash From Investing: -                               -                               -                               -                               -                               

Financing Activities:
(Decrease) Increase in Existing Short-term Debt (50,000)                    -                               -                               -                               -                               

Increase (Decrease) in Equity Funding 4,000,000                 -                               -                               -                               -                               

Net Cash From Financing 3,950,000                 -                               -                               -                               -                               

Increase in Cash 5,636,768                 3,340,564                 4,262,605                 5,986,490                 9,118,046                 

Beginning Cash Balance 20,588                      5,657,356                 8,997,920                 13,260,526               19,247,016               

Ending Cash Balance 5,657,356                 8,997,920                 13,260,526               19,247,016               28,365,062               

Free Cash Flow to Equity 1,636,768                 3,340,564                 4,262,605                 5,986,490                 9,118,046                 

Ideal Systems, Inc.

Pro Forma Cash Flow - Year 1 Thru Year 5



FYE: November 30
2002 Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12

ASSETS
Current Assets

Cash 20,588                 3,166,329       3,392,786       3,619,243       3,845,700       4,072,157       4,298,614       4,525,071       4,751,528       4,977,985       5,204,442       5,430,899       5,657,356       
Accounts Receivable -                       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       1,040,429       
Employee Advances 9,713                   -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Securities 69,621                 69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            

Total Current Assets 99,922                 4,276,379       4,502,836       4,729,293       4,955,750       5,182,207       5,408,664       5,635,121       5,861,578       6,088,035       6,314,492       6,540,949       6,767,406       

Total Fixed Assets 702,986 702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          
Less:  Accumulated Depreciation (423,062) (430,562)         (438,062)        (445,562)        (453,062)        (460,562)        (468,062)        (475,562)        (483,062)        (490,562)        (498,062)        (505,562)        (513,062)        

Net Fixed Assets 279,924               272,424          264,924          257,424          249,924          242,424          234,924          227,424          219,924          212,424          204,924          197,424          189,924          

Total Assets 379,846               4,548,803       4,767,760       4,986,717       5,205,674       5,424,631       5,643,588       5,862,545       6,081,502       6,300,459       6,519,416       6,738,373       6,957,330       

LIABILITIES
Current Liabilities

Accounts Payable -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Mortgages Less than One-year 50,000                 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Current Liabilities 50,000                 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Liabilities 50,000                 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Stockholders' Equity:
Capital Stock 100 100 100 100 100 100 100 100 100 100 100 100 100
Additional Paid-In Capital 180 180 180 180 180 180 180 180 180 180 180 180 180
Retained Earnings 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742 666,742
YTD Earnings 0 218,957 437,914 656,871 875,828 1,094,785 1,313,742 1,532,699 1,751,656 1,970,613 2,189,570 2,408,527 2,627,484
Equity Funding 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000
Less: Treasury Stock (50,000) (50,000)           (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          
Recast Adjustments from Income Statements (287,176) (287,176)         (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        
Recasted Shareholders' Advances 0 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Equity 329,846 4,548,803 4,767,760 4,986,717 5,205,674 5,424,631 5,643,588 5,862,545 6,081,502 6,300,459 6,519,416 6,738,373 6,957,330
 
Total Liabilities and Equity 379,846               4,548,803       4,767,760       4,986,717       5,205,674       5,424,631       5,643,588       5,862,545       6,081,502       6,300,459       6,519,416       6,738,373       6,957,330       

Ideal Systems, Inc.

Pro Forma Balance Sheet - Year 1 (Monthly)



Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total

REVENUE 1,040,429                 1,040,429            1,040,429            1,040,429            1,040,429            1,040,429            1,040,429          1,040,429         1,040,429           1,040,429              1,040,429          1,040,429               12,485,147                 

Cost of Goods Sold -                           -                      -                      -                       -                       -                       -                     -                   -                     -                         -                     -                          -                             

Gross Profit 1,040,429                 1,040,429            1,040,429            1,040,429            1,040,429            1,040,429            1,040,429          1,040,429         1,040,429           1,040,429              1,040,429          1,040,429               12,485,147                 

SELLING, GENERAL 

    AND ADMINISTRATIVE 701,176                    701,176               701,176               701,176               701,176               701,176               701,176             701,176            701,176              701,176                 701,176             701,176                  8,414,111                   

EBITDA 339,253                    339,253               339,253               339,253               339,253               339,253               339,253             339,253            339,253              339,253                 339,253             339,253                  4,071,036                   

Depreciation 7,500                        7,500                   7,500                   7,500                   7,500                   7,500                   7,500                 7,500                7,500                  7,500                     7,500                 7,500                      90,000                        

Amortization -                           -                      -                      -                       -                       -                       -                     -                   -                     -                         -                     -                          -                             

EBIT 331,753                    331,753               331,753               331,753               331,753               331,753               331,753             331,753            331,753              331,753                 331,753             331,753                  3,981,036                   

Interest Expenses

Interest Income -                             

EARNINGS BEFORE TAXES 331,753                    331,753               331,753               331,753               331,753               331,753               331,753             331,753            331,753              331,753                 331,753             331,753                  3,981,036                   

Available Net Loss Carry -                             

Taxable Income 331,753                    331,753               331,753               331,753               331,753               331,753               331,753             331,753            331,753              331,753                 331,753             331,753                  3,981,036                   

Estimated Tax 112,796                    112,796               112,796               112,796               112,796               112,796               112,796             112,796            112,796              112,796                 112,796             112,796                  1,353,552                   

NET INCOME AFTER TAX 218,957                    218,957               218,957               218,957               218,957               218,957               218,957             218,957            218,957              218,957                 218,957             218,957                  2,627,484                   

Ideal Systems, Inc.

Pro Forma Income Statement - Year 1 (Monthly)



Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total

Operating Activities:
Net Income After Tax 218,957              218,957               218,957              218,957                 218,957               218,957               218,957              218,957              218,957              218,957              218,957             218,957               2,627,484                   

Adjustments:

Depreciation & Amortization 7,500                  7,500                   7,500                  7,500                     7,500                   7,500                   7,500                  7,500                  7,500                  7,500                  7,500                 7,500                   90,000                        

(Increase) Decrease in Accounts Receivable (1,040,429)          -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           (1,040,429)                  

Increase (Decrease) in Accounts Payable -                          -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           -                                  

(Increase) Decrease in Other Current Assets 9,713                  -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           9,713                          

Net Cash From Operations: (804,259)             226,457               226,457              226,457                 226,457               226,457               226,457              226,457              226,457              226,457              226,457             226,457               1,686,768                   

Investing Activities:
(Increase) Decrease in Fixed Assets -                          -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           -                                  

Net Cash From Investing: -                          -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           -                                  

Financing Activities:
(Decrease) Increase in Existing Short-term Debt (50,000)               -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           (50,000)                       

Increase Decrease in Equity Funding 4,000,000           -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           4,000,000                   

Net Cash From Financing 3,950,000           -                          -                         -                            -                          -                          -                         -                          -                          -                         -                        -                           3,950,000                   

Increase (Decrease) in Cash 3,145,741           226,457               226,457              226,457                 226,457               226,457               226,457              226,457              226,457              226,457              226,457             226,457               5,636,768                   

Beginning Cash 20,588                3,166,329            3,392,786           3,619,243              3,845,700            4,072,157            4,298,614           4,525,071           4,751,528           4,977,985           5,204,442          5,430,899            20,588                        

Ending Cash 3,166,329           3,392,786            3,619,243           3,845,700              4,072,157            4,298,614            4,525,071           4,751,528           4,977,985           5,204,442           5,430,899          5,657,356            5,657,356                   

Ideal Systems, Inc.

Pro Forma Cash Flow - Year 1 (Monthly)



FYE: November 30
Year 1 Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12

ASSETS
Current Assets

Cash 5,657,356            5,749,454       6,044,769       6,340,084       6,635,399       6,930,715       7,226,030       7,521,345       7,816,660       8,111,975       8,407,290       8,702,605       8,997,920       
Accounts Receivable 1,040,429            1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       1,243,646       
Inventory -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Employee Advances -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Securities 69,621                 69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            69,621            

Total Current Assets 6,767,406            7,062,721       7,358,036       7,653,352       7,948,667       8,243,982       8,539,297       8,834,612       9,129,927       9,425,242       9,720,557       10,015,872     10,311,187     

Total Fixed Assets 702,986               702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          702,986          
Less:  Accumulated Depreciation (513,062)             (520,562)         (528,062)        (535,562)        (543,062)        (550,562)        (558,062)        (565,562)        (573,062)        (580,562)        (588,062)        (595,562)        (603,062)        

Net Fixed Assets 189,924               182,424          174,924          167,424          159,924          152,424          144,924          137,424          129,924          122,424          114,924          107,424          99,924            

Total Assets 6,957,330            7,245,145       7,532,960       7,820,776       8,108,591       8,396,406       8,684,221       8,972,036       9,259,851       9,547,666       9,835,481       10,123,296     10,411,111     

LIABILITIES
Current Liabilities -                       

Accounts Payable -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
Mortgages Less than One-year -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
New Line of Credit -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Current Liabilities -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Long-term Debt
Mortgages Greater than One-year -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  
New Long-Term Loan -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Long-term Debt -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Total Liabilities -                       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  

Stockholders' Equity:
Capital Stock 100                      100 100 100 100 100 100 100 100 100 100 100 100
Additional Paid-In Capital 180                      180 180 180 180 180 180 180 180 180 180 180 180
Retained Earnings 666,742               3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226 3,294,226
YTD Earnings 2,627,484            287,815 575,630 863,445 1,151,260 1,439,075 1,726,890 2,014,706 2,302,521 2,590,336 2,878,151 3,165,966 3,453,781
Equity Funding 4,000,000            4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000
Less: Treasury Stock (50,000)                (50,000)           (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          (50,000)          
Recast Adjustments from Income Statements (287,176)             (287,176)         (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        (287,176)        

Total Equity 6,957,330 7,245,145 7,532,960 7,820,776 8,108,591 8,396,406 8,684,221 8,972,036 9,259,851 9,547,666 9,835,481 10,123,296 10,411,111
 
Total Liabilities and Equity 6,957,330            7,245,145       7,532,960       7,820,776       8,108,591       8,396,406       8,684,221       8,972,036       9,259,851       9,547,666       9,835,481       10,123,296     10,411,111     

Ideal Systems, Inc.

Pro Forma Balance Sheet - Year 2 (Monthly)



Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total

REVENUE 1,243,646                      1,243,646                     1,243,646                1,243,646                1,243,646                  1,243,646               1,243,646                  1,243,646                   1,243,646              1,243,646              1,243,646               1,243,646                 14,923,754                 

Cost of Goods Sold -                                 -                                -                          -                          -                            -                          -                            -                              -                         -                         -                          -                           -                              

Gross Profit 1,243,646                      1,243,646                     1,243,646                1,243,646                1,243,646                  1,243,646               1,243,646                  1,243,646                   1,243,646              1,243,646              1,243,646               1,243,646                 14,923,754                 

SELLING, GENERAL 

    AND ADMINISTRATIVE 800,063                         800,063                        800,063                   800,063                   800,063                     800,063                  800,063                     800,063                      800,063                 800,063                 800,063                  800,063                    9,600,753                   

EBITDA 443,583                         443,583                        443,583                   443,583                   443,583                     443,583                  443,583                     443,583                      443,583                 443,583                 443,583                  443,583                    5,323,001                   

Depreciation 7,500                             7,500                            7,500                       7,500                       7,500                         7,500                      7,500                         7,500                          7,500                     7,500                     7,500                      7,500                        90,000                        

Amortization -                                 -                                -                          -                          -                            -                          -                            -                              -                         -                         -                          -                           -                              

EBIT 436,083                         436,083                        436,083                   436,083                   436,083                     436,083                  436,083                     436,083                      436,083                 436,083                 436,083                  436,083                    5,233,001                   

Interest Expenses 0

Interest Income -                              

EARNINGS BEFORE TAXES 436,083                         436,083                        436,083                   436,083                   436,083                     436,083                  436,083                     436,083                      436,083                 436,083                 436,083                  436,083                    5,233,001                   

Available Net Loss Carry -                              

Taxable Income 436,083                         436,083                        436,083                   436,083                   436,083                     436,083                  436,083                     436,083                      436,083                 436,083                 436,083                  436,083                    5,233,001                   

Estimated Tax 148,268                         148,268                        148,268                   148,268                   148,268                     148,268                  148,268                     148,268                      148,268                 148,268                 148,268                  148,268                    1,779,220                   

NET INCOME AFTER TAX 287,815                         287,815                        287,815                   287,815                   287,815                     287,815                  287,815                     287,815                      287,815                 287,815                 287,815                  287,815                    3,453,781                   

Ideal Systems, Inc.

Pro Forma Income Statement - Year 2 (Monthly)



Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Total

Operating Activities:
Net Income After Tax 287,815                   287,815                  287,815                 287,815                       287,815                       287,815                   287,815                  287,815               287,815                     287,815                  287,815                  287,815                  3,453,781                  

Adjustments:

Depreciation & Amortization 7,500                       7,500                      7,500                     7,500                           7,500                          7,500                       7,500                      7,500                   7,500                        7,500                     7,500                      7,500                      90,000                       

(Increase) Decrease in Accounts Receivable (203,217)                  -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             (203,217)                    

(Increase) Decrease in Inventory -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Increase (Decrease) in Accounts Payable -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

(Increase) Decrease in Other Current Assets -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Increase (Decrease) in Other Operating Current Liabilities -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Net Cash From Operations: 92,098                     295,315                  295,315                 295,315                       295,315                       295,315                   295,315                  295,315               295,315                     295,315                  295,315                  295,315                  3,340,564                  

Investing Activities:
(Increase) Decrease in Fixed Assets -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Net Cash From Investing: -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Financing Activities:
(Decrease) Increase in Existing Short-term Debt -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

(Decrease) Increase in Existing Long-term Debt -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Increase (Decrease) in New Short-term Loan -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Increase (Decrease) in Equity Funding -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Net Cash From Financing -                              -                             -                            -                                  -                                  -                              -                             -                          -                                -                             -                             -                             -                                

Increase (Decrease) in Cash 92,098                     295,315                  295,315                 295,315                       295,315                       295,315                   295,315                  295,315               295,315                     295,315                  295,315                  295,315                  3,340,564                  

Beginning Cash 5,657,356                5,749,454               6,044,769              6,340,084                    6,635,399                    6,930,715                 7,226,030               7,521,345            7,816,660                  8,111,975               8,407,290               8,702,605               5,657,356                  

Ending Cash 5,749,454                6,044,769               6,340,084              6,635,399                    6,930,715                    7,226,030                 7,521,345               7,816,660            8,111,975                  8,407,290               8,702,605               8,997,920               8,997,920                  

Ideal Systems, Inc.

Pro Forma Cash Flow - Year 2 (Monthly)



APPENDIX III




