Exhibit 3-9: Service Area Structural Analysis
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Forces Driving Service Area Competition

+ Existing providers have already climbed the
learning curve — experience level is important
in successful surgeries (need more than 500
performed to be “experienced”) and establishment
of economies of scale
 Capital requirements are high - the laser equipment
costs $200,000 to $800,000 to buy, requires frequent
and costly upgrades as well as maintenance, and a
$150/eye to $500/eye royalty fee
Barriers to entry — only ophthalmologists (MD
degree) who have been trained on the laser
equipment and have access to it can perform the
procedure
« Existing service differentiation — perceived
differentiation (high image) for Christenbury
Eye Center as the first provider of LASIK and
Dr. Christenbury performs the most procedures
each month

« Thirteen practices have physicians who perform
laser eye surgery

« Capacity is augmented in large increments — a laser
costs between $200,000 and $800,000

+ Diverse competitors — competitors employ distinctly

different strategies (also diverse personalities)

High strategic stakes — focusing primarily on refractive

surgery increases risks (narrow product line)

* High exit barriers — once the equipment
commitment is made, it is difficult to alter strategy
or move in new direction

* Do not bother to correct vision that is worse than 20/20
» Nonsurgical vision correction — contacts and glasses
« Orthokeratology — use of specially designed rigid
contact lenses that progressively reshape the
curvature of the cornea over time (nonsurgical)
Older methods: RK - the oldest surgical procedure;
PRK - older laser surgery; LASIK {without
wavefront custom)

Implantable corneal rings and contact lenses

» Cornea replacements

« Elective surgery - rarely covered by insurance and
consumer can easily defer procedure to later time

« Can obtain enough information to gain bargaining
leverage — some customers are traveling to Canada
where the procedure is as much as $1,200 per eye
less expensive

Conclusion

Medium

Threat of new entrants into
market is presently medium,
primarily because of the
increase in the number of
providers (new graduates
with the ophthalmology
specialty have learned to use
the equipment)

Economies of scale and the
high equipment costs are still
barriers but more options
exist and equipment costs
have declined somewhat,
although new technology
(wavefront custom) has
raised the cost of equipment

High

Rivalry is likely to remain
intense in this market as

the competitors are well
balanced, strategic stakes are
high, and it is difficult to exit
the market

High

Currently there are a number
of low-cost, nonsurgical
substitutes

Older surgical methods are
less expensive

High

Consumers have high
bargaining power because
of elective nature of the
procedure and its out-of-
pocket cost
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