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MITI: A great start going into 2022 OUTLOOK
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to support growth in working investment — under convenience. The Company opened first clinic in
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clinics operating around Minneapolis. In 2022, the
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three states — Minnesota, Colorado and Arizona. By

Current Price (04/06/22) $0.21 2023, Mitesco plans to have 50 clinics in operation.
Valuation $0.53
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COMPANY UPDATE

Mitesco, Inc. recently reported its full-year 2021 results largely in-line with our targets. Top line revenue
of $0.1 million met our estimate, and is notable given that two of the Company’s four clinics opened at the
end of December, and didn’t contribute to overall results. Earnings of $(0.06) lagged our $(0.03)
expectation for the year; however, as Mitesco is very much at the start of its rollout, small changes in
timing and costs can have a meaningful effect on reported results.

Mitesco is seeing strong ramp up in the number of patient visits. From four visits in its first month, the
Company saw 1,307 visits by December, in four clinics. When looked at by weekly visits per average
number of clinics open in a month, the number of weekly visits was at 31.5/clinic at the end of December.
The numbers are highest at Mitesco’s first clinic, but management indicates that all clinics are ramping up
on a similar trend.

Exhibit 1. Mitesco patient visits per month (Apr. — Dec. 2021)
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Exhibit 2. Weekly average visits per clinic (Apr. — Dec. 2021)
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We value Mitesco at $0.53/share based on ten-year DCF for 300 clinics by 2031. Our model builds to
$400 million in sales by 2031, with a terminal revenue growth rate of 2%. We model a terminal EBIT
margin of 22%, 25% tax rate, and a 12% discount rate. Several factors provide upside to our valuation
including: more modest working investment needs at the clinic level, faster time to cash flow breakeven
at new clinics, reimbursement from insurers with risk-sharing upside for keeping patients healthy, and
robust sales of ancillary products and services.

Mitesco, Inc. is at the very beginning of its growth story, Management has a very specific business plan,
one built on collective wisdom and experience — which we believe will mitigate many of the risks typically
associated with a startup. Success comes from basic blocking-and-tackling. Importantly, as an owner-
operator, Mitesco’s interests are aligned with those of its practitioners. While results may be somewhat
volatile in the next year or two, we expect this to stabilize as the business grows.

OVERVIEW

Mitesco, Inc. is building a better model for primary care. Headed by veteran physician practice clinical
and business leaders, Mitesco’s “The Good Clinic” seeks to improve health disparities through a nurse-
practitioner driven model emphasizing patient engagement and activation, frequent communication,

continuity of care, an emphasis on wellness and convenience.

Mitesco opened its first clinic in February 2021, and by the end of the year had six clinics operating
around Minneapolis. In 2022, the Company expects to open an additional 12 clinics in three states —
Minnesota, Colorado and Arizona. By 2023, Mitesco plans to have 50 clinics in operation.

Importantly, the Company doesn’t seek to be everything to everyone. The strategy simply to build new
clinics, attract a panel of patients who want primary care that emphasizes prevention and wellness, and
repeat the process again and again. Longer-term, the Company may diversify its core strategy, but in our
view, it will differentiate itself from the competition by sticking to basics.

We believe that Mitesco’s business plan is solid and straightforward. It addresses important deficiencies
healthcare delivery, while hitting on the 4 “Cs” of primary care: first-contact care that is comprehensive,
continuous, and coordinated. It is building out a platform for delivering care in a convenient, patient-
focused way, that encourages patients to be active participants in their health. If successfully executed,
it's an elegant solution to a long-standing challenge to improving healthcare delivery.

Profit and loss

Mitesco launched operations in 2021, so results to date primarily reflect start-up costs. In 2021,
Mitesco’s revenue totaled $0.1 million. Mitesco opened two clinics in the last week of December, adding
pre-revenue start-up expenses for those sites, so operating expenses of $0.4 million were higher than out
$0.2 million estimate. General and administrative costs came in at $6.1 million for the year, ahead of our
$4.7 million target, and up from pre-operation levels of $2.5 million in 2020. The G&A increase reflects
higher corporate payroll, stock compensation, legal/professional costs, and additional corporate costs.

Mitesco reported an operating loss of $6.4 million for the year, compared with our $4.8 million estimate.
Most of the difference stemmed from higher G&A expenses, relative to our forecast. Non-operating
expense was $1.5 million, slightly better than our $1.6 million estimate. The Company reported a net
loss of $7.9 million for the period. After preferred stock dividends (paid and deemed) of $3.3 million, loss
per common share was $0.06.
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For 2022, we look for revenues of $17.8 million, based on 17 clinics in operation at year end (12 clinics
opened during the year). We model average clinic revenues of $1 million in the first year, based on 60%
capacity utilization. For more mature clinics, we model revenues of $1.5 million, based on 80%
utilization. Depending on the timing of new clinic openings, it's possible that reported costs will also differ
materially from our estimate.

We assume that operating costs for each clinic are largely fixed at $0.9 million per year, excluding
construction and start-up costs. For 2022, we model $15.7 million in COGs, a clinic level gross margin of
12%. We've modeled $4.9 million in general and administrative costs for 2022, interest expense of $0.8
million for clinic construction debt financing, and other expense of $0.7 million. Earnings are forecast to
improve from $(0.06) 2021 to $(0.02) in 2022.

We expect the Company to report breakeven net income in 2023, based on our revenue estimate of
$36.7 million (32 clinics at year end), 19% gross margin, 5% operating margin and $0.2 million in net
income to common shareholders.

Cash flow

Mitesco’s business model is cash intensive, as are most physician practice companies. On the front end
are new clinic construction costs, as well as clinic overhead until each reaches normalized revenue
levels. In addition, is the need to fund accounts receivable, as the Company seeks to be a key provider to
insurers in its markets. We are taking a conservative approach to modeling clinic accounts receivable
averaging 90 days (DSOs). A clinic generating $1.0 million in revenue, would have $0.25 million in AR.
This amount would grow to $0.38 million for a clinic with $1.5 million in revenue. The level of DSOs for
each clinic will vary by revenue mix; clinics with a high level of ancillary product and service sales, will
likely have lower DSOs as these items will be cash payment at time of service.

Our model assumes six clinics at the end of 2021 (two clinics opened on December 30, 2021), growing to
98 by the end of 2026. Under these assumptions, we estimate that the Company will not generate
positive free cash flows (after capex and working investment) until 2029. However, given our aggressive
clinic roll-out and conservative working investment need assumptions, our timeline may be flawed.
Mitesco’s management guides to new clinics being operating cash flow breakeven at 14 months; for
clinics tied to narrow network insurers, management believes operating cash flow breakeven will occur in
about half that time.

Balance Sheet

At December 31, 2021, Mitesco had $1.2 million in cash and equivalents on its balance sheet. The
Company raised approximately $3.7 million in capital in the last three months of 2021. Management
indicates a preference to finance clinic construction costs with short-term debt and a 12- to 18-month
payoff, as a way of reducing dilution to existing shareholders compared to equity financing.
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