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Capnia makes and markets medical devices

Investment Highlights
1) Capnia has successfully launched its first product, CoSense, a
portable, non-invasive device for the diagnosis of newborns with
jaundice at the risk of hemolysis. With an internal sales force of
twelve, Capnia is targeting 400 of the top US hospitals based on
number of newborn births each year, to maximize initial sales of the
device but most importantly to help grow recurring revenues from sales
of per-test consumables as quickly as possible.
2) Beyond CoSense, Capnia has developed a deep and broad R&D
pipeline, focusing on its core Sensalyze technology platform and
Nasal CO2 detection capabilities. Potential future indications include
Allergic Rhinitis, with the Company’s Serenz device, Trigeminal
Neuralgia, where Capnia has recently submitted an application to the
US FDA requesting Orphan Drug Designation, and Episodic Cluster
Headaches, for which the Company earlier this year signed a
collaboration agreement with CRO Clinvest to begin an investigatorsponsored clinical trial. Further down the road, Capnia’s technology
has the potential for treatment/diagnosis of a number of other
conditions, such as diabetes management, alkanes (transplant
rejection), oncology, heart failure and multiple sclerosis.
3) After completing its IPO late last year, Capnia has been able to
bolster its financial resources earlier this year through an
additional warrant exercise transaction. In addition, Capnia
previously signed a development partnership with a large pharma for
one product, recently signed a collaboration deal with a CRO for
another product, and is looking to partner existing product CoSense in
additional non-US markets as well as partner earlier-stage R&D
programs products in new, initial markets. Thus, the Company should
be able to stretch its existing capital even further than projected to
advance and expand its R&D pipeline over the next several years.
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Conclusion
Capnia shares have rebounded well this year after news of its first commercial product launch (CoSense) as well
as additional R&D news related to applications in treatment of Trigeminal Neuralgia and Cluster Headaches and
screening for sickle cell anemia. The improved share price and increased trading volume recently helped the
Company raise an additional $3.8 million in net proceeds from exercise of warrants, and combined with cash
remaining from Capnia’s November 2014, the Company has plenty of financial resources available to fund its
first commercial product launch as well as make further progress on its R&D pipeline. With a solid balance sheet,
initial product sales from its first product, and a deep product pipeline, value-oriented as well as growth investors
still have something to look forward from with CAPN shares, and thus we are initiating coverage on CAPN shares
with a BUY rating and 12-18 month price target of $12.70 per share, based on a medical device comparable
company valuation analysis as detailed below.

Company Business
Capnia, Inc. develops diagnostics and therapeutics based on its proprietary technology for precision metering of
gas flow, primarily in the United States. The company offers CoSense for the diagnosis of excessive hemolysis
in neonates, a condition that causes long-term developmental disability due to the degradation of red blood cells.
It also is developing Serenz, a therapeutic product candidate that has completed phase II clinical trials for the
treatment of symptoms related to allergic rhinitis. The company was founded in 1999 and is headquartered in
Redwood City, California. Capnia completed its Initial Public Offering in November 2014, offering 1.65 million
units consisting of 1 common share and both Series A and Series B warrants at $6.50 per share for gross proceeds
of $10.7 million.

CoSense
CoSense is a portable, non-invasive device (shown to the right) that rapidly and accurately measures carbon
monoxide in the exhaled breath of newborns. The measurement of
carbon monoxide is the gold standard for measuring hemolysis, a
condition that, if left untreated, may lead to elevated levels of bilirubin
in the blood and a range of neurodevelopmental disorders. According
to two recent medical studies, approximately 60% of healthy infants
and 80% of premature infants have jaundice during the neonatal
period. It has been widely reported that the presence of hemolysis in a
newborn with jaundice is a predictor of adverse neurodevelopmental
outcomes such as low IQ, auditory abnormalities and kernicterus. With
data on levels of end-tidal carbon monoxide (ETCO), physicians may be able to more quickly identify and manage
newborns with jaundice who are at risk. The American Academy of Pediatrics Clinical Practice Guidelines
already recommend the use of ETCO monitoring in infants with jaundice.
CoSense is indicated for the monitoring of CO in exhaled breath. To administer the test, a clinician places the
nasal cannula onto the patient and connects the other end into the CoSense device. Once a test is initiated, the
CoSense monitor will identify a valid breath sample and measures the amount of CO in the breath sample. The
CoSense monitor also measures and corrects for CO in the ambient environment.
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Key features of CoSense include:
 Portable, non-invasive monitor;
 Accurately identify newborns with hemolysis in approximately five minutes; and
 No need for daily calibration.

CoSense is FDA 510(k) cleared in the US and has CE mark approval in Europe. Capnia recently announced the
commercial launch of CoSense, including shipment to initial customers that included a prestigious academic
institution and a leading nonprofit hospital system. The Company has built a 12-person internal sales force for
the US, and is targeting 400 of the leading hospitals in the US (out of 3,400) for penetration with CoSense,
categorized thus:




Tier 1: 91 hospitals averaging over 5,000 births per year;
Tier 2: 193 hospital averaging between 3,000 and 5,000 births each year; and
Tier 3: 113 hospitals averaging less than 3,000 births per year.

Key elements of Capnia’s sales and marketing strategy include:












Focus efforts on growing the volume of tests performed and associated consumables used. Specifically,
focus efforts on sales to the NICU, well-baby nursery, and labor/delivery units within each hospital.
Because CoSense is a point-of-care device, each of these units of the hospital is a separate opportunity for
CoSense placement.
Establish and engage a network of distributors in the European Union, including potentially establishing
continuing operations at a location in the EU to ensure close coordination and effective execution of the
CoSense sales and marketing plan in the region.
Price the CoSense device at a level that allows hospitals to purchase it without protracted review via a
“capital purchase committee” or analogous body. The Company believes that the cost of goods of the
CoSense device allows flexibility in setting this price, and also that Capnia can offer customer hospitals
attractive financing options to smooth out costs associated with the device purchase.
Price the CoSense consumable cannula at a price that is competitive with the current costs of performing
the Coombs Test and other associated invasive assays. Capnia believes that this cost offset, complemented
by potential improvements in readmission rates and clinical outcomes, will provide hospital decisionmakers with a compelling economic case for adoption of CoSense.
Build awareness of the AAP treatment guidelines, and of the benefits of CoSense, via medical education
efforts to key clinical audiences, including neonatologists, pediatricians, obstetricians, and pediatric
nurses.
Collaborate with key specialty societies, including the Pediatric Academic Societies, American Academy
of Family Physicians, or AAFP, and patient advocacy groups such as Parents of Infants and Children with
Kernicterus, to ensure ongoing support for ETCO testing in clinical guidelines and to identify
opportunities for expanding awareness of ETCO among their respective constituencies.
Support clinical trials and publications that expand the base of evidence supporting broad adoption of
CoSense. Capnia expects these efforts will build support for the clinical benefits to patients as well as
economic benefits to various stakeholders in the healthcare system.

Capnia currently manufactures CoSense instruments at its headquarters facility in Redwood City, California, and
assemble components from a variety of original equipment manufacturer, or OEM, sources. Capnia’s
manufacturing facility is registered with the FDA and certified to the ISO 13485 standard, the internationally
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harmonized regulatory requirement for quality management systems of medical device companies. Capnia’s
intellectual property portfolio pertinent to CoSense revolves around its Sensalyze Technology Platform (see
below) and includes one issued US patent, four pending US non-provisional patent applications and eight pending
US patent applications. In addition, three of the non-provisional filings have corresponding Patent Cooperation
Treaty filings and thus may be eligible for expansion into territories outside the US.

Sensalyze Technology Platform

A variety of medical diagnostic testing is performed via measurement of gas concentrations, either from blood
samples or from exhaled breath. Examples include capnometry and pulse oximetry, both routinely used in patient
monitoring. Devices used for detecting the presence of various analytes in exhaled breath typically rely on the
patient performing a specified breath maneuver. Examples of such maneuvers include breath holding, forced
expiration, or breathing at a specified rate. The use of these devices is limited to those who can perform such
maneuvers, such as adults and older children. The limitations of existing breath-based technologies are
particularly problematic in neonates. Neonates typically have very rapid and irregular breathing patterns. They
also inhale and exhale relatively small volumes, which limits the accuracy of devices that require the largervolume sample sizes exhaled by older patients. In addition, they are not able to perform specified breath
maneuvers. Capnia’s proprietary Sensalyze Technology Platform allows the measurement of analytes in all
patients, from neonates to adults, regardless of their ability to actively perform a breath maneuver, combining
hardware, sensors, and software to provide the following novel capabilities:




Identification of full breaths that follow a normal pattern, also known as “physiologic” breaths. This
platform can identify physiologic breaths even if the patient is breathing very rapidly, a capability that is
particularly relevant in infants;
Capture of individual exhaled breaths, and segmentation of the breath into different components such as
“end-tidal”, “upper airway”, and “lower airway”. This may allow the localization of the source of a given
analyte to a specific anatomic area; and
Ability to move a specific micro-liter component of breath to a sensor module. When combined, these
capabilities provide a novel patent protected platform for non-invasive detection of various analytes.

Capnia expects to initially focus on commercialization of its CoSense device, but after its first product is
generating significant revenue the Company expects to leverage the capabilities of its Sensalyze Technology
Platform to develop additional diagnostic tests for analytes that might be found in the exhaled breath. These
potential products include the following diagnostic opportunities:
• Nitric oxide or NO, for assessment and management of asthma in children younger than seven years of age;
• End-tidal CO2 for neonates;
• Hydrogen breath testing for infants with colic;
• Carbon monoxide levels for hemolysis, CO poisoning;
• Acetone, nitrites for diabetes;
• Volatile Organic Compounds (VOC) for cancer, heart failure and multiple sclerosis; and
• Alkanes, for transplant rejection.
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Nasal CO2 Technology
Episodic Cluster Headaches
Cluster headaches affect approximately 0.2% of the population, and are characterized by recurring bouts of
excruciating pain in one side of the head. Episodes of pain typically last from 15 minutes to three hours. They can
occur several times a day over several months before remitting. The same pattern often recurs multiple times over
a patient’s lifetime. Approximately 10 to 15% of cluster patients have “chronic” cluster headache, with continuing
pain with no remission. The pain of cluster headache may be significantly greater than other conditions, such as
severe migraine. In January 2015, Capnia signed a memorandum of understanding (MOU) with Clinvest, a
division of Banyan Group, Inc. (Private) to collaborate on the development of a therapeutic product for the
treatment of cluster headaches using Capnia’s proprietary nasal, non-inhaled carbon dioxide (nasal CO2)
technology. Under the terms of the MOU, Clinvest is expected to conduct an investigator-sponsored clinical trial
on up to 50 patients with episodic cluster headaches under Dr. Roger Cady, founder of the Headache Care Center
and CEO of Clinvest.

Trigeminal Neuralgia
Trigeminal Neuralgia (TN) is a clinical condition characterized by debilitating pain in regions innervated by one
or more divisions of the trigeminal nerve, the fifth cranial nerve located within the brain, which is responsible
for transmitting sensations from the face to the brain. The pain is typically described as intense, sharp and
stabbing, and is often described as one of the most painful conditions known to humans. It may develop without
apparent cause or be a result of another diagnosed disorder. Peripheral TN is caused by a variety of diseases,
including multiple sclerosis and herpes zoster. The International Headache Society describes TN as a disorder
characterized by recurrent unilateral brief electric shock-like pains, abrupt in onset and termination, limited to the
distribution of one or more divisions of the trigeminal nerve and triggered by innocuous stimuli. There may be
persistent background facial pain of moderate intensity. Based on a publication in The Handbook of Clinical
Neurology, estimates of patients afflicted with TN are approximately 100,000. In January 2015, Capnia
announced that it had submitted an application to the US FDA requesting Orphan Drug Designation for its Nasal
CO2 technology for the treatment of TN.
Serenz – Allergic Rhinitis
Allergic Rhinitis (AR), which is commonly and colloquially referred to as “allergies,” is characterized by
symptoms that are often episodic and include nasal congestion, itching, sneezing and runny nose. It is one of the
most common ailments in the western world and is growing rapidly, making AR one of the largest potential
pharmaceutical markets. There are approximately 39 million sufferers in the U.S. and 48 million in France,
Germany, Italy, Spain and the United Kingdom, and an additional 36 million in Japan, according to research firm
GlobalData. Currently, the most common AR drug therapies include antihistamines, intranasal steroids and
leukotriene inhibitors. Several of these drugs have generated sales in excess of $1 billion per year as branded
products, however, despite commercial success these products have significant limitations and AR sufferers
remain dissatisfied with the available treatments. In addition, current treatments provide incomplete relief from
symptoms and have significant side effects such as drowsiness. Thus, there is a need for a more effective treatment
with a faster onset of action and improved safety profile.
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Capnia’s Serenz is based upon the observation that non-inhaled CO2 delivered at a low-flow rate into the nasal
cavity may alleviate the symptoms of AR. Serenz is a convenient,
hand-held device (shown to the right) that delivers low-flow CO2 to
the nasal mucosa. It contains a pressurized canister of gas, with
approximately enough gas to dose as-needed for one to two weeks.
The device is disposable and engineered for ease of use. Capnia’s
proprietary technology ensures very precise control of aspects such as
flow rate and volume, which may both be critical to achieve the
desired clinical performance. In clinical trials performed to date,
Serenz has shown a large effect size, an onset of effect within 30 minutes, and is well tolerated. Serenz can be
taken as a stand-alone treatment or as an adjunct to other medications, and can be used on an as-needed basis.
One Serenz device contains enough gas for approximately 22 doses, which is believed to be adequate to treat AR
for an average of one to two weeks, depending on frequency of use. Pricing for Serenz has not yet been
determined, but is expected to be at a premium to existing therapies for AR due to the benefits believed to be
provided by the product to sufferers of AR.
Capnia was granted a CE Mark for marketing of Serenz in the EU in December 2011. Following out-licensing of
Serenz to GlaxoSmithKline (NYSE/GSK/NR) in 2013, the Company withdrew its CE mark, since CE marks are
site-specific and not transferable. In June 2014, the agreement terminated and the licensed rights to Serenz were
returned to Capnia. The Company believes that a partner for the EU and other international territories could file
the documentation to reinstate this CE Mark without any additional clinical data. In the US, the approval route
for Serenz may be through a device approval or a drug-device combination approval. In the case of a drug-device
combination, a new drug application, or NDA, filing with the FDA will be required. If it is a device approval
pathway, it may be either via the PMA process, a de novo 510(k) pathway, or traditional 510(k). Capnia expects
to clarify the pathway for approval in future dialogue with the FDA, and if pivotal clinical trials are required by
the FDA (with as many as 400-600 patients needing to be enrolled), Capnia may sign collaboration partners for
further development of Serenz.
Recent Results and Balance Sheet/Cash Flow
Capnia reported financial results for their Q4/2014 and full year 2014 in March of this year, including an operating
loss of $1.8 million and a net loss of $7.8 million or ($2.23) per share, and a net loss of $13.9 million or ($10.92)
per share for the full year of 2014, as compared with a net loss of $3.7 million or ($5.10) per share in 2013. No
revenue was recognized in 2014, although in the prior year a $3 million upfront license from a development
partner was recorded as revenue during that period. In the fourth quarter, R&D expenses increased slightly to
$0.6 million from $0.4 million in Q4/2013, due primarily to a reimbursement received last year from a
development partner; without these funds R&D costs would have been roughly equal year-over-year. Sales and
marketing expenses increased slightly to $0.2 million in Q4/2014 as Capnia added staff and initiated commercial
launch activities for CoSense during the quarter. General and administrative expenses also rose in Q4/2014, to
$1.1 million compared to $0.2 million in the prior year period, primarily due to costs associated with the
Company’s IPO and new public status as well as other costs related to product launches. Finally, interest and
other expense increased in Q4/2014 by $1.9 million, although much of this was related to non-cash charges for
conversion of convertible notes to common shares concurrent with Capnia’s IPO. During the fourth quarter,
Capnia completed its IPO, netting approximately $8.0 million in cash, and subsequent to the IPO in March 2015
Capnia completed a privately negotiated transaction related to Series B warrants resulting in gross proceeds of
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approximately $3.8 million. In its most recent quarterly results for Q1/2015 reported in early May, Capnia posted
revenues of $22,000 and a net loss of $11.7 million or ($1.67) per share, which included non-cash charges of
approximately $9.2 million, or ($1.32) per share. At the end of March 31, 2015, Capnia held $9.5 million in cash
with no long-term debt.
Outlook/Growth Drivers
We estimate that Capnia will post $5.9 million in revenues in 2015E, strictly from sales of CoSense devices and
per-procedure consumables, with a net loss of $4.7 million or ($0.65) per share, based on 7.3 million shares,
before including non-cash, one-time charges. Our estimates assume average gross margins of 47% as the
Company builds manufacturing economies of scale, R&D costs of $3.0 million for the year, sales and marketing
expenses of $1.5 million, and general and administrative overhead costs of $3.0 million. Our revenue projections
for the year assume installation of 500 CoSense devices by the end of the year, with an average sales price of
$3,000 (after quantity discounts for many groups), as well as an average of approximately 1 diagnostic procedure
per day per device, and $50 costs for all disposables needed per procedure. After accounting for non-cash items
including depreciation, amortization and non-cash stock compensation of approximately $500,000 for the year,
we are estimating that operating cash burn for Capnia for 2015E will be a little over $4 million, well within the
range of current levels of cash on hand. For 2016E, our projections assume continued adoption of CoSense with
new installations, increased usage per site, improved gross margins as production volumes increase, as well as
initiation of sales of the Company’s second product, Serenz, on a smaller scale, offset by increased operating
expenses as the Company grows its sales and R&D organization. Altogether, we are estimating that Capnia will
post revenues of $21.2 million in 2016E with net earnings of $825,000, or $0.10 per share based on increased
shares outstanding of 8.3 million. Based on our estimates, Capnia would be operating on a cash flow positive or
break-even level by sometime next year, assuming a small amount of working capital needed for fixed assets or
inventory build-up.
Management
Anish Bhatnagar, MD, has served as CEO of Capnia since February 2014, having joined the Company in 2006
and previously serving as President and Chief Operating Officer. Prior to joining Capnia, Dr. Bhatnagar held
positions at Coulter Pharmaceuticals and Titan Pharmaceuticals, and he earned his medical degree at SMS
Medical College in Jaipur, India before completing Residency and Fellowship training at several institutions in
the US.
David O’Toole serves as CFO of Capnia, after his appointment in July 2014. Prior to joining the Company, he
served in financial management positions at Codexis, Response Genetics, and Abraxis Bioscience. He has also
held positions in public accounting, at Deloitte & Touche LLP, and is a Certified Public Accountant.
Anthony Wondka was appointed Vice President, Research and Development in June 2013 after serving as a
consultant to the company since 2011. Mr. Wondka has over twenty years’ experience in the medical device
industry, including management positons at Breathe Technologies, Pulmonx, Bear Medical and the Shiley
subsidiary of Pfizer (NYSE/PFE/Not Rated). Gina Phelps joined Capnia in June 2014 as Vice President of Sales
after holding sales and marketing management positions at Accumetrics, Metrika, and Roche Diagnostics.
Kristen Yen joined the Company in 2006 and is currently Vice President, Clinical and Regulatory Affairs,
following prior experience at Titan Pharmaceuticals and PRA International, a Clinical Research Organization.
Most recently, Capnia appointed Edward Ebbers as Chief Commercial Officer (in April 2015), following his
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35-year career in commercial operations which included key operations management positions at Clarity Medical
Systems, Serene Medical, Zeltiq Aesthetics, and Thermage, Inc.
Ernest Mario, PhD, currently serves as Chairman of the Board of Capnia. Dr. Mario’s prior experience includes
CEO of Reliant Pharmaceuticals, CEO of ALZA Corporation, and Deputy Chairman and CEO of Glaxo Holdings
plc. In addition to Dr. Mario and Dr. Bhatnagar, other Directors of Capnia include Dr. Edgar Engleman, a
founding member of venture firm Vivo Ventures and Professor of Pathology and Medicine at Stanford University;
Dr. Steinar Engelsen, a partner of Teknoinvest AS, a venture capital firm based in Norway; Dr. Stephen Kirnon,
Co-founder and CEO of PharmaPlan LLC; Dr. Jim Alexander, an independent consultant to the pharmaceutical
industry and previously in senior R&D positions at several divisions of GlaxoSmithKline; and William G.
Harris, currently CFO at Xenoport (Nasdaq/XNPT/NR).
Stock Valuation/Comparables
We have compiled a five-stock comparison group for Capnia, selecting companies in the medical device area, all
in commercialization stage, including Natus Medical (Nasdaq/BABY/NR), perhaps the most comparable
company to Capnia due to their expertise in the neonatal monitoring market, as well as other medical device
companies including Dexcom (Nasdaq/DXCM/NR), Hologic (Nasdaq/HOLX/NR), Resmed (NYSE/RMD/NR),
and Masimo (Nasdaq/MASI/NR). The comparison group, shown in Table 1 below, portrays Capnia’s shares as
undervalued vis-à-vis the comparable group, particularly in respect to price/revenues valuation metrics for next
year, 2016E, at 2X versus 5X for the comparable group. Using an industry average of 6X projected revenues for
Capnia for 2015E and 5X projected revenues for 2016E, plus a small bump for current cash reserves (as of March
31st), we determine a valuation for CAPN shares at $12.70, and thus we are initiating coverage on shares of CAPN
with a Buy rating and 12-18 month price target of $12.70 per share.

Risk Factors
In addition to normal economic and market risk factors that impact most equities and the common risks
shared by Capnia with other companies in the industry, we believe an investment in CAPN involves the
following risks:
 FDA and regulatory risks – Capnia is subject to regulatory review for its ongoing research and
development activities, as well as manufacturing facilities, principally with the US Food and Drug
Administration but also potentially with other international regulatory agencies as well.
 Reliance on co-development/marketing partners — At present, Capnia does not have a marketing or
development partner for all of its currently approved or product development programs, although the
Company has had such partnership programs in the past. Co-development and marketing partnerships, if
signed, would bring certain risks that are not present in internal operations, such as potential delays,
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company disagreements, or unforeseen financial difficulties at the external entity, and there can be no
assurance that these partnerships will prove to be ultimately successful.
Need to defend patents, trade secrets and other intellectual property – At present, CAPN holds certain
intellectual property related to both its Sensalyze technology platform and Serenz products. The Company
may need to defend its intellectual property in the US and overseas in the future, particularly if its CoSense
medical device is commercially successful and/or if the Company is able to obtain marketing approval for
one or more of its R&D pipeline programs.
Need to raise additional capital - Currently, CAPN has enough cash on hand to fund ongoing research
and development programs and product commercialization activities into fiscal 2016, approximately.
However, the Company does not have a history of profitable operations and unforeseen events including
potential delays in product sales, clinical programs and regulatory approvals could require CAPN to raise
additional capital through the sale of equity within a shorter time-frame, therefore potentially diluting
current shareholders.
Limited stock liquidity – Trading volume in CAPN has been comparatively light compared to other
stocks in its industry, and as such, news regarding CAPN, its target market, partners and/or competitors
could lead to significant volatility in the stock price.
Competitive Markets – The Company will potentially compete in its target medical device markets with
a number of other manufacturers, some of which represent much larger companies. There can be no
assurance that the Company will be able to successfully launch new products into these competitive
markets in the future.
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Source: Dawson James Securities, Inc. estimates; Company documents
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Important Disclosures:
Price Chart:

Price target and ratings changes over the past 3 years:
Initiated – March 5, 2015 – Price Target $12.70

Dawson James Securities, Inc. (the “Firm”) is a member of the Financial Industry Regulatory Authority (“FINRA”) and the
Securities Investor Protection Corporation (“SIPC”).
The Firm does not make a market in the securities of the profiled company. The Firm has received investment banking
compensation from this company (CAPN) in the past and may seek compensation for investment banking services in the
future. The Firm has not received any other compensation from the profiled company in the last 12 months.
Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer,
director or advisory board member of these companies. The Firm and/or its directors and employees may own securities
of the company(s) in this report and may increase or decrease holdings in the future. As of April 30, 2015, the firm as a
whole, however, did not beneficially own 1% or more of any class of common equity securities of the subject company.
The Firm, its officers, directors, analysts or employees may effect transactions in and have long or short positions in the
securities (or options or warrants related to those securities) of the companies subject to this report. The Firm may effect
transactions as principal or agent in those securities.
Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm employees,
including the analyst(s) responsible for preparing this report, may be eligible to receive non-product or service specific
monetary bonus compensation that is based upon various factors, including total revenues of the Firm and its affiliates as
well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation
generated by investment banking activities, including but not limited to shares of stock and/or warrants, which may or may
not include the securities referenced in this report.
Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer
reports or communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All
opinions and estimates included in this report constitute the analyst’s judgment as of the date of this report and are
subject to change without notice.

Information about valuation methods and risks can be found in the “STOCK VALUATION” and
“RISK FACTORS” sections of this report.
The securities of the company discussed in this report may be unsuitable for investors depending on their specific
investment objectives and financial position. This report is offered for informational purposes only, and does not
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such would be
prohibited. Additional information is available upon request.
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Ratings Definitions:
1)
2)
3)

Buy: the analyst believes the price of the stock will appreciate and produce a total return
of at least 20% over the next 12-18 months;
Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18
months;
Sell:
the analyst believes the price of the stock will decline by at least 20% over the next
12-18 months and should be sold.

The following chart reflects the range of current research report ratings for all companies followed by the analysts of the
Firm. The chart also reflects the research report ratings relating to those companies for which the Firm has performed
investment banking services.

Analyst Certification:
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report
accurately reflect his (their) personal views about any and all of the subject securities or issuers discussed; and 2) no part
of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views expressed by the research analyst in this research report; and 3) all Dawson James employees, including the
analyst(s) responsible for preparing this research report, may be eligible to receive non-product or service specific
monetary bonus compensation that is based upon various factors, including total revenues of Dawson James and its
affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the
compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants,
which may or may not include the securities referenced in this report.
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