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Investment Highlights 

 
1)  Enzo Biochem has successfully launched its first two in a future 

line of advanced molecular diagnostic assays, AmpiProbe-HCV 

and FlowScript HPV E6/E7.  What’s more, the Company is working 

on a flurry of potential new product introductions in this area over the 

next one-two years, including enhanced immunoassays for fertility 

determination and cardiac markers and a Women's Health Panel in the 

AmpiProbe platform for this year, HBV Viral Load, HIV Viral Load 

and IHC Detection assays for 2017, and TH1/TH2, Cancer AB Panel 

and Cancer Marker Panels for years beyond. The total advanced 

product portfolio, when cleared by the FDA, will provide a major boost 

for Enzo’s key Life Sciences division.  

 

2) Enzo is also showing solid growth in its clinical lab business, 

including an 8% year-over-year revenue increase in its most recent 

Q1/2016 (October) financial results, with improved gross margins. 

Going forward, belt-tightening measures and the new advanced 

molecular assays are expected to benefit Enzo’s own clinical lab 

business, through more in-depth product offerings for its outside 

clients and improved margins internally through more efficient testing 

methodologies employed by the new diagnostic assays. 
 

3) Last but not least, Enzo has been one of the best examples 

around in commercializing its large intellectual property portfolio, 

which is centered around nucleic acid chemistry, signal delivery, and 

nucleic acid analysis formats. Just recently, the Company signed two 

large settlement agreements, and altogether over the last five years 

Enzo has garnered over $53 million in royalties and settlements, versus 

only $26 million spent on legal fees, a net gain of over $27 million 

flowing to the Company’s cash reserves.  In addition, Enzo still has 

eight of the original eleven patent infringement cases brought before 

the US District Court of Delaware pending, with good results for the 

three cases already settled pointing toward future success. 
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Conclusion 
 

Enzo Biochem shares have fallen off recently with an overall down stock market, yet have still outperformed 

many of their comparable companies over the past twelve months due to solid revenue growth, recent positive 

news in the intellectual property area, and strong new product news and pending launches. Still, despite a strong 

balance sheet, deep product pipeline in the molecular diagnostics area, and several upcoming catalysts, these 

shares trade at a discount to other, more well-known stocks in related areas, and thus we are initiating coverage 

on ENZ shares with a BUY rating and 12-18 month price target of $7.50 per share, based on a molecular 

diagnostics/clinical lab comparable company valuation analysis as detailed below.  

 

 

Company Business 

 

Enzo Biochem, Inc. (Enzo) is a growth-oriented biotechnology company focusing on delivering and applying 

advanced technology capabilities to produce affordable reliable products and services to allow customers to meet 

their clinical needs. Enzo develops, manufactures and sells its proprietary technology solutions and platforms to 

clinical laboratories, specialty clinics and researchers and physicians globally. The Company’s pioneering work 

in genomic analysis coupled with extensive patent estate and enabling platforms have positioned it to continue to 

play an important role in the rapidly growing molecular medicine marketplaces. Enzo’s proprietary technology 

platforms reduces a customers’ need for multiple, specialized instruments, and the Company’s genetic test panels 

are focused on large and growing markets primarily in the areas of personalized medicine, women’s health, 

infectious diseases and genetic disorders. One example of Enzo’s proprietary technology is its AmpiProbe 

technology platform, which offers the development of an entire line of nucleic acid clinical products that can 

allow laboratories to offer a complete menu of services at a cost that allows them to enjoy an acceptable margin.  

 

Enzo’s operations are comprised of three interconnected segments which have evolved out of the Company’s core 

competencies involving the use of nucleic acids as informational molecules. These operating segments include: 

 

Enzo Clinical Labs is a clinical reference laboratory providing a wide range of clinical services to physicians, 

medical centers, other clinical labs and pharmaceutical companies. The Company believes having a College of 

American Pathologists (“CAP”) certified medical laboratory located in New York provides the opportunity to 

more rapidly introduce cutting edge products and services to the clinical marketplace. Enzo Clinical Labs offers 

an extensive menu of molecular and other clinical laboratory tests or procedures used in patient care by physicians 

to establish or support a diagnosis, monitor treatment or medication, and search for an otherwise undiagnosed 

condition. The Company’s laboratory is equipped with state of the art communication and connectivity solutions 

enabling the rapid transmission, analysis and interpretation of generated data. Enzo operates a full service clinical 

laboratory in Farmingdale, New York, a network of over 30 patient service centers throughout New York and 

New Jersey, a free standing “STAT” or rapid response laboratory in New York City and a full service phlebotomy, 

in-house logistics department, and information technology department.  

 

Enzo Life Sciences manufactures, develops and markets products and tools to clinical research, drug 

development and bioscience research customers worldwide. Underpinned by broad technological capabilities, 

Enzo Life Sciences has developed proprietary products used in the identification of genomic information by 

laboratories around the world. Enzo Life Sciences is internationally recognized and acknowledged as a leader in 

the development, manufacturing validation and commercialization of numerous products serving not only the 

clinical research market but life sciences researchers in the fields of cellular analysis and drug discovery, among 

others. Enzo’s life science group is supported by global operations allowing for the efficient marketing and 

delivery of the Company’s products around the world.  
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Enzo Therapeutics is a biopharmaceutical venture that has developed multiple novel approaches in the areas of 

gastrointestinal, infectious, ophthalmic and metabolic diseases, many of which are derived from the pioneering 

work of Enzo Life Sciences. Enzo Therapeutics has focused its efforts on developing treatment regimens for 

diseases and conditions for which current treatment options are ineffective, costly, and/or cause unwanted side 

effects. This focus has generated a clinical and preclinical pipeline, shown in the graphic below, as well as more 

than 111 patents and patent applications: 

 

 
Source: Enzo Biochem 

 

 

Intellectual Property  

 

A broad portfolio of issued patents and pending patent applications supports Enzo’s core technology platforms 

and is expected to be a key asset and a major strategic component to the execution of the Company’s business 

strategy in the future. Enzo’s past and ongoing policy is to seek patent protection for its core technology platforms, 

as well as for ancillary technologies that support these platforms and provide a competitive advantage. At the end 

of fiscal 2015 Enzo owned or licensed 245 patents relating to its products, methods and procedures, an intellectual 

property portfolio that can be divided into patents that provide claims in three primary categories, including 

Nucleic Acid Chemistry, covering products that incorporate a signaling moiety into a nucleic acid attached to a 

sugar or phosphate for the purpose of nucleic acid detection or quantification, including sequencing and real time 

nucleic acid amplification; Signal Delivery, such as analyte detection using non-radioactive signaling entities; 

and Nucleic Acid Analysis Format, for example the use of arrays of single-stranded nucleic acids fixed or 

immobilized in hybridizable form to a non-porous solid support. Enzo has defended and commercialized its 

patents in a number of ways, including through royalty agreements with collaborating research parties in 

consideration for the commercial use, and patent licensing or patent infringement litigation with outside parties. 

Among the patent litigation actions initiated by Enzo include: 

 

Applera Corporation and its wholly-owned subsidiary Tropix, which became Life Technologies, and was 

acquired by Thermo Fisher Scientific (NYSE/TMO/Not Rated) in February 2014. The complaint alleged 

infringement of six patents relating to DNA sequencing systems, labeled nucleotide products, and other 
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technology. On November 12, 2012, a jury in New Haven, Connecticut found that one of these patents (US Patent 

#5,449,667) was infringed and not proven invalid. The jury awarded $48.5 million for this infringement. On 

January 6, 2014, the judge awarded prejudgment interest of approximately $12.5 million and additional post-

interest. On March 16, 2015, however, the Court of Appeals for the Federal Circuit vacated that judgment in a 

decision remanding the matter to the district court for further proceedings.  Enzo has moved for reconsideration 

of that decision by the panel and for en banc rehearing by the full Court. 

 

On April 22, 2014, the Company as plaintiff finalized and executed a settlement agreement with Affymetrix 

(Nasdaq/AFFX/NR) to settle a patent litigation lawsuit in the amount of $5.1 million, of which Affymetrix paid 

$4.3 million to Enzo and paid $0.8 million to the Company’s attorneys. 

 

On June 20, 2014, the Company, as plaintiff finalized and executed a settlement agreement with PerkinElmer 

(NYSE/PKI/NR) and PerkinElmer Health Sciences, under which PerkinElmer paid $7.0 million in escrow 

pursuant to the agreement.  

 

On July 2, 2015, the Company as Plaintiff executed a settlement agreement with Luminex Corporation 

(Nasdaq/LMNX/NR) with respect to an action between the Company and Abbott Laboratories and Abbott 

Molecular, Inc. (Defendants) and Luminex Corporation (Intervening Defendant) before the U.S. District Court 

for the District of Delaware for alleged patent infringement. Luminex paid the Company a total of $7.1 million 

as consideration for this agreement and the dismissal of the litigation against Luminex. 

 

On July 20, 2015, the Company as Plaintiff finalized and executed a settlement agreement with Siemens 

Healthcare Diagnostics to settle a patent litigation lawsuit before the U.S. District Court for the District of 

Delaware in the amount of $9.5 million. Under terms of the agreement, Siemens will also pay the Company 

additional royalties of $1.0 million per year on sales of its molecular products manufactured and/or sold in the 

United States during the its fiscal years 2015 through 2019 if sales of such products exceed a contractual amount.  

 

On October 9, 2015, the Company reached and finalized a settlement with Affymetrix in the amount of $10 

million in an infringement action brought by the Company regarding its US Patent #7,064,197. The case was 

originally brought by the Company in the United States District Court for the District of Delaware.  

 

On January 6, 2016, Enzo reached and finalized a settlement with Agilent Technologies (NYSE/A/NR) involving 

payment of $9 million to Enzo in an infringement action brought by Enzo regarding its US Patent #7,064,197. 

 

Recently, in an annual corporate review, Company management stated that the latest Agilent settlement impacts 

only one of the 11 cases originally brought by Enzo in the United States District Court for the District of Delaware 

alleging patent infringements against various companies, with eight of the original cases still pending. 

 

Revenues for Enzo’s three operating segments for the past three fiscal years (ending July) were: 
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Recent Results and Balance Sheet/Cash Flow 

 

Enzo reported financial results for their Q1/2016 quarter ending October 31st in early December, including total 

revenues of $25.2 million and net income of $4.4 million or $0.10 per share, as compared to revenues of $24.8 

million and a net loss of $3.7 million or ($0.08) per share in Q1/2015. Results for Q1 were led by an 8% increase 

in revenues for Enzo’s clinical laboratory group to $17.1 million, or 68% of total revenues, fueled by success in 

marketing higher-margin, internally-developed molecular-based assays. Revenues for life science products 

declined slightly in the quarter, by 4% to $7.7 million or 30% of total revenues, due primarily to negative 

international currency exchange effects as unit volumes remained steady year-over-year. Royalty and license fee 

income declined to $400,000 in the quarter from $1.0 million in the prior year period, although recent positive 

patent litigation settlements could help return this segment to positive growth later this fiscal year. Gross margins 

overall for the quarter improved to 45% from 44% in the prior year, led by improved margins for the lab group, 

to 39.5% from 36.0%, as this all-domestic segment benefitted from higher-margin in-house developed assays and 

economies of scale from higher volumes. Selling, general and administrative costs decreased slightly during the 

quarter due to tight cost controls, while R&D costs increased slightly due to increases in product development for 

the Life Sciences segment, and bad debt expenses increased slightly due to an increase in self-pay patient revenues 

during the quarter. Although legal expenses declined in Q1/2016 due to the timing of litigation activity, a gain 

from the recent settlement with Affymetrix helped bring net income into the positive this year for Enzo.  Adjusted 

Non-GAAP earnings improved to a negative $2.5 million in Q1/2016, or ($0.05) per share, from a negative $3.7 

million, or ($0.08) per share in the prior year period, while cash from operations (including legal settlements) 

improved to $13.1 million in the first quarter, helping increase Enzo’s cash on hand to $30.6 million at the end of 

October.   

 

Outlook/Growth Drivers 

 

Enzo recently provided their corporate strategy and outlook for this calendar year. Goals going forward are clearly 

focused on the molecular diagnostic area, including these technology platforms under development: 

 AmpiProbe– low cost, real time DNA amplification and detection;  

 FlowScript – enhanced flow cytometry for signal cell analysis and RNA expression; 

 Enhanced Immunohistochemistry with enhanced detection – moving Pathology to the next generation; 

 Enhanced Immunoassays, such as  In-situ Hybridization (ISH) – Pushing sensitivity to expand 

immunoassay applications; 

 Super-CGHTM for genomics studies; and 

 Super-sensitive ELISA for immunochemistry 

 

Enzo’s first product launched in the advanced molecular diagnostic area was its FlowScript HPV E6/E7 assay 

in February 2015, developed by cross-functional teams at Enzo for the identification of gene expression in clinical 

samples in detection of mRNA from Human papillomavirus (HPV) oncogenes, E6 and E7, to reach the $1 billion 

cervical cancer diagnostic market. More recently, in November Enzo Clinical Labs received approval from the 

New York State Department of Health for its AmpiProbe-HCV assay for the quantitative detection of the 

Hepatitis C virus, clearing the way for Enzo to begin offering this assay to the market on a national basis. In 

addition, Enzo Life Sciences will commence marketing relevant reagents globally, as well as providing relevant 
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product support for this validated assay. AmpiProbe-HCV is expected to be the first in a line of products 

developed at Enzo to address the critical needs of clinical laboratories, which are under increasing financial 

pressure from declining reimbursement rates. Enzo is introducing AmpiProbe-based tests for both its own lab as 

well as for third-party labs, and the Company is currently working to expand the product line of the AmpiProbe 

platform to such areas as Hepatitis B virus and HIV viral loads, as well as through the development of a 

comprehensive panel of assays designed to identify a number of infectious diseases related to women’s health, 

one of the fastest growing segments of that market.  Together, these markets are estimated to represent more than 

$2 billion worth of laboratory service revenue. The chart below portrays the Company’s molecular diagnostic 

assay development pipeline: 

 

Enzo's MDx Pipeline   

Test Description  Expected Availability  Platform 

HPV E6/E7   Available FlowScript Gene Expression 

HCV Viral Load Available AmpiProbe 

Fertility Assay Q1/2016 Enhanced Immunoassay 

Cardiac Marker Q2/2016 Enhanced Immunoassay 

Women's Health Panel Q3/2016 AmpiProbe 

HBV Viral Load 2017 AmpiProbe 

HIV Viral Load 2017 AmpiProbe 

IHC Detection 2017 Enhanced Detection 

TH1/TH2 In development FlowScript Gene Expression 

Cancer AB Panel In development AmpiFlow enhanced detection label 

Cancer Marker Panel In development FlowScript Gene Expression 

Source: Enzo Biochem Company Strategy and Review November 2015  

 

For the upcoming Q2/2016 quarter (ending January), we are estimating that Enzo will post revenues of $24.7 

million, or a 6.7% year-over-year increase, with a net loss of $2.6 million or ($0.06) per share, as compared with 

a net loss of $2.9 million, also ($0.06) per share in Q2/2015. Leading revenue growth in the current quarter is 

expected to be the Enzo Clinical Labs group. Results for Enzo’s Q2/2016 quarter are expected to be released in 

early March. For the 2016 fiscal year as a whole (ending July), we are estimating that Enzo will accrue revenues 

of $103.6 million, up 6.2% year-over-year, with a net loss of $3.1 million or ($0.07) per share, including the $6.8 

million gain on litigation settlement recorded in the first quarter of fiscal 2016, equal to $0.15 per share. The 

Company posted a net loss of $13.8 million in fiscal 2015, or ($0.29) per share, before gains from litigation 

settlements. Our estimates for fiscal 2016E include improved overall gross margins, to 39.5% from 37.6% for 

fiscal 2015, and revenue growth contributions primarily coming from the laboratory services area. Our forecast 

for operating cash burn for the remainder of fiscal 2016 (nine months remaining through July) is approximately 

$4-$6 million, well within the range of current cash on hand of over $30.6 million.  
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Management 

 

Dr. Elazar Rabbani is a founder of Enzo Biochem and has served as the Company's Chairman of the Board and 

Chief Executive Officer since its inception in 1976 and Secretary since 2009. Dr. Rabbani has authored numerous 

scientific publications in the field of molecular biology, in particular, nucleic acid labeling and detection. He is 

also the lead inventor of many of the Company's pioneering patents covering a wide range of technologies and 

products. Dr. Rabbani received his Bachelor of Arts degree from New York University in Chemistry and his 

Ph.D. in Biochemistry from Columbia University. He is a member of the American Society for Microbiology.  

Barry W. Weiner is a founder of Enzo and serves as President, Chief Financial Officer, Principal Accounting 

Officer and Director of the Company. Prior to joining Enzo, he worked in several managerial and marketing 

positions at the Colgate Palmolive Company (NYSE/CL/NR). Mr. Weiner is a member of the New York 

Biotechnology Association. He received his Bachelor of Arts degree in Economics from New York University 

and a Master of Business Administration in Finance from Boston University.  

David C. Goldberg serves as General Manager Enzo Clinical Labs and Vice President Corporate Development 

for Enzo Biochem and has been employed with the Company since 1985. Prior to joining the Company, Mr. 

Goldberg held management and marketing positions with DuPont-NEN and Gallard Schlesinger Industries. He 

received a Master of Science degree in Microbiology from Rutgers University and a Master of Business 

Administration in Finance from New York University. 

James M. O’Brien is Enzo's Executive Vice President, Finance and is responsible for leading and managing all 

activities for the Company’s Corporate and Business Unit Financial functions. Mr. O'Brien joined Enzo in 2014 

as Senior Vice President, Finance and brings over fifteen years of direct experience leading and managing all 

Financial functions for a number of diverse global organizations, including large and small multi-national public 

companies in the pharmaceutical, consumer products and manufacturing industries. Most recently Mr. O'Brien 

was Vice President and Corporate Controller for Allergan, plc. (NYSE/ACT/NR) and has held financial 

management positions at Nycomed US, Aptuit, Purdue Pharma LLP and Bristol Myers Squibb Company 

(NYSE/BMY/NR). Mr. O'Brien began his career in public accounting with PricewaterhouseCoopers LLP and 

holds a BA from George Washington University and an MBA from Fordham University. Mr. O'Brien achieved 

his CPA in 1992. 

Paul C. O’Brien has served as Vice President of Global Human Resources for Enzo Biochem since 2009. Before 

joining the Company, Mr. O'Brien held management positions at Black & Decker, Stryker Spine and Tyco 

Healthcare. Mr. O'Brien received a Bachelor of Arts degree in General Studies from Providence College. 

In addition to Dr. Rabbani and Mr. Weiner, outside directors for Enzo include Dr. Bernard Kasten, a diplomat 

of the American Board of Pathology with certification in Anatomic and Clinical Pathology and sub-specialty 

certification in Medical Microbiology who previously served as Chairman of the Board of Cleveland Biolabs; 

Gregory M. Bortz, the founder and managing partner of Creo Capital Partners, a private equity firm that provides 

capital to middle-market companies; and Dov Perlysky, the managing member of Nesher, LLC, a private 

investment firm and a director of Engex, Inc., a closed-end mutual fund, Highlands State Bank and Pharma-Bio 

Serv.  
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Stock Valuation/Comparables 

 

We have compiled an eleven-stock comparison group for Enzo, selecting companies in the molecular diagnostics 

and clinical laboratory service area. The comparison group, shown in Table 1 below, portrays Enzo’s shares as 

undervalued vis-à-vis the comparable group, particularly in respect to price/revenues valuation metrics for last 

calendar year (2015E) and this calendar year (2016E), as well as current price/book value. Using an industry 

average of 3.6X and 3.1X projected revenues for Enzo for 2015E and 2016E and 6.3X book value per share, 

without any incremental value for cash on hand nor intellectual property assets, we have determined a valuation 

for ENZ shares at $7.50, and thus we are initiating coverage on shares of ENZ with a Buy rating and 12-18 month 

price target of $7.50 per share.  

 

 

 

Risk Factors 

 

In addition to normal economic and market risk factors that impact most equities and the common risks 

shared by Enzo Biochem with other companies in the industry, we believe an investment in ENZ involves 

the following risks: 

 FDA and regulatory risks – Enzo is subject to regulatory review for its ongoing research and 

development activities, as well as laboratory facilities, principally with the US Food and Drug 

Administration but also potentially with other international regulatory agencies as well.    

 Need to defend patents, trade secrets and other intellectual property – At present, ENZ holds 245 

patents relating to its products, methods and procedures for several core technology platforms.  The 

Company may need to defend its intellectual property in the US and overseas in the future, particularly in 

reference to ongoing patent litigation activity.     

 Need to raise additional capital - Currently, ENZ has enough cash on hand to fund ongoing research and 

development programs, ongoing patent litigation, and product commercialization activities for several 

years, 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 ENZ to raise additional capital through the sale of equity, therefore potentially diluting 

current shareholders.  

 Limited stock liquidity – Trading volume in ENZ has been comparatively light compared to other stocks 

in its industry, and as such, news regarding ENZ, its target market, partners and/or competitors could lead 

to significant volatility in the stock price.  
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 Competitive Markets – The Company competes in its target molecular diagnostic and clinical laboratory 

markets with a number of other manufacturers, marketers and service companies, 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 – February 9, 2016 – Price Target $7.50  
 

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 not received investment 
banking compensation from this company (ENZ) in the past but 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 January 31, 2016, 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. 
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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. 

 
Ratings Definitions: 

 
1)   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; 
2)  Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18 

months; 
3) 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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