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Investment Highlights 

 
1)  Great Basin recently announced several financial and 

operational results for their Q1/2016 quarter (ending March), 

including revenues of $731,000, an increase of 59% year-over-year, 

and customer count of 222, up 36 from the start of the year. While 

complete financial results are expected to be released next month, we 

believe that Great Basin’s higher revenues in the first quarter were 

driven by additional customers for the original assay for C. Diff as well 

as adoption for the new test, Group B Strep, which was introduced mid-

year 2015, and was active in 70 accounts (about 35% of total) on 

average in the first quarter. Company management also outlined 

milestones for this year and next, including anticipated launches of its 

third and fourth diagnostics tests, for Shiga Toxin (e. coli) in May of 

2016 and Staph ID/R blood culture, the Company’s first multiplex 

panel which is expected to be introduced in June 2016. Great Basin 

also drew on its recent positive experience with customer acquisition 

rates to project between 300-325 accounts open by the end of 2016 and 

500-550 in the fold by the end of next year. Finally, the Company 

commented on its stepped-up R&D programs, outlining a product 

pipeline featuring three new diagnostic assays set to begin clinical trials 

this year with anticipated clearance and introduction by late-2016 or 

early 2017, (Group A Strep, Pertussis, and multiplex Foodborne 

pathogens), and two more (Candida blood infections, Staph Aureus 

pre-surgical screen) also set for the start of clinical trials in 2017 but 

with regulatory OK not expected until later next year.  

 

2) Following financial results for Q4/2015 and recent guidance for 

Q1/2016, we are adjusting our estimates for 2016E and 2017E for 

Great Basin. In 2015, the Company posted revenues of $2.1 million 

and an operating loss of $22.4 million, including approximately $19.7 

million in operating expenses. We are estimating that Great Basin will 

record $9.75 million in revenues in 2016E, with a net loss of $21.3 

million or ($5.68) per share, including cost of sales of $8.0 million and 

operating expenses (R&D, sales and marketing, and general and 
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administrative) of $23 million. Our revenue 

estimates are based primarily on contributions from 

currently marketed assays for C. diff and Group B 

strep, while recently cleared tests for Shiga Toxin 

and Staph ID/R panel are expected to have 

somewhat  lesser impact this year. For 2017E, we are 

estimating that a full product portfolio of diagnostic 

assays (see product pipeline chart to the right – 

Source: Great Basin Scientific) will help bring 

revenues up to $25 million, and combined with 

improved gross margins forecast at 52% and lower 

operating expenses of $22.0 million as fewer 

resources are needed for R&D, will help lower net losses next year to $9.2 million. Our estimates assume year-

end customer placements of 300 for 2016E and 500 for 2017E. Operating cash burn for this year is expected to 

be within the range of current cash and restricted cash on hand, although additional fundraising efforts may be 

required next year unless the Company approaches break-even results sooner than expected.  
 

3) Positive catalysts for this year for Great Basin investors are expected to center around the Company’s 

diagnostic assays product pipeline, specifically completing necessary clinical trials, filing FDA marketing 

approval, final approval for the new test, and ultimately launching the new products into the marketplace. 

Customer acquisitions counts, particularly if greater-than-anticipated, may also provide positive catalysts for 

Great Basin.  

 

Conclusion/Stock Valuation 
 

Great Basin shares have held steady this month following a recent reverse stock split at the end of March, 

responding to favorable developments in the areas of product approvals, customer acquisition, balance sheet 

enhancement, and improved capital structure. Further down the road, we believe both growth- and value-oriented 

investors can find Great Basin shares attractive due to a much-bolstered balance sheet, a growing customer base 

in its target small- to medium-sized hospital market, two new diagnostic assays soon ready to launch and as many 

as five more potentially cleared and ready to launch by 2017.  However, we are maintaining our Neutral rating 

on GBSN shares for the time being until share trading volatility is reduced to some degree.  

 

 

Catalysts/Investor Timeline 

1) Q1/2016 (March) quarterly earnings announcement – May 2016 

2) New Product Marketing launches – Staph ID/R (June 2016) and Shiga Toxin (e. Coli) (May 2016) 

3) New Product 510(k) applications submitted to FDA – Group A Strep, Pertussis, Staph Aureus Pre-

Surgical Screening, Candida blood infections and Foodborne pathogens diagnostic assays – H2/2016 

through H1/2017 

4) Upcoming Medical and Investment Conferences – Ongoing 2016-2017  

5) Additional clinical trials initiated – 5-6 diagnostic assays - 2017 
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Risk Factors 

 

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

shared by Great Basin with other companies in the industry, we believe an investment in GBSN involves 

the following risks: 

 FDA and regulatory risks – Great Basin 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.    

 Need to defend patents, trade secrets and other intellectual property – At present, GBSN holds certain 

intellectual property related to its molecular diagnostic tests and analyzer system.  The Company may 

need to defend its intellectual property in the US and overseas in the future, particularly as its medical 

device and related diagnostic tests become commercially successful.     

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

and development programs and product commercialization activities through late 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 GBSN to raise 

additional capital through the sale of equity within a shorter time-frame, therefore potentially diluting 

current shareholders. In addition, at present the Company has a large number of warrants which may be 

exercised in the future, which could dilute current shareholders to a large degree.  

 Limited stock liquidity – Trading volume in GBSN shares has been relatively heavy in recent weeks, 

however future events could lead to reduced trading volume for these shares, and as such, news regarding 

GBSN, its target market, partners and/or competitors could lead to significant volatility in the stock price.  

 Competitive Markets – The Company competes 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 tests 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 – May 26, 2015 – Price Target $10  
Updated – December 26, 2015 – Rating lowered to Neutral  
 

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 (GBSN) 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 March 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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