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Patented technology in the treatment of asthma, seeking to gain 
traction in a large market. Asthma sufferers have traditionally had to 
visit a physician or specialist in order to receive accurate analysis and 
monitoring of their respiratory condition. Karmelsonix devices allow 
patients to monitor their conditions at home and send in data for 
expert analysis if required. Instead of travelling to a clinic for a 
professional spirometry (procedure for respiratory analysis) patients 
can use Karmelsonix’s products at any time, and for a significantly 
cheaper price. Remote use particularly suits the elderly and infants 
who aren’t able to be sufficiently active and cooperative in their 
treatment programs. With asthma, cough and chronic obstructive 
pulmonary disease (COPD) affecting an estimated 500 million 
patients worldwide, a small slice of the market would be lucrative. 

New Leadership Team. With the company’s ramp up in the 
commercialisation of its devices, a revamped management team has 
been installed to guide this defining process. Executives who have 
successfully been through the process of commercialisation before 
have been installed from the Boardroom, all the way down the supply 
chain (e.g. manufacturing, sales & marketing). Several ex-ResMed 
(ASX Code: RMD) Executives have joined forces which may be a sign 
of things to come. 

Global sales have been growing since first commencement in 
late 2009 and distribution channels are still expanding. Although 
still in their early growth stages, sales have been showing positive 
signs. As per usual, expenditure remains high at the onset of 
commercialisation. Sales have been trending upwards with 
~$250,000 in revenue generated over the last two quarters. 

Karmelsonix recently secured $2.3m in funding to fuel 
commercialisation efforts. Future funding will be important in 
continuing R&D, pursuing further clinical trials and in establishing 
distribution channels worldwide. Support for funding is sufficient at 
this stage of development but is crucial in determining success. 

Based on potential growth in market share, we have attributed a 
value of $0.04 per share to Karmelsonix Ltd. Our model assumes 
overall market growth of 2.0% p.a. and a substantial acceleration in 
market penetration by 2014. This is typically the time it takes for bio-
technology companies to prove their commercialisation attempts have 
been successful. This estimate may vary considering that 
Karmelsonix already has plans to significantly increase their 
manufacturing capabilities in light of potential demand. Capital 
raisings are also factored into this valuation (see the valuation 
section). 

In consideration of the company's financial position and a potential 
capital raising in the near term, we are initiating coverage on 
Karmelsonix - withholding a preliminary investment recommendation. 
However, based on our valuation and the company's strategy to 
pursue growth, some value in Karmelsonix may appear evident. The 
ability to continue raising funds on favourable terms will be a defining 
factor in justifying investment. 
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Background 
Karmelsonix Ltd. represents the union of Karmelsonix of Israel and 
PulmoSonix of Australia, each of which possesses unique respiratory 
acoustic technologies. Both companies specialise in pulmonary 
acoustics as diagnostic and non-invasive monitoring tools for various 
pulmonary disorders. The company’s technology platform is known as 
PulmotrackTM from which it has developed personal monitoring 
devices including the WHolterTM, and the personal WheezoMeterTM. 
 
The Products 

From its core PulmotrackTM technology, the Company is bringing to 
market a suite of products to supply solutions for asthma 
management, from the mild to the severe, from hospital to home 
Asthmatic conditions effecting young and old, exercise-induced and 
nocturnal problems are all targeted. Highlighting the groundbreaking 
nature of the technology, Karmelsonix recently won the Frost & 
Sullivan (F&S) New Product Innovation Award in the area of asthma 
monitoring. Karmelsonix was selected based on the revolutionary 
asthma management WheezoMeterTM device that is attempting to 
gather sales momentum on global markets. The product addresses a 
respiratory market void in the tools for supervised, yet self-led 
management of asthma and related diseases. The Award comes at a 
time when Karmelsonix is ramping up its commercialization of the 
WheezoMeterTM in the US (one of its biggest markets). Traditionally 
the Award has paved the way for companies to market their products 
with additional industry recognition. 

PulmotrackTM – Respiratory Acoustic Monitor 

At the heart of all Karmelsonix products is the PulmotrackTM: a unique 
tool for wheeze identification, characterisation and quantification that 
uses acoustic technology. This ‘parent’ device is usually only used in 
hospitals or sleep labs due to its need for professional interpretation. 
Its development brings a solution for continuous and nocturnal 
monitoring, used to diagnose and manage a variety of respiratory 
illnesses, producing data on wheezes and degree of coughing. 

The device also allows measurement of the response to any 
treatment the patient may be receiving over a period of time and is 
particularly convenient for the treatment of infants and the elderly. The 
product stands out as it offers previously unavailable objective 
pulmonary symptoms documentation in all groups and continuous 
overnight monitoring (when the effects of asthma can be at their 
worst). The device provides quantitative patient data and the ability to 
archive reports over a given period of time, thus following symptom 
trends. Detailed graphic spectral display and acoustic playback 
features allow the review of specific records for secondary data 
analysis. Both the WheezoMeterTM and WHolterTM make use of the 
PulmoTrackTM technology. 

The Personal WheezoMeter™  

The Company’s flag-ship product is a hand-held device for home and 
general practice use. When placed on the neck with its sensor over 
the trachea, the WheezometerTM picks up the breathing sounds and 
determines if wheezes are present. A 30 seconds determination 
indicates the momentary wheeze rate. Should it be high, the patient 
(or parent) is instructed to seek medical help. The first batch of 
WheezoMeters™ was shipped in late 2009. This product has received 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
“...Karmelsonix recently won the Frost & 
Sullivan New Product Innovation Award” 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
Figure 1: the PulmotrackTM demonstrated use in 
a hospital setting. 
 

 
 

Source: Karmelsonix 
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European CE Mark clearance and Australian TGA approval for sale in 
these jurisdictions. Today’s WheezoMeter™ product line includes the 
Clinical WheezoMeter™, two Personal WheezoMeters™ (adult and 
child), and retrieval software. 

The WHolter™  

The WHolterTM is a 24 hour ambulatory digital data-logger / recorder. 
It is intended to be used for tracking wheezing and coughing for 
evaluation of nocturnal asthma, occupational asthma and persistent 
cough in the patient’s own allergen environment. Typically the device 
is either taken home or used in a specialist’s clinic and returned upon 
completion of the test, with a fee being paid dependent on the 
duration and type of testing. Following the receipt of regulatory 
clearance, the sale of the WHolter™ to PFT labs, sleep labs and 
WHolter™ monitoring dispensing clinics began in 2010.  

The home testing market is growing at over 30% p.a. in the US, EU 
and Australia. WHolterTM is the only approved device for respiratory 
monitoring of wheeze and cough, nocturnal asthma. 
Commercialisation has begun in the US where the product has been 
granted a Current Procedural Terminology (CPT) code and 
reimbursements to the company have begun. The CPT code set is 
the system used in the US to allow medical device stakeholders to 
identify and set prices for administrative, financial and analytical 
purposes. 

The ASAM™  

Acoustic Severe Asthma Monitor is a novel continuous monitor for 
minute by-minute assessment of the severe asthma patient, typically 
in an ambulance, the Emergency Room, the Intensive Care Unit 
(ICU), and during recovery in the paediatric or internal medicine ward. 
The device combines the wheeze detection core-technology and the 
advanced active acoustics technology. The ASAMTM has yet to be 
rolled out. 

The Global Asthma Market  
In excess of 500 million people worldwide are estimated to have some 
form of respiratory condition (with 100 million living in the developed 
world) and the prevalence rate is continuing to rise with an ever-
increasing burden placed on patients, caregivers, healthcare systems 
and governments. According to a survey conducted by the Global 
Initiative for Asthma (GINA) in 2007, there are several countries that 
have asthma prevalence rates in excess of 10%, including the UK 
(>15%), Australia (14.7%), Ireland (14.6%), Canada (14.1%) and the 
USA (10.9%). Unfortunately, asthma and associated pulmonary 
diseases are linked with significant morbidity, much of which is 
preventable and/or treatable.  
The impact of asthma and lack of symptom control was documented 
through adult patient interviews as part of the GINA survey. Of the 
1,726 patients interviewed, 50% categorised their asthma as mild, 
while 39% and 11% reported that their asthma was moderate or 
severe, respectively. In all, 41% of patients reported that their asthma 
had limited their daily activities. During the 12 months leading up to 
the survey, patients made unscheduled calls (18%) or visits to their 
physician (27%), went to the hospital/emergency room (11%) or were 
admitted to hospital (6%) as a result of their asthma. Karmelsonix 
aims to capture patients requiring treatment and/or monitoring. It 
hopes to capture those patients that require treatment and/or 

 
 
 
 
 
 
 
 
 

Figure 2: the WheezoMeterTM in use 
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Figure 3: the WHolterTM brings convenience to 

the patient  
 

 
 

Source: Karmelsonix 
 



 

Page 4 of 13 

27 Feb 2011 

monitoring that might be especially aided by either the 
WheezoMeterTM or WHolterTM. Considering that annual spend in 
respiratory care globally exceeds A$30 billion, even slight penetration 
of the market could see increased revenue over time for Karmelsonix. 

The Competitive Advantage 

Without a treatment to cure asthma, companies in the respiratory 
disease arena typically experience consistent demand for their 
products. All current drugs treat the symptoms but not the underlying 
cause. The market is currently dominated by Glaxo Smith Klein with 
its $5.5 billion blockbuster, Advair/Seretide (an inhaler) which acts to 
control asthma but not improve or heal the condition of the patient. 
Unfortunately no drugs have been able to demonstrate any significant 
healing effects.  

Traditional Spirometry 

Operating in an area with little competition, Karmelsonix aims to meet 
an unmet need for accurate, low cost, easy-to-use devices to identify 
and quantify the presence of wheeze. Wheeze is an indication of the 
severity of the patient’s asthma. The only other valid alternative for 
the analysis and detailed diagnosis of respiratory conditions is 
through the use of a spirometer. With a basic model clinical 
spirometer typically costing in excess of A$1,500, accessibility for the 
great majority of sufferers is limited. As indicated in Figure 4, the size 
of the machine can also be impractical. For sufferers in need of 
regular monitoring and analysis of their condition, regular trips to a 
specialist are needed. Personal spirometers are available but these 
retail for a similar cost. Usually visits to a clinic with a highly advanced 
spirometer are preferred. 

A spirometer requires the patient to take a deep a breath as possible, 
and then exhale into the sensor as hard as possible, preferably for at 
least 6 seconds. It is sometimes directly followed by a rapid inhalation 
(inspiration), in particular when assessing possible upper airway 
obstruction. The test deduces severity of the respiratory condition by 
measuring several levels of breathing capacity. A primary measure is 
the Forced Expiratory Volume in 1 second (FEV1). As far as deducing 
severity of the respiratory condition, FEV1 is the gold standard.  

The entire procedure is highly dependent on patient cooperation and 
effort, and, is normally repeated at least three times to ensure 
reproducibility. Spirometry can only be used on children old enough to 
comprehend and follow the instructions (6 years old or more), and 
only on patients who are able to understand and follow instructions – 
thus, this test is not suitable for patients who are unconscious, heavily 
sedated, or have limitations that would interfere with vigorous 
respiratory efforts (e.g. the elderly). 

The Karmelsonix Advantage 

Using highly developed acoustic technology, Karmelsonix aims to 
conduct precise analysis and monitoring without need for extensive 
patient cooperation. Automatic wheeze, cough, and breathing 
detection facilitate quantitative, objective and non-invasive 
assessment of asthma activity for all ages around the clock. The 
Karmelsonix devices allow accurate patient care in young children, as 
well as the elderly, and in scenarios where spirometry is not feasible. 
No forceful blowing is required.  

 
 
 
 
 
 
 
 
 
" ...annual spend in respiratory care globally 
exceeds A$30 billion." 
 
 

 
 
 
 
 
 
 
 
 
 

Figure 4: a traditional spirometer 
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Perhaps in the most important clinical outcome for the company, 
clinical evidence correlates wheeze rate with FEV1 (the gold 
standard). Therefore for the first time, acoustic respiratory 
management (ARM) provides a direct and linear correlation to FEV1, 
which is the main output of spirometry. As a consequence, it is 
questionable why patients would pay more for a spirometry when an 
equally effective – yet cheaper – alternative is available in the form of 
ARM. Having a solution that enables the monitoring of respiratory 
tract disorders that can analyse and detect asthma attacks even with 
minimal or no cooperation from the patient is a pressing need. 
Karmelsonix products are considered the best alternative 
management tool for patients who cannot perform spirometry. In the 
past, the level of instrumental reliability offered by Karmelsonix 
products only existed in spirometer technology, located in hospitals or 
physicians' offices, putting at home or in-transit asthma patients at 
risk. 

Economics 
The Clinical WheezoMeterTM sells for A$1,500 whilst the Personal 
WheezoMeterTM for approximately A$450. The devices can be used 
time and time again, conveniently whereas a spirometry requires 
specialist attention at a clinic or other lab. For those requiring constant 
monitoring of their condition, the costs of spirometry tests can mount 
up. An average spirometry test with a specialist will usually cost 
upwards of A$75, while a base model spirometer is priced starting at 
A$1,500, and these machines lack the convenience and practicality of 
a WheezoMeterTM or WHolterTM.  

The price of not monitoring ones condition can potentially be even 
more costly with an Emergency Room visit leaving a patient ~A$1,500 
out of pocket for just one admission, and a asthma hospitalisation in 
excess of A$7,000.  

The WHolterTM works on a reimbursement basis. Dispensing the unit, 
including patient education, correct application of the sensors in the 
right locations and activation of the recorder is done in a specialised 
clinic or at the physician’s office. At the end of 24 hours or 8 hours (if 
only nocturnal WHolterTM study is indicated) the patient returns the 
unit, the data is uploaded and sent for analysis and interpretation. 
Depending on the nature and duration of the test, costs range 
between $A350 – A$750. Of the total cost paid by the patient, 
portions are assigned to the sleep lab and physician, whilst 
Karmelsonix typically takes ~30% as a usage and interpretation fee 
for the WHolterTM.  In comparison one sleep lab sleep study will set 
the patient back ~A$2,500. With the economics in mind, it can be 
seen how Karmelsonix competes with the more established methods 
of respiratory management. 

Intellectual Property & Patents 

The company’s intellectual property (IP) and patent estate is 
considered broad and basic, providing coverage for the use of 
acoustic technology to monitor and diagnose lung function. This 
means any use of acoustics (sound) to listen and translate into a 
clinical outcome for respiratory applications is covered by the 
company. It includes issued and pending patents in key regions plus 
know-how associated with the design of proprietary sensors and their 
interrogation using proprietary algorithm. Karmelsonix’s IP enables 
the development of current and future products in the fields of 
asthma, cough, COPD and other lung functions. 

 
 
 
 
 
 
 
 
“… clinical evidence correlates 
wheeze rate with FEV1 (the gold 
standard)." 

 

 
 
Figure 5: An illustrated depiction of the 
main symptoms of asthma. Breathing is 
restricted when bronchiole in the lungs 

are inflamed. 

 

 
 

Source: Pfizer 
 
 
 
 
 
 



 

Page 6 of 13 

27 Feb 2011 

Table 1: Karmelsonix listing of patent portfolio. 

Patent # Title Country Status 

521,973 
Method and apparatus For Determining Conditions 
of Biological Tissues New Zealand Granted with amendments 

7,347,824 
Method and apparatus For Determining Conditions 
of Biological Tissues US Granted (Method Claims) 

12/008,349 
Method and apparatus For Determining Conditions 
of Biological Tissues IS AOA (Divisional Apparatus Claim) 

2005249144 Apparatus and Method for Lung Analysis Australia Pending Exam Rpt 

2430745 Apparatus and Method for Lung Analysis UK Granted 

11/107,999 Methods and Apparatus for Monitoring Airways US 
CIP - Allowed (awaiting Patent to 
Issue) 

2440466 Methods and Apparatus for Monitoring Airways UK Granted 

12/342,186 
Method for Determining Lung Condition Indicators 
(IRN 770991) US 

CIP - Awaiting results of 
examinations, Supplemental IDS was 
needed 

2003229121 Measuring Tissue Mobility (IRN 6957810) Australia Granted 

7,201,721 Measuring Tissue Mobility (IRN 6957811) US Granted 

426487.5 Measuring Tissue Mobility (IRN 6957812) UK Granted 

944355 A Phonopneumograph System EU Granted 

US 6,168,568 B1 A Phonopneumograph System US Granted 

National Filing Cough Detector EU Awaiting Status Update 

National Filing Cough Detector Australia Awaiting Status Update 

National Filing Cough Detector US Awaiting Status Update 

 

Commercialisation 
PulmoTrackTM has been approved by the US FDA, European 
Conformity and Australian Therapeutic Goods Administration (TGA) 
for sale as a respiratory acoustic monitor. The technology, on which 
the WheezoMeter and WHolter are designed, is the result of years of 
research and development that has run through various clinical trials 
worldwide, including the US, Europe, Australia, and Israel. 

The company is targeting the world’s largest markets as far as 
respiratory illnesses go. The key regions where commercialisation 
attempts are being focussed are: 

 United States (40% of world market share): Karmelsonix has 
sales and clinical support operation in Southern California 
and is engaged in direct sales as well as with key distributors. 

o WHolter home test service is being sold through 
sleep lab partnerships with added benefit of trailing 
revenues. 

 European Union (30% of world market share): Karmelsonix 
has distributors in the UK, Germany, Benelux, Italy, Poland, 
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Czech Republic, Nordic. The company has also employed a 
clinical support specialist to service the European distributors. 

o Sales are through established respiratory distributors 
in each country with company sponsored pre-sale 
and post-sale support. 

 Australia: Karmelsonix has distributors plus a clinical support 
specialist in place. 

 India: Karmelsonix operates through a key distributor. 

 China, Taiwan, South Korea: Karmelsonix is in the process of 
securing approvals in the collaboration with its distributors. 

 Japan (#2 respiratory market by size): Karmelsonix is 
pursuing regulatory approval for its products and it is 
anticipated that sales will occur through a strategic anchor 
partner’s distribution channel. 

 
Going Forward 

WheezoMeterTM: Management’s goal is to increase penetration in key 
markets, further strengthening important distribution partnerships. 
Particular attention will be paid to the US and Japan which are the #1 
and #2 largest markets by volume of users of respiratory products. 
There are also plans to make initial moves into Brazil and Russia, and 
beyond 2013, it is anticipated that even more countries will see 
Karmelsonix products in distribution. 

WHolterTM: Currently only in operation in the US, the company is 
already receiving revenues from the reimbursements per patient 
use/visit. Plans are to increase access to patients through a network 
of pulmonary respiratory specialists and home sleep labs. The device 
will also be sold through lease program which would involve higher 
margins. Back office data management service for interpretation of 
results will continue to be offered. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
“Particular attention will be paid to the US 
and Japan which are the #1 and #2 largest 
markets.“ 
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Table 2: The story thus far, including key funding drives. 

 

Financial Performance 

Management will have to keep tapping funding options until sales 
gain real traction. Expenditure from sales & marketing, and ongoing R 
& D means that outflows remain high relative to the company’s cash 
at hand. Cash burn significantly outweighs receipts from sales at this 
point in time. 

The company recently raised $2.3m through the issuance of 
convertible notes to continue aggressively pursuing 
commercialisation. We anticipate further funding requirements 
through the debt and/or equity markets. Cash stands at $1.8m with an 
average cash burn of $1.4m per quarter. First significant revenues of 
$250,000 were generated in the previous two quarters however a 
large boost in sales will be required to make up the difference over 
the medium term. Capital raisings will need to be targeted for several 
years to come. 
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The Bulls & The Bears  

 
The Bulls Say 

 Karmelsonix technology offers a more convenient, cheaper 
solution compared with traditional forms of respiratory 
management. 

 With key approval in major markets, the flag-ship 
WheezoMeterTM product has been gaining sales traction and 
distribution channels are expanding. 

 The WHolterTM is being pioneered in the US market with 
reimbursements already being received. 

 The company’s broad intellectual property and patent estate 
ensures barriers to entry in Acoustic Respiratory 
Management (ARM). 

 Ex-Resmed management team brings track record in medical 
device commercialisation. 

 Companies such as Karmelsonix that are responsible for 
bringing new technology solutions to the medical device 
market, are potential merger and acquisition candidates. 

 Management plans a secondary listing on an overseas 
exchange to aid exposure and increase potential funding 
avenues. 

 
 

 
The Bears Say 

 Funding remains tight with the high likelihood of ongoing 
capital raisings. 

 Cash burn will continue to be high for the medium term as 
clinical tests and approvals are pursued in various markets. 

 Distribution channels are new and cooperation from key 
stakeholders will need to be solidified. 

 It is make-or-break time for the company’s products as the 
ramp up in commercialisation accelerates. 

 Large multinational pharmaceutical companies dominate the 
respiratory market and their products already have a strong 
connection in world markets. Karmelsonix is attempting to 
infiltrate and capture market share which may pose 
difficulties. 
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Management 
Ross Haghighat 
Executive Chairman and CEO 
Mr. Ross Haghighat is a serial entrepreneur with nearly 25 years of 
experience in founding and transforming companies in the high tech 
fields of telecommunications, sensors and diagnostics, biotechnology, 
and specialty materials. He is the founding CEO of Triton Systems, 
Inc., a leading product venturing company headquartered in 
Chelmsford Massachusetts, a suburb of Boston and with offices in 
Boston, Washington DC, and Fargo, North Dakota. Mr. Haghighat 
serves on the Board of a number of firms: Triton Systems, Aduro 
BioTech, SI2 Technologies, FRX Polymers Sensera. 
 
Paul Hopper                  
Non-Executive Director 
Paul Hopper has over 20 years international experience in the 
management and funding of life science and healthcare companies, 
and has served on the Boards of more than a dozen public 
companies in the US, Asia and Australia. Mr. Hopper is a Director of 
pSivida Corp, a Director of Fibrocell Science Inc, the Chairman of 
Viralytics Limited, and a Director of Somnomed Ltd. Mr. Hopper is 
Managing Director at the Los Angeles based Investment Bank, 
Cappello Group where he heads the Australia Desk and Life 
Sciences. 
 
Jerry Korten 
Non-Executive Director 
Jerry Korten was CEO and President of Versamed, Inc. an Israeli 
startup he helped establish as a US company that was sold to GE 
Healthcare. Currently Jerry, as General Manager of Strategic 
Markets, is working with GE Healthcare to identify new opportunities 
to advance technology in the field of cardiopulmonary therapy, 
monitoring and diagnosis. Jerry also serves as a mentor to the New 
York City Investment Fund's BioAccelerate Program to catalyze the 
creation of a life sciences industry sector in the city by increasing the 
number of commercial spin-offs from New York’s universities and 
research institutions. Jerry has served on the boards of diagnostic 
and therapeutic device companies including Versamed, Inc., Bunnel 
Inc. and Vitaltrends Technology, Inc. and brings operational expertise 
in running medical device companies including engineering 
management as well as management experience in sales and 
marketing. 
 
Fabio Pannuti                  
Non-Executive Director 
Fabio Pannuti has served on the board of several public companies 
listed in Australia, the United Kingdom and North America over the 
last 20 years and also a number of private investment vehicles. These 
companies have had significant and successful involvement in diverse 
areas including agriculture, property development, mining/oil and gas, 
telecommunications, wholesale debt purchase and biotech. These 
have included The Van Diemen's Land Company, to recently being 
Chairman of Mobi Ltd, a small diverse telco. Fabio is currently 
Chairman of Cairngorm Leisure, a company involved in the 
development of a snow dome, hotel and leisure complex in Australia 
and also serves on the board of Leading Edge Instruments Ltd, a 
company that develops medical devices. 
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Paul Eisen      
Executive Director   
Sales & Marketing for Europe, Asia Pacific. 
Paul Eisen has operated as a senior executive in the Medical device 
and Healthcare industry across Australia and Asia Pacific for the last 
20 years (including with ResMed). Paul holds a degree in Diagnostic 
Radiography from Sydney Technical Institute and a Graduate 
Diploma in Marketing from the University of Technology, Sydney 
(UTS). 
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Valuation 
 

 All figures in US $m dollars  
 

YEAR 2011 2012 2013 2014 2015 2016 2017 2018 
         

Product Revenue         700  
         

1,250    2,000    3,750      7,000    13,000     22,000     33,000  

Service Revenue         250  
            

600    1,100    2,100      3,500      5,000       6,500       9,000  

Total Revenue         950  
         

1,850    3,100    5,850    10,500    18,000     28,500     42,000  
         

COGS         300  
            

550    1,000    1,750      3,200      5,100       8,000     12,500  

Fixed Production         112  
            

115       122       145         150         170          180          200  

R&D         518  
            

534       550       566         583         601          619          637  

Clinical Trials         650  
            

553       442       354         283         226          181          145  

Total Op. Costs      1,580  
         

1,752    2,114    2,815      4,216      6,097       8,980     13,482  
         

Op. Margin -630  
              

98       986    3,035      6,284    11,903     19,520     28,518  
Gross Margin, % -66% 5% 32% 52% 60% 66% 68% 68% 
         
S, G&A -1,700  -1,805  -1,940  - 2,090  -2,200  -2,340  -2,480  -2,600  
Corporate Expenses -1,000  -1,180  -1,290  -1,410  -1,555  -1,750  -1,980  -2,130  
         
EBITDA -3,330  -2,887  -2,244  -465      2,529      7,813     15,060     23,788  
EBITDA, % -351% -156% -72% -8% 24% 43% 53% 57% 
Capital Raising 3,500 3,000 2,500      
         

Enterprise Value 
(EBITDA x 7)  n/a   n/a   n/a   n/a    17,703    54,691   105,420   166,516  
Discount Rate (33%) n/a n/a n/a n/a     4,254      9,881     14,321     17,008  
NPV           45,463  
Shares on Issue (after 
capital raisings)  

  
1,135,000        

Value per share  $0.04006       
 
We have assumed capital raisings will occur up until FY13. Factored 
into the model are raisings of $3.5m in FY11, $3m in FY12 and $2.5m 
in FY13. We assume funding is obtained at a price of 2.5c (which is 
currently a 39% premium to the share price). This is a reasonable 
assumption considering the company's potential growth prospects for 
the medium term. With 775m shares on the register at present, this 
would mean an additional 360m being issued bringing total shares on 
issue to 1,135bn (as indicated in the model). 
 
We have projected revenues in accordance with ongoing penetration 
of key markets, and adjusted expenses according to scale. A discount 
rate of 33% has been used in light of the company's position in the 
growth cycle. Still in its early stages, the next few years for 
Karmelsonix will be particularly defining. 
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Wise-owl.com recommendation system 
 
Care has been taken to define the level of risk to return associated with a particular company. Our 
recommendation ranking system is a follows: 
 
Spec Buy  
We forecast strong earnings growth or value creation that may achieve a return well above that of the 
broader market. These companies also carry a higher than normal level of risk. 
 
Buy  
Companies with ‘Buy’ recommendations have been cash flow positive for some time and have a moderate to 
low risk profile. We expect these to outperform the broader market. 
 
Hold  
A sound well managed company that may achieve market performance or less, perhaps due to an 
overvalued share price, broader sector issues, or internal challenges. 
 
Sell 
Risk is high and upside low or very difficult to determine. We expect a strong underperformance relative to 
the market and see better opportunities elsewhere. 

Contact wise-owl.com 
Level 6 
233 Castlereagh St 
Sydney NSW 2000 
Phone: 1300 306 308 
Fax: 1300 304 306 
www.wise-owl.com 

Disclaimer 
This report was produced by wise-owl.com Pty Ltd (ACN 097 446 369), which is an Australian financial services licensee 
(Licence no. 246670). Wise-owl.com received payment for the compilation of this report of A$20,000. Wise-owl.com Pty 
Ltd has made every effort to ensure that the information and material contained in this report is accurate and correct and 
has been obtained from reliable sources. However, no representation is made about the accuracy or completeness of 
the information and material and it should not be relied upon as a substitute for the exercise of independent judgment. 
Except to the extent required by law, wise-owl.com Pty Ltd does not accept any liability, including negligence, for any 
loss or damage arising from the use of, or reliance on, the material contained in this report. This report is for information 
purposes only and is not intended as an offer or solicitation with respect to the sale or purchase of any securities. The 
securities recommended by wise-owl.com carry no guarantee with respect to return of capital or the market value of 
those securities. There are general risks associated with any investment in securities. Investors should be aware that 
these risks might result in loss of income and capital invested. Neither wise-owl.com nor any of its associates 
guarantees the repayment of capital. 
 
WARNING: This report is intended to provide general financial product advice only. It has been prepared without having 
regarded to or taking into account any particular investor’s objectives, financial situation and/or needs. All investors 
should therefore consider the appropriateness of the advice, in light of their own objectives, financial situation and/or 
needs, before acting on the advice. Where applicable, investors should obtain a copy of and consider the product 
disclosure statement for that product (if any) before making any decision.  
 
DISCLOSURE: Wise-owl.com Pty Ltd and/or its directors, associates, employees or representatives may not effect a 
transaction upon its or their own account in the investments referred to in this report or any related investment until the 
expiry of 24 hours after the report has been published. Additionally, wise-owl.com Pty Ltd may have, within the previous 
twelve months, provided advice or financial services to the companies mentioned in this report. As at the date of this 
report wise-owl.com Pty Ltd and/or its directors, associates, employees or representatives currently hold interests in the 
following companies: 


