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AtheroNova, Inc. 
(OTCBB: AHRO, Target Price: $1.03) 
We initiate coverage on AtheroNova, Inc. (“AHRO”) with a price target of 
$1.03 per share. AHRO is a biotechnology company focused on the 
research and development of compounds to safely regress atherosclerotic 
plaque and improve lipid profiles in humans. In addition to its lead 
compound AHRO-001, AHRO plans to develop multiple applications for its 
patents-pending therapies in market sectors that include; cardiovascular 
disease, stroke, and peripheral artery disease, all of which have been linked 
to atherosclerosis.   
 

INVESTMENT HIGHLIGHTS 
Novel application for atherosclerosis 
AHRO’s lead drug candidate, AHRO-001, is a proprietary compound 
administered via a tablet. The compound is formulated to stabilize and 
reduce the volume of soft vulnerable plaque in the arteries and safely 
remove it from the body through natural metabolic processes. The 
compound also shows significant pre-clinical lipid panel improvement and 
has significant beneficial effect on glucose levels involving multiple powerful 
mechanisms of action. Today, none of the currently available medications in 
the market for the treatment of atherosclerosis focus on the regression or 
stabilization of soft, vulnerable plaque. AHRO believes AHRO-001 can be 
used in place of, or in collaboration with, other drugs in the category, further 
widening the market potential for the product. In particular, AHRO believes 
that AHRO-001 will have a synergistic effect on lipid panels and plaque 
stability/volume when administered along with a statin. 

Research collaboration with Russian biotech firm CardioNova, Ltd. 
In 2011, AHRO entered into an agreement with CardioNova, Ltd., a 
subsidiary of Maxwell Biotech Venture Fund, Russia’s premier biotech 
venture capital firm. This agreement calls for a commitment of up to $4.1mn 
to fund Phase I and Phase II human clinical studies in Russia. The 
agreement also gives CardioNova an exclusive license to develop and 
commercialize AHRO-001 in the territory encompassing the Russian 
Federation. This provides AHRO the opportunity to rapidly and cost-
effectively generate clinical proof of concept for AHRO-001 and it secures 
financial resources to be able to move the drug to the clinic for Phase I and 
Phase II studies. Furthermore, AHRO-001 could be approved in Russia and 
generating revenues for AHRO in late 2015E, which would provide 
additional capital as the company advances through the US portion of the 
drug development process. 

Cardiovascular disease presents substantial end market 
Atherosclerosis and related pharmaceutical costs run more than $41bn 
annually - 335 million prescriptions' worth - in the U.S. alone. According to 
the industry estimates, roughly 355 million lipid-regulating drug 
prescriptions were dispensed in 2010. Statins, the leading drug category for 
lowering cholesterol, had estimated global sales of $20.5bn in 2011. 
Potential market sectors served by AHRO-001 (if FDA approved) include: 
cardiovascular disease, stroke and peripheral artery disease, all of which 
have been linked to atherosclerosis. The number of patients in these 
categories is well in excess of 86mn. 

Initiate coverage with a price target of $1.03 
Our analysis indicates a fair value estimate of $1.03 per share (detailed on 
page 8), implying an upside of 145% from the recent price of $0.42. We 
view AHRO as a highly speculative opportunity in the biotechnology field. 
The atherosclerosis market presents a compelling opportunity for their lead 
compound, AHRO-001.    

Stock Details (01/06/2014) 

OTCBB: AHRO 

Sector / Industry Healthcare / Biotechnology 

Price target  $1.03  

Recent share price $0.42 

Shares o/s (mn) 41.6 

Market cap (in $mn) $20.8 

52-week high/low $0.80 / 0.35 

Source: Bloomberg, SeeThruEquity Research 

 

Key Financials ($mn unless specified) 

  FY12 FY13E FY14E 

Revenues 0.0  0.0  0.0  

EBITDA (2.9) (4.9) (3.3) 

EBIT (3.6) (5.4) (3.3) 

Net income (2.6) (5.9) (3.5) 

EPS ($) (0.09) (0.15) (0.07) 

Source: SeeThruEquity Research 

 

Key Ratios 

  FY12 FY13E FY14E 

Gross margin (%) NM NM NM 

Operating margin (%) NM NM NM 

EBITDA margin (%) NM NM NM 

Net margin (%) NM NM NM 

P/Revenue (x) NM NM NM 

EV/EBITDA (x) (7.2) (4.2) (6.2) 

EV/Revenue (x) NM NM NM 

Source: SeeThruEquity Research 
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SUMMARY TABLE 
Figure 1. Summary Table (As of January 6, 2013) 

Share data   B/S data (As of 3Q13) Key personnel:  
Recent price: $0.42  Total assets: 0.9mn Chairman & CEO:  Thomas W. Gardner 

Price target: $1.03  Total debt: 0.7mn CFO: Mark Selawski 

52-week range: 0.80 / 0.35 Equity: (0.2mn) Chief Medical Officer: Mark K. Wedel, MD, JD 

Average volume:* 34,310 W/C: 0.1mn   

Market cap: $17.5mn ROE '12: -147%   

Book value/share: ($0.00) ROA '12: -94%     

Cash/share $0.02  Current ratio: 1.1     

Dividend yield: 0.00% Asset turnover: 0.0     

Risk profile: High / Speculative Debt/Cap: 1.4      

* three month average volume (number of shares)  

  Estimates   Valuation  
FY December Rev ($mn) EBITDA ($mn) EPS ($) P/Rev (x) EV/Rev (x) P/E (x) 
2011 0.0  (1.9) 0.17  NM NM 3.0x 

2012A 0.0  (2.9) (0.09) NM NM NM 

1Q13A 0.0  (1.4) (0.04) NM NM NM 

2Q13A 0.0  (2.1) (0.06) NM NM NM 

3Q13A 0.0  (0.9) (0.03) NM NM NM 

4Q13E 0.0  (0.5) (0.01) NM NM NM 

2013E 0.0  (4.9) (0.15) NM NM NM 

2014E 0.0  (3.3) (0.07) NM NM NM 

2015E 10.5  7.1  0.14  2.0x 2.0x 3.5x 

Source: SeeThruEquity Research 

INVESTMENT THESIS 

AtheroNova, Inc. (“AHRO”), formerly Z&Z Medical Holdings, Inc., was incorporated in 2006 and has been 
conducting business under the current company name since May 13, 2010. AHRO is a biotechnology 
company focused on the research and development of compounds to safely regress atherosclerotic plaque 
and improve lipid profiles in humans.  The AHRO mechanisms of action came about by co-inventors Dr. 
Giorgio Zadini and Dr. Filiberto Zadini, whose research, covered by AHRO patents (both issued and 
pending), safely removes plaques in artery walls, in pre-clinical models, through normal body processes. 
AHRO has developed intellectual property using naturally occurring bile acids. While AHRO-001 is a "first in 
humans" compound, other members of the bile acid family occur naturally in the human digestive system. 
The purpose of these naturally occurring bile acids is to break down lipids (fat) for digestion and absorption 
by the body. Bile acids are almost perfectly sequestered in the gastrointestinal system (enterohepatic 
circulation), so there is little, if any, systemic value in oral administration of human bile acids. However, 
AHRO's AHRO-001 is a hydrophilic bile acid that significantly escapes the GI system when taken orally.  
 
The presence of high levels of circulation bile acids triggers a number of biologically driven mechanisms of 
action, including: 
 

Ø Emulsification of plaque 
Ø Upregulate ABCA1/ABCG1 gene expression 
Ø Decrease cholesterol absorption  
Ø Potential plaque reversibility 
Ø Decrease plasma LDL cholesterol levels 
Ø Increases efficiency of HDL 
Ø Stimulate reverse cholesterol transport 
Ø Atheroprotective effect. 
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AHRO believes that the most potent of these MOAs is reverse cholesterol transport (“RCT”). RCT is a multi-
step process resulting in the net movement of cholesterol from peripheral tissues back to the liver via the 
plasma. 
 
In the United States, one person will die every 30 seconds from cardiovascular disease (“CVD”). CVD 
remains the leading cause of death in industrialized countries and is the largest cost driver of health 
systems. AHRO plans to develop multiple applications for its compounds to be used in pharmaceutical 
grade products for the treatment of atherosclerosis. Atherosclerosis -- or plaque buildup in the arteries -- is 
the leading cause of heart attacks, stroke, and peripheral vascular disease. AHRO believes that Plaque 
Regression is the new paradigm and future of atherosclerosis treatment. 
 	  

Source: Company investor materials, SeeThruEquity Research 

Novel application for atherosclerosis 
Atherosclerosis occurs when cholesterol or fats are deposited on arterial walls and form as 
plaques.  Cholesterol deposits or “plaque” accumulate over the lifetime of an individual based on factors 
such as diet, heredity and other blood 
chemistry factors. There are currently a large 
number of medications and treatment 
options, available in the market for the 
treatment of atherosclerosis. Medications are 
grouped into different categories, including; 
angiotensin receptor blockers, angiotensin-
converting enzyme inhibitors, anticoagulants, 
beta blockers, antiplatelets, calcium channel 
blockers, digitalis, cholesterol medications, 
nitrates, and diuretics. Bypass surgery, open 
heart surgery, coronary angioplasty, stent 
placement, carotid artery surgery and plaque removal are also treatment options. Doctors also recommend 
lifestyle changes which include eating well, proper exercising, weight maintenance, reducing stress and 
restraining alcohol consumption and smoking.  
 
The accepted medical opinion is that a higher low-density lipoprotein cholesterol (“LDL”) reading in a 
person’s blood chemistry can lead to plaque accumulations in the arteries.  In the late 1980s, 
pharmaceutical companies introduced a new type of cholesterol lowering drug called statins, which inhibit 
the body's production of a variety of important substances, one of which is cholesterol. Statins have become 
the largest category of drugs globally, led by Pfizer’s (NYSE: PFE) Lipitor® and Astrazeneca’s (NYSE: AZN) 
Crestor®. AHRO-001 is one of the first novel applications for the treatment, regression and prevention of 
atherosclerosis.  AHRO’s IP uses naturally occurring bile acids to initiate multiple powerful mechanisms of 
action. AHRO believes that plaque regression is the new paradigm and future of atherosclerosis treatment. 
Therapies that decrease plaque burden have yet to reach the market. This paradigm shift in atherosclerosis 
products that regress coronary plaque represents an unprecedented opportunity for the life sciences 
industry. 
 
On June 27, 2013, AHRO announced the results of a preclinical study that was published in the June 10, 
2013 online issue of the FASEB Journal. In the 
study led by Dr. Jake Lusis conducted at UCLA’s 
David Geffen School of Medicine, mice were placed 
on an eight week diet of Western food and were 
then either put into a control group or a group that 
was given AHRO-001 for 15 weeks. The study 
group receiving AHRO-001 had 95% less 
innominate arterial plaque than the control group. 
AHRO-001 was shown to decrease intestinal 
cholesterol absorption, improve high-density 
lipoprotein cholesterol’s (“HDL”) ability to mediate 
cholesterol efflux and in cell culture, AHRO-001 
significantly up-regulated genes involved in 
cholesterol efflux. Please visit www.atheronova.com/the-science/academic-research for a full copy of the 
study.  
 

Source: Company filings and investor materials, SeeThruEquity Research 
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Research collaboration with Russian biotech firm CardioNova, Ltd. 
Through an agreement completed in 2011 with CardioNova Ltd., a subsidiary of Maxwell Biotech Venture 
Fund, Russia’s premier biotech 
venture capital firm, CardioNova will 
become equity investors in AHRO 
and commit up to $4.1 million to fund 
Phase I and Phase II human clinical 
studies in Russia. CardioNova also 
has an exclusive license to develop 
and commercialize AHRO-001 in the 
territory encompassing the Russian 
Federation, Belorussia, Ukraine, 
Kazakhstan, Kyrgyzstan, Tajikistan, 
Turkmenistan, Moldova, Azerbaijan 
and Armenia. The Phase I clinical 
study in Russia is fully enrolled and 
AHRO expects to have top line data 
from this study sometime in 4Q13E or 1Q14E. They expect to submit their Phase 2 protocol immediately 
upon receiving the results of the Phase I data and hope to have that study underway sometime in 1H14E. 
They expect that to be a 12 week trial and could potentially have top line Phase 2 data by the end of 2014E. 
Given the shorter length of the approval process in Russia compared with the US, there is a chance AHRO-
001 could be available for sale in Russia in 2H15E. Toxicology studies have been completed in Russia and 
are currently underway in the US. This collaboration should be a positive for AHRO in that they will gain 
tremendous insight into the dosing of AHRO-001 and have the trial results as additional supporting data for 
their IND submission in the US, it could also be a source of revenue which would give AHRO financial 
flexibility as they make their way through their own US clinical trials, finally, the trial results and potential 
launch of AHRO-001 internationally could provide AHRO with significant publicity and exposure which would 
in turn generate partnership interest in the company.  
 
AHRO plans to submit an IND to the FDA in 2H14E. The process could be additionally eased by the fact that 
the family of compounds used in AHRO’s technology has a history of approval for use in humans by 
regulatory government agencies in a large number of developed countries throughout the world, including 
Germany, England, France, and Italy. There is also an existing human safety record for this class of 
compounds at higher concentrations than AHRO used in their initial research.  
 
Farther down the road, AHRO plans to conduct a statin interaction study in Australia, European trials and an 
IVUS study showing the reduction in atheroma burden.  
 

Cardiovascular disease presents substantial end market 
Atherosclerosis and related pharmaceutical costs run more than $41bn annually - 335 million prescriptions' 
worth - in the U.S. alone. Statins, the leading drug category for lowering cholesterol, had estimated global 
sales of $20.5bn in 2011. According to the healthcare information firm IMS Health, it is estimated that 355 
million lipid-regulating drug prescriptions were dispensed in 2010. Potential market sectors served by 
AHRO-001, if FDA approved, include; cardiovascular disease, stroke and peripheral artery disease, all of 
which have been linked to atherosclerosis. The number of patients in these categories is well in excess of 
86mn. CVD remains the leading cause of death in industrialized countries and is the largest cost driver of 
health systems. An estimated 17.1 million people die from CVD every year and without the intervention of 
new therapies, by 2030, almost 23.6 million people will die from CVD. The American Heart Association 
estimates the direct and indirect costs of CVD in the United States alone for 2010 were $503.2bn.  
 
AHRO-001 will initially compete as a stand-alone therapy, as in clinical trials, about 5-10% of patients 
reported suffering from statin-related side effects, such as muscle pain and liver enzyme abnormalities, 
making them statin intolerant. In observational studies – which often include patients who are not typically 
selected for clinical trials, including older patients, more women, and those with comorbidities – the rate of 
statin intolerance is as high as 20%. AHRO also plans to conduct statin interaction studies to see if there are 
benefits to using AHRO-001 as an add-on therapy. This would further increase the market potential for 
AHRO-001. Pfizer’s statin Lipitor®, now available as a generic, generated annual sales in excess of $11bn 
at its peak. AstraZeneca’s (NYSE: AZN) Crestor® is currently the market leader with approximately $8.3bn 
in 2012 sales. Other drugs in the category include Merck’s Zetia® and Vytorin®, which had roughly $2.6bn 
and $1.7bn in 2012 sales respectively.  
  

  Source: Company filings and investor materials, SeeThruEquity Research 
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COMPETITIVE LANDSCAPE 
AHRO operates in the global pharmaceutical industry, which is highly competitive and tightly regulated. 
According to the IMS Institute for Healthcare Informatics, the total US market for pharmaceutical spending 
hit $325bn in 2012, making it the largest market in the world. However, 2012 spending was actually down 
1% vs. 2011. Driving this trend was decreased utilization per capita and branded drugs coming off patent. 
Generic medications now account for 84% of all prescriptions, helping to push down costs significantly. 
Managed care and pharmacy benefit management companies (PBMs) help drive generic utilization and put 
additional pressure on branded product pricing. Branded products, now more than ever, are required to 
demonstrate significant efficacy vs. existing products and help deliver cost savings. 
 
As previously discussed, the potential markets for AHRO-001 are extremely competitive. Numerous, major 
international pharmaceutical company have one, if not more, offering in the cholesterol lowering space and 
very significant statins have currently marketed generic equivalents. Competitors in the space include Pfizer, 
Merck, AstraZeneca, Abbott Labs (NYSE: ABT), GlaxoSmithKline (NYSE: GSK). Additionally, Intercept 
Pharmaceuticals, Inc. (NASDAQ: ICPT) and Kythera Biopharmaceuticals, Inc. (NASDAQ: KYTH) are two 
recently IPO’d biotech firms developing products based on bile acids. According to data from the 
International Federation of Pharmaceutical Manufacturers & Associations, there were 357 drug candidates 
for CVD as of December 31, 2012, making this the second largest category behind cancer.  
 
AHRO has a relatively small asset base and market capitalization relative to industry peers. At the recent 
price of $0.42, AHRO’s market capitalization was approximately $17.5mn. AHRO is an emerging company 
with a lead drug candidate which is still in the early stages of development. However, peer companies have 
typically incurred substantial losses in early phases of development before generating high returns on capital 
at scale. Mature competitor firms such as Allergan, Inc. (NYSE: AGN) and Gilead Sciences, Inc. (NASDAQ: 
GILD) have recorded ROA’s in the low double digit range and EBIT margins in the 30-40% range in recent 
years. 
 
Figure 2. ROA vs. EBIT– AHRO Peers 

 

Source: Company filings, SeeThruEquity Research 
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FINANCIALS AND FUTURE OUTLOOK 
Revenue/Drivers 

We are assuming zero revenues for 2013E and 2014E. In 2015E, we are modeling in $500k from a Russian 
launch of AHRO-001 (sometime in 2H15E) growing to $1.4mn in 2019E. We expect the results from 
CardioNova’s Phase I trial to be released in the next six months and the commencement of the Phase II 
study in 2014E. With Phase II data available by the end of 2014E, we think it would be reasonable for AHRO 
to attract significant US interest in their product and achieve a licensing agreement with a milestone 
payment in the $10-15mn range. We have modeled in a $10mn milestone payment in 2015E. 
 
We have modeled in a 2018E launch of AHRO-001 in the US and assumed a 20% royalty rate to AHRO. We 
are assigning a 10% probability to the revenue stream. While this is higher than a 5% rate for a drug which 
has completed a Phase I study, given the data from the UCLA study and CardioNova’s Phase I trial, we do 
not think this weighting is overly aggressive. Crestor® and Zetia® currently sell for approximately $6/day and 
we have modeled that price in for AHRO-001and a 0.5% market share in 2019E. This gets AHRO-001 to 
$535mn in 2018E US sales and peak sales of $1.1bn in 2019-2020E. This results in revenues to AHRO of 
$10.7mn and $20.4mn in 2018E and 2019E respectively. While drugs typically take four to five years to 
achieve peak sales, we feel that there will be enough data available from the Russian launch of AHRO-001 
that AHRO can get to peak sales in a shorter timeframe. We see AHRO-001 as being a comparable product 
to Zetia® or Niaspan®.  
 

Margins/Expenses 

Given that we do not expect AHRO to generate any US product revenue until 2018E and that the company 
does not intend to manufacture AHRO-001, we are less concerned with margins over the short term. 
Instead, our focus has been on trying to forecast the timing of their pipeline development, strategic 
partnerships and annual cash needs.  
 
AHRO has accelerated spending in recent quarters to build a supply of active pharmaceutical ingredient 
(“API”) for the Russian Phase I and Phase II studies and to compensate CardioNova for reaching 
development milestones. We are assuming roughly $3mn in spending over the next 18 months as they 
complete their ICH compliant US toxicology study. AHRO is spending roughly $150k per month on 
continuing operations and we have modeled in $3mn in operating expenses for 2014E. AHRO will also 
continue to issue shares to CardioNova upon the successful completion of certain phases of the clinical 
trials. We feel that significant spending in the 2015E-2017E timeframe will be covered by milestone 
payments and collaborative agreements. As previously stated, we do not anticipate AHRO developing 
manufacturing capacity or marketing AHRO-001 independently.  
 
AHRO recorded a net loss of ($2.6mn), or ($0.09) in 2012 and used $2mn in cash from operations. We 
predict a net loss of $5.4mn, or ($0.13) per share, for 2013E and roughly $2mn used in cash from 
operations. The main difference is the rise in stock issued for compensation from $1.2mn in 2012 to $3.2mn 
in 2013E, the bulk of which was issued to CardioNova. We have modeled in net income of $8.3mn, or $0.17 
per share, in 2017E.   
 

Balance Sheet & Financial Liquidity 

As of September 30, 2013, AHRO had $860mn in cash and no other significant assets. They had $372k in 
accounts payable, down from $603k at year end 2012.    
 
AHRO had $363k in current senior secured convertible notes payable and $290k in long term senior 
secured convertible notes payable as of September 30, 2013. The balance bears interest at 2.5% per year, 
is convertible to AHRO common at approximately $0.29 per share and is due in two tranches, one on May 
13, 2014 and the other in 4Q16.  
 
We are modeling in all $363k of the short term notes being converted to AHRO stock in 2014E and an 
additional capital raise of $2mn in 2014E. Management has said it would like to raise capital in the least 
dilutive way possible, but we have modeled in an equity raise. These actions take the share count from a 
reported 41.6mn as of September 30, 2013 to 48.1mn by the end of 2014E. 
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Figure 3. Key Performance Indicators of AHRO, FY13E–18E 

 
 

Source: Company filings, SeeThruEquity Research 

VALUATION 
We have valued AHRO using a discounted cash flow (“DCF”) valuation. Our analysis yields a fair value of 
$1.03 per share, representing an upside of 145% from the recent price of $0.42 as of January 6, 2014. 

DCF 
We expect a very significant milestone payment for AHRO in 2015E and then sustained product revenues 
commencing in 2018E. We project free cash flow to move from ($3.3mn) in 2014E to $13.7mn in 2019E. We 
discounted cash flows at a weighted average cost of capital of 17.9% and assumed a terminal growth rate of 
2.5% at the end of 2019E to arrive at an enterprise value of $41.3mn. Adjusting for the cash balance of 
$860k and debt of $653k as of September 30, 2013, we arrived at a fair value of $1.03 per share.  
 
Figure 4. Discounted Cash Flow Analysis 

$’ 000 FY14E FY15E FY16E FY17E FY18E FY19E 
EBIT (3,300) 7,101  (2,251) (2,306) 8,330  18,964  
Less: Tax 0  0  0  0  0  5,310  
NOPLAT (3,300) 7,101  (2,251) (2,306) 8,330  13,654  
Changes in working capital 0  0  (1,170) 0  0  0  
Depreciation & Amortization 2  2  2  2  2  2  
Capex 0  0  0  0  0  0  
FCFF (3,298) 7,103  (3,419) (2,304) 8,332  13,657  
Discount factor 1.03  0.71  0.61  0.51  0.44  0.37  
PV of FCFE (2,774) 5,068  (2,069) (1,183) 3,629  5,045  
Sum of PV of FCFE           7,716  
Terminal cash flow           90,985  
PV of terminal cash flow           33,612  
Enterprise value           41,329  
Less: Debt           653  
Add: Cash           860  
Equity value           42,842  
Outstanding shares (mn)            41.6 
Fair value per share ($)           1.03 
       

 
 

Summary conclusions  Key assumptions  
DCF FV ($ per share) 1.03 Beta 1.8 
Recent price ($ per share) 0.42 Cost of equity 18.4% 

Upside (downside) 145.1% Cost of debt (post tax) 1.5% 

WACC 17.9% Terminal Growth Rate 2.5% 

Source: SeeThruEquity Research 
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Figure 5. Sensitivity of Valuation – WACC vs. Terminal Growth Rate 
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1.03 9.9% 17.4% 17.9% 18.4% 18.9% 

1.50% 2.55 1.02 0.97 0.93 0.89 

2.00% 2.70 1.05 1.00 0.95 0.91 

2.50% 2.87 1.08 1.03 0.98 0.93 

3.00% 3.07 1.12 1.06 1.01 0.96 

3.50% 3.30 1.15 1.09 1.04 0.99 

 4.00% 3.57 1.19 1.13 1.07 1.02 

Source: SeeThruEquity Research 

 

Peer Group Valuation 
Given that we are not expecting revenues until 2015E, we have only modeled AHRO using a DCF model. 
However, we have put in a selected group of peer companies as another basis for comparison. If you apply 
a group average 4.2x to AHRO’s $12mn in 2018E revenues, you get a share price of roughly $1.22. 
 
Figure 6. Comparable Valuation (Data as of 01/06/14) 

Company Mkt cap  
($ mn) 

EV/Revenue(x) Price/Revenue(x) 
FY13E FY14E FY13E FY14E 

Amarin Corporation 302  13.6x 4.5x 8.9x 2.9x 

Biodel, Inc. 48  NM NM NM NM 

Cumberland Pharmaceuticals, Inc. 89  0.7x 0.9x 2.7x 3.2x 

Cardiome Pharma Corp 55  13.1x 4.9x 18.4x 6.9x 

Depomed, Inc. 409  3.1x 3.2x 3.5x 3.5x 

Intercept Pharmaceuticals 1,012  NM NM NM NM 

Kythera Biopharmaceuticals 943  NM NM NM NM 

Novabay Pharmaceuticals 61  7.7x 9.0x 8.7x 10.2x 

Pernix Therapeutics 78  1.0x 0.8x 0.8x 0.6x 

Sucampo Pharmaceuticals 264  3.2x 2.4x 3.1x 2.3x 

Average   6.1x 3.7x 6.6x 4.2x 

AtheroNova, Inc. 17.5 NM NM NM NM 

Premium (discount)   NM NM NM NM 

Source: Bloomberg, SeeThruEquity Research 
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RISK CONSIDERATIONS 
Early stage candidate and regulatory environment 

AHRO operates in a highly regulated industry. The process for regulatory approval of drug development by 
the FDA and other regulatory authorities is lengthy, uncertain and expensive. AHRO had an accumulated 
deficit of $19.6mn as of September 2013 and they still have significant funding needs ahead.  

CardioNova has yet to commence its Phase II trial of AHRO-00 in Russia and AHRO has not yet filed an 
IND with the FDA. Roughly 5% and 30% of drugs make it to commercialization from Phase I and Phase II 
trials respectively. Furthermore, delays in the completion of the trials could materially affect the timing of or 
revenue assumptions. Negative results from the Phase I trial would eliminate AHRO’s main product 
candidate and AHRO’s other pipeline products. Even after completion of successful Phase I and Phase II 
trials, AHRO must still conduct a Phase 3 study and additional safety study before filing a New Drug 
Application (NDA) with the Food and Drug Administration (FDA). Any issues or delays with these studies 
would also have a material impact on the timing of our forecasted revenues and investment thesis. 

Competition 

AHRO operates in the extremely competitive field of the US pharmaceutical market. There are currently 
numerous branded and generic products for the treatment of atherosclerosis. Managed care and other 
industry players have far more incentive to push patients towards generic alternatives, making the hurdle 
that much higher for branded products. Additionally, AHRO is competing against major, established 
competitors in the field who possess far superior resources than AHRO currently has available. 

Share liquidity 

AHRO shares currently trade on the OTC markets and have limited liquidity. It may be difficult to purchase 
or sell shares and doing so may significantly impact the share price. Over the past three months, the 
average volume of AHRO shares traded daily was 34,310. Using the recent market price of $0.42 on 
January 6, 2014, this represents average value traded per day of just $14,410. 

Dilution 

In our view, there is dilution risk to common shareholders of AHRO. Our model forecasts that the company 
will need to raise capital in 2014E. If the company raises equity at unfavorable prices or on unfavorable 
terms with derivatives included, there is risk of material dilution. As of September 30, 2013, there were 
41.6mn common shares issued and outstanding 5.5mn shares tied to senior secured convertible notes and 
5.5mn stock options outstanding. Warrants outstanding as of September 30, 2013 totaled 8.5mn.  
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Management Team  

Thomas W. Gardner, Chairman and Chief Executive Officer 

Thomas W. Gardner has been the Chief Executive Officer, the President and a director of AtheroNova since 
the May 2010 reverse merger. He held the same positions with Z&Z Medical Holdings, Inc., a Nevada 
corporation and the predecessor in interest to AtheroNova Operations (“Z&Z Nevada”) from December 2006 
until its merger into AtheroNova Operations in March 2010. Since September 2008, he also has been the 
President of PhyGen LLC, which designs, manufactures and sells instruments and implants for spine 
surgery. He has extensive experience with successful start-up ventures, having helped found six healthcare 
companies, of which three were publicly traded.  

Mark Selawski, Chief Financial Officer 

Mark Selawski joined AtheroNova in January 2010. He became the Secretary of AtheroNova Operations in 
March 2010. From 2004 to 2009 he served as Chief Financial Officer of a $250 million privately held 
petrochemical distribution company. From 1988 to 2004, he held several positions at Medstone 
International, during the last 9 years being the Vice President-Finance, Chief Financial Officer and Corporate 
Secretary. Medstone was a NASDAQ-listed capital medical device manufacturer of lithotripters, urology 
tables and x-ray equipment, as well as, fee-for-service equipment programs.  

Mark K. Wedel, MD, JD, SVP – Clinical Affairs and Chief Medical Officer 

Mark K. Wedel, MD, JD joined AtheroNova in December 2012.  Between 2009 and 2010, Dr. Wedel served 
as Chief Medical Officer and Vice President of Clinical Development for Santaris A/S in San Diego, CA, 
responsible for planning the strategic clinical development of several locked nucleic acid oligonucleotides, 
including lipid lowering agents directed at apolipoprotein B and PCSK9. He was also responsible for 
obtaining FDA approval for the first micro RNA oligonucleotide used in Hepatitis C infected man and 
assembling Santaris’ medical advisory board and clinical research staff. Between 2002 and 2008, Dr. Wedel 
held the position of Chief Medical Officer and Senior Vice President of Clinical Development with ISIS 
Pharmaceuticals, where he oversaw the clinical research activities of 13 drugs in all phases of clinical 
development. Between 1996 and 2002, Dr. Wedel served as Executive Director of Alliance Pharmaceuticals, 
a company developing liquid ventilation in acute lung injury. Dr. Wedel’s career also includes consulting 
positions with the U.S. Department of Justice, serving as Medical Director for the Intensive Care Unit of 
Scripps Clinic & Research Foundation, and serving as Head of Pulmonary Medicine at Park-Nicollet Medical 
Center. He is the author of one book and more than 50 professional publications and articles. 

Lisa A. Bauman, M.S., Executive Director of Clinical Operations 

Ms. Bauman joined AtheroNova in September 2013. Between 2012 and 2013, she served as executive 
director and head of clinical operations for Spectrum Pharmaceuticals, Inc. (SPPI-NASDAQ) responsible for 
the operational leadership and oversight of nine oncology programs in all phases of clinical development. 
Between 2002 and 2010, she held the position of senior director and head of clinical operations at Anadys 
Pharmaceuticals, Inc. (ANDS-NASDAQ) where she had a key role in establishing clinical operations and 
leading the development and execution of successful trials with small molecules used in the treatment of 
Hepatitis C infections. Between 1995 and 2002, Ms. Bauman held various clinical positions at Agouron 
Pharmaceuticals, which led to her role as head of clinical study management, and to her appointment on the 
harmonization team charged with the development of best practices following the acquisition by Pfizer 
Pharmaceuticals (PFE-NYSE) in 2000. Ms. Bauman’s clinical operations career began in 1991 at Bristol-
Myers Squibb Co. (BMY-NYSE) where she managed trials focused on central nervous system disorders. 

Dr. Balbir Brar, Director - Cosmeceutical Development  

Dr. Balbir Brar has over 25 years of experience in drug and device development and worldwide registration 
of eight major drugs, including Botox. His experience includes working with major pharmaceutical 
companies, including: Lederle/Wyeth (NYSE: WYE), where he developed Azmacort for asthma and topical 
Aristocort, both multimillion dollar products currently on the market; and SmithKline Beckman (NSYE: GSK) 
as a Senior Director of Drug Safety, where he participated in the development of Tarzotene for psoriasis and 
acne. At Allergan Inc., (NYSE: AGN) Dr. Brar served as Vice President Drug Safety (R&D) and was 
responsible for the regulatory submission of 50 INDs/510Ks and worldwide approval of six New Drug 
Applications, which became very successful drugs currently on the market, including Botox (Medical and 
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Cosmetic), Alphagan, Lumigan, Restasis, Ofloxacin, Azelex, Avage (Retinoid), Latisse and Viscoelastic 
intraocular.  

Clinical Advisory Board 

 

Top Institutional and 13F Filer Ownership 

       

 
Table based on 41,584,020 shares of common stock outstanding on September 30, 2013 

 

 

 

 

 

 

 

 

 

Shareholder Number of Shares Percent of 

Major Holders & Key Insiders Owned Shares Outstanding

Giorgio Zadini, MD 4,411,247 10.6%

Thomas W. Gardner 3,415,260 8.2%

ACT Capital Management, LLLP 3,245,000 7.8%

Europa International, Inc. 2,200,844 5.3%

Boris Ratiner, MD 1,694,232 4.1%

Total 14,966,583 36.0%
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FINANCIAL SUMMARY 
Figure 7. Income Statement 

Figures in $mn unless specified FY11A FY12E FY13E FY14E FY15E FY16E 

Revenue 0.0  0.0  0.0  0.0  10.5  1.3  
YoY growth  NA NA NA NM NM 

Cost of sales 0.0 0.0 0.0 0.0 0.0 0.0 

Gross Profit 0.0  0.0  0.0  0.0  10.5  1.3  
Margin NA NA NA NA 100.0% 100.0% 

Operating expenses 2.6 3.6 4.8 3.3 3.4 3.5 

EBIT (2.6) (3.6) (4.8) (3.3) 7.1  (2.3) 

Margin NA NA NA NA 67.6% (180.1%) 

EBITDA (1.9) (2.9) (4.4) (3.3) 7.1  (2.2) 
Margin NA NA NA NA 67.7% (179.9%) 

Other income/ (expense) 6.8  1.0  (0.6) (0.2) 0.0  0.0  

Profit before tax 4.3  (2.6) (5.4) (3.5) 7.1  (2.3) 

Tax 0.0  0.0  0.0  0.0  0.0  0.0  

Net income 4.3  (2.6) (5.4) (3.5) 7.1  (2.3) 
Margin NA NA NA NA 67.6% (180.1%) 

EPS (per share) 0.17  (0.09) (0.13) (0.07) 0.15  (0.05) 

Source: SeeThruEquity Research 

 
 

Figure 8. Balance Sheet 

Figures in $mn, unless specified FY11A FY12A FY13E FY14E FY15E FY16E 

Current assets 0.6 2.8 0.8 2.1 11.3 9.8 

Intangibles 0.0  0.0  0.0  0.0  0.0  0.0  

Other assets 0.0  0.0  0.0  0.0  0.0  0.0  

Total assets 0.6 2.8 0.8 2.2 11.3 9.9 
Current liabilities 6.4 0.6 0.8 0.4 0.4 0.4 

Other liabilities 0.4  0.4  0.3  0.3  0.3  0.0  

Shareholders’ equity (6.2) 1.8  (0.3) 1.5  10.6  9.5  

Total liab and shareholder equity 0.6  2.8  0.8  2.2  11.3  9.9  

Source: SeeThruEquity Research 
	  

Figure 9. Cash Flow Statement 

Figures in $mn, unless specified FY11A FY12A FY13E FY14E FY15E FY16E 

Cash from operating activities (1.4) (2.1) (2.8) (1.5) 9.1  (1.4) 

Cash from investing activities (0.0) (0.0) (0.0) 0.0  0.0  0.0  

Cash from financing activities 1.9  4.2  0.8  2.9  0.0  0.0  

Net inc/(dec) in cash 0.4  2.1  (2.0) 1.4  9.1  (1.4) 
Cash at beginning of the year 0.2  0.6  2.7  0.8  2.1  11.2  

Cash at the end of the year 0.6  2.7  0.8  2.1  11.2  9.8  

Source: SeeThruEquity Research 
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About AtheroNova, Inc. 

AtheroNova Inc. is a biotechnology company focused on the discovery, research, development and licensing 
of novel compounds to safely reduce or regress atherosclerotic plaque deposits and improve lipid profiles in 
humans. In addition to its lead compound AHRO-001, AtheroNova plans to develop multiple applications for 
its patented and patents-pending therapies in market sectors that include: Cardiovascular Disease, Stroke 
and Peripheral Artery Disease, all of which have been linked to atherosclerosis. Atherosclerosis and its 
related pharmaceutical expenses for these indications cost consumers more than $41 billion annually in the 
United States alone. For more information, please visit www.AtheroNova.com.   
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DISCLOSURE: 
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represent it is accurate or complete, and it should not be relied on as such. All information contained herein is subject to change without notice. This 
report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does 
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Clients should consider whether any information in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, 
including tax advice. Statements included in this report may constitute forward-looking statements within the meAHROng of the Private Securities 
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projects, and internal issues. 
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the shares of the subject company covered in this report.  SeeThruEquity, LLC is not a broker-dealer and does not generate any investment banking or 
commission-based revenue with respect to the securities of the company described herein. 

Our professionals may provide oral or written market commentary that reflects opinions that are contrary to the opinions expressed in this report. The 
price and value of the investment referred to in this report may fluctuate. Past performance is not a guide to future performance, future returns are not 
guaranteed, and a loss of original capital may occur. Certain transactions, including those involving futures, options, and other derivatives, give rise to 
substantial risk and are not suitable for all investors. Our report is disseminated primarily electronically, and, in some cases, in printed form. Electronic 
report is simultaneously available to all recipients in any form. The information contained in this report is not incorporated into the contents of our website 
and should be read independently thereof.  
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