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OCULUS INNOVATIVE SCIENCES, INC. (NASDAQ:CM – OCLS - $1.53) 
Price Target: $3.50 Rating: Speculative Buy 

 
COMPANY SNAPSHOT INVESTMENT HIGHLIGHTS 
  
Oculus is a healthcare company noted for its safe and 
effective tissue care products based upon the Microcyn® 
Technology platform which significantly reduces the need for 
antibiotics while reducing infections and accelerating healing. 
The Microcyn® Technology addresses the need for improved 
solutions in dermatology, oral care, cosmeceutical, wound 
care and other markets. It features a biocompatible, shelf-
stable solution that is currently approved and commercialized 
in many of the world’s largest markets. Several solutions 
derived from this platform have, in various studies, 
demonstrated the ability to treat antibiotic-resistant strains of 
bacteria (including MRSA and VRE), viruses; increase blood 
flow to the wound site; and reduce both inflammation and pain 
while assisting in faster wound closure. 

 
KEY STATISTICS 
 
Price as of 8/2/11 $1.53 

52 Wk High – Low $2.65 – 1.41 

Est. FD Shares Out. 26.5M 

Market Capitalization $40.5M
3 Mo Avg Vol 66,000 

Exchange NASDAQ:CM 

 
COMPANY INFORMATION 
 
 
Oculus Innovative Sciences, Inc. 
1129 North McDowell Blvd. 
Petaluma CA 94954 
707-283-0550 
www.oculusis.com 
 
Investor Relations: 
dmcfadden@oculusis.com 
 

Update Summary 
 
On Thursday, August 4th, after the close, Oculus is slated to 
release 1Q12 results, for the period ending June 30, 2011. 
 
While we expect results to be in line with our expectations, 
we believe investors should focus on the Company’s 
current positioning and trends, as Oculus is in great 
shape to achieve its objectives. 
 
Our Forecasts 
 
Our model calls for $2.975 million in revenue and a loss per 
share of ($0.05). We expect a blended gross margin of 
around 66%, which would be an improvement of 40 basis 
points from the full-year results for fiscal 2011. Revenue will 
likely be driven by the typical channels and we project that 
the geographic and product line source revenue mix will shift 
beginning in 2Q12. This is a direct result of the recently 
increased royalty rate to 30% from 20%, for Innovacyn. 
 
Platform Positioning 
 
We believe that Oculus is in great shape. The current 
platform is a proven anti-infective technology that reduces 
the need for antibiotics. The technology is buoyed by the all-
encompassing agreement with AMNEAL which will likely 
bring quantifiable results, beginning later this year. New 
offerings such as Puracyn through Innovacyn, new 
partnerships, meaningful commercial activity in China, and 
the likely shift of current pending clearances to 510(k) 
clearance status for 1 or more products will only enhance 
Oculus’ positioning.  The pending products include Scar 
HydroGel, Allergen Shield HydroGel, and Oral indications.  
  
To enhance its already diverse channels, Oculus recently 
announced a multi-year licensing agreement with Eloquest 
Healthcare, a wholly owned subsidiary of Ferndale Pharma 
Group, Inc., to market multiple Microcyn-based products in 
the United States under the Eloquest Healthcare brand, 
including Oculus' negative-pressure wound therapy solution 
and prescription wound care line. Marketing is slated to 
begin in early 2012.  

http://www.oculusis.com/
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Technology 
 
Oculus is well-positioned to become the global standard of care for the treatment and irrigation of open wounds and 
skin care. The Company’s highly effective anti-infective technology fills a serious need in the dermatology, oral care, and wound 
care markets.  
 
Oculus is noted for its safe and effective tissue care products based upon the Microcyn® Technology platform which significantly 
reduces the need for antibiotics while reducing infections and accelerating healing. The Microcyn® platform technology 
generates stable, highly efficacious pH-neutral products based on the science of hypochlorous acid (HOCl), and is found only in 
trace amounts in the Oculus products. There have been some misleading reports regarding this HOCI concentration, which is 
also found in household bleach. Thus, investors could erroneously infer that the technology is nothing more than a bleach-based 
product, rather than complex chemistry in which Oculus has generated the only stable, non-toxic HOCI in a bottle.  

The reports refer to an OCLS licensee’s FDA-approved drug-like efficacy claims although it is approved for sale as a medical 
device offering. We should note that this licensee’s offering and issues have no direct or indirect bearing on OCLS whatsoever, 
as this product provides negligible royalty streams to OCLS. 

Financial Positioning 

Oculus may be in the best financial position in many years. First, revenue from diversified sources is being generated 
at high growth rates. The Innovacyn line, effective July 1, will now generate 50% higher royalty rates, and new offerings 
down the line provide additional and diverse revenue streams. 

Importantly, the Company just enhanced its cash flow positioning via a recent loan and security agreement whereby the 
Company can borrow up to a total of $2.5 million, in two tranches. Oculus has already borrowed $1.5 million and if it meets 
certain milestones, has access to an additional $1.0 million.  According to the recently filed 8-K, the cash interest rate is 10%, 
with nine months of interest-only payments, to be followed by 30 months of a fixed principal and interest payment and a balloon 
payment at  a13% rate.  Warrants are also attached to this agreement, including one warrant to purchase 226,325 shares at a 
price of $1.657 per share. 

In our view, Oculus’ shares represent a tremendous opportunity for investors and that the stock is worth $2.25 today, or 40% 
higher than Friday’s closing price. With its projected hockey-stick type growth and upcoming milestone events, we believe that 
OCLS can reach $3.50 in the next 6 months. Our preliminary 12-month target is $5.00. We forecast 40% growth in revenue this 
year and 78% next year, plus meaningful operating profitability. Our methodology is based on a conservative 5x revenue 
multiple on estimated forward 12-month revenue forecasts. In addition, when valuing the Company based on operating income 
excluding non-cash compensation, FY13 results could appear to be stellar. 

We rate these shares Speculative Buy. 
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Analyst: Robert Goldman 

Rob Goldman has 20 years of investment and company research experience as a senior research analyst and as a 
portfolio and mutual fund manager. During his tenure as a sell-side analyst, Rob was a senior member of Piper Jaffray's 
Technology and Communications teams. Prior to joining Piper, Rob led Josephthal & Co.'s Washington-based Emerging 
Growth Research Group. In addition to his sell-side experience Rob served as Chief Investment Officer of a boutique 
investment management firm and Blue and White Investment Management, where he managed Small Cap Growth 
portfolios and The Blue and White Fund.  
 
Analyst Certification 

I, Robert Goldman, hereby certify that the view expressed in this research report accurately reflect my personal views 
about the subject securities and issuers. I also certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the recommendations or views expressed in this research report. 
 
Disclaimer 

This Opportunity Research report was prepared for informational purposes only. Goldman Small Cap Research, (a 
division of Two Triangle Consulting Group, LLC) produces research via two formats: Goldman Select Research and 
Goldman Opportunity Research. The Select product reflects the Firm’s internally generated stock ideas while the 
Opportunity product reflects sponsored research reports. It is important to note that while we may track performance 
separately, we utilize the same coverage criteria in determining coverage of all stocks in both research formats. While 
stocks in the Opportunity format may have a higher risk profile, they typically offer greater upside as well. Goldman Small 
Cap Research has been compensated by a third party in the amount of $9,000 for a research services subscription.  The 
Firm does not accept any equity compensation. All information contained in this report was provided by the Company. Our 
analysts are responsible only to the public, and are paid in advance to eliminate pecuniary interests, retain editorial 
control, and ensure independence. Analysts are compensated on a per report basis and not on the basis of his/her 
recommendations. 
 
The information used and statements of fact made have been obtained from sources considered reliable but we neither 
guarantee nor represent the completeness or accuracy. Goldman Small Cap Research did not make an independent 
investigation or inquiry as to the accuracy of any information provided by the Company, or other firms. Goldman Small 
Cap Research relied solely upon information provided by the Company through its filings, press releases, presentations, 
and through its own internal due diligence for accuracy and completeness. Such information and the opinions expressed 
are subject to change without notice. A Goldman Small Cap Research report or note is not intended as an offering, 
recommendation, or a solicitation of an offer to buy or sell the securities mentioned or discussed. 
 
This report does not take into account the investment objectives, financial situation, or particular needs of any particular 
person. This report does not provide all information material to an investor’s decision about whether or not to make any 
investment. Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks 
mentioned. Neither Goldman Small Cap Research, nor its parent, is registered as a securities broker-dealer or an 
investment adviser with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. 
 
ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, 
OR REPRESENTATIONS OF ANY KIND. TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, TWO 
TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, 
RELIABILITY OR TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, 
INCIDENTAL, SPECIAL OR PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY 
YOU OR ANYONE ELSE (INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, 
TRADING LOSSES, AND DAMAGES THAT MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF 
THIS INFORMATION). TO THE FULLEST EXTENT PERMITTED BY LAW, TWO TRIANGLE CONSULTING GROUP, 
LLC WILL NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT 
LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRESENTATION OF 
INFORMATION. 
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