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Risk Level High 
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Last week, DARA BioSciences, Inc. (DARA) filed an amended 
Form S/1 with the U.S. SEC announcing its intension to raise 
up to $20 million in cash over the very near-term. The offering 
will be led by Ladenburg Thalmann and H.C. Wainwright & 
Co. If we assume DARA can get the deal done at $2.00 per 
share – which we believe will be a significant challenge – 
that’s still 10 million new shares, plus another 5 million 
warrants according to the S/1.  DARA seeking $20 million now 
tells us two things: 1) There is no partnership on KRN5500, 
and 2) The commercial business that we originally stood 
strongly behind is going to take a lot longer than expected to 
reach profitability. This is not something we think investors 
should stick around to watch happen. Mea culpa, but DARA 
Bio is not a name we believe investors should own at this 
juncture. 

52-Week High $5.45 
52-Week Low $2.25 
One-Year Return (%) -50.30 
Beta 1.40 
Average Daily Volume (sh) 245,810 
  
Shares Outstanding (mil) 6 
Market Capitalization ($mil) $16 
Short Interest Ratio (days) 1.70 
Institutional Ownership (%) 0 
Insider Ownership (%) 5 

  

Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) N/A 
    Earnings Per Share (%) N/A 
    Dividend (%)   N/A 
  

P/E using TTM EPS N/A 

P/E using 2014 Estimate N/A 

P/E using 2015 Estimate N/A 
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DARA: DARA Raising Cash Again – 
Strategy Baffles… 

ZACKS ESTIMATES 
 

Revenue  
(In millions of $) 

 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2013 0.02 A 0.08 A 0.14 A 0.18 A 0.42 E 

2014 0.22 E 0.40 E 0.65 E 0.90 E 2.17 E 

2015     5.50 E 

2016     9.25 E 
 

 Earnings per Share 
 (EPS is operating earnings before non recurring items) 

 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2013 -$0.55 A -$0.51 A -$0.51 A -$0.38 A -$1.91 A 

2014 -$0.35 E -$0.15 E -$0.14 E -$0.14 E -$0.67 E 

2015     -$0.38 E 

2016     -$0.26 E 
 

 
  

 
 
 

http://www.otcmarkets.com/edgar/GetFilingHtml?FilingID=9927694
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     WHAT’S NEW 
 

  
DARA Files Amended S/1 – Seeks $20M in Cash 
 
Last week, DARA BioSciences, Inc. (DARA) filed an amended Form S/1 with the U.S. SEC announcing its intension 
to raise up to $20 million in cash over the very near-term. The offering will be led by Ladenburg Thalmann and H.C. 
Wainwright & Co. We remind investors that the company just recently raised $6.0 million in February 2014 under 
the previously filed Form S/3. The company exited 2013 with $3.4 million in cash on the books. We model operating 
burn in the first quarter of roughly $2.0 million, meaning that after fees, DARA should have exited the first quarter 
2014 with still nearly $7 million on the books. DARA seeking $20 million now tells us two things: 1) There is no 
partnership on KRN5500, and 2) The commercial business that we originally stood strongly behind is going to take 
a lot longer than expected to reach profitability.  
 
…No Partner For KRN5500… 
 
On February 25, 2014, DARA BioSciences, Inc. announced that the U.S. Food and Drug Administration (FDA) has 
granted Orphan Drug Designation (ODD) to KRN5500 for the parenteral treatment of painful, chronic, 
chemotherapy-induced peripheral neuropathy (CCIPN) that is refractory to conventional analgesics. In our previous 
reports, we note that the target population of approximate 165K patients clearly qualifies KRN5500 under the 
Orphan Drug designation; and, if we assume a price for the drug comparable to branded Lyrica® or Cymbalta®, 
with 25% market penetration, then KRN5500 is a $300 million drug at peak. At the time of the Orphan Drug 
announcement, we told investors that DARA management now has two options on the table: partner it or keep-it for 
themselves and do a Phase 2b study. 
 
A drug that has been granted Orphan Drug designation and Fast Track status with $300 million in peak sales 
should be a highly coveted asset by any specialty pharmaceutical company. Management at DARA had noted 
being in active discussion with potential partners over the past year while the ODD application was pending. We 
had long believed that the granting of ODD solidified partnering interest in KRN5500 because the seven year 
market exclusivity that comes with ODD eliminates any concern by potential partners on a generic substitution 
shortly after launch. We even stated that partnering a drug like KRN5500 could bring in as much as $20 million 
upfront to DARA Bio plus mid-teens royalties on sales.  
 
DARA seeking to raise cash now tells us that there is no partnership for KRN5500 coming. In fact, management 
seems clearly moving forward with running a Phase 2b study themselves. If this study is successful, then perhaps 
DARA will be able to partner the drug for $50 million or $75 million in 2016. However, we do not think it is prudent 
for DARA Bio investors – ones that we have specifically told to buy the stock because of the specialty oncology 
commercial business – to stick around and wait two years while management changes focus and goes back into 
clinical development with KRN5500. This is not the strategy that the company has been pitching to investors over 
the past two years. This is a dramatically different risk profile and one that significantly delays profitability on the 
commercial standpoint. It also creates greater shareholder dilution and a potential distraction from what we believed 
was the primary focus of the company with Soltamox and Gelclair.  
 
New Dilution & A Confounding Strategy 
 
As of DARA’s last Form 10-K and the recent $6.0 million private placement, we estimate the basic share count at 
roughly 8.4 million. There is another estimated 5 million in convertible securities and warrants at or near the money. 
At today’s price of $2.54 per share, the reasonable diluted market capitalization is around $34 million. Raising an 
estimated $20 million is over 40% dilutive to the current shareholders. These are investors that we have specifically 
told to buy the shares because of Soltamox and Gelclair; because of a potential surging top-line and absolutely no 
clinical development costs or risks. That’s not the case anymore. 
 
If we assume DARA can get the deal done at $2.00 per share – which we believe will be a significant challenge – 
that’s still 10 million new shares, plus another 5 million warrants according to the S/1. This is not something we think 
investors should stick around to watch happen. Mea culpa, but DARA Bio is not a name we believe investors should 
own at this juncture. 
 
 

http://www.otcmarkets.com/edgar/GetFilingHtml?FilingID=9927694
http://ir.darabio.com/press-releases/detail/334/dara-biosciences-announces-registered-direct-offering-of-6-0-million
http://ir.darabio.com/press-releases/detail/344
http://www.otcmarkets.com/edgar/GetFilingPdf?FilingID=9746262
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      PROJECTED FINANCIALS 
     
 
DARA BioSciences, Inc. 
Income Statement  
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      DISCLOSURES 
 
The following disclosures relate to relationships between Zacks Small-Cap Research (“Zacks SCR”), a division of Zacks Investment Research 
(“ZIR”), and the issuers covered by the Zacks SCR Analysts in the Small-Cap Universe. 
 
ANALYST DISCLOSURES 

I, Jason Napodano, CFA, 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. I believe the information used for the creation of this report has been obtained from sources I considered 
to be reliable, but I can neither guarantee nor represent the completeness or accuracy of the information herewith. Such information and the 
opinions expressed are subject to change without notice. 
 
INVESMENT BANKING, REFERRALS, AND FEES FOR SERVICE  
 
Zacks SCR does not provide nor has received compensation for investment banking services on the securities covered in this report. Zacks SCR 
does not expect to receive compensation for investment banking services on the Small-Cap Universe.  Zacks SCR may seek to provide referrals 
for a fee to investment banks. Zacks & Co., a separate legal entity from ZIR, is, among others, one of these investment banks. Referrals may 
include securities and issuers noted in this report.  Zacks & Co. may have paid referral fees to Zacks SCR related to some of the securities and 
issuers noted in this report.  From time to time, Zacks SCR pays investment banks, including Zacks & Co., a referral fee for research coverage.  
 
Zacks SCR has received compensation for non-investment banking services on the Small-Cap Universe, and expects to receive additional 
compensation for non-investment banking services on the Small-Cap Universe, paid by issuers of securities covered by Zacks SCR Analysts. 
Non-investment banking services include investor relations services and software, financial database analysis, advertising services, brokerage 
services, advisory services, investment research, investment management, non-deal road shows, and attendance fees for conferences 
sponsored or co-sponsored by Zacks SCR. The fees for these services vary on a per client basis and are subject to the number of services 
contracted. Fees typically range between ten thousand and fifty thousand per annum.  
 
POLICY DISCLOSURES 
 
Zacks SCR Analysts are restricted from holding or trading securities in the issuers which they cover. ZIR and Zacks SCR do not make a market 
in any security nor do they act as dealers in securities. Each Zacks SCR Analyst has full discretion on the rating and price target based on his or 
her own due diligence. Analysts are paid in part based on the overall profitability of Zacks SCR. Such profitability is derived from a variety of 
sources and includes payments received from issuers of securities covered by Zacks SCR for services described above. No part of analyst 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in any report or article. 
 
ADDITIONAL INFORMATION 
 
Additional information is available upon request. Zacks SCR reports are based on data obtained from sources we believe to be reliable, but are 
not guaranteed as to be accurate nor do we purport to be complete. Because of individual objectives, this report should not be construed as 
advice designed to meet the particular investment needs of any investor. Any opinions expressed by Zacks SCR Analysts are subject to change 
without notice. Reports are not to be construed as an offer or solicitation of an offer to buy or sell the securities herein mentioned.   
 
ZACKS RATING & RECOMMENDATION 
 
ZIR uses the following rating system for the  1047 companies whose securities it covers, including securities covered by Zacks SCR:  
Buy/Outperform: The analyst expects that the subject company will outperform the broader U.S. equity market over the next one to two quarters. 
Hold/Neutral: The analyst expects that the company will perform in line with the broader U.S. equity market over the next one to two quarters. 
Sell/Underperform: The analyst expects the company will underperform the broader U.S. Equity market over the next one to two quarters.   
 
The current distribution is as follows: Buy/Outperform- 16.5%, Hold/Neutral- 77.7%, Sell/Underperform – 5.1%.  Data is as of midnight on the 
business day immediately prior to this publication. 

 


