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Research Update

Investors should consider this report as only agla factor in making their investment decision.

Competitive Technologies, Inc. Rating: Specubaé Buy
Juan Noble

CTTC $1.63 — (OTC PK) November 18, 2011
FY2010A Transition Period *(A) 2011E 2012E

Total revenues (in millions) $2.0 $0.2 $3.9 $4.9

Earnings (loss) per share ($0.25) ($0.18) ($0.21) ($0.06)

52 - Week range $2.00 — $0.92 Fiscal year ends: ember*

Shares outstanding as of Nov. 14, 2011 14.3 million Revenue/share (ttm) $024

Approximate float 12.6 million Price/Sales (ttm) 8K.

Market Capitalization $23.2 million Price/Sales 120E 5.5X

Tangible Book value as of Sep. 30, 2011 ($0.03) cePBarnings (ttm) NA

Price/Book NM Price/Earnings (2012)E NA

*Fiscal closing has been changed to December frdgn FY2010 figures are for the year ending Julyansition period is August to December 20£0Eleven
months ending September 30, 2011.

Competitive Technologies, Inc., based in Fairfi€dnnecticut, manufactures the MC5-A pain theragyiak, a transcutaneous electrical modulation
pain reprocessor for the management of pain inguas not sufficiently responsive to drugs and otherapies. The MC5-A is sold to hospitals and

pain therapy clinics. The MC5-A is sold in the bjScontracted commission sales representativesis@as sales are made by distributors.
Maintaining Speculative Buy rating and $2.00 (12-mih) price target.

CTTC's licensed MC5-A pain therapy device treatscar-related and neuropathic pain that afflicts senal
million patients who have failed to find relief. fithe MC5-A penetrates as little as 2% of the esitad target
market, revenue upside could be substantial.

The reorganization of the past few months, the resution of overseas sales and increased experiencthé
US sales force should enable the company to inceesales sharply. A combination of MC5-A sales gaand
margin improvement could potentially make operat®profitable and cash flow-positive by early 2013.

We project a 2011 loss of ($0.21) per share [inchglan arbitration award to the former CEO] on praatt
sales of $3.9 million. For 2012, we project a lafS($0.06) per share on revenue of $4.9 million.

In 3Q11 (results reported Nov. 14, 2031CTTC lost $538,000 million or ($0.04) per share oevenue of $1.2
million. We projected a loss of ($0.04) per share evenue of $820,000. As CTTC's fiscal closingadged in
2011 there is no directly corresponding year-earlguarter but in the quarter ending October 31, 21 the
company lost ($0.08) a share on revenue of $108,000

CTTC's cash position is tight. We project a neext in estimated $3 million in additional financingnh 4Q11.

See disclosures on pages 16 - 18

790 New York Ave., Huntington, N.Y 11743
(800) 383-8464 Fax (631) 757-1333



Competitive Technologies, Inc.
Investment Recommendation
Investment rating — Speculative Buy. $2.00 (12-month) price target.

After significant disruption in its operations if©20, CTTC has regained stability. A reorganizatieduced
overhead costs and the distribution agreement avilrge unproductive overseas dealer was restagttuwith
CTTC's sales effort reorganized, the MC5-A pairrdipy device should gain traction in the months dhea

During the next 12 months, the stock should tradéXaestimated 2012 revenue per share of $0.32@0%per
share. Our target implies year-ahead price apgtfeni potential of 23%.

A comparison group of 140 medical device and ims&mt stocks with market values under $250 millien i
trading at a trailing price to sales multiple, extihg extreme highs, of 7.3X vs. 6.8X for CTTC. rdé& months
earlier, the trailing price to sales multiples floe comparison group and CTTC were, respectiveRX ¥s. 8.4X.

In our view, the stock has considerable longer tepside but its risk profile makes it suitable ofdy highly risk
tolerant investors. If CTTC does not achieve gdameasure of the revenue we have projected, apgilasses
and cash burn could undermine the company’s aldigontinue as a going concern.

Recent Developments

First Sale to US Department of Veterans’ Affair©n October 17, 2011 CTTC announced that it aoldi1C5-A
Scrambler Therapy” medical device to the Veterans Affairs Medical @ernih Jamaica Plain, MA. Penetration
of this market is a key objective for CTTC.

New Overseas Distribution AgreementOn September 21, 2011, CTTC announced thatgrtesi two new
international distribution agreements that havelted in immediate orders for MC5-A medical devicése new
distributors are Ahsan Anaesthetist Ltd., whichl Ww#é responsible for sales in Ireland, and the kedinean for
Technology & Trading SAL Offshore (MTT- Elyssa Huid), which will be responsible for sales in 16 otries
in the Middle East and North Africa.

Overview

Competitive Technologies, headquartered in Faidtfi€lonnecticut, was established in 1968. The compahich
went public in 1984, was managed by a group led ligrmer CEO from 2007 until September 2010, when t
CEO was dismissed. The proxy statement of Marcl2@81 (latest on file) listed the largest shardard as the
Peter Brennan Group (9.4% of outstanding shared)Vditliam L. Waters Ltd. (5.4% of outstanding shate
Directors as a group owned 2.2% of outstandingeshar

CTTC previously offered technology transfer sersicBhe company licensed technologies from clieiitining
licenses or rights to intellectual property on adat array of technologies - life sciences (heattjca&lectronics,
nano science and physical sciences — from univessitcompanies, inventors and patent or intellégiuaperty
holders. Licenses and rights licensed by CTTC faobients were in turn licensed or sub-licensed tst@mers,
including large multinationals seeking to augméeirtproduct development efforts and enlarge thigielines.

Historically, CTTC’s revenue consisted mainly ofatiies which, in most years, were insufficientctiver costs

and expenses. But with the commercialization of M@&5-A, CTTC's revenue from medical device salesldo
enable the company to build a basis for a largg kemm revenue stream. The pain management temnol
licensed by the company in 2007 potentially hasdiivecal utility that would drive broad acceptanae a pain

therapy and underlie substantial revenue upside.
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Competitive Technologies, Inc.

Marketing efforts have been aimed at pain managerokmcians, government healthcare institutiongd an
hospitals. The company has signed distribution eagemts covering overseas markets and establisti@t a
person group of US independent commission salegseptatives. But due to internal turmoil that tedhe
dismissal of CTTC's CEO in September 2010, poofgearance by the company’s largest overseas distripu
and the inexperience of the US sales force, the M @&s unable to establish the traction essendial $ustained
revenue stream.

Sales started to ramp in 2011, reflecting increadtattiveness of reorganized overseas distributioe growing
experience of the US sales force and widening aanep of the MC5-A. Between higher sales and de¢pin
overhead following CTTC'’s 2010 restructuring, lassbould narrow sharply.

Cash burn and working capital needs will have tadered with an additional $3 million in financibg the end
of 2011. We have projected a 4Q11sale of commmrkgb reflect additional financing.

Outlook

Clinical results and early sales suggest impresgotential for the MC5-A. However, significant kles lie
ahead. Limited trials have demonstrated the MC&-@Nnical utility but since it did not have to nidbe FDA's
Pre Market Approval (PMA) requirements, the produas not subject to more rigorous clinical trialata from
which might have established its effectiveness ngorevincingly. The lack of more extensive clinicaita could
delay acceptance of the MC5-A among opinion lead8is could lack of a better understanding of iechanism
of action.

Clinical experience with the MC5-A is limited s@#&tment protocols have to be tested further andeefto a
point where reproducible outcomes can be achiavegécific indications.

In July 2011, the company announced that the Araeridedical Association established a new CPT (@arre
Procedural Terminology) Category lll code to repmrbcedures, such as treatment of chemotherapyéudu
peripheral neuropathy (CIPN), involving companyarptherapy medical device, the MC5-A. The new CBde

is 0278T, for each transcutaneous electrical maodulapain reprocessing treatment (includes placénaén
electrodes). The establishment of this CPT codmuldhenable physicians to more easily identify ME5-
treatments and apply for insurance reimbursemeatedory Il codes are reserved for new and emerging
technologies.

Reimbursement is not yet well established so piatehigh-volume users might be reluctant to makechase
commitments for a $58,000 (in the US) device. CTS hired consultants to assist US customerscurisg
reimbursement for MC5-A procedures but obtainingespread approval could be a slow process. Onealgas
case basis, some US providers have been grantebduesements of $150 to $200 per procedure.

MC5-A Market Estimate

Due to limited clinician experience, the marketttoe MC5-A is not yet well characterized. But metrkstimates
based on available data suggest substantial patteletmand for CTTC’s pain therapy device. Patiegytation

estimates by the Neuropathic Pain Network, MediZind the American Cancer Society point to a contblug

neuropathic and oncologic pain patient populatibalimost 8 million; we would estimate the worldwifigure at

twice that number. Discounting the estimated glabtal by 25% to account for an overlap betweemropathic
and oncologic pain patients, the estimated marketidvbe around 12 million worldwide.

We estimate that around 20% of that market, rou@dy million patients, would be unresponsive toseng
pharmaceutical and device therapies (i.e., theetangirket for the MC5-A). Treatment protocols psld so far
show once-daily treatments for around 10 days, wéhtments repeated as needed to sustain pa@f réhith
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Competitive Technologies, Inc.

four courses of treatment per year, an MC5-A patrevuld be treated 40 times. With each treatmequiring
30 to 45 minutes, a fully utilized MC5-A would exface throughput of around 100 patients per year.

At that rate, treating 2.4 million patients a yaanuld require almost 24,000 MC5-As, an installeddnf valued
at average (of US and overseas sales) net seltingsp representing $465 million in revenue to CTTIE the
company penetrated that installed base estimateeatate of only 2% per year, or less than 500suanitnually,
CTTC would earn roughly $9.5 million in revenue,mathan enough to drive strong profitability.

Projections

Operations For 2011 we project a loss of $3.1 million 00.@L) per share, including a 4Q11 $750,000 litayati
award expense, on product sales of $4.2 millionil&\the arbitration award is being disputed by CTWe are,
for the time being, showing that the award will lggheld. Our 2011 forecast reflects the 4Q11 issmiahcl.5
million common shares.

Our 2011 revenue forecast is based mainly on tleecgal19 MC5-As, including the 53 sold to LEI imet first
quarter. An estimated 75 of the MC5-As sold durthg year will be shipped overseas and sold through
distributors at prices starting at $23,000. Theus® selling price, currently averaging around $80 will be
raised gradually throughout our forecast periotie Tinit cost (of sales) for an MC5-A is around $09, On US
sales, CTTC pays a 10% commission. Our 2011 G&persze projections include around $400,000 in legal
expenses (separate from the arbitration award)inglao a dispute with a former CEO who was diseisi
September 2010.

For 2012, we project a loss of $922,000 or ($0f8)share, on product sales of $4.9 million. Thprovement
in profitability should be based on volume gaingdually rising selling prices, a sales mix tilivard higher
margin US sales, and narrower operating expensginsar Our 2012 revenue forecast is based on tleeota
more than 200 MC5-As, roughly half of which will beld overseas.

Due to increased selling prices and a tilt in tbé2sales mix toward higher-margin US sales, tlsgmargin
should widen to 71.3% from 58.6%. Gross margimgeand a decrease in the operating expense margin
stemming from a reduction in G&A expense (we projexlarge legal fees in 2012) should enable CTd Cut

its operating loss to $922,000 vs. an operating ¢6$52.3 million in 2011.

Finances We project 2011 cash burn of $2.9 million — utthg payment a $750,000 arbitration award to a
former CEO - partly offset by a $518,000 reduciiomorking capital due to increases in payables it partly
offset increases in receivables and inventory.c&ds of $3 million from the 4Q11 sale of commartktshould
cover cash of $2.4 million used in operations amtdase cash by an estimated $557,000 to $1.4miéili the
end of 2011.

Our balance sheet forecasts are based in part @ &@30. Under the supply agreement with the MC5-A
contract manufacturer, CTTC will pay down the antadure to the vendor as each MC5-A is sold. Our rnitwey
projections for 2012 reflect the replenishmentakintory at the rate of 25 to 30 units per quarter.

In 2012, CTTC will use cash of almost $1 million aperations — cash burn of $785,000 and an increfse
$167,000 in working capital due to reductions pagmlio the company’s MC5-A supplier and an increase
receivables, partly offset by a decrease in inugnt@ash will drop by almost $1 million to $394,080the end of
2012.
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2011 Third Quarter and Nine-Month Results

Operations In 3Q11, CTTC lost
$538,000, or ($0.04) per share, @
revenue of $1.2 million. CTTC
sold 22 MC5-A systems during thg
quarter (vs. our projected 20), @
which 2 were placed overseas. A
but two of the systems sold in th
quarter were to US accounts
including US military facilities.
Product sales for 3Q11 totaled $1
million, up sharply from the
October 31, 2010 quarter (close
corresponding year-earlier period
during two MC5-As were sold in
the US.

Starting in 2011 sales, cost @
sales, inventory and receivable
accounting are stated in
conventional terms, as are ol
models. In 2010 CTTC's sales t
foreign distributors were generally
reflected in the cost of sales, 4§
revenue was shown net of the co
of the equipment, which g
produced by a Korea-base
manufacturing partner that dro

ships the equipment to distributors

CTTC’s inventory  formerly
reflected only units stocked tg
support US sales. MC5-As sold t
distributors were not taken into th

n Quarters Ending Nine Months ending
Sep. 30 Oct 30 Sep. 30 Oct. 31
L 2011A 2011E 2010 2011 2010
f Product sales 1,198 820 108 3,337 1,674
|| Cost of product sales 505 240 18 1,484 525
<) Gross profit 693 580 90 1,853 1,149
, Other revenue
Gain on sale of rental assets 35
2 Retained royalties 4 5 7 20 38
Total other revenue 4 5 7 55 38
5t Operating expenses
, Selling expenses 219 72 56 416 287
Personeldirect expenses 431 270 504 1,204 1,498
G&A 601 800 633 2,115 1,703
Total 1,251 1,142 1,194 3,735 3,489
f Operating income (loss) (554) (485) (1,097) (1,827) (2,302)
g Other income (expense)
) Interest expense 9 2 29 s
Other income 9 2 4 31 5
r Unrealized loss on derivatives (15) 17
D Litigation award
Net income (loss) (538) (483) (1,094) (1,843) (2,302)
S
IStAverage shares outstanding 14,255 14,000 13,825 13,995 12,233
Earnings (loss) per share (0.04) (0.04) (0.08) (0.13) (0.19)
d
h Margin Analysis
Gross margin on product sales 57.8% 70.7% 83.2% 55.5% .6%68
" Seling 18.3% 8.8% 52.3% 12.5% 17.19
Personeldirect expenses 36.0% 32.9% 467.0% 36.1% 89/5%
G&A 50.2% 97.6% 586.3% 63.4% 101.8%
D
I Source: Company reports and Taglich Brothers et

company’s inventory.

In 3Q11, the gross profit was up due to highersshlg the margin was narrower due to differencesalas mix.
Selling prices on MC5-s vary according to salesegrents with different customers, causing quaceuarter

variations in gross margins.

Operating expenses were up 5% to $1.3 million damiyto a fourfold increase in selling expense$2@9,000.
Selling expenses increased due mainly to an iner@asommissions on MC5-A sales. Personnel exgensee
down 15% to $431,000 due to reductions in salaies benefits. CTTC's staff was reduced to sevem ft0
employees. G&A expenses decreased 5% to $601@®0ndinly to reductions investor relations expensas
and legal expenses, offset partly by increasesgallfees relating to the former CEO contestingédrmination,
and shipping, postage and delivery costs.

Due to the increase in revenue and gross profit,aaslight reduction in expenses, CTTC’s net loas veduced
by half to $538,000, or ($0.04) a share.

For the first nine months of 2011, the company (§§.13) a share on revenue of $3.3 million.

la thne

months ending October, 2010 CTTC lost ($0.19) aesba revenue of $1.7 million. While the nine-nogtoss
profit was up sharply due to the increase in sdahesmargin narrowed from 68.6% to 55.5% due toipgi and
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sales mix factors.Nine-month operating expense®ased 7% to $3.7 million due mainly to a 24% iaseein
G&A to $2.1 million. G&A expenses increased 24%.1 million due mainly to legal fees relating to a
contesting his termination the former CEO challaggdiis termination, and other legal expenses. Mbease in
legal expenses was partly offset by reductions ant,r consulting fees and investor relations expense
Personnel/direct expenses dropped by 20% to $lldmiue to lower compensation and recruitmentesges.
partly offset by increases in government consulteeg. Selling expenses increased 45% to $41@,060nainly

to an increases in sales commissions.

Due to the increase in revenue and gross profinthe-month loss dropped 20% to $1.8 million; thssl per
share decreased 30% to ($0.13).

Finances In 3Q11, CTTC's cash burn of $481,000 was paifget by a $112,000 reduction in working capital.
Working capital decreased due to an increase ialpay, largely offset by increases in receivablesiaventory.
Cash of $370,000 used in operations was partlyebfig $150,000 in proceeds from a note but casppdm by
$220,000 to $35,000 at the end of 3Q11.

In the first nine months of 2011 cash burn of $hiBion was partly offset by a $1 million decredaseworking

capital stemming from an increase in payables/ypaffset by increases in inventory and receivab(@ash of
$709,000 used in operations and capital expendgitwsze partly offset by proceeds from a note aedettercise
of options. For the nine-month period, cash drogpe522,000 to $35,000.

The MC5-A Pain Therapy Device

In 2007 CTTC acquired worldwide distribution riglttsa non-invasive pain therapy device known vaipas

the ST5, the MC5-A Calmare therapy device and takn@re Pain Therapy medical device. The devicdsrea
chronic neuropathic pain and pain caused by caocecancer therapies by “scrambling” pain messages
transmitted to the brain so that pain signals aaskad. Developed in ltaly, it is CE marked and gasited
510(K) approval by the FDA in 2009 as a transcutaseelectrical modulation pain reprocessor for the
management of pain in patients not sufficienthpoesive to drugs and other therapies. With itatnegulatory
clearance, the MC5-A can be sold in most globaketar

The MC5-A electrostimulation device, shown at rightunted on a cart, ha
five separate channels, dial selectors with fiveresponding channel meters;
indicator lights and an LCD display on which theygilsian can monitor its
operation. Mild electrical impulses are transmitteadugh lead wires from each
independently controlled channel to ECG-type etetds attached to the patient
near the site of the pain.

The intensity of the electric stimulus used to matluand transmit the system's
non-pain information will vary from patient to pait and is adjusted so that the
maximum intensity possible can be sustained withpain or discomfort.
Treatment proceeds only when the patient’s paiapgiears immediately and
completely, indicating that the proper nerve patweas been correctly .. ..
identified. If the clinician is unable to identiflose pathways, a relapse of pain

during treatment is likely. Clinicians agree thmmbper electrode placement is critical to the sssoef the

treatment.

The MC5-A is manufactured for CTTC by GEOMC Cod Lof Korea.
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Competitive Technologies, Inc.
The Targeted Patient Population

The chart below, compiled by Nature Reviews (Aug2@10) using data from the CDC, National Center for
Health Statistics, and a number of medical foumtgti shows the magnitude and breakdown of the falten
market for pain management treatments.

Neuropathic Pain The Neuropathic Pain Network estimates that 105%he US population — 4.6 million people
- suffers from neuropathic pain. Research firm WWkHRmates that by 2018, there will be six millpgople in
the US suffering from major neuropathic pain caodi. Neuropathic pain is a complex, chronic psatesthat is
usually accompanied by tissue injury and is fretiyerharacterized by numbness, a shooting, stingmigurning
pain, and a tingling or shock-like sensation. Widuropathic pain, the nerve fibers themselves neagidmaged,
dysfunctional or injured, sending incorrect sigrtal®ther pain centers. The impact of nerve fibgiry includes
a change in nerve function both at the site ofrinpnd areas around the injury.

Neuropathic pain diagnoses can be difficult to zomfas there are no objective means of determipiaig
source, location, duration and intensity. But wjdekcognized causes include alcoholism, amputation,
fibromyalgia, back, leg, and hip problems, chemipyg, diabetes, facial nerve problems (trigemireairalgia),
HIV infection or AIDS, multiple sclerosis, shinglesd spine surgery. Neuropathic pain often resppodsly to
standard pain treatments and may become more énteses time, potentially causing serious disahility

Oncologic  Pain MediZine’s
Healthcommunities.com points to

574
studies showing that 30% of all cancer| [ Acute] [Cheonic]
patients experience pain, with severity / \ \

increasing as the disease progresses.

Pa.m

. . - Mociceptive Nﬂl. ropathke; ™ 00 |[Vice Maxed
An estimated 90% of patients with / \
advanced cancer suffer severe pain. i L _ _
The American Cancer Society E’*ET‘ET] w

reported US cancer prevalence at 11 |
million in 2006. Extrapolating from .y
the number of 2009 US cancer deaths; o eperative
we surmise that of those 11 million, at
least 565,000 are advanced or late-
stage cases, of whom 510,000 are
suffering severe pain.

Cancer-related pain stems from

several immediate causes: obstructed blood vesselsing poor circulation, bone fracture from meisist
infection, inflammation, psychological or emotionptoblems, side effects from cancer treatments.,(e.g
chemotherapy, radiation) and tumor pressure onrégeneThe most common cancer pain develops as simor
metastasize to the bone. The second most comnuhueiso tumor infiltration of nerves and major ballorgans

in the body cavity. The third most common cancen géems from cancer treatments — chemotherapyatred

or surgery.

Most cancer patients experience both somatic sswkral pain. Only about 15% to 20% of cancer petiesport
neuropathic pain. The different types of pain respdlifferently to the various pain management thiesa
Somatic and visceral pain are both easier to matlage neuropathic pain. Somatic pain is causedhby t
activation of pain receptors either on the bodyidace or in deep (musculoskeletal) tissues. Comoauses of
somatic cancer pain include metastasis in the fmm@&xample of deep somatic pain) and postsurpiial from

a surgical incision (an example of surface pairgej® somatic pain is usually described as dull bingcbut
localized. Surface somatic pain is usually shagoer may have a burning or pricking quality.

Taglich Brothers, Inc.
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Visceral pain refers to the internal areas of tbdybthat are enclosed within a cavity. Viscerahpaicaused by
activation of pain receptors resulting from infiltion, compression, extension, or stretching of tti@racic

(chest), abdominal, or pelvic viscera. Common caaderisceral pain include pancreatic cancer anthstases in
the abdomen. Visceral pain is not well localized enusually described as pressure-like, deep gingee

Cancer-related pain is either acute or chronichdgpe being either tumor- or therapy-relatedcute pain
stemming from tumor growth is best relieved by reimg or reducing the tumor surgically or with raiba. The
duration and intensity of acute pain caused by eatherapy is predictable, as it ends when thénreat is over.
Chronic pain caused by tumor growth worsens aglitease progresses. Efforts to reduce chronicipainde
removal or reduction of the tumor, analgesic drugsjrosurgical anesthetic blocks and behavioralagament.
Examples of chronic cancer pain associated withafiyeare pain after mastectomies or limb amputatigm

increasing percentage of cancer patients suffen ftbronic pain; an estimated one fourth of chraaiocer pain
patients are referred to pain clinics.

While these figures point to vast market potentiagé immediate targets within these patient popmnat are
arguably those who have attempted pain managentiale been responsive to the pharmaceutical evided
therapies already on the market.

A Wide Spectrum of Pain Treatments

A January 2011 report by research firm Global Itdudnalysts projected worldwide pain managementkeia
of $60 billion by 2015, up from BCC Research’smstied $31 billion in 2007. Of that $31 billion, estimated
$29 billion consisted of pharmaceutical; medicalides accounted for the rest.

The MCA-5 aims to treat the neuropathic and ondolgmpin patient populations. These patient poporeti
overlap to a degree but estimates of each runtirganillions. For neuropathic pain, analgesicsaveays the
first course of action, but generally neuropathaminpdoes not respond well to analgesic drug therapy
Pharmaceuticals treatments can range from non4jsgéen acetaminophen and ibuprofen to prescription
NSAIDs, opiates, anticonvulsants and antidepressafiYhen pharmaceuticals are ineffective, pain iapsts
may attempt invasive or implantable device thempoeeffectively manage the pain. Electrical stiaigln of the
nerves involved in neuropathic pain and implantaloley infusion pumps can offer significantly relief

Analgesic drug therapy is the main pain relief metlused for most cancer patients. Around 70% to 90%
cancer patient's pain can be controlled using abamation of non-opiates, opiates, and adjuvant slrug
(anticonvulsants and antidepressants), usuallgvitlg the simple rules of the WHO three-step arsitgdder:
non-opiates for mild to moderate pain, ranging aptcombination of opiates, non-opiates and adjisvéor
moderate to severe pain.

In 10% to 20% of cancer pain cases, anestheticsanwbsurgical procedures are used to manage soarati
visceral pain, both of which tend to be localized avell defined Neuropathic pain does not lend itself to these
treatments. Anesthetics are substances that Ioleales so that they can no longer transmit painassg The
neurosurgical control of pain entails blocking paathways by cutting bundles of nerves in the dpined or
cutting specific nerves that are close to the $moed to interrupt the pain pathway. Neurosurgicanagement
of cancer pain is generally limited to patientshwiinited life expectancies.

Cancer pain management procedures include neurdation, specifically transcutaneous electrical vieer
stimulation (TENS), which reduces pain by electlycatimulating nerve fibers that interfere withipasignals
and by stimulating the production of pain-relieviemdomorphins. Acupuncture, either traditional arenrecent
variants such as laser acupuncture and percutaedmigcal nerve stimulation (PENS), is also uedhe relief
of cancer pain.
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Less well known procedures include diathermy, the af a high-frequency current to generate heasanalate
blood flow in a specific part of the body, and dhgrapy, which dulls pain with cold, e.g. ice packs

Where Does the MC5-A Fit In?

Electrical stimulation systems, also known as ?
neurostimulation devices, range from Medtronic’§"‘iﬁ""‘
PrimeAdvanced® and Restore™ implantables to the
ubiquitous  TENS  system. Medtronic’s
neurostimulation devices treat chronic back pain,
neuropathic pain, and pain in the limbs and
extremities by directing mild electrical impulses

from an implanted generator through electrodes_,
positioned near the spinal cord. These impulsesre fibers‘
relieve the pain by overriding it with a tingling
sensation.

I = "Inlubitory Interneuron”; P = "Projection Neuron"
- = inhibition (blocking). + = excitation (activation)
Source: Erie H. Chudler

TENS therapy is delivered through a small, external

portable battery-powered generator from which eleatimpulses are coursed through electrodes eplam the
skin, either directly over the painful area or attain points along the nerve pathway. Among tlextetal
stimulation devices on the market, TENS is arguétidymost closely related to the MC5-A.

The mechanism of action of TENS is explained byghte-control theory (Melzack and Wall, 1965), sthated
at the right, as follows: in the absence of slirhoth large and small nerve fibers are quiet Hreinhibitory
interneuron (1) blocks the signal in the projectimeguron (P) that connects to the brain. The "gatddsed", so
there is no pain sensed.

. . . . . . Pain Artificial
With non-painful stimuli, mainly the large nervédrs are Input Neuron
activated. Activation of the large nerve fiberssaal (Scramble)
activates the projection neuron (P), but it alsivates the Gonipiex Chistiica
inhibitory interneuron (I) which then blocks theysal in I jeachos Y Dox)
the projection neuron (P) that connects to thenbrahe Feedback +/-
gate remains closed so there is no pain sensed. i) Information Coded

automatization is into Biopotentials
With pain stimulation, small nerve fibers becoméivac reached or the Surface
activating the projection neurons (P) and blockihg | | Jindeessers | [racrcon cramre Receptor
inhibitory interneuron (l). Because activity of the (Nerve Fibres)
inhibitory interneuron is blocked, it cannot blotke
output of the projection neuron that connects wvihib Comples R
brain. So the gate is “open”, and the brain sepsés. ‘ Hatstam E Bscading
TENS aims to stimulate the large diameter nerver§ip
closing the gate and reducing pain. Figure 1. Simplified model of scrambler therapy.

The sensation produced by the electrical stimutatioSemree: Delta Research & Development
appears to "override" the pain messages and mawlatie the body to produce its own natural morpiilke
substance, which minimizes pain.

Since it was developed more than 30 years ago THENs the predicate device on which the MCA-519&K)
clearance was based), has been used to treat awergttype of pain, from mild persistent problesush as sore
muscles to acute postoperative pain. Its most commse, however, is in the treatment of chronicbagk pain,
an application in which the American Academy of MBogy now says TENS is ineffective. Whether TENS
suppresses or overrides pain signals, stimulateduption of natural pain relieving chemicals, omisrely a
placebo effect, it has provided pain relieve in ynanses. Despite questionable effectiveness, TEN&dely

Taglich Brothers, Inc.
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used for pain relief because of its benign sideotéf profile. TENS is non-addictive, non-sedatiaed can be
used indefinitely without the problems associatéti wrolonged use of some pain medications.

Although the MC5-A’s electrical impulses are alsgivkred transcutaneously, its developer, Giuséypagneo,
differentiates its mechanism of action (figureight) from that of TENS. In his view, the pain ®® processes
a high level of information content. As receptoespond to stimuli, they convert chemical, physioal
mechanical events into specific pain informatioheervous system responds to painful stimuli &itange of
reactions that aim to re-establish the stabilityl @guilibrium that have been disrupted. In mostesashis
equilibrium can be rapidly restored. But due te severity of the underlying cause of the painamage to the
nerve, equilibrium cannot always be regained. Cempkactions may modify the original informatiorath
signals the pain, initiating a repetitive procelsattin the case of chronic pain, particularly mpathic and
visceral pain, makes pain treatments ineffective.

These observations highlight the controlling inflae of information on the nervous system’s chareetgon of
pain and its efforts to regulate it. Marineo bedie that the chemical reactions triggered by thequs system in
response to pain stimuli can be manipulated. Kndgéeof the role of the chemical molecules playn@implete
but that role is illustrated by a “black box” modeatk right) in which the input and output are knovat the
internal translation process that takes place withée box is not.

Marineo’s approach to pain management entails camathe “pain” information with artificial “no paf
information in the form of an artificial neuron, dered by an electrical impulse, which behavesad®ain
Scrambler”. This system is able to interfere withnpsignal transmission by inserting a “no-pairgrsil in the
nerve fibers that mask the original pain informatio

Results So Far Are Limited but Increasing Use ShduViden Acceptance

A 2010 study by Smith et al (Massey Cancer Certé&figinia Commonwealth University) evaluated theCst

A as a treatment for 16 cases of chemotherapy-ediperipheral neuropathy (CIPN). The treatmengizim
consisted of one-hour sessions administered daiy ©0 working days. The primary endpoint of thedgt a
20% drop in numeric pain scores after day 10, vweddesed in 15 of the 16 patients. The primary elitpof
CIPN pain score fell by 59% over the 10-day cous$dreatment. Adjusting for the correlations ane th
variability between patients and daily scores, éheras an overall 64% reduction in pain. A dailyatneent
benefit was seen with a significant difference lestwthe pre and post daily scores. Four patiemtsher CIPN
reduced to zero. Some responses have been duriéibeitimaintenance, and some patients had retunomnal
sensation and motor functiofihe study concluded that treatment with M@&5-A appears to dramatically reduce
pain, with no toxicity, in CIPN patients who arer@sponsive to pain medication.

In October 2010 researchers at Virginia Commonweblhiversity Massey Cancer Center started reciitin
patients into a new Phase Il clinical study to este the efficacy of the MC5-A medical device foe treatment
of cancer pain. In addition to addressing chramiemotherapy-induced peripheral neuropathy (CIP&) pnd
numbness, this trial will also evaluate the degi@ility to treat post mastectomy pain, post saigpain, post
herpetic neuropathy, post radiation pain and athesnic pain.

Other less formal evaluations are ongoing. At &y M810 symposium, three academic US cliniciansudised
the use of the MC5-A in their respective practicgbjch consisted of academic pain medicine, camcet
ophthalmology centers. Information presented wegelgt anecdotal and covered relatively few patier@ the
whole, the academic clinicians were in agreemenbake apparent effectiveness of the MC5-A treatnie
reducing pain and restoring functionality in certaases but also cited the need for collecting nemidence
through further study, gaining a better understagddf the MC5-A’'s mechanism of action and develgpin
experience-based treatment protocols.

In what was arguably the most interesting presemtdor its balance and the number of patients ety of
pain conditions treated, an academic pain medidin&ian noted that eight of 14 patients treatdthwhe MC5-

Taglich Brothers, Inc.
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A responded to the treatment, at least for a dirog. The most responsive patients were myofageia cases.
Patients suffering from failed back surgery syndeasrperienced reduction in leg pain but not inlakav) back
pain. Overall, this group of 14 patients did neduce their pain medication and changes in théivigcwere
minimal.

Risks
In our view, these are the principal risks undedyihe stock:
Going Concern IssuesDuring the past several years, revenue has &@ered from several services or products,

none of which have provided a lasting or substhim@me stream. If CTTC fails to achieve substanMC5-A
sales volume, the company may not be able to apmiimbusiness.

Liquidity The company'’s inventory is heavy relative toj@cted sales. Heavy orders were placed a few months
ago as a precaution against disruptions in suppéytd instability stemming from tension betweent8d<orea

and North Korea. If the inventory remains unsadd &n abnormally long period, the tie-up of fundsud
constrict cash flow.

Concentration of RevenuePatent expirations since FY2007 have signifigargduced royalties, the company’s
principal revenue source. CTTC is now largely aejemt on the commercial success of the MC5-A, whihto
overcome significant acceptance hurdles beforaritnake a substantive revenue contribution.

Acceptance Hurdleg/hile electrical neurostimulation pain therapynisvidespread use, the MC5-A is new to the
market. It may have to overcome significant acaept hurdles ranging from “me too” impressionskiepsicism
regarding its clinical utility. As CTTC does naave an established reputation as a medical devécrifacturer
or a technology innovator, the MC5-A may have diffty attracting attention, particularly since tbempany
does not yet have an established field force.

Potential Dilution The sale of common shares to raise capital wdillde the ownership interests of current
shareholders.

Microcap Concerns Shares of CTTC have risks common to the stockgtwranicrocap (which we define as
market capitalizations of $250 million or less) qganies. These risks often underlie stock priceadists from
the valuations of larger-capitalization stocks. Uidity risk, typically caused by small trading fteaand very low
trading volume, can lead to large spreads and Viddtility in stock price. The company has approxiely 12.6
million shares in the float. On average, approxetyat1,000 shares are traded daily.

Miscellaneous Risk§'he company's financial results and equity vahressubject to other risks and uncertainties
known and unknown, including but not limited to quetition, operations, financial markets, regulataisk,
and/or other events. These risks may cause aesults to differ from expected results.

Taglich Brothers, Inc.
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Annual Income Statements
($ 000)
FY2009 —2012E

Transitiona
FY2009A* FY2010A* 201( 2011E 2012E
(5 mos
Product sale 8 1,85: 164 4,16( 4,85(
Cost of product sal 1 51¢€ 28 1,72¢ 1,392
Gross profi 1,337 13€ 2,43¢ 3,45¢
Other revenu
Gain on sale of rental ass 81
Retained royaltie 261 68 12 25 20
Investment incorr 7
Total other revent 26¢ 15C 12 25 20
Operating expens
Selling expenses 494 450
Personel/direct expen: 2,02¢ 2,061 66C 1,55¢ 1,40(
G&A 2,19¢ 2,13¢ 1,16¢ 2,71¢ 2,55(
Restructuring expens 32€
Bad debt expen 40¢
Litgation awart
Patent enforcement (n 2
Total 4,225 4,195 2,564 4,763 4,400
Operating income (loss) (3,948) (2,708) (2,416) (2,301) (922)
Other income/expenses
Interest expen: 3 4 29 38
Other incom 71 7 10 33 8
Unrealized loss on derivativ 17
Insurance recovery (400) 8
Litigation award 750
Net loss (3,480) (2,709) (2,410) (3,065) (952)
Preferred stock dividel (132
Net loss - common sharehold (3,480 (2,542 (3,065 (952
Average shares outstand 8,74( 10,83: 13,82t 14,42 16,48(
Earnings (loss) per shi (0.40 (0.25 (0.18 (0.21; (0.06;
Margin Analysi
Gross margin on product se 92.1% 72.2% 83.1% 58.6% 71.3%
Selling NM NM NM 11.9% 9.3%
Personel/direct expen: NM 111.2% 402.6% 37.4% 28.9%
G&A NM 115.2% 712.6% 65.2% 52.6%

*Fiscal years ended July. Transitional period iggst to December 2010. 2011E and 2012E reflectfiseal

(December) closin

Source: Company reports and Taglich Brothers estis
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Annual Balance Sheets
($ 000)
FY2009 —2012E

Five mos en

FY2008A FY2009A Dec 31, 'l 3Q11A 2011E 2012E
ASSET¢
Current asse
Cash + equivalen 2,231 752 557 35 1,35¢ 394
Restricted cas 75C 75C
Due from facto 46t 50C 60C
Accts receivabl 12C 20C 25 361 692 80¢
Inventory 1,73( 4,23( 3,99( 2,82¢
Prepayments & oth 31¢ 207 78 73 71 66
Total 2,67¢ 1,15¢ 3,14( 5,91« 6,611 4,69¢
Fixed assets (n¢ 262 202 41 29 39 10
Deferred financing cos 40
Other asse 13z 40 15 17
TOTAL ASSETS 3,111 1,401 3,19¢ 5,96( 6,65( 4,70¢
LIABILITIES AND EQUITY
Current liabilitie:
Accts pa 68C 352 14¢ 1,00¢ 397 367
Accts pay - GEOM 1,10¢ 4,081 3,841 2,671
Accruals & othe 75¢ 682 407 68¢€ 357 33C
Note payabl 15C 15C 15C
Derivative liability 132 68 13t 13t
Preferred stock liabilit 75C 37t 37t 37t
Total 1,43¢ 1,03t 2,54¢ 6,36¢ 5,25¢ 4,03¢
Deferred rer 79 81
Preferred stock 61 61 61
Common shareholders' eqt 1,59: 28t 651 (470 1,33¢ 607
TOTAL LIABILITIES AND EQUITY 3,111 1,401 3,19¢ 5,96( 6,64¢ 4,70¢

Source: Company reports & Taglich Brothers estesat

Taglich Brothers, Inc.
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Annual Cash Flow Statements
($ 000)
FY2009 —2012E

5 mos en
FY2009A FY2010A Dec '1( 3Q11A 2011E 2012E
quarter onl

Operating activitie
Net los: (3,480 (2,709 (2,408 (538 (3,030 (914
Security deposit used as rent 40
Reserve for disputed receivables
Write off of prepaid royalties
Depreciation/ amortizatic 61 55 25 4 30 49
Deferred rer 3 (15) (66)
Stock based compensation = opti 68 68
Stock based compensat 244 172 (8) 28 40
Accrued directors' stock compensa 12
Accrued stock contributic (55) (81) 18 40
Bad debt expen 40¢
Gain on sale of rental assets 112 (35)
Unrealized loss on derivative (15) 17
Changes in working capital (305) (1,097) 359 112 1167
Net cash from operatio (3,492 (3,662 a,577 (370 (2,386 (952
Investing activitie
Purchase of rental assets
Capital expenditure (2) (39) (13) a7 (20)
Proceeds from sale of securi
Proceeds from sale of rental as 104 44
Increase in security depo: (2)
Investment in non-public compe
Net cash from investing Q) 65 (13) 24 (20)
Financing activitie
Proceeds - exercise of options/warr 25 10
Proceeds - sale of stc 1,98¢ 3,941 50& 3,00(
Proceeds - issuance of n 40C 15C 20C
Payment of not (50)
Proceeds - issuance of preferred s 35C
Dividend:
Financing cos (140
Deferred finance charg (6) (49)
Net cash from financir 2,00¢ 3,752 1,25¢ 15C 3,16(
Net change in ca: (1,485 15E (335 (220 79¢ (962,
Cash - beginnir 2,23 752 907 25E 557 1,35¢
Cash - endin 752 907 572 35 1,35¢ 394

Source: Company reports and Taglich Brothers et

Taglich Brothers, Inc.
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Price Chart

Taglich Brothers ratings for CTTC (COMPETITVE TECHMOLOGIES IMC)
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Important Disclosures

As of the date of this report, we, our affiliatesy officer, director or stockholder, or any membeér
their families do not have a position in the statkthe company mentioned in this report. Taglich
Brothers, Inc. does not have an investment bankétationship with the company mentioned in this
report and was not a manager or co-manger of dayireg for the company within the last three years.

All research issued by Taglich Brothers, Inc. isdghon public informatiorin April 2010 the company
paid an initial monetary engagement fee of US$2{000Daglich Brothers, Inc. representing payment for
the first month of creation and dissemination cfe@@ch reports, after which the company will pay
Taglich Brothers, Inc. a monetary fee of US$2,080month for such services.

General Disclosures

The information and statistical data contained inénave been obtained from sources, which we believ
to be reliable but in no way are warranted by uwasccuracy or completeness. We do not undertake t
advise you as to change in figures or our viewss T$1not a solicitation of any order to buy orlsel
Taglich Brothers, Inc. is fully disclosed with itkearing firm, Pershing, LLC, is not a market ma&ed
does not sell to or buy from customers on a pridchmasis. The above statement is the opinion of
Taglich Brothers, Inc. and is not a guarantee thattarget price for the stock will be met or that
predicted business results for the company willuoccThere may be instances when fundamental,
technical and quantitative opinions contained iis tieport are not in concert. We, our affiliatagy
officer, director or stockholder or any member it families may from time to time purchase ot sel
any of the above-mentioned or related securitidealysts and members of the Research Department
are prohibited from buying or selling securitiesued by the companies that Taglich Brothers, Ias.an
research relationship with, except if ownership soich securities was prior to the start of such
relationship, then an analyst or member of the &ebeDepartment may sell such securities after
obtaining expressed written permission from Conmuléa

Analyst Certification

I, Juan Noble, the research analyst of this reporthereby certify that the views expressed in this port
accurately reflect my personal views about the subpt securities and issuers; and that no part of my
compensation was, is, or will be directly or indiretly related to the specific recommendations or viegs
contained in this report.

Public companies mentioned in this report

Medtronic (NYSE: MDT)

Taglich Brothers, Inc.
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Meaning of Ratings

Buy - the company is undervalued relative to its madwd peers. We believe its risk reward ratio ghpn
advocates purchase of the stock relative to otfoeks in the marketplace. Remember, with all egsithere is
always downside risk.

Speculative Buy- We believe that the long run prospects of themgany are positive. We believe its risk reward
ratio advocates purchase of the stock. We feel ithvestment risk is higher than our typical “buy”
recommendation. In the short run, the stock magutxgect to high volatility and continue to tradeaatiscount to
its market.

Neutral - We will remain neutral pending certain developise

Underperform - We believe that the company may be fairly valbaded on its current status. Upside potential
is limited relative to investment risk.

Sell - We believe that the company is significantly eadued based on its current status. The futurehef t
company's operations may be questionable and iareextreme level of investment risk relativeeward.

Dropping Coverage— we have discontinued research coverage of thgaony due to termination of research
services, non-payment for such services, or depgadiuthe analyst.

Some notable Risks within the Microcap Market

Stocks in the Microcap segment of the market have amy risks that are not as prevalent in Large-cap, Bie
Chips or even Small-cap stocks. Often it is thesésks that cause Microcap stocks to trade at discots to
their peers. The most common of these risks is liggity risk, which is typically caused by small tradng
floats and very low trading volume which can leadd large spreads and high volatility in stock priceln
addition, Microcaps tend to have significant compan specific risks that contribute to lower valuatiors.
Investors need to be aware of the higher probabilit of financial default and higher degree of finanal
distress inherent in the microcap segment of the nnket.

From time to time our analysts may choose to wilthloo suspend a rating on a company. We continyeildish
informational reports on such companies; howevay thave no ratings or price targets. In generalwill not
rate any company that has too much business ondialauncertainty for our analysts to form an irtwesnt
conclusion, or that is currently in the procesba&ihg acquired.
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