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Headquartered in Yonkers, New York, Advanced Viral Research Corporation 

(OTCBB: ADVR) is a development-stage company engaged in the research and 

development of biopharmaceutical products for viral and other diseases. The 

Company was incorporated in Delaware in July 1985 to engage in the develop-

ment, production, marketing, promotion and sale of a pharmaceutical drug 

known as Reticulose.  Reticulose is the predecessor to the Company’s current 

principal drug, AVR118.   AVR118 is a complex mixture of peptides, amino acids, 

nucleosides, nucleotides acid bases, and possesses immunomodulatory activity.   

 

Advanced Viral Research Corporation is currently in the development stage and, 

as yet, has not generated any material operating revenue since its inception. The 

Company’s ability to generate operating revenue primarily depends on its suc-

cess in obtaining approval from the Food and Drug Administration (FDA) for the 

commercial use and distribution of AVR118.  Advanced Viral Research Corpora-

tion currently operates from its headquarters in Yonkers, New York, where it has 

a 17,650 square foot facility for research laboratory facilities, quality control labo-

ratories, executive offices, and a production facility designed to produce pharma-

ceuticals to cGMP standards.   

Readers are urged to review all disclosures at the end of this report. 
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Advanced Viral Research Corporation’s principal product, AVR118, 

is currently in Phase II clinical trials. It is a biopolymer, which pos-

sesses immunomodulatory activity expected to be of use in the treat-

ment of several diseases and conditions, including: 

• Various conditions associated with cancer 

• Cachexia, or body wasting, in patients with acquired immune 

deficiency syndrome (AIDS) and cancer 

• Human immunodeficiency virus of HIV including AIDS as a 

combination therapy 

• Type 2 Diabetes 

• Human pappilloma virus (HPV) 

• Rheumatoid arthritis      

 

Advanced Viral Research currently holds a diverse and sizable patent portfolio consisting of thirteen 

U.S. patents, two Australian patents, one Mexican patent, one Israeli patent, and two patents in China.  

These patents are related to the usages of AVR118, including its use in the topical treatment of skin dis-

eases and eye afflictions.  Specifically, AVR118 may be used for the treatment of genital herpes and shin-

gles; the treatment of basal cell carcinoma; the treatment of anemia associated with chronic renal failure; 

chemotherapy and HIV therapy; combination therapy for HIV; the treatment of lupus; and the treatment 

of rheumatoid arthritis. In addition to the issued patents, the Company also has nine patent applications 

pending with the U.S. Patent and Trademark Office (PTO) and 30 pending foreign patent applications.  
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Advanced Viral Research Corporation’s proprietary technology — AVR118 (which is the reformulated 

version of Reticulose) –- is a peptide-nucleic acid complex with unique amino acid sequences.   The 

Company’s flagship drug represents a new variety of biopolymer chemistry, and also possesses novel 

immunomodulator activity. This non-toxic peptide-nucleic acid has shown no indication of human 

toxicity and appears to stimulate the proinflammatory response required to combat viral infections 

including AIDS, and the human papilloma virus.  It also may reduce aberrant autoimmune-type 

inflammatory responses associated with conditions such as rheumatoid arthritis. 

 

The drug is currently under study and has shown the capability to mitigate the toxic side effects caused 

by drugs utilized in the treatment of HIV infections, and chemotherapeutic drugs used in cancer 

treatments. AVR118 is extremely stable and is highly resistant to both nucleases and peptidases, which 

to date have shown no indication of toxicity in humans. 

 

Studies have proved that the agents (peptides, amino acids, nucleosides, nucleotides, and nucleic acid) 

present in AVR118 stimulate the production of cytokines and chemokines in 

cell cultures and also lower the expression of cytokines and chemokines on cell 

surfaces. It is a well-known fact that cells of the immune system communicate 

with each other by releasing and up taking cytokines and chemokines. A 

Cytokines and chemokines imbalance is involved in the progression of chronic 

viral infections, the wasting process seen in cancer patients and autoimmune 

diseases like rheumatoid arthritis. Advanced Viral Research Corporation 

believes that AVR118 can be employed in treating these diseases. The 

Company is currently targeting therapeutic uses of AVR118 that could allow 

the Company to take advantage of FDA programs for accelerated drug 

approval.   

 

AVR118 is currently undergoing the following research and trials: 

 

• Phase II Cancer Study — Advanced Viral Research is currently recruiting patients to examine the 

safety, tolerability, and efficacy of AVR118 in advanced cancer patients who are suffering from 

symptoms of this progressive disease. The FDA allowed an IND application for Phase II study in 

December 2004. 

 

• Phase I Study on Type 2 Diabetes — The Company is currently also recruiting patients for a Phase 

1 study in Type 2 Diabetes. 

Products 
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 • In-Vitro Testing on Avian Flu — In December 2005, Advanced Viral Research performed in-vitro 

testing for the efficacy of AVR118 on the H5N1 hybrid strain of the avian flu. AVR118 displayed pre-

liminary and limited in-vitro activity against the avian flu. As a result, the Company is now consider-

ing further study in humans.  Given the recent concern of a potential pandemic, this indication may 

hold the most immediate promise for Advanced Viral Research.  In addition, AVR118 (known as Re-

ticulose in the 1960’s) was listed in the Physicians Desk Reference (PDR) as a treatment for Type A In-

fluenza and broadly used by the medical world at the time (see Drug History). 

 

• In-Vitro Receptor Testing — AVR118 is currently also being tested in-vitro to clarify and elaborate 

on the drugs binding to various receptors in the body. This would help to understand the mechanism 

of the drug action. 

 

• Phase I/II Clinical Trials of AVR118 in Patients with AIDS — The Company has successfully 

completed the Phase I/II Clinical trials of AVR118 in patients with AIDS. The clinical trial was con-

ducted in the Kaplan Medical Center in Israel, where a total of 30 cachectic patients with AIDS wasting 

were tested with AVR118. All patients administered with the drug in different dosages showed im-

provement in weight, strength, BMI and calf circumference, with significantly more improvement in 

those who were administered higher dose levels. 

 

• AVR118 in Treating Anorexia –- 29 of the 30 patients had anorexia before beginning treatment 

with AVR118. Anorexia resolved in a dose-related fashion, with all patients at the highest dose becom-

ing anorexia-free after three weeks of treatment. Benefits appeared to continue beyond the end of dos-

ing, with all patients being free from anorexia four weeks after receiving the last dose of AVR118.  

Spontaneous patient comments were recorded and reflect widespread, dose-related improvements in 

quality of life. 
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   Company History 

Dr. Vincent LaPenta, a well-known surgeon and biochemist developed Reticulose (currently referred to 

as AVR118) in 1934. In the early 1940s, Dr. LaPenta incorporated Chemico Laboratories Inc, which pro-

duced Reticulose and distributed it locally for the treatment of various viral diseases. From 1960 to 

1962, Chemico Laboratories entered into an exclusive distribution contract for the drug with Phillips 

Roxane Company. The drug was listed in the PDR (Physicians Desk Reference) and over one million 

ampules of Reticulose were administered to patients with efficacy well-established by the medical 

community. There were no reports of toxicity nor side effects during the drug’s broad use.  Indeed, 

many physicians used Reticulsoe (off label) for other viral conditions such as herpes zoster (shingles), 

hepatitis, and the Epstein Barr Virus (EBV). The FDA had also given Reticulose a GRAS (Generally Re-

garded as Safe) identity and the drug was being accepted in treatment. However, with stricter guide-

lines incorporated for new drug approvals in 1962, the FDA reclassified Reticulose as a new drug and 

cancelled its previously granted GRAS label. 

 

With this change, even The Phillips Roxane Company decided that it no longer had the funds to per-

form the demanding studies which were required by the new FDA laws.  Chemico, which was in a po-

sition to undertake the studies on its own, began searching for a foreign company that would develop 

the drug to sell in a foreign market where FDA approval was not required. In 1965, the company 

merged with Key Pharmaceuticals and a manufacturing facility was established in Freeport, Bahamas. 

Thereafter, Key Pharmaceuticals merged with a Hong Kong based company, which, due to some other 

difficulties, broke the contract with Chemico Laboratories. In 1984, an ex-employee from Key Pharma-

ceuticals purchased the rights to Reticulose and arranged for a lease-purchase agreement for the manu-

facturing facility with the owner. Both of them together formed Advanced Viral Research Corporation 

in 1985.           
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There are numerous investment highlights with Advanced Viral Research Corporation, which make 

the Company a compelling growth story.  Some of the positives associated with the Company have 

been discussed below:  

 

 

Use of AVR118 in Avian Bird FluUse of AVR118 in Avian Bird FluUse of AVR118 in Avian Bird FluUse of AVR118 in Avian Bird Flu 

Advanced Viral Research Corporation has reported that initial clinical trials conducted on the use 

of AVR118 on H5N1 Avian Influenza (Bird Flu) has reported positive results and further research 

would now be conduced on in-vivo (Human) testing. The potential threat of another bird flu pan-

demic has led several companies to now promote drugs as a cure against bird flu. [It must be noted 

that AVR118 was primarily developed as an anti-viral drug and has been on the market for almost 

three decades.  It has had a blemish-free record as a safe treatment for Herpetic disease, encephali-

tis, generalized vaccine, virus infectious hepatitis, Asian influenza, mononucleosis, viral pneumo-

nia, chicken pox, and measles before the FDA (in the early 1960s) reclassified the drug as a “new 

drug” as a result of the changes in the approval for pharmaceuticals.]    

 

The history of the drug -- in addition to its significant anecdotal efficacy with influenza --suggests 

that AVR118 could turn out to be a strong potential candidate for the Bird Flu. AVR118 would not 

be used as a vaccine for the flu, but to reduce the severity of the disease once contracted.  The fed-

eral government is currently taking a proactive position and has allocated millions of dollars to 

tackle the bird flu pandemic. In line with this, the government has also been stockpiling antiviral 

medications. Advanced Viral Research Corporation holds significant upside potential if it is suc-

cessful in getting the government to test AVR118 against the Bird Flu.    

 

 

Use of AVR118 in Wound HealingUse of AVR118 in Wound HealingUse of AVR118 in Wound HealingUse of AVR118 in Wound Healing 

Recently, Advanced Viral Corporation obtained a foreign patent from the WIPO for the use of 

AVR118 in wound healing. Though the Company has been awarded with several patents in the 

past, of particular note is that a wound-healing drug could be of significant interest to the govern-

ment, especially the Department of Defense. If the FDA approves the drug for wound healing, it 

would in all likelihood also be utilized as a topical (skin) application. Another lucrative application 

would be for the enhanced healing of scarring during Caesarean birth.  We are optimistic that the 

Company will proceed with the application and file an IND with the FDA in the near future. Ap-

proval here would open another avenue for the use of AVR118.   

 

Investment Highlights 
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Clinical TrialsClinical TrialsClinical TrialsClinical Trials 

Advanced Viral Research is currently undertaking two active clinical trials, 

testing AVR118 to examine its safety, tolerability, and efficacy in patients with 

advanced cancer and in Type 2 Diabetes. Both cancer and diabetes are poten-

tially huge opportunities, representing markets of well over a billion dollars 

annually.  Hence, favorable results in either of these trials should be a very 

positive catalyst for the Company’s stock price. The firm anticipates that suc-

cessful FDA trials could help the Company to potentially generate between 

$2.2-$3 billion annually from cancer treatments and more than $3.5 billion a year from Type 2 Dia-

betes treatments. The Avian Bird Flu represents another estimated $4 billion market opportunity if 

a pandemic was ever to be realized.  A significant point to be made here is the very real possibility 

of a large Pharmaceutical or Biotech firm consummating a collaborative partnership or equity posi-

tion with the Company once trial results are revealed. 

 

Safety and Efficacy of AVR118Safety and Efficacy of AVR118Safety and Efficacy of AVR118Safety and Efficacy of AVR118 

The primary reason why drugs fail to receive FDA approval is the unacceptable safety profile of 

the compound.  Traditionally, development-stage biotech companies research thousands of com-

pounds before coming across a promising one, which is then advanced to the pre-clinical testing 

stage. If pre-clinical testing shows potential, the Company goes ahead and files an IND with the 

FDA. The IND, once approved by the FDA, can then advance the drug to clinical trails on humans. 

In this case, Reticulose (predecessor of AVR118) has already been used in over one million humans 

and continues to be in active usage. This leads to increased confidence that the drug will not show 

any unacceptable safety concerns. Additionally anecdotal data from both the current and past drug 

usage further supports its efficacy. If AVR118 had undesirable side effects, concerns likely would 

have surfaced from previous trials. Further, the drug is backed by initial clinical trials, which sup-

ports its efficacy based on the completed results from the Phase I/II trials conducted in Israel.     

 

 Strong Balance Sheet Position Strong Balance Sheet Position Strong Balance Sheet Position Strong Balance Sheet Position 

Advanced Viral Research is backed by a strong balance sheet and has over $4 million of liquidity 

according to a recent 10-K filing. The current financial position appears to be sufficient to support 

operations for the next 1-1.5 years. Other small development stage biotech companies generally 

have funds to support operations less than one year. Hence, we can estimate that the Company’s 

financial position is adequate with sufficient cash in hand to meet its operating costs in the near-

term.     
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Target for Acquisition or PartnershipTarget for Acquisition or PartnershipTarget for Acquisition or PartnershipTarget for Acquisition or Partnership 

The acquisition of small development-stage companies with drugs in Phase I/II clinical trials by 

large pharmaceutical companies is becoming a common phenomenon.  A recent change in laws has 

enabled pharmaceutical companies to repatriate funds from the foreign markets back to the US 

with very favorable tax laws. It is currently estimated that large pharmaceutical companies may be 

repatriating funds in the range of $80-$90 billion. As a result, these companies have all planned ac-

quisitions of and/or partnerships with smaller pharmaceutical companies.  A majority of these ac-

quisitions are expected to take place in late 2006 and 2007. 

 

Though at this stage it would be difficult to forecast whether Advanced Viral Research is a likely 

acquisition candidate, if the Phase II cancer trial reports yield positive results, the Company would 

surely increase its attractiveness as a potential acquisition candidate.  

 

Our outlook for the medical drug industry is positive, as there exist strong secular growth drivers 

that power the pharmaceutical industry. Namely, an aging population and enormous research and 

development efforts are helping to bring new and better drugs to the market. Advanced Viral Re-

search Corporation’s proprietary drug compound — AVR118 — primarily is being tested for its po-

tential usage in the cancer, diabetes, and bird flu industries. We now look at each of these diseases 

and their market sizes individually  

 

 

Cancer  Cancer  Cancer  Cancer      
    

Cancer amongst human beings is increasing at a rapid rate and the emergence of effective drugs from 

the research and development pipeline may lead to the cancer drug market growing to $30 billion a 

year globally by 2025. The world market for cancer therapies currently exceeds $22 billion and contin-

ues to grow at a rapid rate. Over 10 million people around the world have been diagnosed with cancer 

in 2004. By 2010, this number is expected to exceed well above 15 million.  It is estimated that over 12% 

of annual worldwide deaths are caused by cancer.  Advanced Viral Research can benefit from this im-

mense market potential, if it can achieve FDA approval. The generic cancer market was worth was 

over $1.3 billion in 2004, and is set to grow at a CAGR of 24.3%, reaching $10.9 billion by 2014.  
 

 Industry Analysis 
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Type 2 DiabetesType 2 DiabetesType 2 DiabetesType 2 Diabetes  
 

There is estimated to be more than 150 million diabetics worldwide, 

with approximately 90% suffering from Type 2 diabetes. As estimated, 

5-6% of the US population (around 16 million people) suffers from Type 

2 Diabetes. In 2004, the global sales of anti-diabetics were worth more 

than $13 billion, which grew by 12% over the previous year. This market 

is expected to grow to over $30 billion by 2014. Type 2 Diabetes is a 

metabolic disorder in which the insulin secretory response to glucose 

becomes impaired together with its effectiveness to stimulate glucose 

uptake by skeletal muscles and to restrain hepatic glucose production, all of which combine to pro-

duce raised blood glucose levels. Type 2 Diabetes is often part of a metabolic syndrome including obe-

sity, elevated blood pressure, and high levels of blood lipids. More than 80% of people diagnosed with 

Type 2 diabetes have been found to be overweight.     

 

 

Bird FluBird FluBird FluBird Flu    

 

The devastating Spanish flu epidemic of 1918, which killed more than 100 

million people, was caused primarily due to the shutting down of the im-

mune system in human bodies. The current global spread of H5N1 (or 

Avian Bird Flu) is now leading to grave concerns that it could result in a 

similar pandemic. The threat of an influenza pandemic and bio terror at-

tacks have led researchers and government agencies to pursue creative 

alternatives to establish vaccines and antiviral treatments.  

 

Since influenza viruses can develop resistance to antiviral treatments over time, new antivirals would 

be needed to fight the Avian Bird Flu. The US government has committed $200 million to the develop-

ment of antivirals. In addition to stockpiling antivirals, an additional $162 million has been earmarked 

for procuring essential medical supplies for a pandemic. AVR118 shows promise to be a strong poten-

tial candidate as a drug for antiviral stockpiling given its past history, stability, long shelf life and no 

refrigeration needs.   
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The pharmaceutical drug industry is highly competitive with several companies currently engaged in the devel-

opment of novel drugs targeting the same diseases as the Company’s primary drug AVR118.  Management is 

aware that there could be several drugs currently under development that may become available in the near 

future for the treatment of cachexia, conditions associated with cancer, HIV, Type 2 diabetes, HPV and other 

viruses, and rheumatoid arthritis. As a result, Advanced Viral Research is expected to face intense and increas-

ing competition with the introduction of new products in the market.  

 

In addition to the anticipation of the introduction of new competitive products, several products are currently 

marketed for the treatment of cachexia, including Megace oral suspension (manufactured by Bristol-Myers 

Squibb) and Serostim (marketed by Serono Laboratories, Inc.).  Several other products, which are currently be-

ing marketed or are in the advanced stages of clinical development for the treatment of diabetes, include me-

formin, sulfonylureas, Byetta, Avandia, Prandin, Symlin, and a number of combination medicines. These prod-

ucts would present significant competition to AVR118 if any of the drugs were approved for usage in the treat-

ment of diabetes. The primary competition would revolve around product performance and price with a num-

ber of pharmaceutical companies based both in the U.S. and abroad.        

 

Below is an overview of other biotech companies that are currently engaged in drug developments at stages 

similar to Advanced Viral:   

 

Zonagen, Inc.   

 

Zonagen, Inc. (ZONA) is a development-stage company engaged in the devel-

opment of drugs to treat hormonal and reproductive system disorders. Its lead 

product — Proellex, is an orally available molecule compound that is being 

developed by Zonagen to treat uterine fibroids and endometriosis. The com-

pany’s second primary drug,  Androxal, is an orally available small molecule 

compound, which would be utilized to treat testosterone deficiency in men. Zonagen was founded in 1987 and 

is based in Woodlands, Texas.   

 

XTL Biopharmaceutical, Ltd.  

 

XTL Biopharmaceuticals, Ltd. is a development-stage biopharmaceutical company engaged in the development 

of a therapeutic pipeline for the treatment of infectious diseases. The company primarily focuses on the devel-

opment of drugs, which can be used to prevent and treat hepatitis B and C. The company’s products include 

HepeX-B (being developed to prevent reinfection in liver transplant pa-

tients), XTL-6865 (being developed to prevent the hepatitis C virus), and 

XTL-2125 (for the treatment of chronic hepatitis C). The company formed in 

1993 and is headquartered in Rehovot, Israel.     

 Competiton 
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 Medivation, Inc. 

 

Medivation, Inc. is a development-stage company engaged in the acquisition, development, and sale of 

biomedical technologies in the early-development stage of the research and development process. The 

company’s product portfolio is comprised primarily of three drugs — Dimebon (for the treatment of 

Alzheimer’s disease), Dimebon (for the treatment of Huntington’s disease), and MDV300 Series com-

pounds (for the treatment of hormone-refractory prostate cancer). The company founded in 2003 and 

is headquartered in San Francisco, California.   

 

Medicure, Inc. 

 

Medicure, Inc. is a development-stage company engaged in the discovery 

and development of cardiovascular therapeutics. The company is primarily 

developing MC-1 (which is used to treat injury from blockages of blood to 

the heart and the brain, as well as to prevent injuries from ischemic reperfusion injury) and MC-4232  

(a drug that combines the cardio-protective benefit of MC-1 with an ACE Inhibitor for the treatment of 

diabetic patients with hypertension and related cardiovascular problems). The company was founded 

in 1997 and is based in Winnipeg, Canada.     

 

CytRx Corporation  

 

CytRx Corporation is a biopharmaceutical research and development-stage 

company, engaged in the development of human therapeutics primarily in 

the area of small molecule and ribonucleic acid interference. The company 

owns three clinical stage compounds based on its small molecule and ribonucleic acid interference. 

CytRx Corporation was founded in 1985 and is based in Los Angeles, California.  
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Valuing a pre-clinical company like Advanced Viral Research Corporation is always a challenging 

task. Given that future revenues are largely uncertain, future valuation is subject to a high level of esti-

mation. Since there is no guarantee of either when, or if the company will be able to begin a successful 

commercialization of AVR118, we have attempted to value the stock based on the market capitaliza-

tion commanded by similar companies.  Details of each firm’s market capitalization along with the 

number of drugs in different phases of clinical trials has been presented below:  

 

 

 Financial Outlook 

Company NameCompany NameCompany NameCompany Name 
Stock Stock Stock Stock 
SymbolSymbolSymbolSymbol 

Market Market Market Market     
Capitalization        Capitalization        Capitalization        Capitalization        

($ in million)($ in million)($ in million)($ in million) 

Total Total Total Total 
CashCashCashCash 

DebtDebtDebtDebt Phase IPhase IPhase IPhase I 
Phase Phase Phase Phase 
IIIIIIII 

Phase IIIPhase IIIPhase IIIPhase III 

Advanced Viral Research Corpora-
tion 

ADVR 41 4.7M - 1 1 - 

Arena Pharmaceuticals ARNA 678 127M 13.5  1  1   

Zonagen, Inc. ZONA 126 16.8M - 1 1 - 

ISIS Pharmaceutical ISIS 589 94M 147M   2   

XTL Biopharmaceuticals, Ltd. XTLB 121 13.4M - 1 1 - 

Medivation, Inc. MDV 125 12.8M - - 1 - 

Medicure, Inc. MCU 124 6.7M - 2 2 - 

CytRx Corporation CYTR 124 8.3M - 1 1 1 

Corcept Therapeutics, Inc. CORT 113 29M 54K -   1 

Biosante Pharmaceuticals, Inc. BPA 80 9M - 2 4 - 

Biomira, Inc. BIOM 110 18M 110K - 1 1 

Alfacell Corporation ACEL 127 2.9M - - 3 2 

Manhattan Pharma, Inc. MHA 69 10.8 - - 1 - 
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 A look at the above comparative table, suggests that the stocks of Advanced Viral Research Corpora-

tion do not fully represent the growth potential of the company. Competing peers like Zonagen Inc. 

and XTL Biopharmaceuticals, Ltd. that have two drugs each in Phase I and Phase II of Clinical trial 

(similar to Advanced Viral Research), have market capitalization of above $120 million each. Specifi-

cally, Zonagen Inc. and XTL Biopharmaceuticals, Ltd. have a market capitalization of $126 million and 

$121 million, respectively. Additionally, companies like Manhattan Pharma, Inc., which has only one 

drug in Phase II clinical trial also commands a higher market capitalization of $69 million. Another 

similar case is that of Medivation Inc., which currently trades at a market capitalization of $125 million, 

though it is backed by only one drug in Phase II clinical trials. The average market capitalization of the 

12 competing companies (excluding Advanced Viral Research) considered in the exercise above, 

stands at nearly $200 million. 

 

Judging from valuations of previous biotech firms at this stage of development and with a similar 

pipeline of products it is not unreasonable to argue that Advanced Viral Research Corporation could 

command a market capitalization of around $250 million.   This figure could even be much higher if 

the firm is able to secure FDA approval of any drug and move forward to commercialization. At that 

point we feel the value of the equity could be as high as $500 million to $1 billion, depending on how 

the market reacts to its products.  However, based on the 696,523,624 outstanding shares, a market cap 

of $250 million values the stock of the company at $0.36, which is our short-term price target.  

 

AVR118 has the potential for several near-term positive catalysts which could materially effect the 

price:  

 

• The Phase II cancer trial is expected to release top-line results this year.  This indication is for 

late stage cancer patients to help quality of life problems (i.e., cachexia, anorexia, energy levels, 

etc.)  This area of cancer represents a large unmet need.  Very few drugs target this significant 

problem for late stage cancer patients.  If this trial demonstrates positive results it would be 

very significant because this drug would most likely be used in conjunction with chemo treat-

ments.  If a patient can better handle the negative side effects of chemo treatments, the more 

likely they can complete the treatments.  Many chemo patients have to get off the treatment be-

cause of bad side effects.  If AVR118 can prove to help them stay on their treatment without 

interruptions, companies that sell chemo drugs would likely have a keen interest in having that 

drug.  In addition to just positive results moving the stock price, positive results would gain the 

attention of large pharma in potential partnerships or maybe an outright acquisition of the 

company. 
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 • The Phase I/II diabetes trial is also expected to release results this year.  Again, any positive re-

sults in this trial would likely have a positive impact on the stock price.  In addition, this would 

show the broad applications of AVR118 to investors. 

 

 

• It appears reasonable that AVR118 can advance its testing as an anti-viral against the Bird Flu.  

If news is released about this area, it would have the potential to cause rapid price apprecia-

tion, due to the high visibility of the bird flu threat today. 

 

 

Readers should be aware that any biotech or pharmaceutical firm with unproven products that are 

awaiting FDA is considered very high risk.  While the firm may be able to reach the commercialization 

stage, and command a much higher multiple in terms of stock price, it is also possible that it may be 

denied FDA approval which would likely result in a serious loss of shareholder value. 

 

ConclusionConclusionConclusionConclusion    

 

As all Biotech investors know, the greatest risk to the development of a new drug is proving its effi-

cacy along with the necessary safety profile for patients.  AVR118, Advanced Viral Research Corpora-

tion’s flagship drug, has a history of effectiveness and safety exhibited over years of use under the su-

pervision of physicians.  We are not aware of another Biotech firm that has a drug with this positive 

track record.  In addition, Advanced Viral Research Corporation is currently backed by 13 issued pat-

ents, 6 foreign patents and has an additional 39 

pending patent applications. The Company cur-

rently has two active clinical trials and results 

from both of these are expected during 2006. Fa-

vorable results in one or both of these trials 

would likely help to increase the Company’s 

stock price. Though history shows that failure 

rates among development-stage biotech compa-

nies tend to be high, Advanced Viral Research 

went public in 1985 and is a survivor.  Investors 

should stay alert of any developments as the 

Company navigates its way through upcoming 

FDA trials.  
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Losses — Advanced Viral Research Corporation has not been able to generate any material revenue since its incep-

tion and has been incurring losses to date. Since the Company’s inception in July 1985, it has been engaged in re-

search and development activities and as a result has incurred a cumulative net loss of approximately $68.33 million 

to date. The Company’s ability to successfully emerge from the red depends on its ability to get FDA approval for 

the commercialization of its primary drug. Hence, at this point we cannot be sure when Advanced Viral Research 

Corporation will be able to generate revenue and post profits.  

 

Financial Concern — Since Advanced Viral Research Corporation is yet to begin revenue generation, all of its cash 

requirements have been met through the sale of securities. In February 2004, the Company raised $12 million 

through the sale of additional stocks and warrants. Future needs for additional funds would also have to be met 

through debt or equity financing, which raises significant doubt about the Company’s ability to continue as a going 

concern.   

 

Chief Executive Officer — Elma Hawkins, the Company’s former President and Chief Executive officer, resigned in 

February 2006. The Company is currently in the process of looking for a new CEO and its future success largely de-

pends on its ability to find and retain a replacement of Dr. Hawkins. Failure to retain a qualified replacement for Dr. 

Hawkins would in turn materially adversely impact the Company’s future business, prospects, financial conditions 

and operating results.     

 

Development Stage — Advanced Viral Research Corporation is currently in a development stage where the prod-

ucts and technologies have not yet been commercialized. As a result, the Company’s future growth and profitability 

depends on the successful testing, approval, and commercialization of its primary drug, AVR118. Successful testing 

would, in turn, raise concerns about approval from the FDA and, even after approval, there can be no guarantee of 

successful commercialization of the drug. 

 

Uncertainty of Government Regulation – Government regulations keep changing in the healthcare sector. Compa-

nies have to continually adopt new policies, which in turn could create a hurdle for the Company to commercialize 

its technology. Advanced Viral Research Corporation has been the victim of such changes in FDA approval in the 

past, and we are wary that further changes could impact its future growth prospects.  

 

Competition and Market Forces — With several companies engaged in the development of similar drugs, the mar-

ket is intensely competitive for Advanced Viral Research Corporation. The future success of the Company largely 

depends on the acceptance of its drug in the market. This would be highly impacted by the introduction of new 

products and technologies.  

 

Uncertainty of FDA Approval — As the industry is highly competitive, there are many companies conducting clini-

cal trials for similar products. Advanced Viral Research Corporation can only commercialize the AVR118 drug on 

receiving FDA approval for the same. The Company’s future growth and profitability are largely dependent on the 

successful receipt of FDA approval.  

 

 Selected Risk Factors 
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 Management  
 

 

 

Eli Wilner  

 

Eli Wilner is the Secretary and Chairman of the Board of Directors of Advanced Viral Research Corporation. He 

has been serving the Company as a director since December 2001, Chairman of the Board since May 2002, Presi-

dent and CEO from August 2003 to February 2004, and Interim President and CEO since the resignation of Dr. 

Elma Hawkins as President and CEO on February 18, 2006. He has strong entrepreneurial and business manage-

ment experience to the Company.  Mr. Wilner is the founder and CEO of Eli Wilner & Company — a New York 

City art gallery established in 1983 and is also a leading frame dealer, restorer, collector and published author. 

He was a Bryant Fellows Member of the Metropolitan Museum of Art in New York City from 1990 to 2000 and 

since 1990 has been a member of the Forum and Director’s Circle of the National Museum of American Art in 

Washington, D.C. He currently holds greater than 1% ownership interest in following technology and biophar-

maceutical companies — biofem, Chronix, ION, and Pararller Communications. He has also been on the board of 

Touchpoint Software Company from 1999-2001. A known figure in the art world, Mr. Wilner has also brought 

his expertise to the White House and as a member of various art societies around the nation. Mr. Wilner holds a 

Bachelor in Arts degree from Brandeis University and a Masters of Art from Hunter College.  

 

Martin Bookman  

 

Martin Bookman has been the Acting CFO since April 2004. Prior to that, Mr. Bookman was the Company’s as-

sistance controller from March 2001 to April 2004. From August 2000 to March 2001, Mr. Bookman has worked as 

a senior consultant for Prodigy Communications, Inc.  Prior to joining Prodigy Communications, Inc., Mr. Book-

man has worked as a manager of policies and procedures and assistant controller for Murray Feiss Import Corp. 

(from August 1997 to August 2000).   

 

Nancy J. Van Sant 

  

Nancy J. Van Sant has been serving Advanced Viral Research Corporation as a director since May 2002. Since 

1990, Van Sant has been a director of the Miami law firm of Sacher, Zelman, Van Sant, Paul, Beiley, Hartman, 

Rolnick & Waldman, P.A and or its predecessor. From 1977 to 1990, Miss Vam Sant was an attorney with the SEC 

serving as a Regional Trial Counsel and Chief of the Branch of Investigations and Enforcement.        

 

Roy S. Walzer  

 

Roy S. Walzer has been a director of Advanced Viral Research Corporation since June 2002. He has previously 

held the post of a President of Litchfield Partners Ltd. since 1987 and Managing Partner of Litchfield Partners 

since 1999.  Litchfield Partners Ltd. is a private investment firm, which invests primarily in pharmaceuticals, bio-

tech, and technology companies. Prior to finding Litchfield Partners, Mr. Walzer served Sealy Connecticitu as an 

Executive Vice President from 1973 to 1986.  
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 Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and micro 

capitalization companies.  BER has no investment banking or consultation conflicts thereby minimizing the inherent 

conflicts of interest between the research analysts and the companies they cover.  BER is not a registered investment 

advisor or broker dealer.  No information in this report should be construed as an endorsement to either buy or sell 

any securities mentioned in this report.  The analyst(s) who prepared this report rely on publicly available informa-

tion which neither the analyst, nor BER, can guarantee to be error-free or factually accurate.  All conclusions in this 

report are deemed reasonable and appropriate by the author. The Private Securities Litigation Reform Act of 1995 

provides investors a “safe harbor” in regard to forward-looking statements.  To fully comply with the requirements 

of this law, BER cautions all investors that such forward-looking statements in this report are not guarantees of fu-

ture performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may cause actual 

results to materially differ from the results, performance or expectations expressed or implied by such forward-

looking statements.  Investors should exercise good judgment and perform adequate due-diligence prior to making 

any investment.  BER has been compensated 158,000 free trading shares of ADVR from a third party, and sold all 

shares prior to this report to remove any conflicts of interest.  Ratings and price targets in this report should not be 

construed as recommendations or stock price predictors.  Readers of this report are urged to use due diligence in 

any purchase of security list herein.  Readers should consult the Company’s SEC filings as well as our initial report 

on the firm to better understand the inherent risks associated with this security. There may be many uncontrollable 

or unknown factors which may cause actual results to materially differ from the results, performance or expectations 

expressed or implied by such forward-looking statements.  Investors should exercise good judgment and perform 

adequate due-diligence prior to making any investment. 

 

All decisions are made solely by the analyst and independent of outside parties or influence.  

 

I, Kris Goldcross, CFA , the author of this report, certify that the material and views presented herein represent my 

personal opinion regarding the content and securities included in this report.  In no way has my opinion been influ-

enced by outside parties, nor has my compensation been either directly or indirectly tied to the performance of any 

security listed.  I certify that I do not currently own, nor will own and shares or securities in any of the companies 

featured in this report. 

 

Kris Goldcross, CFA - Senior Analyst 

Kris completed the Chartered Financial Analyst program from the CFA Institute in August of 2005, and was 

awarded his CFA Charter in September 2005. Mr. Goldcross holds a bachelors degree in commerce and currently 

works for an Investment Banking Firm which specializes in a private wealth management. His work profile includes 

analysis and recommendation of stocks listed on the Indian stock market to clients on the basis of both technical as 

well as fundamental analysis. Mr. Goldcross primarily concentrates on the metal, banking and FMCG sectors of the 

Indian capital markets. He also has expertise in analyzing the movement in exchange rates and its likely impact on 

global commodity prices. In addition he is also responsible for analyzing macro-economic variables including infla-

tion, money supply to forecast movements in interest rates.  
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