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Company Profile

Positron Corporation (“Positron” or the “Company”) (OTCBB: POSC) designs, 
manufactures, sells and services competitively-priced Positron Emission 
Tomography (“PET”) scanners. These scanners are used to diagnose, stage and 
treat critical illnesses such as cancer, coronary disease and neurological disor-
ders, which include Dementia, Alzheimer’s and Parkinson’s disease.  Positron 
also provides physicians and hospitals a total solution package for the diagno-
sis and management of the disease they intend to image. Positron was founded 
in 1983 and is headquartered in Houston, Texas. 
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Positron Corporation
 
1304 Langham Creek Dr #300
 Houston, TX 77084

Tel: 281.492.7100
Toll Free: 800.766.2984
 Fax: 281.492.2961

www.positron.com
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Technology

What is PET?
Positron Emission Tomography (PET) is rapidly becoming a major diagnostic imaging modality used predomi-
nantly in determining the presence and severity of cancers, neurological conditions and cardiovascular disease. It 
is currently the most effective way to check for cancer recurrences. Studies demonstrate that PET offers significant 
advantages over other forms of imaging such as CT or MRI scans in diagnosing disease. 

PET images demonstrate the chemistry of organs and other tissues such as tumors. A radiopharmaceutical, such as 
FDG (fluorodeoxyglucose), which includes both sugar (glucose) and a radionuclide (a radioactive element), emits 
signals and is injected into the patient. Its emissions are measured by a PET scanner. 

A PET scanner consists of an array of detectors that surround the patient. Using the gamma ray signals provided by 
the injected radionuclide, PET measures the amount of metabolic activity at a site in the body and a computer reas-
sembles the signals into images. Cancer cells have higher metabolic rates than normal cells, and show up as denser 
areas on a PET scan. PET is useful in diagnosing certain cardiovascular and neurological diseases because it high-
lights areas with increased, diminished or no metabolic activity, thereby pinpointing problems. 

Cancer & PET
PET is considered particularly effective in identifying whether cancer is present or not, if it has spread, if it is 
responding to treatment, and if a person is cancer free after treatment. Cancers for which PET is considered particu-
larly effective include lung, head and neck, colorectal, esophageal, lymphoma, melanoma, breast, thyroid, cervical, 
pancreatic and brain as well as other less frequently occurring cancers. 

• Early detection: Because PET images biochemical activity, it can accurately characterize a 
tumor as benign or malignant, thereby avoiding surgical biopsy when the PET scan is negative. 
Conversely, because a PET scan images the entire body, confirmation of distant metastasis can 
alter treatment plans in certain cases from surgical intervention to chemotherapy. 
• Staging of cancer: PET is extremely sensitive in determining the full extent of disease, espe-
cially in lymphoma, malignant melanoma, breast, lung, colon and cervical cancers. Confirmation 
of metastatic disease allows the physician and patient to more accurately decide how to proceed 
with the patient's management. 
• Checking for recurrences: PET is currently considered to be the most accurate diagnostic proce-
dure to differentiate tumor recurrences from radiation necrosis or post-surgical changes. Such an 
approach allows for the development of a more rational treatment plan for the patient. 
• Assessing the effectiveness of chemotherapy: The level of tumor metabolism is compared on 
PET scans taken before and after a chemotherapy cycle. A successful response seen on a PET scan 
frequently precedes alterations in anatomy and would therefore be an earlier indicator of tumor 
response than that seen with other diagnostic modalities. 
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PET vs. CT and MRI
Because PET measures metabolism, as opposed to MRI or CT which "see" structure, it can be superior to these 
modalities, particularly in separating tumor from benign lesions, and in differentiating malignant from non-
malignant masses such as scar tissue formed from treatments like radiation therapy. PET is often used in conjunc-
tion with an MRI or CT scan through "fusion" to give a full three-dimensional view of an organ and the location of 
cancer within that organ. Newer PET scanners are being made that are a combination of PET/CT devices.

Neurological Disease
PET's ability to measure metabolism also has significant implications in diagnosing Alzheimer's disease, 
Parkinson's disease, epilepsy and other neurological conditions.  This is due to its ability to vividly illustrate areas 
where brain activity differs from the norm.
 
Alzheimer's Diagnosis: Until recently, autopsy has been considered the only definitive test for Alzheimer's disease 
(AD). Recent studies indicate that PET can supply important diagnostic information and confirm an Alzheimer's 
diagnosis (Journal of Nuclear Medicine, November 2000). When comparing a normal brain versus an AD-affected 
brain on a PET scan, a distinctive image appears in the area of the AD-affected brain. This pattern is seen very early 
in the AD course. Conventionally, the confirmation of AD is a long process of elimination that averages between 
two and three years of diagnostic and cognitive testing. Early diagnosis can provide the patient access to therapies 
that are more effective earlier in the disease. 

Cardiovascular Disease
Cardiac positron emission tomography (PET) imaging has advanced from primarily a research tool to a practical, 
high-performance clinical imaging modality. The widespread availability of state-of-the-art PET gamma cameras, 
the commercial availability of perfusion and viability PET imaging tracers, reimbursement for PET perfusion and 
viability procedures by government and private health insurance plans, and the availability of computer software 
for the image display of perfusion, wall motion and viability images have all been  key in making cardiac PET imag-
ing a routine clinical tool.  Although myocardial perfusion PET imaging is an option for all patients requiring stress 
perfusion imaging, there are identifiable patient groups difficult to image with conventional single-photon emis-
sion computed tomography imaging that are particularly likely to benefit from PET imaging.  These include obese 
patients, women, patients with previous non-diagnostic tests and patients with poor left ventricular function attrib-
utable to coronary artery disease considered for revascularization. Myocardial PET perfusion imaging with 
rubidium-82 is noteworthy for high efficiency, rapid throughput and in a high-volume setting with low operational 
costs. PET metabolic viability imaging continues to be a noninvasive standard for the diagnosis of viability imag-
ing. Cardiac PET imaging has been shown to be cost-effective. 

• PET also is useful in differentiating Alzheimer's disease from other forms of dementia disor-
ders, such as vascular dementia, Parkinson's disease, Huntington's disease, etc. 
• Epilepsy: PET is one of the most accurate methods available to localize areas of the brain caus-
ing epileptic seizures and to determine if surgery is a treatment option. 
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Cost & Reimbursement: 
PET scan charges range from $1200-$3500, depending on the type of scan. Insurance companies will cover the cost 
of many PET scans. Medicare reimburses for almost all cancers. Some indications have already been determined to 
be reimbursable, others are reimbursed as long as they are part of a qualified clinical trial or a clinical study to deter-
mine the effectiveness of PET in imaging specific cancers. Medicare is constantly updating reimbursements. 
 
History of PET
PET scanning was formally introduced to the medical community in the 1970s. At that time it was seen as an excit-
ing new research modality that opened doors through which medical researchers could watch, study and under-
stand the biology of human disease.
 
In 1976, the radiopharmaceutical fluorine-18-2-fluoro-2-deoxyglucose (FDG), a marker of sugar metabolism with a 
half-life of 110 minutes, enabled tracer doses to be administered safely to the patient with low radiation exposure. 
The development of radiopharmaceuticals like FDG made it easier to study living beings, and laid the groundwork 
for more in-depth research into using PET to diagnose and evaluate the effect of treatment on human disease. To 
perform PET studies in the late 1970s, a large staff was needed.  This staff consisted of physicists to run the cyclotron 
that produces the fluorine-18 and to oversee the scanner, chemists to make the tracers such as FDG, and dedicated, 
specialized physicians. 

During the 1980s the technology that underlies PET advanced greatly. Commercial PET scanners were developed 
with more precise resolution and images. As a result, many of the steps required for producing a PET scan became 
automated and could be performed by a trained technician and experienced physician, thereby reducing the cost 
and complexity of the procedure. Smaller, self-shielded cyclotrons were developed, making it possible to install 
cyclotrons at more locations. 
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Business Overview

Positron developed the first PET machine primarily focused on cardiac care. The Center for Medicare and Medicaid 
Services (“CMS” – previously known as USA Medicare) began reimbursing for cardiac PET scans in 1995. Reim-
bursement for cancer PET scans began in 1998. 
Positron formed a joint venture with Neusoft Medical Systems Co., Inc. (“Neusoft”), a Chinese manufacturer and 
distributor of diagnostic imaging equipment. This new joint venture, termed Neusoft Positron Medical Systems, 
was formed to manufacture Positron’s PET and PET/CT systems in China. Neusoft Positron Medical Systems 
received its business license and was organized in September 2005. The aim of this joint venture was and is to 
develop a cost-effective PET/CT system that can be used for oncology, cardiology and neurology. Developing a 
low-cost, versatile system would give Positron a sustainable competitive advantage and renewed life in the world-
wide PET/CT market.  

As a result of the joint venture, both companies will be able to procure Positron PET scanners at a much cheaper 
price. To be specific, the transfer price for purchasing the equipment from the Chinese joint venture is approxi-
mately half the U.S. manufacturing costs.  

At present, Neusoft Positron Medical Systems is producing stand-alone PET scanners that will be priced well below 
that of competitors such as Siemens, GE and Phillips. Within the next 12 months, the Company plans to begin ship-
ping PET/CT scanners. 

In addition to a lower price, Positron plans to add other differentiating features to its systems that will give it a com-
petitive advantage over its peers. Positron recently acquired a software product, LONGRAD, that will help physi-
cians measure disease reversal or progression and more effectively evaluate their therapy decisions.  

Positron has acquired an exclusive license to Cadenza, which pretests the patient’s probability of cardiac disease. 
Products such as Cadenza, which help pre-screen patients prior to expensive medical tests, are being embraced by 
health insurance providers. Furthermore, a number of U.S. insurance companies are requesting referring physicians 
to conduct preliminary screening of patients before they undergo medical tests. Positron plans to further develop 
this product and integrate it into its web-based services.  

Positron’s target market consists of U.S.-based community hospitals and cardiac practices. There are approximately 
5,000 community hospitals and 5,000 cardiac practices in the U.S. One of Positron’s hospital clients, Niagara Falls 
Memorial Medical Center in New York, has installed its PET imaging technology in the hospital. Community hospi-
tals are interested in purchasing cardiac PET systems which can help prevent the loss of patients requiring angio-
grams to rule out coronary disease to larger hospitals. When patients are referred to larger hospitals for angiograms, 
they generally continue to visit the same institutions for ancillary services. As a result, community hospitals in the 
past were losing patients and revenues to larger hospitals.  With the help of highly accurate cardiac test results from 
PET technology, these community hospitals can retain more patients and prevent the loss of revenues from ancillary 
services.  
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Positron’s community hospital customers generally meet the following criteria:

Through this focus on competitively-priced PET systems for community hospitals and cardiac practices, Positron 
believes it can drive near-term revenue growth and rebuild market share for its systems.    

Production Plan 
Positron has set production goals for both PET and PET/CT scanner machines for the period 2006-09. The plan is 
highlighted below in Exhibit 2. Initially the Company is focusing on cardiac PET scanners. Beginning in 2008, the 
focus shifts to PET/CT scanners for the oncology, neurology and cardiac markets.
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• Size of hospital: 150-200 beds.
• No cardiac surgery program is offered by the hospital. 
• Higher than average incidence of coronary disease.
• The population of the area generally exceeds 500,000.
• An established reimbursement program already exists.   

Exhibit 1: Production Plan

Source: Imagin Report 
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Opportunity

Approximately 1,600 dedicated PET systems are currently operating in the U.S. and another 500 PET systems are in 
commercial use internationally. 

The June 8, 2006, edition of The Economist notes that approximately 2.7 million PET scans will be performed in 
2006, up from 2 million PET scans in 2005--a 35% increase. Although PET accounts for only a small fraction of all 
medical imaging, its use is expected to grow 30% annually over the next few years. 

Cardiac Healthcare Market
Cardiac PET did not flourish because of the usage of a more traditional technology, Single Photon Emission Com-
puted Tomography (“SPECT”), for diagnosing heart disease. PET cardiac scans also faced strong competition from 
echocardiograms and invasive angiograms. Cardiologists have traditionally preferred SPECT imaging and echocar-
diograms over PET scans.

SPECT is a nuclear medicine tomographic imaging technique that uses gamma rays. It is very similar to conven-
tional nuclear medicine planar imaging produced by a gamma camera. However, it is able to provide true 3D infor-
mation. This information is typically presented as cross-sectional slices through the patient, but can be freely refor-
matted or manipulated as required. 

Replacing SPECT with cardiac PET technology could help reduce the number of angiograms procedures required 
by 50%. Also, studies indicate that Cardiac PET is 30% more effective than SPECT in diagnosing, staging and treat-
ing heart disease. The superior cost-effectiveness of PET cardiac technology, combined with better imaging capa-
bilities and a reduced need for angiograms, should help drive sales of cardiac PET machines and lead to its replace-
ment of SPECT as the technology preferred by cardiologists. 
Because of these factors, cardiologists are beginning to demonstrate an increasing preference for PET over SPECT. 
Growing demand for cardiac PET scans by cardiologists should help drive PET unit sales and rising revenues for 
Positron. 

Positron is preparing to capitalize on the shifting healthcare environment.  Positron believes that  government 
attention to medicine is changing due to the shift in control of the U.S. Senate and House of Representatives.  Posi-
tron is developing a joint venture program that will favor the participation of community hospitals.  Positron 
believes that its program, which is evidence- based, will be widely accepted and demanded, resulting in significant 
camera sales and interest from venture partners.
  

Exhibit 2: Cardiac imaging procedures in the U.S.

Source: Imagin Report 
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Joint Ventures

Imaging PET Technologies, Inc. 
Positron and Quantum Molecular Pharmaceutical have acquired all of the operating assets of IS2 Medical Systems, 
Inc. (“IS2”), through a minority-owned subsidiary of the Company, Imaging PET Technologies, Inc. (“IPT”). IS2 is 
a developer and manufacturer of SPECT nuclear imaging devices based in Ottawa, Ontario, Canada. On June 5, 
2006, the joint venture acquired all of IS2’s operating assets and assumed certain liabilities.

The Company and Quantum hold 49.9% and 50.1%, respectively, of the total registered capital of IPT. Positron 
issued Series B convertible Preferred Stock, convertible into 65 million shares of the Company’s common stock, to 
IPT in exchange for a promissory note in the amount of $1.3 million.

Competitors

Positron’s three major competitors are G.E. Healthcare, Philips Medical Systems and Siemens Medical Solutions, 
Inc.

G.E. Healthcare, a division of GE, is a major global manufacturer and distributor of diagnostic imaging equipment 
such as MRI systems, ultrasounds and CT scanners.

Philips Medical Systems is the world’s second largest manufacturer of medical imaging equipment. Its product line 
includes x-rays, ultrasounds, MRIs and CT scanners. 

Siemens Medical Solutions (Med) is one of the world’s largest suppliers to the healthcare industry. The company 
brings together innovative medical technologies, healthcare information systems, management consulting and sup-
port services to help customers achieve tangible, sustainable, clinical and financial outcomes. Siemens Medical 
Solutions operates in 120 countries and reported sales of €7.6 billion, orders of €8.6 billion and group profit of €976 
million for fiscal 2005.
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Financial Analysis and Valuation 

Positron opted to focus on stand alone PET systems when the industry was moving to combined PET/CT technol-
ogy. As a result, the Company had sales of only 28 PET scanners over 20 years. 

The Company recently formed a manufacturing joint venture with Neusoft Medical Systems of China, which is 
enabling it to cost-effectively produce a more affordable PET system. As part of the joint venture agreement, Posi-
tron contributed $650,000 ($250,000 cash and $400,000 technology licenses) and Neusoft contributed $1.35 million.    

In June 2006, Positron acquired 49.9% of IS2 Medical Systems, Inc., a Canadian SPECT manufacturer. IS2 Medical 
Systems provides Positron with cost-efficient North American manufacturing, R&D capability, and sales and 
service into its target cardiologist market. In 2005, IS2 Medical Systems shipped 40 SPECT scanners and recorded 
revenues of CD$ 7 million. 

With the Neusoft Positron Medical Systems joint venture and IS2 Medical Systems acquisition completed, Positron 
is poised to commence production and sales of more affordable PET systems and PET/CT systems for the cardiol-
ogy market. 

Positron’s sources of capital for the nine months ended September 30, 2006, have included net proceeds of $1.1 
million from the issuance of Series G preferred stock and $1.1 million in proceeds from subordinated notes payable. 
By converting all of its convertible debt into preferred shares, Positron eliminates interest expense which has been 
a major drag on its financial performance. For the nine months ended September 30, 2006, Positron recorded a loss 
of $5.7 million compared to a loss of $2.4 million for the same period in 2005. Higher net losses in the 2006 nine 
month period were mainly due to higher interest expenses and equity in the losses of joint ventures that did not 
exist last year. Positron expects a full-year 2006 net loss of approximately $6 million; interest expense and derivative 
costs will account for slightly more than half of the loss. 
 
The Company’s business plan anticipates modest 2006 revenues, based on the sale of three stand alone PET systems 
in the fourth quarter of this year. Positron’s re-emergence as a market competitor should gain meaningful traction 
the following year, with sales of more than 30 stand alone PET scanners targeted for 2007, potentially generating 
revenues of $21 million and gross profits of $6 million. Based on selling costs estimated at approximately 9% of 
revenues, 2007 operating profits from stand alone PET systems could exceed $4 million. The Company also expects 
to commence sales of PET/CT systems in 2007, and has a goal of selling 5 PET/CT systems next year. At a retail 
price of approximately $1 million per PET/CT system, sales from this product line could approach $10 million and 
gross profits could exceed $2 million in 2007.    
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At an approximate current share price of $0.10, Positron’s market value is roughly only $6.5 million. The 
Company’s peers in the medical equipment industry tend to trade at market values that reflect Price/Sales mul-
tiples averaging around 2.7 times. If Positron succeeds in selling 30 stand alone systems and generating revenues of 
$21 million in 2007, we would expect the Company’s market capitalization to rise to a $57 million range, based on 
the industry average 2.7 times Price/Sales multiple.  An increase in Positron’s market capitalization to a $57 million 
range is nearly eight times the Company’s current market capitalization. Based on 81 million shares outstanding, 
this implies a 2007 target price for Positron shares of $0.70.

The $0.70 share price target considers only the Company’s near-term growth prospects. Assuming Positron is 
successful in re-establishing a meaningful foothold in the PET and PET/CT markets, the Company’s unit sales 
could rise to 300 systems within two years, generating annualized revenues exceeding $200 million. At the medical 
equipment industry’s average 2.7 times Price/Sales multiple, this would imply an increase in Positron’s market 
capitalization to $540 million and a greater than $6.50 share price by 2009. 
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Summary

A pioneer of PET scanning technology, Positron is developing, manufacturing and marketing new, price-
competitive PET and PET/CT systems that should enable the Company to capture a meaningful share of the multi-
billion dollar markets for cardiac, oncology and neurology PET scans. With a more focused business strategy, finan-
cial and technical support and access to low cost manufacturing through the Neusoft Positron Medical Systems 
joint venture, Positron is poised to reassert its leadership in PET technology and enjoy significant growth in 
revenues and profits.   

Key Management

Patrick Rooney 
(Chairman)

Joseph G. Oliverio 
(President)

Tim Gabel 
(Chief Operating Officer)

Corey N. Conn 
(Chief Financial Officer) 

Mr. Rooney is also a Member of the Audit Committee and a Member of the Compen-
sation Committee.

Joseph Oliverio was appointed President of the Company in December, 2005. Prior 
to joining Positron, Mr. Oliverio was CEO of Michael E. Merhige. He completed his 
MBA from University of Phoenix and earned a BS in Nuclear Medicine Technology 
from State University of New York at Buffalo. He has performed more than 13,000 
combined heart and cancer PET scans. He has also joined the Board of Directors of 
Neusoft-Positron Medical Systems Co., Ltd.

Tim Gabel was appointed Chief Operating Officer of the Company in April, 2005.  
Prior to joining Positron, Mr. Gabel led R&D teams at Delphi Corporation (former 
partner with General Motors).  Mr. Gabel has extensive experience in technology 
transfers to Asia and will guide the Company in introducing its new products from 
China.  

In addition to his responsibilities as CFO, Mr. Conn serves as the Company’s Execu-
tive VP of Operations.
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Risk Factors

• The Company currently has limited financial resources for implementing its business plan. 
• The medical device industry is characterized by rapid technological change. Some of the Company’s competitors 
have greater financial and R&D resources than Positron and may be able to adapt to technological change more 
quickly. To compete successfully, Positron must continue to invest in research and development. 
• The Company is heavily dependent on Neusoft Positron Medical Systems, Inc., to produce the components 
needed for cost-effective PET machines. If the collaboration is unsuccessful, Positron will need to produce PET 
systems elsewhere.  
• The Company has issued preferred and common equity to finance its growth, resulting in dilution to existing 
shareholders.
• To be successful, the Company must be able to create demand for its PET systems in community hospitals. 
Positron’s competitors have the advantage of large installed bases and superior name recognition. Positron expects 
to overcome these challenges by offering a more affordable, feature-rich product.  
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