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Company Profile

HealthSport, Inc., a publicly traded company on the bulletin board market 
under the ticker symbol HSPO, is focused on the development, manufactur-
ing and marketing of nutritional supplements in a one-of-a-kind edible film 
strip delivery system. This delivery system provides rapid dissolution and 
release of active ingredients when the film strip comes in contact with the 
oral mucosa. 
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HealthSport’s marquee product, Enlyten™ SportStrips™, is a new and 
unique method of replacing electrolytes lost during vigorous workouts 
through a proprietary edible film strip delivery system. This mode of ab-
sorption is very different from all electrolyte delivery predecessors. When 
placed between the cheek and gum, gastric absorption is bypassed speeding 
higher levels of electrolytes directly into the bloodstream. Not only does it 
dramatically improve hydration on a cellular level, but it also helps ath-
letes to avoid the problems caused by excessive fluid consumption which 
is o�en associated with sports drinks. The Company currently markets its 
Enlyten™ SportStrips™ in orange, berry and grape flavors. 

In May 2007, the Company acquired InnoZen, Inc. in a tax-free merger. Inno-
Zen is a preeminent formulator, developer and manufacturer of edible thin 
film strips that deliver drug actives and was the first company to deliver a 
drug active ingredient in a thin film strip when it completed the develop-
ment of Chloraseptic Sore Throat Relief Strips® in June 2003. With Chlo-
raseptic Relief Strips, InnoZen established a new process which prevented 
irritants and incorporated additional compounds to make the strips more 
suitable for various drug delivery needs. Relying on its expertise in the 
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development of the film strip, InnoZen moved forward with its proprietary technology to develop two new thin film 
strip products for coughs. InnoZen launched its two new film strip products under its own Suppress® brand in Sep-
tember 2004.

Using InnoZen’s in-house research, development and manufacturing capabilities, HealthSport has the ability to more 
rapidly formulate and develop new thin film products and other products using various additional oral delivery sys-
tems such as gels. As a result, HealthSport anticipates a steady stream of new products to expand the Enlyten brand 
it is creating. The implementation of HealthSport’s sales and marketing models for each product line will play an 
integral role in creating brand awareness through the application of traditional and non-traditional sales techniques.

HealthSport and InnoZen have already jointly developed five new products that are ready to be launched in 2007 
and 2008, including Enlyten™ SportStrips™, Enlyten™ PediaStrips™, Enlyten™ Energy, Enlyten™ Survival Strips™ and 
FIX™ Strips.
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The market for edible strips is in an early development stage, with an anticipated growth of 40% annually over 
the medium-term. Easy to swallow, convenient handling (compared to sports nutrition and energy drinks), and 
rapid absorption in the bloodstream are key delivery system advantages fueling industry growth.

Investment Considerations

Demand for easy-to-swallow formulations fuels market growth    

The Company’s R&D department has already designed and developed several additional products using its 
proprietary edible film strip technology, including products to treat allergy, diarrhea, pain and erectile dysfunc-
tion. Edible film strips as a delivery system are more portable than drinks and tablets, easier to administer and 
more cost effective than traditional nutritional solutions. Market acceptance of these products is increasing and 
creating favorable growth opportunities for HealthSport. 

Strong portfolio of innovative products 

HealthSport recently acquired InnoZen Inc. for $40 million and plans to develop new edible film products and 
delivery systems for nutritional supplements and over-the-counter drugs. The Company also recently acquired 
Cooley Nutraceuticals, Inc. which owns a formula that provides relief from hangover symptoms. These acquisi-
tions extend the Company’s capabilities, product offerings and revenue opportunities. 

Acquisition strategy enhances growth

The Company is aggressively promoting its existing products while continuing to develop new products. En-
lyten, Inc., HealthSport’s marketing and distribution division, has a multi-year deal with the Buffalo Bills NFL 
football franchise to integrate Enlyten SportStrips into their players’ training program.  Enlyten has recently 
partnered with a marketing and distribution company called Medco to distribute its SportStrips to over 9,000 
sports teams and related outlets, including  high schools, colleges, universities and professional sports teams. 
The Company has already received significant interest from numerous athletes, coaches, sports teams, trainers 
and sports medicine physicians, including the following list of endorsers and sponsors:

Effective marketing strategy 

� Duke University’s K-Lab
� Buffalo Bills
� AC Milan Youth Sports Camps
� Jim Kelly – Hall of Fame Quarterback
� Brandi Chastain - U.S. women’s World Cup and Olympic soccer champion
� Jason Taylor - Miami Dolphins’ Defensive End and NFL Defensive Player of the Year
� JP Losman – Buffalo Bills Quarterback
� Ryan Miller Buffalo Sabres Goalie and NHL All Star
� Peter Gilmore - #1 Ranked U.S. Marathoner
� Bruce Bochy – Manager of the San Francisco Giants
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HealthSport is led by an experienced management team. Daniel Kelly, the Company’s President, has more than 
20 years experience in marketing, promotions, and celebrity endorsements and, in former roles, has negotiated 
marketing deals with Fortune 500 companies such as Motorola, Coors, KFC, Nike and Disney, among others. In 
addition, Rob Davidson, HealthSport’s Chairman of the Board, co-invented and launched Zicam® Cold Remedy, 
which was a hugely successful product launch. Less than $6 million was spent in developing, launching and 
marketing the first Zicam product in the first two years before it was sold. Zicam was sold in 2001, two years 
a�er its launch, and was valued at $42 million. Eight years a�er its launch, the Zicam brand is worth over $200 
million, with net sales in 2006 exceeding $96 million.

Experienced management 
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The market for healthy and nutritional food  is growing globally. This market consists of beverages, dairy-based 
products, bakery goods and snacks. Exhibit 1 provides a global overview by category.

Edible Film Strip Market Has Significant Growth Potential

Large market for health-based products 

The growth prospects for the edible strips market, which is in a nascent stage of development, are similar to 
those of the health drink market since they target the same groups of consumers. IRI reports that energy drinks 
are the fastest growing segment of the healthy beverage industry, with sales increasing 56% in five years.  Rapid 
sales growth for energy drinks suggests a strong potential market for edible strips as well. 

 
Exhibit 1: Global overview  by category

Source: Euromonitor
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Exhibit 2: Global beverage market 5-year growth 2001-2005

Source: SLOAN TRENDS & SOLUTIONS, INC.
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Edible film strips are being developed that contain active ingredients for a variety of purposes such as curbing 
coughs, freshening breath, alleviating cold symptoms and quelling snoring. HealthSport is focusing initially on 
products for the physical activity and energy replenishment market.

 
Exhibit 3: Edible Strip Products

Source: Industry Reports
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Edible Strip Products

Edible strips are readily absorbed through the buccal gland and deliver relief more quickly and effectively than 
traditional oral delivery systems. Providing energy-boosting supplements through edible strips also helps avoid 
the over-hydration that can result from excessive consumption of sports drinks. Unique features of this technol-
ogy include:

Unique features of edible strips

• Easy to swallow
• Rapidly absorbed by the body 
• More portable than drinks and tablets
• More cost-effective than traditional solutions
• Less calories than sports/energy drinks (Enlyten’s products contain no sugar and are calorie free)

Because of these benefits, edible film strips offer an a�ractive alternative to lozenges, gums, pills and fluids.  

Consumer acceptance of edible filmstrips has steadily increased since the 2001 introduction of Pfizer’s Listerine 
PocketPaks. This novel delivery system holds special appeal for several consumer groups, including:

Large consumer market for film strips

• People having difficulty swallowing tablets
• Sick children and the elderly
• Consumers interested in exploring the latest product trends.
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A�er the successful launch of Listerine PocketPaks which achieved sales of more than $500 million, companies 
in the UK, EU and US market have developed edible film strip products. Prestige Brands hired InnoZen to devel-
op a product for sore throat and, in 2003, launched Chloraseptic Sore Throat Relief Strips. Since then, numerous 
edible film strip products have been launched, including several products by large pharmaceutical companies. 
Novartis entered the market in 2004 just a�er InnoZen with two cough-relieving thin strip offerings under its 
Theraflu and Triaminic brand names. Novartis also started its consumer health care division to market medicinal 
thin strips. HealthSport currently does not compete directly with the above-mentioned companies which are 
focused exclusively on the medicinal products market.

Athletes consume sport drinks a�er exercising to replenish energy and fluids lost during physical activities. 
Sports drinks re-supply electrolytes burned during  exertion. Globally, there are over 600 sports and energy 
drinks. Sports drinks are a $4 billion North American market. US sales of Powerade, a Coca Cola product, in-
creased 28% last year. Pepsi Cola’s Gatorade product has an 80% share of the sports drink market. HealthSport 
indirectly competes with these sports drinks as its product has similar energy replenishment benefits.  [consider 
mentioning the VitaminWater acquisition by Coke for $4 billion]

Competition with sport drinks for market share

Clinically it’s been demonstrated that sports drinks don’t contain the proper balance of electrolytes and o�en 
contain unhealthy amounts of sugar. Both of these factors have adverse health effects. It’s also been proven that 
drinking too much fluid during intense exercise poses health risks from over-hydration.   Edible films provide a 
safe system for supplying electrolytes. In addition, since strips are quickly dissolved in the mouth, electrolytes 
are absorbed faster into the bloodstream than with other delivery systems.

Adverse sports drink side-effects
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Business Strategy

Acquisition Strategy

Following the acquisition of InnoZen, HealthSport is now a fully integrated developer, manufacturer and mar-
keter of branded nutritional supplements. HealthSport will continue to look to acquire companies with comple-
mentary products and technologies that can enhance its growth prospects. Details regarding recent acquisitions 
are provided below:

Exhibit 4: Business strategy components

Source: Beacon Equity Research 
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•   InnoZen Inc
A�er forming a joint venture with InnoZen from April 2005, HealthSport acquired InnoZen in May 2007 for 
$40 million. Through this acquisition, the Company increases its research, development and manufacturing 
capabilities for formulating new edible film products and OTC drugs. 

InnoZen is a formulator, developer and manufacturer of edible film strips. InnoZen has developed a superior 
and proprietary edible film strip delivery technology. InnoZen was the first to develop Chloraseptic Sore 
Throat Relief Strips in June 2003. It has five patents pending and has developed numerous proprietary pro-
cesses for developing and manufacturing  edible film strips. 

•   Cooley Nutraceuticals, Inc
In December 2006, HealthSport acquired Cooley Nutraceuticals by issuing 375,000 shares of restricted com-
mon stock. Cooley owns a proprietary formula for relief from symptoms associated with hangovers. Health-
Sport plans to launch a new product based on Cooley’s formula in the second quarter of 2007. 
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Product Portfolio

•   Enlyten™ SportStrips™
nnoZen has developed electrolytic film strips for oral rehydration applications. These 
can be used along with water to replenish electrolyte levels in the body a�er exercise 
or illness. HealthSport’s Enlyten™ SportStrips have been successfully tested and will 
be available in the market beginning in June 2007.

•   Enlyten™ PediaStrips™

HealthSport and InnoZen have developed and tested PediaStrips. Consumer fo-
cus groups made up of mothers, were used to help create all elements of product 
packaging. Targeted advertising and media campaigns will create brand aware-
ness though retail and mainstream means via in-store advertising, print and ra-
dio. Several Pediatricians have already placed their stamps of approval on Pe-
diaStrips and will recommend this product to parents.

•   Enlyten™ Energy Film Strips

Healthsport has developed a new edible film strip in collaboration with InnoZen. These nutritional supple-
ment strips provide natural energy enhancers, caffeine, electrolytes, antioxidants, and other essential vita-
mins and minerals. This proprietary product is an extremely useful energy booster for individuals exhausted 
by strenuous activities, jet lag, lack of sleep or excessive alcohol intake.

•   Enlyten™ Survival Strips™

Healthsport and InnoZen are working with the US Military to test the performance of Survival Strips de-
signed for military personnel. These strips are made available to soldiers during extended military opera-
tions and serve to boost energy, combat dehydration and increase alertness. Survival Strips contain anti-
oxidants, non-cavity causing sweeteners, vitamins, herbal extracts, electrolytes, caffeine and other beneficial 
compounds that provide an energy boost under stressful conditions.

•   FIX™ Hangover Strips

FIX™ Hangover Strips quickly provide electrolytes to help (along with non-alcoholic liquids) re-hydrate 
what the kidneys have excreted while drinking alcohol and quickly replenish essential vitamins and miner-
als. Fix contains B-Vitamins which are important in aiding the carbohydrate (alcohol) metabolizing process 
and in dilating blood vessels. B-vitamins also help restore energy levels. Other products currently on the 
market do not provide the remedy of Fix. It is estimated that hangovers potentially cost society more than 
$100 billion dollars in lost wages, missed work days and poor productivity. Fix, an effective treatment for 
the constellation of symptoms that accompany a hangover, will provide an enormous reduction in pain and 
suffering and a boost in productivity.
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•   Suppress Strips®

These cough-suppressing strips  were introduced by InnoZen in 2004. They belong to a class of drugs known 
as preventative formulation strips. The potential market for these products is growing as a result of consumer 
health concerns and desire to relieve cough, cold and sore throat symptoms. Suppress Strips are available in 
two different formulations (Dextromethorphan and Herbal) at approximately 10,000 retail outlets across the 
US. Some of the leading drug store chains marketing this product include Rite Aid, Winn Dixie, Drugstore.
com, Eckerd, Ralph’s and Longs Drugs. The Company plans to introduce Suppress Strips into international 
markets later this year. 

•   Chloraseptic Strips

InnoZen introduced a benzocaine film strip  under Prestige’s Chloraseptic® brand in 2003 and continues to 
receive royalties from Prestige Brands. Chloraseptic Sore Throat Relief Strips were the first thin film strips to 
be marketed across the US.

Target Market

The Company is currently targeting athletes as its market for edible film strip products but these products hold 
appeal for all the age groups. Children and teenagers like film strip products because they are new and inno-
vative.  Middle-aged adults appreciate the product’s convenience and portability. Seniors like these products 
because they are easy to swallow and provide pre-measured amounts of medication. 

Manufacturing and Packaging

HealthSport uses InnoZen’s drug research and development facility and  manufacturing plant to produce its ed-
ible film strips.  InnoZen’s research abilities will be utilized to develop and deliver new film strip formulations 
and products to the market. In addition, InnoZen operates a high-tech cu�ing and packaging facility. Products 
are packaged in tamper-resistant, sealed wrappers that provide a long shelf life and high tolerance to heat, cold 
and humidity. The Company’s blister card machinery produces retail-ready packaging, blister card single and 
multi-packs, and flow wrap individual product packaging.



Analyst: Lisa Springer, CFA
Initial Report
June 5th, 2007

HealthSport, Inc. (OTC BB: HSPO) 11

Intellectual Property

Marketing, Distribution and Sales Strategies

HealthSport, through its InnoZen subsidiary, has filed numerous patents applications to protect its film strip 
development and manufacturing techniques and the compounds it delivers in edible film. InnoZen also seeks to 
protect the delivery of the specific drug’s active ingredients in its edible film strips. HealthSport also protects its 
trade secrets in manufacturing edible film strips. These new core technologies include novel methods of manu-
facturing film strips to create additional stability and to increase the amount of drug actives that can be delivered 
in a single film strip. 

•   Marketing through wholly-owned  Enlyten subsidiary
HealthSport has established Enlyten as its wholly-owned subsidiary to provide sales, marketing, and distri-
bution services for the Company’s various products. HealthSport products will be marketed and distributed 
through traditional outlets including grocery and drug stores, big box retailers and sporting goods stores 
and also through non-traditional channels such as college bookstores, organizational events and nightclubs. 
The Company has retained the services of Cenergy Communications, a full-service communications, con-
sulting and creative branding firm, to assist in the market launch of its Enlyten strip products.

InnoZen has filed U.S. and foreign trademark and patent applications to protect its product line and its general 
technology. InnoZen relies on a combination of intellectual property laws, nondisclosure agreements and other 
measures to protect its proprietary rights. Currently, InnoZen has six United States patent applications pending; 
it expects to file several more before the end of 2007. InnoZen has also filed patent applications in several foreign 
countries. HealthSport and InnoZen also own various trademarks, including Enlyten, Enlyten Energy, SportStrips, 
PediaStrips, FIX Strips, Survival Strips, Suppress, Redefine your Peak, and Medicine in a Strip. 

The Company is aggressively promoting its existing products, while continuing to develop new products. 
HealthSport utilizes the following marketing strategies:

•   Product positioning through celebrities and sportspersons
In April 2007, the Company contracted with US women’s professional soccer player, Brandi Chastain, to 
serve as a celebrity spokesperson for Enlyten SportStrips. In May 2007, HealthSport formed a partnership 
with AC Milan, one of the world’s premier soccer clubs, to test and subsequently endorse Enlyten Sport-
Strips. AC Milan players will use Enlyten SportStrips on a daily basis as part of their regular nutritional regi-
men to assist in maintaining proper hydration and muscle recovery. In addition, Enlyten will be sponsoring 
20 AC Milan summer camp programs across the US.

In the future, the Company intends to procure the support of a senior level former military officer to promote 
its products among US military personnel. 

•   Endorsements from clinical experts
Drs. David Berkoff and Anthony Seaber, medical doctors and experts in sports medicine at Duke University, 
have conducted research on the Company’s products and validated the product benefits. HealthSport is utilizing 
endorsements from leading clinicians to market its products to  medical professionals, coaches and trainers. 
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•   Advertising through various avenues
The Company plans to pursue a variety of advertising channels  to  introduce its products to the general 
public and to health, fitness, and sports professionals. HealthSport is developing a multi-tiered promotion 
program, leveraging print media, radio, and internet advertising. The Company also plans to promote its 
products through tradeshows and conferences.

Exhibit 5: Marketing strategies

Source: Company Reports
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Hansen Natural Corporation produces and distributes alternative beverages such as natural sodas, fruit juices, 
energy drinks & energy sports drinks, fruit juice smoothies, functional drinks, sparkling lemonades & orange-
ades, non-carbonated ready-to-drink iced teas, lemonades, juice cocktails, children’s multi-vitamin juice drinks 
and non-carbonated lightly flavored energy waters. Hansen also develops, markets, sells and distributes energy 
drinks under the brands Monster Energy, Lost Energy, Rumba, Joker Mad Energy and Blue Sky. 

Competitive Analysis

Hansen Natural Corp.

Kra� Foods manufactures and sells packaged food and beverages in the United States, Canada, Europe, Latin 
America, Asia Pacific, the Middle East and Africa. Kra� operates in two segments: Kra� North America Com-
mercial and Kra� International Commercial. Kra�’s brands span five consumer sectors: snacks, beverages, cheese 
& dairy, and grocery & convenient meals. Beverages include coffee, juice drinks and powdered beverages. Kra�’s 
Fruit2O water beverage is one of the leading brands in the beverage industry. 

Kra� Foods Inc.

Co� Corporation, incorporated in 1955, is a non- alcoholic beverage company. Its products include carbonated 
so� drinks, flavored waters, juice-based products, bo�led water, energy drinks and ready-to- drink teas. Co� 
operates through subsidiaries in North America and Europe, which include Co� Beverages Inc.( United States), 
Co� Corporation (Canada) and Co� Beverages Ltd. ( United Kingdom ). Customers include large national and 
regional grocery chains, mass merchandisers, drugstores, and wholesale and convenience store chains. Wal-
Mart is its biggest customer, accounting for more than 10% of 2006 revenues.  

Co� Corporation

Reed’s Inc. produces and sells non-alcoholic beverages, candies and ice creams. The company product line in-
cludes ginger brews, root beer and cream sodas, china colas, ginger juice brews, ginger candies and ginger ice 
creams. It manufactures and sells 15 beverages, 3 candies and 3 ice creams. Products are marketed through spe-
cialty gourmet and natural food stores, supermarket chains, retail stores and restaurants in North America.  The 
company owns a packing facility in Los Angeles, and has contracted for a co-packing facility in Pennsylvania as 
well as smaller co-packing facilities in the US and Europe.

Reed’s Inc.
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Due to its early development stage, HealthSport has yet to generate meaningful revenues. The company has 
reported net losses for the past two years. Sales totaled $1,137 for all of 2006 and $5,897 in the 2007 first quarter.  
[does not include InnoZen’s numbers]

Financial Analysis

Cost of sales was $548 in 2006 and $3,877 for the three months ended March 31, 2007. 

Exhibit 6: Sales: 2006 versus March quarter 2007 

Source:  Company’s SEC Filings
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Exhibit 7: Cost of sales: 2006 versus March quarter 2007

Source:  Company’s SEC Filings

Gross profits were $589 in 2006 and $2,020 for the three months ended March 31, 2007. 
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Exhibit 8: Gross profit: 2006 versus March quarter 2007

Source: Company’s SEC Filings
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Operating expenses for full-year 2005 and 2006 were $1,476,554 and $711,719, respectively. The main reason for 
the decline was a significant drop in selling general and administrative expenses. Operating expenses rose to 
$1,059,888 in the March quarter of 2007. 

Exhibit 9: Operating expenses : 2005, 2006 & March quarter  2007

Source: Company’s SEC Filings
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Operating losses before interest and taxes were $1,476,554 and $711,130, respectively, in 2005 & 2006. Operating 
losses before interest and taxes increased to $1,057,868 during the three months ended March 31, 2007. 
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Source: Company’s SEC Filings

Interest expense of $400,911 and $424,802, respectively, was recorded in 2005 and 2006.  The Company reported 
no interest income in 2005 and interest income totaling $8,137 in 2006. Interest income increased to $ 9,227 in the 
three months ended March 31, 2007.

The Company reported net operating losses of $ 1,438,047 and $ 1,906,425, respectively, in 2006 and 2005, a 25% 
year-over-year decline. Net operating losses were $1,048,641 in the March 2007 quarter.

Exhibit 10: Loss before interest & taxes: 2005, 2006 & March quarter 2007
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Assets grew to approximately $4.65 million in 2006 and $7.25 million in the first quarter of 2007. Cash totaled 
$318,144 at year-end 2006.  In May 2007, Healthsport closed a private placement of its shares which generated 
total net proceeds of $6 million. Under the terms of the placement, HealthSport sold approximately 4 million 
shares of common stock at a fixed price of $1.50 per share. The proceeds of the private placement will be used for 
general working capital and to expand the capacity of the Company’s recently acquired InnoZen subsidiary. 

Exhibit 11: Net loss for year 2005, 2006 & first quarter ending March 2007
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HealthSport plans to begin aggressively marketing its edible film strip products in the second half of 2007 
through its relationship with MEDCO and numerous retail outlets at a retail price of approximately $3.00 per 
pack. Based on current production capacity of approximately 10 million packs annually, HealthSport could po-
tentially produce revenues from product sales approaching $20 million over the next 12 months. The Company 
is also planning to expand capacity and has entered into discussions with mass market retailers and drug store 
chains who have expressed interest in carrying its products. A distribution agreement with any of these large 
retailers could easily add an additional $20 million to annualized revenues. Longer-term, HealthSport believes a 
goal of $80 million in annual revenues is a�ainable by 2009. 

Outlook

We expect the Company to generate revenues totaling approximately $7 million for full-year 2007, with revenues 
ramping up to $20 million in 2008 and approaching $40 million in 2009. 
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HealthSports, Inc. is currently focused on the energy replenishment market and targets athletes as its audience. 
The companies listed below as its peer group also market energy replenishment products.  

Valuation Analysis

Exhibit 12: Valuation 

Source: Reuters, Beacon Research

Company Name

Hansen Natural Corp.

Ticker 
Symbol

Price/ 
share($)

Market Cap. 
$ million

PE P/S

2007 2008 2009 2007 2008 2009

Kraft foods Inc.

Cott Corp.

Reed’s Inc.

Average for the Peer group

HealthSport, Inc.

HANS

KFT

COT

REED

HSPO

38.46

32.60

15.75

7.00

23.45

2.20

3,463.67

52,294.06

1,129.86

50.00

53.0

26.21

18.07

33.81

NA

26.03

19.28

16.79

24.28

NA

20.12

NA

15.07

19.03

NA

17.05

3.22

1.41

0.59

NA

1.74

3.31

3.70

9.55

2.92

4.87

NA

1.36

0.55

NA

0.96

The peer group companies were recently trading at Price/Sales multiples ranging from a low of 0.6 times rev-
enues for Co� Corp to a high of 4.1 times revenues for Hansen Natural Corp. The peer group average Price/Sales 
multiple is approximately 2.5 times revenues. At a recent $2.20 share price and with approximately 24 million 
shares outstanding, HealthSport has a current market capitalization of approximately $53 million.  At that valu-
ation level, the Company’s shares trade at about 3.6 times projected 2008 revenues but only 1.3 times projected 
2009 revenues. Given the rapid growth expected for HealthSport over the next three to five years, with sales ex-
pected to double between 2008 and 2009, we think a valuation above peer group levels is warranted. As a result, 
we are initiating coverage of HealthSport with a Speculative Buy rating and a $4.00 price target, based on a Price/
Sales multiple of 2.5 times projected 2009 revenues. We anticipate significant share price gains for HealthSport if 
the Company is successful in negotiating a distribution agreement for its products with a major mass marketer 
or drug store chain. 
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Mr. Davidson has been the Company’s Chairman of the Board since May 4, 
2007.  Since May 2002, Mr. Davidson has also served as the President, Chief 
Executive Officer and a director of InnoZen.  From January 2002 through July 
2005, Mr. Davidson was President and Chief Executive Officer of Zengen, Inc.  
Mr. Davidson has over eight years of experience in the biopharmaceutical in-
dustry.  From September 1998 to December 2001, Mr. Davidson was the chief 
executive officer of Gel Tech, L.L.C., where he raised capital for the market 
launch and distribution of the Zicam product line. He led the marketing team 
that took Zicam from an unknown entity to one of the top medications in its 
class. He also implemented and launched line extensions to strengthen the 
brand name and increase company value. From October 1994 to August 1998, 
Mr. Davidson was the chief executive officer of Biotem Cytotechnologies, Inc., 
a biopharmaceutical research and development company. Mr. Davidson re-
ceived his B.S. degree with a concentration in Biological Life Sciences from 
The University of the State of New York, (Excelsior College).  He has a Masters 
Certificate in Applied Project Management from Villanova University and re-
ceived his Masters of Public Health (Homeland Security) from American Mili-
tary University, Virginia.  Mr. Davidson is a certified Performance Enhance-
ment Specialist through the National Academy of Sports Medicine.

Robert Steven Davidson
Chairman of the Board

Mr. Kelly has served as the President and Chief Executive Officer since Janu-
ary 1, 2007.  Mr. Kelly began his business career approximately 20 years ago 
managing and advising Jim Kelly, his brother and Pro Football Hall of Fame 
Quarterback.  Mr. Kelly also owns and serves as the President of Jim Kelly 
Enterprises, Inc., a company started over 15 years ago.  In 1988, Mr. Kelly 
negotiated the most lucrative player contract in NFL history (at that time) for 
Jim.  Mr. Kelly has 20 years experience in marketing, promotions and celebrity 
endorsements and continues to work with such companies as Coors, Miller 
Lite, LA Weightloss and Ameriquest.  Mr. Kelly received his bachelor’s degree 
from the University of Houston and was a prominent member of the NFL 
Quarterback Club, serving on the Sponsorship and Marketing Commi�ees 
that negotiated comprehensive, multi-year deals with major US companies 
such as Motorola, Coors, KFC, Nike and Disney among others.  He is the vice 
chairman of the Kelly for Kids Foundation.

Daniel J. Kelly
President 

Mr. Burns has served as the Chief Operating Officer and a Director of the 
Company since May 4, 2007. Mr. Burns has also been an officer and director 
of InnoZen since April 2004. Prior to joining InnoZen and its parent Zengen, 
from July 2001 to February 2002, Mr. Burns was an associate a�orney at Mor-
gan Lewis & Bockius, LLP, where he worked in the firm’s business and finance 
practice group in the Los Angeles office. Prior to joining Morgan Lewis, Mr. 
Burns worked as an associate a�orney in the corporate finance group at Mor-
rison & Foerster’s San Francisco office. Prior to joining Morrison & Foerster, 
Mr. Burns worked as an associate a�orney in the corporate practice at Holland 
& Knight in Tampa, Florida. His law practice concentrated on mergers and 
acquisitions and corporate finance for companies in a variety of industries, 
including life sciences and technology. Mr. Burns has also provided counsel to 
public and private companies on general corporate law, corporate governance 
and securities ma�ers. Mr. Burns received his J.D. from Stetson University of 
College of Law in 1995 and his B.A. in Finance from the University of South 
Florida in 1992.

Ma�hew Burns 
Chief Operating Officer & Director 



Analyst: Lisa Springer, CFA
Initial Report
June 5th, 2007

HealthSport, Inc. (OTC BB: HSPO) 20

Mr. Thomas joined the Company as Vice President and Director of Sales. He has 27 
years sales experience and formerly worked for Acosta, the world’s largest food bro-
ker. Acosta has $200+ million in annual sales. Thomas served as Director of HBC/GM 
Northeast Region.

Gary Thomas
Vice President and Director of Sales

Mr. Freeman was appointed as an outside Director of the Company on March 25, 2006.  
Mr. Freeman is the owner and president of Routh Stock Transfer, Inc.  Mr. Freeman 
has been instrumental in assisting with investor relations development, business plan/
marketing plan development, and strategic business planning for private and public 
companies.  He also has 7 years experience with marketing and management in the 
retail industry.  Mr. Freeman has also consulted with various companies, both public 
and private, on ways to be more efficient in their use of capital and manpower, assist-
ing management and sales staff in mapping out plans and strategies for companies to 
reach specific goals and thresholds.  Mr. Freeman graduated from Texas A&M Univer-
sity at Commerce in 1998 and is president and a director of Sagauro Holdings, Inc. and 
a director of Interim Capital Corporation.

Jason Freeman
Director

Mr. Durschlag was appointed a Director of the Company on September 11, 2006.  Mr. 
Durschlag is the co-developer of the Enlyten electrolyte sports strips and co-authored 
the patent, “Edible Film for Transmucosal Delivery of Nutritional Supplements”.  Mr. 
Durschlag has extensive experience in the fields of healthcare and sports medicine, 
with specific emphasis on novel drug delivery systems.  In addition, Mr. Durschlag is 
a partner in Greenville, South Carolina based GlucoTec, Inc., a developer and manu-
facturer of an FDA Class II Medical Device designed to regulate blood glucose levels 
in an acute care se�ing via both intravenous and subcutaneous delivery of insulin and 
other fluids.  Mr. Durschlag has also co-authored patents in this area.  Previously, Mr. 
Durschlag served as Vice President of Sales and Marketing for Diabetes Management 
Services, Inc., a durable medical equipment distributor with specific treatment mod-
ules in women’s health and pregnancy.  Mr. Durschlag holds a bachelors degree from 
California University of Pennsylvania and an MBA from Clemson University. 

Hank Durschlag
Director

Michael Prui�, 46, is a long-time entrepreneur with a proven track record, possessing 
the expertise to evaluate potential investments, form key relationships and recognize 
a strong management team.  Mr. Prui� founded Avenel Financial Group, a boutique 
financial services firm concentrating on emerging technology company investments.  
The business succeeded immediately, and in order to grow Avenel Financial Group 
to its full potential and be�er represent the company’s ongoing business model, he 
formed Avenel Ventures, an innovative technology investment and business develop-
ment company.  In the late 1980s, Mr. Prui� owned Southern Cartridge, Inc., which 
he eventually sold to MicroMagnetic, Inc., where he continued working as Executive 
Vice President and a Board member until Southern Cartridge was sold to Carolina 
Ribbon in 1992.  From 1992 to 1996, Mr. Prui� worked in a trucking firm where he was 
instrumental in increasing revenues from $6 million to $30 million.  The firm was sold 
in 1996 to Priority Freight Systems.  Between 1997 and 2000, Mr. Prui� assisted several 
public and private companies in raising capital, recruiting management and prepar-
ing companies to go public or be sold.  He was the CEO, President and Chairman of 
the Board of Onetravel Holdings, Inc. (formerly RCG Companies), a publicly traded 
holding company formerly listed on the AMEX.  Mr. Prui� received a Bachelor of Arts 
degree from Coastal Carolina University in Conway, South Carolina, where he sits on 
the Board of Visitors of the Wall School of Business.  He is also Managing Director of 
Cain Capital Advisors.  Mr. Prui� is currently CEO and director of Chanticleer Hold-
ings, Inc. (CEEH.OB), a business development company under the Investment Com-
pany Act of 1940 and CEO and director of Syzygy Entertainment, Ltd. (SYZG.OB), an 
entertainment company with operations in the Turks and Caicos Islands.

Michael D. Prui�
Director
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HealthSport, Inc is in an early stage of development. The Company has yet to generate meaningful revenues and 
has accumulated net losses. 

Risk Factors

Acceptance by consumers
While there are a number of edible film strip products available, this market is still in an early development stage. 
HealthSport’s sales success will depend on edible film strips being widely accepted by its targeted consumers. 

Competition from alternative products
The Company’s energy boosting products compete with a variety of energy drinks marketed by major beverage 
companies.  If HealthSport introduces cough suppressant and other health products, it may face competition from 
similar products marketed by major drug manufacturers. 

Competition for resources
Many of the Company’s competitors in the energy boosting product market have significantly greater financial, 
distribution and marketing resources.
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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 avail-
able information 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 future 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.  Beacon Equity Re-
search has been compensated a total of fi�een thousand dollars by Onyx Consulting for an enrollment of HealthSport in its research program. 
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 be�er 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. 

Disclaimer

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

I, Lisa Springer, 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 influenced 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.

Lisa Springer, MBA, CFA - Research Analyst

Lisa serves Beacon Research Partners as a research analyst. She brings to the company over 15 years experience in equity research and invest-
ment marketing. Prior to joining Beacon, Lisa worked as an equity analyst for an independent research provider. She has also held positions as 
investor relations officer for a NYSE-listed company and director of financial analysis for a large consulting firm. Lisa earned an MBA from the 
University of Chicago and is a Chartered Financial Analyst (CFA).


