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INTRODUCTION 

Isonics Corporation (Nasdaq: ISON) is an emerging leader in the 

field of isotopically-engineered materials and is committed to the 

development of next-generation technology for the homeland 

security and the semiconductor markets.  (Readers unfamiliar with 

any technologies presented in this report are encouraged to read the ini-

tial research report issued by Beacon Equity Research on Isonics Corpo-

ration on February 23, 2005.) 

The Company’s principal activity is to develop and market prod-

ucts based on isotopes for applications in the energy, medical re-

search, diagnostic, pharmaceutical, and semiconductor indus-

tries.  Isonics develops and commercializes products based on 

enriched stable isotopes and radioactive isotopes.  The firm’s ma-

jor products include cadmium and stable isotope labeled com-

pounds.   
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On May 17th, 2005, Isonics announced that it had successfully completed the acquisition of 

Protection Plus Security Consultants.  The acquisition is a key part of Isonics' strategy to 

continue to build its homeland security division into a multi-dimensional business through 

continual internal product development as well as by the acquisition of profitable businesses 

and complimentary technologies.  This deal has been in development since the beginning of 

December 2004 when it was first publicly announced.   The final agreement called for $2.5 

million in cash and 506,527 shares of Isonics’ common stock, recently valued at $1.125 

million.  

 

Protection Plus Security Consultants generated un-audited revenue of $13 million for the 

year 2004.  Protection Plus provides a range of advanced, technology-based security services 

for many leading businesses and institutions.  Protection Plus provides services on two 

platforms: 1) security solutions, and 2) investigative solutions.  The services from security 

solutions include armed and unarmed security personnel, electronic security systems, armed 

escort couriers, video/electronic surveillance, mobile vehicle patrols, and special event 

security.  The investigative solutions division is comprised of communications security, 

employment investigations, voice and handwriting analysis, DNA testing, drug screening, 

and polygraph investigations etc.  

PROTECTION PLUS ACQUISITION COMPLETED 

The Company currently operates in three main market segments, namely, life sciences, 

homeland security, and semiconductor materials and products.  The life science segment 

sells both stable and radioisotopes in elemental and simple compound forms.  

The semiconductor division produces advanced SOI wafers and is involved in 

several research and development projects including silicon-28 forms for use 

in life sciences applications. 

However, Isonics’ efforts in the Homeland Security segment are beginning to emerge as the 

key to future growth as it proceeds to further develop its neutron-based detection 

technologies.  We also believe that other initiatives undertaken by the Company in the 

homeland security industry will help it to achieve sustainable, high growth rates in the years 

to come. 
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The services offered by Protection Plus are highly technical and complimentary to Isonics’ 

current offerings.  On this account, we believe that the acquisition of Protection Plus will fur-

ther strengthen Isonics’ homeland security division through the addition of both Protection 

Plus’ ongoing business and revenues, as well as its extensive relationships and experience 

within the worldwide security industry. This acquisition should provide the Company many 

professional and customer contacts with its homeland security division.  It should also ex-

tend the marketing capabilities for other Isonics homeland security products and technolo-

gies which are currently under development. 

Our initial report on Isonics had already taken into account the positive impact of this acqui-

sition on its future cash flows.  The following table shows our forecasted revenues for the 

next few years from the homeland security business segment of Isonics: 

 

 

We believe that since Protection Plus had already booked revenues of $13 million in 2004, 

our estimates for 2006 can be considered realistic.  From the above table, it is clear that we 

forecast Isonics’ homeland security division to grow at a rate of 50% CAGR for the next 5 

years.  Our high growth prospects are based on the marriage of the strengths of Isonics and 

Protection Plus, creating strong and valuable offerings, as well as a positive reception from 

the market of the Company’s NeutroTest™ detection device. 

IMPACT OF ACQUISITION ON ISONICS 

Year 2006 2007 2008 2009 2010 

Million $ $16 $24 $36 $54 $81 
 

RECENT NEWS HIGHLIGHTS 

April 28, 2005 – Company Launches 300 Millimeter Large-Diameter Silicon Wafer Product Line. 

James Alexander, Chairman and CEO of Isonics states, "The 300 millimeter wafer format is 

the state-of-the-art in semiconductor manufacturing. Based on our discussions with domestic 

chip manufacturers, there appears to be strong demand for the products and services we are 

prepared to provide. We believe that this business is a particularly good fit for Isonics since 
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we have been working to position ourselves to provide the very top level of service and ad-

vanced products, where pricing is most attractive, especially in comparison to previous gen-

erations of smaller diameter wafers." 

April 1, 2005 – Isonics Executes Letter of Intent to Acquire NeutroTest Technology Development 

Partner IUT-Berlin.  The acquisition of IUT-Berlin is one of Isonics' early significant steps to 

expand its homeland security division since the recent completion of a $22 million financing 

designed to increase the Company's revenue and growth.  IUT-Berlin is Isonics' development 

partner for NeutroTest™, the next-generation neutron-based explosive scanning and detec-

tion device that Isonics is developing for commercial sales. IUT has also developed a number 

of other products and technologies that will enrich Isonics' life sciences and homeland secu-

rity divisions, and expand the Company's pipeline of proprietary technologies and products. 

CONCLUSION 

We reiterate our price target of $7.86 for this issue based on the belief that the Company will 

continue to expand and integrate its own technical skills and the technical skills of Protection 

Plus.  The homeland security market is rapidly growing, and Isonics should be able to cap-

ture adequate market share. 

A significant risk to the Company is the possibility of a “cultural mismatch” between Isonics 

and Protection Plus, which may prevent the synergies from this deal flowing into share-

holder value. We believe that Isonics’ management should be aware of these issues and initi-

ate appropriate measures to take corrective actions, should the need arise.  Other risk factors 

mentioned in our original report dated February 23rd, 2005, are also valid. 
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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 in-

formation in this report should be construed as an endorsement to either buy or sell any securi-

ties mentioned in this report.  The analyst(s) who prepared this report rely on publicly available 

information which neither the analyst, nor BER, can guarantee to be error-free or factually accu-

rate.  All conclusions in this report are deemed reasonable and appropriate by the author. Bea-

con Equity Research has been compensated nine-thousand dollars by Isonics Corporation for a 

6-month enrollment in its research program.  All decisions are made solely by the analyst and 

independent of outside parties or influence.  The Private Securities Litigation Reform Act of 

1995 provides investors a “safe harbor” in regard to forward-looking statements.  To fully com-

ply 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.  In accordance with the “Standards for Independent Research Pro-

viders” issued by the FIRST Research Consortium, BER makes the following assertions: ratings 

and price targets in this report should not be construed as recommendations or stock price pre-

dictors.  Conflicts are inimical to credible professional research, however, the analysts responsi-

ble for this report publicly state that they do not own a stake in any of the companies covered in 

this report.  Neither they nor principals of this research provider are permitted to trade any 

form of equities of companies being covered prior to research being initiated. 

 

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. 

 
All material contained in this report is the sole property of Beacon Research Partners, LLC.  

No information contained herein may be copied or reproduced in any manner without the 

express written consent Beacon Research Partners, LLC. 


