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Update Report 
Rating:  Strong Speculative Buy 

Basis for Rating 
Provectus Pharmaceuticals Inc. is developing minimally invasive drug therapies to treat various cancers and psoriasis.  
Decades of use have demonstrated that the active agent in Provectus’  drug candidates rose bengal disodium (Rose Bengal), 
is safe and nontoxic.  Preclinical and early clinical data suggest that Rose Bengal has the potential to make signifi cant 
therapeutic advances against treating diseases characterized by cellular over-replication.  These diseases include cancers 
and chronic skin afflictions such as psoriasis and eczema. 
 
Several recent reports from Provectus indicate that the Company continues to make good progress with Phase 1 clinical 
investigations in the treatment of metastatic melanoma and breast cancer. Importantly, signifi cant degrees of tumor 
ablation have been reported along with the “bystander effect,”  which is the shrinkage of untreated tumors subsequent to 
treatment of primary tumors.  In addition, Provectus plans to soon begin a Phase 2/3 metastatic melanoma trial, a Phase 1 
liver cancer trial, and a Phase 2 psoriasis trial, as shown in Figure 1. 
 
All of the markets addressed by Provectus’  clinical development programs are large and underserved by current therapies.  
Successful progress in any one of the Company’s programs for treatment of cancer or psoriasis could add $200 million or 
more to Provectus’  market capitalization and more than double its stock price to $3.90 per share, our 12-month target 
price.  For these reasons, Provectus is rated a Strong Speculati ve Buy.  This rating assumes that Provectus will achieve its 
clinical goals and sell, license, or partner one or more of its pharmaceutical development programs within our target time 
frame. 
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Figure 1. Provectus’  Projected Clinical Ti melines 
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Source: Provectus Pharmaceuticals and Dutton Associates Estimates 
 
Company Profile 
Provectus is an early stage biopharmaceutical company that is developing an agent that, in preclinical and early clinical 
studies, has shown promise in treating diseases characterized by cellular over-replication.  These diseases include cancers 
and chronic skin afflictions such as psoriasis and eczema.  The key active ingredient that Provectus is developing is Rose 
Bengal.  After decades of use as an intravenous and topical diagnostic imaging agent, Rose Bengal appears to be safe and 
nontoxic to healthy biological tissue. 
 
Provectus’  researchers have found that Rose Bengal offers several important attributes that may make it a powerful tool in 
treating cancer and certain other diseases - attributes that offer signifi cant advances over current commonly used therapies. 
They discovered through preclinical testing that when Rose Bengal is injected directly into tumors, it rapidly ablates, or 
destroys, the targeted tumor lesions, but it causes little or no damage to the surrounding healthy tissue.  Rose Bengal 
crosses the cell membranes of tumor cells and is preferentially retained by them.  It does not enter normal cells. Instead, it 
is rapidly excreted from healthy tissue through the blood stream without undergoing metabolism. 
 
Provectus’  scientists also discovered a second, yet equally important, reaction to Rose Bengal.  When treating certain 
tumor lines, Rose Bengal appears to trigger a tumor-specifi c immune response that results in the destruction of untreated 
bystander metastatic tumors.  Researchers observed these results in well-structured and documented laboratory tests using 
mice.  Scientists also had occasional opportunities to treat spontaneous tumors in veterinary subjects with Rose Bengal, 
and results proved essentially identical to those seen in the laboratory: chemoablation of treated tumors along with the 
ablation of distant bystander metastases.  In recent months the bystander effect has also been observed in humans during 
Provectus’  ongoing clinical trials using a form of Rose Bengal to treat metastatic melanoma and recurrent breast cancer. 
 
Provectus’  pharmaceutical development programs are in oncology and dermatology, and it currently has early stage 
clinical programs in progress for treatment of psoriasis, metastatic melanoma, and breast cancer.  A fourth trial for the 
treatment of liver cancer is planned for this year.  Management anticipates that prescription drug products developed from 
these programs will be safer and more specifi c than those currently available. 
 
Financial Highlights 
Provectus lost $8.9 million, or $0.23 per share, in 2006 on operating expenses of $7.2 million.  This compares with a loss 
of $11.8 million, or $0.62 per share, in 2005 on operating expenses of $5.7 million.  We had projected that Provectus 
would lose $9.1 million, or $0.24 per share, in 2006 on operating expenses of $7.3 million. 
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For the final quarter of 2006, Provectus lost $2.1 million, or $0.05 per share, on operating expenses of $2.0 million.  This 
compares with a loss of $4.9 million, or $0.22 per share, in 4Q05 on operating expenses of $1.7 million.  We had projected 
that Provectus would lose $2.3 million, or $0.06 per share, in 4Q06 on operating expenses of $2.1 million. 
 
Provectus ended 2006 with $7.2 million in cash equivalents and short-term investments compared with $6.7 million at the 
end of 2005.  Working capital reached $6.5 million by the end of 2006, compared with $4.3 million at the end of the prior 
year.  
 
After the close of the year, Provectus converted all outstanding debentures, leaving the Company with no debt on its 
balance sheet.  In January, $245,833 of convertible debt was converted into 327,777 shares of common stock at $0.75 per 
share, then, in February 2007 another $121,667 of convertible debt was converted into 162,223 shares of common stock at 
$0.75 per share. 
 
Also in January and February Provectus raised $2.4 million through the sale of 2.3 million shares of stock in a private 
placement to 16 accredited investors.  The Company paid $273,090 and issued 231,905 shares to placement agents for this 
transaction.  
 
In 4Q05 the Company sold 2,315,000 shares in private placements for $1.00 per share and paid $272,950 plus 231,500 
shares valued at $284,800 to the placement agents. 
 
Recent Developments 
Several clinical developments that we expected in 1Q07 have been slightly delayed.  Provectus’  had planned to begin its 
Phase 2/3 clinical trial using the Company’s photodynamically activated topical treatment, Xantryl, a formulation of Rose 
Bengal, to treat psoriasis in 1Q07.  However, this trial has been delayed as Provectus continues providing the required 
Food and Drug Administration reporting to support the Company’s active Investigational New Drug application, according 
to a recent SEC fi ling.  The FDA requires the publication of results regarding the multiple treatment scenario of the active 
ingredient in Xantryl.  
 
Provectus still expects to soon begin Phase 2 studies.  Scientists expect to assess the potential for remission of psoriasis 
using a series of weekly treatments similar to those used for PUVA. PUVA is an approved light-based therapy that 
combines the drug Psoralen with exposure to ultraviolet-A light that is used to treat eczema, psoriasis, and vitiligo. 
 
However, while PUVA is effective, it may increase a patient’s risk of skin cancer.  A 1997 report in the New England 
Journal of Medicine described the study of 1,380 patients with psoriasis treated with PUVA in 1975 and 1976.  Doctors at 
the Harvard Medical School found that 15 years after their fi rst PUVA treatments, the risk of malignant melanoma had 
increased, especially among patients who received 250 treatments or more.  Although Xantryl has proved benign so far, 
the long-term effects of its frequent activation with ultraviolet light are unknown. 
 
We also expected results in 1Q07 from Provectus’  cancer trials, one in metastatic melanoma and a second in breast cancer.  
The melanoma trial was conducted at two of the world’s leading melanoma treatment and research centers, the Sydney 
Melanoma Unit and the Newcastle Melanoma Unit, both located in New South Wales, Australia, a country where the 
incidence of melanoma is more than twice that of the United States.  Each subject enrolled in the study has one or more 
tumors treated with a single injection of Provecta, and the local response to the treatment was observed for a period of 12 
to 24 weeks.  The breast cancer trial was conducted in New Zealand.  Results from both trials are now expected in the next 
few weeks.   
 
In January Provectus received orphan drug designation for its anticancer agent Provecta from the FDA for the treatment of 
metastatic melanoma.  The Orphan Drug Act grants special status to a product to treat a rare disease or condition.  The 
orphan drug designation will entitle Provectus to exclusive marketing rights in the United States for up to seven years 
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should it be the fi rst company to receive marketing approval for this therapeutic drug product.  The designation would also 
provide tax credits fee waivers.”  For the moment,”  said Provectus CEO Craig Dees in a press release, “ this orphan 
designation puts us fi rst in line and, along with financial and regulatory benefi ts, will grant us market exclusivity, as long 
as we keep our trials on schedule and garner FDA approval as planned.”  
 
In December Provectus expanded its patent protection to Europe and Taiwan for Provecta and Xantryl.  The pending 
patents will cover certain formulations and medical uses of the drug for the treatment of cancer, acute psoriasis, and other 
chronic skin diseases.  These two patent allowances are the Company’s fi rst in international markets for these product 
families, and Provectus is seeking to protect its assets in key markets worldwide. 
 
In February, Provectus patented an acne product in the U.S.  The patent includes the Company’s invisible solid acne 
treatment, Pure-Stick™, and is the fi rst for its over-the-counter products.  The Company is seeking to spinout, license, or 
sell its over-the-counter assets and use the proceeds to fund the development of its key cancer and psoriasis therapies. 
 
Acne is caused by skin conditions that make bacteria normally present on the skin proliferate and cause inflammation.  A 
key trigger for this unchecked growth is excess oil on the skin.  Provectus’  formulations address a root cause of acne by 
combining agents to modify the skin with an antibacterial agent to inhibit the bacterial growth that can lead to acne. 
 
Provectus intends to ramp up its investor relations and corporate communications capabilities with the recent hiring of The 
Investor Relations Group.  This IR fi rm plans to introduce Provectus to prequalifi ed fund managers and industry analysts 
with the goal of increasing investor and industry awareness of the Company.  The Investor Relations Group also intends to 
shape Provectus’  message to the public and the media.  Provectus CEO Craig Dees said in a press release “we believe a 
strategic relationship with the right investor relations fi rm is pivotal in accomplishing our goals.”  
 
Outlook 
We now project that in the next few weeks Provectus will be very busy. We anticipate the Company will: 
 

1. Complete the expanded Phase 1 metastatic melanoma and breast carcinoma clinical trials 

2. Finish plans for the next phase metastatic melanoma investigation 

3. Begin Phase 2 clinical studies using photoactivated Xantryl in the treatment of psoriasis 

4. Begin the Phase 1 liver cancer trial 
 
Provectus’  latest clinical development plan is presented in Table 1. 
 



 

Provectus Pharmaceuticals Inc. 

 
 

Dutton Associates • 4989 Golden Foothill Parkway, Suite 4 • El Dorado Hills, CA 95762 • Phone (916) 941-8119 
 

Page 5 of 10 

Table 1. Provectus Pharmaceuticals Clinical Development Plan 

Program Current Status Planned 

   
Metastatic 
melanoma 

Phase 1 safety and efficacy trial in Australia on 
20 Stage III/IV subjects with local/regional 
metastatic disease 

Five to seven Phase 2 sites on 70 patients total with Stage III/IV 
disease; expect accelerated approval in U.S. and Australia, 
followed by Phase 4 observation of survival 

   
Breast 
cancer 

Phase 1 safety and efficacy trial on up to 20 
patients with recurrent breast cancer 

Possible Phase 2/3 to treat primary tumors on 25 to 50 patients 

   
Liver cancer Preparing for Phase 1 study Phase 1 study in Australia on five to ten subjects with non-

resectable disease  
   
Psoriasis Three Phase 1 trials have been completed; 

preparing for Phase 2 studies 
Two Phase 2 studies on 50 patients each, followed by NDA or 
second small Phase 3 study 

Source: Provectus Pharmaceuticals and Dutton Associates 
 
The expanded Phase 1 melanoma and breast cancer trials are estimated to have cost $1 million.  The planned Phase 2/3 
melanoma trial is expected to cost $3 million through 2008.  An additional $1 million to advance the Company’s 
development in other oncology indications is also earmarked for 2007.  Provectus’  Phase 2 psoriasis trial is expected to 
cost $1.5 million over 12 to 24 months, and the Phase 1 liver cancer trial is expected to cost $0.5 million. 
 
At some point Provectus is expected to enter a licensing or partnership agreement to advance development with a larger 
pharmaceutical company that would presumably have deeper resources to fund more expensive advanced clinical studies. 
 
Our updated financial statements and projections are included in tables near the end of this report.  We project that 
Provectus will lose $11.2 million, or $0.24 a share, in 2007 on operating costs of $10.0 million. 
 
Although Provectus management projects it has enough cash to move its currently planned development programs through 
2007, our model suggests that the Company executes a $3.0 million or more in financings by mid-year and another $5 
million by yearend.  These financing events could be supported by the announcement of positive results from Provectus’  
melanoma and breast cancer trials or from the publication of melanoma data in a peer-reviewed scientifi c journal. 
 
Conclusion 
Although Provectus did not deliver the milestones we expected in 1Q07, the delays appear to be both minor and normal.  
The drug development road is a slog, and pitfalls, some minor and some major, are par for the course.  We believe that the 
Company is continuing to make good progress with its clinical investigations, particularly for metastatic melanoma and 
breast cancer, where signifi cant degrees of tumor ablation have been reported along with the “bystander effect,”  the 
shrinkage of untreated tumors subsequent to the primary treatment.  The Phase 2/3 metastatic melanoma trial, a Phase 1 
liver cancer trial, and a Phase 2 psoriasis trial are scheduled to begin in the near future. 
 
All of the markets addressed by Provectus’  clinical development programs are large and underserved by current therapies. 
Successful progress in any one of the Company’s programs for treatment of cancer or psoriasis could add $200 million or 
more to Provectus’  market capitalization and more than double its stock price to $3.90 per share, our 12-month target 
price.  For these reasons, Provectus is rated a Strong Speculati ve Buy.  This rating assumes that Provectus will achieve its 
clinical goals and sell, license, or partner one or more of its pharmaceutical development programs within our target time 
frame.


