Memorandum to File 3970; Comparative financial information regarding Zantaz at and around time of Series D and Series E offerings.  Prepared by G. Niesar, May 13, 2004.

At the time of the Series D funding, July 2000, in which Zantaz issued $35.5 Million dollars of preferred stock at $8.00 per share, revenues and net loss for the preceding two fiscal quarters were:




Q1, 2000

Q2, 2000

Six Months ended 6/30/2000
Revenues:

  $24,500

  $78,900


$103,400

Net Loss:
         ($5,804,864)
         ($5,038,773)

        ($10,843,637)

=====================================================================

The Series E funding, was accomplished from July to October, 2002, during which Zantaz raised approximately $11,000,000 at an effective price of $.29 per share (3.6% of the 2000 price).   Revenues and losses for the first two fiscal quarters of 2002    were:




Q1, 2002

Q2, 2002

Six Months ended 6/30/2002
Revenues:   
         $1,325,626 
         $1,472,436


$2,798,062

Net Loss:
       ($3,050,996)
       ($3,267,619)

          ($6,318,615)


Full year 2002 results were:


Revenues:

$5,344,341


Net Loss
        ($17,117,902)

=====================================================================

From FY 2001 to FY 2002, revenues increased from $2,902,317 to  $5,344,341 (184%).  Net loss decreased from $22,229,447 to $17,117,902 (a 15.4% decrease).  Note that "losses" were primarily generated by investment in software, etc., including the software for Persist, which was sold to the Directors' separate company for a small fraction of what had been invested in the software sold to Persist.

Further Note:  In Q1 2003, the President's report indicated Billed Sales (revenues?) were $5 Million, which was equal to all of 2002 revenues.  In the same report, the projected "billed sales" for the full year 2003 were reported to be $26.4 Million (we understand they actually beat that projection).  Finally, note that the final Series E securities were sold to the Directors VC funds as late as October 2002.

