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Rating: BUY

Ticker:  BIOL
Price: $0.35
Target:  $3.00

(from $3.25)

BIOLASE, Inc.

Strong Q4 revenue growth and 2022 outlook positive. We remain
positive on long-term growth potential. Lowering P/T to $3.00.

Strong Q4 revenue growth: BIOLASE recently (on March 17) reported its
Q4 2021 (ending December) results. Total revenue was $12.4 million
(+46% y-o0-y), compared with our and consensus estimates of $11 - 12
million. Pro forma EPS was $(0.03), compared with our and consensus
estimates of $(0.02) - (0.03). Q4 revenue guidance was to be above $10.2
million (“Q4 2019 revenues”), and in January, the company preannounced
Q4 revenue of $12.2 - 12.5 million.

Q4 rebounds continues: Revenue was up (+46% y-o-y and same as Q3’s
growth), due to the recovery from the negative coronavirus impact in
2020 (which bottomed out in Q2 2020). We note that Q4 2021 revenue
was +22% compared with Q4 2019 (pre-pandemic).

Broad sales strength: U.S. laser sales were +39% (y-o0-y) and International
laser sales were +87% (y-o-y).

2022 guidance for growth: Management provided Q1 revenue guidance
to be above $9.0 million (+11% y-0-y), and 2022 revenue to be above $43
million (+10% y-o-y).

Adjusting estimates: We are raising our 2022 revenue estimates to $43
million, from $41 million, but maintaining our EPS estimate of $(0.06).
Large market opportunities: The company estimates that with every one
percentage point increase in market adoption of laser technology in the
U.S. alone, BIOLASE will generate an additional $50 million in revenue
(based on current BIOLASE market share).

Marketing opportunities: BIOLASE continues to make progress in
expanding to Dental Services Organizations (DSOs). In addition, the
company is expanding its various marketing programs especially to dental
specialists (periodontist, endodontist, and hygienist).

We still remain positive: We believe BIOLASE is progressing (even if slow
and lumpy at times) in its return to growth and profitability. We expect
further improvement in 2022 after a strong 2021 (+72% y-0-y) which
should drive momentum. BIOLASE has a solid line of innovative products,
and should benefit from the recovery in the dental market, consistent
sales execution, and new sales opportunities.

Strong balance sheet: The company has $30 million in cash and $14
million in debt. We believe it has enough cash through 2023.

Preferred stock distribution to assist in shareholder vote: In March,
BIOLASE declared a dividend of one one-thousandth of a share of newly-
designated Series G Preferred Stock for each outstanding share of BIOLASE
common stock. This distribution is aimed to get the required votes
necessary for the company to get approval for a reverse stock split.

Valuation positive: Maintaining our BUY, but lowering our 12-month price
target to $3.00 from $3.25 which is based on an NPV analysis. We believe
that BIOLASE represents a compelling investment story as the company
continues to ramp up product sales. We believe the large market
potentials presents a high reward for the high risks.

United States

Company Description

Based in Foothill Ranch, CA, BIOLASE is a medical device company that
markets laser systems (Waterlase and diode dental laser systems) for
dentistry and medicine in the U.S. and internationally.
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52-week Range: $0.31-1.03
Shares Outstanding (million): 154
Market cap (Smillion): $54
EV (Smillion): $38
Debt (Smillion): S14
Cash (Smillion): $30
Avg. Daily Trading Vol. (Smillion):  $1
Float (million shares): 150
Short Interest (million shares): 4
Dividend, annual (yield): S0 (NA%)
Revenues (US$ million)
2022E  2022E 2023E 2023E
Cur. Ooid Cur. oid
Q1 Mar 9E 10E
Q2 Jun 10E 11E
Q3 Sep 10E 11E
Q4 Dec 14E 12E 15E
Total 43E 41E 46E
EV/Revs 0.9x 0.8x
Earnings per Share (pro forma)
2022E 2022E 2023E 2023E
Cur. Ooid Cur. Ooid
QlMar  (0.02)F (0.01)E
Q2 Jun (0.02)E (0.01)E
Q3 Sep (0.01)E (0.02)E (0.01)E
Q4 Dec (0.01)E (0.00)E (0.00)E
Total (0.06)E (0.03)E
P/E N/A N/A

Important Disclosures

Ascendiant Capital Markets LLC seeks to do business
with companies covered by its research team.
Consequently, investors should be aware that the firm
may have a conflict of interest that could affect the
objectivity of this report. Investors should consider
this report as only a single factor in making an
investment decision.

For analyst certification and other important
disclosures, refer to the Disclosure Section, located
at the end of this report, beginning on page 11.
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Exhibit 1: BIOLASE Company Background and Highlights

Broad Range
of Applications

Dental lasers perform a broad
range of cosmetic, restorative
and surgical applications

BIOLASE at a Glance

Complete Line
of Products

For general dentists
and specialists

43K+ Laser
Systems Sold

In 80 countries to date

Large IP Portfolio

301 issued and
38 pending patents

$30M in value

Massive Market Growth

Only 7% of U.S. Dental Practices
incorporate all tissue lasers

Every additional 1% = $50M
in new revenue

Experienced
Management Team

Transitioned the company from
R&D focus to commercialization

Full-Spectrum of Laser Systems and Consumables

ALL TISSUE LASER SOLUTIONS

Waterlase iPlus™

Best selling All-Tissue dental laser—

80 FDA dleared indications

Replaces scalpel for minimally Invasive,
minimally bleeding microsurgery for
soft tissues

+*

+*

>

Replaces drill with substantial reduced
need for anesthesia for teeth & bone

Waterlase Express™

+ Smallest, easiest most
cost-effective Waterlase

+ Vivid HD tablet user Interface
+ Exclusive procedural animations

+ Rich on-board reference library
and Customer Care Button

Source: Company report.

— 301 Issued + 38 Pending Patents —

SOFT TISSUE LASER SOLUTIONS
Epic X™
+ Surgery, fast tooth whitening and pain

therapy in one device
+ Ultra portable for multiple-operatory use

Epic H™
+ Designed by hygienists, for hyglenists

+ FDA dleared for laser bacterial
reduction ("LBR")

Epic Pro™
+ Powerful and capable diode dental
laser ever

+ Best in dass speed, comfort, and
precision cutting

+ Leverages |PG Medical technology

March 20, 2022
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Exhibit 2: Market Opportunity

Key Drivers of Adoption
“LASIK” surgery provides a good model for the potential adoption of /

Education
Waterlase
40+ Million
Corscits Adoos Procedures
orporate Adoption
LASIK 4 3 ww*
Clinical Support
') FDA Clearance
o . 7
LY -
d A
W V
Waterlase
In-Progress In-Progress In-Progress
Waterlase Mentoring
McGuire Study ¥ Dental Service Organization Pilot
V i § Experience ("WME")
Waterlase vs. 900+ Office Opportunity Try before you buy with
Traditional Periodontal enhanced training
Therapy QOver 50% success rate
' "A prospective Multicenter Randomized and Controlled Study Comparing Laser and Mist Theraples for Treatment of Moderate to Severe Generalized Periodontitis” sponsored by The McGuire * Source: American Refractive Surgery Councl

Institute and Biolase

BIOLASE Opportunity

Targeted Growth Strategy to Further Penetrate the U.S. Market

DSOs (Corporate Dentistry) PEDIATRICS

1,300 DSOs (approx. 9,000 U.S. offices) ~7K Pediatric Dentists

If only 10% of DSOs adopted our lasers it would If an additional 5% of Ped Dentists adopted our lasers it would

=354M In ravense = $20M In revenue Current U.S. All Tissue
Laser Market Penetration

PERIODONTICS (Gum Disease) HYGIENE

~5K Periodontists @L 200K Hyglenists (35% Market Adoption)

If an additional 20% of Perios adopted our lasers it would If an additional 5% of Hygienists adopted our lasers it would
= $50M in revenue = $70M in revenue

ENDODONTICS (Root Canals) GENERAL PRACTICE
~5K Endodontists % ~150K GPs

If an additional 10% of Endos adopted our lasers it would If an additional 5% of GPs adopted our lasers It would
= $50M in revenue = $225M In revenue

NOTE: Revenue projections do not include follow on consumable sales

Source: Company report

March 20, 2022 Ascendiant Capital Markets, LLC Page 3



BIOL: BIOLASE, Inc.

scendiont

CAPITAL MARKETS, LLC

Exhibit 3: Waterlase Marketing Programs

Executing Our Growth Strategy

Focused on Education & Training

Specialist Academies
Expand Awareness

Waterlase Exclusive Trial
Program (WETP) for
General Practitioners

Increased messaging,

marketing, education

& training efforts are
bearing fruit.

40 —+ 4_ 8 WATERLASE PERID ACADEMY
planned dentist participants > 7804,0 j—
events for at each event of U.S. Waterlase sales in 2021 -

2022 generated from new customers WATERLASE Frren neammy
5 O% $ 5 - 1 O M > 400/0 WATERLASE FFOIATEIC DFHTAL SEADE MY b‘I,e
expected revenue opportunity coming from =
close rate annually dental specialists EP'CHYG'ENE

ACADEMY

Increased Marketing & Sales Efforts

Biggest Improvement in the Company Over the Past Couple of Years

239 408

events events
+ increased
attendance
per event

JAN DEC AN DEC

2019

(pre-pandemic)

BIOLASE Partnership Program (BPP)

First 6 Months
= Customer
Revenue
Enables customers
to generate revenue
without any cash

outflow for first
6 months

Source: Company report.

Immediate
Cash in Hand

Puts money in the
customers pocket now

BIOLASE =
Compelling
Reasons to See
Their Dentist
As offices open, it is

critical to get patients to
come back right away

<

In-office Training

+ Mo travel, no need to

spend time away from
the office, staff can
participate

+ Facilitates true
integration throughout
the office

+ Includes ongoing
personal coaching

March 20, 2022

Ascendiant Capital Markets, LLC

Page 4



4‘\_/ BIOL: BIOLASE, Inc.
scendiont

CAPITAL MARKETS, LLC

Exhibit 4: Waterlase Markets

Minimally invasive perio protocols for the Complete Office.

Gingivitis / Early Periodontitis Moderate Periodontitis/Implantitis Severe Periodontitis/Implantitis

DENTIST PERIODONTIST
+ Easily manage moderate Periodontitis &
Implantitis
« Minimally Invasive, Patient-Friendly protocols

+ Excellent clinical results & patient-reported
outcomes

Manage Severe, Difficult and Complex Cases

GROW REVENUE Refer Out
+$32 - $64K per year b

FDA Clearance 12/19

LBR Clearance 03/20 WME 50% Closure McGuire Release 7/2020

A Significant Growth Opportunity

60M People in the U.S. Alone Have Gum Disease & Increased Health Risk
Due to the Connection Between Oral and Systemic Health

Under-diagnosed, Under- Peri- Less Frequent
Treated, Under-managed Implantitis Dentist Visits

8 5 0/ OF AMERICAN ADULTS SUFFER FROM )
0 GUM DISEASE S8 My Up to 20% 1/3 of the U.S.

implants placed in the of implants are

U.S. in 2019 with a 6% sidered failing aft 3 H
30 gs increase eachyear  2yearsADAZ014) population avoids
TN 87 e going to the dentist
500,000+ Waterlase v because of ”
implants per year In USA lasers dental anxiety or fear
7 need attention for peri- . X
. implantitis and that are highly effective, sofe W st

number continues to grow solution Fo preserving (DentaVox survey of 18,000 peopie VW)

Million sick implants

Adults 30 pears

and older

Source: Company report.
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Exhibit 5: 4Q 2021 Financial Results

4021 Financial Results

(ended December 31, 2021)

+ Net revenue grew 46% to $12.4 million: + U.S. and international revenue increased 37%
and 68%, respectively, as more dental practices
were operating during the 2021 fourth quarter

compared to the year-ago fourth quarter due

+ 82% of U.S. laser sales came from
new customers, continuing a positive trend

+ Approximately 47% of U.S. Waterlase sales to the COVID-19 pandemic
came from dental specialists + Gross margin was 40%, up 2,070 basis points,
+ Net revenue was 22% higher than the pre- due to the higher year-over-year revenue,
pandemic revenues during the fourth favorable revenue mix and higher average selling

quarter of 2019, the last pre-pandemic prices for products sold during the quarter

comparable period + Maintained strong balance sheet, as cash and

cash equivalents totaled $30 million at quarter

+ Laser system sales increased 54% d
en

+ Consumables and other revenue
increased 31%

Source: Company report.

March 20, 2022 Ascendiant Capital Markets, LLC Page 6
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Exhibit 6: BIOLASE’s Stock Price (Five Years)

BIOL Daily 3018022
T

&

o1

Vol o ©BigCharts.com
400

200
200

l » LL_I. | ;DD

1z 12 20 21 22

Millions

Source: https://bigcharts.marketwatch.com/

Exhibit 7: Consensus Expectations (as of March 17, 2022)

Revenue (mil) EPS
2021E 2022E 2021E 2022E
Q1 Mar $8A $9E Q1 Mar $(0.05)A $(0.03)E
Q2 Jun $9A Q2 Jun $(0.02)A
Q3 Sep $10A Q3 Sep $(0.02)A
Q4 Dec $12E Q4 Dec $(0.03)E
Total $39E $44E Total $(0.10)E $(0.09)E

*Quarterly estimates may not add to annual estimates due to variations in contributing estimates and rounding.

Source: Company report, Refinitiv, and Ascendiant Capital Markets estimates

March 20, 2022 Ascendiant Capital Markets, LLC Page 7
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FINANCIAL MODEL

BIOLASE, Inc.
Income Statement ($ mils) Mar-20 Jun-20 Sep-20 Dec-20( 2020 |Mar-21 Jun-21 Sep-21 Dec-21| 2021 |Mar-22 Jun-22 Sep-22 Dec-22| 2022 |Mar-23 Jun-23 Sep-23 Dec-23| 2023
Fiscal Year End: D 31 Q1A Q2A Q3A Q4A | FY-A | QIA Q2A Q3A Q4A | FY-A | QIE Q2 Q3E Q4E | FY-E | QIE Q2E Q3E Q4E | FY-E
Products and services revenue 4.8 2.9 6.5 8.5 22.8 8.1 9.1 9.5 12.4 39.2 9.0 9.9 10.1 14.0 43.0 9.5 10.5 10.7 15.3 46.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Revenue 4.8 2.9 6.5 8.5 22.8 8.1 9.1 9.5 12.4 39.2 9.0 9.9 10.1 14.0 43.0 9.5 10.5 10.7 15.3 46.0
Cost of Revenues 3.4 2.0 4.3 6.9 16.6 5.4 5.1 4.7 7.5 22.7 5.0 4.9 5.1 7.0 21.9 4.3 4.7 4.8 6.9 20.7
Gross Profit 1.4 0.9 23 1.6 6.2 27 4.0 4.8 4.9 16.5 4.1 4.9 5.1 7.0 21.0 5.3 5.8 5.9 8.4 25.3
Sales and marketing 2.7 21 2.7 3.8 11.2 3.6 3.3 3.5 5.0 15.3 3.2 3.4 3.3 4.1 14.0 3.3 3.5 3.4 4.3 145
General and administrative 3.0 21 2.3 23 9.8 3.4 2.8 25 2.6 11.3 2.8 3.0 2.8 3.4 11.9 2.9 3.0 2.9 35 12.3
Research and development 1.0 0.7 1.0 11 3.7 1.8 12 15 15 6.0 1.4 1.4 13 13 5.3 14 15 1.4 1.4 5.7
Excise tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Restructuring, litigation, and other 0.0 0.1 0.0 0.1 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total operating expenses 6.7 4.9 5.9 7.1 24.7 8.8 73 7.5 9.3 33.0 7.4 7.7 75 8.7 31.3 7.6 7.9 7.7 9.2 325
Operating income (loss) (54) (4.0 (37 (55)| @85)| (6.1 (33) (27 (44| @16.4)| (33) (28 (24 (17| (102)| @4 (@2 (@18 (08| (7.2
Interest income (expense) (06) (06) (06) (0.6 (24| (6) (06 (06 (05| (22| (05 (05 (05 (05| (20 (05 (05 (05 (05| (2.0
Other income (expense) 0.1 (0.0) (13.1) 0.1 (13.2) 0.7) 3.1 (0.0) (0.3) 2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Income before income taxes (6.0) (4.6) (17.4) (6.1)| (341)| (7.4 (08 (33) (5.2)| (16.6) (38) (3.3) (290 (22)| (122 (@9 (27 (23 (13| (9.2
Income taxes 0.0 0.1 0.0 0.1 0.1 0.1 (0.1 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income (loss) (6.0) (4.7) (17.4) (6.1) (342 (7.4 (07 (33) (5.3)| @167)| (38 (33 (29 (22)| (122| @9 (27 (23 (13| (9.2
Nonrecurring/noncash adjustmel 25 18 149 15 20.7 22 2.0 0.8 0.9 2.0 0.8 0.8 0.8 1.0 3.3 1.0 1.0 1.0 15 4.5
Net income (pro forma) (36) (290 (25 (46) (13.6)| (53) (27 (25 (4.3 @47 (30 (25 (22 (12| (89| @9 (@7 (@13 02 4.7)
EBITDA (4.5 (29 (25 (45| (@143) (63) (27 (25 (43)| @47 (29 (23 (20 (12 (8.4)] (19 (L7) (1.4 (0.3) (5.4)
Shares, Basic 31.5 38.0 81.3 93.2 61.1| 1346 150.7 151.9 153.5 147.7 | 1535 153.6 153.7 153.8 153.6 | 153.8 153.9 154.0 154.1 153.9
Shares, Diluted 315 38.0 81.3 93.2 61.1 | 1346 150.7 151.9 153.5 147.7 | 1535 153.6 153.7 153.8 153.6 | 153.8 153.9 154.0 154.1 153.9
EPS Basic (Pro forma) ($0.11) ($0.08) ($0.03) ($0.05)| ($0.22)| ($0.04) ($0.02) ($0.02) ($0.03)| ($0.10)| ($0.02) ($0.02) ($0.01) ($0.01)| ($0.06)| ($0.01) ($0.01) ($0.01) $0.00 | ($0.03)
EPS Diluted (Pro forma) ($0.11) ($0.08) ($0.03) ($0.05)| ($0.22)| ($0.04) ($0.02) ($0.02) ($0.03)| ($0.10)| ($0.02) ($0.02) ($0.01) ($0.01)| ($0.06)| ($0.01) ($0.01) ($0.01) $0.00 | ($0.03)
Margins
Gross margin 28% 32% 35% 19% 27% 34% 44% 51% 40% 42% 45% 50% 50% 50% 49% 55% 55% 55% 55% 55%
Sales and marketing 57% 71% 41% 44% 49% 44% 36% 36% 40% 39% 36% 34% 33% 29% 33% 35% 33% 32% 28% 32%
General and administrative 63% 73% 35% 27% 43% 42% 30% 26% 21% 29% 31% 30% 28% 24%] 28% 30% 29% 27% 23% 27%
Research and development 21% 23% 15% 12% 16% 22% 13% 16% 12% 15% 15% 14% 13% 9% 12% 15% 14% 13% 9% 12%
Operating margin -112% -135%  -56%  -65% -81%| -75% -36% -28% -36% -42%| -37%  -28% -24% -12% -24%| -25% -21% -17% -5% -16%
Tax rate, GAAP 0% -1% 0% -1% 0% -1% 10% 0% -1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Net margin -126% -160% -266%  -72%| -150%| -92% -8% -34%  -43% -43%| -43% -33% -29% -16% -28%| -30% -26% -22% -8% -20%
Y/Y % change
Total Revenue -54% -66% -24%  -16% -40% 70%  211% 46% 46% 72% 11% 8% 6% 13% 10% 6% 6% 6% 9% 7%
Gross margin -62% -72%  -23%  -64% -57%| 103% 329% 113% 206% 168% 48% 22% 4% 43%: 27% 30% 17% 17% 20% 20%
Sales and marketing -30% -36%  -24% 1% -22% 31% 58% 29% 33% 36% -9% 1% -3%  -19% -9% 3% 3% 3% 5% 4%
General and administrative 26% -15%  -28%  -12% -9%. 15% 30% 8% 14% 16% -19% 6% 14% 27% 5% 3% 2% 2% 4% 3%
Research and development -30%  -39%  -14% -4% -23% 82% 68% 60% 47% 64% -25% 19% -15%  -18% -12% 6% 6% 6% 9% 7%
Operating income (loss) 23% 19%  -25% 82% 19% 13% -17% -28%  -20% -11% -45%  -16% 9%  -62% -38%| -28% -21%  -25%  -55% -30%
Net income (loss) 23% 20%  217% 2% 92% 24%  -85% -81% -14% -51%| -48% 360% -11% -59% -27%| -25%  -17%  -21% @ -42% -25%
EPS Diluted (Pro forma) -26%  -42%  -76% 2% -50%| -65% -77% -47% -43% -55%| -50% 7% -13%  -73% -42%| -38% -33%  -39% -120% -48%

Source: Company reports and Ascendiant Capital Markets estimates.
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BIOLASE, Inc.
Balance Sheet ($ mils) Mar-20 Jun-20 Sep-20 Dec-20|Mar-21 Jun-21 Sep-21 Dec-21|Mar-22 Jun-22 Sep-22 Dec-22|Mar-23 Jun-23 Sep-23 Dec-23
Fiscal Year End: December 31 Q1A Q2A Q3A Q4A | Q1A Q2A Q3A Q4A | QIE Q2E Q3E Q4E | QIE Q2E Q3E Q4E
Assets
Cash and cash equivalents 1.5 5.4 18.8 17.6 40.8 37.1 33.4 30.0 31.2 29.0 26.8 27.9 245 22.6 21.2 24.2
Short term investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Restricted cash 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Accounts receivable, net 4.7 4.1 34 3.1 3.3 3.8 3.6 4.2 7.5 8.2 8.4 117 8.0 8.7 8.9 12.7
Inventory 12.2 11.9 12.6 11.2 11.9 12.7 14.1 12.9 6.6 6.6 6.7 9.3 57 6.3 6.4 9.2
Prepaid expenses and other 12 1.1 0.9 3.0 16 15 14 2.0 0.9 1.0 1.0 0.7 1.0 1.0 11 0.8
Total current assets 200 229 36.0 351| 57.7 553 527 494)| 464 450 431 499 394 388 379 471
Property and equipment, net 1.0 0.8 0.7 0.8 0.7 0.9 0.9 11 11 11 11 11 1.1 11 11 1.1
Goodwill and intangibles 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9 2.9
Other 06 12 2.3 2.2 2.1 2.1 2.0 19 19 1.9 19 19 19 19 19 19
Total assets 245 278 420 410| 635 612 585 553| 523 509 49.1 558 453 448 438 53.0
Liabilities and stockholders’ equity
Accounts payable 4.1 25 2.6 2.7 3.1 35 3.6 3.3 7.2 7.9 8.1 12.6 7.6 8.4 8.6 13.8
Accrued expenses 4.1 35 4.3 6.7 6.2 6.5 6.2 8.3 4.5 4.9 51 8.4 4.8 5.2 54 9.2
Customer deposits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred revenue 2.0 1.5 1.6 1.9 2.0 2.1 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3 2.3
Short term debt 136 135 129 0.7 14 00 0.0 0.0 00| 00 0.0 0.0 0.0
Total current liabilities 23.7 21.1 214 11.2 11.3 12.7 13.5 13.8 14.0 15.1 15.4 23.3 14.7 15.9 16.2 25.2
Deferred taxes 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deferred revenue 0.4 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Warranty Accruals 0.2 0.2 0.2 0.4 0.3 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Other long term liabilities 1.1 1.6 3.0 2.8 1.8 1.7 1.9 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8
Long term debt 3.1 31 16.2| 163 127 121 136 136 136 13.6 136| 13.6 13.6 136 136
Total other liabilities 1.7 5.4 6.7 19.8 18.7 15.3 14.7 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2 16.2
Preferred stock 4.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Common stock 0.0 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Additional paid-in capital 236.4 247.2 259.4 261.6| 292.1 2925 2929 293.2| 293.2 293.2 293.2 293.2| 293.2 2932 293.2 293.2
Retained earnings (240.6) (245.3) (245.2) (251.4)|(258.3) (259.0) (262.3) (267.5)|(270.6) (273.1) (275.2) (276.4)|(278.3) (280.0) (281.3) (281.1)
Accumulated other comprehensive inf  (0.7) (0.6) (0.5) (0.4)|] (0.5 (0.5) (0.6) (0.6)] (0.6) (0.6) (0.6) (0.6)| (0.6) (0.6) (0.6) (0.6)
Other (01 (1 (01 (@O (01 (©1) (©1) (@01
Total stockholders’ equity (0.9) 1.3 13.9 10.0 335 33.3 30.3 25.2 22.1 19.6 17.4 16.3 14.4 12.7 11.4 11.6
Total stockholders’ equity and liabil| 24.5 27.8 42.0 41.0 63.5 61.2 58.5 55.3 52.3 50.9 49.1 55.8 45.3 44.8 43.8 53.0
Balance Sheet Drivers
Mar-20 Jun-20 Sep-20 Dec-20|Mar-21 Jun-21 Sep-21 Dec-21|Mar-22 Jun-22 Sep-22 Dec-22(Mar-23 Jun-23 Sep-23 Dec-23
QlA Q2A Q3A Q4A | Q1A Q2A Q3A Q4A [ QIE Q2E Q3E Q4E [ QIE Q2E Q3E  Q4E
Prepaid as % of total rev 25% 37% 14% 35% 19% 17% 14% 16% 10% 10% 10% 5% 10% 10% 10% 5%
Accounts payable as % of total rev 85%  85% 40% 31% 38% 38% 38% 27% 80%  80% 80% 90% 80% 80% 80% 90%
Accrued expenses as % of total rev 85% 121% 65%  78% 7%  71% 65% 67% 50%  50% 50% 60% 50% 50% 50% 60%
Activity Ratios
A/R Days Sales Outstanding 233 371 176 119 134 127 135 95 75 75 75 75 75 75 75 75
Inventory Turns 11 0.7 1.4 25 18 1.6 13 2.3 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
A/P Days Payable 106 113 55 35 51 62 69 40 131 144 144 162 160 160 160 180
Book & Cash Value (per share)
Book Value per Share (diluted) -$0.03 $0.03 $0.17 $0.11| $0.25 $0.22 $0.20 $0.16| $0.14 $0.13 $0.11 $0.11| $0.09 $0.08 $0.07 $0.08
Cash per Share (diluted) $0.05 $0.14 $0.23 $0.19| $0.30 $0.25 $0.22 $0.20| $0.20 $0.19 $0.17 $0.18| $0.16 $0.15 $0.14 $0.16
Net cash per Share (diluted) -$0.38 -$0.30 $0.03 $0.01] $0.18 $0.16 $0.13 $0.11) $0.11 $0.10 $0.09 $0.09| $0.07 $0.06 $0.05 $0.07

Source: Company reports and Ascendiant Capital Markets estimates
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Cash Flow Statement ($ mils) Mar-20 Jun-20 Sep-20 Dec-20[ 2020 |Mar-21 Jun-21 Sep-21 Dec-21 | 2021 |Mar-22 Jun-22 Sep-22 Dec-22 | 2022 |Mar-23 Jun-23 Sep-23 Dec-23 | 2023
Fiscal Year End: December 31 Q1A  Q2A Q3A Q4A FY-A Q1A Q2A Q3A Q4A FY-A | QIE  Q2E  Q3E Q4E FY-E QlE  Q2E  Q3E Q4E FY-E
Cash flow from operating activities
Net income (6.0) (4.7) 00 (6.1)| (16.8)] (6.9 (07) (33 (53] (162)| (3.0) (25 (220 (12)| 89| (19 (@7 (13 0.2 4.7)
Depreciation and amortization 0.2 0.3 0.0 (0.0) 0.5 0.1 0.1 0.1 0.1 0.4 0.2 0.2 0.2 0.2 0.8 0.2 0.2 0.2 0.2 0.8
Provision for bad debt 1.0 00 03 02 14| (00 (01 (0.1 (00| (0.2 0.0 0.0
Inventory reserves 0.1 0.6 0.7 (0.0) (0.1) (0.0) (0.3 (0.4) 0.0 0.0
Amortization of debt 0.1 0.1 0.2 0.1 0.5 0.1 0.1 0.1 0.1 0.5 0.0 0.0
Stock comp 0.7 0.8 0.8 1.0 3.4 0.9 0.4 0.4 0.2 1.8 0.3 0.3 0.3 0.3 1.0 0.3 0.3 0.3 0.3 1.0
Other gains/losses 0.0 (3.0) (3.0 0.0 0.0
Deferred taxes (0.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Warrant revaluation 4.2) 0.0 4.2) 0.0 0.0 0.0
Other 00| o1 0.1 0.0 0.1 03| (03 (03 (03 (03| (Lo (03) (0.3 (0.3) (0.3)] (L0
Changes in operating assets and liabilities:
Restricted cash 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Accounts receivable 3.0 0.6 0.4 0.3 43| (02) (05 03 0.6 (Lol (33 (07 (02 (33)| (74| 37 (08 (02 (38| (11
Inventory (1.2) 03 07) 07 0.9 (0.7 8) (13 1.4 14)] 63 00 (02 (26) 36 36 (05 (0.2) (2.7) 0.2
Prepaid expenses & other current as|  (0.1) 0.1 04 04 08| 06 1) (0.2) 0.1 0.3 11 (01) (0.0 0.3 13| (03) (0.1) (0.0) 03| (0.1)
Other assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Accounts payable and accrued liabili (1.5) (2.3) 0.4 1.3 (2.1) (0.5) 1.0 0.2 1.1 1.8 0.1 1.1 0.3 7.9 9.4 (8.6) 1.2 0.3 9.0 1.9
Deferred revenue (0.2) (0.5) 0.1 0.2 (0.4) 0.0 0.1 0.2 0.0 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other liabilities 0.0 0.0 0.0 0.0
Net cash (used in) provided by oper| (4.1) (5.2) (2.1) (1.3)] (12.8) (6.5) (3.5) (3.6) (3.1)| (16.7) 1.5 (2.0) (2.0) 1.3 (1.2) 3.2) 1.7) (1.2) 3.2 (2.9)
Cash flow from investing activities
Purchases of property and equipmen|  (0.0) (0.1) 0.0 (0.0) (0.1) (0.0) (0.3) (0.1) (0.3) (0.7) (0.2) (0.2) (0.2) (0.2) (0.8) (0.2) (0.2) (0.2) (0.2) (0.8)
Purchases of short-term investments| 0.0 0.0 0.0 0.0
Acquisitions 0.0 0.0 0.0 0.0
Net cash used in investing activities|  (0.0) (0.1) 0.0 (0.0) (0.1) (0.0) (0.3) (0.1) (0.3) (0.7) (0.2) (0.2) (0.2) (0.2) (0.8) (0.2) (0.2) (0.2) (0.2) (0.8)
Cash flow from financing activities
Issuance of debt (0.1) 3.2 2.0 (2.8) 23 (0.0) (0.0) (0.0) 0.0 0.0
Issuance of stock 29 16.4 2.7 22.0 13.3 (0.0) 0.0 0.0 13.3 0.0 0.0
Proceeds from stock option exercises 3.0 (3.0) 0.0 0.0 16.5 0.0 0.1 0.1 16.7 0.0 0.0
Cash provided by (used in) financin¢ (0.1) 9.1 154  (0.1)| 243| 298 (0.0) 0.1 01| 300 00 00 00 0.0 00| 00 00 00 0.0 0.0
Effect of exchange rate on cash (0.0) 0.1 0.1 0.1 0.3 (0.1) 0.1 (0.1) (0.1) (0.2) 0.0 0.0
Net increase (decrease) in cash and| (4.3) 3.9 134 (1.3) 11.8| 232 (38) (37) (3.4) 123 13 (22 (22 11| (0| (34 @9 @14 30| (37
Beginning cash and equivalents 5.9 1.6 5.5 189 5.9 17.6 40.8 37.0 33.3 17.6 29.9 31.2 29.0 26.8 29.9 27.9 245 22.6 21.2 27.9
Ending cash and equivalents 1.6 5.5 18.9 17.6 17.6 40.8 37.0 33.3 29.9 29.9 31.2 29.0 26.8 27.9 27.9 24.5 22.6 21.2 24.2 24.2
Source: Company reports and Ascendiant Capital Markets estimates
March 20, 2022 Ascendiant Capital Markets, LLC Page 10
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ANALYST CERTIFICATION

Each analyst hereby certifies that the views expressed in this report reflect the analyst’s personal views about the subject securities
or issuers. Each analyst also certifies that no part of the analyst’'s compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed in this report. The analyst who prepared this report is compensated based upon
the overall profitability of Ascendiant Capital Markets, LLC, which may, from time to time, include the provision of investment
banking, financial advisory and consulting services. Compensation for research is based on effectiveness in generating new ideas for
clients, performance of recommendations, accuracy of earnings estimates, and service to clients.

BIOLASE, Inc.
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Source: https://bigcharts.marketwatch.com/

Hillions

Report Date Price
Report Date Rating Target
24 3/16/2018 B 5.50
25 3/16/2018 B 5.50
26 5/3/2018 B 5.00
27 8/9/2018 B 3.00
28 11/15/2018 B 2.75
29 1/18/2019 B 2.75
30 3/6/2019 B 3.00
31 5/10/2019 B 3.25
32 8/12/2019 B 2.75
33 11/7/2019 B 1.75
34 1/29/2020 B 2.00
35 3/29/2020 B 1.75
36 5/12/2020 B 1.65
37 8/18/2020 B 1.75
38 10/18/2020 B 1.75
39 11/14/2020 B 1.50
40 3/31/2021 B 1.75
41 5/19/2021 B 2.00
42  8/18/2021 B 3.00
43 11/28/2021 B 3.25

e  Ascendiant Capital Markets, LLC has not received compensation for advisory or investment banking services from the
company in the past 12 months.

IMPORTANT DISCLOSURES

This report has been distributed by Ascendiant Capital Markets, LLC and is for the sole use of our clients. This report is based on
current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied
on as such. This report contains information from various sources, including United States government publications, The Wall Street
Journal and other periodicals, Yahoo! Finance and other sources, and is for informational purposes only and is not a recommendation
to trade in the securities of the companies mentioned within the report. We seek to update our research and recommendations as

March 20, 2022 Ascendiant Capital Markets, LLC Page 11
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appropriate, but the large majority of reports are published at irregular intervals as we consider appropriate and, in some cases, as
constrained by industry regulations.

We may have a business relationship with companies covered in this report. Ascendiant Capital Markets, LLC may make a market in
the securities of the subject company. We and our affiliates, officers, directors, and employees will from time to time have long or
short positions in, act as principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered
companies referred to in this report. This report is not an offer to sell or the solicitation of an offer to buy any security in any
jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any
information in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax
advice. The price and value of the investments referred to in this report may fluctuate.

Following are some general risks that can adversely impact future operational and financial performance and share price valuation:
(1) industry fundamentals with respect to legislation, mandates, incentives, customer demand, or product pricing; (2) issues relating
to competing companies or products; (3) unforeseen developments with respect to management, financial condition or accounting
policies or practices; or (4) external factors that affect the interest rates, currency, the economy or major segments of the economy.
Past performance is not a guide to future performance, future returns are not guaranteed, and loss of original capital may occur.
Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable
for all investors. Our report is disseminated primarily electronically, and, in some cases, in printed form. The information contained
in this report is not incorporated into the contents of our website and should be read independently thereof. Copyright Ascendiant
Capital Markets, LLC. No part of this material may be copied, photocopied or duplicated by any means or redistributed without the
prior written consent of Ascendiant Capital Markets, LLC.

Risks & Considerations

Risks to attainment of our share price target include dentists and consumers acceptance of products, competition, changing
technologies for medical devices, macroeconomic factors, and balance sheet risks.

Ascendiant Capital Markets, LLC Rating System

BUY: We expect the stock to provide a total return of 15% or more within a 12-month period.

HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period.
SELL: We expect the stock to have a negative total return of more than 15% within a 12-month period.

Total return is defined as price appreciation plus dividend yield.

Ascendiant Capital Markets, LLC Rating System

Prior to January 31, 2014, ASCM used the following rating system:

Strong Buy: We expect the stock to provide a total return of 30% or more within a 12-month period.

Buy: We expect the stock to provide a total return of between 10% and 30% within a 12-month period.

Neutral: We expect the stock to provide a total return of between minus 10% and plus 10% within a 12-month period.
Sell: We expect the stock to provide a total return of minus 10% or worse within a 12-month period.

Speculative Buy: This rating is reserved for companies we believe have tremendous potential, but whose stocks are illiquid or
whose equity market capitalizations are very small, often in the definition of a nano cap (below $50 million in
market cap). In general, for stocks ranked in this category, we expect the stock to provide a total return of 50%
or more within a 12-month period. However, because of the illiquid nature of the stock’s trading and/or the nano
cap nature of the investment, we caution that these investments may not be suitable for all parties.

Total return is defined as price appreciation plus dividend yield.

March 20, 2022 Ascendiant Capital Markets, LLC Page 12
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Ascendiant Capital Markets, LLC Distribution of Investment Ratings (as of January 15, 2022)

Investment Banking Services
Past 12 months

Rating Count Percent Count Percent
Buy 40 98% 16 40%
Hold 0 0% 0 0%
Sell 1 2% 0 0%
Total 41 100% 16 39%

Other Important Disclosures

Our analysts use various valuation methodologies including discounted cash flow, price/earnings (P/E), enterprise value/EBITDAS,
and P/E to growth rate, among others. Risks to our price targets include failure to achieve financial results, product risk, regulatory
risk, general market conditions, and the risk of a change in economic conditions.

Dissemination of Research

Ascendiant Capital Markets, LLC research is distributed electronically via the Thomson Reuters platforms, Bloomberg, Capital IQ and
FactSet. Please contact your investment advisor or institutional salesperson for more information.

General Disclaimer

The information and opinions in this report were prepared by Ascendiant Capital Markets, LLC. This information is not intended to
be used as the primary basis of investment decisions and because of individual client objectives it should not be construed as advice
designed to meet the particular investment needs of any investor. This material is for information purposes only and is not an offer
or solicitation with respect to the purchase or sale of any security. The reader should assume that Ascendiant Capital Markets, LLC
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers
discussed herein. The opinions, estimates, and projections contained in this report are those of Ascendiant Capital Markets, LLC as
of the date of this report and are subject to change without notice. Ascendiant Capital Markets, LLC endeavors to ensure that the
contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are
accurate and complete. However, Ascendiant Capital Markets, LLC makes no representation or warranty, express or implied, in
respect thereof, takes no responsibility for any errors and omissions contained herein, and accepts no liability whatsoever for any
loss arising from any use of, or reliance on, this report or its contents. Information may be available to Ascendiant Capital Markets,
LLC, or its affiliates that is not reflected in this report. This report is not to be construed as an offer or solicitation to buy or sell any
security.

Additional Disclosures

Ascendiant Capital Markets, LLC is a broker-dealer registered with the United States Securities and Exchange Commission (SEC) and
a member of the FINRA and SIPC. Ascendiant Capital Markets, LLC is not a Registered Investment Advisor nor is it an investment
advisor registered with the Securities and Exchange Commission or with the securities regulators of any state, and at the present
time is not eligible to file for federal registration.
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