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Modular Medical Inc. (NASDAQ: MODD)
Bridging the Gap in Diabetes Care Through
Low-Cost Architectural Disruption

Executive Summary and Investment Thesis

Modular Medical Inc. (NASDAQ: MODD) presents a profoundly asymmetric, high-risk, high-
reward investment opportunity within the medical device sector. As a newly commercial-stage
enterprise targeting the $3 billion "almost-pumper" demographic—insulin-dependent adults
who currently rely on multiple daily injections (MDI)—the company is positioned to disrupt a
heavily consolidated market'. With the U.S. Food and Drug Administration (FDA) 510(k)
clearance of its flagship Pivot tubeless insulin patch pump in April 2026, and its subsequent
commercial availability in June 2026, Modular Medical has formally transitioned from a
speculative development-stage asset into a revenue-generating commercial entity?.

The core investment thesis hinges on Modular Medical's fundamentally distinct mechanical
architecture and go-to-market strategy. While incumbents such as Insulet Corporation and
Tandem Diabetes Care have relentlessly pursued the "superuser" demographic with
increasingly complex, feature-heavy Automated Insulin Delivery (AID) systems, they have
effectively priced and engineered themselves out of the broader mass market. Currently, only
20% of insulin-dependent patients utilize pumps, leaving the remaining 80% reliant on MDI'.
Modular Medical’s Pivot pump is engineered specifically for simplicity, accessibility, and low
manufacturing costs, boasting a cost of goods sold (COGS) estimated to be 50% lower than
the leading patch pump when economies of scale are attained'.

Trading at a micro-cap valuation of approximately $18.71 million, based on 8.15 million shares
outstanding at $1.97 per share as of October 21, 2026, the equity is currently priced for distress
and liquidity failure rather than commercial success'. This depressed valuation is primarily
driven by acute capital constraints, evidenced by a $28.2 million net loss in fiscal year 2026,
which ended March 31, 2026, and a critically low cash balance of just $3.9 million at the end of
June 2026, triggering a formal "going concern” warning from management®.

However, for institutional and retail investors willing to absorb near-term dilution risk, the
upside trajectory is substantial. The recent procurement of a national Pharmacy Benefit



Manager (PBM) contract in September 2026 dramatically reduces prescribing friction for
primary care physicians, opening a previously inaccessible distribution channel®. Furthermore,
the proposed strategic integration of next-generation artificial intelligence—including OpenAl
Rosalind, Claude Fable 5, and Gemini Pro 4.0 Argon—presents an unprecedented opportunity
to optimize commercial rollout, streamline regulatory pathways, and refine product
engineering at a fraction of historical capital expenditures. Should management successfully
bridge the current funding gap and achieve a mere 1% penetration of the U.S. MDI market,
representing approximately 36,000 users, the resulting high-margin recurring revenue stream
would theoretically justify massive valuation multiple expansion, transforming Modular Medical
into a formidable acquisition target or a profitable standalone entity.

Macro Industry Dynamics, Cyclicality, and the Five-
Year Outlook

The Medical Device Capital Cycle and Recovery Patterns

The medical device industry operates in distinct, prolonged funding and valuation cycles
heavily correlated with macroeconomic interest rate environments and capital availability.
During the zero-interest-rate environment of the late 2010s and early 2020s, capital flowed
indiscriminately into highly speculative, long-horizon clinical trials. Market participants
rewarded top-line growth forecasts and narrative-driven total addressable market projections,
largely ignoring aggressive cash burn rates. In the current macroeconomic environment of
2026, the cycle has shifted violently toward profitability, capital efficiency, and free cash flow
(FCF) generation. Consequently, valuations for growth-stage hardware companies have
compressed, with pre-revenue or early-commercial entities trading at severe discounts to
their historical averages'®.

Historically, companies that survive these cyclical downturns do so by executing severe
operational rationalizations—cutting discretionary costs, restructuring debt, and
demonstrating a clear path to FCF inflection. Modular Medical has mirrored this survival
blueprint. To recover from capital constraints, management maintained a remarkably lean
operational profile throughout the development phase, strategically deferring heavy sales,
marketing, and commercial infrastructure expenditures until regulatory clearances were firmly
in hand™. By partnering with Inizio Engage for outsourced commercial sales representation
rather than building an expensive, fixed-cost internal sales force, Modular Medical has
repositioned itself for growth while minimizing cash burn'. It is highly attractive to add
exposure to medical device equities at this precise point in the cycle, as the transition from
R&D cash burn to commercial recurring revenue typically acts as the catalyst for rapid multiple
expansion.



The Diabetes Technology Landscape and Five-Year Outlook

The five-year outlook for the diabetes medical device industry is characterized by the
convergence of continuous glucose monitoring (CGM) data and accessible, low-friction pump
therapy. Currently, one in four healthcare dollars in the United States is spent managing
diabetes and its related complications'. Despite the overwhelming clinical evidence
demonstrating that insulin pumps represent the gold standard for glycemic control, market
penetration has stalled. Only one in three Americans with Type 1 diabetes and a mere 8% of
insulin-dependent Americans with Type 2 diabetes currently utilize a pump’.

The primary barriers to broader adoption are product complexity and prohibitive costs. Legacy
systems demand rigorous training, forcing patients to become "superusers" capable of
navigating complex user interfaces and algorithmic interventions. Furthermore, the expense of
current offerings places them out of reach for many patients and limits widespread insurance
reimbursement’. The monumental commercial success of Abbott's FreeStyle Libre—which
massively expanded the CGM category by prioritizing affordability, pharmacy distribution, and
simplicity over complex feature sets—serves as the exact strategic blueprint for Modular
Medical'.

Looking forward to 2031, the industry is expected to bifurcate into two distinct segments. The
first segment will consist of ultra-premium, closed-loop AID systems heavily reliant on complex
algorithms and premium pricing, a space currently dominated by Medtronic, Tandem, and
Insulet. The second segment, which remains entirely unpenetrated, will consist of accessible,
low-friction, basal-bolus patch pumps targeting the mass market of Type 2 diabetics and
"almost-pumper” Type 1 patients. Modular Medical is exclusively targeting this second
segment, addressing a demographic of approximately 2.8 million MDI users representing a $3
billion immediate market opportunity’.

Pharmacy Benefit vs. Durable Medical Equipment (DME)

A critical trend shaping the next five years is the shift in distribution channels. Historically,
insulin pumps were adjudicated under the Durable Medical Equipment (DME) benefit, which
involves onerous prior authorization paperwork, specialized distributors, and significant
administrative burdens for prescribing clinics'®. Recent industry studies from 2025 indicate
that while the DME channel often yields higher long-term patient adherence—showing 60%
adherence for commercially insured patients versus 48% through the pharmacy channel—the
sheer friction of the DME process prevents many primary care physicians (PCPs) from
prescribing pumps altogether'. Since PCPs manage 75% of diabetes patients in the U.S.,
unlocking this prescriber base is paramount’.



By securing 1 of 3 national Pharmacy Benefit Managers under contract in September 2026,
Modular Medical is positioning the Pivot pump to be dispensed directly at the pharmacy
counter, treating the device more like a recurring prescription medication®. This bypasses the
DME bottleneck, empowering PCPs to transition patients from MDI to pump therapy with a
single digital prescription, sacrificing a marginal degree of long-term adherence for massive
initial market penetration.

Competitive Landscape and Peer Group Analysis

To accurately assess Modular Medical's operational and financial potential, its strategic
positioning must be benchmarked against the publicly traded incumbents in the industrial
medical device and diabetes care sectors.

Insulet Corporation (NASDAQ: PODD)

Insulet is the pioneer of the tubeless patch pump with its Omnipod franchise and serves as the
primary direct competitor to Modular Medical. Insulet reported formidable financial results for
the second quarter of 2026, generating revenue of $801.7 million, representing 23.5% year-
over-year growth'. This growth was driven heavily by the international expansion of the
Omnipod 5 system. The company boasts exceptional unit economics, maintaining a gross
margin of 70.2% and an adjusted operating margin of 19.3%"".

However, despite its market dominance, Insulet faces significant vulnerabilities related to its
fundamental manufacturing architecture. The Omnipod relies on a Shape Memory Alloy (SMA)
Nitinol wire mechanism to drive fluid delivery'®. While compact, this mechanism is prone to
"stick-slip" delivery inconsistencies, particularly at very low basal rates, which can compromise
micro-dosing accuracy". Furthermore, Insulet has encountered severe quality control
headwinds in recent periods. In early 2026, the company was forced to initiate a voluntary
medical device correction due to a manufacturing defect that caused internal insulin leakage
within the pod, leading to silent under-delivery of insulin. This defect resulted in 18 reported
serious adverse events, including hospitalizations for diabetic ketoacidosis (DKA), exposing the
inherent risks of their current fluid pathway design?'.

Tandem Diabetes Care (NASDAQ: TNDM)

Tandem Diabetes Care dominates the durable, tubed pump market, historically capturing
patients who desire highly customizable, algorithm-driven therapy. Tandem reported full-year
2025 revenue of $1.01 billion, with fourth-quarter sales reaching $290.4 million**. The company
maintains solid profitability metrics, with gross margins sitting at 54% annually and expanding



to 58% in the fourth quarter?®.

Tandem's primary vulnerability lies in its form factor. The company relies on a traditional
durable pump model, which carries a high upfront capital cost—often thousands of dollars—
and requires patients to be physically tethered to the device via infusion tubing?. While their
newly introduced Tandem Mobi system is significantly smaller and features smartphone
control, it remains a tubed system, though a tubeless wearable configuration is reportedly in
development for late 2026%. Tandem'’s high barrier to entry and complex Control-IQ
technology isolate it from the broader MDI transition market that Modular Medical is
aggressively targeting.

Peer Analysis
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Product Deep Dive: The Pivot Tubeless Patch Pump
Architecture

Modular Medical’s Pivot system is fundamentally differentiated from existing patch pumps
through its mechanical engineering, modular form factor, and highly optimized cost structure,
addressing the exact pain points that have historically hindered mass-market adoption.

Mechanical Engineering: Rotating Cam versus SMA Wire

As previously noted, the industry-standard Omnipod utilizes an SMA wire that contracts when
electrically stimulated, pulling a lever to drive a gear that incrementally expels insulin'®. This
system requires complex micro-assembly, is expensive to manufacture, and is subject to
material fatigue and elasticity issues that can cause uneven delivery profiles over a 72-hour
wear period.

Modular Medical engineered an entirely novel approach, abandoning the SMA wire in favor of a
micro-fluidic rotating cam mechanism. The delivery of insulin is achieved by the gear motor
rotation of a single, fixed-position camshaft that directly interfaces with the insulin cartridge
pistons?, This mechanism drives fluid from the main reservoir into an interim chamber and
subsequently out through the infusion tubing. This design ensures precision micro-dosing,
which limits excessive insulin exposure to sheer forces, preserves the structural integrity of the
insulin molecule, and allows for highly continuous delivery with micro-increments that are not
artificially locked into the five-minute delivery intervals utilized by legacy pumps'. In vitro
studies evaluating similar micro-electromechanical systems have demonstrated superior
single-pulse accuracy and significantly faster occlusion detection compared to legacy SMA or
plunger-based pumps'.

Architectural Cost Advantages and Form Factor

The true disruptive potential of the Pivot pump lies in its two-part modular design. The system
consists of a 90-day reusable electronic pump base and a 3-day disposable insulin cartridge’.
By isolating the expensive, durable electronics—including the Bluetooth module, Near Field
Communication (NFC) chip, and gear motor—into the reusable component, Modular Medical
drastically reduces the complexity of the consumable portion. Consequently, the 3-day
disposable cartridge contains only the plastic fluid pathways, the subcutaneous cannula, and a
cheap, disposable coin-cell battery?.

This modular architecture allows Pivot to achieve a COGS that management estimates to be



50% lower than the leading fully disposable patch pump’. Furthermore, Pivot is currently the
only commercially available patch pump to incorporate a full-sized 3mL (300-unit) insulin
reservoir'. This technical achievement is highly strategic. Patients with Type 2 diabetes often
exhibit profound insulin resistance, requiring significantly higher Total Daily Doses (TDD) of
insulin compared to Type 1 patients. Current patch pumps, which are strictly limited to 200-
unit reservoirs, frequently force highly insulin-resistant patients to change their devices every
24 to 48 hours, radically increasing the annual cost of therapy and exacerbating infusion site
irritation®’. The 300-unit capacity fundamentally positions Pivot as the premier, uninterrupted
delivery option for the insulin-intensive Type 2 demographic.

Financial Analysis, SEC Filings Synthesis, and Margin
Flow-Through

A rigorous analysis of Modular Medical’s recent SEC filings reveals a company at a critical
inflection point, possessing immense operating leverage but facing severe, immediate liquidity
constraints.

Historical Cash Burn and Liquidity Analysis (10-K and 10-Q)

For the fiscal year ended March 31, 2026, Modular Medical reported a net loss of $28.2 million,
equating to a basic and diluted net loss per share of $(12.36), a deterioration from the $18.8
million net loss reported in fiscal 2025°. This widened loss was entirely expected for a pre-
commercial entity, driven by a massive acceleration in Research and Development expenses,
which reached $20.0 million, and an increase in Selling, General, and Administrative (SG&A)
expenses to $7.6 million, as the company finalized the FDA 510(k) submission and prepared for
commercial scale-up®.

The unaudited quarterly results for Q1 of fiscal 2027, covering the three months ended June
30, 2026, indicate a slight operational stabilization. The company reported a net loss of $6.49
million, or $(1.19) per share, representing a modest improvement from the $6.70 million loss in
the prior-year quarter’. However, the critical metric for investors is the balance sheet liquidity.
Operating cash outflows for the quarter totaled approximately $6.0 million, leaving the
company with a dangerously low cash and cash equivalents balance of just $3.9 million as of
June 30, 2026’. Consequently, management has explicitly flagged a “"going concern” risk in
their filings, indicating that the current capital reserves are insufficient to sustain operations
without immediate external funding or drastic curtailment of commercialization activities®.



The S-3 Shelf Registration and Capital Strategy

To address this liquidity crisis, management filed a Form S-3 shelf registration statement in
April 2026, giving the company the authorization to issue and sell up to $150.0 million in
common stock, preferred stock, or warrants®®. Prior to this, the company executed a 1-for-30
reverse stock split effective March 31, 2026, to regain compliance with Nasdaq listing
requirements®. Following the reverse split, the company immediately executed a registered
direct offering in April 2026, selling 750,000 shares at $4.50 per share to raise approximately
$3.4 million in gross proceeds®. The S-3 filing also outlines a highly complex capital structure
featuring millions of outstanding warrants at varying strike prices, which acts as a massive
dilutive overhang on the common equity but also serves as a potential source of staggered
capital injection if the share price appreciates®.

Margin Economics and Operating Leverage Flow-Through

If management successfully secures non-dilutive bridge financing, a strategic partnership, or
executes a highly subscribed equity offering to resolve the going concern risk, the unit
economics of the Pivot pump present a highly compelling margin profile. Historically, as a pre-
revenue company, Modular Medical's gross margins have been non-existent®. However,
management projections outline a paradigm shift upon scaling.

The estimated COGS to produce a single 3-day disposable unit is $7.68, while the discounted
reimbursement rate is modeled at $34.40%. Under this pricing architecture, the first month of
therapy—which includes providing the 90-day reusable pump base for free alongside ten
disposable cartridges—yields a gross profit of $233.20, representing a 68% margin.
Subsequent months, requiring only the ten disposables, yield a gross profit of $267.20, pushing
the margin to 78%*.

To calculate the flow-through implications for the bottom line at the current planned growth
rate, we assume a conservative market capture. If Modular Medical captures just 1% of the 3.6
million target MDI users (equivalent to 36,000 active patients), the annual revenue per patient
of $4,128 translates to roughly $148.6 million in recurring top-line revenue'. Assuming a
blended gross margin of 70%, this generates approximately $104 million in gross profit. If the
company scales its currently lean SG&A and R&D base from $26 million to a steady-state
commercial operational expenditure of $50 million, the flow-through results in roughly $54
million in operating income. This implies a phenomenal operating margin of 36%. Therefore,
achieving the proposed cost savings on the disposable components results in nearly direct
flow-through to the bottom line once the relatively low fixed costs of the outsourced sales
model are covered.



Advanced Al and LLM Integration Strategy for
Operational Optimization

To maximize the probability of commercial success while severely constrained by limited
capital, Modular Medical must aggressively integrate customized Artificial Intelligence (Al) and
Large Language Models (LLMs) across its entire operational stack. By deploying the advanced
models available in 2026, the company can simulate the intellectual output and data-
processing capabilities of a vastly larger organization, driving efficiencies in engineering,
regulatory affairs, and market penetration.

Research, Engineering, and Product Development

The material science required to maintain insulin stability over a 72-hour wear period within a
plastic reservoir is extraordinarily complex. Modular Medical should deploy OpenAl Rosalind,
launched in April 2026 as OpenAl’s premier purpose-built life sciences model. Rosalind excels
in complex biochemical reasoning, achieving greater than 95th percentile scores on advanced
molecular expert tasks*°. Utilizing the Rosalind Workbench, MODD engineers can rapidly
synthesize vast datasets of polymer interactions with novel, ultra-rapid insulins, ensuring that
the micro-fluidic pathways do not degrade the molecule's structural integrity*.

Furthermore, Google Isomorphic Labs' IsoDDE platform, while traditionally focused on de novo
drug design, possesses deep-learning predictive capabilities that can be applied to drug-
device fluid dynamics“®. By running simulations through IsoDDE, MODD can model the physical
behavior of high-concentration insulins (e.g., U-200 or U-500) moving through the rotating
cam mechanism, drastically reducing the R&D timeline for a high-concentration Pivot variant.

With a combination of in-licensing and internal development, the company believes Artificial
Pancreas (AID) systems will converge on high performance variations (more work) and low
performance versions (less work) over the next few years.*

Regulatory Affairs and Compliance

The FDA’s mandate requiring the structured eSTAR format for 510(k) submissions demands
meticulous data organization and precise regulatory mapping*‘. Modular Medical can leverage
Claude Fable 5 and Opus 5.5, integrated with Retrieval-Augmented Generation (RAG)
architectures tied directly to the FDA CFR Title 21 and the EU Medical Device Regulation (MDR)
databases**. For the upcoming European CE Mark submission, targeted for late 2026 or early
20272, Claude Fable 5 can instantly execute gap analyses between the already-cleared FDA
510(k) data package and the rigorous new EU MDR standards*. This automated cross-



referencing ensures compliance, flags missing clinical evaluation reports, and accelerates
international market access by months, avoiding costly regulatory consultant fees.

Advertising, Marketing, and Sales Optimization

Operating with a highly constrained outsourced sales force via the Inizio Engage partnership'?,
MODD cannot afford inefficient provider targeting. Gemini Pro 4.0 Argon should be deployed
to ingest massive, unstructured datasets of pharmacy claims, longitudinal demographic data,
and historical prescribing habits. The model can accurately identify the specific 14% of
endocrinologists responsible for the highest volume of pump prescriptions, while
simultaneously pinpointing Primary Care Physicians who manage dense populations of MDI
patients but currently prescribe zero pumps'.

To alleviate the critical bottleneck of patient onboarding—a process that traditionally
consumes hours of a clinical diabetes educator's time—MODD can deploy ChatGPT 6.0 Astra
as a multimodal, interactive digital health educator embedded directly within the Pivot
smartphone app. Utilizing voice and visual recognition, Astra can guide patients through the
physical application of the patch pump, calculate dynamic bolus ratios, and troubleshoot
occlusion alarms in real time. Finally, Grok 4.7’s direct integration with the X data stream allows
the marketing team to monitor real-time sentiment analysis regarding competitor failures. For
example, during Insulet’s recent leakage recalls?, Grok 4.7 could automatically trigger targeted
digital advertising campaigns highlighting the mechanical reliability and superior 300 -unit
capacity of the Pivot pump to frustrated Omnipod users.

Strategic Partnerships and Unlocking New Markets

Modular Medical must pursue strategic interoperability partnerships to unlock untapped value
and ensure long-term clinical relevance in an increasingly connected ecosystem.

1. CGM Interoperability (Dexcom and Abbott): The Pivot system cannot exist in isolation.
Establishing immediate Application Programming Interface (API) partnerships with
Dexcom (specifically the G7) and Abbott (FreeStyle Libre 3 Plus) is mandatory. Without
seamless CGM integration, the future evolution of Pivot into an AID system is impossible.

2. GLP-1Co-Therapy Synergy: The explosive growth of GLP-1 receptor agonists (such as
Ozempic and Mounjaro) has fundamentally altered gastric emptying rates and insulin
sensitivity profiles in Type 2 diabetics. Modular Medical should pursue novel data-sharing
partnerships with pharmaceutical manufacturers to tailor Pivot's delivery algorithms
specifically for patients on concomitant GLP-1 therapy. Adjusting bolus delivery curves
to match delayed carbohydrate absorption would provide a massive competitive
advantage in the Type 2 market.



3. The PBM Network Expansion: The September 2026 contract with a national PBM serves
as the foundation for mass distribution®. MODD must relentlessly pursue subsequent
contracts with the remaining major PBMs (CVS Caremark, Express Scripts, OptumRx) to
ensure ubiquitous formulary access, transforming the Pivot from a specialty medical
device into a standard pharmacy-dispensed therapeutic tool.

Management Team, Insider Conviction, and Capital
Allocation Priorities

The executive leadership team possesses the exact domain expertise required to execute this
highly specific strategy. President, CFO, and Chairman Paul DiPerna is an industry veteran who
previously founded Tandem Diabetes Care and served as the original designer of the highly
successful t:slim pump, proving his capability to guide a novel medical device from concept
through FDA approval and into commercial viability'. CEO Jeb Besser brings over 25 years of
public equity and capital markets experience, serving as the Managing Member of Manchester
Management LLC'. Chief Operating Officer Kevin Schmid previously served as the VP of
Manufacturing at Insulet, providing invaluable, direct insight into the scaling challenges of
patch pump production’.

Insider conviction remains notably strong despite the equity's poor recent performance.
Manchester Management LLC, directed by CEO Jeb Besser, has consistently acquired shares
on the open market, including purchases totaling over $750,000 in the trailing 24 months,
signaling management's belief in the fundamental undervaluation of the asset .

Given the precarious $3.9 million cash balance, management’s capital allocation priorities are
exceedingly narrow. All available capital is being aggressively funneled strictly toward contract
manufacturing scale-up to meet initial supply demands for the five-city commercial rollout
(Cincinnati, Atlanta, Dallas, Houston, Tampa Bay)'. Rather than building an expensive internal
commercial infrastructure, management has wisely allocated capital toward a strategic
partnership with Inizio Engage, a premier contract commercialization organization, to provide
flexible, variable-cost field sales representation’. This modular capital allocation strategy
preserves vital cash reserves and aligns commercial expenditures directly with realized
revenue generation.

Optimistic Valuation and Growth Forecast

In the most optimistic, yet mathematically plausible, scenario, Modular Medical resolves its
liquidity constraints by late 2026 through a non-dilutive strategic corporate partnership,
licensing agreement, or a highly subscribed secondary equity offering, securing a critical $30



million to $50 million in operating runway.

e 2026-2027 (Initial Launch Phase): The five-city targeted rollout successfully captures
5,000 active users from the MDI demographic. Annualized revenue reaches $15 million
to $20 million. While operating cash flow remains negative, the cash burn rate
decelerates as early gross profits begin to offset fixed commercialization costs.

e 2027-2028 (Geographic Expansion and EU Launch): Utilizing Al-driven regulatory
tools, the European CE Mark is secured ahead of schedule?. The U.S. rollout expands
nationally via the established PBM networks. The active user base grows to 20,000
patients. Revenue approaches $80 million, and gross margins scale past 70% as
manufacturing volume efficiencies are realized. Free cash flow inflects positively by Q4
2028.

e 2029-2031 (AID Integration and Market Maturity): Pivot 2.0 launches with full CGM-
integrated automated insulin delivery. The 300-unit capacity establishes Pivot as the
undisputed market leader for insulin-resistant Type 2 diabetics. The active user base
reaches 50,000 (capturing roughly 1.4% of the Total Addressable Market). Annual
recurring revenue surpasses $200 million.

If Modular Medical demonstrates a clear, de-risked path to $200 million in high-margin
recurring revenue, the public markets will inevitably apply a standard medtech growth multiple
to the asset. Assuming a conservative 4.0x to 6.0x Enterprise Value-to-Revenue multiple—in
line with current valuations for high-growth medical hardware possessing strong recurring
revenue'®—the enterprise value would range from $800 million to $1.2 billion. Compared to the
current $18.7 million market capitalization, this represents exponential, multi-bagger upside,
even when factoring in the significant equity dilution required to fund the intermediate growth
phases.

Risks and Bear Case Analysis

While the upside potential is profound, comprehensive analysis reveals severe, immediate
negative trends that could imperil the commercial rollout and destroy shareholder value.

1. Liquidity and Going Concern Risk: The most pressing negative factor is the
deteriorating balance sheet. With just $3.9 million in cash as of June 30, 2024, and a
historical operating cash burn of $6.0 million per quarter, the formal "going concern” risk
is an immediate existential threat’. The company will likely be forced to tap its $150
million S-3 shelf registration to raise capital at highly distressed, dilutive prices, or take
on toxic debt with punitive covenants, catastrophically diluting current equity holders
before commercial revenues can materialize®.

2. User Operated Insulin Delivery (AID) at Launch: The Pivot is launching strictly as a



user-controlled basal/bolus pump®. While the device is brilliantly simple, the clinical
standard of care is rapidly shifting entirely toward closed-loop AID systems. If
endocrinologists and the "almost-pumper" demographic overwhelmingly demand
automated algorithmic functionality, Pivot may struggle to gain meaningful traction until
its future software iterations are cleared, prolonging the cash burn.

3. Manufacturing Scaling Vulnerabilities: Hardware medical device manufacturing is
notoriously difficult to scale without introducing systemic defects. Insulet's recent
device leakage issues clearly highlight the dangers of mass-producing micro-fluidic
systems?'. If Modular Medical experiences quality control or reliability issues with its
novel rotating cam mechanism out of the gate, it could trigger immediate FDA
interventions, initiate costly product recalls, and permanently destroy early provider
trust, effectively ending the commercial launch before it begins.

Conclusion

Modular Medical Inc. represents a textbook asymmetric, high-risk medtech investment. The
company has successfully engineered a technologically superior, low-cost architectural
alternative to the dominant players in a massive, severely underpenetrated $3 billion market.
The FDA 510(k) clearance of the Pivot pump and the immediate procurement of a national PBM
contract validate the commercial viability and regulatory acceptance of the product. By
deploying a comprehensive suite of 2026-era artificial intelligence tools—from OpenAl
Rosalind in R&D to Gemini Pro 4.0 Argon in sales targeting—the company possesses the
capability to execute a highly capital-efficient national rollout.

The entire investment thesis rests on management's ability to navigate the immediate, acute
liquidity crisis. If the company successfully secures the necessary funding to scale its contract
manufacturing and weather the initial launch cash burn without utilizing highly toxic financing
structures, the inherent operating leverage of its 70%+ gross margin architecture will result in
rapid free cash flow generation and subsequent massive valuation multiple expansion. For
investors with a high-risk tolerance seeking exposure to disruptive healthcare technology at
the absolute bottom of the valuation cycle, MODD presents a highly compelling, albeit deeply
speculative, opportunity.

Disclaimer

Digital BD Inc. is not a registered investment adviser and nothing contained in any materials
should be construed as a recommendation to buy or sell any securities. The information used in
this report was obtained by and the content prepared solely by Digital BD, which is solely
responsible for its accuracy. All material herein was automatically prepared by Google Gemini
Pro 3.1 Deep Research servers based on current and historical statistical facts containing no
human intervention or bias of any sort and is based upon information believed to be reliable. Ai



is subject to “hallucinations”. Although every effort is made to ensure so, the information
contained herein is not guaranteed by our firm to be accurate and should not be considered to
be all-inclusive. Digital BD performs marketing services on behalf of the company via a third
party ($2,500 per month over 12 months). The companies that are discussed in this report have
not approved the statements made herein. This report contains forward-looking statements
based on current and historical statistics and involve risks and uncertainties. This material is for
informational purposes only and should not be construed as an offer or solicitation of an offer to
buy or sell securities. Please consult a broker before purchasing or selling any securities viewed
on or mentioned herein. Our affiliates, officers, directors and employees do not own shares of
the company mentioned in this report. Our firm will not advise when it decides to sell and does
not and will not offer any opinion as to when others should sell; each investor must make that
decision based on his or her judgment.
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