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1. Introduction

Imaging Diagnostic Systems (“Imaging” or “Company”) is a Florida corporation that has
developed a proprietary technology designed to enable more reliable, accessible, and cost-
efficient early detection of breast cancer. The technology, supported by 35 U.S. and
international patents, is in the clinical trials stage in the U.S. and is commercially available in
several foreign countries. The Staff brought this action seeking revocation of the registration of
Imaging’s common stock, and the Staff now requests summary disposition.

The material facts of this case are far from undisputed. The Staff’s Statement of
Undisputed Facts alleges several disputed facts and omits several other material facts. The facts
missing from the Staff’s Motion for Summary Disposition (“MSD”) show that revocation of
Imaging’s registration is not the appropriate sanction because (1) the seriousness of Imaging’s
delinquencies does not justify revocation, (2) the delinquencies are isolated lapses in Imaging’s
longstanding observance of its filing responsibilities, (3) the degree of Imaging’s culpability does
not justify revocation, (4) Imaging has verifiably secured significant funding and has made
significant progress toward remedying the delinquencies, (5) Imaging’s new financing and
longstanding respect for its filing responsibilities ensure that no future delinquency will occur,
and (6) revocation would not serve the public interest.

I1. Statement of the Facts

1. Imaging is a Florida corporation with its principal place of business located in
Fort Lauderdale, Florida. 2014 Florida Profit Corporation Annual Report, attached as Exhibit 1,
at 1.

2. Imaging’s securities are registered with the Commission under Exchange Act

Section 12(g), and the Company’s common stock is listed on the OTC Link operated by OTC



Markets Group Inc. under the symbol “IMDS.” Imaging Diagnostic Systems, Inc., Google
Finance (June 25, 2014), http://www.google.com/finance?q=imds. Over 95% of Imaging’s
currently outstanding common stock is held by diverse unaffiliated shareholders, and the
Company has no single holder of 5% or more of outstanding common stock.

3. Imaging is in the process of developing and bringing to market its proprietary
Computed Tomography Laser Mammography (“CTLM®?) technology,’ the goal of which is to
provide a more reliable, comfortable, and cost-efficient method of detecting breast abnormalities
to facilitate early detection and treatment of breast cancer. Imaging Form 10-Q for the period
ending March 31, 2013, Item 6 (“1Q13 10-Q”) at 104-05; see also CTLM® Facts, Imaging
Diagnostic Sys. (June 25, 2014), http://www.imds.com/ctlm/. CTLM® is designed to create
optical images of breast tissue without the limitations of relying on ionizing radiation and breast
compression techniques used in conventional mammography.” 1Q13 10-Q at 104-05.

4. At least one study suggests that the optical imaging technique that underlies

CTLM® may already have sensitivity’ and specificity® rates above 90% in clinical breast cancer

! Imaging’s CTLM® patent portfolio currently comprises 20 U.S. patents and 15

international patents, with 3 pending U.S. patents and 8 pending international patents. CTLM®
Patents, Imaging Diagnostic Sys. (June 25, 2014), http://www.imds.com/ctlm/CTLM-
Patents.php.
2 The laser used by CTLM® is not impeded by dense tissue, which, like tumors, looks
white on traditional mammograms. Although physicians can follow up traditional mammograms
with sonograms, this imaging often results in false alarms of cancer. In a study published in the
Journal of the American Medical Association, 90% of the biopsies performed in response to
sonograms found no cancer. See L. Johannes, A Dilemma in the Search for Breast Cancer, The
Wall Street Journal (May 16, 2013). By contrast, CTLM® easily images dense breast tissue, thus
providing physicians with additional information not available through traditional
mammography. This imaging technology has the potential to benefit many patients. According
to the Wall Street Journal article, "about 40% to 50% of the female population” has dense breast
- tissue.
3 Sensitivity refers to the likelihood of correctly making a positive identification (i.e. for
problematic tissue).
Specificity refers to the likelihood of correctly concluding a negative (i.e. non-)

identification.



applications. R. Weissleder et al., Molecular Imaging: Principles and Practice 194-95 (2010);
B. Chance et al., Breast Cancer Detection Based on Incremental Biochemical and Physiological
Properties of Breast Cancers, 12 Acad. Radiology 925 (2005); see also CTLM® Facts, Imaging
Diagnostic Sys. (June 25, 2014), http://www.imds.com/ctlm/.

5. Since its common stock was registéred under the 1934 Act in 1996, despite being
a development stage company requiring significant capital expenditure and working capital to
develop the CTLM® technology, conduct clinical trials, and seek regulatory approvals, Imaging
had diligently complied with all of its filing requirements until the recent delinquencies, which
began in the fall of 2013. See generally Imaging’s filings since 1996. Imaging observed these
requirements even as the financial crisis and recession made it more and more difficult for the
Company to raise the needed capital and impeded CTLM®’s progress.

6. At great personal expense, Imaging’s founders have navigated the financial
downturn with the goal of saving the Company’s potentially life-saving technology. Imaging’s
former directors and officers, Linda Grable and Allan Schwartz, voluntarily deferred their own
compensation from July 2012 until February 2014. Affidavit of Richard J. Grable II, July 3,
2014 (“Affidavit™), attached as Exhibit 2. Ms. Grable and Mr. Schwartz lived off of their
rapidly-depleting personal savings during this deferral period, while deferring $241,612 and
$252,480 in compensation, respectively. Id. These amounts still have not been paid. Id. More
recently, Ms. Grable and Mr. Schwartz agreed, individually and on behalf of the Company, to
settle the Staff’s allegations of fraud against them to preserve Imaging’s resources and to avoid
unnecessary distractions from their efforts to save the Company. See Final Judgment of
Permanent Injunction and Other Relief Against Imaging Diagnostic Systems, Inc.; Final

Judgment of Permanent Injunction and Other Relief Against Linda Grable; Final Judgment of



Permanent Injunction and Other Relief Against Allan Schwartz. The recent delinquencies in
Imaging’s filings did not begin until the Company had truly exhausted its then-available
resources and options.

7. Imaging’s last 10-K filing was made on October 15, 2012, for the fiscal year
ended June 30, 2012. Imaging’s last 10-Q filing, 1Q13 10-Q, was made on May 15, 2013, for
the quarter ended March 31, 2013. Imaging’s most recent filings include an 8-K, dated July 1,
2014, that disclosed Imaging’s entry into a June 27, 2014, securities purchase agreement for the
sale of $6,000,000 of preferred stock (the “SPA™), attached as Exhibit 3, (“7/1/14 8-K”); an 8-K
dated March 21, 2014 (“3/21/14 8-K”), that disclosed management changes as a result of the
settlement of the Staff’s enforcement action against Ms. Grable, Mr. .Schwartz, and Imaging; and
an 8-K, dated September 25, 2013 (“9/25/13 8-K™), that disclosed the commencement of the
same enforcement action.

8. Notwithstanding the Staff’s understandable doubts and skepticism, the tireless
efforts and personal sacrifices of Ms. Grable and Mr. Schwartz have finally paid off. On June
27, 2014, Imaging entered into the SPA, which provides a binding commitment for $6,000,000
in financing, including a $100,000 non-refundable deposit. Transfer Confirmation, attached as
Exhibit 6; SPA, § 2.1 at 5-7. The purchaser, Viable International Investments, LLC (the
“Investor™), is a Florida limited liability company owned by a group of Chinese investors.
7/1/14 8-K.

9. Pursuant to the SPA, the $100,000 non-refundable deposit was paid to Imaging on
June 30, 2014. Affidavit; see 7/1/14 8-K; SPA, 9 2.1 at 5. The next installment, in the amount
of USD $2,500,000 less the deposit, will be paid to Imaging at the first closing on July 31, 2014.

SPA, § 2.1 at 6.



10. Since September 2013, over the course of negotiating the transaction with the
Investor, Imaging’s counsel has had multiple conversations with the Staff to keep the Staff
informed of the deal’s progress. Although the deal took much longer than expected due to the
Company’s limited financial and human resources, as well as the logistical and communications
difficulties faced in this international transaction, Imaging has now secured the necessary
resources to pay the Company’s debts, fund working capital and the regulatory process for
obtaining FDA premarket approval (“PMA™), and to pay for the legal and accounting work
required to remedy its filing delinquencies and ensure future compliance

11.  Asadirect result of raising these funds, Imaging has already begun the process to
remedy its delinquencies. Imaging’s auditors, D’ Arelli Pruzansky, P.A. (“D’Arelli” or the
“Auditors™), have already been engaged and paid a $26,000 retainer fee. With the Auditors’
assurances, Imaging expects to bring all of its delinquent filings current by August 31, 2014, and
to return to its longstanding customary practice of respecting all of its filing responsibilities.
Imaging also expects to timely file its form 10-K report for the fiscal year ended June 30, 2014.
Affidavit; see Audit Engagement Letter between D’ Arelli and Imaging, dated June 30, 2014
(“6/30/14 Audit Engagement Letter”), attached as Exhibit 4; Audit Engagement Letter between
D’Arelli and Imaging, dated June 12, 2014 (“6/12/14 Audit Engagement Letter”), attached as
Exhibit 5.

III. Memorandum of Law

A. Summary Disposition Standards

As the Staff stated, Commission Rule of Practice 250(b) provides that a summary
disposition may be appropriate when “there is no genuine issue with regard to any material fact

and the [moving] party is entitled to summary disposition as a matter of law.” 17 C.F.R. §



| 201.250(b). The facts of the pleadings of the party against whom the motion is made shall be
taken as true and viewed in the light most favorable to the non-moving party. 17 C.F.R. §
201.250(a); see Felix v. N.Y. City Transit Auth., 324 F.3d 102, 104 (2d Cir. 2003); O'Shea v.
Yellow Tech. Svcs., Inc., 185 F.3d 1093, 1096 (10th Cir. 1999); Cooperman v. Individual, Inc.,
171 F.3d 43, 46 (1st Cir. 1999).

Here, contrary to the Staff’s claims, there are material factual disputes about the nature of
Imaging’s delinquencies, the extent of Imaging’s efforts to remedy these delinquencies, and
Imaging’s ability to remedy these delinquencies and to prevent future delinquencies. Having
failed to demonstrate that there is no genuine issue with regard to all material facts, the Staff is
not entitled to summary disposition. See 17 C.F.R. § 201.250(b); In the Matter of John P.
Flannery, and James D. Hopkins, AP File No. 3-14081, 2011 WL 7791050 at *4-5 (Comm’n
Opin. January 10, 2011).

B. The Staff Overlooks Material Factual Disputes that
Render Summary Disposition Inappropriate

Summary disposition is inappropriate here because this case is awash with material
factual disputes. See 17 C.F.R. § 201.250(b); John P. Flannery, 2011 WL 7791050 at *4-5 (The
Commission denied the respondents’ Motion for Leave to File Motion for Summary Disposition
when the Staff asserted that there were unresolved factual disputes). Material factual disputes
exist about the nature of Imaging’s delinquencies, the extent of Imaging’s efforts to remedy these
delinquencies, and Imaging’s ability to remedy these delinquencies and to prevent future
delinquencies, as Section C explains below. The Staff’s assertion that no material factual dispute
exists relies on several omissions of material facts, some of which the Staff is aware. Consider

the following table outlining the factual disputes:



Factual Issue

Staff’s Version

Actual Facets

1. Has Imaging
timely disclosed all
material
information despite
the delinquencies?

Answer: No

The Staff erroneously implies
that Imaging 1s hiding
information about the Staff’s
fraud allegations against Ms.
Grable and Mr. Schwartz and the
management changes resulting
from the settlement of that
enforcement action. (See MSD
at 8 (claiming that “[investors]
were deprived of current and
actual . . . information about the
company . . . at a very crucial
time,” referring specifically to
the Staff’s unproven fraud
allegations and Imaging’s
management changes)).

Answer: Yes

Imaging timely filed forms 8-K to
disclose these events, as the Staff is
aware and can verify, and Imaging
has disclosed all material events
about the Company via such forms
8-K since the delinquencies began.
3/21/14 8-K; 9/25/13 8-K. At the
time that Imaging became
delinquent, its reported financial
condition on its most recent filings
was extremely grave and replete
with cautionary language. No
investor could possibly have been
misled about the Company’s
financial problems. See, e.g.,

1Q13 10-Q. Furthermore, as soon
as the SPA was signed, Imaging
promptly announced the transaction
in accordance with the form 8-K
requirements. 7/1/14 8-K.

2. Does Imaging
exhibit a
demonstrated
pattern of
delinquency?

Answer: Unclear

The Staff seems to insinuate this
allegation but is ultimately
ambiguous. See MSD at 2-3.

Answer: No

Imaging’s longstanding track record
of regulatory compliance
demonstrates that the delinquencies
are a product of the Company’s
financial circumstances, not of
neglect or disregard of its
responsibilities. Indeed, despite the
Company’s financial problems,
Imaging has disclosed all material
events since the delinquencies began
via timely-filed forms 8-K.

7/1/14 8-K; 3/21/14 8-K; 9/25/13 8-
K; see generally Imaging’s filings
prior to the delinquencies.

3. Has Imaging
expended
considerable effort
and made

Answer: No

The Staff fails to acknowledge
Imaging’s ongoing (and now-

Answer: Yes

Imaging has been in discussions to
raise new funds since before the




considerable
progress toward
remedying the
delinquencies?

successfully concluded)
negotiations to raise new funds;
instead, the Staff claims (prior to
receiving the 7/1/14 §-K) that
“Imaging has made no attempt to
remedy past violations.” MSD
at 10-11.

delinquencies began and, through
counsel, has kept the Staff apprised
of Imaging’s progress since
September 2013. Ms. Grable’s and
Mr. Schwartz’s considerable efforts
to save the Company have come at
great personal expense, as detailed
in the Facts above, and Imaging has
now secured an investment
commitment of $6,000,000, which is
sufficient to save the Company and
cure the delinquencies. Affidavit;
7/1/14 8-K; SPA § 2.1 at 5-7.

4. Has Imaging
secured the
necessary funding
to remedy the
delinquencies and
to ensure future
compliance?

Answer: No

The Staff concluded (prior to
receiving the 7/1/14 8-K) that
Imaging has not yet secured the
necessary funding to remedy the
delinquencies and to ensure
future compliance.

Answer: Yes

Imaging entered into the SPA on
June 27, 2014 to sell 600 shares of
preferred stock to the third-party
Investor for $6,000,000. Pursuant to
the SPA, a non-refundable deposit
of $100,000 has already been paid to
Imaging. The next installment, in
the amount of $2,500,000 less the
deposit, will be paid on July 31,
2014. Transfer Confirmation;
Affidavit; 7/1/14 8-K; SPA 2.1 at
5-7.

5. Has Imaging
engaged an
independent auditor
to begin the process
of remedying the
delinquencies and
to ensure future
compliance?

Answer: Silent

The Staff is silent on this
material factual issue.

Answer: Yes

Imaging has engaged the
independent audit firm D’ Arelli
Pruzansky, P.A. and paid their
$26,000 retainer fee. Affidavit; see
6/12/14 and 6/30/14 Audit
Engagement Letters. Based on the
Auditors’ assurances, Imaging
expects to bring all delinquencies
up-to-date by August 31, 2014.
Affidavit; see 6/12/14 Audit
Engagement Letter. Imaging also
expects to timely comply with the
September 29, 2014 deadline for its
required filings for the fiscal year
ended June 30, 2014. Affidavit; see




6/30/14 Audit Engagement Letter.

As the table above demonstrates, there are significant unresolved factual disputes in this
case. To be fair to the Staff, some of these facts arise from the execution of the SPA and the
corresponding financing, which occurred after the MSD was filed.

C. On the merits, the Facts Show that Revocation Is Not the Appropriate Sanction

In Section 12(j) proceedings, the Commission is guided by a list of factors set forth in In
the Matter of Gateway Int’l Holdings Inc. and Lawrence A. Consalvi, AP File No. 3-11894, 2006
WL 1506286 at *4 (Comm’n Opin. May 31, 2006): (1) the seriousness of the issuer’s violations;
(2) the isolated or recurrent nature of the violations; (3) the degree of culpability involved; (4)
the extent of the issuer’s efforts to remedy its past violations and ensure future compliance; and
(5) the credibility of its assurances, if any, against future violations. Id; see also In the Matter of
Absolute Potential, Inc., AP File No. 3-14587, 2014 WL 1338256 at *4 (Comm’n Opin. April 4,
2014). When all material facts are considered in light of these factors, the compelling conclusion
is that revocation of Imaging’s registration is inappropriate.

1. The Seriousness of Imaging’s Delinquencies Does Not Justify Revocation

Prior to the recent delinquencies, Imaging had dutifully and diligently fulfilled all of its
filing obligations for more than a decade since it first became registered. Imaging believes that
public filings are important to protecting investors and the integrity of the markets; in fact,
Imaging agrees with the Commission that every delinquency is serious. Nevertheless, the Staff
fails to observe that seriousness alone, without further inquiry into the degree of seriousness,

cannot weigh toward revocation; indeed, if every serious delinquency (that is, every



delinquency) automatically weighed toward revocation, then this factor would be useless. See
Gateway, WL 1506286 at *4; Absolute Potential, Inc., 2014 WL 1338256 at *4.

Given the material facts, Imaging’s recent delinquencies, though serious, do not
necessitate or justify revocation. The Staff specifically points to its own unproven fraud
allegations against Imaging and the management changes resulting from the settlement of that
enforcement action to illustrate that Imaging’s delinquencies are “very serious,” implying that
Imaging attempted to hide these events from investors. The Staff, however, fails to mention that
Imaging fully disclosed both of these events in timely filed forms 8-K.

Indeed, given Imaging’s lack of financing and lack of business activity during this period
of delinquencies, and given that Imaging has timely filed forms 8-K to disclose all material
events, the delinquent filings would have provided investors with little or no useful new
information. Furthermore, the most recently filed forms 10-K and 10-Q are so replete with
disastrous financial statements, cautionary language, and self-deprecating forecasts® that they in
effect represent advertisements against investing in Imaging. Their effect is obvious: Imaging’s
current stock price and trading volume suggest that there is little or no investor interest in the
Company, and, as a practical matter, it is difficult to imagine how the delinquent filings could
have further discouraged investor interest.

2. The Delinquencies are Isolated Lapses in
Imaging’s Longstanding Observance of its Filing Responsibilities

Although Imaging acknowledges that it has missed four filings, when the recent

delinquencies are viewed against Imaging’s overall record, they constitute an unusual, isolated,

> Sample excerpts from Imaging’s most recent 10-Q (1Q13 10-Q): “We have had
cumulative losses since inception that raise doubt about our ability to continue as a going
concern . . . These matters raise substantial doubt about our ability to continue as a going concern
... we have been unable to draw from this new private equity line . . . there is no assurance that
we will be able to obtain alternative financing on commercial reasonable terms.”

10



and temporary lapse in Imaging’s customary timely compliance with its filings responsibilities.
Unlike the facts in Absolute Potential, the case that the ALJ has asked Imaging to distinguish,
Imaging has missed far fewer filings than did the issuer in that case® and, much more
importantly, Imaging does not have a “demonstrated pattern of delinquency,” Absolute Potential,
2014 WL 1338256 at *5. Indeed, even though Imaging is behind on a form 10-K and three
forms 10-Q, an obvious distinction in the instant case from Absolute Potential and most of the
cases cited by the Staff is that Imaging has timely filed forms 8-K to ensure that investors are
informed of all material events, and that Imaging has not simply vanished without a trace from
the universe of regulatory compliance.

3. The Deoree of Culpability Does Not Justify Revocation

Imaging’s actions throughout this period of delinquency do not resemble those of highly
culpable companies. Unlike the issuer in Absolute Potential, who was found to have “essentially
ignored its reporting obligations until it was ultimately confronted with revocation through the
institution of [proceedings to revoke],” Ms. Grable and Mr. Schwartz have been working
diligently to secure new funding for Imaging since the Company became delinquent and well
before the institution of these proceedings, as the Staff is aware from its ongoing discussions
with Imaging counsel.

Nor is Imaging comparable to the issuer in In the Matter of Markland Technologies, Inc.,
AP File No. 3-13147, 2008 WL 5221033 (Init. Dec. Dec. 15, 2008), a case on which the Staff
relies, which paints a picture of an issuer who was so disorganized that it was found responsible
for “a failure to obtain and devote sufficient resources to enable it” to remedy its delinquencies.

Id at ¥4, Quite the opposite, by working without compensation and by accepting substantial

6 Those violations involved twenty delinquencies. Absolute Potential, 2014 WL 1338256
at *3.

11



personal fines and resigning as directors and officers to settle the fraud allegations in an effort to
preserve Imaging’s dwindling resources, not only have Ms. Grable’s and Mr. Schwartz’s
personal sacrifices enabled Imaging to continue to disclose all material events to investors via
timely forms 8-K during these trying times, but also Imaging has now obtained new financing
and engaged an independent auditor to quickly begin the process of remedying its delinquencies.

4. Imaging Has Verifiably Secured Significant Funding and
Has Made Significant Progress toward Remedying the Delinquencies

Securing sufficient new funding and saving the Company has been Imaging
management’s top priority since before it became delinquent. Fortunately, there is now
verifiable documentary evidence of the desired solution. Of the $6,000,000 committed to
Imaging as a result of the securities purchase by the Investor, $100,000 has already been paid to
Imaging, and another $2,500,000 less the deposit will be paid by July 31, 2014. Furthermore,
D’ Arelli has already been engaged to prepare the audit reports required for Imaging to promptly
file its delinquent reports, as well as to timely file the Fiscal Year 2014 form 10-K.

5. Imaging’s New Financing and Longstanding Respect for
Its Filing Responsibilities Ensure that No Future Delinquency Will Occur

Imaging’s delinquencies are attributable solely to the Company’s financial problems,
a fact that the Staff accepts, MSD at 3-4, and these financial problems have now been remedied.
Unlike the issuer in Absolute Potential, whose problems were not only financial but also
included: ineffective internal controls that could not be easily fixed; acting merely as a shell
company whose ongoing existence was uncertain; and having to rely on a third party whose
promise to provide funding was not binding, Absolute Potential, 2014 WL 1338256 at *2-3, 6,
Imaging, as the Staff acknowledges, has not given any indication that the cause of its

delinquencies goes beyond the financial. Now that a binding SPA has been signed and Imaging

12



has received new funds, there is no reason to believe that Imaging will not return to its
longstanding practice of diligently respecting its filing responsibilities.

6. Revocation Would Not Serve the Public Interest

Revocation of Imaging’s registration would be detrimental to the public interest by
harming investors with no benefit to anyone. Any decision to revoke an issuer’s registration
should consider the interests and protection of “all investors in the rﬁarketplace, both current and
prospective.” E.g. Absolute Potential, 2014 WL 1338256 at *6. Now that Imaging is
demonstrably ready, willing, and able to return to its longstanding practice of diligently fulfilling
all of its filing requirements and, indeed, is on track to remedy the delinquencies by August 31,
2014 and timely file its form 10-K the fiscal year ended June 30, 2014, revocation would no
more protect potential investors than a temporary suspension while Imaging becomes current in
its filings. To the contrary, revocation now would likely harm Imaging’s existing investors, the
overwhelming majority of whom are diverse, unaftiliated shareholders. Simply put, in the
instant case, revocation cannot provide any benefit that a less harmful alternative cannot also
provide.

Furthermore, revocation would lead to a waste of the Commission’s resources. Now that
Imaging has secured the necessary funds to cure its delinquencies and to sustain normal business
operations and further development, should its registration be revoked, it is inevitable that
Imaging would soon seek re-registration, a cumbersome and expensive process that would
consume the Commission’s time and resources unnecessarily. It would also waste capital that
would be better spent on implementation of Imaging’s business plan to the benefit of its

investors and the many women who could benefit from CTLM®.

13



IV. Conclusion

For all of the foregoing reasons, Imaging asks the Law Judge to deny the Staff’s motion

for summary disposition.

Respectfully submitted,

CARLTON FIELDS JORDEN BURT, P.A.
Attorneys for Respondent IMAGING DIAGNOSTIC
SYSTEMS, INC.
100 Southeast Second Street, Ste. 4200
Miami, Florida 33131-9101
Telephone: (305) 530-0050
Facsimile (305) 530-0055
E-mail: RMacaulay@cfjblaw.com

Lot

Robert B. Macaulay
Florida Bar No.: 378445
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2014 _FLORIDA PROFIT CORPORATION ANNUAL REPORT EILED
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Title PSD Title \'
Name GRABLE , RICHARD J Il Name O'BRIEN, DEBORAH W
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above, of on an attachment with ail clher like empowered.
SIGNATURE: RICHARD J. GRABLE Il PRESIDENT 03/31/2014
Electronic Signature of Signing Officer/Director Detail Date
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION
July 3, 2014
Administrative Proceeding
File No. 3-15864

In the Matter of
IMAGING DIAGNOSTIC SYSTEMS, INC.

Respondent.

AFFIDAVIT OF RICHARD J. GRABLE Il

BEFORE ME, the undersigned authority, personally appeared Richard J. Grable II, who after
being duly sworn upon oath, deposes and says as follows:

1. Since March 17, 2014, T have served as the President and a Director of Imaging
Diagnostic Systems, Inc., a Florida corporation (the “Company”). I give this Affidavit in support
of the Company’s opposition to the Securities and Exchange Commission’s (the “Commission”)
Motion for Summary Disposition. | have personal knowledge of all matters set forth in this
Affidavit..

2. I have reviewed the Company’s books and records, which are kept in the ordinary
course of business, and they reflect that Linda B. Grable, the Company’s former Chief Executive
Officer, and Allan L. Schwartz, the Company’s former Chief Financial Officer, received no
salary from the Company for the period from July 2012 to February 2014. The deferred salary
amounts of $241,612 for Ms. Grable and $252,480 for Mr. Schwartz, based on an annual salary
of $168,000 for each, still have not been paid.

3. On June 27, 2014, I executed on behalf of the Company the Securities Purchase

Agreement (the “SPA”) between the Company and Viable International Investments LL.C (the
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“Investor™), a copy of which was filed with the Commission pursuant to the Company’s Form 8-
K Report, filed on July 1, 2014.

4, Pursuant to the SPA, on June 30, 2014, the Investor paid a $100,000 non-refundable
deposit to the Company pursuant to the SPA, and the Company used $26,000 of those funds to pay
the retainer required pursuant to its engagement letter with the Company’s auditors, D’ Arelli
Pruzansky, P.A. A copy of the bank transfer receipts is attached as Exhibit “A.”

5, On June 25, 2014, I executed and delivered on behalf of the Company the
engagement letter with the Company’s auditors for the fiscal year ended June 30, 2013. On July
1, 2014, ] executed and delivered on behalf of the Company the engagement letter with its auditors
for the fiscal year ended June 30, 2014. Copies of these engagements letters are attached hereto
as composite Exhibit “B.”

6. Based on my discussions with the Company’s auditors and counsel, I believe that
the Company’s delinquent filings with the Commission will be filed on or before August 31,2014,
and that the Company’s Form 10-K annual report for the fiscal year ended June 30, 2014, will be
filed by the normal due date of September 29, 2014.

7. Based on my review of the Company’s financial statements and business plan, I
believe that the funding provided by the Investor pursuant to the SPA will be sufficient to satisfy
the Company’s existing debts and fund its operations going forward, including, but not limited to,
the timely filing of all reports with the Commission.

-

FURTHER AFFIANT SAYETH NOT.

RICHARD J. Il

35432502.1 2




STATE OF FLORIDA )
)SS
COUNTY OF BROWARD )
The foregoing instrument was acknowledged before me this 3> day of July, 2014, by

RICHARD J. GRABLE II, 01 who is personally known to me or F¥ has produced

Fe- D as identification e an oath
.  MARK HOPPER
fﬁ Notary Public, Sate o Florida
et aams|  SGOTARY PUBLIC — STATE OF FLORIDA

My commission expires: 197/{% o (6
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CERTIFIED PUBLIC ACCOUNTANTS

June 12, 2014

Board of Directors :
Imaging Dtagnosltc Systems, Inc. !
1291-B NW 65" Place

Fort Lauderdale, FL 33308-1942

To the Board of Directors:

We are pleased to confirm our understanding of the services we are to provide for Imaging Diagnostic Systems, ;
Inc. (*the Company”) for the years ended June 30, 2013 and 2012. i’

We will audit the balance sheets of the Company as of June 30, 2013 and 2012, and the related statements of i
operations, stockholders’ equity, and cash flows for the years then ended. Based on our audits, we will issue a :
written report on the Company's financial statements, all of which are to be included in the annual reports (Form

10-Ks) proposed to be filed by the Company under the Securities Exchange Act of 1934,

Audit Objective i
The objective of an audit of the financial statements is the expression of an opinion on the financial statements. |
Accordingly, the objective of our audit is the expression of an oplnion about whether the Company’s financial é
statements are fairly presented, in all material respects, in conformity with accounting principles generally .
accepted in the United States. i

We are responsible for conducting our audit of the financial statements in accordance with the standards
established by the Public Company Accounting Oversight Board (PCAOB). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether caused by error or fraud. Because our audit is designed io provide reasonable but not
absolute, assurance and becauss we will not perform a detailed examination of all transactions, there is some risk
that material misstatements of the financial statements may exist and not be detected by us, Although not
absolute assurance, reasonable assurance is a high level of assurance. Also, a financial statement audit is not
designed to detect error or fraud that is immaterial to the financial statements or violations of laws or
governmental regulations that do not have a direct and material effect on the financial statements.

If circumstances arise in which it is necessary for us to modify the opinion in our report or to include an
explanatory paragraph in our report, we will communicate the reasons for the modification or explanatory
language and the revised word:ng of the report to management and the audit commiitee. if for any reason we are
unable to complete our audit or are unable to form, or have not formed, an opinion, we retain the right to take any

course of action permitted by professional standards or regulatory requirements, including declining {o express an

opinion or issue a report, or withdrawing from the engagement. In that circumstance, we will notify the audit
committee and management.

Audit Procedures

Our audits of the financial statements will include tesis of documentary evidence supporting the transactions
recorded in the accounts, including tests of the physical existence of inventories and direct confirmation of certain
assets and liabilities by correspondence with selected customers, creditors, and financial institutions. The audit
will include examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas to be tested. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. In connection with our audit of the financial statements, we will obtam an
understanding of internal control sufficient to plan the audit and to determine the nature, timing,
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audit procedures to be performed; however, an audit of the financial statements is not designed to provide
assurance on internal control or {o identify internal control deficiencies.

Qur audit of the financial statements will also include reading the other information in the Company’s annual
report and considering whether other information in the annual repert {including the manner of its presentation) is
materially inconsistent with information in the financial statements. However, our audit will not include procedures
to corroborate such other information. We are also required to read any document, including the annual report to
shareholders and filings with the SEC, that contains or incorporates by reference our audit or interim review
reports, or contains any reference to us.

At the conclusion of our audits, you agree to provide us with a letter that confirms certain representations made by
management during the audit about the Company's financial statements and related matters.

Review of Unaudited Quarterly Financial Information

in conjunction with the annual audits, we will also perform reviews of the Company’s unaudited quarterly financial
information for the quarters and year-to-date periods beginning with the September 30, 2013 period and ending
with the March 31, 2014 period, which are to be included in the quarterly reports (Form 10-Q) proposed to be filed
by the. Company under the Securities Exchange Act of 1934. For these quarters, we will perform reviews of that
information before the Form 10-Q is filed. These reviews will be conducted in accordance with the standards of
the PCAOB. The objective of a review of interim financial information is to provide a basis for communicating
whether we are aware of any material modifications that should be made to the interim financial information for it
to conform with U.S. generally accepted accounting principles. A review is substantially less in scope that an audit
conducted in accordance with PCAOB standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we will not express an opinion on the Company’s inferim
financial information.

A review of interim financial information consists principally of performing analytical procedures applied to
financial data and making inquiries of persons responsible for financial and accounting matters. it includes
obtaining sufficient knowledge of the Company’s business and its internal control as it relates to the preparation of
both annual and interim financial information {1) to idenfify the types of potential material misstatements in the
interim financial information and consider the likelihood of their potential occurrence, and (2) to select the Inquiries
and analytical procedures that will provide a basis for communicating whether we are aware of any material
modifications that should be made to the interim financial information for it to conform with U.S. generally
accepted accounting principles.

A review does not contemplate tests of accounting records or internal controls, tests of responses to inquiries by
obtaining corroborating evidence, or performing certain other procedures ordinarily performed in an audit. Thus, a
review does not provide assurance that we will become aware of all significant matters that would be identified in
an audit and cannot be relied on to detect errors, fraud, or illegal acts. Furthermore, given the limited nature of
review procedures, we may not become aware of all matters that might affect judgments about qualitative aspects
of the Company’s accounting policies and procedures. Also, a review is not designed to provide assurance on
internal control or fo identify material weaknesses or significant deficiencies in internal control.

As agreed, we will not issue a written report on our review of the Company’s interim financial information.
However, if the Company refers to the interim financial information that we have reviewed when such information
is included in documents -issued to shareholders or third parties, including the SEC, we are required by
professional standards to issue a written report on our review, which must accompany the interim financial
information in the document.

If, for any reason, we are unable to complete our reviews or are unable to obtain or have not obtained limited
assurance on the interim financial information, we will communicate the circumstances to the audit committee and
management. At the conclusion of our reviews, you agree o provide us with a letter that confirms certain
representations made by management about the Company's financial statements and related matters.

Auditor Responsibility to Communicate with the Audit Committee and Management

We will communicate to the audit committee and management of the Company, as appropriate, any errors, fraud,
or other illegal acts (unless clearly inconsequential) that come to our attention during our audit. In the case of
fliegal acts that, in our judgment, would have a material effect on the financial statements, we are also required to
follow procedures set forth in the Private Securities Litigation Reform Act of 1995, which, under certain
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circumstances, requires us {o communicate our conclusions to the SEC. While the objective of our audit of the
financial statements is not to report on the Company’s internal control and we are not obligated to search for
material weaknesses or significant deficiencies as part of our audit of the financial statements, we will
communicate in writing to the audit committee and management all material weaknesses and significant
deficiencies relating to infernal control over financial reporiing identified while performing our audit. We will also
communicate in writing to management all deficiencies in internal control over financial reporting that are of a
lesser magnitude than significant deficiencies not previously communicated in writing by us or by others, including
the Company's internal auditors. We will also inform the audit committee when we have communicated tfo
management all internal control deficiencies. If we conclude that the audit committee’s oversight of the
Company’'s external financial reporting and internal control over financial reporting is ineffective, we will
communicate that conclusion in writing to the Company’s board of directors.

We are also responsible for communicating with the audit committee about certain other matters related to our
audit, including (1) our audit responsibility under PCAOB standards; (2) information relating to our independence
with respect to the Company; (3) an overview of our overall audit strategy, timing of the audit, and significant risks
identified during our risk assessment procedures; (4) management'’s initial selection of, or changes in, significant
accounting policies or the application of such policies, and the effect on the Company’s financial statements or
disclosures of significant accounting policies in controversial areas or areas for which there is a lack of
authoritative guidance or consensus or diversity in practice; (5) the Company’s critical accounting policies and
practices, including the reasons certain policies and practices are considered critical and how current and
anticipated future events might affect the determination of whether certain policies and practices are considered
critical; (8) a description of the process management used to develop critical accounting estimates,
management's significant assumptions used in critical accounting estimates that have a high degree of
subjectivity, and any significant changes management made to the process used to develop critical accounting
estimates or management’s significant assumptions, including a description of management’s reasons for the
changes and the effects of the changes on the financial statements; (7) significant transactions outside of the
normal course of the Company’s business or that otherwise appear to be unusual due fo their nature, timing, or
size, along with the policies and practices used to account for significant unusual transactions, and our
understanding of the business rationale for significant unusual transactions; (8) our evaluation of the quality of the
Company's financial reporting; {8) corrected misstatements arising from our audit and the implications that such
corrected misstatements might have on the Company's financial reporting process; (10) uncorrected
misstatements aggregated during the current engagement and pertaining to the latest period presented that were
determined by management to be immaterial, both individually and in the aggregate; (11) if applicable, our
evaluation of the Company’s ability to continue as a going concern; (12} difficult or contentious issues about which
we consulted with others and that we believe are relevant to the audit committee’s oversight of the financial
reporting process; (13) disagreements with management about matters, whether or not satisfactorily resolved,
that could be significant to the Company's financial statements or our report; (14) any concerns we may have
related to significant auditing or accounting matters about which management has consulted with other
accountants; (15} any issues discussed with management prior to our retention, including significant discussions
regarding the application of accounting principles and auditing standards; (16) any significant difficulties
encountered in performing the audit; and (17) other matters required fo be communicated by PCAOB standards
or that are significant to the oversight of the Company’s financial reporting process.

Furthermore, we are responsible for providing a copy of the management representation letter to the audit
committee if management has not done so, and for communicating to the audit committee other material written
communications between the auditor and management.

in connection with our reviews of the Company’s unaudited quarterly financial information, we will communicate to
the audit committee and management any matters that come to our attention that we believe may require material
modifications to the financial information to make it conform with accounting principles generally accepted in the
United States. Further, we will communicate any significant deficiencies or material weaknesses that come to our
attention.

Management Responsibilities

Management is responsible for the fair presentation of the Company's financial statements (including disclosures)
in accordance with accounting principles generally accepted in the United States, for the selection and application
of accounting principles, for making all financial records and relevant information available to us on a timely basis,
and for the accuracy and completeness of that information. Management also agrees that we will have
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unrestricted access to persons within the Company from whom we determine it necessary to obtain audit
evidence and the full cooperation of Company personnel.

Management is also responsible for adjusting the financial statements to correct material misstatements relating
to accounts or disclosures and affirming to us in the management representation letter that the effects of any
. uncorrected misstaternents aggregated by us during the current engagement and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In
addition, management is responsible for the design and implementation of programs and controls {o prevent and
detect fraud and for identifying and ensuring that the Company complies with applicable laws and regulations, and
for informing us of any known material violations of such laws and regulations that would have an effect that is
material o financial statement amounts or disclosures.

Management is also responsible for establishing and maintaining effective internal control over financial reporting,
including monitoring activities; notifying us of all deficiencies in the design or operation of internal control over
financial reporting of which it has knowledge; and describing to us any fraud resulting in a material misstatement
of the financial statements and any other fraud involving senior management or employees who have a significant
role in the Company’s internal control.

Management is responsible for the Company’s interim financial information and for establishing and maintaining
effective internal control over financial reporting. It is also responsible for identifying and ensuring that the
Company complies with the laws and regulations applicable to its activities; making all financial records and
related information available to us; adjusting the interim financial information to correct material misstatements;
and affirming that the effects of any uncorrected misstatements pertaining to the periods under review are
immaterial, both individually and in the aggregate, to the interim financial information taken as a whole.

Engagement Administration, Fees, and Other
Mitchell Pruzansky is the engagement pariner and is responsible for supervising the engagement and signing the
report or authorizing another individual to sign it.

If any dispute, controversy or claim arises in connection with the performance or breach of this agreement and
cannot be resolved by facilitated negotiations {or the parties agree to waive that process) then such dispute,
controversy or claim shall be settled by arbitration in accordance with the laws of the State of Florida and the then
current Arbitration Rules for Professional Accounting and Related Disputes of the American Arbitration
Association, except that no pre-hearing discovery shall be permitied unless specifically authorized by the
arbitration panel, and shall take place in Palm Beach County, unless the parties agree to a different locale.

Such arbitration shall be conducted before a panel of three persons, one chosen by each party and the third
selected by the two party-selected arbitrators. The arbilration panel shall have no authority to award non-
monetary or equitable relief, and any monetary award shall not include punitive damages. The confidentiality
provisions applicable to facilitated negotiation shall also apply to arbitration.

The award issued by the arbitration panel may be confirmed in a judgment by any federal or state court of
competent jurisdiction. All reasonable costs of both parties, as determined by the arbitrators, including but not
limited fo (1) the costs, including reasonable attorneys’ fees, of the arbitration; (2) the fees and expenses of the
AAA and the arbitrators and (3) the costs, including reasonable attorneys’ fees, necessary to confirm the award in
court shall be borne entirely by the non-prevailing party (to be desighated by the arbitration panel in the award)
and may not be allocated between the parties by the arbitration panel.

We estimate that our fees for the audit services described above will be $53,000 and our fees for the review
services described above will be $12,000, for a total estimated engagement fee of $65,000. The fee estimates
and completion of our work is based on anticipated cooperation from Company personnel; timely responses to
our inquiries; timely communication of all significant accounting and financial matters; and the assumption that
unexpected circumstances will not be encountered during the engagement. If significant additional time is
necessary, we will keep Company management informed of any problems we encounter and our fees will be
adjusted accordingly. We will require a retainer of $20,000 prior to commencement of fieldwork. Thereafter, our
invoices for these fees will be rendered as work progresses and are payable on presentation.

Regarding electronic filings, management agrees that, before filing any document in electronic format with the
SEC with which we are associated, we will be advised of the proposed filing on a timely basis. We will provide the
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Company a signed copy of our report and consent. These manually signed documents will serve to authorize the
use of our name prior to the Company’s electronic transmission. Management will provide us with a complete
copy of the accepted document.

The Company may wish to include or incorporate by reference our audit report on these financial statements in
other documents, such as a registration statement proposed to be filed under the Securities Act of 1933 or in
some other securities offering. If so, you agree not {o include our audit report or make reference to our Firm
without our prior permission or consent. Any agreement to perform work in connection with an offering, including
an agreement to provide permission or consent, will be a separate engagement.

Any additional services that may be requested and we agree to provide, will be the subject of separate
arrangements.

The audit documentation for this engagement is the property of our firm and constitutes confidential information.
However, we may be requested to make certain audit dosumentation available to the PCAOB, SEC, or other
regulators pursuant to the authority given to them by law or regulation. If requested, access to such audit
documentation will be provided under the supervision of firm personnel. Further, upon request, we may provide
copies of selected audit documentation to the regulator. The regulator may intend, or decide, to distribute the
copies or information contained therein to others, including other government agencies. We agree to
communicate with you on a timely basis any requests by the PCAOB for access to audit documentation as part of
its inspection process and when it desires direct contact with members of the audit committee.

We appreciate the opportunity to be of service and believe this letter accurately summarizes the significant terms

of our engagement. If you have any questions, please let us know. If you agree with the terms of our engagement
as described in this letter, please sign the enclosed copy and return it to us.

D patte ;ﬂwé»ﬂ A.

D'Arelli Pruzansky, P.A.

RESPONSE:
This letter correctly sets forth the understanding of Imaging Diagnostic Systems, Inc.
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D’Arelli Pruzansky, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

June 30, 2014

Board of Directors

Imaging Diagnostlc Systems, Inc.
1291-B' NW 65" Place

Fort Lauderdale, FL 33300-1942

To the Board of Directors:

i
We are pleased to confirm our understanding of the services we are to provide for Imaging Diagnostic Systems, i
Inc. {"the Company”} for the year ended June 30, 2014. l
' i

i

We will audit the balance sheet of the Company as of June 30, 2014, and the related statements of operations, .

stockholders’ equity, and cash flows for the year then ended. Based on our audit, we will issue a written repart on :
the Company’s financial stalements, all of which are fo be included in the annuat reports (Form 10-Ks) proposed i
to be filed by the Company under the Securities Exchange Act of 1934, )

Audit Objective

The objective of an audit of the financial statements is the exprassion of an opinion on the financial statements.
Accordingly, the objective of our audit is the expression of an opinion about whether the Company's financial
statements are fairly presented, in all material respects, in confermity with accounting principles generally

1

i

accepted in the Uniled States. ’
i

We are responsible for conducting our audit of the financial statements in accordance with the standards
established by the Public Company Accounting Oversight Board (PCAOB). Those standards require that we plan

and perform the audit to oblain reasonable assurance about whether the financial statements are free of material
misstaternent, whether caused by error or fraud. Because our audit is designed to provide reasonable but not

absolute, assurance and because we will not perform a detailed examination of all transactions, there is some risk |
that malerial misstatements of the financial statemenis may exist and not be delected by us. Although not ]
absolute assurance, reasonable assurance is a high level of assurance. Also, a financial statement audit is not i
designed to detect emor or fraud thal is immaterial to the financial stalements or violations of laws or !
governmental reguiations that do not have a direct and material effect on the financial statements.

if circumstances arise in which it is necessary for us to modify the opinion in our report or o include an
explanatory paragraph in our report, we will communicate the reasens for the modification or explanatory :
language and the revised wording of the report to maragement and the audit committee. if for any reasen we are i
unable to complete our audit or are unable te form, or have not formed, an opinion, we retain the right to take any :
course of action permitted by professional standards or regulatory requirements, including dedlining to express an i
opinion or issue a report, or withdrawing from the engagement. In that circumstance, we will notify the audit

committee and management.

Audit Procedures

Our audit of the financial statements will incdlude tests of documentary evidence supporting the transactions
recorded in the accounts, including tests of the physical existence of inventorias and direct canfirmation of certain
assets and liabilifies by correspondence with selected customers, creditors, and financial institutions. The audit
will include examining, oh a fest basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas fo be tested. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the finaneial statements. In connection with our audit of the financial statements, we will obtain an
understanding of internal control sufficient to plan the audit and to determine the nature, timing, and extent of

7280 W. Palmetto Park Road, Suite 308-N » Boca Raton, Florida 33433 » Phone: 561.756.9250 » Fax: 561.826.89386
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audit procedures to be performed; however, an audit of the financial statements is not designed to provide
assurance on internal control or to identify Internal control deficlencias.

Our audit of the financial statements will also include reading the other information In the Company’s annual
report and considering whether other information in the annual report (including the manner of its presentation) is
materially inconsistent with information in the financial statements. However, our audit will not include procedures
to corroborate such other information. We are also required to read any document, including the annual report to
shareholders and filings with the SEC, that contains or Incorporates by reference our audit or interim review
reports, or contains any reference to us.

At the conclusion of our audit, you agree fo provide us with a letter that confirms certain representations made by
management durlng the audit about the Company’s financial statements and related matters.

Review of Unaudited Quarterly Financlal Information

In canjunction with the annual audit, we will also perform reviews of the Company's unaudited quarterly financial
information for the quarters and year-to-date periods ending September 30, 2014, December 31, 2014, and
Mareh 31, 2015, which are to be inciuded in the quarterly reports (Form 10-Q) proposed to be filed by the
Company under the Securities Exchange Act of 1934. For these quarters, we will perform reviews of that
information before the Form 10-Q is filed. These reviews will be conducted in accordance with the standards of
the PCAOB. The objective of a review of interim financial information is to provide a basis for communicating
whether we are aware of any material modifications that should be made to the interim financial information for i
to conform with U.S. generally accepted accounting principles. A raview Is substantially less in scope that an audit
conducted in accordance with PCAOB standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we will not express an opinion on the Company's interim
financial information.

A review of Interim financial information consists principally of performing analytical procedures applied to
financial data and making inquiries of persons responsible for financial and accounting matters, It includes
ebtaining sufficient knowledge of ihe Company’s business and its internal control as it relates to the preparation of
both annual and interim financial information {1} to identify the types of potential material misstatements in the
interim financial information and consider the likelihood of their potential occurrence, and (2) to select the inquiries
and analytical procedures that will provide a basis for communicating whether we are aware of any material
madifications that should be made to the interim financial information for it to conform with U.S. generally

accepted accounting principles.

A review does not contemplate tests of accounting records or intarnal controls, tests of responses to Inquiries by
obtaining corroborating evidence, or performing certain other procedures ordinarily performed in an audit. Thus, a
review does not provide assurance that we will become aware of all significant matters that would be identified in
an audit and cannot be relied on fo detect errors, fraud, or lllegal acts, Furthermore, given the limited nature of
review procedures, we may not become aware of all matters that might affect judgments about qualitative aspects
of the Company’s accounting policies and procedures. Also, a review is not designed to provide assurance on
internal control or to identify material weaknesses or significant deficiencies in internal control.

As agreed, we will not issue a written report on our review of the Company’s interim financial information.
However, if the Company refers to the interim financial information that we have reviewed when such information
is included in documents issued to shareholders or third parties, including the SEC, we are required by
professional standards to issue a written report on our review, which must accompany the interim financial

information in the document.

if, for any reason, we are unable to complete our reviews or are unable to obtain or have not obtained limited
assurance on the interim financial information, we will communicate the circumstances to the audit commitiee and
management. At the conclusion of our reviews, you agree to provide us with a letter that confirms certain
representations made by management about the Company’s financial statements and related matters.

Auditor Responsibility to Communicate with the Audit Committee and Management

We will communicate to the audit committee and management of the Company, as appropriate, any errors, fraud,
or other illegal acts {unless clearly inconsequential) that come to our attention during our audit. In the case of
illegal acts that, in our judgment, would have a material effect on the financial statements, we are also requited to
follow procedures set forth in the Private Securities Litigation Reform Act of 1995, which, under ceriain

Ll Lot bt o




3

circumstances, requires us o communicate our conclusions to the SEC. While the objective of our audit of the
financial statements is not to report on the Company’s internal control and we are not obligated to search for
material weaknesses or significant deficiericies as part of our audit of the financial statements, we will
communicate in writing to the audit committee and management all material weaknesses and significant
deficiencies relating to internal control over financial reporting identified while performing our audit. We will also
communicate in writing to management all deficlencies in internal control over financial reporting that ara of a
lesser magnitude than significant deficiencies not previously communicated in writing by us or by others, including
the Company’s internal auditors. We will also Inform the audit committee when we have communicated to
management all intemal control deficiencies. If we conclude that the audit committes’s oversight of the
Company's external financial reporting and internal control over financial reporting is ineffective, we will
communicate that conclusion in writing to the Company’s board of directors.

We are also responsible for communicating with the audit committee about certain other matters related to our
audit, including (1) our audit responsibility under PCAOB standards; (2) information relating to our independence
with respect te the Company; (3) an overview of our overall audit strategy, timing of the audit, and significant risks
identified during our risk assessment procedures; (4} management's initial selection of, or changes in, significant
accounting policies or the application of such policies, and the effect on the Company’s financial statements or
disclosures of significant accounting policies in controversial areas or areas for which thers is a lack of
authoritative guidance or consensus or diversity in practice; {8) the Company's critical accounting policies and
practices, including the reasons certain policles and practices are considered critical and how current and
anticipated future events might affect the determination of whethsr certain policies and practices are considered
critical; (6) a description of the process management used to develop critical accounting estimates,
management’s significant assumptions used In critical accounting estimates that have a high degree of
subjectivity, and any significant changes management made to the process used to develop critical accounting
estimates or management’s significant assumptions, including a description of management's reasons for the
changes and the effects of the changes on the financial statements; (7} significant transactions ouiside of the
normal course of the Company's business or that otherwise appear to be unusual due to their naturs, timing, or
size, along with the policies and practices used to account for significant unusual transactions, and our
understanding of the business rationale for significant unusual transactions; {8} our evaluation of the quality of the
Company's financial reporting; (9) corrected misstatements arising from our audit and the Implications that such
corrected misstatements might have on the Company's financial reporting process; (10} uncorrected
misstatements aggregated during the current engagement and pertaining to the latest period presented that were
determined by management to be immaterial, both individually and in the aggregate; {11) if applicable, our
evaluation of the Company's ability to continue as a going concern; {12) difficult or contentious issues about which
we consuited with others and that we believe are relevant to the audit commitlee’s oversight of the financial
reporting process; (13) disagreements with management about matters, whether or not satisfactorily resolved,
that could be significant to the Company’s financial statements or our report; (14) any concems we may have
refated to significant auditing or accounting matters about which management has consuited with other
accountants; (15) any issues discussed with management prior to our refention, including significant discussions
regarding the application of accounting principles and auditing standards; (16) any significant difficulties
encountered in performing the audit; and (17) other matters required to be communicated by PCAOB standards
or that are significant to the oversight of the Company’s financial reporting process.

Furthermore, we are responsible for providing a copy of the management representation letter to the audit
committee if management has not done so, and for communicating to the audit committee other material written

communications between the auditor and management.

In connection with our reviews of the Company’s unaudited quarterly financial information, we will communicats to
the audit committee and management any matters that come to our attention that we believe may require materia
modifications to the financial information to make it conform with accounting principlés generally accepted in the
United States. Further, we will communicate any significant deficiencies or material weaknesses that come to our

attention,

Management Responsibilities

Management is responsible for the fair presentation of the Company’s financial statements (including disclosures)
in accordance with accounting principles generally accepted in the United States, for the selection and application
of accounting principles, for making all financial records and relevant information available to us on a timely basis,
and for the accuracy and completeness of that information. Management also agrees that we will have
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unrestricted access to persons within the Company from whom we determine it necessary {o obtain audit
evidence and the full cooperation of Company personnel.

Management is also responsible for adjusting the financial statements to correct material missiatements relating
to accounts or disclosures and affirming to us in the management representation letter that the effects of any
uncorrected misstatements aggregated by us during the current engagement and pertaining fo the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In
addition, management Is responsible for the design and implementation of programs and contrels to prevent and
detect fraud and for identifying and ensuring that the Company complies with applicable laws and regulations, and
for informing us of any known material viclations of such laws and regulations that would have an effect that is
material to financial statement amounts or disclosures.

Management is also responsible for establishing and maintaining effective internal control over financial reporting,
including menitoring activities; notifying us of all deficiencles in the design or operation of internal confrof over
financial reporting of which It has knowledge; and describing fo us any fraud resulting in a material misstatement
of the financial staiements and any other fraud involving senior management or employees who have a significant
role in the Company’s intemal control.

Managemsnt Is responsible for the Company’s interim financial information and for establishing and maintaining
effective internal confrol over financial reporting. It is alse responsible for identifying and ensuring that the
Company complies with the laws and regulations applicable to its activities; making ali financial records and
related information available o us; adjusting the interim financial information to correct material misstatements;
and affiring that the effects of any uncorrected misstatements pertaining to the periods under review are
immaterial, both individually and in the aggregate, to the interim financial information taken as a whole.

Engagement Administration, Fees, and Other
Mitchell Pruzansky is the engagement partner and is responsible for supervising the engagement and signing the
report or authorizing another individual to sign it.

If any dispute, controversy or claim arises in connection with the performance or breach of this agreement and -

cannot be resolved by facilitated negotiations (or the parties agree to waive that process) then such dispute,
controversy or claim shall be settied by arbitration in accordance with the faws of the State of Florida and the then
current Arbitration Rules for Professional Accounting and Related Disputes of the American Arbitration
Association, except that no pre-hearing discovery shall be permitted unless specifically authorized by the
arbitration panel, and shall take place in Paim Beach County, unless the parties agree to a different locale.

Such arbitration shall be conducted before a panel of three persons, one chosen by each party and the third
selected by the two party-selected arbitrators. The arbitration panel shall have no authority to award non-
monetary or equitable relief, and any monetary award shall not inciude punitive damages. The confidentiality
provisions applicable to facilitated negotiation shall also apply to arbitration.

The award issued by the arbitration panel may be confirmed in a judgment by any federal or state couwrt of
competent jurisdiction. All reasonabte costs of both parties, as determined by the arbitrators, including but not
fimited to (1) the costs, including reasonable attorneys' fees, of the arbifration; (2) the fees and expenses of the
AAA and the arbifrators and (3) the costs, including reasonable attorneys’ fees, necessary to confirm the award in
court shall be borne entirely by the non-prevailing party (o be designated by the arbitration panel in the award)
and may not be allocated between the parties by the arbitration panel.

We estimate that our fee for the audit services described above will be $38,000 and our fees for the review
services described above will be $12,000 ($4,000 per quarterly review), for a total estimated engagement fes of
$50,000. The fee estimates and completion of our work is based on anticipated cooperation from Company
personnel; timely responses fo our inquiries; timely communication of all significant accounting and financial
matters: and the assumption that unexpected circumstances will not be encountered during the engagement. If
significant additional time is necessary, we will keep Company management informed of any problems we
encounter and our fees will be adjusted accordingly, We will require a retainer of $15,000 prior to commencement
of fieldwork. Thereafter, our invoices for these fees will be rendered as work progresses and are payable on

presentation.
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Regarding electronic filings, management agrees that, before filing any document in electronic format with the
SEC with which we are associated, we will be advised of the proposed filing on a timely basis. We will provide the
Company a signed copy of our report and consent. These manually signed documents will serve to authorize the
use of our name prior o the Company’s electronic transmission. Management will provide us with a complete
copy of the accepted document.

The Company may wish to include or incorporate by reference our audit report on these financial statements in
other documents, such as a regisiration statement proposed to be filed under the Securities Act of 1933 or in
some other securities offering. If so, you agree not to include our audit report or make refersnce o our Firm
without our prior permission or consent. Any agreement to perform work in connection with an offering, including
an agreament to provide permission or consent, will be a separate engagement.

Any additional services that may be requested and we agree to provide, will be the subject of separate
arrangements,

The audit documentation for this engagement is the property of our firm and constltutes confidential information.
However, we may be requested to make certain audit documentation available to the PCAOB, SEC, or other
regulators pursuant to the authority given to them by law or regulation. If requested, access to such audit
documentation will be provided under the supervision of firm personnel. Further, upon request, we may provide
copies of selected audit documentation to the regulator. The regulator may intend, or decide, to distribute the
copies or information contained therein to others, including other government agencies. We agree fo
communicate with you on a timely basis any requests by the PCAOB for access to audit documentation as part of
its inspection process and when it desires direct contact with members of the audit committes.

We appreciate the opportunity to be of service and believe this letter accurately summarizes the significant terms

of our engagement. If you have any questions, please let us know. If you agree with the terms of our engagement
as described in this letter, please sign the enclosed copy and return it to us.

Very truly yours,

DYt v ﬁpﬂ

D'Arelli Pruzansky, P.A.

RESPONSE:
This letter correctly sets forth the understanding of Imaging Diagnostic Systems, Inc.

Zik

For the Board o}()ﬁ
7 /f / 2o/
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W el e p———




' SECURITIES PURCHASE AGREEMENT

This Securities Purchase Agreement (this “Agreement”) is dated as of June 27, 2014,
between Imaging Diagnostic Systems, Inc., a Florida corporation (the “Company”); Viable
International Investments, LLC, a Florida limited liability company, and assigns (“Purchaser”);
and Alan Schwartz, a Florida resident (“Schwartz”), Richard Grable, a Florida resident (“R.
Grable™), and Linda Grable, a Florida resident (“L. Grable,” together with R. Grable and
Schwartz, are herein referred to collectively as “Company Representatives™ and singularly as
“Company Representative™).

WHEREAS, subject to the terms and conditions set forth in this Agreement and pursuant
to Section 4(2) of the Securities Act of 1933, as amended (the “Securities Act”), and Rule 506
promulgated thereunder, the Company desires to issue and sell to Purchaser, and Purchaser
desires to purchase from the Company, securities of the Company as more fully described in this
Agreement. :

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants contained in this
Agreement, and for other good and valuable consideration the receipt and adequacy of which are
hereby acknowledged, the Company and Purchaser agree as follows:

ARTICLE L
DEFINITIONS

1.1  Definitions. In addition to the terms defined elsewhere in this Agreement: (a)
capitalized terms that are not otherwise defined herein have the meanings given to such terms in
the Certificate of Designation (as defined herein), and (b) the following terms have the meanings
set forth in this Section 1.1:

“Acquiring Person” shall have the meaning ascribed to such term in Section 4.7.

“Action” shall have the meaning ascribed to such term in Section 3.1(3).

“Affiliate” means any Person that, directly or indirectly through one or more
intermediaries, controls or is controlled by or is under common confrol with a Person, as
such terms are used in and construed under Rule 405 under the Securities Act.

“Board of Directors” means the board of directors of the Company.

“Business Day” means any day except any Saturday, any Sunday, any day which
is a federal legal holiday in the United States or any day on which banking institutions in
the State of Florida are authorized or required by law or other governmental action to
close.

“Certificate of Designation” means the Certificate of Designation to be filed prior
to the Closing by the Company with the Secretary of State of Florida, in the form of
Exhibit A attached hereto.

EXHIBIT
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“Closing(s)” means one or more closing(s) of the purchase and sale of the
Securities pursuant to Section 2.1. '

“Closing Date” means the Trading Day of each Closing as identified in Section
2.1 below on which all of the Transaction Documents have been executed and delivered
by the applicable parties thereto, and all conditions precedent to (i) the Purchaser’s
obligations to pay the Subscription Amount and (ii) the Company’s obligations to deliver
the Securities, in each case, have been satisfied or waived.

“Closing _Statement” means the Closing Statement in the form on Annex A
attached hereto.

“Commission” means the United States Securities and Exchange Commission.

“Common Stock™ means the common stock of the Company, no par value per
share, and any other class of securities into which such securities may hereafter be
reclassified or changed.

“Common_Stock Equivalents” means any securities of the Company or the
Subsidiaries which would entitle the holder thereof to acquire at any time Common
Stock, including, without limitation, any debt, preferred stock, right, option, warrant or
other instrument that is at any time convertible into or exercisable or exchangeable for, or
otherwise entitles the holder thereof to receive, Common Stock. '

“Company Counsel” means Carlton Fields Jorden Burt P.A., with its office
located at 4200 International Place, 100 SE 2nd Street, Miami, FL 33131.

“Conversion Price” shall have the meaning ascribed to such term in the
Certificate of Designation.

“Conversion Shares” shall have the meaning ascribed to such term in thé
Certificate of Designation. ‘

“Disclosure Schedules™ shall have the meaning ascribed to such term in Section

3.L

“Evaluation Date” shall have the meaning ascribed to such term in Section 3.1(r).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereunder.

“Exempt Issuance” means the issuance of securities upon the exercise or
exchange of or conversion of any Securities issued hereunder and/or other securities
exercisable or exchangeable for or convertible into shares of Common Stock issued and
outstanding on the date of this Agreement, provided that such securities have not been
amended since the date of this Agreement to increase the number of such securities or to
decrease the exercise price, exchange price or conversion price of such securities.
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“FCPA” means the Foreign Corrupt Practices Act of 1977, as amended.

“FDA” shall have the meaning ascribed to such term in Section 3.1(kk).
“FDCA” shall have the meaning ascribed to such term in Section 3.1(kk).
“GAAP” shall have the meaning ascribed to such term in Section 3.1(h).
“Indebtedness™ shall have the meaning ascribed to such term in Section 3.1(aa).

“Intellectual Property Rights” shall have the meaning ascribed to such term in
Section 3.1(0).

“Legend Removal Date” shall have the meaning ascribed to such term in Section
4.1(c).

“Liens” means a lien, charge, pledge, security interest, encumbrance, right of first
refusal, option, preemptive right or other restriction.

“Material Adverse Effect” shall have the meaning assigned to such term in
Section 3.1(b).

“Material Permits” shall have the meaning ascribed to such term in Section
3.1(m).

“Maximum Rate” shall have the meaning ascribed to such term n Section 5.17.

“Medical Device” shall have the meaning ascribed to such term in Section

3.1(kK).

“Person” means an individual or corporation, partnership, trust, incorporated or
unincorporated association, joint venture, limited liability company, joint stock company,
government (or an agency or subdivision thereof) or other entity of any kind.

“Preferred Stock™ means the 600 shares of the Company’s Series M Convertible
Preferred Stock, no par value per share, issued hereunder baving the rights, preferences
and privileges set forth in the Certificate of Designation, in the form of Exhibit A hereto.
The Preferred Stock are validly issued and are fully paid, non-assessable and free of
preemptive and similar rights to subscribe for or purchase securities and shall, at all times
that any share of Preferred Stock is outstanding, represent (a) Ninety Percent (90%) of all
issued and authorized voting capital stock of the Company, and (b) Ninety Percent (90%)
of all issued and authorized capital stock of the Company, based on the Company’s
capital stock outstanding as of the First Closing Date. Notwithstanding any provision of
this Agreement to the contrary, in the event that, after the First Closing Date, any shares
of Common Stock are issued based on exercise or conversion of an option, warrant,
convertible note, convertible preferred stock or other derivative security issued and
outstanding as of the First Closing Date, then immediately upon such issuance the

3
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Company shall issue to Purchaser or its assigns nine shares of Common Stock for each
share of Common Stock issued based on such exercise or conversion in order to prevent
dilution of Purchaser’s 90% equity interest in the Company.

“Proceeding” means an action, claim, suit, investigation or proceeding (including,
without limitation, an informal investigation or partial proceeding, such as a deposition),
whether commenced or threatened.

“Public Information Failure Payments” shall have the meaning ascribed to such
term in Section 4.3(b).

“Purchaser Party” shall have the meaning ascribed to such term in Section 4.10.

“Required Approvals™ shall have the meaning ascribed to such term in Section
3.1(e). :

“Required Minimum” means, as of any date, the maximum aggregate number of
shares of Common Stock then issued or potentially issuable in the future pursuant to the
Transaction Documents, including any Underlying Shares issuable upon conversion in
full of all shares of Preferred Stock, ignoring any conversion or exercise limits set forth
therein, and assuming that any previously unconverted shares of Preferred Stock are held
until the five year anniversary of the applicable Closing Date and all dividends are paid in
shares of Common Stock until such five year anniversary.

“Rule 144" means Rule 144 promulgated by the Commission pursuant to the
Securities Act, as such Rule may be amended or interpreted from time to time, or any
similar rule or regulation hereafter adopted by the Commission having substantially the
same purpose and effect as such Rule.

“SEC Reports” shall have the meaning ascribed to such term in Section 3.1(h).
“Securities” means the Preferred Stock and the Underlying Shares.

“Securities Act” means the Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder.

“Short Sales” means all “short sales” as defined in Rule 200 of Regulation SHO
under the Exchange Act (but shall not be deemed to include the location and/or
reservation of borrowable shares of Common Stock).

“Stated Value” means, with respect to the aggregate 600 shares of Preferred Stock
that may be purchased by Purchaser in this Agreement, $10,000 per share of Preferred
Stock.

“Subscription Amount” shall mean the aggregate amount to be paid for the
Preferred Stock purchased at each Closing hereunder, in United States dollars and in
immediately available funds.




“Subsidiary” means any subsidiary of the Company as set forth on Schedule
3.1(a) and shall, where applicable, also include any direct or indirect subsidiary of the
Company formed or acquired after the date hereof.

“Trading Day” means a day on which the principal Trading Market is open for
trading.

“Trading Market” means any of the following markets or exchanges on which the
Common Stock is listed or quoted for trading on the date in question: the NYSE MKT,
the Nasdaq Capital Market, the Nasdaq Global Market, the Nasdaq Global Select Market,
the New York Stock Exchange or the OTC Bulletin Board (or any successors to any of
the foregoing). :

“Transaction Documents” means this Agreement, the Certificate of Designation,
the Lock-Up Agreements, all exhibits and schedules thereto and hereto and any other
documents or agreements executed in connection with the transactions contemplated
hereunder.

“Transfer Agent” means Jersey Stock Transfer LLC, the current transfer agent of
the Company, with a mailing address of 201 Bloomfield Avenue, Verona, New Jersey
07044 and a facsimile number of 973-215-2740, and any successor transfer agent of the
Company.

“Underlying Shares” means the shares of Common Stock issued and issuable
. upon conversion of the Preferred Stock in accordance with the terms of the Certificate of
Designation.

ARTICLE IL
PURCHASE AND SALE

2.1  Closings; Deposit. A non-refundable deposit in the amount of $100,000
(“Deposit™) will be paid by Purchaser to the Company immediately upon the execution of this
Agreement, in accordance with the terms hereof. If the First Closing occurs, the Deposit shall be
applied to the Purchase Price on the First Closing Date. The aggregate number of shares of the
Preferred Stock that shall be purchased by Purchaser hereunder is 600, in accordance with the
terms and conditions set forth herein. Delivery of the shares of the Preferred Stock to be
purchased by the Purchaser hereunder shall be made, free and clear of all Liens, in the form of
one or more stock certificates, registered in the name of Purchaser or such affiliates of Purchaser
as Purchaser may specify, and in each case dated as of each applicable closing date, and any such
closing date being referred to herein as a “Closing Date.” The Company and Company
Representatives represent and warrant to Purchaser that the contemplated purchase and
acquisition of the Securities herein shall not violate any laws or regulations governing “anti-
takeovers” or “control acquisitions” including, without limitation, the Florida Statute relating to
“control-share acquisitions™, specifically Florida Statutes Section 607.0902. Prior to the First
Closing, and each subsequent Closing thereafter, the Company and Company Representatives
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shall have obtained the necessary and required approval and consent from the Board of
Directors, as required by Florida Statutes Section 607.0902(2)(d)7 (the “Control Acquisition
Board Consent™). '

)} Subject to the representations and warranties made by the Company and the
Company Representatives herein continuing to be accurate, true and correct in all material
respects, on July 31, 2014 (the “First Closing Date”), upon the terms and subject to the
conditions set forth herein, the Company agrees to sell to the Purchaser (or its Affiliate or
assign), and the Purchaser (or its Affiliate or assign) shall purchase, an aggregate of 250 shares
of Preferred Stock (the “First Closing Purchased Preferred Stock™), free and clear of any Liens
(the “First Closing™). The Company and Company Representatives represent, warrant and agree
that the First Closing Purchased Preferred Stock shall at all times represent (i) 78.9% of all
issued and authorized voting capital stock of the Company and shall permit Purchaser to retain
voting control of the Company, and (ii) upon conversion, 78.9% of all issued and authorized
capital stock of the Company, based on the Company’s capital stock outstanding as of the First
Closing Date. The purchase price to be paid by Purchaser in exchange for the First Closing
Purchased Preferred Stock shall be $2,500,000 USD (the “First Closing Purchase Price”).
Following the First Closing, and subject to the terms and conditions set forth herein, Purchaser
shall purchase an additional 350 shares of Preferred Stock in exchange for the purchase price of
$3,500,000 USD, in two separate tranches, as set forth below. .

(b) Subject to the representations and warranties made by the Company and the
Company Representatives herein continuing to be accurate, true and correct in all material
respects as of the First Closing Date, on July 31, 2015 (the “Second Closing Date”), upon the
terms and subject to the conditions set forth herein, the Company agrees to sell to the Purchaser
(or its Affiliate or assign), and the Purchaser (or its Affiliate or assign) shall purchase, an
aggregate of 200 shares of Preferred Stock (the “Second Closing Purchased Preferred Stock™),
free and clear of any Liens (the “Second Closing™). The purchase price to be paid by Purchaser
in exchange for the Second Closing Purchased Preferred Stock shall be $2,000,000 USD (the
“Second Closing Purchase Price™). :

© Subject to the representations and warranties made by the Company and the
Company Representatives herein continuing to be accurate, true and correct in all material
respects as of the First Closing Date, on a date within 14 days after the Company receives FDA
Pre-Market Approval (“PMA”) for its CTLM® system and the Company provides written notice
to the Purchaser thereof (the “Third Closing Date™), upon the terms and subject to the conditions
set forth herein, the Company agrees to sell to the Purchaser (or its Affiliate or assign), and the
Purchaser (or its Affiliate or assign) shall purchase, an aggregate of 150 shares of Preferred
Stock (the “Third Closing Purchased Preferred Stock™), free and clear of any Liens (the “Third
Closing”, together with the First Closing and the Second Closing, are herein referred to
collectively as the “Closings™). The purchase price to be paid by Purchaser in exchange for the
Third Closing Purchased Preferred Stock shall be $1,500,000 USD (the “Third Closing Purchase
Price”).

Notwithstanding anything in this Agreement to the contrary, the Purchaser shall have no
obligation to consummate the Second Closing or the Third Closing if, as of the time scheduled
for each such Closing, the Company has sufficient available cash to service its debts and pay its
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operating expenses in the ordinary course of business, as determined by the Company’s Board of
Directors in its good faith business judgment.

The Company and Company Representatives represent, warrant and agree that the 600 shares of
Preferred Stock shall at all times represent (i) 90% of all issued and authorized voting capital
stock of the Company, and (ii) upon conversion, 90% of all issued and authorized capital stock
of the Company, based on the Company’s capital stock outstanding as of the First Closing Date.
Notwithstanding any provision of this Agreement to the contrary, in the event that, after the First
Closing Date, any shares of Common Stock are issued based on exercise or conversion of an
option, warrant, convertible note, convertible preferred stock or other derivative security issued
and outstanding as of the First Closing Date, then immediately upon such issuance the Company
shall issue to Purchaser or its assigns nine shares of Common Stock for each share of Common
Stock issued based on such exercise or conversion in order to prevent dilution of Purchaser’s
90% equity interest in the Company.

Purchaser shall deliver to the Company, via wire transfer, immediately available funds equal to
its Subscription Amount and the Company shall deliver to Purchaser the shares of Preferred
Stock as determined pursuant to Section 2.2(a), Section 2.2(b), or Section 2.2(c), as the case
may be, and the Company and Purchaser shall deliver the other items set forth in Section 2.2
deliverable at the Closing. Upon satisfaction of the covenants and conditions set forth in
Sections 2.2 and 2.3, the Closing shall occur at the offices of Foley & Lardner LLP, 111 North
Orange Avenue, Suite 1800, Orlando, Florida 32801, or such other location as the parties shall
mutually agree.

2.2 Deliveries.

(@  The Company shall deliver or cause to be delivered to Purchaser the
following:

(i) on the date hereof, this Agreement duly executed by the Company;

(ii) on or prior to the First Closing Date, a legal opinion of Company
Counsel, substantially in the form of Exhibit B attached hereto;

(iii) on each applicable Closing Date, a certificate evidencing the number
of shares of Preferred Stock required to be delivered by the Company at such
Closing, registered in the name of Purchaser and evidence of the filing and
acceptance of the Certificate of Designation from the Secretary of State of
Florida;

(iv) on or prior to the First Closing Date, the Control Acquisition Board
Consent in form and substance reasonably satisfactory to Purchaser; and

(v) on or prior to the First Closing Date, the appointment of Purchaser’s
designees to the Board of Directors pursuant to Section 4.19.

(b) Purchaser shall deliver or cause to be delivered to the Company the
following:
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(i) on the date hereof, this Agreement duly executed by Purchaser; and

(ii) on the applicable Closing Date, Purchaser’s Subscription Amount by
wire transfer to the account specified in writing by the Company.

2.3 Closing Conditions.

(@)  The obligations of the Company hereunder in connection with the
Closing(s) are subject to the following conditions being met:

@ the accuracy in all material respects when made and on the
applicable Closing Date of the representations and warranties of the Purchaser
contained herein (unless as of a specific date therein in which case they shall be
accurate as of such date);

(ii)  all material obligations, covenants and agreements of Purchaser
required to be performed at or prior to the applicable Closing Date shall have been
performed; and

(iii)  the delivery by Purchaser of the items set forth in Section 2.2(b) of
this Agreement.

(b)  The obligations of the Purchaser hereunder in connection with the
Closing(s) are subject to the following conditions being met: :

@) the accuracy in all material respects when made and as of the First
Closing Date of the representations and warranties of the Company and the
Company Representatives contained herein (unless as of a specific date therein);

(ii) all. obligations, covenants and agreements of the Company and the
Company Representatives required to be performed at or prior to the applicable
Closing Date shall have been performed;

(iii)  the delivery by the Company and the Company Representatives of
the items set forth in Section 2.2(a) of this Agreement;

(iv)  the Board of Directors Appointment (as defined in Section 4.19
. below);

(v)  As of the First Closing Date, the Company’s Common Stock shall
not have been deregistered by the United States Securities and Exchange
Commission (“SEC™);

(vi)  As of the First Closing Date, the SEC shall have agreed not to
deregister the Company’s Common Stock and to provide the Company with a
reasonable time to file its delinquent reports before deregistration would occur;



(vii)  As of the First Closing Date, the Company’s auditors shall have
completed their audit of the Company’s financial statements for the year ended
June 30, 2013; and

(viii) there shall have been no material changes in the business of the
Company or any of its Subsidiaries or any Material Adverse Effect with respect to
the Company or any of its Subsidiaries from the date hereof to the First Closing
Date.

ARTICLE 1I.
REPRESENTATIONS AND WARRANTIES

3.1 Representations and Warranties of the Company and Company Representatives.

Except as set forth in the Disclosure Schedules, the Company and Company Representatives,
jointly and severally, hereby make the following representations and warranties as of the date
hereof and as of each Closing Date to Purchaser:
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(@)  Subsidiaries. All of the direct and indirect subsidiaries of the Company
are set forth on Schedule 3.1(a). The Company owns, directly or indirectly, all of the
capital stock or other equity interests of each Subsidiary free and clear of any Liens, and
all of the issued and outstanding shares of capital stock of each Subsidiary are validly
issued and are fully paid, non-assessable and free of preemptive and similar rights to
subscribe for or purchase securities. If the Company has no subsidiaries, all other
references to the Subsidiaries or any of them in the Transaction Documents shall be
disregarded.

(b)  Organization and Qualification. @The Company and each of the
Subsidiaries is an entity duly incorporated or otherwise organized, validly existing and in
good standing under the laws of the jurisdiction of its incorporation or organization, with
the requisite power and authority to own and use its properties and assets and to carry on
its business as currently conducted. Neither the Company nor any Subsidiary is in
violation nor default of any of the provisions of its respective certificate or articles of
incorporation, bylaws or other organizational or charter documents. Each of the
Company and the Subsidiaries is duly qualified to conduct business and is in good
standing as a foreign corporation or other entity in each jurisdiction in which the nature
of the business conducted or property owned by it makes such qualification necessary,
except where the failure to be so qualified or in good standing, as the case may be, could
not have or reasonably be expected to result in: (i) a material adverse effect on the
legality, validity or enforceability of any Transaction Document, (ii) a material adverse
effect on the results of operations, assets, business, prospects or condition (financial or
otherwise) of the Company and the Subsidiaries, taken as a whole, or (iii) a material
adverse effect on the Company’s ability to perform in any material respect on a timely
basis its obligations under any Transaction Document (any of (i), (ii) or (iii), a “Material
Adverse Effect”) and no Proceeding has been instituted in any such jurisdiction revoking,
limiting or curtailing or seeking to revoke, limit or curtail such power and authority or
qualification. '
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(¢)  Authorization; Enforcement. The Company has the requisite corporate
power and authority to enter into and to consummate the transactions contemplated by
‘this Agreement and each of the other Transaction Documents and otherwise to carry out
its obligations hereunder and thereunder. The execution and delivery of this Agreement
and each of the other Transaction Documents by the Company and the consummation by
it of the transactions contemplated hereby and thereby have been duly authorized by all
necessary action on the part of the Company and no further action is required by the
Company, the Board of Directors or the Company’s stockholders in connection herewith
or therewith other than in connection with the Required Approvals. This Agreement and
each other Transaction Document to which it is a party has been (or upon delivery will
have been) duly executed by the Company and, when delivered in accordance with the
terms hereof and thereof, will constitute the valid and binding obligation of the Company
enforceable against the Company in accordance with its terms, except: (i) as limited by
general equitable principles and applicable baokruptcy, insolvency, reorganization,
moratorium and other laws of general application affecting enforcement of creditors’
rights generally, (ii) as limited by laws relating to the availability of specific
performance, injunctive relief or other equitable remedies and (iii) insofar as
indemnification and contribution provisions may be limited by applicable law.

- (d) No Conflicts. The execution, delivery and performance by the Company
of this Agreement and the other Transaction Documents to which it is a party, the
issuance and sale of the Securities and the consummation by it of the transactions
contemplated bereby and thereby do not and will not: (i) conflict with or violate any
provision of the Company’s or any Subsidiary’s certificate or articles of incorporation,
bylaws or other organizational or charter documents, (ii) conflict with, or constitute a
default (or an event that with notice or lapse of time or both would become a default)
under, result in the creation of any Lien upon any of the properties or assets of the
Company or any Subsidiary, or give to others any rights of termination, amendment,
acceleration or cancellation (with or without notice, lapse of time or both) of, any
agreement, credit facility, debt or other instrument (evidencing a Company or Subsidiary
debt or otherwise) or other understanding to which the Company or any Subsidiary is a
party or by which any property or asset of the Company or any Subsidiary is bound or
affected, or (iii) subject to the Required Approvals, conflict with or result in a violation of
any law, rule, regulation, order, judgment, injunction, decree or other restriction of any
court or governmental authority to which the Company or a Subsidiary is subject
(including federal and state securities laws and regulations), or by which any property or
asset of the Company or a Subsidiary is bound or affected; except in the case of each of
clauses (i) and (iii), such as could not bave or reasonably be expected to result in a
Material Adverse Effect.

e) Filings, Consents and Approvals. The Company is not required to obtain
any consent, waiver, authorization or order of, give any notice to, or make any filing or
registration with, any court or other federal, state, local or other governmental authority
or other Person in connection with the execution, delivery and performance by the
Company of the Transaction Documents, other than: (i) the filings required pursuant to
Section 4.6 of this Agreement, (ii) the filing with the Commission pursuant to the
Registration Rights Agreement, (iii) the notice and/or application(s) to each applicable
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Trading Market for the issuance and sale of the Securities and the listing of the
Conversion Shares for trading thereon in the time and manner required thereby, and (iv)
the filing of Form D with the Commission and such filings as are required to be made
under applicable state securities laws (collectively, the “Required Approvals™).

(f)  Issuance of the Securities. The Securities are duly authorized and, when
issued and paid for in accordance with the applicable Transaction Documents, will be
duly and validly issued, fully paid and nonassessable, free and clear of all Liens imposed
by the Company other than restrictions on transfer provided for in the Transaction
Documents. The Underlying Shares, when issued in accordance with the terms of the
Transaction Documents, will be validly issued, fully paid and nonassessable, free and
clear of all Liens imposed by the Company other than restrictions on transfer provided for
in the Transaction Documents.

The Company does not have sufficient shares of Common Stock available for issuance
upon conversion of the Preferred Stock. The Company and Company Representatives
represent that 9,818,848,208 shares of Common Stock are outstanding as of the date
hereof, which does not include shares reserved for conversion of the Company’s
outstanding Series L. Convertible Preferred Stock, the exercise of outstanding options and
shares reserved for conversion of promissory notes as set forth on the attached Schedule
3.1(g). The Company and Company Representatives represent and warrant that
Purchaser will not be able to convert its shares of Preferred Stock until a majority of the
Company’s shareholders approves an increase in the authorized shares of Common Stock
to provide .sufficient shares for such conversions.  The Company and Company
Representatives represent and warrant that upon Purchaser obtaining 78.9% of the issued
and outstanding shares of voting capital stock through the purchase at the First Closing of
the Preferred Stock which has immediate majority voting rights, an amendment to the
Company’s articles of incorporation to increase the authorized shares of Common Stock
can be accomplished by a majority shareholder written consent executed by Purchaser
followed by the filing of an Information Statement. The Company and Company
Representatives represent and warrant that no annual or special meeting of shareholders
will be required for the increase of the authorized shares of Common Stock. All of the 51
shares of Series Q Preferred Stock held by Linda Grable (the sole holder of all authorized
Series Q Preferred Stock) shall be irrevocably cancelled simultaneously with the First

Closing Date.

(g)  Capitalization. The authorized capital stock of Company consists of
20,000,000,000 shares of Common Stock and 2,000,000 shares of preferred stock. As of
the Closing Date, Company has 9,818,848,208 shares of Common Stock issued and
outstanding and 71 shares of preferred stock issued and outstanding (specifically, 20
shares of Series L; and 51 shares of Series Q). All of the outstanding shares of capital
stock of Company are validly issued, fully paid and nonassessable, have been issued in
compliance with all federal and state securities laws and none of such outstanding shares
were issued in violation of any preemptive rights or similar rights to subscribe for or
purchase securities. As of the Closing Date, no shares of Company’s capital stock are
subject to preemptive rights or any other similar rights or any liens, claims or
encumbrances suffered or permitted by Company. The Common Stock is currently
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quoted by the OTCBB under the trading symbol “IMDS”. The capitalization of the

Company is as set forth on Schedule 3.1(g), which Schedule 3.1(g) shall also include the

number of shares of Common Stock owned beneficially, and of record, by Affiliates of

the Company as of the date hereof. Except as set forth in Schedule 3.1(g), the Company

bas not issued any capital stock since its last filed periodic report under the Exchange Act

filed on May 15, 2013, for the quarter ended March 1, 2013. No Person has any right of
first refusal, preemptive right, right of participation, or any similar right to participate in

the transactions contemplated by the Transaction Documents. Except as set forth in

Schedule 3.1(g) or as a result of the purchase and sale of the Securities, there are no

outstanding options, warrants, scrip rights to subscribe to, calls or commitments of any

character whatsoever relating to, or securities, rights or obligations convertible into or

exercisable or exchangeable for, or giving any Person any right to subscribe for or

acquire any shares of Common Stock, or contracts, commitments, understandings or

arrangements by which the Company or any Subsidiary is or may become bound to issue

additional shares of Common Stock or Common Stock Equivalents. Except as set forth

in Schedule 3.1(g), the issuance and sale of the Securities will not obligate the Company
to issue shares of Common Stock or other securities to any Person (other than the
Purchaser) and will not result in a right of any holder of Company securities to adjust the
exercise, conversion, exchange or reset price under any of such securities. All of the
outstanding shares of capital stock of the Company are duly authorized, validly issued,

fully paid and nonassessable, have been issued in compliance with all federal and state
securities laws, and none of such outstanding shares was issued in violation of any
preemptive rights or similar rights to subscribé for or purchase securities. No further
approval or authorization of any stockholder, the Board of Directors or others is required
for the issuance and sale of the Securities. There are no stockholders agreements, voting
agreements or other similar agreements with respect to the Company’s capital stock to
which the Company is a party or, to the best knowledge of the Company and Company
Representatives, between or among any of the Company’s stockholders. Schedule A-1 is
a complete list of all officers, directors and 5% or more shareholders of the Company that
beneficially own any voting securities of the Company. Schedule A-2 is a complete list of
all holders of the Company’s warrants and options that have full ratchet anti-dilution or,
could otherwise have a reduction in exercise price less than the Conversion Price.

Except as set forth in Schedule 3.1(g) attached hereto and except for the securities to be
issued pursuant to this Agreement, as of the Closing Date: (i) there are no outstanding
options, warrants, scrip, rights to subscribe to, calls or commitments of any character
whatsoever relating to, or securities or rights convertible into, any shares of capital stock
of any Credit Party, or contracts, commitments, understandings or arrangements by which
any of the Company or its Subsidiaries is or may become bound to issue additional shares
of capital stock of any of the Company or its Subsidiaries or options, warrants, ‘scrip,
rights to subscribe to, calls or commitments of any character whatsoever relating to, or
securities or rights convertible into, any shares of capital stock of any of the Company or
its Subsidiaries; (ii) there are no outstanding debt securities, notes, credit agreements,
credit facilities or other contracts or instruments evidencing indebtedness of the Company
and its Subsidiaries, or by which the Company and its Subsidiaries is or may become
bound; (iii) there are no financing statements filed with any governmental authority
securing any obligations of the Company and its Subsidiaries, or filed in connection with
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registration statements with respect to Company or any of its securities and there are no
outstanding comment letters from the SEC, the Trading Market, or any other
governmental authority with respect to any securities of any of the Company or its
Subsidiaries; (iv) there are no agreements or arrangements under which any of the
Company or its Subsidiaries is obligated to register the sale of any of its securities under
the Securities Act; (v) there are no financing statements filed with any governmental
authority securing any obligations of any of the Company or its Subsidiaries, or filed in
connection with any assets or properties of any of the Company or its Subsidiaries; (vi)
there are no securities or instruments containing anti-dilution or similar provisions that
will be triggered by this Agreement or any related agreement or the consummation of the
transactions described herein or therein; and (vil) there are no outstanding securities or
mstruments of any of the Company or its Subsidiaries which contain any redemption or
smmilar provisions, and there are no contracts or agreements by which any of the
Company or its Subsidiaries is or may become bound to redeem a security of any of the
Company or its Subsidiaries (except pursuant to this Agreement). Each of the Company
and its Subsidiaries has furnished to the Purchaser true, complete and correct copies of, as
applicable: Certificate of Incorporation, as amended and as in effect on each Closing Date
and Bylaws, as in effect on each Closing Date, and any other governing or organizational
documents. Except for the documents delivered to Purchaser in accordance with the
inmediately preceding sentence, there are no other shareholder agreements, voting
agreements, operating agreements, or other contracts or agreements of any nature or kind
that restrict, limit or in any manner impose obligations, restrictions or limitations on the
governance of each of the Company or its Subsidiaries.

(h) SEC Reports; Financial Statements. The Company's Common Stock is
registered under Section 12(g) of the Exchange Act and the Company has filed all
reports, schedules, forms, statements and other documents required to be filed by the
Company under the Securities Act and the Exchange Act, including pursuant to Section
13(a) or 15(d) thereof, for periods through March 31, 2013 (the foregoing materials,
including the exhibits thereto and documents incorporated by reference therein, being
collectively referred to herein as the “SEC Reports™) on a timely basis or has received a
valid extension of such time of filing and has filed any such SEC Reports prior to the
expiration of any such extension; provided, however, the Company has not timely filed
SEC Reports since the filing of its Quarterly Report on Form 10-Q for the period ending
March 31, 2013. As of their respective dates, the SEC Reports complied in all material
respects with the requirements of the Securities Act and the Exchange Act, as applicable,
and none of the SEC Reports, when filed, contained any untrue statement of a material
fact or omitted to state a material fact required to be stated therein or necessary in order
to make the statements therein, in the light of the circumstances under which they were
made, not misleading. The financial statements of the Company through March 31, 2013,
comply in all material respects with applicable accounting requirements and the rules and
regulations of the Commission with respect thereto as in effect at the time of filing. Such
financial statements have been prepared in accordance with United States generally
accepted accounting principles applied on a consistent basis during the periods involved
(“GAAP”), except as may be otherwise specified in such financial statements or the notes
thereto and except that unaudited financial statements may not contain all footnotes
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required by GAAP, and fairly present in all material respects the financial position of the
Company and its consolidated Subsidiaries as of and for the dates thereof and the results
of operations and cash flows for the periods then ended, subject, in the case of unaudited
statements, to normal, immaterial, year-end audit adjustments.

6] Material Changes; Undisclosed Events, Liabilities or Developments. Since
the date of the latest audited financial statements, June 30, 2012: (i) except as set forth in
Schedule 3.1(i), there has been no event, occurrence or development that has had or that
could reasonably be expected to result in a Material Adverse Effect, (ii) except as set
forth in Schedule 3.1(i), the Company has not incurred any liabilities (contingent or
otherwise) other than (A) trade payables and accrued expenses incurred in the ordinary
course of business consistent with past practice and (B) liabilities not required to be
reflected in the Company’s financial statements pursuant to GAAP or disclosed in filings
made with the Commission, (iii) the Company has not altered its method of accounting,
(iv) the Company has not declared or made any dividend or distribution of cash or other
property to its stockholders or purchased, redeemed or made any agreements to purchase
or redeem any shares of its capital stock, and (v) except as set forth in Schedule 3.1(j), the
Company has not issued any equity securities to any officer, director or Affiliate, except
pursuant to existing Company stock option plans. The Company does not have pending
before the Commission any request for confidential treatment of information. Except for
the issuance of the Securities contemplated by this Agreement or as set forth on Schedule
3.1(G), no event, liability, fact, circumstance, occurrence or development has occurred or
exists or is reasonably expected to occur or exist with respect to the Company or its
Subsidiaries or their respective businesses, properties, operations,- assets or financial
condition, that would be required to be disclosed by the Company under applicable
securities laws at the time this representation is made or deemed made that has not been
publicly disclosed at least one Trading Day prior to the date that this representation is
made.

)] Litigation. Except as set forth in Schedule 3.1(), there is no action, suit,
inquiry, notice of violation, proceeding or investigation pending or, to the best knowledge
of the Company and the Company Representatives, threatened against or affecting the
Company, any Subsidiary or any of their respective properties before or by any court,
arbitrator, governmental or administrative agency or regulatory authority (federal, state,
county, local or foreign) (collectively, an “Action”) which (i) adversely affects or
challenges the legality, validity or enforceability of any of the Transaction Documents or
the Securities or (ii) could, if there were an unfavorable decision, have or reasonably be
expected to result in a Material Adverse Effect. Neither the Company nor any
Subsidiary, nor any director or officer thereof, is or has been the subject of any Action
involving a claim of violation of or liability under federal or state securities laws or a
claim of breach of fiduciary duty. Except as set forth on Schedule 3.1(j), there has not
been, and to the best knowledge of the Company and Company Representatives, there is
not pending or contemplated, any investigation by the Commission involving the
Company or any current director or officer of the Company, and the Company and
Company Representatives do not have any knowledge that any former director or officer
that served the Company has been investigated by the Commission, except with respect
to the SEC Judgment (as described in Section 4.21 below). The Commission has not
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issued any stop order or other order suspending the effectiveness of any registration
statement filed by the Company or any Subsidiary under the Exchange Act or the
Securities Act.

(k)  Labor Relations. No labor dispute exists or, to the best knowledge of the
Company and Company Representatives, is imminent with respect to any of the
employees of the Company. None of the Company’s or its Subsidiaries’ employees is a
member of a union that relates to such employee’s relationship with the Company or such
Subsidiary, and neither the Company nor any of its Subsidiaries is a party to a collective
bargaining agreement, and the Company and its Subsidiaries believe that their
relationships with their employees are good. To the best knowledge of the Company and
Company Representatives, no executive officer of the Company or any Subsidiary, is, or
is now expected to be, in violation of any material term of any employment contract,
confidentiality, disclosure or proprietary information agreement or non-competition
agreement, or any other contract or agreement or any restrictive covenant in favor of any
third party, and the continued employment of each such executive officer does not subject
the Company or any of its Subsidiaries to any liability with respect to any of the
foregoing matters. The Company and its Subsidiaries are in compliance with all U.S.
federal, state, local and foreign laws and regulations relating to employment and
employment practices, terms and conditions of employment and wages and hours, except
where the failure to be in compliance could not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect.

) Compliance. Except as set forth in Schedule 3.1(1), neither the Company
nor any Subsidiary: (i) is in default under or in violation of (and no event has occurred
that has not been waived that, with notice or lapse of time or both, would result in a
default by the Company or any Subsidiary under), nor has the Company or any
Subsidiary received notice of a claim that it is in default under or that it is in violation of,
any indenture, loan or credit agreement or any other agreement or instrument to which it
is a party or by which it or any of its properties is bound (whether or not such default or
violation has been waived), (ii) is in violation of any judgment, decree or order of any
court, arbitrator or other governmental authority or (iii) is or has been in violation of any
statute, rule, ordinance or regulation of any governmental authority, including without
limitation all foreign, federal, state and local laws relating to taxes, environmental
protection, occupational health and safety, product quality and safety and employment
and labor matters, except in each case as could not have or reasonably be expected to
result in a Material Adverse Effect.

(m) Regulatory Permits. The Company and the Subsidiaries possess all
certificates, authorizations and permits issued by the appropriate federal, state, local or
foreign regulatory authorities necessary to conduct their respective businesses as
described in the SEC Reports, except where the failure to possess such permits could not
reasonably be expected to result in a Material Adverse Effect (“Material Permits™), and
neither the Company nor any Subsidiary has received any notice of proceedings relating
to the revocation or modification of any Material Permit.
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(o)  Title to Assets. Schedule 3.1(n) is a complete and detailed list of all assets
and property owned and leased by the Company and its Subsidiaries. The Company and
the Subsidiaries have good and marketable title in fee simple to all real property owned
by them and good and marketable title in all personal property owned by them that is
material to the business of the Company and the Subsidiaries, in each case free and clear
of all Liens, except for (i) Liens as do not materially affect the value of such property and
do not materjally interfere with the use made and proposed to be made of such property
by the Company and the Subsidiaries and (ii) Liens for the payment of federal, state or
other taxes, for which appropriate reserves have been made therefor in accordance with
GAAP and, the payment of which is neither delinquent nor subject to penalties. Any real
property and facilities held under lease by the Company and the Subsidiaries are held by
them under valid, subsisting and enforceable leases with which the Company and the
Subsidiaries are in compliance.

(o) Intellectual Property. The Company and the Subsidiaries have, or have
rights to use, all patents, patent applications, trademarks, trademark applications, service
marks, trade names, trade secrets, inventions, copyrights, licenses and other intellectual
property rights and similar rights as described in the SEC Reports as necessary or
required for use in connection with their respective businesses and which the failure to so
have could have a Material Adverse Effect (collectively, the “Intellectual Property
Rights™). Set forth.on Schedule 3.1(0) is a complete and detailed list of all Intellectual
Property Rights of the Company and its Subsidiaries. None of, and neither the Company
por any Subsidiary has received a notice (written or otherwise) that any of, the
Intellectual Property Rights has expired, terminated or been abandoned, or is expected to
expire or terminate or be abandoned, within two (2) years from the date of this
Agreement. Neither the Company nor any Subsidiary has received, since the date of the
latest audited financial statements, June 30, 2012, a written notice of a claim or otherwise
has any knowledge that the Intellectual Property Rights violate or infringe upon the rights
of any Person. To the best knowledge of the Company and Company Representatives, all
such Intellectual Property Rights are enforceable and there is no existing infringement by
another Person of any of the - Intellectual Property Rights. The Company and its
Subsidiaries have taken reasonable security measures to protect the secrecy,
confidentiality and value of all of their intellectual properties. The parties hereto agree
that legal title to all core and material Intellectual Property Rights of the Company or
used in connection with the businesses of the Company or its Subsidiaries shall be held
by the Company, and where applicable, as evidenced by proper assignments and
registrations, to the satisfaction of Purchaser, at its sole and absolute discretion.
Company Representatives and the Company shall cooperate in good faith with Purchaser
to complete the required transfers and assignments of such Intellectual Property Rights.

(p)  Ipsurance. The Company and the Subsidiaries are insured by insurers of
recognized financial responsibility against such losses and risks and in such amounts as

- are prudent and customary in the businesses in which the Company and the Subsidiaries
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are engaged, including, but not limited to, directors and officers insurance coverage at
least equal to the aggregate Subscription Amount. Neither the Company nor any
Subsidiary has any reason to believe that it will not be able to renew its existing insurance
coverage as and when such coverage expires or to obtain similar coverage from similar
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insurers ‘as may be necessary to continue its business without a significant increase in
cost.

(@9  Transactions With Affiliates and Employees. None of the officers or
directors of the Company or any Subsidiary and, to the best knowledge of the Company
and the Company Representatives, none of the employees of the Company or any
Subsidiary is presently a party to any transaction with the Company or any Subsidiary
(other than for services as employees, officers and directors), including any contract,
agreement or other arrangement providing for the furnishing of services to or by,
providing for rental of real or personal property to or from, providing for the borrowing
of money from or lending of money too or otherwise requiring payments to or from any
officer, director or such employee or, to the best knowledge of the Company and the
Company Representatives, any entity in which any officer, director, or any such
employee has a substantial interest or is an officer, director, trustee, stockholder, member
or partner, in each case in excess of $10,000 other than for: (i) payment of salary or
consulting fees for services rendered, (ii) reimbursement for expenses incurred on behalf
of the Company and (iii) other employee benefits, including stock option agreements
under any stock option plan of the Company.

@) Sarbanes-Oxley; Internal Accounting Controls. The Company and the
Subsidiaries are in compliance with any and all applicable requirements of the Sarbanes-
Oxley Act of 2002 that are effective as of the date hereof, and any and all applicable rules
and regulations promulgated by the Commission thereunder that are effective as of the
date hereof and as of each Closing Date. The Company and the Subsidiaries maintain a
system of internal accounting controls sufficient to provide reasonable assurance that: (i)
transactions are executed in accordance with management’s general or specific
authorizations, (ii) transactions are recorded -as necessary to permit preparation of
financial statements in conformity with GAAP and to maintain asset accountability, (iii)
access to assets is permitted only in accordance with management’s general or specific
authorization, and (iv) the recorded accountability for assets is compared with the
existing assets at reasonable intervals and appropriate action is taken with respect to any
differences. The Company and the Subsidiaries have established disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Company
and the Subsidiaries and designed such disclosure controls and procedures to ensure that
information required to be disclosed by the Company in the reports it files or submits
under the Exchange Act is recorded, processed, summarized and reported, within the time
periods specified in the Commission’s rules and forms. The Company’s certifying
officers have evaluated the effectiveness of the disclosure controls and procedures of the
Company and the Subsidiaries as of June 27, 2014 (such date, the “Evaluation Date”™).
The Company presented in its most recently filed periodic report under the Exchange Act
the conclusions of the certifying officers about the effectiveness of the disclosure controls
and procedures based on their evaluations as of the Evaluation Date. Since the
Evaluation Date, there have been no changes in-the internal control over financial
reporting (as such term is defined in the Exchange Act) of the Company and its
Subsidiaries that have materially affected, or is reasonably likely to materially affect, the
internal control over financial reporting of the Company and its Subsidiaries.
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(s) Certain Fees. No brokerage or finder’s fees or commissions are or will be
payable by the Company or any Subsidiary to any broker, financial advisor or consultant,
finder, placement agent, investment banker, bank or other Person with respect to the
tfransactions contemplated by the Transaction Documents. The Purchaser shall have no
obligation with respect to any fees or with respect to any claims made by or on behalf of
other Persons for fees of a type contemplated in this Section that may be due in
connection with the transactions contemplated by the Transaction Documents.

® Private Placement. Assuming the accuracy of the Purchaser’s
representations and warranties set forth in Section 3.2, no registration under the Securities
Act is required for the offer and sale of the Securities by the Company to the Purchaser as
contemplated hereby. The issuance and sale of the Securities hereunder does not
contravene the rules and regulations of the Trading Market.

(v)  Investment Company. The Company is not, and is not an Affiliate of, and
immediately after receipt of payment for the Securities, will not be or be an Affiliate of,
an “investment company” within the meaning of the Investment Company Act of 1940,
as amended. The Company shall conduct its business in a manner so that it will not
become an “investment company” subject to registration under the Investment Company
Act of 1940, as amended.

(v)  Registration Rights. Other than Purchaser, no Person has any right to
cause the Company to effect the registration under the Securities Act of any securities of
the Company or any Subsidiary.

(w)  Listing and Maintenance Requirements. The Common Stock is registered
pursuant to Section 12(b) or 12(g) of the Exchange Act, and the Company has taken no
action designed to, or which to the best knowledge of the Company and the Company
Representatives, is likely to have the effect of, terminating the registration of the
Common Stock under the Exchange Act. Except as set forth on Schedule 3.1(w), the
Company has not received any notification that the Commission is contemplating
terminating such registration. Except as set forth on Schedule 3.1(w), the Company has
not, in the 12 months preceding the date hereof, received notice from the Trading Market
on which the Common Stock is listed or quoted to the effect that the Company is not in
compliance with the listing or maintenance requirements of such Trading Market.

(x)  Application of Takeover Protections. The Company and the Board of
Directors have taken all necessary action, if any, in order to render inapplicable any
control share acquisition, business combination, poison pill (including any distribution
under a rights agreement) or other similar anti-takeover provision under the Company’s
articles of incorporation (or similar charter documents) or the laws of its state of
incorporation that is or could become applicable to the Purchaser as a result of the
Purchaser and the Company fulfilling their obligations or exercising their rights under the
Transaction Documents, including without limitation as a result of the Company’s
issuance of the Securities and the Purchaser’s ownership of the Securities.
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(y)  Disclosure. All of the disclosure furnished by or on behalf of the
Company and Company Representatives to the Purchaser regarding the Company and its
Subsidiaries, their respective businesses and the transactions contemplated hereby,
including the Disclosure Schedules to this Agreement, is true and correct and does . not
contain any untrue statement of a material fact or omit to state any material fact necessary
in order to make the statements made therein, in light of the circumstances under which
they were made, not misleading. The press releases disseminated by the Company
during the twelve months preceding the date of this Agreement taken as a whole do not
contain any untrue statement of a material fact or omit to state a material fact required to
be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made and when made, not misleading. The
Company acknowledges and agrees that Purchaser does not make and has not made any

" representations or warranties with respect to the transactions contemplated hereby other

than those specifically set forth in Section 3.2 hereof.

(z)  No_Integrated Offering. Assuming the accuracy of the Purchaser’s
representations and warranties set forth in Section 3.2, neither the Company, nor any of
its Affiliates, nor any Person acting on its or their behalf has, directly or indirectly, made
any offers or sales of any security or solicited any offers to buy any security, under
circumstances that would cause this offering of the Securities to be integrated with prior
offerings by the Company for purposes of (i) the Securities Act which would require the
registration of any such securities under the Securities Act, or (ii) anmy applicable
shareholder approval provisions of any Trading Market on which any of the securities of
the Company are listed or designated.

(aa) Indebtedness. Schedule 3.1(aa) sets forth as of the date hereof all
outstanding secured and unsecured Indebtedness of the Company or any Subsidiary, or
for which the Company or any Subsidiary has commitments. For the purposes of this
Agreement, “Indebtedness” means (x) any liabilities for borrowed money or amounts
owed in excess of $10,000 (other than trade accounts payable incurred in the ordinary
course of business), (y) all guarauties, endorsements and other contingent obligations in
respect of indebtedness of others, whether or not the same are or should be reflected in
the Company’s consolidated balance sheet (or the notes thereto), except guaranties by
endorsement of negotiable instruments for deposit or collection or similar transactions in
the ordinary course of business; and (z) the present value of any lease payments in excess
of $10,000 due under leases required to be capitalized in accordance with GAAP. Except
as set forth in Schedule_3.1(aa), neither the Company nor any Subsidiary is in default
with respect to any Indebtedness.

(bb) Tax Status. Except as expressly set forth hereinbelow, the Company and
its Subsidiaries each (i) has made or filed all United States federal, state and local income
and all foreign income and franchise tax returns, reports and declarations required by any
jurisdiction to which it is subject, (ii) has paid all taxes and other governmental
assessments and charges that are material in amount, shown or determined to be due on
such returns, reports and declarations and (iii) has set aside on its books provision
reasonably adequate for the payment of all material taxes for periods subsequent to the
periods to which such returns, reports or declarations apply. Except as expressly set forth
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hereinbelow, there are no unpaid taxes in any material amount claimed to be due by the
taxing authority of any jurisdiction, and the officers of the Company or of any Subsidiary
know of no basis for any such claim. As of December 23, 2013, the Company owes
accrued payroll taxes of $1,396,691 to the Internal Revenue Service (“IRS”) which is
subject to further interest and penalties in the amount(s) of $177,402 if not settled and
paid to the IRS. The IRS has filed a lien against the Company in Broward County,
Florida.

(cc) No General Solicitation. Neither the Company nor any person acting on
behalf of the Company has offered or sold any of the Securities by any form of general
solicitation or general advertising. The Company has offered the Securities for sale only
to the Purchaser and certain other “accredited investors” within the meaning of Rule 501
under the Securities Act.

(dd) Foreign Corrupt Practices. Neither the Company nor any Subsidiary, nor
to the best knowledge of the Company Representatives, the Company or any Subsidiary,
any agent or other person acting on behalf of the Company or any Subsidiary, has: (i)
directly or indirectly, used any funds for unlawful contributions, gifts, entertainment or
other unlawful expenses related to foreign or domestic political activity, (ii) made any
unlawful payment to foreign or domestic government officials or employees or to any
foreign or domestic political parties or campaigns from corporate funds, (iii) failed to
disclose fully any contribution made by the Company or any Subsidiary (or made by any
person acting on its behalf of which the Company is aware) which is in violation of law
or (iv) violated in any material respect any provision of FCPA.

(ee) Accountants. The Company’s accounting firm is set forth on Schedule
3.1(ee) of the Disclosure Schedules. To the best knowledge and belief of the Company
and Company Representatives, such accounting firm: (i) is a registered public accounting
firm as required by the Exchange Act and (i) shall express its opinion with respect to the
financial statements to be included in the Company’s Annual Report for the fiscal year
ending June 30, 2012. ’

(ff)  Seniority. As of the First Closing Date, except as set forth in Schedule
3.1(ff), no Indebtedness or other claim against the Company is senior to the Preferred
Stock in right of payment, whether with respect to interest or upon liquidation or
dissolution, or otherwise, other than indebtedness secured by purchase money security
interests (which is senior only as to underlying assets covered thereby) and capital lease
obligations (which is senior only as to the property covered thereby).

(gg) No Disagreements with Accountants and Lawyers. There are no
disagreements of any kind presently existing, or reasonably anticipated by the Company
to arise, between the Company and the accountants and lawyers formerly or presently
employed by the Company and the Company is current with respect to any fees owed to
its accountants and lawyers which could affect the Company’s ability to perform any of
its obligations under any of the Transaction Documents.
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(bh) Acknowledgment Regarding Purchaser’s Purchase of Securities. The
Company acknowledges and agrees that Purchaser is acting solely in the capacity of an
arm’s length purchaser with respect to the Transaction Documents and the transactions
contemplated thereby. The Company further acknowledges that Purchaser is acting as a
financial advisor or fiduciary of the Company (or in any similar capacity) with respect to
the Transaction Documents and the transactions contemplated thereby and any advice
given by Purchaser or any of their respective representatives or agents in connection with
the Transaction Documents and the transactions contemplated thereby is merely
incidental to the Purchaser’s purchase of the Securities. The Company and Company
Representatives further represent to Purchaser that the Company’s decision to enter into
this Agreement and the other Transaction Documents has been based solely on the
independent evaluation of the transactions contemplated hereby by the Company and its
representatives.

(i) = Acknowledgment Regarding Purchaser’s Trading Activity. Anything in
this Agreement or elsewhere herein to the contrary notwithstanding, except as otherwise
provided in Sections 3.2(f) and/or 4.15 hereof, it is understood and acknowledged by the
Company and Company Representatives that: (i) Purchaser has not been asked by the
Company to agree, nor has Purchaser agreed, to desist from purchasing or selling, long
and/or short, securities of the Company, or “derivative” securities based on securities
issued by the Company or to hold the Securities for any specified term, (ii) past or future
open market or other transactions by Purchaser, specifically including, without limitation,
Short Sales or “derivative” transactions, before or after the closing of this or future
private placement transactions, may negatively impact the market price of the Company’s
publicly-traded securities, (jii) Purchaser, and counter-parties in “derivative” transactions
to which Purchaser is a party, directly or indirectly, may presently have a “short” position
in the Common Stock and (iv) Purchaser shall not be deemed to have any affiliation with
or control over any arm’s length counter-party in any “derivative” transaction. The
Company further understands and acknowledges that, except as otherwise provided in
Section 4.15 hereof, (y) Purchaser may engage in hedging activities at various times
during the period that the Securities are outstanding, including, without limitation, during
the periods that the value of the Underlying Shares deliverable with respect to Securities
are being determined, and (z) such hedging activities (if any) could reduce the value of
the existing stockholders’ equity interests in the Company at and after the time that the
hedging activities are being conducted. The Company ackmowledges that such
aforementioned hedging activities if done in compliance with Section 4.14 hereof will not
constitute a breach of any of the Transaction Documents. :

(1) Regulation M Compliance. The Company has not, and to the best
knowledge of the Company or the Company Representatives, no one acting on its behalf
bhas, (i) taken, directly or indirectly, any action designed to cause or to result in the
stabilization or manipulation of the price of any security of the Company to facilitate the
sale or resale of any of the Securities, (ii) sold, bid for, purchased, or paid any
compensation for soliciting purchases of, any of the Securities, or (ii1) paid or agreed to
pay to any Person any compensation for soliciting another to purchase any other
securities of the Company, other than, in the case of clauses (i1) and (iii), except as set
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forth on Schedule 3.1(jj), compensation paid to the Company’s placement agent in
connection with the placement of the Securities.

(kk) FDA. As to each product subject to the jurisdiction of the U.S. Food and
Drug Administration (“FDA”) under the Fedéral Food, Drug and Cosmetic Act, as
amended, and the regulations thereunder (“FDCA™) that is manufactured, packaged,
labeled, tested, distributed, sold, and/or marketed by the Company or any of its
Subsidiaries (each such product, a “Medical Device™), such Medical Device is being
manufactured, packaged, labeled, tested, distributed, sold and/or marketed by the
Company in compliance with all applicable requirements under FDCA and similar laws,
rules and regulations relating to registration, investigational use, premarket clearance,
licensure, or application approval, good manufacturing practices, good laboratory
practices, good clinical practices, product listing, quotas, labeling, advertising, record
keeping and filing of reports. There is no pending, completed or, to the Company's best
knowledge and the Company Representatives’ best knowledge, threatened, action
(including any lawsuit, arbitration, or legal or administrative or regulatory proceeding,
charge, complaint, or investigation) against the Company or any of its Subsidiaries, and
none of the Company or any of its Subsidiaries has received any notice, warning letter or
other communication from the FDA or any other governmental entity, which (i) contests
the premarket clearance, licensure, registration, or approval of, the uses of, the
distribution of, the manufacturing or packaging of, the testing of, the sale of, or the
labeling and promotion of any Medical Device, (ii) withdraws its approval of, requests
the recall, suspension, or seizure of, or withdraws or orders the withdrawal of advertising
or sales promotional materials relating to, any Medical Device, (iii) imposes a clinical
hold on any clinical investigation by the Company or any of its Subsidiaries, (iv) enjoins
production at any facility of the Company or any of its Subsidiaries, (v) enters or
proposes to enter into a consent decree of permanent injunction with the Company or any
of its Subsidiaries, or (vi) otherwise alleges any violation of any laws, rules or regulations

_ by the Company or any of its Subsidiaries. The properties, business and operations of the
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Company have been and are being conducted in all material respects in accordance with all
applicable laws, rules and regulations of the FDA. The Company has not been informed by
the FDA that the FDA will prohibit the marketing, sale, license or use in the United States of
any product proposed to be developed, produced or marketed by the Company nor has the
FDA expressed any concern as to approving or clearing for marketing any product being
developed or proposed to be developed by the Company. :

)] Stock Option Plans. Schedule 3.1(1l) is a complete and detailed list of all
stock option plans of the Company and its Subsidiaries. Each stock option granted by the
Company under the Company’s stock option plan was granted (i) in accordance with the
terms of the Company’s stock option plan and (ii) with an exercise price at least equal to
the fair market value of the Common Stock on the date such stock option would be
considered granted under GAAP and applicable law. No stock option granted under the
Company’s stock option plan has been backdated. The Company has not knowingly
granted, and there is no and has been no Company policy or practice to knowingly grant,
stock options prior to, or otherwise knowingly coordinate the grant of stock options with,
the release or other public announcement of material information regarding the Company
or its Subsidiaries or their financial results or prospects.
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(mm) Office_of Foreign Assets Control. Neither the Company nor any
Subsidiary nor, to the Company's best knowledge and the Company Representatives’ best
knowledge, any director, officer, agent, employee or affiliate of the Company or any

~ Subsidiary is currently subject to any U.S. sanctions administered by the Office of

Foreign Assets Control of the U.S. Treasury Department (“OFAC”).

{on) U.S. Real Property Holding Corporation. The Company is not and has
never been a U.S. real property holding corporation within the meaning of Section 897 of
the Internal Revenue Code of 1986, as amended, and the Company shall so certify upon
Purchaser’s request.

(00) Bank Holding Company Act. Neither the Company nor any of its
Subsidiaries or Affiliates is subject to the Bank Holding Company Act of 1956, as
amended (the “BHCA”) and to regulation by the Board of Governors of the Federal
Reserve System (the “Federal Reserve”). Neither the Company nor any of its
Subsidiaties or Affiliates owns or controls, directly or indirectly, five percent (5%) or
more of the outstanding shares of any class of voting securities or twenty-five percent or
more of the total equity of a baok or any entity that is subject to the BHCA and to
regulation by the Federal Reserve. Neither the Company nor any of its Subsidiaries or
Affiliates exercises a controlling influence over the management or policies of a bank or
any entity that is subject to the BHCA and to regulation by the Federal Reserve.

(pp) Money Laundering. The operations of the Company -and its Subsidiaries
are and have been conducted at all times in compliance with applicable financial record-
keeping and reporting requirements of the Currency and Foreign Transactions Reporting
Act of 1970, as amended, applicable money laundering statutes and applicable rules and
regulations thereunder (collectively, the “Money Laundering Laws™), and no action, suit
or proceeding by or before any court or governmental agency, authority or body or any
arbitrator involving the Company and any Subsidiary with respect to the Money
Laundering Laws is pending or, to the best knowledge of the Company Representatives,
the Company or any Subsidiary, threatened.

(q@) Contracts.

(i) Except for agreements, contracts, plans, leases, arrangements or
commitments disclosed in Schedule 3.1(qq) to this Agreement, neither the
Company nor any of its Subsidiary is a party to or subject to any lease,
license, contract, agreement or understanding, whether written or oral. '

(ii) Each agreement, contract, plan, lease, arrangement and commitment
disclosed in any Schedule to this Agreement or required to be disclosed
pursuant to Section 3.1(qq) is a valid and binding agreement of the
Company and each Subsidiary, enforceable in accordance with its terms,
and is in full force and effect, and neither the Company nor any of its
Subsidiary, nor, to the best knowledge of the Company and Company
Representatives, any other party thereto is in default under the terms of
any such agreement, contract, plan, lease, arrangement or commitment.
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(xr) Subsidiaries and Other Equity Investments. Neither the Company nor any
Company Representative owns, directly or indirectly, any shares of capital stock of any
corporation or any equity investment in any partnership, limited liability company,
association or othér business organization, and neither the Company nor any Company
Representative has any obligation to make any such investment.

(ss)Relationships with Related Persons. To the best knowledge of the Company
or any Company Representative, neither the Company, its Subsidiaries nor any Company
Representative, employee or stockholder of the Company, or any officer or Affiliate of
the Company, or any Affiliate of any Company Representative (A) is or has owned (of
record or as a beneficial owner) an equity interest of 5% or more, (B) has or has had any
material financial or profit interest in, or (C) is an employee, owner, officer, or difector of
a Person that has or has had (i) material business dealings or a material financial interest
in any transaction with the Company or its Subsidiaries, or (ii) engaged in competition
with the Company or its Subsidiaries with respect to any line of the services or products
of the Company (a “Competing Business™) in any market presently served by the
Company or its Subsidiaries (except for ownership of less than five percent (5%) of the
outstanding capital stock of any Competing Business that is publicly traded on any
recognized exchange or in the over-the-counter market).

(tt)  Intercompany Arrangements. Neither the Company or any of its
Subsidiaries owns any note, bond, debenture or other indebtedness for borrowed money,
of the other(s), any Company Representative, stockholder, director, partner, manager,
officer or employee of Company, its Subsidiaries or any of their respective Affiliates.

- Simnce the June 30, 2012, Balance Sheet, there has not been any payment by the Company

or any of its Subsidiary to any such Person, charge by any such Person to the Company or
its Subsidiaries, or other transaction between the Company, any of the Company’s
Subsidiary and any such Person.

(uu) Warranty and Related Matters. The standard forms of license,
maintenance, service and other agreements setting forth the terms of outstanding product
and service warranties and guarantees on all products sold, marketed or distributed by
Company and its Subsidiaries (collectively, the “Company Products™) are attached hereto
as Schedule 3.1 (uu). Schedule 3.1 (uu) also sets forth a list of all outstanding product
and service warranties and guarantees related to the Company Products set forth in
agreements listed on Schedule 3.1 (uu) and that are substantially different from the
product and service watranties and guarantees set forth in the standard form agreements
of Company and its Subsidiaries. There are not existing or, to the best knowledge of the
Company and Company Representatives, threatened product liability, warranty or other
similar claims against the Company or any of its Subsidiaries alleging that any Company
Product is defective in any respect or fails to meet any product or service warranty,
except as set forth in Schedule 3.1 (uu) hereto and to the extent of warranty reserves. To
the best knowledge of the Company and each of the Company Representatives, there are
(1) no inherent design defects or systemic or chronic problems in any Company Product
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that prevents its continued commercial usage; and (ii) no material liabilities for warranty
or other claims or returns with respect to any such material defects or problems.

(vv)  Solvency. Neither the Company nor any of its Subsidiaries has: (i) made a
general assignment for the benefit of creditors; (ii) filed any voluntary petition in
bankruptcy or suffered the filing of any involuntary petition by its creditors; (iii) suffered
the appointment of a receiver to take possession of all, or substantially all, of its assets;
(iv) suffered the attachment or other judicial seizure of all, or substantially all, of its
assets; (v) admitted in writing its inability to pay its debts as they come due; or (vi) made
an offer of settlement, extension or composition to its creditors generally.

The foregoing representations and warranties made in this Section 3.1, including,
without limitation, Section 3.1(g), shall survive the Closing and shall not be deemed
merged into any instrument or conveyance delivered at the Closing. Each Company
Representative has carefully reviewed each representation, warranty and schedule
provided under this Section 3.1.

SCHWﬁ}Z’I TIALS: RABLE

R. G%% INITIALS:

3.2 Representations and Warranties of the Purchaser. Purchaser hereby represents

'S INITIALS:

and warrants as of the date hereof and as of each Closing Date to the Company as follows (unless
as of a specific date therein):

ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ

€Y Organization; Authority. Purchaser is an entity duly incorporated or
formed, validly existing and in good standing under the laws of the jurisdiction of its
incorporation or formation with full right, corporate, partnership, limited liability
company or similar power and authority to enter into and to consummate the transactions
contemplated by the Transaction Documents and otherwise to carry out its obligations
hereunder and thereunder. The execution and delivery of the Transaction Documents and
performance by Purchaser of the transactions contemplated by the Transaction
Documents have been duly authorized by all necessary corporate action and on the part of
Purchaser. Each Transaction Document to which it is a party has been duly executed by
Purchaser, and when delivered by Purchaser in accordance with the terms hereof, will
constitute the valid and legally binding obligation of Purchaser, enforceable against it in
accordance with its terms, except: (i) as limited by general equitable principles and
applicable bankruptcy, insolvency, reorganization, moratorium and other laws of general
application affecting enforcement of creditors’ rights generally, (ii) as limited by laws
relating to the availability of specific performance, injunctive relief or other equitable
remedies and (iii) insofar as indemnification and contribution provisions may be limited

by applicable law.
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) Own Account. Purchaser understands that the Securities are “restricted
securities” and have not been registered under the Securities Act or any applicable state
securities law and is acquiring the Securities as principal for its own account and not with
a view to or for distributing or reselling such Securities or any part thereof in violation of
the Securities Act or any applicable state securities law, has no present intention of
distributing any of such Securities in violation of the Securities Act or any applicable
state securities Jaw and has no direct or indirect arrangement or understandings with any
other persons to distribute or regarding the distribution of such Securities in violation of
the Securities Act or any applicable state securities law (this representation and warranty
not limiting Purchaser’s right to sell the Securities pursuant to the Registration Statement
or otherwise in compliance with applicable federal and state securities laws).

(¢)  Purchaser Status and No Financing Contingency. At the time Purchaser
was offered the Securities, it was, and as of the date hereof it is, and on each Closing
Date, it will be either: (i) an “accredited investor” as defined in Rule 501(a)(1), (2)(2),
(@)(3), (a)(7) or (2)(8) under the Securities Act or (ii) a “qualified institutional buyer” as
defined in Rule 144A(a) under the Securities Act. Purchaser represents and warrants to
the Company that Purchaser has all the readily available funds in its possession which are
necessary to close the transactions described in this Agreement.

(@ Experience of Purchaser. Purchaser, either alone or together with its
representatives, has such knowledge, sophistication and experience in business and
financial matters so as to be capable of evaluating the merits and risks of the prospective
investment in the Securities, and has so evaluated the merits and risks of such investment.
Purchaser is able to bear the economic risk of an investment in the Securities and, at the
present time, is able to afford a complete loss of such investment.

(e) General Solicitation. Purchaser is not purchasing the Securities as a result
of any advertisement, article, notice or other communication regarding the Securities
published in any newspaper, magazine or similar media or broadcast over television or
radio or presented at any seminar or any other general solicitation or general
advertisement.

The Company acknowledges and agrees that the representations contained in Section 3.2
shall not modify, amend or affect Purchaser’s right to rely on the Company’s and
Company Representatives’ representations and warranties contained in this Agreement or
any representations and warranties contained in any other Transaction Document or any
other document or instrument executed and/or delivered in connection with this
Agreement or the consummation of the transaction contemplated hereby.  This
Agreement, the exhibits and schedules hereto and all other documents and information
furnished to Purchaser and its representatives by the Company and Company
Representatives do not and will not, as of each applicable Closing Date, include any
known untrue statement of a material fact or omit to state any known material fact

‘necessary to make such statements made and to be made not misleading or necessary to

provide a prospective purchaser of the Securities with full and complete information as to
the Company, and the Company's properties, assets, liabilities, business and prospects
and the condition thereof (financial and otherwise). The Company and Company
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Representatives have disclosed to Purchaser in writing or on schedules attached hereto all
adverse facts known to them relating to the Company and the Securities and operation of
the Company’s and its Subsidiaries’ business. The performance of due diligence shall
not limit the indemnification obligations of the Company and Company Representatives
hereunder.

ARTICLE IV,
OTHER AGREEMENTS OF THE PARTIES

4.1 Transfer Restrictions.

(&  The Securities may only be disposed of in compliance with state and
federal securities laws. In connection with any transfer of Securities other than pursuant
to an effective registration statement or Rule 144, to the Company or to an Affiliate of
Purchaser or in connection with a pledge as contemplated in Section 4.1(b), the Company
may require the transferor thereof to provide to the Company an opinion of counsel
selected by the transferor and reasonably acceptable to the Company, the fees and
expenses of which shall be borne by the Company, to the effect that such transfer does
not require registration of such transferred Securities under the Securities Act. As a
condition of transfer, any such transferee shall agree in writing to be bound by the terms
of this Agreement and the Registration Rights Agreement and shall have the rights and
obligations of Purchaser under this Agreement and the Registration Rights Agreement.

(b)  The Purchaser agrees to the imprinting, so long as is required by this
Section 4.1, of a legend on any of the Securities in the following form:

NEITHER THIS SECURITY NOR THE SECURITIES INTO WHICH THIS
SECURITY IS EXERCISABLE OR CONVERTIBLE HAS BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES
COMMISSION OF ANY STATE IN RELIANCE UPON AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD
EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER
THE SECURITIES ACT OR PURSUANT TO AN AVAILABLE EXEMPTION FROM,
OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND IN ACCORDANCE WITH
APPLICABLE STATE SECURITIES LAWS AS EVIDENCED BY A LEGAL
OPINION OF COUNSEL TO THE TRANSFEROR TO SUCH EFFECT, THE
SUBSTANCE OF WHICH SHALL BE REASONABLY ACCEPTABLE TO THE
COMPANY.

42  Acknowledgment of Dilution. The Company and Company Representatives

acknowledge that the issuance of the Securities will result in dilution of the outstanding shares of
Common Stock, which dilution will be substantial. The Company further acknowledges that its
obligations under the Transaction Documents, including, without limitation, its obligation to
issue the Underlying Shares pursuant to the Transaction Documents, are unconditional and
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absolute and not subject to any right of set off, counterclaim, delay or reduction, regardless of the
effect of any such dilution or any claim the Company may have against Purchaser and regardless
of the dilutive effect that such issuance may have on the ownership of the other stockholders of
the Company.

43  [Intentionally Deleted]

44  Integration. The Company shall not sell, offer for sale or solicit offers to buy or
otherwise negotiate in respect of any security (as defined in Section 2 of the Securities Act) that
would be integrated with the offer or sale of the Securities in a manner that would require the
registration under the Securities Act of the sale of the Securities or that would be integrated with
the offer or sale of the Securities for purposes of the rules and regulations of any Trading Market
such that it would require shareholder approval prior to the closing of such other transaction
unless shareholder approval is obtained before the closing of such subsequent transaction.

4.5  Conversion and Exercise Procedures. The form of Notice of Conversion included
in the Certificate of Designation sets forth the totality of the procedures required of the Purchaser
in order to convert the Preferred Stock. Without limiting the preceding sentences, no ink-
original Notice of Conversion shall be required, nor shall any medallion guarantee (or other type
of guarantee or notarization) of any Notice of Conversion form be required in order to convert
the Preferred Stock. No additional legal opinion, other information or instructions shall be
rcquired of the Purchaser to convert Purchaser’s Preferred Stock. The Company shall honor
conversions of the Preferred Stock and shall deliver Underlying Shares in accordance with the
terms, conditions and time periods set forth in the Transaction Documents.

4.6  Securities Laws Disclosure; Publicity. The Company shall, by 5:00 p.m. (New
York City time) on the fourth Trading Day immediately following the date hereof, file a Current
Report on Form 8-K and press release disclosing the material terms of the transactions
contemplated hereby, including the Transaction Documents as exhibits thereto. The Company
and Purchaser shall consult with each other in issuing any other press releases with respect to the
transactions contemplated hereby, and neither the Company nor Purchaser shall issue any such
press release nor otherwise make any such public statement without the prior consent of the
Company, with respect to any such press release of Purchaser, which consent shall not
unreasonably be withheld or delayed, or without the prior consent of Purchaser, with respect to
any such press release of the Company, which consent shall not unreasonably be withheld or
delayed, except if such disclosure is required by law, rule or regulation, in which case the
disclosing party shall promptly provide the other party with prior notice of such public statement
or communication.

4.7  Shareholder Rights Plan. No claim will be made or enforced by the Company or,
with the consent of the Company, any other Person, that Purchaser is an “Acquiring Person”
under any control share acquisition, business combination, poison pill (including any distribution
under a rights agreement) or similar anti-takeover plan or arrangement in effect or hereafter

“adopted by the Company, or that Purchaser could be deemed to trigger the provisions of any
such plan or arrangement, by virtue of receiving Securities under the Transaction Documents or
under any other agreement between the Company and the Purchaser.
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4.8 Non-Public Information. Except with respect to the material terms and conditions
of the transactions contemplated by the Transaction Documents and certain material non-public
mformation which the Company has already provided to the Purchaser (which is the information
subject the Disclosure Date obligations in Section 4.6), the Company covenants and agrees that
neither it, nor any other Person acting on its behalf, will provide Purchaser or its agents or
counsel with any additional information that the Company believes constitutes material non-
public information, unless prior thereto Purchaser shall have entered into a written agreement
with the Company regarding the confidentiality and use of such information. The Company
understands and confirms that Purchaser shall be relying on the foregoing covenant in effecting
transactions in securities of the Company.

49 . Use of Proceeds. The Company shall use the net proceeds from the sale of the
Securities hereunder for debt service of debt existing as of the date hereof, obtaining FDA pre-
market approval for its Products and working capital purposes as set forth in Schedule 4.9
attached hereto, and shall not use such proceeds: (a) for the satisfaction of any other portion of
the Company’s debt other than as set forth on Schedule 4.9 hereto (other than payment of trade

- payables in the ordinary course of the Company’s business and prior practices), (b) for the
redemption of any Common Stock or Common Stock Equivalents, (c) for the settlement of any
outstanding litigation or (d) in violation of FCPA or OFAC regulations. Certain purchase funds

.may, in Purchaser’s reasonable discretion, be placed in escrow with an escrow agent selected by
Purchaser in order to facilitate direct payments consistent with Schedule 4.9 to creditors and
suppliers of the Company.

4.10 Indemnification of Purchaser. The Company and Company Representatives shall
jointly and severally indemnify and hold Purchaser and its directors, officers, shareholders,
members, partners, employees and agents (and any other Persons with a functionally equivalent
role of a Person holding such titles notwithstanding a lack of such title or any other title), each
Person who controls Purchaser (within the meaning of Section 15 of the Securities Act and
Section 20 of the Exchange Act), and the directors, officers, shareholders, agents, members,
partners or employees (and any other Persons with a functionally equivalent role of a Person
holding such titles notwithstanding a lack of such title or any other title) of such controlling
persons (collectively, the “Purchaser Parties”, and each, a “Purchaser Party”) harmless from any
and all losses, liabilities, obligations, claims, contingencies, damages, costs and expenses,
including all judgments, amounts paid in settlements, court costs and reasonable attorneys’® fees
and costs of investigation that such Purchaser Party may suffer or incur as a result of or relating
to (a) any misrepresentation or any breach of any of the representations, warranties, covenants or
agreements made by the Company or any Company Representative in this Agreement or in the
other Transaction Documents or (b) any action instituted against the Purchaser Parties in any
capacity, or any of them or their respective Affiliates, with respect to any of the transactions
contemplated by this Agreement or any of the Transaction Documents. If any action shall be
brought against any Purchaser Party in respect of which indemnity may be sought pursuant to
this Agreement, such Purchaser Party shall promptly notify the Company in writing, and the
Company shall have the right to assume the defense thereof with counsel of its own choosing
reasonably acceptable to the Purchaser Party. Any Purchaser Party shall have the right to
employ separate counsel in any such action and participate in the defense thereof, but the fees
and expenses of such counsel shall be at the expense of such Purchaser Party except to the extent
that (i) the employment thereof has been specifically authorized by the Company in writing, (ii)
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. the Company has failed after a reasonable period of time to assume such defense and to employ
counsel or (iii) in such action there is, in the reasonable opinion of counsel, a material conflict on
any material issue between the position of the Company and the position of such Purchaser
Party, in which case the Company shall be responsible for the reasonable fees and expenses of no
more than one such separate counsel. The Company will not be liable to any Purchaser Party
under this Agreement (y) for any settlement by Purchaser Party effected without the Company’s
prior written consent, which shall not be unreasonably withheld or delayed; or (z) to the extent,
but only to the extent that a loss, claim, damage or liability is attributable to any Purchaser
Party’s breach of any of the representations, warranties, covenants or agreements made by such
Purchaser Party in this Agreement or in the other Transaction Documents. The indemnification
required by this Section 4.10 shall be made by periodic payments of the amount thereof during
the course of the investigation or defense, as and when bills are received or are incurred. The
indemnity agreements contained herein shall be in addition to any cause of action or similar right
of any Purchaser Party against the Company or others and any liabilities the Company may be
subject to pursuant to law. Notwithstanding anything stated to the contrary (including, without
limitation, any indemnification agreement, instrument or document), the Company and Company
Representatives represent, warrant and covenant with Purchaser that no Company Representative
shall be held barmléss or indemnified by the Company with respect to any representation or
warranty made by any Company Representative under this Agreement; it being expressly agreed
by the Company and Company Representatives that a Purchaser Party shall have the right, at
such Purchaser Party’s sole discretion, to seek indemnification and/or recourse directly against
any or all Company Representatives without undertaking the same against the Company.

4.11 Reservation and Listing of Securities.

The Company shall maintain a reserve from its duly authorized shares of Common Stock
for issuance pursuant to the Transaction Documents in such amount as may then be required to
fulfill its obligations to the maximum extent possible under the Transaction Documents;

provided,:

(@ If, on any date, the number of authorized but unissued (and otherwise
unreserved) shares of Common Stock is less than (i) the Required Minimum on such
date, minus (ii) the number of shares of Common Stock previously issued pursuant to the
Transaction Documents, then the Board of Directors shall use commercially reasonable
efforts to amend the Company’s certificate or articles of incorporation fo increase the
number of authorized but unissued shares of Common Stock to at least the Required
Minimum at such time (minus the number of shares of Common Stock previously issued
pursuant to the Transaction Documents), as soon as possible and in.any event not later
than the 30" day after such date.

(b)  The Company shall, if applicable: (i) in the time and manner required by
the principal Trading Market, prepare and file with such Trading Market an additional
shares listing application covering a number of shares of Common Stock at least equal to
the Required Minimum on the date of such application, (ii) take all steps necessary to
cause such shares of Common Stock to be approved for listing or quotation on such
Trading Market as soon as possible thereafter, (iii) provide to the Purchaser evidence of
such listing or quotation and (iv) maintain the listing or quotation of such Common Stock
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on any date at least equal to the Required Minimum on such date on such Trading Market
or another Trading Market.

4.12  [Intentionally Deleted]

4.13  Subsequent Equity Sales.

From the date hereof, neither the Company nor any Subsidiary shall issue, enter into any
agreement to issue or announce the issuance or proposed issuance of any shares of Common
Stock or Common Stock Equivalents except as expressly provided in this Agreement.

4.14  Investigation by Purchaser. From the date of this Agreement and through the First
Closing Date, the Purchaser shall, through its authorized officers, employees, agents and
representatives (including, without limitation, its counsel and accountants), have reasonable
access during normal business hours to all premises and personnel of the Company and its
businesses and shall be entitled to make such reasonable investigation of the properties, business
and operations of the Company and its Subsidiaries and such examination of the books, records
and financial condition of the Company and its Subsidiaries as they request and to make extracts
and copies to the extent necessary of such books and records; provided that investigation
pursuant to this Section 4.14 shall not affect any representations or warranties made by the
Company and Company Representatives herein or the conditions to the obligations of the
respective parties to consummate the transactions contemplated by this Agreement.

415 Certain Transactions. The Company expressly acknowledges and agrees that (i)
Purchaser makes no representation, warranty or covenant hereby that it will not engage in
effecting transactions in any securities of the Company after the time that the transactions
contemplated by this Agreement are first publicly announced pursuant to the initial press release
as described in Section 4.6, and (ii) Purchaser shall not be restricted or prohibited from effecting
any transactions in any securities of the Company in accordance with applicable securities laws
from and after the time that the transactions contemplated by this Agreement are first publicly
announced pursuant to the initial press release as described in Section 4.6.

416 Blue Sky Filings. The Company shall take such action as the Company shall
reasonably determine is necessary in order to obtain an exemption for, or to qualify the Securities
for, sale to the Purchaser at the Closing under applicable securities or “Blue Sky” laws of the
states of the United States, and shall provide evidence of such actions promptly upon request of
Purchaser.

4.17 No_Capital Changes; Sale; Merger. The Company shall not sell all or
substantially all of its assets or undertake a business combination, merger, a reverse or forward
stock split or reclassification of the Common Stock without the prior written consent of the
Purchaser, which consent may be withheld, conditioned or delayed at Purchaser’s sole and
absolute discretion.

418 Employment; Personnel. After the Closing, Purchaser shall have the right at its
sole discretion to establish the terms of the Company’s and its Subsidiaries’ employees (the
“Employees™) and consultants, and Purchaser shall not be obligated to employ the Employees on
the same terms and conditions (including without limitation compensation, salary, employee
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benefits, job responsibility and descriptions, location, seniority and deemed length of service) as
those provided to such Employees by the Company or its Subsidiary on the day immediately
preceding the First Closing Date.

4.19 Change of Board Composition. The Company and Company Representatives
agree that, simultaneous with the First Closing, Purchaser shall have the right to appoint its
designees as members of the Board of Directors (constituting at a minimum the majority of the
Board of Directors) and remove current members of the Board of Directors, at Purchaser’s sole
and absolute discretion. Prior to the First Closing, the Company and Company Representatives
shall obtain the necessary and required directors’ consent to appoint the Purchaser’s designees as
the sole members of the Board of Directors simultaneously with the consummation of the First
Closing (the “Board of Directors Appointment™). The provisions of this Section 4.19 shall
survive the First Closing.

420 Business Plan. The Company and Company Representatives agree that, prior to
the First Closing, the Company, the Company Representatives and Purchaser shall cooperate and
develop a business plan for the Company that is subject to Purchaser’s approval, which approval
may be withheld or conditioned at Purchaser’s sole and absolute discretion (the “Approved
Business Plan™).

421 SEC Judgment. The Company and Company Representatives acknowledge that a
Final Judgment of Permanent Injunction and Other Relief Against Defendant Imaging
Diagnostic Systems, Inc. was entered on March 17, 2014 in the United States District Court,
Southern District of Florida, (Case Styled Securities and Exchange Commission v. Imaging
Diagnostic_Systems, Inc., Linda Grable and Allan Schwartz; Case No. 13-62025-CIV-
Rosenbaum/Hunt) (the “SEC Judgment”). The Company and Company Representatives
represent and warrant to Purchaser that since March 17, 2014, and as of the date hereof, the
Company and all defendants named in the SEC Judgment have timely and strictly complied with,
and performed, all requirements and obligations contained in the SEC Judgment. Further, the
Company and Company Representatives agree and warrant to Purchaser that the Company and
the defendants shall at all times on the date hereof and after the date of this Agreement timely
and strictly comply with, and perform, all requirements and obligations contained in the SEC
Judgment. . '

422  Acquisition Proposals. The Company shall not, and the Company and Company
Representatives shall cause the Company and its Subsidiaries not to, directly or indirectly,
through any officer, director, agent, representative (including, without Iimitation, investment
bankers, attorneys and accountants) or otherwise, (i) solicit, initiate or encourage submission of
inquiries, proposals or offers from any Person or group other than Purchaser (a “Third Party™),
relating to any acquisition or purchase of all or a portion of the Securities, or any equity interest
in, the Company or its Subsidiaries; or (if) participate in any discussions or negotiations
regarding, or furnish to any Third Party any information with respect to, or otherwise cooperate
in any way with, or assist or participate in, facilitate or encourage, any effort or attempt by any
Third Party to do or seek any of the foregoing. The Company and Company Representatives
shall promptly notify Purchaser if any such proposal or offer, or any inquiry or contact with any
Third Party with respect thereto, is made, and shall in any such potice set forth in reasonable
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detail the identity of the Third Party and the terms and conditions of such inquiry, proposal or
offer.

ARTICLE V.
MISCELLANEOUS

5.1  Termination. This Agreement may be terminated by either party or the Company
by written notice to the other, if the First Closing has not been consummated on or before
July 31, 2014; provided, however, that such termination will not affect the right of any party to
sue for any breach by any other party (or parties). Notwithstanding the foregoing, in the event
that this Agreement is terminated due to Purchaser’s breach for failure to timely consummate the
First Closing or any other Closing, the Company’s sole remedy shall be to retain Purchaser’s
Deposit as liquidated damages. In the event of termination for any reason other than a breach by
Purchaser (including, without limitation, any misrepresentation or breach of warranty or
covenant under this Agreement by the Company or any Company Representative), the Deposit
shall be immediately refunded to Purchaser.

5.2 Fees and Expenses. The Company shall deliver to Purchaser, prior to the Closing,
a completed and executed copy of the Closing Statement, attached hereto as Annex A. Except as
expressly set forth in the Transaction Documents to the contrary, each party shall pay the fees
and expenses of its advisers, counsel, accountants and other experts, if any, and all other
expenses incurred by such party incident to the negotiation, preparation, execution, delivery and
performance of this Agreement. The Company shall pay all Transfer Agent fees (including,
without limitation, any fees required for same-day processing of any instruction letter delivered
by the Company and any conversion delivered by Purchaser), stamp taxes and other taxes and
duties levied in connection with the delivery of any Securities to the Purchaser. All costs and
expenses of the Company shall be subject to Purchaser’s prior written approval, which approval
may be withheld at Purchaser’s sole and absolute discretion.

53  Entire Agreement. The Transaction Documents, together with the exhibits and
schedules thereto, contain the entire understanding of the parties with respect to the subject-
matter hereof and thereof and supersede all prior agreements and understandings, oral or written,
with respect to such matters, which the parties acknowledge have been merged into such
documents, exhibits and schedules.

54  Notices. Any and all notices or other communications or deliveries required or
permitted to be provided hereunder shall be in writing and shall be deemed given and effective
on the earliest of: (a) the date of transmission, if such notice or communication is delivered via
facsimile at the facsimile number set forth on the signature pages attached hereto at or prior to
5:30 p.m. (New York City time) on a Trading Day, (b) the next Trading Day after the date of
transmission, if such notice or communication is delivered via facsimile at the facsimile number
set forth on the signature pages attached hereto on a day that is not a Trading Day or later than
5:30 p.m. (New York City time) on any Trading Day, (c) the second Trading Day following the
date of mailing, if sent by U.S. nationally recognized overnight courier service or (d) upon actual
receipt by the party to whom such notice is required to be given. The address for such notices
and communications shall be as set forth on the signature pages attached hereto.
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5.5 Amendments; Waivers. No provision of this Agreement may be waived,
modified, supplemented or amended except in a written instrument signed, in the case of an
amendment, by the Company and the Purchaser or, in the case of a waiver, by the party against
whom enforcement of any such waived provision is sought. No waiver of any default with
respect to any provision, condition or requirement of this Agreement shall be deemed to be a
continuing waiver in the future or a waiver of any subsequent default or a waiver of any other
provision, condition or requirement bereof, nor shall any delay or omission of any party to
exercise any right hereunder in any manner impair the exercise of any such right.

5.6  Headings. The headings herein are for convenience only, do not constitute a part
of this Agreement and shall not be deemed to limit or affect any of the provisions hereof.

5.7  Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the parties and their successors and permitted assigns. The Company and Company
Representatives may not assign this Agreement or any rights or obligations hereunder without
the prior written consent of Purchaser. Purchaser may assign any or all of its rights under this
Agreement to any Person to whom Purchaser assigns or transfers any Securities, provided that (i)
such transferee is an “accredited investor” as defined under the Securities Act and (ii) such
transferee agrees in writing to be bound, with respect to the transferred Securities, by the
provisions of the Transaction Documents that apply to the “Purchaser.”

5.8  No Third-Party Beneficiaries. This Agreement is intended for the benefit of the
parties hereto and their respective successors and permitted assigns and is not for the benefit of,
nor may any provision hereof be enforced by, any other Person, except as otherwise set forth in
Section 4.10 and this Section 5.8.

59  Goveming Law. All questions concerning the construction, validity, enforcement
and interpretation of the Tranmsaction Documents shall be governed by and construed and
enforced in accordance with the internal laws of the State of Florida, without regard to the
principles of conflicts of law thereof. Each party agrees that all legal proceedings concerning the
interpretations, enforcement and defense of the transactions contemplated by this Agreement and
any other Transaction Documents (whether brought against a party hereto or its respective
affiliates, directors, officers, shareholders, partners, members, employees or agents) shall be
commenced exclusively in the state and federal courts sitting in Broward County, State of
Florida. Each party hereby irrevocably submits to the exclusive jurisdiction of the state and
federal courts sitting in the Broward County, State of Florida for the adjudication of any dispute
hereunder or in connection herewith or with any transaction contemplated hereby or discussed
herein (including with respect to the enforcement of any of the Transaction Documents), and
hereby irrevocably waives, and agrees not to assert in any suit, action or proceeding, any claim
that it is not personally subject to the jurisdiction of any such court, that such suit, action or
proceeding is improper or is an inconvenient venue for such proceeding. Each party hereby
irrevocably waives personal service of process and consents to process being served in any such
suit, action or proceeding by mailing a copy thereof via overnight delivery (with evidence of
delivery) to such party at the address in effect for notices to it under this Agreement and agrees
that such service shall constitute good and sufficient service of process and notice thereof.
Nothing contained herein shall be deemed to limit in any way any right to serve process in any
other manner permitted by law. If either party shall commence an action, suit or proceeding to
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enforce any provisions of the Transaction Documents, then, in addition to the obligations of the
Company under Section 4.10, the prevailing party in such action, suit or proceeding shall be
reimbursed by the other party for its reasonable attorneys® fees and other costs and expenses
mcurred with the investigation, preparation and prosecution of such action or proceeding.

5.10 Survival. The representations and warranties of the Company and Company
Representatives contained herein shall survive the Closing(s) and the delivery of the Securities.

5.11 Execution. This Agreement may be executed in two or more counterparts, all of
which when taken together shall be considered one and the same agreement and shall become
effective when counterparts have been signed by each party and delivered to each other party, it
being understood that the parties need not sign the same counterpart. In the event that any

- signature is delivered by facsimile transmission or by e-mail delivery of a “.pdf” format data file,
such signature shall create a valid and binding obligation of the party executing (or on whose
behalf such signature is executed) with the same force and effect as if such facsimile or “.pdf”
signature page were an original thereof,

5.12  Severability. If any term, provision, covenant or restriction of this Agreement is
held by a court of competent jurisdiction to be invalid, illegal, void or unenforceable, the
remainder of the terms, provisions, covenants and restrictions set forth herein shall remain in full
force and effect and shall in no way be affected, impaired or invalidated, and the parties hereto
shall use their commercially reasonable efforts to find and employ an alternative means to
achieve the same or substantially the same result as that contemplated by such term, provision,
covenant or restriction. It is hereby stipulated and declared to be the intention of the parties that
they would have executed the remaining terms, provisions, covenants and restrictions without
including any of such that may be hereafter declared invalid, illegal, void or unenforceable.

5.13 Rescission and Withdrawal Right. Notwithstanding anything to the contrary
contained in (and without limiting any similar provisions of) any of the other Transaction
Documents, whenever Purchaser exercises a right, election, demand or option under a
Transaction Document and the Company does not timely perform its related obligations within
the periods therein provided, then Purchaser may rescind or withdraw, in its sole discretion from
time to time upon written notice to the Company, any relevant notice, demand or election in
whole or in part without prejudice to its future actions and rights; provided, however, that in the
case of a rescission of a conversion of the Preferred Stock, the Purchaser shall be required to
return any shares of Common Stock subject to any such rescinded conversion concurrently with
the return to Purchaser of the aggregate exercise price paid to the Company for such shares.

5.14 Replacement of Securities. If any certificate or instrument evidencing any
Securities is mutilated, lost, stolen or destroyed, the Company shall issue or cause to be issued in
exchange and substitution for and upon cancellation thereof (in the case of mutilation), or in lieu
of and substitution therefor, a new certificate or instrument, but only upon receipt of evidence
reasonably satisfactory to the Company of such loss, theft or destruction.  The applicant for a
new certificate or instrument under such circumstances shall also pay any reasonable third-party
costs (including customary indemnity) associated with the issuance of such replacement
Securities.
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5.15 Remedies. In addition to being entitled to exercise all rights provided herein or
granted by law, including recovery of damages, the Purchaser and the Company will be entitled
to specific performance under the Transaction Documents. The parties agree that monetary
damages may not be adequate compensation for any loss incurred by reason of any breach of
obligations contained in the Transaction Documents and hereby agree to waive and not to assert
in any action for specific performance of any such obligation the defense that a remedy at law
would be adequate.

5.16 Payment Set Aside. To the extent that the Company makes a payment or
payments to Purchaser pursuant to any Transaction Document or Purchaser enforces or exercises
its rights thereunder, and such payment or payments or the proceeds of such enforcement or
exercise or any part thereof are subsequently invalidated, declared to be fraudulent or
preferential, set aside, recovered from, disgorged by or are required to be refunded, repaid or
otherwise restored to the Company, a trustee, receiver or amy other Person under any law
(including, without limitation, any bankruptcy law, state or federal law, common law or
equitable cause of action), then to the extent of any such restoration the obligation or part thereof
originally intended to be satisfied shall be revived and continued in full force and effect as if
such payment had not been made or such enforcement or setoff had not occurred.

5.17 Usury. To the extent it may lawfully do so, the Company hereby agrees not to
insist upon or plead or in any manner whatsoever claim, and will resist any and all efforts to be
compelled to take the benefit or advantage of, usury laws wherever enacted, now or at any time
hereafter in force, in connection with any claim, action or proceeding that may be brought by
Purchaser in order to enforce any right or remedy under any Transaction Document.
Notwithstanding any provision to the contrary contained in any Transaction Document, it is
expressly agreed and provided that the total liability of the Company under the Transaction
Documents for payments in the nature of interest shall not exceed the maximum lawful rate
authorized under applicable law (the “Maximum Rate™), and, without limiting the foregoing, in
no event shall any rate of interest or default interest, or both of them, when aggregated with any
other sums in the nature of interest that the Company may be obligated to pay under the
Transaction Documents exceed such Maximum Rate. It is agreed that if the maximum contract
rate of interest allowed by law and applicable to the Transaction Documents is increased or
decreased by statute or any official governmental action subsequent to the date hereof, the new
maximum contract rate of interest allowed by law will be the Maximum Rate applicable to the
Transaction Documents from the effective date thereof forward, unless such application is
precluded by applicable law. If under any circumstances whatsoever, interest in excess of the
Maximum Rate is paid by the Company to Purchaser with respect to indebtedness evidenced by
the Transaction Documents, such excess shall be applied by Purchaser to the unpaid principal
balance of any such indebtedness or be refunded to the Company, the manner of handling such
excess o be at Purchaser’s election.

5.18 [Intentionally Deleted]

5.19 Saturdays, Sundays, Holidays, etc. If the last or appointed day for the taking of
any action or the expiration of any right required or granted herein shall not be a Business Day,
then such action may be taken or such right may be exercised on the next succeeding Business
Day. '
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5.20  Construction. The parties agree that each of them and/or their respective counsel
have reviewed and had an opportunity to revise the Transaction Documents and, therefore, the
normal rule of construction to the effect that any ambiguities are to be resolved against the
drafting party shall not be employed in the interpretation of the Transaction Documents or any
amendments thereto. In addition, each and every reference to share prices and shares of Common
Stock in any Transaction Document shall be subject to adjustment for reverse and forward stock
splits, stock dividends, stock combinations and other similar transactions of the Common Stock
that occur after the date of this Agreement.

5.21 Exculpation of Purchaser. Notwithstanding anything to the contrary contained
herein, the Purchaser’s Affiliates, partners, the pariners or members of such partners, the

shareholders of such partners or members, and the trustees, officers, directors, employees, agents

and security holders of the Purchaser and the partners or stockbolders of the Purchaser assume
no personal liability for any obligations entered into on behalf of the Purchaser and its individual
assets shall not be subject to any claims of any person relating to such obligations. The
provisions of this Section 5.21 shall survive each Closing and any termination of this Agreement.

522 WAIVER OF JURY TRIAL. IN ANY ACTION, SUIT, OR PROCEEDING
IN ANY JURISDICTION BROUGHT BY ANY PARTY AGAINST ANY OTHER
PARTY, THE PARTIES EACH KNOWINGLY AND INTENTIONALLY, TO THE
GREATEST EXTENT PERMITTED BY APPLICABLE LAW, HEREBY
ABSOLUTELY, UNCONDITIONALLY, IRREVOCABLY AND EXPRESSLY WAIVES
FOREVER TRIAL BY JURY.

523 Drafting. The parties hereto acknowledge and confirm that each of their
respective attorneys has participated jointly in the review and revision of this Agreement and that
it has not been written solely by counsel for one party. The parties hereto therefore stipulate and
agree that the rule of construction to the effect that any ambiguities are to be or may be resolved
against the drafting party shall not be employed in the interpretation of this Agreement to favor
any party against another.
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IN WITNESS WHEREQF, the parties hereto have executed, or as the case may be, have
caused this Securities Purchase Agreement to be duly executed by their respective authorized
signatories as of the date first indicated above.

THE COMPANY:
IMAGING DIAGNOSTIC SYSTEMS, INC,, A Address for Notice:
FLORIDA CORPORATION

1291-B NW 65TH PLACE
FORT LAUDERDALE, FL 33309

Fax: 954-979-2420

With a copy to (which shall not constitute notice):

Carlton Fields Jorden Burt P.A.
4200 International Place

100 SE 2nd Street

Miami, FL 33131

Attention: Robert B. Macaulay, Esq.
Telephone:

PURCHASER:

VIABLE INTERNATIONAL INVESTMENTS, LLC, Address for Notice:
A FLORIDA LIMITED LIABILITY COMPANY
1221 E. ROBINSON STREET

ORLANDO, FL 32801

By: X //F%J/" 3'({ é /27/ 20{5P Fax; 407-706-1378

Name: [jXin thh
Title: HM‘i‘tr‘

With a copy to (which shall not constitute notice):

Robert Q. Lee, Esq.

Foley & Lardner LLP

111 North Orange Avenue, Suite 1800
Orlando, Florida 32801

Telephone: 407-423-7656

Fax: 407-648-1743
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COMPANY REPRESENTATIVES:

Address for Notice:

1291-B NW 65TH PLACE

% / % FORT LAUDERDALE, FL 33309
Fax: 954-979-2420

Allan L. Schwartz, Indm%

With a copy to (which shall not constitute notice):

Carlton Fields Jorden Burt P.A.
4200 Intermational Place

100 SE 2nd Street

Miami, FL 33131

Attention: Robert B. Macaulay, Esq.
Telephone:

Address for Notice:

1291-B NW 65TH PLACE
FORT LAUDERDALE, FL 33309

M@M f Fax: 954-979-2420

a B. Grable, Individually

With a copy to (which shall not constitute notice):

Carlton Fields Jorden Burt P.A.
4200 International Place

100 SE 2nd Street

Miami, FL 33131

Attention: Robert B. Macaulay, Esq.
Telephone:
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Address for Notice:

1291-B NW 65TH PLACE
FORT LAUDERDALE, FL 33309

/M% (27/uks pa

Rlchard J Graﬁ /e/]’f Individually

With a copy to (which shall not constitute notice):

Carlton Fields Jorden Burt P.A.
4200 International Place

100 SE 2nd Street

Miami, FL 33131

Attention: Robert B. Macaulay, Eeq
Telephone:
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Annex A
CLOSING STATEMENT
Pursuant to the attached Securities Purchase Agreement, dated as of the date hereto, the
Purchaser shall purchase $ of Preferred Stock from Imaging Diagnostic Systems
Inc., a Florida corporation (the “Company™). All funds will be wired into an account maintained
by the Company. All funds will be disbursed in accordance with this Closing Statement.

Disbursement Date: , 2014

I. PURCHASE PRICE

Gross Proceeds to be Received $

I1. DISBURSEMENTS
$
$
$
$
$

Total Amount Disbursed: 3

WIRE INSTRUCTIONS:

To:

To:
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SCHEDULE A-1 |
COMPLETE LIST OF OFFICERS AND DIRECTORS

Richard J. Grable ll, President, Director

Deborah Syke, Senior Vice President

Elizabeth Shotmeyer, Director
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SCHEDULE A-1 (3.1g)
MANAGEMENT SHARES

Security Ownership of Certain Beneficial Owners and Manade
Schedule A-1 (3.1.9) gement o L
Date: May 27, 2014

Shares Qutstanding 9,818,848,208

Stock Price £ 0.6001

Total Market Vajue $ 981,884.82

Name and Address #of Sharas Owmed

Linda B. Grable (1) 320872615

Allan L Schwartz (1) 760,293

Deborah Syke () 3220

EaheR L SRS eer T3 200

Wichaet Addley (4) AR 0 S I I U I

Richard.J. Grable it {5) 0
Aftiliate Tolal Shares 421502188
Affiliate Market Vdue $ 42 19022

........... Non-Affiliate: Total Shares 9,396,946,020

" Hon-Afflliate Market Valire s 439 6ud 6

Notes;

1)} Linda B, Grable & Allan L. Schwartz resigned their positions as officers’and difectors of the Company effective Warch 17, 2014,
. Ms. Grable and ifr, Schwartz will become non-affiliates 90 days fromthe effective dateof their resignations, June 19, 2014,
(7} Deborah Syke was formerly Deborah O'Brien. |
) Ellzabath J. Shotmeyer i the sole ndapendent diractor of thaCmnpany
4} Michasl Addley was formetly the COO of theCmnpsuny His employment agreement expired December 31, 2013 and was not menawed.
5) Richard J. Grable Il, the Company's fonmier Director of Marketing, was appointed President on March 17, 2014

6} There are no holders 'of 5% o more of the Company's Common Stack! | b i
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SHARE OWNERSHIP 5-27-14

| Imaging Diagnostic Systems, Inc.
. [ Schedule A-i 81y ;
Security Ownership of Certain Beneficial 0wne:rs and Mana .
Date: May 27, 2014 gement
Shares Outstanding Q848 248 708
% of O Shares | % of Gutstardin
# of Shares Gvined et #of Options| i Toal with quka ofComsmn """ 5 smg S
........ 320.672670 520 M 675 e
Ft. Lauderdale, FL 33308
‘Align L. Schwardz (1) 760,283 27 200 2 21,20 781 {61
T W ESH Pss ? LA _— (EaL
Ft. Lauderdale, £ 33358
Deborah S 1ke ) 3224 4804 - 104 oo % o
918 W B5H Hiace
Fi Uavderdale, FL4555¢6 4
! -

101,266,000 - - - TG0 268 (00 102% 1 024
iichael Addiey {4) 137588 260 26,666 - 20,6663 #5200 15455 T4
B NW ESH Plice
P Uatderdale, FLSSS o
Bighard §. Grable i &) - 15,460 15,469 G00% oA
S N BEHH Place e
F Canderdale, FLU3350%

ol [ e vicr .} 85704 - s T v BB EERH

i ~

{27 Dindia . Grable & Alkan L Schivwertz resigned el positions os Giticers Bnd directons of the Compaiy etfectiie March 17, 2044,
“mmﬁmwaﬂd”tsmizwlmwmﬂmﬁfﬁ“m 0 days from, fh&ﬁfm gate of their resiorations, June 15, 2014,

{2 Deboran Syke was formery Deborah OBren, | S A

33 E Rrabertti J. Shom&th&mmmm&mctorofﬂmmny !

[} Mmamq@ey was fontaily the COO of fhe Ov:rpm:y Hiamaumagreem expired December 31, 2043 and was not renewed,
_____ i Bddley fea non-aftifate person. S 1 1

Bl Richard J, Grabl , the Compan 'S former Director of Markating, wes upwm}ed President on March 17, 2014
1 Thors ara Ao holders of b or more of the Company's Gommon STock |
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SHARE OWN W-OUT ADDLEY 5-27-14

. Imaging Diagnostic Systems, Inc.
U] ] Schedule A-1 (3.1 g) 1' i
Share Uwnership by Principal Stockholders & Management
Date: May 27, 2014 : P
shares Qutstanding 9818 848,708 .
- . % of Ciitstaridinig Shares | % of Outstanding Shares

e and Address #ot Shares'Uwned | ¥ of Options” | #of UptionEs | Tota ¥ o1 | ™ ol With of Comirnon Sfck of Coricnon Siock

of Benglicial Qvmer. Beneficially, . | Curently Vested | Unvested | AR Ootions | Vestad Opfions | without Vested Opticns | with Vested Opiions
Tinda . Grabie (1) S EZRS 20,500 - 20,000° 32 BE2 675 kg 3578

TR BN BEh Pisce :

P Latderdale, FL 33300

AfiEn T St (3 e ok pANrY S Y81 485 T B8
{2ST-BNW b5l Place

Ft T Auderdafs, FL 33308 :

Deborah Syke (2 3228 13,604 - 13,804 16,624 6.00% 0.00%
1291-BNW 651 Place ' '

Fl Lauderdale, FL 33508

[EEE RN G R 100,255,500 Tp— > 160,258 660 TO5% ; T 054

Richard J. Grable H14) - 40,400 ) 10,400 0.450 T o0% [oReS
L R G I ™ | | —————————————————
E Tatderdale, FL 33809

Fotat 474,902,468 65,204 - "BBZ0A | A, 06T 307 4 5% 4508
r;gﬁdu B, Grakle &ﬂ;ﬂaﬂ L. Schwartz resigned their positions as officers and directors of the Company effective March 17, 2014,
S Grabie and. M, Schyrartz will become non.affiiates 90 days from the effective date of thefr resignations, June 15, 2014,

o LSt ks e T Spenagit o TS Sty

U Elizabett L Shotmever 15 the sole hdepe of : Y. L

3 Richard . rabte i the Company's former Director of Marketing, vas appolted Presideit of March 17, 2014
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SCHEDULE A-2
COMPLETE LIST OF ALL HOLDERS

The holders of IMDS stock are in two categories: registered holders and
NOBO and OBO holders, which stock is held in “Street Name” by their
respective brokers. The registered holder list is available for nominal
purchase from the Company’s transfer agent, Jersey Stock Transfer, LLC,
and the NOBO list is available for purchase from Broadridge Shareholder

Communications.

There are approximately 27,680 NOBO shareholders and the cost to obtain
the list is approximately $4,600 and will be provided on a CD-ROM.
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SCHEDULE 3.1(a)
SUBSIDIARIES

NONE
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SCHEDULE 3.1(g) CAPITALIZATION-DILUTION % OWNERSHIP REV 5-27-14

Imaging Diagnestic Systems, Ine
Schieduls 2 (b) Capitahization/Dimtion Table
Condidernal lnformarion
Hey Kay 272014
Hrsok Pries Inveiat of
Sizres, Anthortrad (1) 32 50, u | 08561 1 $EmAsen s §OEGT
H will yiskd commen
MaketCao sk iolifeg
 $8521ex frmad et Ondshadiag pe Can Report lsss shares psarved (9 glapm ont & B 2 HIA I
(Cap Rep ool 1350, 070, 7220 Tramstor ageat resacwnd 35 T24 £14)
Redhori md $bams Ry . I AR A6, T S OwmaTshig Afisr
; ot
YRR
Poteritial Now Shate ksiancas .
Haares Rosenved of siook epbioas (8 166 ATE
Yovesimend off
Stares R sarved for Jestos ) Cv PR Siook (6 FT) £3) 13,176 § -8R e
Bi'
Aodgieeal S Rasarved fof Sainn L Ow (P HOGE (58 P18 13 48 [ BT |
il piald comtance
Todad Bhares resarved for oo lives. sad Sasias L 3568 - GOk rasarusd 152 141 shumos folatieg
Fissarved X A2 5T
e rorarved for Redwood. gwogg&w!@@r@mmb& L] TG IIL B
Thres ratacved for A sher Eafarpotces Mol Terea Holfos W) % 571,400 566 S Chwm arsiilp X flnr
e rosadverd for Tasgiers vatipest Groog 0.7 s Melnt (4) BIGG B Imwssimpad
BNEk
T olad Res srved) Siaves ot 2f Jurser Book Traester LLE (4 X128 Bt
[ ok otk Dbl was comveeind 51 kv po Bkt EEBAR0E o GEERATTE AT R0 ©
tosm sact Osdxhunileg e 2l ISz oas A4 IS Pl 8
Awthori =d b s Recasbatg Folly Doated) (6] (24,116 16 248},

THECARTA LT ATIONDR UTOM TABIE W UET G5 READ B8 COMJRC TN WITH THE COLLOW DO CUIA EHT T OR CEIEDDLES:

JERAEY ETOCK T HABSFER CAPTT ALLZAT 100 REPORT DATED AHBRS14

Y 3 LOAM PAYVARLE SUHEDM E B34 FRIAL

atain& o tram Cag R@d?mﬁﬂaaﬁﬁmmlm sharat pessswed By Javsee &mrwweﬁgmm 509

{43 Atier 1600 rovsesa sgliis&imsammo& ] dmﬂtm&ipw shmrahuuhaef&lu‘l s e whakmas

o not cultbwating

L3 A sire prica et#m wars, manvel Lo ol omiedos b Fedad pole st Ksmzaon of smmswraleaawmuﬂu&ut! ?ﬁ.s&tx&ut (3L

Py wefn (0 1) 31 Eoam Dayable Sotaduls 62114 Fissd Tah 22, 63114 All Lsans Wastshand, Call D 1356

(8 The Comperny does: sot Bawe saftiooed aufusrioed shaans fo fuly conwet oF &6f lhe ol shamding comvertible datd
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Imaging Diagnostic Systems, Inc.

~ Schedule 3 _(-B)_‘CapitalizationfDﬂi:Eion Table

I

Confidential Information

Rev. June 26, 2014

- Stock Price | Investmentof |
Shares Authorized (1) 20,000,000,000 5 0.0001 | $6 million at $0.00007
) ) will yield common
3 - _ MarketCap. |  sharestotaling |
[ Shares Issued and Outstandi mg on Cap Report less shares reserved (2) 89,81 8.855_2‘2_8___?; 981,885
{Cap Report'!:! 200,076 ?22— Transfer T agent ¢ mserved 3,381,228,514) N
 Authorized Shares Remaining - 10,181,151,792 | I
Potential New Share Issuances ) B
Shares Reserved for stock options (3) 155,475 T
i R Investment of
Shares Reserved for Series L Gv. Pfd. Stock (20 Pfd) (3) 13,175 $ 2,500,000
at
Additional Shares Reserved for Series L Cv. Pfd. Stock (20Pfd)(3) | 13491 $ 0.00007
o will yleld common
Total Shares reserved for options and Series L conversion - book reserved 182441 _shares totalin
- _ Reserved 35,714,2685,714 |
Shares reserved for Redwood Management Short-TermMNotes (4 | B 310,228,514
Shares reserved for Asher Enterprises Short-Term Notes {4) ~ 2 ,”ST‘I,GD'O.BIJD % Ownership After
Shares reserved for Tangiers Investment Group Short-Term Notes (4) 200,000,000 Investment
' ' - 78.44%
Tgt_q! Reserved Shares held at Jersey Stock Transfer LLC (4) 3,381,228, 514 B )
{ifall Convertible Debt was converted at hypothetical $0.00605 as of 5/31/14 (5) 34197880000 | e
Issued and Outstanding after all issuances i 44.,016,910,348 B

Authorized Shares Remaining (Fully Diluted) (6)

{24,016,910,349)

THIS CAPITALIZATION/DILUTION TABLE MUST BE READ IN CONJUNCTION WITH THE FOLLOW DOCUMENTS OR SCHEDULES:

JERSEY STOCK TRANSFER CAPITALIZATION REPORT DATED 6/26/2014

IDSI LDAN PAYABLE SCHEDULE 5-31-14 FINAL

NOTES:

(1) Jersey Stock Transfer Capitalization Report dated 4/16/2014

(2) Total 1 & O from Cap Report Page 27 dated 4/16/2014 less shares reserved by Jersey Stock Transfer of 3,381,228, 514
(3} After 1:500 reverse split 182,140 shares book reserved at value of $.0001 per share. Total value of $18.21 is De m!mmus

{4) Reserved shares are issued with restricted legend and held by Jersey Stock Transfer and deemed notvoutstandmg

(5) A share price of $.00005 was used to calculate the total potential issuance of shares for all convertible debt of $1,709,894 as of 5,'3“4_' '

Please refer to IDSI Loan Payable Schedule 5-31-14 Final, Tab #2, 5-31-14 All Loans Worksheet, Cell D 1396

(6) The Company does not have sufficent authorized shares to fufly convert all of the outstanding convertible debt




Capiltalization Report

82 Imaging Diagnostic Systems, Inc Authorized: 20000,000,000
Changes Capitalization
ShareHolder Date  Description Frea Legend Free Legend Yotal
8Gi Group, LLC 02/27/2014 1ssus Per O/S Attornay Letter Dtd 2/13/2014 <T4! 274,988,800 0 6,283,667,715 4,324,492,573  10,608,160,288
imaging Diagnuostic-Tanglers 4 03/05/2014 Issus to Reserve Per Company Letter-T4533 [1] 21,052,632 6,283,667,715 4,345,545205  10,629,212,920
Tanglers investment Group LLC  03/06/2014 Transfer from Reserve 4 for $20,000 Conv Note 421,052,632 421,052,632 6,704,720,347 3,924492573 10,629,212,920
112358 Factor Fund, LLC 03/13/2014 l1ssus Per 0/S Altorney Letter Did 3/5/2014 -T45( 540,000,000 0 7,244,720,347 3924492573 11,169,212,920
Black Arch Opportunity Fund LP 03/13/2014 Issue Per O/S Attorney Letler Did 3/12/2014 -T4! 146,856,202 0 7,391,576,549 3,924,402573 11,316,069,122
SGi Group, LLC 03/17/2014 lssue Per O/S Altomey Létter Did 3/12/2014 -T4! 448,530,400 0 7,840,106,949 3924492573 11,764,599,522
SGY Group, LLC 03/24/2014 Issue Per O/S Attornay Lelter Did 3/20/2014 -T4: 449,143,600 0 8,289,250,549 13,924,492573 12,213,743,122
Levin Consuiting Group, LLC 03/31/2014 1ssus Per O/S Attormay Letter Did 3/20/2014 - T4 175,665,000 0 B5,464,915549 3924492573 12,380,408,122
Levin Consulting Group, LLC 03/31/2014 issue Per O/S Attomey Lelter Did 3/20/2014 -T&! 810,668,600 0 9,275584,149 3924492573  13,200,076,722
Page 1

Report Date: 06/28/2014




SCHEDULE 3.1(i)
MATERIAL CHANGES; UNDISCLOSED EVENTS

The Company has suffered massive operating losses and increased debt
since June 30, 2012, which have resulted in Material Adverse Effects on
the Company. See Schedule 3.1(aa) re Indebtedness.

There exist no undisclosed events.
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SCHEDULE 3.1(j)
PENDING LITIGATION

(j) = Litigation.

The Company has been served with a lawsuit seeking damages in the
amount of $714,063 initiated by York Huang, a holder of convertible
promissory notes which are in default. Mr. Huang sold some of his
promissory notes to third-party investors who converted the notes and sold
the common shares into the market. Mr. Huang is represented by Thomas
R. Ray, Esq. of the law firm Holbrook, Akel, Cold, Stiefel & Ray P.A. in
Jacksonville, FL.

The Company has received a draft Summons and Complaint filed by West
Publishing Corporation d/b/a West, a Thomson Reuters Business in the
amount of $23,106.94 for EDGAR filing services and software. Thomson
Reuters is represented by Michael Etmund, Esq. of Moss & Barnett, P.A.

We engaged Attorney Greg Medalie of Fort Lauderdale to respond to
threatened litigation by Fort Lauderdale Business Plaza, the owner of our
previous leased facility. We owed $82,029.37 in rent and our lease was
expiring in September 2013. The leased premises had two defective roof
top air conditioners and it was unbearable to work in the front half of the
building. The landlord refused to fix the air conditioning units and we did not
renew the lease. Our counsel, Mr. Medalie prepared a settlement
agreement for $29,000 to be paid in installments but the landlord has not
responded. The matter is still pending.

in the matter of Securities and Exchange Commission (SEC) v. Imaging
Diagnostic Systems, Inc. Linda B. Grable and Allan L. Schwartz, Case No.
13-CV-62025-Rosenbaum/Hunt, the Company settled this case on January
6, 2014 pending acceptance of the settlement by the Commissioners of the
SEC. There were no civil penalties assessed against the Company.
Ms. Grable and Mr. Schwartz each agreed to a civil penalty of $150,000.
Final Judgments were entered pursuant to the settlement agreement on
March 17, 2014.
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The SEC instituted an administrative proceeding on May 8, 2014 regarding

- the Company'’s failure to file its Form 10-K for fiscal year June 30, 2013 and
its three most recent quarterly reports on Form 10-Q. In this proceeding,
the SEC seeks deregistration or suspension under the Securities Act of
1934.
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SCHEDULE 3.1(1)
COMPLIANCE

The Company is in default of its Installment Payment Plan with the IRS for
payroll taxes. The total amount due for 941 and 940 payroll taxes, interest
and penalties is $1,574,092.82. The Company has engaged Attorney Ira
Zuckerman of Zuckerman and Mata, LLC of Hollywood, FL to represent the
Company in this matter. |

The Company is in default of all of its Convertible Promissory Notes in the
total amount of $1,707,894 as of May 31, 2014 (Principal, Interest and
premium) held by 21 individuals or entities.
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SCHEDULE 3.1 (n)
TITLE TO ASSETS

The Company discontinued maintaining an asset register when
substantially all of its property and equipment became fully depreciated.
The Company reported total property and equipment of $126,202 in its
balance sheet for the fiscal year ending June 30, 2013. This amount
included CTLM® systems that were re-classed from inventory to clinical
equipment. All new equipment purchased will be listed in an asset register
and a depreciation workbook will be maintained.

The Company leases a Canon copier from Marlin Business Bank and
leases a reverse osmosis water purification system from Time Payment
Corp. ' -

54



SCHEDULE 3.1 (o)

IDSI US INTL PATENTS AS OF 6-30-13

Imaging Diagnaostic Systems, Inc.

US. Patents & Patents Pending

| Rev. GO/

hdnnﬂimsiw sigwing pafenis;

First, go ln Wqﬂugmr

T

(Mexdt, scroll down and under * Searching Full Texd pafents ( Since 1976
. Click on "Patent Number Seanch”™. o1 use the following link:
T hiipsipatit us pto gownetitmi P TOfschum him
Last, enter the patent number with oF without commas. " -
pPabnt
Paloat# Caso & Patnt & Patoest Dadn : Exn. Dsto
“‘“Wﬁh%wgw o NS AR S 7
1 Ercionis & lnagh 6356 56492511 1121087 [ BITA0IS
2 i(Petient Suppodt Stockae ) b agaiie B Riove BI%-US B185580 ¢ 227001 i 7R12018
3 DEgnostic TomographIC LE6ss Image g ADpeniE BEES 652,042 117003 | 822700
i =]
L Onfof Beleg Sconned 65581 6044288 APATM0 | 1162017
TR O ST O A
fomp et Betwy Sranned 280 £ LIMEG FEEeoon fom
5  imeObject Smilie 554 £.029.077 222000 i 1162017
] malEsr
3 5124 £.150,600 TURN2000- § 1WIS2017
7 B2 6331700 1P1E001 | 15220
8 65734 6,100,520 LAN000 P 1142017
9 E5733 £211,512 L3001 | TRIRED
‘—"‘o—zm‘wmﬁm o s Ll Loioo ol it
E O N O
11 Em wih &L ey loa g AspaEhie BETLA 6130958 10103000 | 12T
i T A AT O B O NS RS
12 iBhaio Canesr ok 6647 5952664 MBS | thEROIR
la I A N e T
13 Bid to Cancer Catls BE4T-US 6593257 WN72004 | 10H2021
"o el 633,216 50002 1 11ENI01B
15 iDevice For Beet knagieg 6107 6571116 saTeas | smoom
t TR R B
16 iDewice ForBesst n% £597-1 6,738,655 SBT004 | aeams
I bt e prov EW e W
T Lﬂn;m 7205 6681,130 1202004 | aM47022
L F] TEY TEES TR T 3R |
MHEEW
19 7305 TASE L TWMI06 | 11T
n 73354 7212648 SHA0T | SAsREM
P A Y R T TR U
n + oot LR DFect DIgRDeion of Bha 7868 TALE 675 A28 | 11102025
N2 Paikent PosEmisg I a L3t Apaiatoe 7486 077711 8272007 | aoTomS8
i Pakents Abandoned
S
For [ Pabat £ Psieeri Dats
2 Preavm for Ogtical ano Nagretc Resonence BELE 667 S0/ ANansees 162004

(g Cue Ry Coniod
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U.S. PATENT & STATUS DETAILS

4850-3599-9516.2

3 L
Imaging Diagnostic Systems, Ino,
U.S, Patents & Patents Pending
Rev: June 3y, 2013
PCT Appl. For Case # Serisl # Fiting Dale Patant#® Patent Date tevven tor Stakus Exp. Date
Yes Disgnostic Tomographic Laser Imaging Apparatss BISE 08/484,904 671995 565251 122/1997 |R. Grabla Lie To 105} TS
(Elecronies & imaging)
Yes Diagrsstic Tomegraphie Lacer imaging Apoaraius B356-US 08/952,821 TREHTE 8,195,580 2272001 R, Grable Assign IDS! TII2018
(Patlent Suppont Structure) In addition o above
Dingnmﬂé Tomegraphic Laser Imagling Apparsiis BIZX2000 B.esz04a2 12872003 A Grable Assign 1081 | &2A2020
Disgnostic Tomagrephic Laser Imaging Apparaiss 14452003 Atandoned
PCT Appl. For Case® Serkl # Filing Date Paient# Patent Date fnvenior Status Exp. Date
b Device jor Detarmining the Contour of the Surface B558.1 08565, 148 11/6M1997 8,044 788 34282000 R, Waka Aszign 1081 H2nT
of an Objest Baing Scanned R, Gratle
D. Rohler
PCT Appl. For Case # Berial # FHing Date Patent# Patent Date {invven S0 Satus Exp. Date
Yes Device kor D atermining the Perimater of he 85581 03/985, 149 1181887 6028077 222000 1R Wake Assign IDS! 11!8&01'{ 5
Surfpce of an Oblect Belng Seannad snd for R. Grable
Limigng Reflection from the Object Sufece D. Rohlr
PCT Appl. For Case# Serial # Filing Date Pabont# PatontDate |  Inventor Status Exp. Date
No Dais Acguis itlon Technikue ag70 £0/032.582 111251500 Abandoned R, Wake Assign IDSI
R, Grable
FCT Appl, For Case# ‘Serial # Filing Date Palent# Patent Date Tvenior Etajus Exp. Date
Mo Dats Acguls flon Technlque Using Wall Eve o571 B3/032 503 11/2% 1538 Abandoned A Wake Asgign [DB]
...... R. Grable
PCT Appl For Case# Serial # Fliing Date Patant# Patent Date Inventor Stafus Exp, Date
Mo Datmctor Asr gy with Verleble Amplifiers for Use 85721 03/973, 328 11/2001 897 3,150 840 1472172000 [R, Wake Assign 1081 | 14282017
In 3 Laser imaging Device R, Grabtls
Sty
€
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Imaging Diagnostic Systems, Inc.
U.S. Patents & Patents Pending
Rev: June 30, 2013
PCT Appl. For Case# Serial # Filing Date Patent# Patent Date Inventor Sfatus Exp, Date
Mo Detector Array with Varisbie Amplifies for Use 85722 fomiz244 11152000 #,331.700 12/18/2001 |R. Wake Assig! S | PS2020
ina Laser imsging Devics R. Grable
Sas vy
PCT Appi. For Case # Serial # Fiiing Date Patent# Patent Date frvven tor Slatus Exp, Date
Yes  |DeeciorAmrayforUseinsleserimagng - o571 08363700 i 1141997 6,100 520 B/200 |R Wake  {Assign IDSI | 112017
Apperatus (Singla Row of Detectons) R. Grable
PCT Appl. For Casa¥ Sarial # Filing Date Patent# Paient Date |  Inventor Stats Exp, Date
No Detedqtj\_rrﬁy for Use in aLeser Imaging 8732 U027, 148 TIZTIZ000 8,211 512 432001 IR, Wake Assign 1051 ?mqggb__
Appa-atﬂtf_(W]dnEya-z or mare rows of Detectors) R. Grable
PCT Appl. For . Case ¥ Serlal ¥ Filing Date Patents# Patent Date nvesfor Status Exp. Date
Mo Detector Array for Use In a Leser imaging 85733 OBV816, 375 H2H2001 7977619 THZZ011 (R, Wake Assign 1DS] F2manz
Apper stus (FleetSye) R. Grabie
PCT Appl. Far Case# Serlal # Fillng Dade Patent# Patent Date Levvess b Status Exp, Date
Yes Method for Recons ructing the image of an Object B574-1 08/978.624 111281897 B.130 858 10/10/2000 1D, Rohle Asslgn IDS( | 1w282017
Scanned with a Lsser imaging Apparstus STy
5. Ross
PCT Appl, For Case# Serial # Filing Dale Patent# PatentDate |  nventor Status | Exp. Date
Yes Laser lmaging Apsaratus Using Blomedical Ba4T 00008 477 1181958 5,952,684 HEH1E0  |R. Weke Assion [0S | 1162018
Markers That Bind to Cancer Calls R. Grable .
| PCT Appl. For Case # Serlal # Filing Date Patent# PatentDate | Imventor Siatux | Exp. Daie
Laser irmaging Apperats Using Blomedicsl ae47-Us 09986730 Q71,2001 8,063 287 1/1712004 Assign 1DS! Tor202
Markers That Bind 1o Cancer Cals N
PCY iyt b Case# Serisl# | FillngDale | Patents PatentDate | Inventor | Status | Ewp. Dale
___________________ ka3 er imaging Apparatis Using Biomedica! E847.5-1 10/778324 H17r2004 Absndoned
Markers That Bind to Cancer Cells ]
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Imaging Diagnostic Systems, Inc.
U.S. Patents & Patents Pending
Rev. June 30, 2013
PCT Appl. For Caso# Serial # Filing Date Patentd PatentDate | Inventor Status | Exp.Date
No Phaniom for Opticel end Magnetic Resonance 6843 05/098,821 121998 Abandoned 1672004 |R. Grable | Assign 0S|
0. Hail
\maging Quality Conrel Old patert #E6T5035
S, Ponder
G. Porter
P. Jackewlcz
PCT Appl, For Case® Serial # Fifing Date Paients PaentDate | loventor Status | Exp, Date
Pruentorn for Optical snd Magnetic Rescoance 0481 0909809 10/4/2001 Arandaned
Imaging Quality Conrol
PCT Appl. For Case ¥ Serlal # Filing Date Patent# PatentDate | Inventor Status Exp. Date
Yes | Time-Resolved Breastlmaging Device 8707 09/190, 440 | 117251908 6,338,218 252002 |R. Wake Assign D8] | 14/282018
PCT Appl. For . Case# Serial ¥ Filing Date Patent# PatentDate | Inventor Status | Exp. Dale
Yes Time Resoled Bress t imaging Device 6707-1 104038001 ‘ Abandoned R. Wake
PCT Appl. For Case # Serial ¥ Filing Date Patent# PateniDate | Inventor Stafus | Exp. Date
Yes CCD Array Used as a Mulipie Detedor 6825 80/118,745 2/4/2000 Abandoned R Wake
D. Hall
R. Grable
PCT Appl. For Case # Sorizl ¥ Filing Date Patent# Paient Date Irvwen for Satus Exp. Date
Yes Suppres sion of Optical Refiections Ia Medics! 63396 0829, 443 4142001 Abardoned
_PCT Apopl, For Case Sorial # Fillng Date Patent# Patent Date | Inventor Status Exp. Date
Yes Multiple W avelength Simultenecus Data 8387 09/881,437 592001 6,671,118 BZ72003  |R. Wake Assion IDSI | 9021
Wb‘fb‘l Davice For Brwttmashg R Grabie 1
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Imaging Diagnostic Systems, Inc.
U.S. Patents & Patents Pending
Rey: June 30, 2013
PCT Appl, For Case® Sarlzl # Filing Date Patent# Paterit Date Jrvven for Status Exp. Date
Mutiple W avelength Simultanecus Deta B987-1 10/414.235 41672003 B, 738 658 571872004 R, Wake Assipn OS] 182023
Actuslition Device For Bress | Imeging R, Grable
PCT Appl For Case ¥ Serial # Filing Date Patent# Patent Date |  laventiod Status Exp, Date
Mo Use of Flourescen Dye to Faciitate Surgery 7035 Qg2 962 872001 Abandoned 1 .
PCT Appl. For Case¥ Serial # Fiting Date Patent# Patent Date | _inventor Statys | Exp. Dabe
Yes Method for Impraving e Accoracy of Dals 25 o071 142002 8,831 130 1202004 Assign DS | 4472002 |
Obtsined in 8 Laser Imaging Appa aius
PCT Appl. For Case¥ Serlal # FHing Data ?ﬁwt# Patent Date inventor Sintus Exp, Date
No Breast Pos foning in @ Leser Tond 1512826848 1152002 7254 BEY TTAT200T Assion DS | 14/132022
PCT Appi, For Case# Serial # Filing Data Patent# Pafent Date |  Inventor Sigius Exp, Date
No Folded Cotles | ableton by} plfi:cers: vl 212004 Abandoned
FCT Appl. For Case# Serial # Filing Date Patent# Patent Date tventor Status Exp. Date
o L EOnomatnic 1ebeinp Wit Folded Opliee frsch 10 HES 480 64 Atardensd
PCT Appl For Case# Sevial # Fitlg Date Patent# PateniDate vven for Status Exp, Date
Optical Computed Tomagrenty Scanner T35 10717, 989 147242003 7188274 12/28/2008 (R Wake Assign IDS! | 19212023
for Smell Labor atory Animals
PCT Appl, For Case# Borial & Filing Date Patent# Patent Date rven bov Status Exp, Date
Optical Computed Tomograply Scanner 73251 10852850 5282004 7212848 172007 |[R Wake Assign IDSI B252024
for Smull Leborstory Animals
PCT Apind, For i Case# Serial # Filing Date Paient# Patent Date | invenior Stafus Exp. Dabe
Apper mus and Method for Acouiring Time-R o5 ohvad 758 11/210812 TITV2008 T 440875 112008 (R, Wake Assign IDS1 | 11102028
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Imaging Diagnostic Systems, Ine.
U.S. Patents & Patents Pending
Rev; June 30, 2013
Massurements Utkzing Drect Digitilization of the 8. Fonder
Terporel Polnt Spread Function of the Defected Light
PCT Appl, For Case# Serial# | Filing Date Pahent# PatentDate | Imventor Stats | Exp.Date
Defecting Breast Cances 7467 117522523 H16/2000 Abendoned R. Wake
PCTAppL | ) For Case ¥ Serial # Filing Daste Patenty# PatentDate | investor Status | Exp. Date
Enhanced Signal to Nolie 7458 117512246 W3NZ006 | Atandoned R. Wake
PCT Appl., For Case# Serlal # Filing D ate Fatents PatentDate | Imventor Status | Exp.Date
Varisble Scanning Parameters 7474 117542842 /2008 | To Be Aburdoned R Wake
PCT Appl. For Casa ¥ Sevial # Filleg Date Pateni# Patent Date levwian bor Stafus Exp, Date
Patient Pastioning in  Laser Apparstus 7489 11/542642 V172007 8,027,711 NZIZ01T |S. Joras Assion IDSI | 272028
E ouit
R. Wake
PCT Appl, For Case # Serial # Filing Date Patent# Patont Date | Inventor Statvs Exp. Date
Dedicated CT Stanner 7513 1140453 | Jr2ez2o0e Abangdoned R, Wake
PCT Appl. For Case # Serimi # | Filing Date Patenti Patent Date | inventor Status | Exp. Date
Dedicated CT Scanner 75131 1 4/50 8861 2242006 Absndoned R Wake
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. + o : :
Imaging Diagnostic systems, Inc.
International Patents and Patents Pending
# For Case # Couniry/Region Serial # Filing Date Patent # Patent Date
1_|Diagnostic Tomographic Laser Imaging Apparatus 6356-AU Ausiralia 25998/95 711071995 712849 1111801999
2 [Diagnostic Tomographic Lazer imaging Apparatus BH356-CA Canada 2273606 7110/1995 2223606 167772003
3 |biagnostic Tomographic Laser imaging Apparatus 6356-CA-1 Canada 2440706 741071995 Abandoned
4 |Dmagriostic Tomographic Laser Imaging Apparatus 6356-CN Chira 95187940 771071995 Z1 95197940 SHO2004
5 |Diagnoshic Tomographic Laser imaging Apparaius 6356-EP Evrope 95976136.3 711071995 DE37649 12102003
6 __|Diagnostic Tomographic Laser imaging Apparatus 6356-FP-1 Europe EP 03024779.5 10/31/2003 1389441 33072008
7 iDiagriostic Tomographic Laser Imaging Apparatus 6356-JP Japan 5-500394 711071995 Abandoned
Device for Determining the Contour of the Surface of an
8 |Object Being Scanned i B6558-EF Eiirope 979481355 14711897 1003418 71412004
Device for Determining the Coatour of the Surface of an
9 |Object Being Scanned 6558-HK Hong Kong 00107616.9 11282000 HK 1028508 12172004
10_|Detector Array for Use in a Laser imaging 6573-EP Europe 979514353 1112801997 Abandoned
11 |Detector Array for Use in a Laser imaging 6573-HK Hong Kong 00107617.8 1172812000 Abandoned
HMethod for Reconstruchng the Tmage of an Obsect
12 {Scanned with a Laser Imaging Apparafus 6574-EP Europe 879541331 1172871997 1005286 71282004
— {Hielhod Tor Reconstrucling the Image of an Objed
13 |Scanned with a Laser imaging Apparatus 6574-HK Hong Kong 00107618.7 11728/2000 HK 1029508 12£31/2004
Laser imaging Apparafus Using Bromedical Markers That
14 {Bind to Cancer Cells 8647-AU Australia 34493-99 41111998 775869 752004
Tazer Imaging Apparatus Using Biomedical Markers That
15 |Bind to Cancer Celis 6647-CA Canada 2379288 11/6/2001 2,373,288 3/30/2004
Uaser Imaging Apparatus Using Biomedical Markers That
16 {Bind fo Cancer Cells 6647-CN China 99816608.1 107312001 121 998 16608.1 711172007
Laser Imaging Apparatus Using Biomedical Markers 1 hat
17 |Bind to Cancer Cefls 6647-EP Europe EP 999161136 47111989 1181511 6152005
Lazer imaging Apparafus Using Biomedical Markers Thaf
18 |Bind to Cancer Cells 6647-EP1 Europe 040196792 Pending
Laser Imaging Apparatus Using Bromedical Markers T hal
19 |Bind to Cancer Cells 8647-EP Germany EP 999161136 47111998 DEG9925869T2 5442008
Laser imaging Apparatus Using Biomedical Markers That
20 |Bind to Cancer Celis. 6647-HK Hong Kong 02105047.0 7162002 HK10434808 1127120086
21 Time-Resotved Breast imaging Device 6707-CA Canada 2309214 1115/1998 2309214
22 {Time-Resolved Breast Imaging Device 6707-CN China 988115026 SI2412000 Abandoned
23 |Time-Resolved Breast Imaging Device 6707-EP Europe 989586821 11£25/1988 Abandoned
24 |Time-Resolved Breast Imaging Device 6707-HK Horxy Ko 01101586.7 352001 Abandoned
25 |Time-Resolved Breast imaging Device 6707-JP Japan IP-201742 1171511998 Abandoned.
26 |CCD Ammay Used as a Mulliple-Defector 6825-CA Canada 2360129 21442000 - Abandoned
27 {CCD Array Used as a Mui] {ector 6825-CN China G0B0S682.X 9282001 Abandoned
28 |CCD Amay Used as a Mulfiple-Detector 6825-EP Europe 00909894.8- ?77? Abandoned
28 1CCD Array Used as a Mulfiple Deteclor €825 HK Hong Kong 2103695 51672002 Abandoned
30 JCCD Amay Used as a Mulliple-Delector 6825-JP Japan 2D00-587344 8/6/2001 Abandoned
Suppression of Oplical Refiections In Medical Opftical
31 {imaging Scanner 6396-CN China 01807953.9 101112002 Abandoned
Suppression of Dplical Reflections Tn Medical Uplical
32 {imaging Scanner 8096-EP Europe EPO183D422 9 1111212002 Abandoned
Suppression of Oplical Reflections Tn Medical Optical
33 |imaging Scanner 8996-HK Hong Kong 03105055.8 71212003 Abandoned
Suppression of Optical Reflections In Medical Optical -
34 |imaging Scanner 6996-UP Japan 2001-575886 10/8/2002 Abandoned
Muliple Wavelength Simultanesus Dafa Acquisiion
35 |Device For Breast imaging 63897-CN China 01809326.4 111142002 2L01809326.4 1143072005
Multipfe Wavelengih Smultaneous [Jata Acquisiion
36 iDevice For Breast imaging 6997-EP Europe EPO1937174.9 121542002 Absndoned
Hufiple Wavelengih Simulianesss Data Acquistion
37 |Device For Breast Imaging 6897-HK Hong Kong 3105728.5 81172003 Abandoned
WMuftiple Wavelength Simulianeéous Data Acquisiion
38_|Device For Breast Imaqging 6997 JP Japan 2001-581673 11/8/2002 Pending

B e L e
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IMAGING DIAGNOSTIC SYSTEMS, INC.
Schedule 3.1 (aa) Outstanding Secured and Unsecured Indebtedness

Description of Debt Total
Accounts Payable $ 885,636.00
Loans Payable S 1,709,894.00
Accrued Payroll Payable-Cument S 757,383.00
Accrued Payroll Payable-Fommer $ 430,283.00
Internal Revenue Service $  1,396,691.00
TOTAL $  5,169,887.00

NOTE: AMOUNT OF DEBTPRESENTED
ARE BEFORE DISCOUNTS, ADJUSTMENTS
AND DEBT EXTINGUISHMENTS.

Errort Unknown document property name. ‘ 62
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SCHEDULE 3.1 (ee)
ACCOUNTANTS

The Company’s independent registered public accountant is:
D’Arelli Pruzansky, P.A.

7280 West Palmetto Park Road

Suite 308-N -

Boca Raton, FL 33433

561 756-9250
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SCHEDULE 3.1 (ff)
SENIORITY

The Company has issued and outstanding 20 shares of Series L
Convertible Preferred Stock held by Global Imaging Technologies, LLC.
The stated value per share is $10,000 and the total principal value is
$200,000. The Holder can convert to common shares at any time. As of
June 18, 2014, The Company has not received a conversion notice or
request for redemption from the Holder. The Series L Preferred Stock is
not senior to the Series M Preferred Stock.

All indebtedness of the Company is prior to the Preferred Stock in right of
payment. -

’ 64
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SCHEDULE 3.1 (jj)
REGULATION M COMPLIANCE

NONE

A 65
4850-3599-9516.2 »



SCHEDULE 3.1(li) 2012 NS STOCK OPTION PLAN 8-08-12

IMAGING HAGROSTIC SYSTEMS, INC.

2012 NON-STATUFQRY STOCK OPTION PLAN

L PURPOSE OF THE PLAN

This 2012 Non-Statutory Stock Option Plan (the “Plan™} is intended to promots the interests of Imaging Disgnostic
Systems, e, a Florida corporation (e “Company ™}, by providing (i} key employees (Including officers and
directors} of the Company (or its parent or subsidiary corporations) who contribute 10 the management, growth and
financial success of the Company (of its parent or subsidiary corporations) and (H) consuliants and ather
mdependent advisars who provide valusble services to the Company (of its parent ar subsidiary corporations) with
the opportinity to acquire-a propriefsry intorest, or otherwise increasc thelr propeietary interest, fn the Company as
an inceotive foe them to remain in the service of the Company {or its parent or subsidiary corparations).

For parposss of the: Plan, the following provisions shall be applicable in determining che pxﬁcﬂi and subsidiary
corporations of the Company: :

Any corporation (other than the Company) int an wilroken chain of corporations ending with the Company sball be
considercd o be a parent of the Company, provided each such corporation in the: unbioken chain (other than the
Company) owns, at the time of the determyination, stock possessing 50% or more of the total combined voting power
of all elasges of stock in one of the other corporations in such chain.

Each corporation (ot than the Company) in an unbroken chain of corporations beginning with the Company shall
be considered t0 bé 8 subsidiary of the Compaay, provided eacl such corporation (ofhier than the last corporatiott) in
the unbroken chain owns, ot the dine of the determination, stock possessing 50% of trore of the 1otal combined
voring power of il classes of stack in woe of the ather corporations in. sock chain.

IL DEFINITIONS
As used herein, the following definitions shall apply:

“Toard” shall meze the Committss, i ane bas beéen appotufed, or the Bowd of Diéciors of the Company if no
Commyittec &5 appairded.

“Code™ shall reean the fnternal Revenue Code of 1986, as amended,
“Committee™ shall iesn the Compsifice appolnted by the Board in nceordence with pargraph (4) of Scotion IV of
the Plan, if oue i sppolated, or the Bossd if no commattes is apgointed.
“Comunon Stock™ shall mean the no par value common stock of the Company.
- “Company” shall mean Imaging Disgnostic Systems, Inc., 2 Florida corporation.

“Consultant” shall mean any petson whw is engaged by the Company or any Pasent or Subsidisey to render
consulting scrvices and is compensated for such consulting services, but docs. not include 2 diréctor of the Company
who s compensated for services as a dirsctor only with the payment of & director’s fee by the Company.

“Continuous Stams a5 an Bmployed” shall mean the absence of any ivteruption o tesmination of service as an
Employee. Continuous Status as an Employee shall not be considered interrupted in ehe case of sick keave, military
leave, or any otwy leave of absence approved by the Board; provided that such leave is for a period of not miore than
90 days or recmployment upon the expiration of such leave is guarantecd by ¢ontract or statute.

“Employes™ shall mean any person, including officers and directors, employed by the Company ar any Parent ot
Subsidiary of the Company. The psyment of a director’s fee by the Company shiall not be sufficient to create

“cogplovment”™ by the Compeny.
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““Non-Employee Director™ shall mezn 2 directot who-

0} Is not cerrensly an officer (xs defined in Section 168-1(F) of the Securiticy Bxchange Act of 1934, as
amerdedy of e Conpasy o 8 Perent oc Subsidiny of the Company, of otharwise currently employed by e
Company ot 4 Parent or Subsidisry of the Company.

(i)  Does not receive compensation, eithior dirorly or indirecily, from the Company or & Parent of Subsidiaty of
the Company, for services rendered as a Cousultant or in any capacity other that as a dizector, excopt for an amount
that does ot exceod the dollar 2mount for whick disclosure woutd be requirdd pursiaat to ttem 404(z) of Regulation

5-K adopted by the United Stawes Securitics and Bxchange Commission.

(iif)  Dotsnot pbws an fnferest in any other ransaction and is not sngaged in any business relatlonship for
whick disclosure would be required pursssnt to Rule 404(a) or Rule 404(b} of Regulation 5-K adopied by the

United States Securties and Exchange Coramission,
“Nog-Sranstary Slock Option™ shalf meser vy Qption gransed under this Plat.

“Option™ shalf mean No&Stnmfmy Stock Option. No option granted undec this Plan shall be treated 23 an
incentive stock option under Section 422 of the Code.

“Optioned Stoek™ shall mean ihe Cormmon Stock subject to an Opticn.
“Optionee” shall mean an Bmployee, Director or Consultant who is granted an Option.

“Pagent” stall mesn 8 “pasent corporatice,™ whether now of hereafior existing, 45 defined im Section 424(¢) of the
Codes. '

“Plan” shalt mean this 2012 Non-Statiory Stock Option Plan,

“Shase” shall mean 4 share of the Common Sk of tie C&m@mrj as acjusted I scoordance with Section X of ihe
Blam,

“Service™ shall meun sexviee to the Company or Employee, Coasuliant or Director.

“Stock Cptian Agreement' shall i the agroement fo be emtered fitto between e Cosmpanty aud esch Optionce
whicly shall set Sosth the torms sud conditions of exch Uption granted to exch Optiones, imoluding the number of
Shares underlying such Option and the exercise price of sach Oplion granted to tuch Optionee umder such
BgreCIent:

“Subzidiary” shall tnean & “subsidiary corporation,” whether now or hercafier exdsting, as defined in Soction 424(f)
of the Code, :

I STOCK SUBJECT TG THE PLAN

Subject to the provisions of Section IX of the: Plan, the taximum agpregaté wutiber of Shares which may be
optioned and sold under the Plan & 196,781,578 shares of Comumon Stock. Shases of the Commen Stock chall be
available for issuance under the Plan and nay be deawn from the Company’s authotized but unissued shares. of
Comman Stack, from seacquired shares of Cotmion Stock, including shates repuschased by the Company an the
opes warket, or from Common Stock otherwise ressrved pursuant to this Plan. If an Option should expire or
become yncxercisable for any reason without having bees exercised in full, the wopurchased Shares which were
subject thereto shall, unless the Plan shall have been tesminated, beoome available for fature grant under the Plan,

Should one or more oubstanding optiont under this Plat expive or terminats for any reason prior o exercisc in full,
thest the Shares subject to the: pottion of each option not 50 cxcroised shall be available for subsequent option gras
under the Plad. Shares Issned under the Plan shall not be available for subsequent option grant under the Plan. In
addiion, should the exercise price of zn cutstanding option uider the Plan be paid with shares of Common Stock,
then the number of shares of Common Stock available for issuance nnder the Plagy shal] be reduced by the gross
nummber of shares for which the option is exercised, and nol by the net pupiber of shares of Common Stock astually

issued Yo the tiolder of such option.
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I CVOnt ANy CHange (s Made 0 e Commmon S10cK 1SSuable unoer tne Yian Y Rasoit OF any SICK gpis;, swock
dividend, secapitatization, combination of shares, exchange of shares or other ¢hange affecting the outstanding
Common Stock as & class without the Company’s receipt of comsidesation, appropriste adjustments shall be wade io
the number andior cluss of securities and price per share in effect nder each cutsianding option under the Plan.
Snck adjustments 1 the ouistanding options are to bo offoried in 2 manncr which shall preclude the snlargesnent or
ditution of riphts and benefits wisder suck options,

The adjustments determined by the Commitece shall be final, binding and conclusive.

Comanion. Stock Issuable under the Plan may be subject to such restricilons on wansfér, reprchase rights or other
restrictions ss may be deérermined by the Commitioe.

v, ADMENISTRATION OF THE PLAN.

Procedsre. The Plan shall be admisistered by the Board or a Commities: appointed by the Board consisting of twa
or more NoorBmployes Directors fo admdnister the Plan o bohalf of the Board, subject to such terins and conditions

25 the Bosrd may prescrite.

@ Onec sppoiuted, the Committee shall comtinue to secve until otherwise directed by the Bosrd (whick for
purposes of this paragraph: (A¥5) of this Section IV shull be the Board of Dirsctors of the Company). From timé to
time the Board oy increass the size of the Conunittes and appoint additional members thereof. remove members
{with or without cause) and appoint new members in substitution therefors fill vacancies however cased, or FROVE

all mepbers of the Connmittee and thereafics divecily sdminister the Plin.

(i) Members of the Board whe are granted, or fave been grasdd, Ogtions may vobe on mymmc:saj’factmg
the admindstration of the: Plas o the grant of sy Options pursuam o the Pl

Powers of the Board. Subject to the provisions of thie Pfan, the Board shall have the authority, in lts discretion:

To geant Non-Stabutory Stack Options. as provided and identified in 4 sepazsie written Stock Option Agreement (o
each Optionee granted such Qption or Options under the Plan; provided, howeves, that in.no event shall » Non—
Standary Stock Option granicd to any Optionee ander & single Stock Option Agrésment be subject to 2 “tandem’
exercise arrangement such that the éxercise of one such Option affects the Optionee’s vight ro exescise the. other

Qption granted under such Stock Option Agresment;

To determine, upon revicw of relevant information and in accordance with Section VI (¢} of the Plan, the fair
prarket valiss of the Common Stock;

T determine the cxercise price per Share of Options fo be gmnzem which excreise price shall be determined i
2ccardance with Section VIT of the Plan;

To-dbﬁmvﬁmnthngaxmmaeﬁem&:somthmmﬂﬁeﬁmcm timtes ut which, Cptions shall be gramisd and
ghe rsmber of Stiares 1o e cepresented by exch Optiorg

To Interpret the Plan:
To prescribe, amend and rescind roles mid regnlations refating to the Py

T dewsmine e terats and provisions of cach Option gramted: (wiiich noed not be idertical) and, wich the conseat of
b halder thereof, tedify o amend sach Dptior

To acockerate of defer (with the consent of the: Gpnom} the exercise date of any Option, consistent with the
provisions of Seetion VII of the Pla;

To redoce $he excrcise price of any Option to the thom curesnt Fake Marker Value i the Fair Market Vilue of the
Cammon Stock covezed by 2uch Opiion shall have declined siace the date the Option Right was granted;

To suthorize any person 10 exccute on behalf of the Company any mstrument required to cffectitate the grant of an
Option peeviousty granted by the Board; and

To make 1l other determinations Jéemed necessary or advisable for theadmisistration of the Plan,

68



4850-3599-9516.2

Effect of Boeard's Decision. All desisions, determinations and intecpretations of the Bosrd shall be final and binding
on alt Opticoees and any other permissible holders of any Optians granted sder the Plan

V. ELIHBELITY

Persons Eligible. Options may be granted 19 any Employee, Director or Consultznt sclécted by the Board; provided
fowever, thiat & Consultant shalf be ingligible to roceive Options horounder in consideration of sexvices relating ©
the offer or sale of securitics in a capital ruising transuction or the dircet or indirect promatio o maintenance of %
market for the Cotnpany’s sceurities. An Bmployse who is also a director of the Company, its Parent or &
Subsidiary, shalt be teated as an Employes for purposes of tlis Section V. An Employee or othier person who hias
been granted an Option may, if he is otherwise eligible, be granted an additional Optiow or Opiions.

No Effect on Relotioaship. The Plan shall not confer upon any Optionee any right with respect (o conthivation of
cmployment, directorsiip, cousultancy of any other relationship with the Company nor strl it interfere in any way
with bisfhier right or the Company's right to terminate hisfher employment, disectorship, consultsncy or any other
relagidnship at sy e,

The Plan besomes effective on the date the Flan is spproved by the sharcheldars of the Company. 1t shafl comtinue
its effect unti] a date that is 10 years after such approval, unféss soaner tenminated under Section X1 of the Plan.

VI TERMS & CONDITIONS OF THE OPTIONS

Opticas grantod pursuant to the Plan shalt bc: anthorized by action of the Commitos s will be Non-Statutory
Options. Each granted option shall be evidenced by one or more instruments in the form approved by the
Comunitice; provided, however, that each soch instrament shall compty with the terms and conditions specified
helow, .

Opilon Price.

The Cornsuittee shall fix the optian price per share. In no event, however, shall it be less than 100% of the fair
market value pee share of Common Stock en the date of the option grant.

The option price shall become inmediaiely due upon cxercise of the option: and. subject to- the mstrument
evidancing the grant, shall be payable in onc of the following alternative forms specified biclow:

@ full payment in cashoor check deavwen to the Company’s order;

) ﬁﬂimynwmiamef&m‘smwfmnlﬁasisixmmﬂmmdw}m&atﬁﬁrmzxkcwﬂwomhe
Ezeveise Date (a8 such torm is defivad befow)

) full payment iie a combination of shares of Common Stock held for at tesst six months and valued at faie
ket value on the Exercise Dats and cash or check; or

{dy full payment through » broker-dealer sale and remdttance procedire provided that sale of the Optioned
stouk is permiited as 2 result of an effective registration siatemenyt under the Securities Act of £933, as amended, and
compliancs with all applicable scourities faws, prsunm 6o which the Optionce (i) shall provide irrevocable writtcn
instructions to & Company-designated Brokerage firm 10 cffect the immediate ssle of the purchased shares and remit
o the Company, out of the sale proceeds available on the setdlement date, sufficicm funds to cover the aggregate

‘option prics payable fior the purchased ghares plus all applicsble Pederal and State income and ¢mploynent taxes

required to be withiihd by the Company in conncotion with such puchnse and (i shull provide writien dircetives 1o
the Company to deliver the certificates for the purchased shates dircctly to such brokerags firm in order (o complets

the sale transaction,

For purpases of this Section V1L, the Exgrelse Date shalk be the date on which weittes notice of the option exercise is
deliversd o the Company. Except w the: extent the ssle apd ramitiance procedure is utilized in conngesion with the
cxercise of the aption, payment of the option price for the parchaged shares must acoompany such notice.

The fair macket value per share of Common Stock on any relevant date nnder the Plan shall be determined in
sceordance with the following provisions;
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(e} ¥ the Common Stock is not a8 the tite listed or admittod to trading on any national stock exchange but is
traded on the NASDAQ National Market, the falr market value shalf be the closing selling price per shase of
Common Stock on {he date in quastion, az sueh price is repocted by the National Associetion of Securitles Dealers
on the NASDAQ Nations] Matket System or any successor sysiem. 1 thexe is no veported closing sclling price for
ihe Cotamon Stock on the date In question, then the closing sefling ptice on the lnst preceding date for which such
quotation cxists shall be determinative of falt market wilue.

64} if!h&ﬂmmmkzsm.theumﬂsﬁedor admiticd 1o trading on any nations) stock exchangs, then the
fair market vahue shall be the clasing seifing price per sbare of Common Stock on the date in qiiestion on the siock
exchange deternined by the Committse to be the primary market for the Cormon Stock, as sachprice is officially
quoled in the composite tape of frinsactions on such exchange. I there is no reported sate of Conunon Stock on
such exchange o the date m quastion, thon the fair market value ghall be the closing selling price on the exchange
on the last preceding date for which such quotation existy.

(£}  Ithe Common Stock is quoted o the NASDAQ Small Cap Market, or any simsilar systom of antomated
dissemination of quotations of sccuritics process in common use, the faie ket value shall be the mean between
the closing tid and asked guotations for the Common Stock on such date.

{h)  Hoeither clause (6), (8 of (g} is applicable, then the foir markef valuc shall be the mean between the
closing bid and asked quotations for the Common Stock as reporked by the National Queodation Bureau, Inc., if at
least two securitiss deslers have inscrted both bid and asked guotations for Common Stock on at least five of the en
preceding busincas days,

(] 1t nehiber clauss (o), (D). () or () s appdicabli, then the fale murker vafoe shalt be determined by the

Tarwm and Exercise of Options. Each Option shalf be cxercisable at such time or times, diwing sach period and
subjest to such conditions, including perfernmee criteria with respect 10 the Company and Optionee, as may be
deternined by the Comumittes and set forth in the stock option sgreement evidencing the grant. No such option,
howener, shall beve a peximem torm in excsss of 10 years from the grang date. An Cption niay sot be exercised for
a fraction of & share. During the lifetime of the Optionee, the Option shall be exercisable onby by the Optioses and
2hall ot be assignablo or transferable by the Optionce otfrerwise than by will or by the taws of descont and
disteibution following the Optioses™s death.

Termination of Service. .

Exeopt to the exfent otferwise providod puespant & Section VIT (1), the folfowing provisions shall govern the
exescise period spplicsbls s awy vutstanding Qplioas uadar the Plan widels sse held by the Oprianes of the time of
bis ox her cessation of Servive:

G Should the Optiones coase Service for any resson other than death (including permanent disability as
defined iw Section 22(e)(3) of the Code) while holding ore or more outstanding Options under the Plas, then none of
those Options shalt (except 1o the extent otherwise provided purspant w Seotion VII {n)) remain excrcisable beyond
the limited posi-Service period designated by the Committee &t the tise of the Option grant and set fooh in the

Opiion agreement.

(k) During the terim of the Option if e Optiones was at the fime of his death an Emgiloyee and bad been in
Continions Status as an Employec or Consultant sines the date of grant of the Optivn, ibe Option may be excrcized,
at ady time within 12 monchs following the date of death, by the Optionee’s estate ot by 4 persow who acquirsd the
nghtmmcmmthe()puonby Baquast or inheritance, but ouly to the extant of the right to exercise that would have
accrued had the Optionee continued living and remained 1n Continuous Stitus as aa Enployee 12 peths afier the
date of death,

(1) Under no circarmstances, however, shall sny such Option be exercisable after the specified expiration date of the
Option term,

{m) During the limited post-Service cxercise period, the Option 1y not be exercised for more than the numbcer of
shares for which the: Option is exercisable on the date of the Optionec's cessation of Service, Upon the expiration of
such Hinited exercise period or (if earlier) upon the expiration of the Option torm, the Option shall {ermipate and
coase to be exercisable. However, apon the Qptiones’s oessation of Servics, cach outstanding Option af the time
hold by the Optionee shall immediately 1erminate and cease 6 be outstanding with respect to any shares for which
the Option is rot otherwise a2 that time ¢xercissble or in which the Optiones is not othcrwise vested.

5
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LI} SHOUd (1) the UPHORBCS 5 Nervice DS IBFTMRated 107 misconduet (ncisdmg, but ROt afilied 1o, ary ack of
dishanesty, willful miscosduct, fimod or embezziement) or (it) the Optionce miake amy uosthorized use or
diselasire of confidentisl information of trade seoress of the Company or its Parcat or Subsidiary, then livany such
event gll oustanding Optiang held by the Opticties under this Plan shall terminatc immediately and ctusc iobe
exercisablo.,

The Cotmitiee shalf have conspleta discrotion, exercisable either at (e time the Optioa is granted of al any time
wiitle the Optios fenwins outstanding, t peomit one or more Options held by the Optiotiee tnder this Plan to be
exescised, dusing the Hrnited period of excrcissbifity provided mader subparagraph () above, not only with respect to
the niwmber of sharcs for whilch each such Option is exarcisable st the time of the Optionee’s cessation of Servico but
also with respect Yo ons of more sisbsequent installments for whick the Option would otherwise have become
sxercisable dycing such Lmited poriod had such cessatiot of Service not oocarred.

- For purposcs of the foregoing i:mvisicns of this section (and for all other ptrposes under the Plan):

4850-3599-9516.2

{0} The Optionee shafl {except to the extsat acherwise specifically provided in the appHcable Option agreement) be
degmied tw remain in the Scrvice of the Company for so fong as such Individual cenders services on » peériodic basis
to the Compary (or any Parcat or Subsidiary) in the capacity of an Employes. a Non-Employoee Director of 2
Consultant.

{p} The Optionec shall be considered to bo an Employee for 50 long as he or she remaine in the employ of the
Company orf oat oF moce Parcog ar Subsidiacy, subject 1o the control and direction of the sinplayer entity not only 25
1w the work @ bo perfoaned bt also as o the manner and miethod of performance.

Stoctholder Rights. An Optionse sball heve 1o stockholder cights with respeet to any shares como&hyehe{}puon
uniil such individual shall hass pxercizad the Option by weitlen notice (o the Company, piad e Opnon prics foc e
purchased sharcs and been issued. a stock certificae for such shares.

Extension Of Exervite Period The Comsinities: shall huve full power and authorily to extend the period of time for
which any Opsion granted under this sectiont is o rensiin cxercisable following the Optionse's cessation of Service
or deaik from the limited period 1n effect under this section 1o such greater period of ting as the Commitiee stull
deeay appropriste; provided, however, thst in oo eveat shall such Option be excrolsable aftec the specified expiration

dare of the Optinn ferm,

VL NON-TRANSFERABEITY OF OPTIONS

An Option may vot be sold, pledged, assigned, hypothecated, transfacred, of disposcd of i any manner other than by
will or by the laws of descent and distribution and may be exorcised, during the lifotime of the Opiionee, only by the
Ojrclonse,

X ADIUSTMENTS UPON CHANGES IN CAPITALIZATION OR MERGER

Subject w0 any required action by the sharebolders of the: Company, the number of Shares covered by cach

gutstanding Option, #nd the namber of Shares which have boer sutharized Tof issuance under the Plan bt as 1o
whick no Options tiave yot been gramted or which bave becn roturned o the Plaa upon cancellation or expiration of
sny Opdon, a8 well as the price per Share edvencd By each sach outstanding Option, shalf be proportionately
adiustod for sny increase or decrease I the number of issusd Shares resultinig from s stock split, reverse stock spiit,
stock dividend, combination or reclassification of the Common Stack, or any other Increase or decroase in the
nutiber of issucd sharcs of Common Stock sffected withoul receips of coriderstion by the Company; provided,
however, that conversion of agy convertible securities of the Company shall not be deemed to Fave been “effectod
without receipt of consideration.” Such adjustment shall be made by the Commitiee, whaee detormipiation in that
respcashaubcﬁmi,bmdmgmdmiuaw Except as expressly peovided herein, no issuance by the Company of
shares of stock of any clasgé, or secutities coavertibie into shares of stock of any clags, shall affect, 2nd no sdjustment
by rerson thereof shall be made with respect to, the nunber or price of Shares subject to ar Optios.

In the eveat of the proposed dissolution or liquidation of the Corpany, the Option will terminate immediately prior
1o the consummation of such proposed. action, urless otherwise pravided by the Committes. The Comupiitize may, in
the exercise of its sole dizoretion in such instances, declare that any Option shall terminatec as of a date fixed by the
Committec and glve each Opticies the right o exercisc his Option as 1w all or any part of the Optiored Stock,
inciuding Shares a3 to which the Option would not otherwise be exercisable. In the cvent of the proposed ssle of all
or substasially all of the assets of the Company, or the merger of the Company with ot iuto another corporation in a
transaetion is which the Company s tot the surviver, the Option shall be assumed of an eqaivaiest option shall be

6
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Committes defermines, in the exercise of its sole discretion and in lew of such assumption or substintion, that the
Ogpitiones shall have the right to exercise the Option as to all of the Optioned Siack, including Shares 4% to which the
Option would not officrwise be exercisable. If the Conunittes makes an Option fully exevcisable in liea of
assuinption or substitution in the cvent of such & merger of sale of assets, the Commities shall notify the Optiouce
that the Option shall be fully exescisable for a period of 30 days from the date of such notics, and the Option will

teruimkte eon the expiration of sich period.
X. TIME OF GRANFING OPTIEONS

The ciates-of grant of as Option shall, fox all purposes, be the dale an which the Committes makes the determitation
granting snch Option. Netice of the detcrmination shall be given o sack Buyployee or ofher person 0 whom an
Optlon is so granied within & reagsonable time aficr the date of such geant. Within a reasonable time aficr the date of
the grant of aa Option, the Company shall enter into and deliver to each Employee or other person granted such
Option & writien Stock Option Agresmsent as provided in Sections I and XFV hereof, setting fotth the terms and
eonditions of such Option.

FL AMENDMENT AND TERMINATION OF THE PLAN

Amendmens and Termination. The Committes may amend o torminate the Plan from tind to thne in such respects
as the Commitice may deem advisable; proviged that, the following revisions or amendmenis shall require spproval
of the shareholders of the Company holding a mejority of the owtstanding voting stock of the Company, who are
present or repicsedted and entitled to vois thereon:

An increase fn the number of Shares subject to the Plan above the nunsher of Shares set forth in Section TH of the
Plan, osher than in connection with an adjustment under Scetion IX of the Plan;

Any oterisl amendoooat under the Ptan that woold huva o e appeoved by the shancholders of the Comgany for the
Comeittos toy conilnus to be able o wam Options undoy the Plaw.

Effect of Amendment or Termination. Any such amendment of tesmination of the Plan stull not affect Options
alrcady gramted aad suck Options shall remain in foll foree s effeet as if the Plan had not heen amended or
terminated, unless motually sgreed otherwiss bedween the Optiones zud the Comsmittes, which agrecmient must be i
writing and signed by the Optionet and the Company.

XL CONDITIONS UPON ISSUANCE OF SHARES

Stges shatl not be issped pursusnt to the exercise of an Option ualess the exercise of such Option and the issusnce
and delivery of such Shares purseant theveto shall comply with al] relevant provisions of law, including, withouot
limitation, the Sceurities Act of 1933, as amended, the Securities Bxchiange Act of 1934, as anraded, the rales and
regulations promuotgated thereunder, applicable state securitios laws, and thie requirsments of wry slock exchange
#pon which the Shares inay then be Yisted, and shall be further subject to the approval of fegal counscl for the
Company with respect to such coniplisnce.

As a condition 1o the exerciss of an Option, the Company may require the person cxercising such Option o
sepresent aned warcant af the time of any such cxercise that the Sharcs sre being purchased only for invesiment and
without any present intention to self or distribute such Shares and such other representations and. werranties which,
1n the opinion of legal counsel for the Company. are necessary of appropiistc b cstablish an excrption frotm the
fegistestion requirements under applicable federal and stats securities faws with respect to the acquisition of such

Shares,
K. RESERVATION OF SHARES

The Company, duting the term of this Plan, will at alf Umes rescrve and keep available such number of Stiared as
shall be sufficicnt (o satisfy the requircments of the Plan. Inability of the Campany to obtain suthordty from any
regulatory body having jurisdiction, which authority is deemed try the Company™s legal counsel to be necessary for
the lawful Issuarice and saic of any Share hareunder, shuli relieve the Company of any Hability relating to the failure
o s or sell such Shares 45 1o which such reqguisite awthioriey shall not have been abrained.

4850-3599-9516.2
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Each Option granted to an Employes os other persons shall be evidenced by & writtes Stock Option Agrestonnt in
such form, as the Commites shall approve. In the event of conflict betwesn the tecms of this Plan and the tevms of &
Stock Option Agreement. the termg of the Plan shall prevsil and supersede the terms of the Agrecment.

XN, INFORMATION TO OPTIONEES

The Company shalf provide w0 ssch Optiooes, during the period for witich such Opfiones has onc or more Options
outstanding, copizs of ali atswal reports and other information which are provided 1 all shareholders of the
Company. The Company shall not be required 0 provide such information if the issuance of Options wnder the Plan
is Himited to key cmployees whose duties in vonncction with the Corpany assurs their sccess 10 aquivalent
informatios.

KVI. GENDER

Az used berein, the mascoling, feminine and neuter genders shall be deemed to include the athiers in all cases where
they would so apply. ’

XV CHO!CE OFLAW

A1l questions conoerning the constraction, vabidRy and interpretation of this Pl and the Instrumenis evidoncing
ptioas <l be governed by the inseros] bive, wod ant the Lave of conflicts, of the State of Ploridse

I WITNESS WHEREOQF, the Company has caused it duly authorized officer to execute this Plat effective as of
August 8, 2012,

BAGING DEAGNGSTIC SYSTEMS, INC.
L

By,
Name: Allan L. Schwariz

Tider Seorriacy
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SCHEDULE 3.1 (qq)
CONTRACTS

The Company»has the following contracts:

Five Year lease with Isco Properties, LLC for 1291-B NW 65" Place,
Fort Lauderdale, FL 33309 with monthly rent at $6,360.00 for year one with
3% annual increase each subsequent year.

Lease for Canon Imagerunner 25351 copier with monthly lease of $388.13
payable to Marlin Business Bank.

Lease for Pure Water Technology water purification system serviced by
- Green Earth Beverage Systems with monthly lease payment of $72.91
payable to Time Payment Corp.

Consulting Agreement with Donovan Brown of Boynton Beach, FL to
provide regulatory consulting (UL & FDA) ————- for $125.00 per hour.

74
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CURRENT DISTRIBUTOR CONTRACTS
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SCHEDULE 3.1 (uu)
WARRANTY AND RELATED MATTERS (Company Products)

See attached Terms and Conditions — International

No. 4 Warranty

Error! Unknown document property name. 76
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SCHEDULE 4.9

USE OF PROCEEDS
C L Fhst Closing;
ER $1,200,000 — FDA pre-market approval of Company products
b. $800,000 — service of debts existing as of date of Agreement
c. $500,000 — resume and maintain manufacturing activities and operating expenses in the ordinary
course of business
. 2. Second Closing:
a. $2,000,000 — service of debis existing as of date of Agreement and operating expenses in the

ordinary course of business

3. Third Closing:

a. $1,500,000 — service of debts existing as of date of Agreement and operating expenses in the ordinary
course of business

- 77
4850-3599-9516.2



IMAGING DIAGNOSTIC SYSTEMS, (NG,
INTERHATIONAL TERMS AND CONDITIONS OF SALES

1.  Yerms of Salks
2 Defintfionz

L PRODUCT(‘S) Those Produci(s) and servicos sold by [magmg Diagrostic Systeras, Inc. (IDSI to PURCHASER,
pursuant to terms and corngfitions described below.

it. QUOTATION. The sales quotation dotument thal is issued by 1DS! to the PURCHASER which provides a description
of the PRODUCT(S) to be sold, the sales price, payment instructions, and the shipping tarms.  The tammse are valid for
sixdy (60} days from the didn i was ksued.

A PRO FORREA INVOICE. This document i provided by DSt prior fo.the shipment of PRODUCT (8). informing the buyer
of the kinds and quantilios of goods 16 ba sent, thoir valus, and imporant specifications {(wolght, size, and similar
characterstics). Will bo peovided by 1DSH at the request of a laasing or financing company.

i ORDER. A documant that reflects the PURCHASER's intent to purchase the PRODUCTS. This can be performed by
the execution by the PURCHASER of tha QUOTATION or by the PURCHASER'S Purchase Otder.

V. COLMERCIAL IRVOICE A Commercial ivoice is 8 more Ootailed invoice for customs pumposes and travels with the
PRODUCT(S) in tha shipmant.

vi. SALES INVOICE. Ths final invoico which represants ths final lamme of the sale andd is sont fo the PURCHASER aftec
shipmont.

Final Accaplance; Entire Agreement. AY ardars placed pursuant fo this Quelation shall bo subject to the final acceptance in writing
by a duly authorized roprosentative of IDS1. Those loms and condiiions and DS written scceptance thavsof (the *Agreomont™) shall
constifuto the complate agrosmont bokvoen the partias, reflacting their endive understandiog. a8 1o matiors mlated bhereto and
supéarsacias any prior orad or writlen statement of agresment. No farm or condition. of the PURCHASER's order which iz different from
or in addiion to the larms and condifions as set forth in the agreamant shalf be binding on 1DSI urdess, and only 1o the extent, such
diffecent or additional tarm. or condition is exprassly accepted by IDSI mwiiting. In the evont of any inconsistency betwoen the terms
sel forth in tho PURCHASER's Crder and these wms and condifions, the forms sst forih in tho Quoialion shall control, unlass
othisrwize agraad in writing by IDSL.

2. Prca

Tha D8I Intemational Pubfishad Price Book (Price Book™) is published and updafoed periodicafly. 1DSI resarves the right to change or
withdraw the fist prices and ravise product spocifications without nofice.

3. Payment Terms. .
a.  Quoted Prices; Transporiation. All quoted pricas are ExWorks 1DSI (Airfreight) unlass otherwise specifiod. Transportation shalt ba by

that are ot fially roasonable and customary and at the PURCHASER's expenso. IDSTS responsibility ceases upon
delivery to the carvior at the stated shipping point, and risk of loss, damags, injusy or desiruction to any of the goods shall pass to the
PURCHASER upon such delivery o the carrier. in no event shall any toss, damaga, injury or destruction operate ; any manner {o
reloasy the PURCHASER koen the obfigation 10 make payments roquired horoiin,  Unlass otherwise agroed in writing, DS resorves
the right to make partial shipments and to submit invoices for padial shipments. PURCHASER must provids a complele sel of
forwarding instructions to IDSI
Taxes. Prices do nol inclode any taxes, customs of duties. Consequently, the amount of any tax, custom andor duly applcable 1o
the sale of the PRODUCT(R) hasin o 1o the use of such goods by the PURCHASER ghall be paid by the PURCHASER. HiDSIk
roquired 10 collect or pay any such taxes, cusioms or duties, than PURCHASER shall redmburse 108! prompily after demand for such
paymant and for any associatod cpenses.

Payment

L Paymient in US Dollars or othar method outlined in thezs torms is due upon receipt of invoice, prior o shipment, with no
discourt alfowed for early paymanl, uress otherwise agreed to in wiiting. Invoices shall be Issued upon shipment.
Past dug invoices are subjoct o a interest charges al  the maximum: Tate as pemnitted by US law, and cost and
exponzos agsociated with the colleclion theraof.

i The PURCHASER is responsibie for all charges outside of the Unilod Stales and any additional shipping chamges
which ID8I has to incur,

i Any dopasit mada by the PURCHASER with respect to FRODUCT(S) is nonsafundabile excapt o the extent 1DSH fails
to defiver the PRODUCT(S) and such faiture does nof result from heeach of Agreesmwnt by the PURCHASER or other
wrengful act of omission of tha PURCHASER.

K DS will meure cach: shipmant and 3l the value of the nsurance {o tho final sales voice.

Cancailation. Changes and Cancoliations.

Orders accepted by 1DSH aro not subject to changes or cancellation by the PURCHASER, oxcept with IDSPS wiitten consent. 1
PURCHASER caricols tho Order, PURCHASER shall pay IDSE a cancellation charge of lleen parcent (15%) of the Totaf Systom
Price. 1DS! shafl refsin as a crad all progress paymants mada to that point towards this cancellation charge. § PURCHASER cancels

-fhis Agrsement, ait progress paymaonts, which have beon made to that date, but not o excesd fiftean percont (15%}) of the Totat

Systam Price, will bo held as canoaiation chargo.

Sacurity intorest, 1DS! shall rotain a security interast in the PRODUCT(S) supplied hereunder undll PURCHASER has fulfifled alt of its
payments obligations. The PURCHASER shall talw any and all measures o ansure 1DSHs property rights. If defaulf is made in any of
the payments harein, tho PURCHASER agrees that IDS! may rofain all paymenis which have been made on acoount of the total
Systam Prica to 70% of the Total System Price, as lquidated damages and IDS! ghafl be enfiiad to the immediate possaession of the
PRODUCT(S) and shall ba frea 1o enfor tha premises whora the PRODUCT(S) may ba located and remove same as IDSPS property,
without prejudico to #s right o recover any furthor expenses or demages € may suffor by reason of such nonpaymeal

Defivery ardl or Instaliation PDades. Delivery andlor instaliation schedulas are approximate and are based on ponditions af the time of
accoptance. DS will make overy reasonabls affort to complate shipment andfor instaliation as indicated but assumes no labiity of
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4.

8.

any kind by reason of dalay or inabilfy to ship or ingiall boyond 1DSIs confrol. In such event. IDSF may oxtend delfivery andior
installafion schedules or may, af ils opfion; cancel the order in full of i part withowt liabfity offier than to relum any deposit of
prepayment which is uneamed by reason of tho cancaliation.
Warranty Except as hareinalter provided, (DSt warrants 2l PRODUCT(S) and parts supplied by 1DSE to be free of defects in design,
matertal and workmanship for a period of 12 morths from the date of the date of installztion or 15 mondhs from the dato the PRODUCTS
wasiwere shipped from 1081, whichaver ocours first. if 2 fallure ocowss during the warranly poviod and thae in 6o eaviisnce of misues,
abuse, negloct or unauthorized alteration or repair, 1DS! will ropair, replace or corvact, at its oplion, Hisir defective item without carge for
parts and fabor. THE FOREGOING WARRANTY IS IN UELF OF ALL OTHER WARRANTIES EXPRESRED OR IMPLIED INCLUDNG,
WITHOUT LIATATION, IRPLIEED WARRANTIES OF MERCHAKNTABILITY ARD FITNESS FOR A PARTICULAH PURPOSE. IDSIS
WARRANTY DOES HOT APPLY IF PROBUCTS HAVE BEEN SUBJECT TO:MISUSE, MISHANDUNG, HSSAPPLICATION, HEGLECT
(TRCLUDING, WITHOUT LISTATION, BIPROPER MAINTENANCE), ACCIDENT OH MODIFICATION HOT EXPHESSLY AUTHORIZED
BY (DSt NCLUDING, WITHOUT LBHTATION, USE OF UNAUTHORIZED PARTS OR ATTAGHESCNTS) OR IF ANY ADJUSTEEENT OR
REPAIR HAS BEEN PERFORMED BY ANYONE OTHER THAN I0SI OR AN AUTHORIZED SERVICE REPRESENTATIVE OF 1DSL,
WHICH TEMS BEING SUBJECT ONLY TO SUCH WARRANTIES AS MAY BE SPECIRED N WHITIKG BY IDSI AT THE TIME OF
DELIWERY TO THE PURCHASER DS makes no watranly with respect to *thitd party PRODUCTS)” furnished to PURCHASER
by HDSL such as panters, etc. Thewaranty for such Hams shall ba ax provided by the manofaciurer themol
% Sok obligation; Notice. 1DSI'S sole and exclusivo pbligation under this waranty is finited to the repair or replacement of dafective
parts. This warranly i made on condition that prompt nofice of any doloct iz given within 10 days of discovering the daloct, inwriting
within the warranily period and that 1DSFS inspaction does not disclose any invalid claim. Tha defoctiva PRODUCTS or part thoreof
must be rotumod to 1DSY, i so raquested.
b, Retwned PRODUCTS. Goods shall not be retumed to IDSI without writtan: authorization.  All audhorized refms musi be poperty
padcagedwﬁh fransporiation chamss prepaid by the PUBCHASER. 1DS! shall pay the shipping for the replacement PRODUCTS.
Damages; Limitaion. of Eability. IDSI'S fabildy arising out of or relating 1o ihis. agreoment ghall not oxceed e
amounds paid by PURCHASER o IDSI for the PRODUCTIS). IDSI shalf not be liable for special incidental or
consoquential damages. Consequential damagas shall inchude, withow! limitation, loss of use. lncome of profit or foss
of or damage o parsons or properny.
fi. Limigation of Action. No suit or other proceeding may be brought on an afioged breach of wamraniy of 1DSE sof forth in
this Agreemend morg that twelfvs (12) morihs after termination of such wamaniy

SBoltwara
iDS1 hersby grants to PURCHASER and theér aasigns a nonexclusive icomse fo use the Programs solely in connection with tho usa of the
PRODUCTS. 1DS! shall rotain afl right, #le and intorest in and o any Programs providad or Ticensed to PURCHASER. PURCHASER
agrees {0 maintain the confidentiality of the Programs and to instnuct andd obligate ifs employees and agents io do the same. Without
fimiting the genoralily of tho foropoing. PURCHASER shalt mof reproduce or modily all or ary portion of the Programs, nor shall
PURCHASER disclose, sell, and sublicense the Programs to any third pardy, without the prior express wiitlen consond of IDSL. In addition to
any other romady IDSEmay have, IDS1 reserves the sight to tarmiinato PURCHASER'S liconse § PURCHASER fails 1o comply with any tonn
or condition fheredl.  PURCHASER'S licanso shal aiso tamminate at cuch time as PURCHASER shall pormanantly cease to uso the
PRODUCTS. PURCHASER agrees. upon nofice from IDS! of any terminafion of icenss, in accordance with any more specific divoctions
from DS, to dalvac immediately to IDSI &l Software and copies thereol, and &l Fimware chips and printed circul boards and ofter
tangible items and materals in fhe possession o custody of PURCHASER embodying the Programs. As used hereln, the word “Programs™
shall include IDST Fvnwaro arid Software, each of which & dofined as follows:  (a)  “Fmware” shall maan all fixed eloctrical cacusts
{fwcluding ponded circuit Boards and chips embodying such circulls) placed in the PRODUCTS by (D8I that peronm pradetermined
programs and routines in the PRODUCTS in response o specific inputs. (o} “Software™ shall moart 5i atterable programs and roulines
for the intemal operation of the EQUIPMENT placed in the PRODUCTS by IDS, or fumished with o for the PRODUCTS by IDSL 108t
retains sl ownarship righis. {o thae Soflware. The ficense i the Sofwara is soid vith the PRODUGCTS.
DHECIAIMER. 1IDSt AND TS REPRESENTATIVES SHALE IN NO EVENT BE UABLE TO THE PURCHASER FOR ANY SPECIAL,
INDIRECT, INCIDENTAL OR CONSEQUENTIAL DAMAGES OR LOSS OF DATA, PROFIT, REVENUE OR USE, IN CONNECTION WITH
O ARISING OUT OF THESE CONDITIONS OF SALE OR ANY RESULTING AGREEMENT, OR THE FUNCTIONING OR THE
PURCHASER'S CUSTOMER'S USE OF, OR WARILITY TO USE PRODUCTS, INCLUDING (EMBEDDED) SOFTWARE, OR FOR ANY
LIABILTY OF THE PURCHASER TO ANY THIRD PARTY WITH RESPECT THERETO. NEMTHER IDSI NOR ITS REPRESENTATVES
OR SUPPLIERS SHALL BE LIABLE FOR ANY tOSS OF OR INABILITY TO USE MEDICAL OR OTHER DATA STORED IN PRODUCTS,
INCLUDING (EMBEDDED THIS SALE, AND ARE EXPRESSLY IN LIEU OF ANY OTHER WARRANTIES, EXPRESSED OR MPLIED
INCLUDING, WITHOUT ESMTATION, ANY WARRBANTY OF MERCHANTABILITY OR FITRESS FOR A PARTICULAR PURPOSE OR
STATUTORY WARBANTY,
Limitation of Lisbility. D8I shafl in no everd have obligations or liabififies to PURCHASER or any ather parson for loss of profits, foss of
usa or mcidental, special or consequential damages, whether based on confract, fort (including negligotce), strict fabilly, of any other
thaory or form of action, even if 1DS! has bo advised of the possibifity thereof, arising oul of, or In connwction with the salo, dofivery, use,
repair of porformance of the PRODUCTS or the Programs, or any fallure or delay In connection with any of the forgoing, which resulied
from on authorized usa of the PRODUCTS.

Arhigration. Ary dispute befwoen the parfies arising diractly or indiractly from this Agreement shall be rasolved by arbifration in Plantation,
Florida pursuant to the rules. ihon obtaiing of the American Arbitration Association: and judgment upon the award rendered may bo enlored
by a cowrt of compatont jurisdiction. Naither parly shalt commence any aclion against the athor to resolve any such dispute in any court
axcept io confim such an arbifrator’s award. Notwithstanding in the foregeing. 108! may at fis opfion slect to watve arbifralion to recover
possession of a PRODUCTS or PRODUCT(S) 1 any payment herotrxior has not baen mada.

Hotice. Any nofice required or pasmitted to be given under this Agreament shall be consiidered sufficiant if defiverad parsonally o madled

. via cerlifind mad. Nofices to the PURCHASER shall bo sent o the address shown o the firsf page of the Quotation. Nolices to either IDS§

9.

or the PURCHASER may ba sont 1o such othar addross a5 afther party may give to the other from tima to time ptrsusant to- #ig provigion.
Saverab#ifty. I any provisica in the agreamont shalt be found to be void or unenforcaabla, tha provision only shall ba deemed strickan
and alf other terms and condiiions shall remain in full force and effect.

10 Assignment This Agreement shalt be binding upon IDS! and the PURCHASER and shall insure fo their banafit and to their successors and

pormitfed assigns. This Agreemend may not be assignad by PURCHASER in whale, or it patt, to any third panty without ibo express witten
coront of IDBE, which will not be unreasonably withhold. DS may, however require any proposed assignee to refmburse it for any of its
reasonable costs associaled with such assignment, and 1o supply R with such information and to make such reprasentations as DS deans
appropriate for ity profection.
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11, Construction: Jurisdiction. This Agreement shall ba govemad by, and construed in socordance with, the Laws of the State of Florida.
12 Export Reglrictions. This sale concemns PRODUCT(S) andior technical data that may be confroied under U.S. Export Admdrisiration

Regulations and may be subjed to the approval of the UG dep ot of Cx Te prior to export.  Any export or re-expott by tha
W%Rdredymmwsnmﬂmﬁndmeu&@mmmﬂegumm

profibiod.
3. knstallation. Unless ot fy stipabdad, the PRODUCT(S) shalf be matalled at the expanss of Distbator. # D5Fs invoics or

44,

sa!e:dﬁeamsialaﬁoﬂdtﬁe?mcﬁjdstﬁa&m;sieilbemmﬁh{wﬁeb!bumattheﬂmﬁhﬁn(asoleﬁ:pemeandnsk.

(a) The prosision of adequade and feckable storage on or rear the installation site for the: Products in order 10 enstse peotaction againat sk
and any damege or detedoraion.  Any dom lost or damaged dusing the storage period shall be repaired or replaced ot the Distribeter's
expense.

{b) The avaBabiity on of near the msialiation site of adequaste and bockable rooms equippad with santtary inatellalicns,; for personnel of B)ST
of representabives and for tha siorage of the persopnel’s tools and instruments.

{c¥ Tha Bmely exacution and completion of tha preparainry worke, in cordormay with any requitements that 1DG! shall indizale to the
Dhstributor i due ime. The sita peepartation shall be i complianpe with alf safely, electnical and building codes relovarnt to the Products and
their installaion. Suficiency of such plans and specificafions, speciBically inchuding, bot not Bmiled to the sccumoy of the dimensions
described theein, shall be the sols responsiility of Distributor. The instaflafion sile sholl be made availabls to IDS1 or its epresanizfive
without cbatncles in dus Bme o start the inatallation wotk gt the echedaled dale; instalistion parsornel shall not be calied. upon the
inshdlafion ske-untl all preparaioty work has been, in the sols epinion of ID5K, safistacioly compleiad.

(df The bmely prowision of the pemsiis and ficenses requined by fhe padinent suthorittes for or i connadlion with: the installation and the
operation of the Prodacts.

{8} The timely provision of alf viaa, enlty, esit, residence, work or any other permits necassary for BDSH oc its representative’s parsonniel and:
Tar the wnport ard export of tools, equipment, Prockscts and materisis necessary for the instaliafron works. and subsequent testing

(§} The sssistance {o IDS] or ¥ representafives, wﬁhrwpaawnmmgﬁweﬁududfmmﬁiamaiﬁmﬂaﬁxﬂu(smmm
instafafion s¥e. The Diskiwfor shelt be responsibie, st its expense, for rigging, the removal of pastifions or other cbstacles, and restomtion
work.  IDS! assumes ihat no hazardous mafedad exisis af the metalistion site. eny such matesial exdsls, the Dishibutor shell be
responsibla for the proper recsovad snd digposal of the matedal at he Distiibuior's expensa.

fn case any or all of the shove conditions are rat propery or fimely complied with, or DS representatives heve to inferrupt the installation
and subsequent teating for reasons. not afiibutable to IDSY the pesod of complalion shall be exdended accosdingly snd any and all
sddtional costs resulfing there from shall be the Distribulors msporsibity ©3S1 NEITHER ASSUMES LIABILITY NOR OFFERS ANY
WARBANTY FOR THE FITNESS OR ADEQUACY OF THE PREMISES OR THE UTILITIES AVAILABLE AT THE PREMISES iN WHICH

THE PRODUCT 1S TO BE INSTALLED, USED OR STORED.

BAoceptance
in the event 108 is the insfaller, 1351 shall pofity the Distabutor whea the Products instalied will be ready for tesing and acceptance by the

PURCHASERIEND USER, inviting the Distribufor o sttend the standard tests of such tesis aa mey have been agreed upon in wiiting to
demansfrele complancs with the sgroed specifications sl io inspect the instalistina work.

¥ the Distibutor's representaiive falis fo attend itve tesfing on ihe date notified, IDSE of s rap : walli ¢ ce with the tests
acoorcEng to 108! standand lest procedures and these tedts shall be considered performed in the preseace of the Dislrhutor's inspector and
scceplance shall inspch case teke place on the basis of the reaults stabed inthe test cerfificate signed by the PURG!—!&SER”E@U

Shoudd the PURCHASEREND USER reject the Producis as a result of defects in dosign, mab ial and work ‘-'.-the
PURCHASEREND LBERMM&IDSI in widting within ten (10} days after seid lecting IDS! shalt inmediadely repa orRep!ace‘lhe
PRODUCTS, at IDSTs dscrefion, and the ral '&Muﬁoﬁﬁwmﬂwmmmrepeaﬂadwﬁfmammﬂepmmddum

samgadtuﬂuapmoechmwﬁnedam
ﬁ!DGihe&notmcenedﬁieWmce:ﬁﬁcatew&ﬁnémﬂﬂ)@saﬁam&e&m of the soceptance test, the Products instatlixd shall

be considered as having been accoptad by the Distributor.
Md@mmd&waﬁmsﬂaﬁe@mgiMmmﬂm&dmmmmMMMmmmmﬁm bt shall

not obatract or saspend sccaptance. IDShwill remedy such defects s soon a5

possible.
15. FORCE MAJEURE. f the pedormance hereof or any obfgation hereunder, except the msking of payments heseunder, is preveddad,

4850-3599-9516.2

reshicted or infederad witly by reason by fire, flood, earﬁxq;mkeexp{us&moro:hatcasmﬁymmm:shimmbbmmea meﬁ&gto
mmem@mm&wamwudmmm,wiw,m p , regidation,; ¢ i OF rexg t of any
aggency; of ary other oc v tii Jﬁwmmwtﬂdﬁmaﬁededpaiy.mepaﬁfsum upon

i)

governmant
giving prompt notice fo the other party, shall be excused from such perfosmance io the extent of such prevention, restriction of Interferenoe
provided, howover, that the perty so affecied shafl take. alf reasonsble steps to avoid or remove such catses of noapestormance and shall

resume performance heveander with dispatch wherever such couses are removed.
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EXHIBIT A

IMAGING DIAGNOSTIC SYSTEMS, INC.
a Florida corporation

CERTIFICATE OF DESIGNATIONS, RIGHTS AND PREFERENCES
OF

SERIES M CONVERTIBLE PREFERRED STOCK

Pursuant to the Florida Business Corporation Act, the undersigned, being an officer of
Imaging Diagnostic Systems, Inc., a Florida corporation (the “Corporation”), does hereby
certify that the following resolution was adopted by the Corporation’s board of directors (the
“Board”) authorizing the creation and issuance of shares of Series M Convertible Preferred
Stock: :

RESOLVED, that pursuant to authority expressly granted to and vested in the Board by
the Certificate of Incorporation, as amended, of the Corporation, the Board hereby creates 600
shares of Series M Convertible Preferred Stock of the Corporation and authorizes the issuance
thereof, and bereby fixes the designation thereof, and the voting powers, preferences and
relative, participating, optional and other special rights, and the qualifications, limitations or
restrictions thereon (in addition to the designation, preferences and relative, participating and
other special rights, and the qualifications, limitations or restrictions thereof, set forth in the
Articles of Incorporation, as amended, of the Corporation, which are applicable to the preferred
stock, if any) as follows:

1. Designation. The series of preferred stock shall be designated and known as
“Series M Convertible Preferred Stock™ (the “Series M Preferred Stock”). The number of
shares constituting the Series M Preferred Stock shall be 600. The original purchase price/stated
amount of each share of Series M Preferred Stock shall be $10,000. The Series M Preferred
Stock shall rank senior to all other series of stock of the Corporation, except for Series L
Preferred Stock, which shall have equal rank with the Series M Preferred Stock.

2. Conversion Rights. The Series M Preferred Stock shall be convertible, without
the payment of any additional consideration by a Holder, into the common stock, no par value, of
the Corporation (“Common Stock”) as follows:

(a  Optional Conversion. Subject to and upon compliance with the provisions
of this Section 2(a), a holder of any shares of the Series M Preferred Stock (a “Hoelder”) shall
have the right, at such Holder’s option, to convert any of such shares of the Series M Preferred
Stock held by the Holder into fully paid and non-assessable shares of the Common Stock at the
then Conversion Rate (as defined herein).
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®) Conversion Rate. FEach share of the Series M Preferred Stock is
convertible into 147,282,723.12 shares of the Common Stock (the “Conversion Rate”), subject
1o adjustments as set forth in Section 2(d) hereof.

(¢)  Mechanics of Conversion.

@) The Holder may exercise the conversion right specified in Section
2(a) by giving written notice to the Corporation at any time that the Holder elects to convert a
stated number of shares of the Series M Preferred Stock into a stated number of shares of
Common Stock and by surrendering the certificate or certificates representing the Series M
Preferred Stock to be converted or a Lost Certificate Affidavit (as defined below) therefore, duly
endorsed to the Corporation or in blank, to the Corporation at its principal office (or at such other
office as the Corporation may designate by written notice, postage prepaid, to all Holders) at any
time during its usual business hours, together with a statement of the name or names (with
addresses) of the person or persons in whose name the certificate or certificates for Common
Stock shall be issued. Such conversion shall be deemed to have been made immediately prior to
the close of business on the date of surrender of the shares of Series M Preferred Stock to be
converted, and the person or persons entitled to receive the shares of Common. Stock issuable
upon such conversion shall be treated for all purposes as the record holder or holders of such
shares of Common Stock on such date.

(i) No fractional shares of Common Stock shall be issued upon
conversion of the Series M Preferred Stock. In lieu of any fractional shares to which the holder
would otherwise be entitled, the Corporation shall pay cash equal to such fraction multiplied by
the then fair market value of a share of Common Stock as determined by the Board of Directors.
For such purpose, all shares of Series M Preferred Stock held by each holder of Series M
Preferred Stock shall be aggregated, and any resulting fractional share of Common Stock shall be
paid in cash.

@ Conversion Rate Adjustments. The Conversion Rate shall be subject to
adjustment from time to time as follows:

@ Consolidation, Merger, Sale, Lease or Conveyance. In case of any
consolidation or merger of the Corporation with or into another corporation where the
Corporation is not the surviving entity, or in case of any sale, lease or conveyance to another
corporation of all or substantially all the assets of the Corporation, each share of the Series M
Preferred Stock shall after the date of such consolidation, merger, sale, lease or conveyance be
convertible into, in lieu of the number of shares of Common Stock which the Holders would
otherwise have been entitled to receive, the number of shares of stock or other securities or
property (including cash) to which the Common Stock issuable (at the time of such
consolidation, merger, sale, lease or conveyance) upon conversion of such share of the Series M
Preferred Stock would have been entitled upon such consolidation, merger, sale, lease or
conveyance; and in any such case, if necessary, the provisions set forth herein with respect to the
rights and interests thereafter of the Holder of the shares of the Series M Preferred Stock shall be
appropriately adjusted so as to be applicable, as nearly as may reasonably be, to any shares of
stock or other securities or property thereafter deliverable on the conversion of the shares of the
Series M Preferred Stock.
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(i)  Srock Dividends, Subdivisions, Reclassification, or Combinations.
If the Corporation shall (i) declare a dividend or make a distribution on its Common Stock in
shares of its Common Stock, (ii) subdivide or reclassify the outstanding shares of Common
Stock into a greater number of shares, or (iii) combine or reclassify the outstanding Common
Stock into a smaller number of shares; the Conversion Rate in effect at the time of the record
date for such dividend or distribution or the effective date of such subdivision, combination, or
reclasstfication shall be proportionately adjusted so that the Holder of any shares of the Series M
Preferred Stock surrendered for conversion after such date shall be entitled to receive the number
of shares of Common Stock that he would have owned or been entitled to receive had such
Series M Preferred Stock been converted immediately prior to such date. Successive
adjustments in the Conversion Rate shall be made whenever any event specified above shall
occur. If the Corporation shall subdivide (by stock split, by payment of a stock dividend or
otherwise) the outstanding shares of Series M Preferred Stock, into a greater number of shares of
Series M Preferred Stock, the Conversion Rate of the Series M Preferred Stock in effect
immediately prior to such subdivision shall, concurrently with the effectiveness of such
subdivision, be proportionately decreased. In the event the outstanding shares of Series M
Preferred Stock shall be combined (by reclassification or otherwise) into a lesser number of
shares of Series M Preferred Stock, the Conversion Rate of the Series M Preferred Stock in
effect immediately prior to such combination shall, concurrently with the effectiveness of such
combination, be proportionately increased.

(i)  Excluded Transactions. No adjustment to the Conversion Rate
shall be required under this Section 2(d) in the event of the issuance of: (i) shares of Common
Stock by the Corporation upon the conversion or exercise of or pursuant to any outstanding stock
options or stock option plan now existing or hereafter approved by the Holders (“Stock Option
Plans”); (ii) shares of Common Stock issued upon the exercise or conversion of options,
warrants or other convertible securities outstanding as of the date of the filing of this Certificate
of Designation, Rights and Preferences; or (iii) shares of Common Stock issued or issuable as a
dividend or distribution on the Series M Preferred Stock or pursuant to any event for which
adjustment is made pursuant to this Section 2(d)(1) or (d)(ii).

(iv)  Reservation, Validity of Common Stock. The Corporation
covenants that it will at all times reserve and keep available, free from preemptive or other
preferential rights, restrictions, reservations, dedications, allocations, options, other warrants and
other rights under any stock option, conversion, option or similar agreement, solely for the
purpose of effecting the conversion of the shares of the Series M Preferred Stock, out of the
aggregate of its authorized but unissued shares of Common Stock for the purpose of effecting
conversion of the Series M Preferred Stock, the full number of shares of Common Stock
deliverable upon the conversion of all outstanding Series M Preferred Stock not therefore
converted; provided, however, that if there is not a sufficient amount of shares of authorized
Common Stock, the Corporation will take any and all actions necessary, including but not
limited to secking shareholder approval, to amend its Articles of Incorporation to increase the
amount of shares of Common Stock authorized for issuance as is necessary to provide for the full
conversion of the Series M Preferred Stock. Before taking any action which would cause an
adjustment in the Conversion Rate such that Common Stock issuable upon the conversion of
Series M Preferred Stock would be issued in excess of the authorized Common Stock, the
Corporation will take any corporate action which may, in the opinion of its counsel, be necessary
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in order that the Corporation may validly and legally issue fully-paid and non assessable shares
of Common Stock at such adjusted Conversion Rate. Such action may include, but it is not
limited to, amending the Corporation’s Articles of Incorporation to increase the number shares of
authorized Common Stock.

()  Approvals. If any shares of the Common Stock to be reserved for the
purpose of conversion of shares of the Series M Preferred Stock require registration with or
approval of any governmental authority under any Federal or state law before such shares may
be validly issued or delivered upon conversion, then the Corporation will in good faith and as
expeditiously as possible endeavor to secure such registration or approval, as the case may be. If,
and so long as, any Common Stock into which the shares of the Series M Preferred Stock are
then convertible is listed on any national securities exchange, the Corporation will, if permitted
by the rules of such exchange, list and keep listed on such exchange, upon official notice of
issnance, all shares of such Common Stock issuable upon conversion.

63 Valid Issuance. All shares of Common Stock that may be issued upon
conversion of shares of the Series M Preferred Stock will upon issuance be duly and validly
issued, fully paid and non-assessable and free from all taxes, liens and charges with respect to the
issuance thereof, and the Corporation shall take no action that will cause a contrary result.

3. Redemption at the Holders’ Option.

Any shares of Series M Preferred Stock which remain outstanding on December 31,

2017, may be redeemed at the option of the Holders requesting same, in which case the

Corporation shall pay with respect to each redeemed share an amount equal to the stated amount

plus all accrued but unpaid dividends. Any Holder electing to exercise this option shall deliver

~ to the Company written notice of exercise together with his original Series M Preferred Stock

certificate. The redemption amount shall be paid in three equal installments, with the first due 10

days after delivery of the notice of exercise and the second and third installments due one and
two years, respectively, after the due date of the first installment.

4. Dividends.

(&)  The Holders of the Series M Preferred Stock shall be entitled to receive,
out of funds legally available therefore, cumulative dividends at the fixed rate of 9.00% of the
stated value per share per annum, payable in preference and priority to any payment of any cash
dividend on Common Stock or any other shares of capital stock of the Company junior in
priority to the Series M Preferred Stock (such Common Stock and other inferior stock being
collectively referred to as “Junior Stock™), when and as declared by the Board of Directors of
the Company.

(b)  Such dividends shall be payable on December 31 of each year and on the
Redemption Date. Dividends may be payable (i) in cash or (ii) except with respect to dividends
payable pursuant to section 4(d) below, at the Company’s option, in shares of duly authorized
and otherwise unreserved Common Stock based upon the weighted average closing bid price for
the Common Stock for the 20 trading days immediately preceding the dividend payment date in
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which the Common Stock had trading volume as quoted on the OTC QB or PINK or other
principal market on which the Common Stock is traded.

© Such dividends shall accrue with respect to each share of Series M
Preferred Stock from the date on which such share is issued and outstanding and thereafter shall
be deemed to accrue from day to day whether or not earned or declared and whether or not there
exists profits, surplus or other funds legally available for the payment of dividends, and shall be
cumulative so that if such dividends on the Series M Preferred Stock shall not have been paid, or
declared and set apart for payment, the deficiency shall be fully paid or declared and set apart for
payment before any dividend shall be paid or declared or set apart for any Junior Stock and
before any purchase or acquisition of any Junior Stock is made by the Company.

(d)  Atthe earlier of: (i) the redemption of the Series M Preferred Stock; or (ii)
the liquidation, sale or merger of the Company, any accrued but undeclared dividends shall be
paid to the Holders of record of outstanding shares of Series M Preferred Stock. Each such
dividend shall be paid in cash and mailed to the Holders of record of the Series M Preferred
Stock as their names and addresses appear on the share register of the Company or at the office
of the transfer agent on the corresponding dividend payment date.

5. Liquidation.

a Liquidation Preference. In the event of liquidation, dissolution or winding
up of the Corporation, whether voluntary or involuntary (a “Liquidation Event”), the Holders of
the Series M Preferred Stock shall be entitled to receive, prior and before any distribution of
assets shall be made to the holders of any Common Stock or other class of capital stock or other
equity securities of the Corporation, an amount equal to $10,000 per share of Series M Preferred
Stock held by such Holder plus accrued but unpaid dividends (the “Liguidation Pay Out”).
After payment of the Liquidation Pay Out to each Holder and the payment of the respective
liquidation preferences of the other preferred stock of the Corporation, if any, the Series M
Preferred Stock shall be deemed to have been converted to Common Stock and the entire
remaining assets of the Corporation available for distribution shall be distributed pro rata to
‘holders of the Common Stock of the Corporation and the former Holders of Series M Preferred
Stock in proportion to the number of shares of Common Stock held by them or into which the
Series M Preferred Stock shall be deemed to have been converted.

b Ratable Distribution. If upon any liquidation, dissolution or winding up of
the Corporation, the net assets of the Corporation to be distributed among the Holders shall be
insufficient to permit payment in full to the Holders of such Series M Preferred Stock, then all

- remaining net assets of the Corporation afler the provision for the payment of the Corporation’s
external, third party debts shall be distributed ratably in proportion to the full amounts to which
they would otherwise be entitled to receive among the Holders. Shares of Series M Preferred
Stock shall not be entitled to be converted into shares of Common Stock in order to participate in
any distribution, or series of distributions, as shares of Common Stock, without first foregoing
participation in such distribution, or series of distributions, as shares of Series M Preferred Stock.

c Merger, Reorganization or Sale of Assets. For purposes of this Section 5,
(1) any acquisition of the Corporation by means of merger, tender offer, stock purchase or other
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form of corporate reorganization or transaction in which outstanding shares of the Corporation
are exchanged for securities or other consideration issued, or caused to be issued, by the
acquiring corporation or its subsidiary (other than a transaction or series of related transactions in
which the holders of the voting securities of the Corporation outstanding immediately prior to
such transaction or series of related transactions retain, immediately after such transaction or
series of transactions, as a result of shares in the Corporation held by such holders prior to such
transaction, at least a majority of the total voting power represented by the outstanding voting
securities of the Corporation or such other surviving or resulting entity (or if the Corporation or
such other surviving or resulting entity is a wholly-owned subsidiary immediately following such
acquisition, its parent)) or (i) a sale of all or substantially all of the assets of the Corporation,
shall be treated as a Liquidation Event of the Corporation and shall entitle the holders of Series
M Preferred Stock to receive at the closing in cash, securities or other property amounts as
specified in Section 5(a) above. Whenever the distribution provided for in this Section 5 shall be
payable in assets other than cash, the value of such distribution shall be the fair market value of
such securities or other property as determined in good faith by the Board, except that any
publicly-traded securities to be distributed to stockholders in a liquidation, dissolution, or
winding up of the Corporation shall be valued as follows:

1 if the securities are then traded on a national securities exchange,
then the value of the securities shall be deemed to be the average of the closing prices of the
securities on such exchange over the 10 trading day period ending five trading days prior to the
distribution;

ii if the securities are actively traded over-the-counter, then the value
of the securities shall be deemed to be the average of the closing bid prices of the securities over
the 10 trading day period ending five trading days prior to the Distribution.

In the event of a merger or other acquisition of the Corporation by another entity, the
Distribution date shall be deemed to be the date such transaction closes. For the purposes of this
subsection 5(c), “trading day” shall mean any day which the exchange or system on which the
securities to be distributed are traded is open and “closing prices™ or “closing bid prices” shall be
deerned to be: (i) for securities traded primarily on the New York Stock Exchange, the American
Stock Exchange or a Nasdaq market, the last reported trade price or sale price, as the case may
be, at 4:00 p.m., New York time, on that day and (ii) for securities listed or traded on other
exchanges, markets and systems, the market price as of the end of the regular hours trading
period that is generally accepted as such for such exchange, market or system. If, after the date
hereof, the benchmark times generally accepted in the securities industry for determining the
market price of a stock as of a given trading day shall change from those set forth above, the fair
market value shall be determined as of such other generally accepted benchmark times.

6. Voting Rights.

(@~ The holders of Preferred Stock and the holders of Common Stock shall
have identical voting rights and shall vote together and not as separate classes.

(b)  Other than as provided herein or required by law, there shall be no series
voting.
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©) The Holders of the Series M Preferred Stock shall be entitled to vote at
any meeting of stockholders of the Corporation (or any written actions of stockholders in lieu of
meetings) with respect to any matters presented to the stockholders of the Corporation for their
action or consideration. For the purposes of such stockholder votes, each share of Series M
Preferred Stock shall be entitled to one vote for each share of Common Stock such share of
Series M Preferred Stock could then be converted into at the record date set for such voting. For
purposes of determining the voting rights of the Holders of the Series M Preferred Stock, any
share of Common Stock into which a share of Series M Preferred Stock could be converted that
is not authorized or outstanding, but is subject to issuance upon exercise of conversion
hereunder, shall be deemed to be outstanding. Fractional votes shall not, however, be permitted
and any fractional voting rights resulting from the above formula (after aggregating all shares
into which shares of Series M Preferred Stock held by each holder could be converted), shall be
disregarded. The Holders of shares of Series M Preferred Stock shall be entitled to notice of any
stockholders” meeting in accordance with the bylaws of the Corporation.

(d) Notwithstanding anything stated to the contrary, so long as any shares of
Series M Preferred Stock remain outstanding, the Corporation shall not (and shall not cause or
permit any of its material Subsidiaries to), by amendment, merger, consolidation or otherwise,
without first obtaining the approval of the holders of at least a majority of the then outstanding
shares of Series M Preferred Stock: (i) alter or change the rights, preferences or privileges of the
Series M Preferred Stock as outlined herein; (ii) create any new class or series of capital stock
(or securities convertible into or exercisable therefore) (1) having parity with or a preference
over the Series M Preferred Stock as to the payment of dividends or the distribution of assets
upon the occurrence of a Liquidation Event or (2) that are otherwise on parity or superior to the
Series M Preferred (“Senmior Securities”); (iii) alter or change the rights, preferences or
privileges of any Senior Securities so as to adversely affect the Series M Preferred Stock; (iv)
enter into a contract for a sale by the Corporation (or any material subsidiary thereof) of a
material portion of the assets or equity of the Corporation or such subsidiary whether effected by
a merger, consolidation or other transaction; (vi) amend the Corporation’s articles of
incorporation, bylaws or this Certificate (as defined below); (vii) declare or pay dividends or
redeem any equity securities of the Corporation or any material subsidiary thereof (other than
dividends payable on, or redemption of, the Series M Preferred Stock); (viii) issue additional
shares of Common Stock or Series M Preferred Stock (except in connection with the conversion
of the Series M Preferred Stock) or any security convertible or exercisable into Common Stock
or Series M Preferred Stock; or (ix) effect a Liquidation Event as described in Section 5(a) or

5(c).

7. Exclusion of Other Rights. Except as may otherwise be required by law, the
shares of the Series M Preferred Stock shall not have any preferences or relative, participating,
optional or other special rights, other than those specifically set forth in this Certificate (as
defined below) (as such Certificate may be amended from time to time) and in the Corporanon 5
Articles of Incorporation, as amended.

8. Headings of Subdivisions. The headings of the various subdivisions hereof are

for convenience of reference only and shall not affect the interpretation of any of the provisions
hereof.
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9. Severability of Provisions. If any right, preference or limitation of the Series M
Preferred Stock set forth in this certificate of designations, rights and preferences (“Certificate™)
(as such Certificate may be amended from time to time) is invalid, unlawful or incapable of
being enforced by reason of any rule of law or public policy, all other rights, preferences and
limitations set forth in this Certificate (as so amended) which can be given effect without the
invalid, unlawful or unenforceable right, preference or limitation shall, nevertheless, remain in
full force and effect, and no right, preference or limitation herein set forth shall be deemed
dependent upon any other such right, preference or limitation unless so expressed herein.

10. Status of Reacquired Shares. No shares of the Series M Preferred Stock which
have been issued and reacquired in any manner or converted into Common Stock may be
reissued, and all such shares shall be returned to the status of undesignated shares of preferred
stock of the Corporation.

IN WITNESS WHEREOF, the Corporation has caused this Certificate to be signed in
its name and on its behalf by its Chief Executive Officer this day of July, 2014.

_ By:
Name: Richard J. Grable I
Title: President
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EXHIBIT B

July 2014

Viable International Investments LLC

Attention:

RE: Preferred Stock Purchase Agreement, dated as of even date herewith (“Purchase
Agreement”), between Imaging Diagnostic Systems Inc., a Florida corporation (the
“Company”) and Viable International Investmentis LLC, a Florida limited liability
company (the “Purchaser”)

Ladies and Gentlemen:

We have served as counsel to the Company in connection with the transactions
contemplated by the Purchase Agreement. Unless otherwise defined herein, capitalized terms
used herein shall have the meanings ascribed to them in the Purchase Agreement.

As counsel to the Company, we have examined originals or copies, certified or otherwise
identified to our satisfaction, of the following documents (collectively the *“Primary
Documents”), in order to give our opinions to you, as hereafter set forth:

Purchase Agreement;

Certificate of Designations, Rights and Preferences of the Company’s Series M
Convertible Preferred Stock (“Cerfificate of Designations”);

Closing Certificate of the Company dated as of July __ ,2014;

Certificate of Secretary of the Company dated as of July __,2014;
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Certificate of Active Status as to the Company issued by the Secretary of State of the State
.of Florida on July ___,2014;

Articles of Amendment of the Articles of Incorporation of the Company, certified by the
Secretary of State of the State of Florida on July ___,2014; and

Resolutions of the Board of Directors of the Company, as certified by the Secretary of the
Company on July ___,2014.

In addition to the above, we have reviewed such other documents, certificates,
" instruments and agreements as in our judgment are necessary or appropriate to enable us to
render this opinion. In addition, we have conducted such other inguiries and examinations as

we deem necessary and appropriate for rendering this opinion.

In rendering this opinion, you have authorized us to assume, and we have therefore
assumed, without undertaking any independent investigation, verification, or research of any
kind that:

all persons or entities (collectively, “Persons’ ), other than the Company,
executing the Primary Documents on behalf of all parties thereto have the legal capacity to

execute such documents;

. all copies of instruments examined by us are true and correct copies of the
originals thereof, all documents submitted to us as originals are authentic, and all signatures

thereon are genuine;

the power and authority of each Person, other than the Company, to execute,

deliver and perform the Primary Documents;

the legality, validity and, binding effect as to each Person of the Primary

Documents;

the authorization, execution and delivery by each Person, other than the

Company or individuals acting on behalf of the Company, of the Primary Documents;

that there has been no prior waiver of any right or remedy contained in the
Primary Documents;
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» that the addressee has acted in good faith, without notice or knowledge of adverse
claims, and has complied with all laws applicable to it that affect the transactions under the

Primary Documents;

that the transactions under the Primary Documents comply with all tests of good

faith, fairness, and conscionability required by law;

that no action, discretionary or otherwise, will be taken by or on behalf of any .
party to the Primary Documents in the future that might result in a violation of law;

that there are no other agreements or understandings among the parties that
would modify the terms of the Primary Documents or the respective rights or obligations of the
parties to the Primary Documents;

that with respect to the Primary Documents and the transactions described
therein, there has been no mutual mistake of fact, frand (whether actual or constructive) or

duress;

that the laws of any jurisdiction, other than the State of Florida, which govern the
formation and authorization of the Company, are identical to the laws of the State of Florida;

and

the members of the board of directors of the Company, in evaluating and
approving the transactions contemplated by the Primary Documents, have satisfied their
fiduciary duties.

For purposes of this letter, we have not undertaken any search of public records in any

jurisdiction.

In connection with rendering our opinion, you have specifically authorized us to rely
upon and assume as accurate and complete, and we therefore have relied upon and assumed to
be accurate and complete, the following as they relate to any facts material to the opinions
expressed below, without any independent investigation, research, or verification of any kind by
us: (i) the representations and warranties of the Company contained in the Primary Documents,
(ii) certificates of public officials, and (iii) statements and representations of the officers and
other representatives of the Company as they relate to any facts materjal to the opinions
expressed below.
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Whenever any of our opinions herein is stated to be “to our knowledge”, or words or
phrases of similar meaning, it shall mean that there is nothing in the current conscious
awareness of Robert B. Macaulay, who constitute the only attorney of this firm who has had
substantial participation in our firm’s representation of the Company in connection with the
fransactions contemplated by the Purchase Agreement, that would lead such attorney to
conclude that such opinion is not correct. Except to the extent expressly set forth herein, neither
this firm nor such attorney has undertaken any independent verification, investigation, or
research of any kind to determine the existence or absence of such facts, and no inference as to
this firm’s or such attorney’s knowledge of the existence or absence of such facts should be
drawn from such representation of the Company.

When we refer to the transactions contemplated by the Primary Documents (the
“Transactions”), our opinion is limited to the establishment, authorizaﬁon, sale and issuance of
the Series M Preferred Stock and no opinion is expressed regarding the right to convert the
Series M Preferred Stock to common shares.

Based solely on the foregoing, and in reliance thereon, and subjectv to the assumptions,

limitations, and exceptions set forth herein, we are of the opinion that:

The Company is a corporation organized under Florida law, and its company status is

active,

The Company has been authorized by all necessary corporate action to execute, deliver
and perform the Primary Documents to which it is a party.

The Primary Documents to which the Company is a party have been duly executed and
delivered by the Company and constitute the legal, valid and binding obligations of the
Company, enforceable in accordance with their respective terms, subject to the following:

€Y Jimitations imposed by laws relating to baﬁ_l&uptcy, fraudulent transfer,
moratorium, insolvency, reorganization or similar laws from time to time in effect related to or
affecting the enforcement of creditors’ nghts generally, including, without lmnta‘aon, Jud1c1ally-
developed doctrmes relevant to any of the foregoing laws;
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b) the availability of equitable remedies, including, without lLimitation,
specific performance and injunctive relief, which are subject to the discretion of the court where

" any proceeding may be brought;

(¢)  limitations imposed by state or federal laws and decisions which may

affect some of the self-help and other remedies specified therein;

(d) other court decisions holding, under the circumstances in a particular
case, restrictive covenants or other provisions similar to those in the Primary Documents
unenforceable because they are found to be unconscionable, to permit improper self-help, or to

violate implied covenants of good faith and fair dealing, or other reasons;

(e) court decisions finding provisions in any ‘o_f the Primary Documents
purporting to permit service of process by certified mail, return receipt requested, unenforceable

as a means of obtaining personal jurisdiction;
® limitations on the enforceability of powers of attorney;

® rights to indemnity and contribution under the Primary Documents may
be limited by federal or state laws or the public policy underlying such laws, and that the
enforceability of rights to indemnification and contribution under such agreements may be

limited by applicable laws or the public policy underlying such laws;

(h)  limitations on the enforceability of forfeiture or liquidated damages

provisions; and

@ limitations based on the requirement of shareholder approval for an
increase in the Company’s authorized common stock sufficient to allow the conversion of the

Series M Preferred Stock.

The shares of Preferred Stock to be issued pursuant to the Purchase Agreement have
been duly and validly authorized and, subject to the Company’s filing of the Certificate of
Designations with the Secretary of State of the State of Florida and the Company’s receipt of
consideration therefor pursuant to the Purchase Agreement, are validly issued, fully paid and
nonassessable; provided, however, that (i) the Company will not be able to convert more than 69
shares of the Preferred Stock until the Company’s shareholders approve articles of amendment
to the Company’s articles of incorporation increasing the Company’s authorized Common Stock
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to provide sufficient conversion shares, and (ii) upon Purchaser’s acquisition of shares with
78.9% of the Company’s voting rights through the purchase of 250 shares of the Preferred Stock
at the First Closing, an increase in the Company’s authorized Common Stock may be
accomplished pursuant to a majority shareholder written consent executed by Purchaser
followed by the filing of an information statement in accordance with SEC regulations. Apart
from the majority shareholder written consent, no annual or special meeting of shareholders or
other Company shareholder approval will be required for the increase in the Company’s
authorized Common Stock or for the authorization of the transactions contemplated by the

Purchase Agreement.

To our knowledge, no litigation, investigation, claim, criminal prosecution, civil
investigative demand, imposition of criminal or civil liens, fines or penalties, or any other
proceeding of or before any court, arbitrator or any local, state or federal governmental
authority or agency is pending or threatened which, if adversely determined, might affect or
bring into question the validity or enforceability of the Primary Documents or the Transactions
contemplated thereby, or which would have a material and adverse effect on the business, assets
or financial condition of the Company, other than as disclosed in the Company’s public filings
with the Securities and Exechange Commission or in the Purchase Agreement.

Neither the execution or performance by the Company of the Primary Documents, nor
the consummation of the Transactions contemplated therein, will violate any provision of law or
of the Company’s articles of incorporation or its by-laws as amended to the date hereof, or to our
knowledge violate or be in conflict with, result in a breach of, or constitute a default under, or
result in the creation or imposition of a lien pursuant to, any agreement or other instrument to
which the Company is a party or by which it or any of its properties is bound, or any order, writ,
injunction or decree of any court or governmental instrumentality which violation, conflict,
breach or default would have a material adverse effect on the Company.

Except for the filing of the Certificate of Designations with the Florida Secretary of State,
no registration with or approval of, or any other action by, any federal, state or other
governmental commission or regulatory body or any non-governmental third party is required
in connection with the execution, delivery and performance of the Primary Documents and the
consummation of the transactions contemplated thereby. In partiéular, no approval of the

Company’s shareholders is required for such transactions.

The opinions set forth above are subject to the following exceptions and qualifications:
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@ We express no opinion as to any matter not specifically addressed in this

opinion; and

{(ii) We are members of the bar of the State of Florida, and we express no
opinion under the laws of any state or jurisdiction other than the laws of the State of Florida and
the federal laws of the United States of America.

This opinion is limited to the law in effect as of the date hereof and is intended solely for
your benefit and may not be used or relied upon by any other person or entity, or in connection

with any other transaction, without our prior written consent.

Very truly yours,

CARLTON FIELDS JORDEN BURT

By:
Robert B. Macaulay
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D’Arelli Pruzansky, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

June 30, 2014

Board of Directors

Imaging Dlagnostjc Systemns, Inc.
1291-B NW 65" Place

Fort Lauderdale, FL. 33308-1942

To the Board of Directors:

|
We are pleased to confirm our understanding of the services we are to provide for kmaging Diagnostic Systems, ||
inc. (“the Company”) for the year ended June 30, 2014. |

| | E

We will audit the balance sheet of the Company as of June 30, 2014, and the related statements of operations,
stockholders’ equity, and cash flows for the year then ended. Based on our audit, we will issue a written repart on
the Company's flnancial statements, all of which are to be included in the annuat reports (Form 10-Ks) proposed i
to be filed by the Company under the Securities Exchange Act of 1834, '

Audit Objective

The objective of an audit of the financial statements is the expression of an opinion on the financial statements.
Accordingly, the objective of our audit is the expression of an opinion about whether the Company's financial
statements are fairly presented, in all material respects, in conformity with accounting principles generally
accepted in the United States.

We are responsible for conducting our audit of the financial statements in accordance with the standards
established by the Public Company Accounting Cversight Board (PCAOB). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether caused by error or fraud. Because our audit is designed to provide reasonable but not
absolute, assurance and because we will not perform a detailed examination of all fransactions, there Is some risk
that malerial misstatements of the financial stalemenis may exist and not be detected by us, Although not
absolute assurance, reasonable assurance is a high level of assurance. Also, a financial statement audit is not
designed to detect eror or fraud that is immaterial to the financial statements or violations of laws or
governmental regulations that do not have a direct and material effect on the financial statements.

if circumstances arise in which it is necessary for us fo modify the opinion in our report or to include an
explanatory paragraph in our report, we will communicate the reasons for the modification or explanatory i
language and the revised wording of the report to management and the audit committee. if for any reasen we are 1
unable to complete our audit or are unable to form, or have not formed, an opinion, we retain the right to take any i
course of action permitted by professional standards or regulatory requirements, including declining to express an ;
opinion or issue a report, or withdrawing from the engagement. In that circumstance, we will notify the audit

commitiee and management.

Audit Procedures

Our audit of the financial statements will include tests of documentary evidence supporting the transactions
recorded in the accounts, including tests of the physical existence of inventories and direct confirmation of certain
assets and liahilities by correspondence with selected customers, creditors, and financial institutions. The audit
will include examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas {0 be tested. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting esfimates made by management, as well as evaluating the overall
presentation of the financial slatements. In connection with our audit of the financial statements, we will obtain an
understanding of internal control sufficient to plan the audit and to determine the nature, timing, and extent of
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audit procedures to be ‘performed; however, an audit of the financial statements is not designed to provide
assurance on internal control or to identify Internal control deficlancies.

Our audit of the financial statements will also include reading the other information in the Company’s annual
report and considering whether other information in the annual report (including the manner of its presentation) is
materially inconsistent with information in the financial statements. However, our audit will not include procedures
to corroborate such other information. We are also required to read any document, including the annual report to
shareholders and filings with the SEC, that contains or incorporates by reference our audit or interim review
reports, or contains any reference fo us.

At the conclusion of our audit, you agree to provide us with a letter that confirms certain representations made by
management during the audit about the Company's financial statements and related matters.

Review of Unaudlted Quarterly Financial Infermation

In conjunction with the annual audit, we will also perform reviews of the Company's unaudited quarterly financial
information for the quarters and year-fo-date periods ending September 30, 2014, December 31, 2014, and
March 31, 2015, which are to be included in the quarterly reports (Form 10-Q) proposed to be filed by the
Company under the Securities Exchange Act of 1934. For these quariers, we will parform reviews of that
information before the Form 10-Q is filed. These reviews will be conducted in accordance with the standards of
the PCAQB. The objective of a review of interim financial information is fo provide a basis for communicating
whether we are aware of any material modifications that should be made to the Interim financial information for #
to conform with U.S. gensrally accepted accounting principles. A raview is substantially less in scope that an audit
conducted in accordance with PCAOB standards, the objective of which is the expression of an opinien regarding
the financial statements taken as a whole. Accordingly, we will not express an opinion on the Company's interim
financial information.

A reviaw of Interim financial information consists principally of performing analytical procedures applied to
financial data and making inquiries of persons responsible for financial and accounting matters. It includes
obtaining sufficient knowledge of the Company’s business and its internal control as it relates to the preparation of
both annual and interim financial information (1) to identify the types of potential material misstatements in the
interim financial information and consider the likelihood of their potential occurrence, and (2) to select the inquiries
and analytical procedures that will provide a basis for communicating whether we are aware of any material
modifications that should be made to the interim financial information for it to conform with U.S. generaily

accepted accounting principles.

A review does not contemplate tests of accounting records or internal controls, tests of responses fo inquiries by
obtaining corroborating evidence, or performing certain other procedures ordinarily performed in an audit. Thus, a
review does not provide assurance that we will become aware of all significant matters that would be identified in
an audit and cannot be relied on to detect errors, fraud, or iilegal acts. Furthemmore, given the limited nature of
review procedures, we may not become aware of all matters that might affect judgments about qualitative aspects
of the Company’s accounting policies and procedures. Also, a review is not designed to provide assuranca on
internal control or to identify material weaknesses or significant deficiencies in internal contn:)i

As agreed, we will not issue a written report on our review of the Company’'s intenm financial information.
However, if the Company refers fo the interim financial information that we have reviewed when such information
is included in documents issued to shareholders or third parties, including the SEC, we are required by
professional standards to issue a written report on our review, which must accompany the interim financial
information in the document.

if, for any reason, we are unable to complete our reviews or are unable to obtain or have not obtained limited
assurance on the interim financial information, we will communicate the circumstances fo the audit commitiee and
management. At the conclusion of our reviews, you agree to provide us with a letter that confirms certain
representations made by management about the Company’s financial statements and related matters.

Auditor Responsibility to Communicate with the Audit Committee and Management

We will communicate to the audit commiitee and management of the Company, as appropriate, any efrors, fraud,
or other illegal acts {unless clearly inconsequential) that come to our attention during our audit. In the case of
illegal acts that, in our ;udgrnent would have a material effect on the financial statements, we are also required to
follow procedures set forth in the Private Securities Litigation Reform Act of 1995, which, under certain
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circumstances, requires us to comynunicate our conclusions to the SEC. While the objective of our audit of the
financial statements is not to report on the Company's internal control and we are not obligated to search for
material weaknesses or significant deficiencles as part of our audit of the financial statements, we will
communicate in writing to the audit committee and management all material weaknesses and significant
deficiencies relating to internal control over financial reporting identified while performing our audit. We will also
communicate in writing to management all deficlencies In internal control over financial reporting that are of a
lesser magnitude than significant deficiencies not previously communicated in writing by us of by athers, including
the Company’s internal auditors. We will also Inform the audit committee when we have communicated to
management all internal control deficiencies. If we conclude that the audit committes’s oversight of the
Company's external financial reporting and internal conirol over financial reporting is ineffective, we will
communicate that conclusion in writing to the Company’s board of directors.

We are also respansible for communicating with the audit committee about certain other matters related to our
audit, including (1) our audit responsibility under PCAOB standards; (2} information relating to our independence
with respect e the Company; {3) an overview of our overall audit strategy, timing of the audit, and significant risks
identified during our risk assessment procedures; {4) management’s initial selectlon of, or changss in, significant
accounting policies or the application of such policies, and the effect on the Company’s financial statements or
disclosures of significant accounting policies in controversial areas or areas for which there is a lack of
authoritative guidance or consensus or diversity in practice; {5) the Company's critical accounting policies and
practices, including the reasons certain policles and practices are considered critical and how current and
anticipated fulure events might affect the determination of whether certain policiss and practices are considered
critical; (6) a description of the process management used to develop critical accounting estimates,
management’s significant assumptions used in critical accounting estimates that have a high degree of
subjectivity, and any significant changes management made to the process used to develop critical accounting
estimates or management’s significant assumptions, including a description of management’s reasons for the
changes and the effects of the changes on the financial statements; (7) significant transactions outside of the
normal course of the Company's business or that otherwise appear to be unusual due to their nature, timing, or
size, along with the policies and practices used to account for significant unusual transactions, and our
understanding of the business rationale for significant unusual transactions; (8} our evaluation of the quality of the
Caompany's financial reporting; (8) corrected misstatements arising from our audit and the implications that such
corrected misstatements might have on the Company’s financial reporting process; (10} uncorrected
misstatements aggregated during the current engagement and pertaining o the latest period presented that were
determined by management o be immaterial, both individually and in the aggregate; {11) if applicable, our
evaluation of the Company’s ability fo continug as a going concern; (12) difficult or contentious issues about which
we consulted with others and that we believe are relevant to the audit commitiee’s oversight of the financial
‘reporting process; (13) disagreements with management abouf matters, whether or not satisfactorily resolved,
that could be significant to the Company’s financial statements or our report; (14) any concerns we may have
related to significant auditing or accounting matters about which management has consulted with other
accountants; {15) any issues discussed with management prior to our retention, including significant discussions
regarding the application of accounting principles and auditing standards; (16) any significant difficulties
encountered in performing the audit; and (17) other matters required to be communicated by PCAORB standards
or that are significant to the oversight of the Company’s financial reporting process.

Furthermore, we are responsible for providing a copy of the management representation letter to the audit
commiitee if management has not done so, and for communicating to the audit committee other material written

communications between the auditor and management.

In connection with our reviews of the Company's unaudited quarterly financial information, we will communicats to
the audit committee and management any matters that come to our attention thaf we believe may require material
modifications to the financial information to make it conform with accounting principles generally accepted in the
United States. Further, we will communicate any significant deficiencies or materiat weaknesses that come to our

attention.

Management Responsibilities

Management is responsible for the fair presentation of the Company’s financial statements (including disclosures)
in accordance with accounting principles generally accepted in the United States, for the selection and application
of accounting principles, for making all financial records and relevant information available to us on a timely basis,
and for the accuracy and completeness of that information. Management also agrees that we will have
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unrestricted access fo persons within the Company from whom we determine it necessary fo obtain audit
evidence and the full cooperation of Company personnel.

Managament is also responsible for adjusting the financial statements to correct material misstatements relating
to accounts or disclosures and affirming to us in the management representation lefter that the effects of any
uncorrected misstatements aggregated by us during the current engagement and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In
addition, management Is responsible for the design and implementation of programs and controls to prevent and
detect fraud and for identifying and ensuring that the Company complies with applicable laws and regulations, and
for informing us of any known material violations of such laws and regulations that would have an effect that is
material to financial statement amounts or disclosures.

Management is also responsible for establishing and maintaining effective internal control over financial reporting,
including monitoring activities; notifying us of all deficiencies in the design or operation of internal control over
financial reporting of which it has knowledge; and describing to us any fraud resulting in a materlal misstatement
of the financial statements and any other fraud involving senior management or employees who have a significant
role in the Company’s intemal control.

Management is responsible for the Company’s interim financial information and for establishing and maintaining
effective internal control over financial reporting. It Is also responsible for identifying and ensuring that the
Company complies with the laws and regulations applicable to its activities; making all financial records and
related information available to us; adjusting the Interim financial information to correct material misstatements;
and affirming that the effects of any uncorrected misstatements pertaining to the periods under review are
Immaterial, both individually and in the aggregate, to the interim financial information taken as a wheale,

Engaéement Administration, Fees, and Other
Mitchell Pruzansky is the engagement partner and is responsible for supesvising the engagement and signing the
report or authorizing another individual to sign it.

if any dispute, contraversy or claim arises in connection with the performance or breach of this agreement and -

cannot be resolved by facilitated negotiations (or the parties agree to waive that process) then such disputs,
controversy or claim shall be settied by arbltration in accordance with the Jaws of the State of Florida and the then
current Arbitration Rules for Professional Accounting and Related Dispules of the American Arbitration
Association, except that no pre-hearing discovery shall be permitted unless specifically authorized by the
arbitration panel, and shall take place in Palm Beach County, unless the parties agree to a different locale.

Such arbitration shall be conducted before a panel of three persons, one chosen by each party and the third
selected by the two party-selected arbitrators. The arbitration panel shall have no authority lo award non-
monetary or equitable relief, and any monetary award shall not include punitive damages. The confidentiality
provisions applicable to facilitated negotiation shall also apply fo arbitration.

The award issued by the arbitration panel may be confirmed in a judgment by any federal or state court of
competent jurisdiction. All reasonable costs of both parties, as determined by the arbitrators, including but not
limited fo (1) the costs, including reasonable attorneys’ fees, of the arbitration; (2) the fees and expenses of the
AAA and the arbitrators and (3) the costs, including reasonable attorneys’ fees, necessary to confirm the award in
court shall be borne entirely by the non-prevailing party (io be designated by the arbitration panel In the award)
and may not be allocated between the parties by the arbitration panel,

We estimate that our fee for the audit services described above will be $38,000 and our fees for the review
services described above will be $12,000 ($4,000 per guarteriy review), for a total estimated engagement fee of
$50,000. The fee estimates and completion of our work is based on anticipated Gooperation from Company
personnel; timely responses to our inquiries; timely communication of all significant accounting and financial
matters; and the assumption that unexpected circumstances will not be encountered during the engagement. If
significant additional time is necessary, we will keep Company management informed of any problems we
encounter and our fees will be adjusted accordingly. We will require a retainer of $15,000 prior to commencement
of fieldwork. Thereafter, our invoices for these fees will be rendered as work progresses and are payable on

presentation.
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Regarding electronic filings, management agrees that, before filing any document in electronic format with the
SEC with which we are associated, we will be advised of the proposed filing on a timely basis. We will provide the
Company a signed copy of our report and consent. These manually signed documents will serve to authorize the
use of our name prior to the Company’s electronic transmission. Management will provide us with a complete
copy of the accepted document.

The Company may wish to include or incorporate by reference our audit report on these financial statements in
other documents, such as a registration statement proposed to be filed under the Securities Act of 1933 or in
some other securities offering. If so, you agree not to include our sudit repart or make reference to our Firm
without our prior permission or consent. Any agreement to perform work in connection with an offering, including
an agreement to provide permission or consent, will be a separate engagement.

Any additional services that may be requested and we agree to provide, will be the subject of separate
arrangsments,

The audit documentation for this engagement is the property of our firm and constitutes confidential information.
However, we may be requested to make certain audit documentation available to the PCAOB, SEC, or other
regulators pursuant to the authority given to them by law or regulation. If requested, access to such audit
documentation will be provided under the supervision of firm personnel. Further, upon raquest, we may provide
copies of selected audit documentation to the regulator. The regulator may intend, or decide, ta distribute the
copies or information contained therein to others, including other government agencies. We agree lo
commuriicate with you on a timely basis any requests by the PCAOB for access to audit documentation as part of
its inspection process and when it desires direct contact with members of the audit commitiee.

We appreciate the opportunity o be of service and believe this letter accurately summarizes the significant terms

of our engagemert. If you have any questions, please let us know. If you agree with the terms of our engagement
as described in this letter, plsase sign the enclosed copy and return it to us.

Very truly yours,

D'Arelli Pruzansky, P.A.

RESPONSE:
This letter correctly sets forth the understanding of Imaging Diagnostic Systems, Inc.
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CERTIFIED PUBLIC ACCOUNTANTS

June 12, 2014

Board of Directors

Imaging Diagnostic Systems, Inc.
1291-B NW 65" Place

Fort Lauderdale, FL 33309-1942

To the Board of Directors:

We are pleased to confirm our understanding of the services we are to provide for Imaging Diagnostic Systems, ;
Inc. (“the Company”) for the years ended June 30, 2013 and 2012. :

We will audit the balance sheets of the Company as of June 30, 2013 and 2012, and the related statements of |
operations, stockholders’ equity, and cash flows for the years then ended. Based on our audits, we will issue a :
written report on the Company’s financial statements, all of which are to be included in the annual reports (Form ,
10-Ks) proposed to be filed by the Company under the Securities Exchange Act of 1934, .

Audit Objective i
The objective of an audit of the financial statements is the expression of an opinion on the financial statements. i
Accordingly, the obijective of our audit is the expression of an opinion about whether the Company’s financial :
statements are fairly presented, in all material respects, in conformity with accounting principles generally
accepted in the United States. i

We are responsible for conducting our audit of the financial statements in accordance with the standards
established by the Public Company Accounting Oversight Board (FCAOB). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether caused by error or fraud. Because our audit is designed to provide reasonable but not
absolute, assurance and because we will not perform a detailed examination of all fransactions, there is some risk
that material misstaternents of the financial statements may exist and not be detected by us. Although not
absolute assurance, reasonable assurance is a high level of assurance. Also, a financial statement audit is not
designed to detect error or fraud that is immaterial to the financial statements or violations of laws or
governmental regulations that do not have a direct and material effect on the financial statements.

If circumstances arise in which it is necessary for us to madify the opinion in our report or to include an
explanatory paragraph in our report, we will communicate the reasons for the modification or explanatory
language and the revised wording of the report to management and the audit committee. If for any reason we are .
unable to complete our audit or are unable to form, or have not formed, an opinion, we retain the right to take any

course of action permitted by professional standards or regulatory requirements, including declining fo express an

opinion or issue a report, or withdrawing from the engagement. In that circumstance, we will notify the audit
committee and management.

Audit Procedures

Our audits of the financial statements will include tests of documentary evidence supporting the transactions
recorded in the accounts, including tests of the physical existence of inventories and direet confirmation of certain
assets and liabilities by correspondence with selected customers, creditors, and financial institutions. The audit
will include examining, on 2 test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, cur audit will involve judgment about the number of transactions to be examined and the
areas to be tested. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. In connection with our audit of the financial statements, we will obtain an
understanding of internal control sufficient to plan the audit and to determine the nature, timing, and extent of
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audit procedures to be performed; however, an audit of the financial statements is not designed to provide

assurance on internal control or to identify internal control deficiencies.

Qur audit of the financial statements will also include reading the other information in the Company’s annual
report and considering whether other information in the annual report (including the manner of its presentation) is
materially inconsistent with information in the financial statements. However, our audit will not include procedures
to corroborate such other information. We are also required to read any document, including the annual report to
shareholders and filings with the SEC, that contains or incorporates by reference our audit or interim review
reports, or contains any reference to us.

At the conclusion of our audits, you agree to provide us with a letter that confirms certain representations made by
management during the audit about the Company's financial statements and related matters.

Review of Unaudited Quarterly Financial information

In conjunction with the annual audits, we will also perform reviews of the Company’s unaudited quarterly financial
information for the quarters and year-to-date periods beginning with the September 30, 2013 period and ending
with the March 31, 2014 period, which are to be included in the quarterly reports (Form 10-Q) proposed ta be filed
by the: Company under the Securities Exchange Act of 1934. For these quarters, we will perform reviews of that
information before the Form 10-Q is filed. These reviews will be conducted in accordance with the standards of
the PCAOB. The objective of a review of interim financial information is to provide a basis for communicating
whether we are aware of any material modifications that should be made to the interim financial information for it
to conform with U.S. generally accepted accounting principles. A review is substantially less in scope that an audit
conducted in accordance with PCAOB standards, the objective of which is the expression of an opinion regarding
the financial statements taken as a whole. Accordingly, we will not express an opinion on the Company’s interim
financial information.

A review of interim financial information consists principally of performing analytical procedures applied to
financial data and making inquiries of persons responsible for financial and accounting matters. 1t includes
obtaining sufficient knowledge of the Company’s business and its internal contro! as it relates to the preparation of
both annual and interim financial information (1) to identify the types of potential material misstatements in the
interim financial information and consider the likelihood of their potential occurrence, and {2) to select the Inquiries
and analytical procedures that will provide a basis for communicating whether we are aware of any material
modifications that should be made to the interim financial information for it o conform with U.S. generally
accepted accounting principles.

A review does not contemplate tests of accounting records or internal controls, tests of responses to inquiries by
obtaining corroborating evidence, or performing certain other procedures ordinarily performed in an audit. Thus, a
review does not provide assurance that we will become aware of all significant matters that would be identified in
an audit and cannot be relied on to detect errors, fraud, or illegal acts. Furthermore, given the limited nature of
feview procedures, we may not become aware of all matters that might affect judgments about qualitative aspects
of the Company’s accounting policies and procedures. Also, a review is not designed to provide assurance on
internal contro! or to identify material weaknesses or significant deficiencies in internal control.

As agreed, we will not issue a written report on our review of the Company's interim financial information.
However, if the Company refers to the interim financial information that we have reviewed when such information
is Included in documents -issued to shareholders or third parties, including the SEC, we are required by
professional standards to issue a written report on our review, which must accompany the interim financial

information in the document.

If, for any reason, we are unable to complete our reviews or are unable to obtain or have not obtained limited
assurance on the interim financial information, we will communicate the circumstances to the audit committee and
management. At the conclusion of our reviews, you agree fo provide us with a letter that confirms certain
representations. made by management about the Company's financial statements and related matters.

Auditor Responsibility to Communicate with the Audit Committee and Management

We will communicate to the audit committee and management of the Company, as appropriate, any errors, fraud,
or other lllegal acts (unless clearly inconsequential) that come to our attention during our audit. In the case of
illegal acts that, in cur judgment, would have a material effect on the financial statements, we are also required to
follow procedures set forth in the Private Securities Litigation Reform Act of 1995, which, under certain
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circumstances, requires us to communicate our conclusions to the SEC. While the objective of our audit of the
financial statements is not to report on the Company’s internal control and we are not obligated to search for
material weaknesses or significant deficiencies as part of our audit of the financial statements, we wil
communicate in writing to the audit commiftee and management all material weaknesses and significant
deficiencies relating to internal control over financial reporting identified while performing our audit. We will also
communicate in writing to management all deficiencies in internal control over financial reporting that are of a
lesser magnitude than significant deflciencies not previously communicated in writing by us or by others, including
the Company's internal auditors. We will also informn the audit committee when we have communicated to
management all internal control deficiencies. If we conclude that the audit committee’s oversight of the
Company’'s external financial reporting and internal control over financial reporting is ineffective, we will
communicate that conclusion in writing to the Company’s board of directors.

We are also responsible for communicating with the audit committee about certain other matters related to our
audit, including (1) our audit responsibility under PCAOB standards; (2) information relating to ocur independence
with respect to the Company; (3} an overview of our overall audit strategy, timing of the audit, and significant risks
identified during our risk assessment procedures; (4) management’s initial selection of, or changes in, significant
accounting policies or the application of such policies, and the effect on the Company’s financial statements or
disclosures of significant accounting policies in controversial areas or areas for which there is a lack of
authoritative guidance or consensus or diversity in practice; (5) the Company’s critical accounting policies and
practices, including the reasons certain policies and practices are considered critical and how current and
anticipated future events might affect the determination of whether certain policies and practices are considered
critical; (6) a description of the process management used to develop critical accounting estimates,
management's significant assumptions used in critical accounting estimates that have a high degree of
subjectivity, and any significant changes management made to the process used to develop critical accounting
-estimates or management’s significant assumptions, including a description of management’s reasons for the
changes and the effects of the changes on the financial statements; {7} significant transactions outside of the
normal course of the Company’s business or that otherwise appear to be unusual due to their nature, timing, or
size, along with the policies and practices used to account for significant unusual fransactions, and our
understanding of the business rationale for significant unusual transactions; (8) our evaluation of the quality of the
Company's financial reporting; (8) corrected misstatements arising from our audit and the implications that such
corrected misstatements might have on the Company’s financial reporting process; (10) uncorrected
misstatements aggregated during the current engagement and pertaining to the latest period presented that were
determined by management to be immaterial, both individually and in the aggregate; (11) if applicable, our
evaluation of the Company's ability to continue as a going concern; (12} difficult or contentious issues about which
we consulted with others and that we believe are relevant to the audit committee’s oversight of the financial
reporting process; (13) disagreements with management about matters, whether or not satisfactorily resolved,
that could be significant to the Company's financial statements or our report; {14) any concerns we may have
related to significant auditing or accounting matters about which management has consulted with other
accountants; (15) any issues discussed with management prior to our retention, including significant discussions
regarding the application of accounting principles and auditing standards; (16) any significant difficulties
encountered in performing the audit; and (17) other matters required {o be communicated by PCAOB standards
or that are significant to the oversight of the Company’s financial reporting process.

Furthermore, we are responsible for providing a copy of the management representation letter to the audit
committee if management has not done so, and for communicating to the audit committee other material written

communications between the auditor and management.

in connection with our reviews of the Company’s unaudited quarterly financial information, we will communicate to
the audit committee and management any matters that come to our attention that we believe may require material
modifications to the financial information o make it conform with accounting principles generally accepted in the
United States. Further, we will communicate any significant deficiencies or material weaknesses that come to our
attention.

Management Responsibilities

Management is responsible for the fair presentation of the Company’s financial statements (including disclosures)
i accordance with accounting principles generally accepted in the United States, for the selection and application
of-accounting principles, for making all financial records and relevant information available to us on a timely basis,
and for the accuracy and completeness of that inforrmation. Management also agrees that we will have
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unrestricted access to persons within the Company from whom we determine it necessary to obtain audit
evidence and the fuli cooperation of Company personnel.

Management is also responsible for adjusting the financial statements to correct material misstatements relating
to accounts or disclosures and affirming to us in the management representation letter that the effects of any
. uncorrected misstatements aggregated by us during the current engagement and pertaining fo the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken as a whole. In
addition, management is responsible for the design and implementation of programs and controls to prevent and
detect fraud and for identifying and ensuring that the Company complies with applicable laws and regulations, and
for informing us of any known material violations of such laws and regulations that would have an effect that is
material to financial statement amounis or disclosures.

Management is also responsible for establishing and maintaining effective internal control over financial reporting,
including monitoring activities; notifying us of all deficiencies in the design or operation of internal control over
financial reporting of which it has knowledge; and describing to us any fraud resulting in a material misstatement
of the financial statements and any other fraud involving senior management or employees who have a significant
role in the Company’s internal control.

Management is responsible for the Company’s interim financial information and for establishing and maintaining
effective internal control over financial reporting. It is also responsible for identifying and ensuring that the
Company complies with the laws and regulations applicable to its activities; making all financial records and
related information available to us; adjusting the interim financial information to correct material misstatements;
and affirming that the effects of any uncorrected missiatements pertaining to the periods under review are
immaterial, both individually and in the aggregate, to the interim financial information taken as a whole.

Engagement Administration, Fees, and Other
Mitchell Pruzansky is the engagement partner and is responsible for supervising the engagement and signing the
report or authorizing another individual to sign it.

If any dispute, controversy or claim arises in connection with the performance or breagh of this agreement and
cannot be resclved by facilitated negotiations (or the parties agree to waive that process) then such dispute,
controversy or ¢laim shall be settled by arbitration in accordance with the laws of the State of Florida and the then
current Arbitration Rules for Professional Accounting and Related Disputes of the American Arbitration
Association, except that no pre-hearing discovery shall be permitied unless specifically authorized by the
arbitration panel, and shall take place in Palm Beach County, unless the parties agree to a different locale.

Such arbitration shall be conducted before a panel of three persons, one chosen by each party and the third
selected by the two party-selected arbitrators. The arbifration panel shall have no authority to award non-
monetary or equitable relief, and any monetary award shall not include punitive damages. The confidentiality
provisions applicable to facilitated negotiation shall also apply to arbitration.

The award issued by the arbitration panel may be confirmed in a judgment by any federal or state court of
competent jurisdiction. All reasonable costs of both parties, as determined by the arbitrators, including but not
limited to (1) the costs, including reasonable attorneys’ fees, of the arbitration; (2} the fees and expenses of the
AAA and the arbitrators and (3) the costs, including reasonable attorneys’ fees, necessary to confirm the award in
court shall be borne entirely by the non-prevailing party {to be designated by the arbitration panel in the award)
and may not be allocated between the parties by the arbitration panel.

We estimate that our fees for the audit services described above will be $53,000 and our fees for the review
services described above will be $12,000, for a total estimated engagement fee of $65,000. The fee estimates
and completion of our work is based on anticipated cooperation from Company personnel; timely responses o
our inquiries; timely communication of all significant accounting and financial matters; and the assumption that
unexpected circumstances will not be encountered during the engagement. If significant additional time is
necessary, we will keep Company management informed of any problems we encounter and our fees will be
adjusted accordingly. We will require a retainer of $20,000 prior to commencement of fieldwork. Thereafter, our
invoices for these fees will be rendered as work progresses and are payable on presentation.

Regarding electronic filings, management agrees that, before filing any document in electronic format with the
SEC with which we are associated, we will be advised of the proposed filing on a timely basis. We will provide the
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Company a signed copy of our report and consent. These manually signed documents will serve to authorize the
use of our name prior to the Company’s electronic transmission. Management will provide us with a complete
copy of the accepted document.

The Company may wish to include or incorporate by reference our audit reporf on these financial statements in
other documents, such as a registration statement proposed to be filed under the Securities Act of 1933 or in
some other securities offering. If so, you agree not to include our audit report or make reference to our Firm
without our prior permission or consent. Any agreement to perform work in connection with an offering, including
an agreement o provide permission or consent, will be a separate engagement.

Any additional services that may be requested and we agree to provide, will be the subject of separate
arrangements.

The audit documentation for this engagement is the property of our firm and constitutes confidential information.
However, we may be requested to make certain audit documentation available to the PCAOB, SEC, or other
regulators pursuant to the authority given to them by law or regulation. If requested, access to such audit
documentation will be provided under the supervision of firm personnel. Further, upon request, we may provide
copies of selected audit documentation to the regulator. The regulator may intend, or decide, to distribute the
copies or information contained therein to others, including other government agencies. We agree to
communicate with you on a timely basis any requests by the PCAOB for access to audit documentation as part of
its inspection process and when it desires direct contact with members of the audit committee.

We appreciate the opportunity to be of service and believe this letter accurately summarizes the significant terms

of our engagement. If you have any questions, please let us know. If you agree with the terms of our engagement
as described in this letter, please sign the enclosed copy and return it to us.

D 'Banlle /%/M éﬁ A-

D'Arelli Pruzansky, P.A.

RESPONSE:
This letter correctly sets forth the understanding of Imaging Diagnostic Systems, Inc.
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