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November 4, 2016

Dear Shareholder:

You are cordially invited to attend the 2017 Annual Meeting of Shareholders, and any adjournment, postponement or
other delay thereof (the “Annual Meeting”) of IsoRay, Inc., a Minnesota corporation (“IsoRay” or the “Company”) which
will be held at the Pinnacle Peak Country Club, 8701 East Pinnacle Peak Road, Scottsdale, Arizona 85255-3589 at
11:00 a.m. local time on Wednesday, December 14, 2016.

The enclosed Notice of Annual Meeting and Proxy Statement describe the formal business to be transacted at the
Annual Meeting. During the Annual Meeting, we will also report on the operations of the Company and its primary
operating subsidiary, IsoRay Medical, Inc. Directors and officers of the Company are expected to be present to
respond to appropriate questions from shareholders.

Detailed information concerning our activities and operating performance during the fiscal year ended June 30, 2016
is contained in our Annual Report to Shareholders.

As we have done in the past, this year, in accordance with U.S. Securities and Exchange Commission rules, we are
using the Internet as our primary means of furnishing proxy materials to shareholders. Consequently, most
shareholders will not receive paper copies of our proxy materials. We will instead send these shareholders a notice
with instructions for accessing the proxy materials and voting via the Internet. The notice also provides information on
how shareholders may obtain paper copies of our proxy materials if they so choose. We believe this procedure makes
the proxy distribution process more efficient, less costly and helps in conserving natural resources.

Whether or not you expect to attend in person, we urge you to vote your shares as soon as possible. As an alternative
to voting in person at the meeting, you may vote via the Internet, by telephone or, if you receive a paper proxy card in
the mail, by mailing the completed proxy card. Voting by any of these methods will ensure your representation at the
meeting and will help ensure the presence of a quorum at the meeting.
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Your vote is important. Whether or not you are able to attend in person, it is important that your shares be
represented at the Annual Meeting. Accordingly, we ask that you please vote over the Internet or by telephone at
your earliest convenience, or, if you receive a paper proxy card and voting instructions by mail, that you
complete, sign and date the proxy card and return it in the enclosed envelope (to which no postage need be
affixed if mailed in the United States) as soon as possible. If you do attend the Annual Meeting, you may
withdraw your proxy and vote personally on each matter brought before the meeting.
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We look forward to seeing you at the Annual Meeting.

If You Plan to Attend

Please note that space limitations make it necessary to limit attendance to shareholders. Admission to the
meeting will be on a first-come, first-served basis. Shareholders holding stock in brokerage accounts (“street
name” holders) will need to bring a copy of a brokerage statement reflecting stock ownership as of the record
date to enter the meeting. Cameras, recording devices and other electronic equipment will not be permitted in
the meeting.

Sincerely,

Tom LaVoy

CEO and Chairman of the Board

350 Hills Street, Suite 106

Richland, WA 99354

www.isoray.com
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ISORAY, INC. 

NOTICE OF ANNUAL MEETING 

OF SHAREHOLDERS

TIME AND DATE 11:00 a.m., local time, on Wednesday, December 14, 2016

PLACE Pinnacle Peak Country Club, 8701 East Pinnacle Peak Road, Scottsdale, Arizona 85255-3589

PRINCIPAL OFFICEIsoRay, Inc., 350 Hills St, Ste. 106, Richland, Washington 99354-5511

ITEMS OF BUSINESS1.To elect four directors to hold office until the Fiscal 2018 Annual Meeting of Shareholders;

2.To ratify the appointment of DeCoria, Maichel & Teague, P.S. as the independent registered public accounting firmof the Company for the fiscal year ending June 30, 2017;

3.
Hold an advisory vote to approve the compensation of the Company's named executive officers as disclosed
pursuant to the compensation rules of the Securities and Exchange Commission in this Proxy Statement under the
caption "Executive Compensation;" and

4.To take action on any other business that may properly be considered at the Annual Meeting or any adjournmentthereof.

BOARD OF
DIRECTORS

RECOMMENDATION The Board of Directors recommends that you vote “FOR” the election of each nominee for
the Board of Directors, and “FOR” Items 2 and 3.

ADJOURNMENTS
AND

POSTPONEMENTS
Any action on the items of business described above may be considered at the Annual
Meeting at the time and on the date specified above or at any time and date to which the
Annual Meeting may be properly adjourned or postponed.

RECORD DATE

You may vote at the Annual Meeting if you were a shareholder of record at the close of
business on October 21, 2016. If your shares are held in an account at a brokerage firm,
bank or similar organization, that organization is considered the record holder for purposes
of voting at the Annual Meeting and will provide you with instructions on how you can
direct that organization to vote your shares.

Edgar Filing: IsoRay, Inc. - Form DEF 14A

6



Edgar Filing: IsoRay, Inc. - Form DEF 14A

7



INTERNET
ACCESS TO

PROXY
MATERIALS

Under rules adopted by the Securities and Exchange Commission, we are providing access to our
2017 Annual Meeting materials, which include the accompanying Proxy Statement and our June 30,
2016 Annual Report on Form 10-K, over the Internet in lieu of mailing printed copies. We will begin
mailing, on or about November 4, 2016, a “Notice of Internet Availability of Proxy Materials” (which
is different than this Notice of Annual Meeting of Stockholders) to our stockholders. The Notice of
Internet Availability of Proxy Materials will contain instructions on how to access and review the
2017 Annual Meeting materials and vote online. The Notice of Internet Availability of Proxy
Materials also will contain instructions on how you can request a printed copy of the 2017 Annual
Meeting materials, including a proxy card if you are a record holder or a voting instruction form if
you are a beneficial owner.

VOTING

Your vote is very important. Whether or not you plan to attend the Annual Meeting, we
encourage you to read the accompanying Proxy Statement and our 2016 Annual Report on
Form 10-K and vote as soon as possible. For specific instructions on how to vote your shares,
please refer to the instructions in the Notice of Internet Availability of Proxy Materials and the
section entitled “General Information About the Annual Meeting and Voting” beginning on
page 1 of the accompanying Proxy Statement.

ADMISSION

Space limitations make it necessary to limit attendance at the Annual Meeting to shareholders. If
your shares are held in an account at a brokerage firm, bank or similar organization and you wish to
attend the Annual Meeting, you must obtain a letter from that brokerage firm, bank or similar
organization confirming your beneficial ownership of the shares as of the record date and bring it to
the Annual Meeting. Admission to the Annual Meeting will be on a first-come, first-served basis.
Cameras and recording devices and other electronic equipment will not be permitted at the Annual
Meeting.

By Order of the Board of Directors,

Krista Cline
Secretary

This Notice of Annual Meeting, Proxy Statement and accompanying proxy card

are being distributed on or about November 4, 2016. 
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ISORAY, INC.

350 Hills Street, Suite 106

Richland, Washington 99354

PROXY STATEMENT

Annual Meeting of Shareholders

December 14, 2016

We are providing these proxy materials in connection with the solicitation by the Board of Directors (the “Board”) of
IsoRay, Inc. of proxies to be voted at the Company’s Fiscal 2017 Annual Meeting of Shareholders to be held on
December 14, 2016 (the “Annual Meeting”), and at any adjournment or postponement of the Annual Meeting. These
proxy materials were first sent on or about November 4, 2016 to shareholders entitled to vote at the Annual Meeting.

GENERAL INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

Why am I receiving these materials?

You are receiving a proxy statement from us because you were the shareholder of record or beneficial owner of shares
of our common or Series B preferred stock at the close of business on the record date of October 21, 2016 (the “Record
Date”), for the 2017 Annual Meeting. This Proxy Statement contains important information about the Annual Meeting
and the items of business to be transacted at the Annual Meeting. You are strongly encouraged to read this Proxy
Statement and Annual Report, which include information that you may find useful in determining how to vote.

Who is entitled to attend and vote at the Annual Meeting?
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Shareholders as of the Record Date are entitled to attend and to vote at the Annual Meeting. If your shares are held in
an account at a brokerage firm, bank or similar organization, that organization is considered the record holder for
purposes of voting at the Annual Meeting and will provide you with instructions on how to direct that organization to
vote your shares.

How many shares are outstanding?

On the Record Date, 55,017,419 shares of our common stock were issued and outstanding and 59,065 shares of our
Series B Preferred Stock were issued and outstanding. Each share of common stock and Series B Preferred Stock
outstanding on the Record Date is entitled to one vote on each item brought before the stockholders at the Annual
Meeting.

How many shares must be present or represented to conduct business at the Annual Meeting?

The presence, in person or by proxy, of a majority of the outstanding shares of our common stock and Series B
preferred stock voting together as one class is necessary to constitute a quorum at the Annual Meeting. In counting the
votes to determine whether a quorum exists at the Annual Meeting, we will use the proposal receiving the greatest
number of all votes “for” or “against” and abstentions (including instructions to withhold authority to vote).

1
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If a matter comes up for vote at the Annual Meeting that is not described in this proxy statement or listed on the proxy
card, Thomas LaVoy and Philip Vitale will vote your shares, under your proxy, in their discretion. As of the date of
this proxy statement, we do not expect that any matters other than those described in this proxy statement will be
voted upon at the Annual Meeting.

What shares can I vote at the Annual Meeting?

You may vote all of the shares you owned as of the Record Date, including shares held directly in your name as the
shareholder of record and all shares held for you as the beneficial owner through a broker or other nominee, such as a
bank.

What is the difference between holding shares as a shareholder of record and as a beneficial owner?

Most of our shareholders hold their shares through a bank, broker or other nominee rather than directly in their own
name. As summarized below, there are some distinctions between shares held of record and those beneficially owned.

Shareholders of Record.    If your shares are registered directly in your name with our transfer agent, Computershare,
you are considered, with respect to those shares, the shareholder of record, and we are sending our Notice of Internet
Availability for Proxy Materials which contains instructions on how to access and review the 2017 Annual Meeting
materials and vote online. The Notice of Internet Availability for Proxy Materials also contains instructions on how
you can request a printed copy of the 2017 Annual Meeting materials. As the shareholder of record, you have the
right to vote in person or direct a proxyholder to vote your shares on your behalf at the Annual Meeting by signing
and dating the enclosed proxy card and returning it to us in the enclosed postage-paid return envelope, or by following
the procedures for voting over the Internet or by telephone.

Beneficial Owner.    If your shares are held by a bank, broker or other nominee, you are considered the beneficial
owner of those shares and they are considered to be held in street name for your account. That institution will send
you separate instruction describing the procedure for voting your shares. Please follow the directions you are given
carefully sot that your vote is counted. As a beneficial owner, you may also vote in person at the Annual Meeting, but
only after you obtain and present a "legal proxy" from your bank, broker or other nominee, giving you the right to
vote your shares at the Annual Meeting.	

How can I vote my shares without attending the Annual Meeting?
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Whether you hold shares directly as the shareholder of record or as a beneficial owner, you may direct how your
shares are voted without attending the Annual Meeting by voting on the Internet, by phone, or by proxy card. If you
provide specific instructions with regard to items of business to be voted on at the Annual Meeting, your shares will
be voted as you instruct on those items. When you sign and return the proxy card, you appoint Thomas LaVoy and
Philip Vitale, and each of them individually, as your representatives at the meeting. Thomas LaVoy and Philip Vitale
will vote your shares at the meeting as you have instructed them. This way your shares will be voted regardless of
whether you attend the Annual Meeting. Even if you plan to attend the meeting, it is a good idea to complete, sign and
return the enclosed proxy card in advance of the meeting just in case your plans change. Returning the proxy card will
not affect your right to attend or vote at the Annual Meeting.

2
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If you just sign your proxy card with no further instructions, or if you electronically transmit your proxy card but do
not direct your vote on particular items, your shares will be voted in accord with the Board's recommendation on those
items. If you hold your shares in street name as a beneficial owner and you do not instruct your bank, broker or other
nominee how to vote your shares, your bank, broker or other nominee will only be able to vote your shares with
respect to the routine matter of appointment of DeCoria, Maichel & Teague, P.S. as our independent registered public
accounting firm for the fiscal year ending June 30, 2017. Please see "What is a broker non-vote?" below.

What proposals will be voted on at the Annual Meeting?

Three proposals are scheduled to be voted on at the Annual Meeting.

1.The election of four directors to hold office until the Fiscal 2018 Annual Meeting of Shareholders.

2.The ratification of the appointment by the Audit Committee of DeCoria, Maichel & Teague, P.S. as the Company’sindependent registered public accounting firm for the fiscal year ending June 30, 2017.

3.
The advisory vote by the shareholders to approve the compensation of the Company's named executive officers as
disclosed in the compensation tables and the related disclosure contained in this proxy statement under the caption
"Executive Compensation."

In voting with regard to the proposal to elect directors (“Proposal 1”), you may vote in favor of all nominees,
withhold your vote as to all nominees or vote in favor of or withhold your vote as to specific nominees. The vote
required to approve Proposal 1 is governed by Minnesota law and is a plurality of the votes cast by the holders of
shares represented and entitled to vote at the Annual Meeting, provided a quorum is present. As a result, in accordance
with Minnesota law, votes that are withheld will be counted in determining whether a quorum is present but will have
no other effect on the election of directors.

The vote required to approve Proposals 2 and 3 is governed by Minnesota law and is the affirmative vote of the
holders of a majority of the shares represented and entitled to vote at the Annual Meeting, provided a quorum is
present. As a result, abstentions will be considered in determining whether a quorum is present and the number of
votes required obtaining the necessary majority vote and therefore will have the same legal effect as voting against
Proposals 2 and 3. Any broker non-votes with respect to Proposal 3 will not count as shares entitled to vote on this
proposal and therefore will be disregarded for purposes of determining the outcome of the vote on this proposal.
Because your vote on Proposal 3 is advisory, they will not be binding on the Board or the Company. However, the
Board and the appropriate committees will consider the outcome of each of the advisory votes when making future
decisions regarding the selection of our independent registered public accounting firm and when making future
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compensation decisions for our executive officers.

What happens if additional matters are presented at the Annual Meeting?

The only items of business that our Board intends to present at the Annual Meeting are set forth in this Proxy
Statement. As of the date of this Proxy Statement, no shareholder has advised us of the intent to present any other
matter, and we are not aware of any other matters to be presented at the Annual Meeting. 

3
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How can I attend the Annual Meeting?

Whether you hold shares in your name as the shareholder of record or beneficially own shares held in street name, you
should be prepared to present photo identification for admittance to the Annual Meeting. Please also note that if you
are a street name holder, you will need to provide proof of beneficial ownership as of the Record Date, such as your
most recent brokerage account statement, a copy of the voting instruction card provided by your bank, broker or other
nominee, or other similar evidence of ownership for admittance to the Annual Meeting. The Annual Meeting will
begin promptly at 11 a.m. local time. Check-in will begin at 10:30 a.m. local time. However, if you are a street name
holder, you may not vote at the Annual Meeting unless you have obtained a proxy from your broker, bank or other
nominee. Even if you plan to attend the Annual Meeting, we recommend that you also vote by Internet, telephone, or
sign and date the proxy card or voting instruction card and return it promptly in order to ensure that your vote will be
counted if you later decide not to, or are unable to, attend the Annual Meeting.

Can I change my vote or revoke my proxy?

You may change your vote or revoke your proxy at any time prior to the vote at the Annual Meeting. If you are the
shareholder of record, you may change your vote by (i) granting a new proxy bearing a later date, which automatically
revokes your earlier proxy, (ii) providing a written notice of revocation to our Corporate Secretary at our principal
executive offices prior to the Annual Meeting, or (iii) attending the Annual Meeting and voting in person. However,
attendance at the Annual Meeting will not cause your previously granted proxy to be revoked unless you specifically
so request. If you are a beneficial owner, you may change your vote by (i) submitting a new voting instruction card to
your bank, broker or other nominee, or (ii) if you have obtained a legal proxy from your broker or other nominee
giving you the right to vote your shares, by attending the Annual Meeting and voting in person.

What is a “broker non-vote”?

Brokers that hold shares in street name for the benefit of their clients, banks, brokers and other nominees have the
discretion to vote such shares on routine matters only. At the Annual Meeting, only the ratification of the appointment
of independent registered public accounting firms is considered a routine matter. Therefore, if you do not otherwise
instruct your bank, broker or other nominee on how to vote your shares, your bank, broker or other nominee may vote
your shares on this matter only. Your bank, broker or other nominee will not be able to vote your shares for the
election of directors, and the advisory vote to approve the compensation of named executive officers, or any other
matters properly brought before the Annual Meeting without your specific instruction because these are not
considered routine matters. A "broker non-vote" occurs when a broker or other nominee does not receive timely
instructions from the beneficial owner and therefore such broker or bank expressly indicates on a proxy card that it is
not voting the uninstructed shares on a non-routine matter.
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How are “broker non-votes” counted?

Broker non-votes will be counted as present at the Annual Meeting for the purpose of determining the presence or
absence of a quorum for the transaction of business, but they will not be considered to be present and entitled to vote
for purposes of tabulating the voting results for any non-routine matter. Accordingly, broker non-votes, if any, will
have no effect on the outcome of the votes at the Annual Meeting.

How many votes are required to approve the proposals?

You may either vote “FOR”, “AGAINST” or “ABSTAIN” on Proposals 2 and 3, and “FOR” or “WITHHOLD” authority to vote
for each nominee for the Board. If you withhold authority to vote for the election of directors, your shares will not be
voted with respect to the director or directors identified. If you sign and submit your proxy card without voting
instructions, your shares will be voted “FOR” Proposals 2 and 3 and “FOR” all director nominees.

4
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Under the rules of the New York Stock Exchange (the “Exchange”) that govern most domestic stock brokerage firms,
member firms that hold shares in street name for beneficial owners may, to the extent that such beneficial owners do
not furnish voting instructions with respect to any or all proposals submitted for shareholder action, vote in their
discretion upon proposals which are considered “discretionary” proposals under the rules of the Exchange. These votes
by brokerage firms are considered as votes cast in determining the outcome of any discretionary proposal. Member
brokerage firms that have received no instructions from their clients as to “non-discretionary” proposals do not have
discretion to vote on these proposals. If the brokerage firm returns a proxy card without voting on a non-discretionary
proposal because it received no instructions, this is referred to as a “broker non-vote” on the proposal. “Broker non-votes”
are considered in determining whether a quorum exists at the Annual Meeting, but are not considered as votes cast in
determining the outcome of any proposal. We believe that Proposal 2 is the only discretionary proposal.

What happens if the Annual Meeting is adjourned?

If our Annual Meeting is adjourned until another time, no additional notice will be given regarding the time or
location that the Annual Meeting will be continued, if this information is announced at the time of the adjournment,
unless the adjournment is for more than 30 days, in which case a notice of the time and location will be given to each
stockholder of record entitled to vote at the Annual Meeting. Any items of business that might have been properly
transacted at the Annual Meeting may be transacted after any adjournment.

Who will serve as inspector of elections?

The Secretary of the Company, Krista Cline, will tabulate the votes cast at the meeting in combination with the votes
cast prior to the meeting and act as the Inspector of Elections at the Annual Meeting.

Will I be receiving printed copies of the 2017 Annual Meeting materials?

You will not receive printed copies unless you request them by following the instructions in the “Notice of Internet
Availability of Proxy Materials” (the “Notice”) that you will receive in the mail. The Notice is different than the Notice
of Annual Meeting of Stockholders that accompanies this Proxy Statement. We will begin mailing the Notice to
stockholders on or about November 4, 2016.

Under rules adopted by the Securities and Exchange Commission (the “SEC”), we are providing access to our 2017
Annual Meeting materials, which include this Proxy Statement and our Annual Report, over the Internet in lieu of

Edgar Filing: IsoRay, Inc. - Form DEF 14A

17



mailing printed copies. The Notice will contain instructions on how to access and review the 2017 Annual Meeting
materials and vote online. This electronic access process is designed to expedite shareholders’ receipt of materials,
lower the cost of the Annual Meeting and help conserve natural resources. The Company encourages you to take
advantage of the availability of the proxy materials on the Internet.

The Notice also will contain instructions on how you can request, at no cost, a printed copy of the 2017 Annual
Meeting materials, including a proxy card if you are a record holder or a voting instruction form if you are a
beneficial owner. By following the instructions in the Notice, you may request to receive, at no cost, a copy via
e-mail of the 2017 Annual Meeting materials and materials or future proxy solicitations. Your request to
receive materials via e-mail will remain in effect until you terminate it.  

5
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Can I mark my votes on the Notice and send it back to the Company or my broker?

No.  The Notice is not a ballot. You cannot use it to vote your shares. If you mark your vote on the Notice and send it
back to the Company or your broker, your vote will not count.

How can I get electronic access to the 2017 Annual Meeting materials?

The Notice will provide you with instructions regarding how to view the 2017 Annual Meeting materials on the
Internet.

This Proxy Statement and our Annual Report are also available without charge on the Company’s website at
isoray.com and the SEC’s website at sec.gov. By referring to our website, we do not incorporate the website or any
portion of the website by reference into this Proxy Statement.

The Notice will also contain instructions on how you can elect to receive future proxy materials electronically by
e-mail. Choosing to receive future proxy materials by e-mail will save the Company the cost of printing and mailing
documents to you and will reduce the impact of the Company’s annual meetings on the environment. If you choose to
receive future proxy materials by e-mail, you will receive an e-mail message next year with instructions containing a
link to those materials and a link to the proxy voting website. Your election to receive proxy materials by e-mail will
remain in effect until you terminate it.

Where can I find the voting results of the Annual Meeting?

We intend to announce preliminary voting results at the Annual Meeting and publish the final voting results in a
Current Report on Form 8-K filed with the SEC within four business days following the Annual Meeting.

What is the deadline for submitting proposals for consideration at next year’s annual meeting of shareholders
or to nominate individuals to serve as directors?
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As a shareholder, you may be entitled to present proposals for action at a future annual meeting of shareholders,
including director nominations. Please refer to "Shareholder Proposals" and "Recommendations and Nominations of
Director Candidates" below.

How many shares of common and Series B Preferred stock are held or controlled by the officers and directors?

As of October 21, 2016, our directors and executive officers held or controlled approximately 185,523 shares of our
common stock, constituting approximately 0.34% of the outstanding common stock. As of October 21, 2016, our
directors and executive officers did not hold or control any shares of our preferred stock. We believe that these holders
will vote all of their shares of common stock in accordance with the Board’s recommendations on each of the
proposals.

How does the Board recommend that I vote?

The Board recommends that you vote your shares “FOR” Proposals 2 and 3 and all of the director nominees.

6
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How do I vote my shares without attending the Annual Meeting?

Shareholders of record can vote as follows:

• Via the Internet:   Shareholders may vote through the Internet by following the instructions included with yourNotice Regarding the Availability of Proxy Materials.

• By Telephone:   Shareholders may vote by telephone by following the instructions included with your NoticeRegarding the Availability of Proxy Materials.

• 

By Mail:   Those shareholders who receive a paper proxy card in the mail may sign, date and return their proxy cards
in the pre-addressed, postage-paid envelope that is provided with the mailed proxy materials.  If you have misplaced
your return envelope or need to return a proxy card from outside the United States, you may mail your proxy card to
the address listed on the proxy card.

• At the Meeting:   If you attend the Annual Meeting, you may vote in person by ballot, even if you have previouslyreturned a proxy card or otherwise voted.

If your shares are held in “street name” through a broker, bank or other nominee, that institution will send you separate
instructions describing the procedure for voting your shares. Please follow the directions you are given carefully so
your vote is counted. “Street name” shareholders who wish to vote in person at the Annual Meeting will need to obtain a
proxy form from the institution that holds your shares and present it to the inspector of elections with your ballot.

How do I vote my shares in person at the Annual Meeting?

If you are a shareholder of record and prefer to vote your shares at the Annual Meeting, you should bring the enclosed
proxy card or proof of identification to the Annual Meeting. You may vote shares held in street name at the Annual
Meeting only if you obtain a signed proxy from the record holder (broker or other nominee) giving you the right to
vote the shares.

Even if you plan to attend the Annual Meeting, we encourage you to vote in advance by Internet, telephone or proxy
card so your vote will be counted even if you later decide not to attend the Annual Meeting.

May shareholders ask questions at the Annual Meeting?
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Yes. Representatives of the Company will answer a limited number of shareholders’ questions of general interest at the
end of the Annual Meeting. In order to give a greater number of shareholders an opportunity to ask questions,
individuals or groups will be allowed to ask only one question and no repetitive or follow-up questions will be
permitted.

What does it mean if I receive more than one proxy card?

It generally means you hold shares registered in more than one account. To ensure that all your shares are voted, sign
and return each proxy card.

7
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May I change my vote?

Yes. If you vote by mail, Internet or telephone, you may later change your vote and revoke your proxy card by:

•Sending a written statement to that effect to the Secretary of the Company that is received before the commencementof the Annual Meeting on December 14, 2016;

• Voting again via the Internet or telephone;

• Submitting a properly signed proxy card with a later date;

• Voting in person at the Annual Meeting; or

•If you hold shares through a bank or brokerage firm, by contacting your financial institution and following itsprocedure to revoke your prior voting instructions.

PROPOSAL 1 – ELECTION OF DIRECTORS

Nominees

Our Board currently consists of four members. The Board of Directors oversees our business affairs and monitors the
performance of management. In accordance with basic principles of corporate governance, the Board does not involve
itself in day-to-day operations. The directors keep themselves informed through discussions with the Chairman, key
executive officers and our principal external advisers (legal counsel, auditors, and other professionals), by reading
reports and other materials that are sent to them and by participating in Board and committee meetings.

The Board, on the recommendation of the Nominations and Corporate Governance Committee, has nominated the
following four existing members of the Board for re-election to the Board at the Fiscal 2017 Annual Meeting: Thomas
C. LaVoy, Philip J. Vitale, M.D., Michael W. McCormick and Alan Hoffmann. If elected as a director at the Annual
Meeting, each of the nominees would serve a one-year term expiring at the Fiscal 2018 Annual Meeting of
Shareholders and until his successor has been duly elected and qualified. There are no family relationships among our
directors, nominees for director or our executive officers.
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Each of the nominees has consented to serve as a director if elected. If any of the nominees should be unavailable to
serve for any reason, the Board, upon the recommendation of the Nominations and Corporate Governance Committee,
may designate a substitute nominee or nominees (in which event the persons named on the enclosed proxy card will
vote the shares represented by all valid proxy cards for the election of such substitute nominee or nominees), allow the
vacancies to remain open until a suitable candidate or candidates are located, or by resolution provide for a lesser
number of directors.

The Board unanimously recommends that the shareholders vote “FOR” Proposal 1 to elect Thomas C. LaVoy,
Philip J. Vitale, M.D., Michael W. McCormick and Alan Hoffmann as directors for a one year term expiring at
the Fiscal 2018 Annual Meeting of Shareholders and until their successors have been duly elected and qualified.

8
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Directors

Set forth below is certain information as of October 21, 2016 regarding our current directors that have been nominated
for re-election, including biographical information.

Mr. LaVoy took office in July 2005 and began service as Chairman on January 7, 2016, Dr. Vitale took office in
January 2014, Mr. McCormick took office in June 2015 and Mr. Hoffmann took office in January 2016.

On September 29, 2016, a purported shareholder derivative complaint captioned Kitley v. Babcock, et al., No.
0:16-cv-03297, was filed on behalf of the Company in the United States District Court for the District of Minnesota
against certain of the Company’s current and former officers and directors. The complaint alleges that the defendants
breached their fiduciary duties by causing the Company to issue allegedly false and misleading statements in a May
20, 2015 press release – the same press release at issue in the pending securities class action – concerning the results
from a peer reviewed study of its Cesium-131 isotope seeds and mesh product for the treatment of non-small cell lung
cancers. The complaint brings claims of breach of fiduciary duty, gross mismanagement, and unjust enrichment, and
seeks unspecified compensatory damages, changes in corporate governance, and attorney’s fees and costs. Because the
complaint is derivative in nature, it does not seek monetary damages from the Company. The Company may be
obligated pursuant to indemnification obligations to advance fees and costs incurred by the individuals defending
against the action. The Company has applicable directors and officers insurance policies. Defendants’ response to the
complaint is due November 17, 2016.

Name Age Position Held Term
Thomas LaVoy 56 Chairman, Chief Executive Officer Annual
Philip J. Vitale 70 Director Annual
Michael W. McCormick 53 Director Annual
Alan Hoffmann 55 Director Annual

Thomas LaVoy – Mr. LaVoy has been a Director of the Company since 2005 and served as Chair of the Audit
Committee until his resignation from the Audit Committee Chair position and all other Board committees effective
January 13, 2016. He was appointed Chairman of the IsoRay Board effective January 7, 2016 and took office as Chief
Executive Officer of the Company on February 15, 2016. Mr. LaVoy served as Deputy Chief Operations Officer and
President of Corporate Services of Veolia Transportation on Demand (VTOD), the parent company of SuperShuttle
International Inc. and its subsidiaries, from January 2014 to February 2016. He concurrently served as Chief Financial
Officer of SuperShuttle International, Inc. and its subsidiaries from July 1997 and as Secretary from March 1998,
resigning from both positions in February 2016. VTOD through SuperShuttle is the largest shuttle transportation
company in the US in addition to operating bus and cab services throughout the US. He has also served as a director
of Alanco Technologies, Inc. (OTCBB: ALAN) since 1998 and served on its audit committee from 2012 to 2015.
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From September 1987 to February 1997, Mr. LaVoy served as Chief Financial Officer of NASDAQ-listed
Photocomm, Inc. Mr. LaVoy was a Certified Public Accountant with the firm of KPMG Peat Marwick from 1980 to
1983. Mr. LaVoy has a Bachelor of Science degree in Accounting from St. Cloud University, Minnesota, and is a
Certified Public Accountant (Inactive) in the State of Minnesota. Mr. LaVoy brings to the Board over ten years of
service on the Board and experience in both small and large public companies with capital raising and acquisitions.

9
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Philip Vitale, MD – Dr. Vitale has been a Director of the Company since 2014 and is a board certified urologist. He
practiced Urology from 1978 to 2005 at Lovelace Health Systems in Albuquerque. He also served on the Board of
Governors for 9 years and held various administrative positions including Chief Medical Officer and Senior Vice
President at Lovelace. He was a staff urologist at Albuquerque VA Medical Center from 2005 until his retirement in
November 2014. He served as Chief of the Urology section from 2008 to November 2013. Dr. Vitale was also an
Assistant Professor at the University of New Mexico, Division of Urology. He is a member of the American
Urological Association and the South Central Section of the American Urological Association. Prior to his retirement,
Dr. Vitale’s clinical trials included: chemotherapy after prostatectomy (cap); a phase III randomized study for high risk
prostate carcinoma; RTOG 0415 a phase III randomized study of hypofractionated 3d-crt/IMRT versus conventionally
fractionated 3d-crt/IMRT in patients with favorable-risk prostate cancer; RTOG 0815 a phase III prospective
randomized trial of dose-escalated radiotherapy with or without short-term androgen deprivation therapy for patients
with intermediate-risk prostate cancer; and YP19A1 gene and pharmacogenetics of response to testosterone therapy.
Dr. Vitale holds a B.A. in Biology from LaSalle College and obtained his M.D. from the New Jersey College of
Medicine and Dentistry. He received his M.S. in Health Services Administration from the College of St. Francis. Dr.
Vitale brings to the Board medical expertise in the industries the Company is targeting.

Michael McCormick – Mr. McCormick has been a Director of the Company since June 2015 and brings over 25 years
of senior executive positions in global management, sales, and marketing to the Company. He is currently the CEO of
Glukos, one of the fastest growing food energy products in the U.S. He also serves as a founder and partner of GO
Intellectual Capital, which offers marketing services with a focus on the medical and aviation industries, as well as
financial services. Previous to his service with Glukos and GO, Mr. McCormick served as Executive Vice President of
Global Sales and Marketing for Columbia Sportswear from 2006-2012, where his team successfully launched several
new patented technologies, including Omni-Heat® Reflective and Omni-Freeze® Zero. During Mr. McCormick’s
tenure, Columbia built an intellectual property portfolio with over 200 patents. Mr. McCormick started his career with
Nike, working in several senior management roles and ultimately becoming the Director of National Sales, US, prior
to his departure in 1999. He also served as Chief Marketing Officer of Golf Galaxy from 2003-2006 and Executive
Vice President of Global Sales and Marketing of Callaway Golf from 2000-2003. Mr. McCormick brings over 25
years of marketing experience in a diverse group of industries to his service on the Company’s Board.

Alan Hoffmann - Mr. Hoffmann has been a Director of the Company since January 2016. He is the owner of Alan
Hoffmann, CPA, PC, a certified public accounting firm he founded in 1996. The firm performs audits and reviews of
private companies. In addition, Mr. Hoffmann currently serves as CFO for Cognitive Research Corporation, a
privately-held, full-service contract research organization that specializes in central nervous system product
development for pharmaceutical, nutraceutical, biotechnology and medical device companies. In 2011, he served as
CFO for an international manufacturing company, Kinematics Manufacturing, Inc. His prior employment included
Price Waterhouse from 1985-1989, where he held multiple positions including Senior Tax Analyst, and Tax Manager
from 1989-1996 in public accounting. After receiving his undergraduate accounting degree with honors from the
University of Wisconsin-Milwaukee in 1985, he became a Certified Public Accountant in 1989. He also served in the
United States Marine Corps and was honorably discharged in 1985. He brings over 26 years of public accounting
experience to the Company and the Board. Mr. Hoffmann brings to the Board his experience as a public accountant
and understanding of oversight and review of financial statements prepared by the CFO.
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Board Leadership Structure

Our CEO also serves as Chairman of our Board of Directors. The Board has determined that this structure is
appropriate because it believes that at this time it is optimal to have one person speak for and lead the Company and
the Board, and that the CEO should be that person. We believe that the strength of our independent directors and our
overall governance practices minimize any potential conflicts that otherwise could result from combining the positions
of Chairman and CEO.

10

Edgar Filing: IsoRay, Inc. - Form DEF 14A

28



Risk Oversight

Management is responsible for the day-to-day management of the risks we face, while the Board, as a whole and
through its committees, has responsibility for the oversight of risk management. The Board as a whole exercises its
oversight responsibilities with respect to strategic, operational and competitive risks, as well as risks related to crisis
management and executive succession issues. The Board has delegated oversight of certain other types of risks to its
committees. The Audit Committee oversees our policies and processes relating to our financial statements and
financial reporting, risks relating to our capital, credit and liquidity status, and risks related to related person
transactions. The Compensation Committee oversees risks related to our compensation programs and structure,
including our ability to motivate and retain talented executives. The Nominations and Corporate Governance
Committee oversees risks related to our governance structure and succession planning for Board membership.

In addition, our Compensation Committee has reviewed risks related to our compensation programs and structure, and
has determined that the Company’s compensation policies and practices do not encourage excessive or unnecessary
risk taking reasonably likely to result in a material adverse effect on the Company.

We believe that our Board leadership structure as discussed above promotes effective oversight of the Company’s risk
management for the same reasons that we believe the structure is most effective for the Company in general, namely,
by providing unified leadership through a single person, while allowing for input from our independent directors, all
of whom are fully engaged in Board deliberations and decisions.

Board Committees and Meetings

During the fiscal year ended June 30, 2016, the Board held five regularly scheduled and special meetings and took
action by written consent ten times. The Board has an Audit Committee, a Compensation Committee and a
Nominations and Corporate Governance Committee.

Audit Committee. The Audit Committee is responsible to the Board for the areas of audit and compliance and oversees
the Company’s financial reporting process, including monitoring the integrity of the financial statements and the
independence and performance of the auditors and supervises the Company’s compliance with legal and regulatory
requirements. The Committee operates under a charter approved by the Board. The Committee’s Charter was revised
and approved by the Board as of November 2, 2016 and is attached hereto. The current members of the Audit
Committee are Mr. Hoffmann (Chairman), Dr. Vitale and Mr. McCormick. The Board has determined that Mr.
Hoffmann is an “audit committee financial expert” as defined under SEC rules. The Board has affirmatively determined
that none of the members of the Audit Commitee have a material relationship with the Company that would interfere

Edgar Filing: IsoRay, Inc. - Form DEF 14A

29



with the exercise of independent judgment and each of the members of the Audit Committee are “independent” as
independence is defined in Section 121(A) of the listing standards of the NYSE MKT and Rule 10A-3 under the
Securities Exchange Act of 1934, as amended.

Compensation Committee. The Compensation Committee is responsible for establishing and reviewing the
compensation and employee benefit policies of the Company. The members of the Compensation Committee are Dr.
Vitale (Chairman), Mr. McCormick and Mr. Hoffmann, each of whom are “independent” directors within the meaning
of SEC rules and NYSE MKT listing standards. The Committee operates under a charter approved by the Board. The
Committee’s Charter as approved by the Board was attached as Appendix A to the Proxy Statement for the Annual
Meeting held in March 2014. The Compensation Committee reviews and recommends to the Board for approval the
compensation for the Company’s Chief Executive Officer and all of its other executive officers, including salaries,
bonuses and grants of awards under, and administration of, the Company’s equity incentive plans. The Compensation
Committee, among other things, reviews the candidates that the CEO recommends to the Board to whom awards will
be made under the Company’s equity incentive plans, determines the number of options to be awarded, and the time,
manner of exercise and other terms of the awards. The Committee’s charter authorizes the committee to retain an
independent consultant and in fiscal 2016, the Committee retained an independent compensation consultant.  The
Chief Executive Officer provides input to the Compensation Committee with respect to the individual performance
and compensation recommendations for all executive officers and employees.

11
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Nominations Committee. The Nominations and Corporate Governance Committee consists of three directors who have
each been determined to be “independent” as defined by applicable SEC rules and NYSE MKT listing standards. Mr.
McCormick (Chairman), Dr. Vitale and Mr. Hoffmann currently serve on the Nominations and Corporate Governance
Committee. The Committee identifies and solicits recommendations from management of qualified individuals as
prospective Board members. The Committee also recommends the director nominees to the Board for election at the
annual meeting of shareholders. The Committee oversees the annual review and evaluation of the performance of the
Board and its committees, and develops and recommends corporate governance guidelines to the Board. In addition,
the Committee examines, evaluates, and monitors the independence of directors for general Board positions as well as
for specific committee duties, and evaluates specific qualifications for members serving as audit committee financial
experts. The Committee’s charter as approved by the Board was attached as Appendix B to the Proxy Statement for the
Annual Meeting held in February 2015.

The Board and its committees may retain outside advisors as they determine necessary to fulfill their responsibilities.
All committees report their activities to the full Board. Each committee charter is posted on the IsoRay website –
www.isoray.com.

Each current Board member attended at least 75% of the aggregate meetings of the Board and of the Committees on
which he served that were held during the period for which he was a Board or Committee member in the Company’s
fiscal year ended June 30, 2016.

The following table summarizes the membership of the Board and each of its committees as of the date of this proxy
statement, as well as the number of times each committee met or took action by written consent during the fiscal year
ended June 30, 2016. 

Board Audit Compensation Nominations
Thomas LaVoy Chair

Philip Vitale, M.D. Member Member Chair Member

Michael McCormick Member Member Member Chair

Alan Hoffmann Member Chair Member Member

Number of Meetings Held and Consents Taken in Fiscal 2016  15 5 6 3
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Executive Sessions

Pursuant to the listing standards of the NYSE MKT, the independent directors are required to meet at least annually in
executive sessions. During fiscal 2016, the Board held one executive session.

Report of the Audit Committee of the Board of Directors

The Audit Committee consists of three outside directors, each of whom has been determined to be financially literate
and meets the independence standards for members of public company audit committees set forth in SEC rules
adopted under the Sarbanes-Oxley Act of 2002 and applicable NYSE MKT listing standards. The Committee operates
under a written charter adopted by the Board. Committee members are independent directors Alan Hoffmann (Chair)
who took office in January 2016, Philip J. Vitale, M.D. and Michael W. McCormick. Mr. Hoffmann has been
determined to be qualified as an “audit committee financial expert” as defined in Item 407 of Regulation S-K.

Management is responsible for the Company’s internal controls and the financial reporting process. The independent
registered public accounting firm is responsible for performing an independent audit of the Company’s consolidated
financial statements and internal control over financial reporting in accordance with generally accepted auditing
standards and issuing a report thereon. The Committee’s responsibility is to monitor and oversee these processes.

The Committee provides assistance to the Board in fulfilling its oversight responsibilities relating to corporate
accounting and reporting practices of the Company toward assurance of the quality and integrity of its consolidated
financial statements. The purpose of the Committee is to serve as an independent and objective party to monitor the
Company’s financial reporting process and internal control system; oversee, review and appraise the audit activities of
the Company’s independent auditors and internal auditing function; and maintain complete, objective and open
communication between the Board, the independent accountants, financial management, and the internal audit
function. The Audit Committee met five times during the 2016 fiscal year.

The Company’s independent auditor reports directly to the Committee. The Audit Committee is solely responsible to
appoint or replace the Company’s independent auditor, and to assure the auditor’s independence and to provide
oversight and supervision thereof. The Committee determines compensation of the independent auditor and has
established a policy for approval of non-audit related engagements awarded to the independent auditor. Such
engagements must not impair the independence of the auditor with respect to the Company, as prescribed by the
Sarbanes-Oxley Act of 2002; thus payment amounts are limited and non-audit related engagements must be approved
in advance by the Committee. The Committee determines the extent of funding that the Company must provide to the
Committee to carry out its duties, and has determined that such amounts were sufficient in fiscal 2016.
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With respect to the fiscal year ended June 30, 2016, in addition to its other work, the Committee:

•Reviewed and discussed with management the audited consolidated financial statements of the Company as of June30, 2016 and the year then ended;

•
Discussed with DeCoria, Maichel & Teague, P.S. the matters required to be discussed by Auditing Standards No. 16,
“Communications and Audit Committees” as adopted by the Public Company Accounting Oversight Board (the
“PCAOB”); and
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•

Received from DeCoria, Maichel & Teague, P.S. the written disclosures and the letter required by the applicable
requirements of the Public Company Accounting Oversight Board regarding its communications with the Audit
Committee concerning independence.  In addition, discussed with the auditors the firm’s independence and
determined that independence had been maintained. 

The Committee recommended, based on the review and discussion summarized above, that the Board include the
audited consolidated financial statements in the Company’s Annual Report on Form 10-K for the year ended June 30,
2016 for filing with the SEC.

AUDIT COMMITTEE 
Alan Hoffmann, Chair  
Philip J. Vitale, M.D.
Michael W. McCormick

The foregoing report of the Audit Committee does not constitute soliciting material and should not be deemed filed or
incorporated by reference into any other Company filing under the Securities Act of 1933, as amended (the
“Securities Act”) or the Exchange Act, except to the extent the Company specifically incorporates this report by
reference therein.

Nomination Process

The Nominations and Corporate Governance Committee is the nominating committee of the Board. The Committee is
governed by the Company’s Articles of Incorporation and Bylaws with respect to the nominations process. The
Committee is responsible for recommending nominees for nomination by the Board for election to the Board. The
Committee will consider nominations from shareholders, provided that such nominations are received by the
Company’s Secretary in accordance with the Articles of Incorporation, the Bylaws, and the date set in the prior year’s
proxy statement.

The Committee will perform the following duties with respect to director nominations: (a) consider the criteria for
identifying and recommending individuals who may be nominated for election to the Board; (b) provide a
recommendation to the Board of the slate of nominees for election to the Board; (c) as the need arises, make
recommendations to fill vacancies and actively seek individuals qualified to become Board members; and (d) consider
shareholder nominations for the Board when properly submitted in accordance with the Company’s Articles of
Incorporation and Bylaws.
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The Committee will consider candidates for the Board who are recommended by its members, other Board members,
shareholders and management, as well as those identified by any third party search firm the Company may retain to
assist in identifying and evaluating possible candidates. The Committee evaluates candidates recommended by
shareholders in the same manner that it evaluates other candidates. The Committee’s evaluations will be based upon
several criteria, including the candidate’s broad-based business and professional skills and experiences; commitment to
representing the long-term interests of shareholders; an inquisitive and objective perspective; the willingness to take
appropriate risks; leadership ability; personal and professional ethics; personal integrity and judgment; and practical
wisdom and sound judgment. Candidates should have reputations, both personal and professional, consistent with the
Company’s image and reputation.

At a minimum, the majority of directors on the Board should be “independent,” not only as that term may be legally
defined, but also without the appearance of any conflict in serving as a director. In addition, directors must have time
available to devote to Board activities and to enhance their knowledge of the medical isotope industry. Accordingly,
the Committee seeks to attract and retain highly qualified directors who have sufficient time to attend to their
substantial duties and responsibilities to the Company. The Company does not have a formal policy related to
consideration of diversity in identifying director nominees.
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The Committee will utilize the following process for identifying and evaluating nominees to the Board. In the case of
incumbent directors whose terms of office are set to expire, the Committee will review such directors’ overall service
to the Company during their term, including the number of meetings attended, level of participation and quality of
performance. In the case of new director candidates, the members of the Committee will be polled for suggestions as
to potential candidates that may meet the criteria above, discuss candidates suggested by Company shareholders and
may also engage, if the Committee deems appropriate, a professional search firm. The Committee will then meet to
discuss and consider these candidates’ qualifications and then choose a candidate to recommend by majority vote. To
date, the Board and the Committee have not engaged professional search firms to identify or evaluate potential
nominees but may do so in the future, if necessary.

Compensation Discussion & Analysis

This Compensation Discussion and Analysis (CD&A) describes IsoRay’s executive compensation program for fiscal
year 2016. In particular, this CD&A explains how the Compensation Committee (the Committee) of the Board made
2016 compensation decisions for the following named executive officers (NEOs):

•Thomas LaVoy - Chairman and Chief Executive Officer

•Brien Ragle - Chief Financial Officer

•William Cavanagh, III - Chief Operating Officer

•Michael Krachon - Vice President, Sales and Marketing

•Dwight Babcock, former Chairman and Chief Executive Officer(1)

(1) Mr. Babcock retired from the Company on January 7, 2016. Mr. LaVoy was elected Chairman on January 7 and
was appointed Chief Executive Officer effective February 15, 2016. Mr. Cavanagh served as Interim CEO until
February 15, 2016.

Our Executive Compensation Program Framework
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We design our named executive officer compensation programs to attract, motivate and retain the key executives who
drive our success and help us maintain a strong position in our industry. We are committed to industry standards for
the region in which we operate for base pay, bonuses and equity awarded to our named executive officers. In addition,
we design our executive compensation program to encourage long-term commitment by our named executive officers
to IsoRay.

Please read the "Executive Compensation" section of this Proxy Statement, beginning on page 29. That section of the
Proxy Statement, which includes our named executive officer compensation tables and related narrative discussion,
provides historical details on our compensation programs and policies for our named executive officers.
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Program Objectives

The compensation paid to the Company's named executive officers is intended to align their interests with the long
term interests of the Company's shareholders and is based on a pay-for-performance philosophy. It is straightforward,
consisting principally of salary, which must be competitive to retain the skills and experience of excellent employees,
short-term incentives (quarterly and annual bonuses) and equity compensation to encourage long term commitment
and team performance. Not all elements of our compensation package may be provided every year, depending on the
performance of the Company and the executive.

We design our executive compensation program to achieve the following objectives:

•Motivate and reward executives whose knowledge, skills and performance are essential to our success;

•Align the performance of our executives and the interests of our shareholders;

•Recruit and retain executive talent; and

•Support the corporate business strategy by rewarding revenue growth and cost control measures.

We believe our executive compensation program promotes good governance and operates in the best interests of our
stockholders; a summary of our compensation governance practices are listed below:

What we do What we do not do

P
Place an emphasis on variable compensation, which includes cash incentives that
are dependent on the achievement of short-term financial goals, and equity awards
that are dependent on stock price

×Offer compensation-relatedtax gross ups

PUse stock options to align our executive’s interests with those of shareholders ×Have any significantperquisites

PHave an executive compensation claw-back policy to ensure accountability ×Have special retirementprograms

PHave an independent compensation consultant advising the CompensationCommittee ×Reprice or cash outunderwater stock options
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×Guarantee bonuses

Decision Making Process

Role of the Compensation Committee

The Compensation Committee of our Board has the primary responsibility for determining compensation of our
executives. Our Board has determined that each member of our Compensation Committee is “independent” as that term
is defined by applicable NYSE MKT rules, and a “non-employee” director as defined under Section 16 of the Exchange
Act.
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Our Compensation Committee determines all compensation matters for our named executive officers, including base
salary, bonuses, and equity compensation. Utilizing input from our Chief Executive Officer, the Compensation
Committee makes an independent decision on compensation for each executive officer other than the CEO. The
Compensation Committee also primarily relies on the judgment of the Chief Executive Officer in making
compensation determinations of our non-executive staff. The primary goal of our Compensation Committee is to
closely align the interests of our named executive officers and staff with those of our shareholders. The Compensation
Committee assesses performance on a number of subjective and objective factors.

In making decisions regarding executive compensation, our Compensation Committee considers, among other things:

• Past compensation levels of each executive and the executives as a group;

• Consistency of current compensation with previous compensation decisions and benchmarks;

•Existing levels of stock and stock option ownership among our executives, previous stock option grants and vestingschedules to ensure executive retention and alignment with shareholder interests;

• Results of competitive analyses and recommendations of the Committee’s independent consultant;

• Management recommendations;	

• General trends in executive compensation; and 	

• Meeting ongoing revenue growth and cost control objectives.

The Compensation Committee conducts an annual review of the Chief Executive Officer’s performance and reports its
evaluation to the Board. The Board reviews the Compensation Committee’s evaluation and recommendation and also
evaluates the Chief Executive Officer’s performance according to the goals and objectives established periodically by
the full Board. This review serves as the basis for the recommendation of the Compensation Committee on Chief
Executive Officer compensation.

Role of the Chief Executive Officer
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As discussed above, the Chief Executive Officer makes recommendations to the Committee and the full Board for the
establishment of performance targets and individual performance objectives for the other NEOs.

The Chief Executive Officer reviews the performance of each of the other NEOs against his objectives and presents
his evaluation of such NEO’s performance to the Committee. Decisions regarding individual compensation elements
and total compensation are ultimately made by the Committee, using its judgment, focusing primarily on each NEO’s
performance against his individual financial and strategic objectives, as well as the Company’s overall performance.

The Committee and the Chief Executive Officer also consider a variety of qualitative factors, including the business
environment in which the results were achieved. Therefore, the Chief Executive Officer makes recommendations
regarding each of the other NEOs’ compensation based on multiple factors, including the competitive market and
Company and individual performance. The Committee ultimately approves all compensation plans for senior
management (including for the Chief Executive Officer’s compensation).
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The Chief Executive Officer does not participate in the deliberations of the Committee regarding his own
compensation.

Role of the Compensation Consultant

Pursuant to its Charter, the Compensation Committee has the authority to engage independent compensation
consultants and other professionals to assist in the design, formulation, analysis, and implementation of compensation
programs for our executive officers. As described elsewhere in this Proxy Statement, during fiscal 2016 the
Committee engaged Pearl Meyer to review various elements of the Company’s overall compensation program,
including performing reviews of the Company’s 2016 executive compensation plans.

Role of Benchmarking and Peer Groups

As part of our pay philosophy, our executive compensation program is designed to attract, motivate and retain our
executives in an increasingly competitive market. To this end, during fiscal 2016 we evaluated industry-specific and
general market compensation practices and trends to ensure that our program features and NEO pay opportunities
remain appropriately competitive. When determining salaries, target bonus opportunities and long-term incentive
grants for NEOs, the Committee considers the performance of the Company and the individual, the nature of an
individual’s role within the Company, experience in the officer’s current role, as well as input from its independent
compensation consultant, among other variables.

In fiscal 2016, to facilitate its review and determination of executive compensation, the Committee engaged Pearl
Meyer to conduct a comprehensive competitive review of our executive compensation program. In connection with
this review and in consultation with Pearl Meyer and senior management of the Company, the Committee identified a
peer group comprised of healthcare equipment, pharmaceutical and biotechnology companies roughly similar to the
Company in revenue size or market capitalization, and focused on cancer treatments to the extent possible; the peer
group consists of the 18 companies listed below:

Apricus Biosciences, Inc. Cytori Therapeutics, Inc. OncoGenex
Pharmaceuticals, Inc.

ArQule Inc. Fate Therapeutics, Inc. Onconova
Therapeutics, Inc.

Cancer Genetics, Inc. Fortress Biotech, Inc. Pieris Pharmaceuticals,
Inc.

Capricor Therapeutics, Inc. GlobeImmune Inc.
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Sunesis
Pharmaceuticals, Inc.

Cleveland BioLabs, Inc. Hansen Medical, Inc. TRACON
Pharmaceuticals, Inc.

Cyclacel Pharmaceuticals, Inc. Northwest Biotherapeutics, Inc. ViewRay, Inc.

The median (50th percentile) revenue size of the peer group was approximately $6 million, while the median market
capitalization was $59 million; IsoRay’s revenue of $5 million and market capitalization of $63 million were roughly
at the 41st and 53rd percentiles of the peer group, respectively.

In addition to peer group data, five published or private compensation surveys were also utilized in Pearl Meyer’s 2016
report and comparisons to survey benchmark positions were made based on the Company’s size. Pearl Meyer
completed its preliminary review in June 2016 (with identical results later confirmed in July 2016 in its final review)
and presented its analysis of the Company’s executive compensation program relative to peer and survey 25th, 50th
and 75th percentile levels. Overall, the study suggested that IsoRay’s total direct compensation (base salary, bonus and
value of long-term incentives) was generally below the 25th percentile market levels.
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Our Executive Compensation Program Framework

Compensation Components

Our executive compensation primarily consists of base salary, bonuses and long-term equity-based compensation.

The factors our Compensation Committee considered for each of our executives in fiscal 2016 included:

•
Overall corporate performance during fiscal 2016 in achieving certain financial objectives and non-financial
milestones;

• The roles and responsibilities of our executives in helping the Company meet these milestones;

• The additional roles and responsibilities of our executives; and

• The individual experience and skills of our executives

Base Salary

Base salaries of executive officers are reviewed and approved annually by our Compensation Committee and
adjustments are made based on (i) salary recommendations from our Chief Executive Officer, (ii) individual
performance of executive officers for the previous fiscal year, and (iii) historical pay. In addition, in establishing the
total compensation package for our Chief Executive Officer, the Compensation Committee pursues the same
objectives and policies that apply for our other executive officers.

Base salary reflects job responsibilities, value to us and individual performance, taking into consideration the need to
attract and retain our executives. We determine salaries for our NEOs initially by reference to each executive’s
previous year’s salary. The Compensation Committee determines any increase over these salaries based upon
recommendations of our Chief Executive Officer, except in the case of the Chief Executive Officer’s own
compensation. The Compensation Committee generally reviews base salaries of our executives annually and adjusts
salaries from time to time to realign salaries with perceived market increases and individual performance.
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Achievement of individual and corporate accomplishments along with the executive officer’s level of responsibility,
competitive factors, the preliminary results of the Pearl Meyer compensation review and our internal policies
regarding salary increases were considered regarding fiscal 2016 salary increases.

Merit-based salary increases for fiscal 2016 were 9.2% and 10.4% for Brien Ragle and William Cavanagh,
respectively. Additionally, in June 2016, we set the annual base salary for fiscal 2017 for Thomas LaVoy, our
Chairman and Chief Executive Officer, at $300,583 (no increase), for Brien Ragle, our Chief Financial Officer, at
$149,100, for William Cavanagh, Chief Operating Officer, at $201,700 and for Michael Krachon, our Vice President
Sales and Marketing, at $225,000 (no increase).
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The Compensation Committee determined not to pay either Mr. LaVoy or Mr. Krachon a salary increase due to the
fact that their services in these roles did not begin until February and March 2016, respectively.

Performance-Based Annual Bonus

We provide for an annual cash incentive that reinforces our pay-for-performance approach. This incentive
compensation is a short-term incentive program that rewards achievement. Annual incentive awards are awarded at
the sole determination of the Compensation Committee (on behalf of the Board) based on the actual and measurable
performance of the Company based on a set of corporate objectives for the previous year.

In fiscal 2015, we implemented a cash incentive plan starting in fiscal 2016 whereby for each fiscal quarter, each
named officer (in fiscal 2016, our NEOs were Mr. Ragle, Mr. Cavanagh and Mr. Babcock) had an opportunity to earn
a bonus of three percent (3%) of their annual base salary for a fifteen percent (15%) or greater increase in revenue
from the prior fiscal year’s comparable quarter. Also, effective for the year ending June 30, 2016, each named officer
had an opportunity to earn a bonus of three percent (3%) of their annual base salary for a fifteen percent (15%) or
greater increase in revenue over the prior fiscal year.

For fiscal 2016, the Company achieved 15% revenue growth in one of four fiscal quarters. As a result, the following
bonuses were paid to our NEOs who were serving as officers during that quarter and are reported in the non-equity
incentive compensation column of the Summary Compensation Table of this Proxy Statement.

NEO
2016
Bonus
($)

Thomas LaVoy - Chairman and CEO1 -

Brien Ragle - CFO 3,900

William Cavanagh - COO 4,893

Michael Krachon - Vice President Sales and Marketing1 -

Dwight Babcock - former Chairman and CEO 9,017

(1)       Neither Mr. LaVoy nor Mr. Krachon were serving as executive officers at the time of the one quarter in which
revenues increased by fifteen percent (15%).
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For fiscal year 2017, the bonus plan was revised such that each named officer has an opportunity to earn a bonus of
four percent (4%) of his annual base salary for a twenty percent (20%) or greater increase in revenue from the prior
fiscal year’s comparable quarter. Also, effective for the year ending June 30, 2017, each named officer has an
opportunity to earn a bonus of four percent (4%) of his annual base salary for a twenty percent (20%) or greater
increase in revenue over the prior fiscal year.

20

Edgar Filing: IsoRay, Inc. - Form DEF 14A

47



Long-Term Equity-Based Incentive Compensation

Our long-term incentive program provides an annual award, with the potential for periodic awards, which is
performance based. The objective of the program is to align compensation for named executive officers over a
multi-year period directly with the interests of our shareholders by motivating and rewarding creation and preservation
of long-term shareholder value. We believe that we can maximize our long-term performance best if we tie the value
of the long-term benefits our executives receive to our long-term performance.

Historically, the sole form of equity compensation to our executive officers has been stock options, but our recently
adopted 2016 Equity Incentive Plan includes stock awards and stock appreciation rights as well. Our Compensation
Committee receives preliminary recommendations for equity-based awards from our Chief Executive Officer
(excluding the CEO’s own awards). Our Compensation Committee then reviews the recommendations and approves
equity-based awards for all of our officers, including our Chief Executive Officer and the other named executive
officers.

Stock option awards provide our executive officers with the right to purchase shares of our common stock at a fixed
exercise price typically for a period of up to ten years, subject to continued service with us in accordance with the
terms of our equity incentive plans, and generally vest over three to five years. We do not grant stock options that
have exercise prices below the fair market value of our common stock on the date of grant. We do not reduce the
exercise price of stock options if the price of our common stock subsequently declines below the exercise price unless
we first obtain shareholder approval. However, we do adjust the exercise price of previously granted stock options to
reflect recapitalizations, stock splits, mergers, and similar events as permitted by the applicable stock plans.

We typically grant stock options on an annual basis as part of annual performance reviews of our employees. We grant
equity incentive compensation to our executive officers because we believe doing so will motivate our executives by
aligning their interest more closely with the interest of our shareholders.

On February 15, 2016, Mr. LaVoy was granted options to purchase 250,000 shares of common stock at an exercise
price of $0.69 per share and on March 7, 2016, Mr. Krachon was granted options to purchase 125,000 shares of
common stock at an exercise price of $0.83 per share. On June 21, 2016, the Committee approved stock option grants
to our named executive officers (other than Mr. Krachon), at an exercise price of $0.93, our closing stock price on
June 21, 2016.

NEO Option grant (# of shares)
Thomas LaVoy - Chairman and CEO 350,000
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Brien Ragle - CFO 38,000

William Cavanagh - COO 125,000

Michael Krachon - Vice President Sales and Marketing 125,000
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Other Practices, Policies and Guidelines

Other Benefits

We provide our named executive officers with the same employee benefits that all of our other employees receive
under our broad-based benefit plans. These plans provide for health benefits, life insurance and other welfare benefits.

Perquisites

We do not provide our named executive officers with any retirement or welfare plan benefits that we do not provide to
all of our other employees.

Risks Related to Compensation Policies and Practices

The Compensation Committee has considered whether our overall compensation program for employees in 2016
creates incentives for employees to take excessive or unreasonable risks that could materially harm our Company. We
believe that several features of our compensation policies for management employees appropriately mitigate such
risks, including a mix of long- and short-term compensation incentives that we believe is properly weighted, our
Executive Compensation Clawback Policy and the uniformity of compensation practices across our Company, which
the Compensation Committee regards as setting an appropriate level of risk taking for us. We also believe our internal
legal and financial controls appropriately mitigate the probability and potential impact of an individual employee
committing us to a harmful long-term business transaction in exchange for short-term compensation benefits.

Recoupment Policy

In order to align further management’s interests with the interests of our shareholders and to support good corporate
governance practices, the Board has adopted a recoupment policy. Subject to rules of the SEC and NYSE MKT, in the
event that we are required to prepare an accounting restatement due to the material noncompliance with any financial
reporting requirement under the federal securities laws, we will form a committee of the independent directors to
determine whether we will recover from any of our current or former executive officers, as determined in accordance
with such rules, who received performance-based compensation (including stock options awarded as compensation)
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during the period for which we are required to prepare an accounting restatement, based on the erroneous data, in
excess of what would have been paid to the executive officer under the accounting restatement. The committee may
also take any other actions authorized by our Executive Compensation Clawback Policy.

Employment Agreements

Thomas LaVoy

Mr. LaVoy took office as Chief Executive Officer on February 15, 2016. In connection with his appointment as CEO,
the Company entered into an Executive Employment Agreement (LaVoy Agreement) with Mr. LaVoy for an initial
term of three years subject to successive one year renewals. Under the LaVoy Agreement, Mr. LaVoy receives an
annual salary of $300,000. He was eligible to participate in the bonus plan adopted by the Board in 2015 whereby he
was eligible to receive a quarterly bonus of three percent (3%) of his annual salary for any increase in revenue for a
fiscal quarter of fifteen percent (15%) or more over the prior year’s corresponding fiscal quarter and an additional
annual bonus of three percent (3%) of his annual salary for any fifteen percent (15%) or more annual increase in
revenue by the Company over the prior fiscal year. For fiscal year 2017, Mr. LaVoy is eligible to participate in the
updated annual bonus plan as described in the Performance Based Annual Bonus section of the Compensation
Discussion and Analysis.
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Mr. LaVoy received options to purchase 250,000 shares of common stock on February 15, 2016. The options were
granted at the closing price of the common stock on that day and vested immediately. On a “change of control” event, as
defined in the LaVoy Agreement, all unvested options, if any, including any granted in the future, will become fully
vested.

The LaVoy Agreement provides severance pay for the remaining term of the LaVoy Agreement or a one year period,
whichever is longer. Mr. LaVoy’s employment may be terminated upon death, disability, by the Company for Cause or
by Mr. LaVoy for “Good Reason.” If Mr. LaVoy’s employment is terminated by mutual agreement, by the Company
without Cause, or by Mr. LaVoy for “Good Reason,” then he will be paid his unpaid salary, bonus and expenses through
the date of termination, in addition to severance pay. If employment terminates for any other reason, then Mr. LaVoy
only receives any unpaid salary, bonuses and expenses through the date of termination. “Good Reason” means material
adverse change in Mr. LaVoy’s title, authority, duties or responsibilities. Mr. LaVoy is subject to standard
confidentiality provisions and a non-compete, non-solicitation covenant for a one year period following termination of
employment.

Michael Krachon

Mr. Krachon was hired as Vice President of Sales and Marketing on March 7, 2016. In connection with his hire, the
Company entered into an Employment Agreement (Krachon Agreement) with Mr. Krachon for an initial term of three
years subject to successive one year renewals. Under the Krachon Agreement, Mr. Krachon receives an annual salary
of $225,000. He was also eligible to participate in the bonus plan adopted by the Board in 2015 whereby he was
eligible to receive a quarterly bonus of three percent (3%) of his annual salary for any increase in revenue for a fiscal
quarter of fifteen percent (15%) or more over the prior year’s corresponding fiscal quarter and an additional annual
bonus of three percent (3%) of his annual salary for any fifteen percent (15%) or more annual increase in revenue by
the Company over the prior fiscal year. For fiscal year 2017, Mr. Krachon is eligible to participate in the updated
annual bonus plan as described in the Performance Based Annual Bonus section of the Compensation Discussion and
Analysis.

Mr. Krachon received options to purchase 125,000 shares of common stock on March 7, 2016. The options were
granted at the closing price of the common stock on that day and vest in one-third increments on each anniversary of
the grant date.

The Krachon Agreement provides severance pay for a one year period. Mr. Krachon’s employment may be terminated
upon death, disability, by the Company for Cause or by Mr. Krachon for “Good Reason.” If Mr. Krachon’s employment
is terminated by mutual agreement, by the Company without Cause, or by Mr. Krachon for “Good Reason,” then he will
be paid his unpaid salary, bonus and expenses through the date of termination, in addition to severance pay. If
employment terminates for any other reason, then Mr. Krachon only receives any unpaid salary, bonuses and expenses
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through the date of termination. “Good Reason” means material adverse change in Mr. Krachon’s title, authority, duties
or responsibilities. Mr. Krachon is subject to standard confidentiality provisions and a non-compete, non-solicitation
covenant for a one year period following termination of employment.
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Compensation Committee Report

The Compensation Committee of the Board of Directors has reviewed and discussed the matters contained under the
title Compensation Discussion and Analysis of this Report with our management and, based on such review and
discussions we recommended to the Board that the Compensation Discussion and Analysis be included in this proxy
statement on Schedule 14A for the Company’s fiscal year ended June 30, 2016.

Respectfully submitted,

Philip Vitale, MD (Chair)
Alan Hoffmann
Michael McCormick

Compensation Committee Interlocks and Insider Participation

Other than Mr. LaVoy, no member of the Compensation Committee is or was during fiscal year 2016 an employee, or
is or ever has been an officer of our Company during their time of service on the Compensation Committee. Mr.
LaVoy resigned from his position on the Compensation Committee on January 13, 2016 and he was not serving as a
member of the Committee at the time of its decisions related to the compensation described in the CD&A. None of
our executive officers has served during fiscal year 2016 as a director or a member of the Compensation Committee of
another company other than Mr. LaVoy, who serves as a Director of Alanco Technologies, Inc. (OTC: ALAN) but
does not serve on its Compensation Committee.

Shareholder Approval of Executive Compensation

The Company’s last shareholder advisory vote to approve the compensation of its NEOs was held at the Annual
Meeting on March 5, 2014.  The Board determined in 2014 to hold subsequent advisory votes every three years, and
as a result, a shareholder advisory vote to approve the compensation of its NEOs is included as Proposal 3 of this
Proxy Statement. The next shareholder advisory vote to include both the frequency of future shareholder advisory
votes and a shareholder advisory vote on the compensation of the Company’s NEOs will be held at the Annual
Meeting to occur in fiscal year 2020.

Director Compensation
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Fiscal Year 2016 Director Compensation

Fees
earned Non-equity Non-qualified

or paid
in Stock Option incentive plan deferred All other

cash awards awards compensation compensation compensation Total
Name ($) ($) ($) ($) ($) ($) ($)
Alan Hoffmann (1) 20,839 - 28,840 - - - 49,679
Michael McCormick (2) 43,500 - 16,400 - - - 59,900
Philip Vitale MD 44,000 - 16,400 - - - 60,500

(1)Mr. Hoffmann received payment for his service as a non-employee director beginning when Board services andservice on committees of the Board commenced on January 13, 2016.
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During fiscal year 2015, each non-employee director received cash compensation of $2,000 per month. In addition,
each non-employee director received $1,000 per Board meeting attended in person or $500 per Board meeting
attended via telephone and $500 per committee meeting attended.

Each non-employee director had stock options to purchase shares of the Company's common stock outstanding as of
June 30, 2016 as follows - Mr. Hoffmann had stock options to purchase 50,000 shares of common stock, Mr.
McCormick had stock options to purchase 50,000 shares of common stock, and Dr. Vitale had stock options to
purchase 50,000 shares of common stock.

During the fiscal year 2016, the independent directors received $3,000 per month for their service, until Mr. LaVoy
resigned as the Chair of the Audit Committee, he received an additional $1,000 per month for serving in that role. In
addition, each non-employee director received $1,000 per Board meeting attended in person or $500 per Board
meeting attended via telephone and $500 per committee meeting attended. Employee directors do not receive any
compensation for their service on the Board.

Code of Ethics

We have adopted a Code of Conduct and Ethics that applies to all of our officers, directors and employees and a
separate Code of Ethics for Chief Executive Officer and Senior Financial Officers that supplements our Code of
Conduct and Ethics.

The Code of Conduct and Ethics was previously filed as Exhibit 14.1 to our Form 10-KSB for the period ended June
30, 2005, and the Code of Ethics for Chief Executive Officer and Senior Financial Officers was previously filed as
Exhibit 14.2 to this same report. The Code of Ethics for Chief Executive Officer and Senior Financial Officers is also
available to the public on our website at http://www.isoray.com. Each of these policies comprises written standards
that are reasonably designed to deter wrongdoing and to promote the behavior described in Item 406 of Regulation
S-K promulgated by the Securities and Exchange Commission. Any amendments to or waivers of the Codes will be
promptly posted on our website at www.IsoRay.com or in a report on Form 8-K, as required by applicable laws.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following tables set forth certain information regarding the beneficial ownership of the Company’s common stock
and voting preferred stock as of October 21, 2016 for (a) each person known by the Company to be a beneficial owner
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of five percent or more of the outstanding common or Series B preferred stock of the Company, (b) each executive
officer, director and nominee for director of the Company, and (c) directors and executive officers of the Company as
a group. As of October 21, 2016, the Company had 55,017,419 shares of common stock and 59,065 shares of Series B
preferred stock outstanding. Except as otherwise indicated below, the address for each listed beneficial owner is c/o
IsoRay, Inc., 350 Hills Street, Suite 106, Richland, Washington 99354.
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Common Stock Share Ownership

Name of Beneficial Owner

Common
Shares
Owned

Common
Stock
Options(1)

Percent
of
Class
(2)

Thomas LaVoy, CEO & Chairman 143,523 250,000 0.71 %
Brien Ragle, CFO - 71,998 0.13 %
William Cavanagh III, COO - 26,658 0.05 %
Philip J. Vitale, M.D., Director 20,000 50,000 0.13 %
Michael W. McCormick, Director 22,000 50,000 0.13 %
Alan Hoffmann, Director - 50,000 0.09 %

Directors and Executive Officers as a group 185,523 498,658 1.24 %

1)Only includes those common stock options that could be exercised for common stock within 60 days after October21, 2016.

2)

Percentage ownership is based on 55,017,419 shares of Common Stock outstanding on October 21, 2016. Shares of
Common Stock subject to stock options which are currently exercisable or will become exercisable within 60 days
after October 21, 2016 are deemed outstanding for computing the percentage ownership of the person or group
holding such options, but are not deemed outstanding for computing the percentage ownership of any other person
or group.

Series B Preferred Stock Share Ownership

Name of Beneficial Owner

Series B

Preferred
Shares
Owned

Percent
of
Class
(1)

Aissata Sidibe (2) 20,000 33.86 %
William and Karen Thompson Trust (3) 14,218 24.07 %
Jamie Granger (4) 10,529 17.83 %
Hostetler Living Trust (5) 9,479 16.05 %
Leslie Fernandez (6) 3,688 6.24 %
R. Jeanne Clark (7) 1,151 1.95 %

1)Percentage ownership is based on 59,065 shares of Series B Preferred Stock outstanding on October 21, 2016.
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2)The address of Ms. Sidibe is 229 Lasiandra Ct, Richland, WA 99352.
3)The address of the William and Karen Thompson Trust is 285 Dondero Way, San Jose, CA 95119.

4) The address of Jamie Granger is 53709 South Nine Canyon Road, Kennewick, WA
99337.

5)The address of the Hostetler Living Trust is 9257 NE 175th Street, Bothell, WA 98011.
6)The address of Leslie Fernandez is 2615 Scottsdale Place, Richland, WA 99352.
7)The address of R. Jeanne Clark is 1625 Mowry Square, Richland, WA 99354

No officers or directors beneficially own shares of any class of Preferred Stock.
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SECTION 16(a) beneficial ownership reporting compliance

Section 16(a) of the Securities Exchange Act of 1934 (the Exchange Act) requires the Company’s directors and
executive officers, and persons who beneficially own more than ten percent of a registered class of our equity
securities, to file with the Securities and Exchange Commission (the Commission) initial reports of beneficial
ownership and reports of changes in beneficial ownership of our Common Stock. The rules promulgated by the
Commission under Section 16(a) of the Exchange Act require those persons to furnish us with copies of all reports
filed with the Commission pursuant to Section 16(a). The information in this section is based solely upon a review of
Forms 3, Forms 4, and Forms 5 received by us.

We believe that IsoRay’s executive officers, directors and 10% shareholders timely complied with their filing
requirements during the year ended June 30, 2016, except as follows – Alan Hoffmann (one Form 4 with one
transaction); Thomas LaVoy (one Form 4 with one transaction); Michael McCormick (one Form 4 with one
transaction) and Philip Vitale (one Form 4 with one transaction). Each of these Form 4s was filed late.

Executive Officers

Set forth below is certain information as of October 21, 2016 regarding our current executive officers, including
certain biographical information, position held, company service history, employment agreement summaries and
professional history.

Name Age Position Held
Thomas LaVoy 56 Chairman, Chief Executive Officer
Brien Ragle 47 Chief Financial Officer
William Cavanagh 51 Chief Operating and Scientific Officer
Michael Krachon 45 Vice-President of Sales and Marketing

Company Service History

Mr. LaVoy took office as Chief Executive Officer on February 15, 2016, Mr. Ragle became our principal accounting
officer and principal financial officer on October 2, 2009 and was promoted to Chief Financial Officer on October 1,
2013, Mr. Cavanagh was deemed to be an executive officer by the Board effective October 12, 2010, was promoted to
Chief Operating Officer on March 3, 2016 and promoted to Chief Operating Officer / Chief Scientific Officer on
August 15, 2016 and Mr. Krachon became our Vice-President, Sales and Marketing on March 2, 2016 was deemed to
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be an executive officer on June 14, 2016. Our Board appoints our officers, and their terms of office are at the
discretion of the Board. None of our executive officers have employment contracts, except for Mr. LaVoy and Mr.
Krachon.

Employment Agreement Summaries

The discussion of Employment Agreement Summaries is incorporated by reference to the discussion on pages 22 to
23 for Mr. LaVoy and Mr. Krachon.

Professional History

The discussion of Professional History is incorporated by reference to the discussion on page 9 for Mr. LaVoy.
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Brien Ragle – Mr. Ragle has over 20 years of finance and accounting experience, including SEC reporting, financial
reporting, cost, project, and management accounting in addition to performing operational analysis. Mr. Ragle has
served the Company in the most senior accounting and finance role from October 2009 to present. Mr. Ragle became
IsoRay's Chief Financial Officer on October 1, 2013 after serving the Company as Controller – Principal Financial and
Accounting Officer from October 2009 to September 2013. Mr. Ragle was IsoRay’s Cost Accounting Manager from
January 2007 until October 2009. Before joining IsoRay in January 2007 as Cost Accounting Manager, Mr. Ragle was
employed by BNG America, LLC, a wholly-owned subsidiary of Energy Solutions, LLC (ES), from 2005 to 2006 as
Project Accounting Manager for all projects located in the Western United States and from 2000 to 2004 as a Business
Unit Controller by SCM Consultants, Inc., a wholly-owned subsidiary of Tetra Tech, Inc. (TTEK). Mr. Ragle holds
Bachelor of Arts degrees in Business Administration, with an emphasis in accounting, and in Hospitality Management
from Washington State University. Mr. Ragle is a Certified Public Accountant in the State of Washington and
designated as a Chartered Global Management Accountant by the American Institute of Certified Public Accountants.
Mr. Ragle filed for personal bankruptcy under Chapter 13 of the U.S. Bankruptcy Code on January 26, 2011.

William Cavanagh III – Mr. Cavanagh joined IsoRay Medical, Inc. in January 2010 and served as Vice President,
Research and Development until March 3, 2016, other than serving as interim Chief Executive Officer for IsoRay
from January 7 to February 14, 2016. He was appointed Chief Operating Officer of IsoRay effective March 3, 2016
and Chief Scientific Officer effective August 15, 2016. Immediately prior to joining IsoRay Medical, Mr. Cavanagh
was engaged in the research and development of dendritic cell therapies for cancer and infectious diseases. He served
as Chief Scientific Officer for Sangretech Biomedical, LLC for the six years prior to joining IsoRay Medical. At
Sangretech, he oversaw the design and implementation of a novel cancer therapy. Mr. Cavanagh began his extensive
career in cancer treatment technologies in the early 1990s, when he helped lead research and development of a therapy
involving the insertion of radioactive sources directly into the prostate for the treatment of prostate cancer (prostate
brachytherapy). He has designed several cancer treatment-related studies, is listed as an author on 34 peer-reviewed
publications, and is the listed inventor on a U.S. patent application detailing a novel treatment for cancer. Mr.
Cavanagh has also served as Director of the Haakon Ragde Foundation for Advanced Cancer Studies in Seattle,
Washington, where he led the research foundation in the selection of viable research projects directed at treating
advanced cancers. Mr. Cavanagh holds a B.S. in Biology from the University of Portland (Oregon) and attended two
years of medical school before beginning his career in research management.

Michael Krachon – Mr. Krachon brings more than 20 years’ experience of progressive growth in sales and marketing in
the medical industry to the Company. He joined IsoRay in March 2016 as Vice President, Sales and Marketing. Prior
to joining IsoRay, Mr. Krachon was employed by C.R. Bard Inc. since 2001, and was a key member of the Bard
Urological and Medical Division which developed brachytherapy devices and delivery systems for the U.S. and
international markets. He was the leader of the brachytherapy commercial team, which grew to be the global
brachytherapy market leader. Mr. Krachon assisted in the business unit’s strategic planning, development of the
international business segment and creating and delivering the international product launches which resulted in market
leadership across Europe, Japan and Africa. His responsibilities included: the development of strategic brachytherapy
sales and marketing programs; the implementation of industry leading national and international training programs;
and supporting the product development process. Finally, Mr. Krachon has been instrumental in successfully
supporting the industry through congressional lobbying efforts to establish and maintain reimbursement codes for
brachytherapy. He served as Chairman of the Coalition for Advancement of Brachytherapy from 2009 to 2016 and has
been recognized as a national speaker for brachytherapy by the industry. Mr. Krachon received a B.S.E. in biomedical
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engineering from Duke University and his M.B.A. from the Goizueta Business School at Emory University.
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EXECUTIVE COMPENSATION

The following summary compensation table sets forth information concerning compensation for services rendered in
all capacities during our past three fiscal years awarded to, earned by or paid to each of the following individuals.
Salary and other compensation for these officers are set or recommended to the Board by the Compensation
Committee. No other executive officer received total compensation of over $100,000 during fiscal year 2016.

Summary Compensation Table

Name and principal  
position Year Salary

($)
Bonus
($)

Stock
awards
($)

Option

awards

($) (1)

Non-equity
incentive
plan
compensation
($)

Nonqualified
deferred
compensation
earnings
($)

All other
compensation
($)

Total
($)

Thomas LaVoy 2016 98,267 - - 199,440 - - 33,835 (3) 297,707
Chairman and CEO 2015 - - - - - - - -

2014 - - - - - - - -

Brien Ragle 2016 148,361 - - 24,900 3,900 - - 177,161
CFO 2015 119,620 - - 20,554 - - - 140,174

2014 117,834 - - 39,401 - - - 157,235

William Cavanagh 2016 186,021 10,000 - 81,600 4,893 - - 282,514
COO/CSO 2 2015 158,020 - - 20,554 - - - 178,574

2014 154,500 - - 37,099 - - - 191,599

Michael Krachon 2016 60,577 - - 72,700 - - - 133,277
VP – S&M 2015 - - - - - - - -

2014 - - - - - - - -

Dwight Babcock 2016 173,076 - - - 9,017 - 127,170 (4) 309,263

Former Chairman
and CEO 2015 291,554 - - 57,095 - - - 348,650

2014 284,712 50,000 - 116,095 - - - 450,807

1.Amounts represent the ASC 718, Compensation – Stock Compensation valuation for the fiscal years 2016, 2015 and
2014, respectively. All such options were awarded under one of the Company's four stock option plans. All options
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awarded (with the exception some of Mr. LaVoy’s stock option grants that were immediately vested on the grant
date) vest in three to five equal annual installments beginning with the first anniversary from the date of grant and
expire ten years after the date of grant. All options were granted at the fair market value of the Company's stock on
the date of grant and the Company used a Black-Scholes methodology as discussed in the footnotes to the financial
statements to value the options.
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2.

Mr. Cavanagh served as the Company’s Vice-President of Research and Development until January 2016 when he
was named Interim Chief Executive Officer (CEO) upon the retirement of Dwight Babcock. Mr. Cavanagh served
as Interim CEO until Mr. LaVoy took office as CEO on February 15, 2016. Mr. Cavanagh was then named Chief
Operating Officer, and later also Chief Scientific Officer.

3.
This amount represents the amount paid in fees earned or paid in cash to the current executive officer for service on
the board of directors and as the audit committee chairman prior to becoming an executive officer. He received no
other consideration as a director or for services on the Committee.

4.This amount represents the amounts paid to the former executive officer under the terms of a separation agreementduring the respective fiscal year.

Grants of Plan-Based Awards

The following table sets forth certain information with respect to stock and option awards and other plan-based awards
granted to our named executive officers during fiscal 2016.

Name Grant
Date

All other
option
awards:
Number of
securities
underlying
options (#)

Exercise
or base
price of
option
awards
($/Sh)

Grant
date fair
value of
of stock
and
option
awards

Thomas LaVoy
Chairman and CEO  2/15/2016 250,000 $ 0.69 $134,140

Thomas LaVoy
Chairman and CEO 6/21/2016 100,000 0.93 65,300

Brien Ragle
CFO  6/21/2016 38,000 0.93 24,900

William Cavanagh 
Chief Operating Officer  6/21/2016 125,000 0.93 81,600

Michael Krachon
Vice-President of Sales and Marketing 3/07/2016 125,000 0.83 72,700
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Outstanding Equity Awards at Fiscal Year-End

Option awards

Name

Number of
securities
underlying
unexercised
Options
(#)
exercisable

Number of
securities
underlying
unexercised
options
(#)
unexercisable

Equity
Incentive
plan
awards:
Number of
securities
underlying
unexercised
unearned
options
(#)

Option
exercise
price
($)

Option
expiration
date

Thomas LaVoy 250,000 (12) - - 0.69 2/15/2026
Chairman and CEO - (10) 100,000 - 0.93 6/21/2026

50,000 (12) - - 3.11 08/15/2016

Brien Ragle 5,000 (2) - - 4.40 03/02/2017
Chief Financial Officer 2,000 (3) - - 4.14 06/01/2017

20,000 (4) - - 1.43 06/30/2020
20,000 (5) - - 0.99 06/07/2021
3,332 (7) 1,668 - 0.59 09/06/2023
13,332 (8) 6,668 - 2.46 06/17/2024
6,666 (9) 13,334 - 1.47 06/17/2025
- (10) 38,000 - 0.93 6/21/2026

William Cavanagh 6,660 (6) - - 0.98 06/27/2022
Chief Operating Officer 13,332 (8) 6,668 - 2.46 06/17/2024

6,666 (9) 13,334 - 1.47 06/17/2025
- (10) 125,000 - 0.93 6/21/2026

Michael Krachon - (11) 125,000 - 0.83 3/07/2026
Vice President of
Sales and Marketing

Dwight Babcock, 50,000 (1) - - 3.11 8/15/2016
Former Chairman and 100,000 (1) - - 0.75 5/13/2018
CEO 200,000 (1) - - 0.26 6/1/2019

100,000 (1) - - 1.43 06/30/2020
100,000 (1) - - 0.99 06/07/2021
50,000 (1) - - 0.98 06/27/2022
50,000 (1) - - 0.58 09/05/2023
50,000 (1) - - 2.17 05/20/2024
50,000 (1) - - 1.47 06/17/2025
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1)Represents options issued to Mr. Babcock which were all immediately vested and exercisable. The grant dates are10 years prior to the expiration date in the table above.

2)Represents the March 2, 2007 grant, all of which were exercisable as of March 2, 2010.

3)Represents the June 1, 2007 grant, all of which were exercisable as of June 1, 2010.

4)Represents a June 30, 2010 grant, all of which were exercisable as of June 30, 2013.

5)Represents a June 7, 2011 grant, all of which were exercisable as of June 30, 2014.

6)Represents a June 27, 2012 grant, all of which were exercisable as of June 27, 2015.

7)
Represents a September 6, 2013 grant, one-third of which became exercisable on September 6, 2014, one-third of
which became exercisable on September 6, 2015, and the final third will become exercisable on September 6,
2016.

8)Represents a June 17, 2014 grant, one-third of which became exercisable on June 17, 2015, one-third of which willbecome exercisable on June 17, 2016, and the final third will become exercisable on June 17, 2017.

9)Represents a June 17, 2015 grant, one-third of which will become exercisable on June 17, 2016, one-third of whichwill become exercisable on June 17, 2017, and the final third will become exercisable on June 17, 2018.
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10)
Represents a June 21 2016 grant, one-fifth of which will become exercisable on June 21, 2017, one-fifth of which
become exercisable on June 21, 2018, one-fifth of which become exercisable on June 21, 2019, one-fifth of which
become exercisable on June 21, 2020,  and the final fifth of which become exercisable on June 21, 2021,

11)Represents a March 7, 2016 grant, one-third of which will become exercisable on March 7, 2017, one-third ofwhich will become exercisable on March 7, 2018, and the final third will become exercisable on March 7, 2019.

12)Represents options issued to Mr. LaVoy which were all immediately vested and exercisable.  The grant dates areten years prior to the expiration date in the table above

Option Exercises and Stock Vested

 There were no option exercises or stock vesting by named executive officers (NEOs) during fiscal 2016

The Company has a 401(k) plan that covers all eligible full-time employees of the Company. Contributions to the
401(k) plan are made by participants to their individual accounts through payroll withholding. Additionally, the
401(k) plan provides for the Company to make contributions to the 401(k) plan in amounts at the discretion of
management. The Company has not made any contributions to the 401(k) plan and does not maintain any other
retirement plans for its executives or employees.

TRANSACTIONS WITH MANAGEMENT AND OTHERS

Certain Relationships and Related Party Transactions

None requiring disclosure under Reg. S-K Item 404.

Review and Approval of Related Party Transactions

The Company’s Code of Ethics emphasizes the importance of avoiding situations or transactions in which personal
interests may interfere with the best interests of the Company or its shareholders. In addition, the Company’s general
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corporate governance practice includes Board-level discussion and assessment of procedures for discussing and
assessing relationships, including business, financial, familial and nonprofit, among the Company and its officers and
directors or their immediate family members, to the extent that they may arise. The Board and either the Audit
Committee or the Nominations and Corporate Governance Committee review any transaction with an officer or
director or their immediate family members to determine, on a case-by-case basis, whether a conflict of interest exists.
The Board ensures that all directors voting on such a matter have no interest in the matter and discusses the
transaction with counsel as the Board deems necessary. The Board will generally delegate the task of discussing,
reviewing and approving transactions between the Company and any related persons to either the Audit Committee or
the Nominations and Corporate Governance Committee. 

As required under SEC rules, transactions that are determined to be directly or indirectly material to the Company or a
related party would be disclosed in our Annual Report; however, during our fiscal year ended June 30, 2016, we did
not have any related party transactions requiring disclosure under Reg. S-K Item 404.

Director Independence

Using the standards of the NYSE MKT, the Company's Board has determined that Mr. Hoffmann, Mr. McCormick
and Dr. Vitale each qualify under such standards as an independent director. Mr. Hoffmann, Mr. McCormick and Dr.
Vitale each meet the NYSE MKT listing standards for independence both as a director and as a member of both the
Audit Committee and the Compensation Committee. No other directors are independent under these standards.
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None of our existing directors were disqualified from independent status under the objective standards of the NYSE
MKT other than Mr. LaVoy, who did not qualify as he is an employee director. In reviewing the subjective criteria of
“any relationship that would interfere with the exercise of independent judgment” in carrying out the responsibilities of a
director, the Board determined that all directors other than Mr. LaVoy met this criteria as well.

With respect to SEC rules related to Audit Committee independence, the Board determined each member of the
Committee qualified as independent for Committee service. In particular, the Board considered the marketing services
provided to the Company by a company of which Mr. McCormick is a minority owner. As the services involved
solely marketing services and not financial advisory services, accounting services, legal services, investment banking
services or consulting services, and were for a deliverable work product, the Board determined that Mr. McCormick
met the relevant standards for service on the Audit Committee.

The Company did not consider any other relationship or transaction between itself and these independent directors not
already disclosed in this Report in making this independence determination.

Director and Officer Indemnification

Our Articles of Incorporation provide to directors and officers indemnification to the full extent provided by law, and
provide that, to the extent permitted by Minnesota law, a director will not be personally liable for monetary damages
to us or our shareholders for breach of his or her fiduciary duty as a director, except for liability for certain actions that
may not be limited under Minnesota law. In addition, the Company has entered into indemnification agreements with
each of its directors and executive officers, pursuant to which the Company has agreed to indemnify such individuals
for any claims made against such individuals based on any act, omission or breach of duty committed while acting as
director or officer, except under certain circumstances such as cases involving dishonesty or improper personal
benefit. The Company also maintains an insurance policy under which its directors and officers are insured against
certain liabilities which might arise out of their relationship with the Company as directors and officers. 

PROPOSAL 1 – ELECTION OF DIRECTORS

Vote Required for Election

The four persons receiving the highest number of affirmative votes will be elected as directors of the Company. Votes
against a nominee or withheld from voting (whether by abstention, broker non-votes or otherwise) will have no legal
effect on the vote.
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PROPOSAL 2 – RATIFICATION OF RE-APPOINTMENT OF THE INDEPENDENT

REGISTERED PUBLIC ACCOUNTING FIRM 

The Audit Committee has re-appointed the firm of DeCoria, Maichel & Teague, P.S. to serve as our independent
registered public accounting firm for the fiscal year ending June 30, 2017, and has directed that such re-appointment
be submitted to our shareholders for ratification at the Annual Meeting. Our organizational documents do not require
that our shareholders ratify the selection of our independent registered public accounting firm. If our shareholders do
not ratify the selection, the Audit Committee will reconsider whether to retain DeCoria, Maichel & Teague, P.S., but
still may retain it nonetheless. Even if the selection is ratified, the Audit Committee, in its discretion, may change the
appointment at any time during the year if it determines that such a change would be in our best interests.
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Audit and Non-Audit Fees

The Company paid or accrued the following fees in each of the prior three fiscal years to its principal accountant,
DeCoria, Maichel & Teague, P.S.:

For the Year Ended June 30,
2016 2015 2014

1.   Audit fees $87,597 $76,566 $63,471
2.   Audit-related fees - - -
3.   Tax fees 11,622 11,988 9,000
4.   All other fees 9,958 - -

Totals $109,177 $88,554 $72,471

Audit fees include fees for the audit of our annual financial statements, reviews of our quarterly financial statements,
and related consents for documents filed with the SEC, as well as, in fiscal 2014, 2015 and 2016, the fees for the audit
of our internal control over financial reporting. Tax fees include fees for the preparation of our federal and state
income tax returns. All other fees are from consulting costs created by the review of documents related to equity
offerings.

As part of its responsibility for oversight of the independent registered public accountants, the Audit Committee has
established a pre-approval policy for engaging audit and permitted non-audit services provided by our independent
registered public accountants, DeCoria, Maichel & Teague, P.S. In accordance with this policy, each type of audit,
audit-related, tax and other permitted service to be provided by the independent auditors is specifically described and
each such service, together with a fee level or budgeted amount for such service, is pre-approved by the Audit
Committee. The Audit Committee has delegated authority to its Chairman to pre-approve additional non-audit
services (provided such services are not prohibited by applicable law) up to a pre-established aggregate dollar limit.
All services pre-approved by the Chairman of the Audit Committee must be presented at the next Audit Committee
meeting for review and ratification. All of the services provided by DeCoria, Maichel & Teague, P.S. described above
were approved by our Audit Committee.

The Company's principal accountant, DeCoria, Maichel & Teague, P.S., did not engage any other persons or firms
other than the principal accountant's full-time, permanent employees.

Vote Required
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The affirmative vote of a majority of shares present in person or represented by proxy at the Annual Meeting and
entitled to vote on this Proposal 2 is required to approve Proposal 2.

Any abstentions with respect to this Proposal 2 will count as votes AGAINST this Proposal 2. Any broker non-votes
with respect to this Proposal 2 will not count as shares entitled to vote on this proposal and therefore will be
disregarded for purposes of determining the outcome of the vote on this Proposal 2.

The Board unanimously recommends that the shareholders vote “FOR” Proposal 2 to ratify the re-appointment
of DeCoria, Maichel & Teague, P.S. as the independent registered public accounting firm of the Company.
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PROPOSAL 3 – ADVISORY (NON-BINDING) VOTE TO APPROVE EXECUTIVE COMPENSATION

Section 14A of the Securities Exchange Act, pursuant to the Dodd-Frank Wall Street Reform and Consumer
Protection Act, or the Dodd-Frank Act, requires us to hold an advisory vote, commonly known as a "say-on-pay"
proposal, to approve the compensation of our named executive officers (NEOs), as disclosed in this proxy statement in
accordance with the rules of the SEC, not less frequently than once every three years. As described in further detail in
this proxy statement, we design our NEO compensation programs to attract, motivate and retain the key executives
who drive our success and help us maintain a strong position in our industry. We are committed to industry standards
for the region in which we operate for base pay, bonuses, and equity awarded to our NEOs based on our performance.
In addition, we design our NEO compensation to encourage long-term commitment by our NEOs to IsoRay.

Please read the "Executive Compensation" section of this proxy statement, beginning on page 13. That section of the
proxy statement, which includes our NEO compensation tables and related narrative discussion, provides historical
details on our compensation programs and policies for our NEOs. The NEOs in the summary compensation table are
Thomas LaVoy, Brien Ragle, William Cavanagh III, Michael Krachon and Dwight Babcock who retired from the
Company on January 7, 2016. The compensation paid to the Company's NEOs is intended to align their interests with
their long term interests of the Company's shareholders and is based on a pay-for-performance philosophy. It is
straightforward, consisting principally of salary, which must be competitive to retain the skills and experience of
excellent employees, bonuses, and equity compensation to encourage long term commitment and team performance.
Not all elements of our compensation package may be provided every year, depending on the performance of the
Company and the executive officer.

We are requesting shareholder approval of the compensation of our executive officers as disclosed in this proxy
statement. This proposal, commonly known as a “say-on-pay” proposal, it gives our shareholders the opportunity to
express their views on our executive officers' compensation. The vote is not intended to address any specific item of
compensation, but rather the overall compensation of our executive officers and the philosophy, policies and practices
described in this proxy statement.

The Company is providing you the opportunity, as a shareholder, to endorse or not endorse our executive pay program
and policies through the following resolution:

“RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed pursuant to the
compensation disclosure rules of the Securities and Exchange Commission, including the tabular disclosure regarding
named executive officer compensation (together with the accompanying narrative disclosure) in this Proxy Statement,
is hereby approved.“
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As provided in the Exchange Act, the vote is not binding on the Board and may not be construed as overruling a
decision by the Board, nor creating or implying any additional fiduciary duty by the Board, nor be construed to restrict
or limit the ability of shareholders to make proposals for inclusion in proxy materials related to executive
compensation.

The Board believes that the Company's compensation policies and procedures are strongly aligned with the long-term
interests of our shareholders. Because your vote is advisory, it will not be binding upon the Board. However, the
Compensation Committee will take into account the outcome of the vote when considering future executive
compensation arrangements.
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Vote Required

The affirmative vote of a majority of shares present in person or represented by proxy at the Annual Meeting and
entitled to vote on this Proposal 3 is required to approve Proposal 3.

Any abstentions with respect to this Proposal 3 will count as votes AGAINST this Proposal 3. Any broker non-votes
with respect to this Proposal 3 will not count as shares entitled to vote on this proposal and therefore will be
disregarded for purposes of determining the outcome of the vote on this Proposal 3.

The Board unanimously recommends a vote “FOR“ approval of the compensation paid to the Company’s named
executive officers as disclosed pursuant to the compensation disclosure rules of the Securities and Exchange
Commission, including the tabular disclosure regarding named executive officer compensation (together with
the accompanying narrative disclosure) in this proxy statement.

OTHER INFORMATION

Other Business

It is not anticipated that there will be any business presented at the Annual Meeting other than the matters set forth in
the Notice of Annual Meeting attached hereto. As of the date of this proxy statement, we were not aware of any other
matters to be acted on at the Annual Meeting. If any other business should properly come before the Annual Meeting
or any adjournment thereof, the persons named on the enclosed proxy will have discretionary authority to vote such
proxy in accordance with their best judgment.

Shareholder Communications with the Board

To contact members of the Board, individually or collectively, on any subject, please address that communication to:

Krista Cline, Corporate Secretary
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IsoRay, Inc.

350 Hills St., Suite 106

Richland, WA 99354

The mailing envelope for your communication should contain a clear notation that the enclosed letter is a
“shareholder-board communication” or “shareholder-director communication.” You must include your name and address
in the written communication and indicate whether you are a shareholder of the Company. We screen mail addressed
to the Board, its Committees or any specified individual director for security purposes and to ensure that the mail
relates to discrete business matters that are relevant to our Company. Mail that satisfies these screening criteria is
required to be forwarded to the appropriate director or directors. The Corporate Secretary will acknowledge the receipt
of the communication; inform the shareholder concerning the distribution of that communication; and when any action
(if requested) would be reviewed by the Board and/or the relevant functional committee. The Corporate Secretary will
notify the shareholder of any action taken by the Board in reference to the shareholder’s request.
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Board Attendance at Annual Meeting

While the Company does not have a formal policy regarding attendance by members of the Board at the Company’s
annual meetings of shareholders, it has encouraged its directors to attend this Annual Meeting and expects to continue
this informal policy. Shareholders are encouraged to interact with the directors at that time. All directors attended the
last annual meeting of the Company’s shareholders.

Expenses of Solicitation

The Company will bear the entire cost of this solicitation of proxies, including the preparation, assembly, printing and
mailing of the Notice Regarding the Availability of Proxy Materials, this Proxy Statement, the proxy and any
additional solicitation material that the Company may provide to shareholders. Proxies will be solicited by mail and
may also be solicited by directors, officers and other employees of the Company, without additional remuneration, in
person or by telephone or facsimile transmission.

The Company will also request brokerage firms, banks, nominees, custodians and fiduciaries to forward solicitation
materials to the beneficial owners of shares of common and Series B preferred stock as of the record date and will
reimburse such persons for the cost of forwarding the solicitation materials in accordance with customary practice.
Your cooperation in promptly voting your shares and submitting your proxy by telephone, the Internet or by
completing and returning the proxy card if you receive one by mail will help to avoid additional expense. Proxies and
ballots will be received and tabulated by Broadridge and the Company’s Corporate Secretary, Krista Cline, will serve
as the inspector of elections for the Annual Meeting.

Adjournment of the Annual Meeting

In the event there are an insufficient number of shares of our common and Series B preferred stock present in person
or by proxy at the Annual Meeting to constitute a quorum, the Board will request approval to adjourn the Annual
Meeting to a later date. The place and date to which the Annual Meeting would be adjourned would be announced at
the Annual Meeting.

Shareholder Proposals and Director Nominations
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In order to be eligible for inclusion in the Company’s proxy materials for the Fiscal 2018 Annual Meeting of
Shareholders, any shareholder proposal to take action at such annual meeting must generally be received at the
Company’s executive offices at 350 Hills St., Suite 106, Richland, Washington 99354 no later than July 7, 2017 in
order to be considered timely under SEC rules and the advance notice provisions of the Company’s Bylaws. Any such
proposal shall be subject to the requirements of the proxy rules adopted under the Exchange Act.

The notice with respect to business proposals to be brought before the annual meeting must state the shareholder’s
name, address and the number of shares of common stock held, and briefly discuss the business to be brought before
the annual meeting, the reasons for conducting such business at the annual meeting and any interest of the shareholder
in the proposal.
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Shareholders wishing to submit recommendations for director candidates must provide the following information in
writing to the attention of the Secretary of the Company by certified or registered mail:

•
The name, address, and biography of the candidate, including such person’s written consent to being named in the
proxy statement as a nominee and to serving as a director, if elected, and certain information regarding the
shareholder giving such notice;

•The name, address, and phone number of the shareholder or group of shareholders making the recommendation; and

•With respect to common stock beneficially owned by the shareholder or group of shareholders making the
recommendation, and to the extent any shareholder is not a registered holder, proof of the number of shares held.

To be considered by the Board for the Fiscal 2018 Annual Meeting of Shareholders and to be eligible for inclusion in
the Company’s proxy materials for that meeting, a director candidate nomination must be received by the Secretary by
September 15, 2017 in order to be considered timely under SEC rules and the advance notice provisions of the
Company’s Bylaws.

However, if the date of the Fiscal 2018 Annual Meeting is a date that is not within 30 days before or after the
anniversary date of the Fiscal 2018 Annual Meeting, notice by the shareholder of a proposal must be received no later
than ninety days before the date of the Fiscal 2018 Annual Meeting, or, if later, by the close of business on the
10th calendar day after the first public announcement of the date of such annual meeting. A public announcement
includes disclosure in (1) a document filed by the Company with the SEC, (2) a mailed notice of the Fiscal 2018
Annual Meeting, and (3) a press release reported by a national news service. Unless otherwise provided in the
Company’s bylaws, a shareholder who wishes to put forth a proposal at the Fiscal 2018 Annual Meeting of
Shareholders without including the proposal in the Company’s proxy statement must notify the Company of such
proposal by September 15, 2017. If a shareholder fails to give notice by this date, the proxy solicited by the Company
for use in connection with the Fiscal 2018 Annual Meeting will confer discretionary authority on the persons named
as proxies to vote in their discretion on such proposal without any discussion in the proxy statement of either the
proposal or how the proxies intend to exercise their voting discretion.

HOUSEHOLDING

Unless contrary instructions are received, we may send a single copy of the Annual Report, Proxy Statement and
Notice of Annual Meeting to any household at which two or more shareholders reside if we believe the shareholders
are members of the same family. Each shareholder in the household will continue to receive a separate proxy card.
This process is known as “householding” and helps reduce the volume of duplicate information received at a single
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household, which reduces costs and expenses borne by us.

If you would like to receive a separate set of our annual disclosure documents this year or in future years, follow the
instructions described below and we will deliver promptly a separate set. Similarly, if you share an address with
another shareholder and the two of you would like to receive only a single set of our annual disclosure documents,
follow the instructions below:

1. If your shares are registered in your own name, please contact our transfer agent by writing to them at
Computershare Trust Company, 350 Indiana Street, Golden, Colorado 80401 (Attn: IsoRay, Inc. Representative) or
calling (303) 262-0600.

2. If a bank, broker or other nominee holds your shares, please contact your bank, broker or other nominee directly.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The Company has elected to incorporate by reference certain information into this Proxy Statement. By incorporating
by reference, the Company can disclose important information to you by referring you to another document it has filed
separately with the SEC and delivered to you with this Proxy Statement. The information incorporated by reference is
deemed to be a part of this Proxy Statement. However, any statement contained in a document incorporated by
reference into this Proxy Statement will be deemed to be modified or superseded for purposes of this Proxy Statement
to the extent a statement contained in this Proxy Statement modifies or supersedes the statement. Any statement so
modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of this Proxy
Statement.

This Proxy Statement incorporates by reference the information set forth under the following captions in the
Company’s annual report on Form 10-K for the fiscal year ended June 30, 2016 – (i) Item 6 – Selected Financial Data,
(ii) Item 7 – Management’s Discussion and Analysis of Financial Condition and Results of Operations, (iii) Item 7A –
Quantitative and Qualitative Disclosures About Market Risk, (iv) Item 8 – Financial Statements and Supplementary
Data, and (v) Item 9 – Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

The Company’s June 30, 2016 Annual Report on Form 10-K is enclosed with this Proxy Statement, and is also
available over the Internet or by written request as described below.

The Company will furnish to shareholders without charge a copy of its Form 10-K for the fiscal year ended
June 30, 2016, as filed with the Securities and Exchange Commission, upon receipt of a written request
addressed to IsoRay, Inc., 350 Hills St., Suite 106, Richland, WA 99354, Attn: Corporate Secretary. Reports,
proxy statements and other information filed by the Company are also available on the internet at the SEC’s World
Wide Web site at http://www.sec.gov.

MISCELLANEOUS

The Board knows of no other matters to be presented at the Annual Meeting. If any other business properly comes
before the Annual Meeting or any adjournment thereof, the proxies will vote on that business in accordance with their
best judgment.
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By Order of the Board of Directors,

Krista Cline
Secretary
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Appendix A

Audit Committee Charter

Purpose

The purpose of the Audit Committee (the “Committee”) shall be as follows:

1.To oversee the accounting and financial reporting processes of the Company and audits of the financial statementsof the Company.

2.To provide assistance to the Board of Directors with respect to its oversight of the following:

►The integrity of the Company’s financial statements.

► The Company’s compliance with legal and regulatory requirements.

► The independent auditor’s qualifications and independence.

►The performance of the Company’s internal audit function, if any, and independent auditor.

3.To prepare the report that SEC rules require be included in the Company’s annual proxy statement.

Composition

The Committee shall consist of at least three members of the Board of Directors, all of whom must be determined by
the Board of Directors to be “independent” pursuant to Rule 10A-3 under the Securities Exchange Act of 1934 adopted
pursuant to the Sarbanes-Oxley Act and shall satisfy any other regulatory requirements.
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No member of the Committee shall receive directly or indirectly any consulting, advisory, or other compensatory fees
from the Company other than (1) director’s fees for service as a director of the Company, including reasonable
compensation for serving on Board committees and regular benefits that other directors receive; and (2) a pension or
similar compensation for past performance, provided that such compensation is not conditioned on continued or future
service to the Company. In addition, no member of the Committee may be an affiliate of the Company or any
subsidiary of the Company whether by being an officer or owning more than 10 percent of the Company’s voting
securities.

Qualifications

All members of the Committee shall be able to read and understand fundamental financial statements (including a
company’s balance sheet, income statement, and cash flow statement) and at least one member must either have past
employment experience in finance or accounting, requisite professional certification in accounting, or any other
comparable experience or background, which results in the individual’s financial sophistication, including being or
having been a chief executive officer, chief financial officer, or other senior officer with financial oversight
responsibilities or be an “audit committee financial expert” as defined by the SEC. Committee members may enhance
their familiarity with finance and accounting by participating in educational programs conducted by the Company or
by an outside organization.
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No member of the Committee may have participated in the preparation of the financial statements of the Company at
any time during the past three years.

Appointment and Removal

The members of the Committee shall be appointed by the Board of Directors. A member shall serve until such
member’s successor is duly elected and qualified or until such member’s earlier resignation or removal. The members
of the Committee may be removed, with or without cause, by a majority vote of the Board of Directors.

Chairman

Unless a Chairman is elected by the full Board of Directors, the members of the Committee shall designate a
Chairman by the majority vote of the full Committee membership. The Chairman will chair all regular sessions of the
Committee and set the agendas for Committee meetings.

Delegation to Subcommittees

In fulfilling its responsibilities, the Committee shall be entitled to delegate any or all of its responsibilities to a
subcommittee of the Committee.

Meetings

The Committee shall meet as frequently as circumstances dictate, but at least on a quarterly basis. The Chairman of
the Committee or a majority of the members of the Committee may call meetings of the Committee. Any one or more
of the members of the Committee may participate in a meeting of the Committee by means of conference call or
similar communication device by means of which all persons participating in the meeting can hear each other.

All non-management directors who are not members of the Committee may attend meetings of the Committee, but
may not vote. In addition, the Committee may invite to its meetings any director, member of management of the
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Company, and such other persons as it deems appropriate in order to carry out its responsibilities. The Committee may
also exclude from its meetings any persons it deems appropriate.

As part of its goal to foster open communication, the Committee shall periodically meet separately with each of
management, the director of the internal auditing department, if any, and the independent auditor to discuss any
matters that the Committee or any of these groups believe would be appropriate to discuss privately. In addition, the
Committee should meet with the independent auditor and management periodically to review the Company’s financial
statements in a manner consistent with that outlined in this Charter.

Duties and Responsibilities

The Committee shall carry out the duties and responsibilities set forth below. These functions should serve as a guide
with the understanding that the Committee may determine to carry out additional functions and adopt additional
policies and procedures as may be appropriate in light of changing business, legislative, regulatory, legal, or other
conditions. The Committee shall also carry out any other duties and responsibilities delegated to it by the Board of
Directors from time to time related to the purposes of the Committee outlined in this Charter. The Committee may
perform any functions it deems appropriate under applicable law, rules, or regulations, the Company’s by-laws, and the
resolutions or other directives of the Board, including review of any certification required to be reviewed in
accordance with applicable law or regulations of the SEC.
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In discharging its oversight role, the Committee is empowered to study or investigate any matter of interest or concern
that the Committee deems appropriate. In this regard and as it otherwise deems appropriate, the Committee shall have
the authority, without seeking Board approval, to engage and obtain advice and assistance from outside legal and other
advisors as it deems necessary to carry out its duties. The Committee also shall have the authority to receive
appropriate funding, as determined by the Committee, in its capacity as a committee of the Board of Directors, from
the Company for the payment of compensation to any accounting firm engaged for the purpose of preparing or issuing
an audit report or performing other audit, review, or attest services for the Company; to compensate any outside legal
or other advisors engaged by the Committee; and to pay the ordinary administrative expenses of the Committee that
are necessary or appropriate in carrying out its duties.

The Committee shall be given full access to the Company’s internal audit group, if any, Board of Directors, corporate
executives, and independent auditor as necessary to carry out these responsibilities. While acting within the scope of
its stated purpose, the Committee shall have all the authority of the Board of Directors, except as otherwise limited by
applicable law.

Notwithstanding the foregoing, the Committee is not responsible for certifying the Company's financial statements or
guaranteeing the independent auditor’s report. The fundamental responsibility for the Company's financial statements
and disclosures rests with management and the independent auditor. It also is the job of the Chief Executive Officer
and senior management, rather than that of the Committee, to assess and manage the Company's exposure to risk.

Documents/Reports Review

1.        Discuss with management and the independent auditor, prior to public dissemination, the Company's annual
audited financial statements and quarterly financial statements, including the Company's disclosures under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and discuss with the
independent auditors the matters required to be discussed by Statement of Auditing Standards No. 61.

2.        Discuss with management and the independent auditor, prior to the Company's filing of any quarterly or annual
report, (a) whether any significant deficiencies in the design or operation of internal control over financial reporting
exist that could adversely affect the Company's ability to record, process, summarize, and report financial data; (b) the
existence of any material weaknesses in the Company's internal control over financial reporting; and (c) the existence
of any fraud, whether or not material, that involves management or other employees who have a significant role in the
Company's internal control over financial reporting.
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3.        Discuss with management and the independent auditor the Company's earnings press releases (paying
particular attention to the use of any “pro forma” or “adjusted” non-GAAP information), as well as financial information
and earnings guidance provided to analysts and rating agencies.

4.        Discuss with management and the independent auditor the Company's major financial risk exposures, the
guidelines and policies by which risk assessment and management is undertaken, and the steps management has taken
to monitor and control risk exposure.
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Independent Auditors

5.        Appoint, retain, compensate, evaluate, and terminate any accounting firm engaged by the Company for the
purpose of preparing or issuing an audit report or performing other audit, review, or attest services for the Company
and, in its sole authority, approve all audit engagement fees and terms as well as all non-audit engagements with the
accounting firm.

6.        Oversee the work of any accounting firm engaged by the Company for the purpose of preparing or issuing an
audit report or performing other audit, review, or attest services for the Company, including the resolution of any
disagreements between management and the independent auditor regarding financial reporting.

7.        Pre-approve, or adopt procedures to pre-approve, all audit, audit related, tax, and other services permitted by
law or applicable SEC regulations (including fee and cost ranges) to be performed by the independent auditor. Any
pre-approved services that will involve fees or costs exceeding pre-approved levels will also require specific
pre-approval by the Committee. Unless otherwise specified by the Committee in pre-approving a service, the
pre-approval will be effective for the 12-month period following pre-approval. The Committee will not approve any
non-audit services prohibited by applicable SEC regulations or any services in connection with a transaction initially
recommended by the independent auditor, the purpose of which may be tax avoidance and the tax treatment of which
may not be supported by the Internal Revenue Code and related regulations.

8.        To the extent it deems it appropriate, delegate pre-approval authority to the Chairman of the Committee or any
one or more other members of the Committee provided that any member of the Committee who has exercised such
delegation must report any such pre-approval decisions to the Committee at its next scheduled meeting. The
Committee will not delegate the pre-approval of services to be performed by the independent auditor to management.

9.        Require that the independent auditor, in conjunction with the Chief Financial Officer, be responsible for
seeking pre-approval for providing services to the Company and that any request for pre-approval must inform the
Committee about each service to be provided and must provide detail as to the particular service to be provided.

10.        Inform each accounting firm engaged for the purpose of preparing or issuing an audit report or to perform
audit, review, or attest services for the Company that such firm shall report directly to the Committee.
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11.        Review, at least annually, the qualifications, performance, and independence of the independent auditor. In
conducting its review and evaluation, the Committee should do the following:

►

At least annually obtain and review a report by the Company's independent auditor describing (i) the auditing firm’s
internal quality-control procedures; (ii) any material issues raised by the most recent internal quality-control review,
or peer review, of the auditing firm, or by any inquiry or investigation by governmental or professional authorities,
within the preceding five years, respecting one or more independent audits carried out by the auditing firm, and any
steps taken to deal with any such issues; and (iii) all relationships between the independent auditor and the Company.

►Ensure the receipt from the independent auditor of a formal written statement delineating all relationships between theauditor and the Company, consistent with Independence Standards Board Standard No. 1.
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►Actively engage in a dialogue with the independent auditor with respect to any disclosed relationships or services thatmay impact the objectivity and independence of the auditor.

►Take, or recommend that the full Board of Directors take, appropriate action to oversee the independence of theindependent auditor.

►Ensure the rotation of the lead audit (or coordinating) partner at least every five years, and consider whether thereshould be regular rotation of the audit firm itself.

►
Confirm with the independent auditor that the lead (or coordinating) audit partner, the concurring (or reviewing)
partner, and each other active audit engagement team partner satisfies the rotation requirements of Rule 2-01(c)(6) of
Regulation S-X.

►Take into account the opinions of management and the Company’s internal auditor (or other personnel responsible forthe internal audit function), if any.

Financial Reporting Process

12.        In consultation with the independent auditor, management, and the internal auditor, if any, review the integrity
of the Company's financial reporting processes, both internal and external. In that connection, the Committee should
obtain and discuss with management and the independent auditor reports from management and the independent
auditor regarding (a) all critical accounting policies and practices to be used by the Company and the related
disclosure of those critical accounting policies under “Management's Discussion and Analysis of Financial Condition
and Results of Operations”; (b) analyses prepared by management and/or the independent auditor setting forth
significant financial reporting issues and judgments made in connection with the preparation of the financial
statements, including all alternative treatments of financial information within generally accepted accounting
principles that have been discussed with the Company’s management, the ramifications of the use of the alternative
disclosures and treatments, and the treatment preferred by the independent auditor; (c) all alternative treatments of
financial statements within generally accepted accounting principals that have been discussed with the Company’s
management, the ramifications of the use of alternative disclosures and treatments, and the treatment preferred by the
independent auditor; (d) major issues regarding accounting principles and financial statement presentations, including
any significant changes in the Company’s selection or application of accounting principles; (e) major issues as to the
adequacy of the Company’s internal controls and any specific audit steps adopted in light of material control
deficiencies; (f) issues with respect to the design and effectiveness of the Company's disclosure controls and
procedures, management's evaluation of those controls and procedures, and any issues relating to such controls and
procedures during the most recent reporting period; (g) the effect of regulatory and accounting initiatives, as well as
off-balance sheet structures on the financial statements of the Company; (h) any significant matters arising from any
audit, including audit problems and difficulties, whether raised by management, the internal auditor, if any, and the
independent auditor, relating to the Company’s financial statements; and (i) any other material written communications
between the independent auditor and the Company’s management.
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13.        Review periodically the effect of regulatory and accounting initiatives, as well as off-balance sheet structures,
on the financial statements of the Company.
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14.        Review with the independent auditor any audit problems or difficulties encountered and management's
response thereto. In this regard, the Committee will regularly review with the independent auditor (a) any audit
problems or other difficulties encountered by the auditor in the course of the audit work, including any restrictions on
the scope of the independent auditor’s activities or on access to requested information, and any significant
disagreements with management and (b) management’s responses to such matters. Without excluding other
possibilities, the Committee may review with the independent auditor (i) any accounting adjustments that were noted
or proposed by the auditor but were “passed” (as immaterial or otherwise), (ii) any communications between the audit
team and the audit firm’s national office respecting auditing or accounting issues presented by the engagement, and
(iii) any “management” or “internal control” letter issued, or proposed to be issued, by the independent auditor to the
Company.

15.        Obtain from the independent auditor assurance that the audit of the Company’s financial statements was
conducted in a manner consistent with Section 10A of the Securities Exchange Act of 1934, which sets forth
procedures to be followed in any audit of financial statements required under the Securities Exchange Act of 1934.

16.        Discuss the scope of the annual audit and review the form of the opinion the independent auditor proposes to
issue.

17.        Review and discuss with management and the independent auditor the responsibilities, budget, and staffing of
the Company’s internal audit function, if any.

Legal Compliance/General

18.        Review periodically, with the Company’s counsel, any legal matter that could have a significant impact on the
Company’s financial statements.

19.        Discuss with management and the independent auditor the Company’s guidelines and policies with respect to
risk assessment and risk management. The Committee will discuss the Company’s major financial risk exposures and
the steps management has taken to monitor and control such exposures.

20.        Set clear hiring policies for employees or former employees of the independent auditor. At a minimum, these
policies should provide that any accounting firm may not provide audit services to the Company if the Chief
Executive Officer, Chief Financial Officer, Chief Accounting Officer, Controller, or any person serving in an
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equivalent position for the Company was employed by the accounting firm and participated in any capacity in the
audit of the Company within one year of the initiation of the current audit.

21.        Establish procedures for (i) the receipt, retention, and treatment of complaints received by the Company
regarding accounting, internal accounting controls, or auditing matters; and (ii) the confidential, anonymous
submission by employees of the Company of concerns regarding questionable accounting or auditing matters.

22.        Unless assigned to a comparable committee or group of independent directors, review and approve all related
party transactions as specified in Item 404 of Regulation S-K or SB.

23.        Review and reassess the adequacy of this Charter on an annual basis.

24.       Conduct an annual performance evaluation of itself.

25.       Perform any other activities consistent with this Charter, the Company’s By-laws and governing law as the
Committee or the Board deems necessary or advisable.
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26.       Review and approve (i) any change or waiver in the Company’s code of business conduct and ethics for
directors and executive officers, and (ii) any disclosure made on Form 8-K regarding such change or waiver.

Reports

27.        Prepare all reports required to be included in the Company’s proxy statement pursuant to and in accordance
with applicable rules and regulations of the SEC.

28.        Report regularly to the full Board of Directors. In this regard, the Committee should review with the full
Board any issues that arise with respect to the quality or integrity of the Company’s financial statements, the
Company’s compliance with legal or regulatory requirements, the performance and independence of the Company’s
independent auditor, and the performance of the internal audit function, if any.

29.        The Committee shall provide such recommendations as the Committee may deem appropriate. The report to
the Board of Directors may take the form of an oral report by the Chairman or any other member of the Committee
designated by the Committee to make such report.

30.        Maintain minutes or other records of meetings and activities of the Committee.

Limitation of Audit Committee's Role

With respect to the foregoing responsibilities and processes, the Committee recognizes that the Company's financial
management, including the internal audit staff, if any, as well as the independent auditor have more time, knowledge,
and detailed information regarding the Company than do Committee members. Consequently, in discharging its
oversight responsibilities, the Committee will not provide or be deemed to provide any expertise or special assurance
as to the Company's financial statements or any professional certification as to the independent auditors' work.

While the Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the Committee
to plan or conduct audits or to determine that the Company's financial statements and disclosures are complete and
accurate and are in accordance with generally accepted accounting principles and applicable rules and regulations.
These are the responsibilities of management and the independent auditor. It also is not the duty of the Committee to
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conduct investigations or to assure compliance with laws and regulations and the Company's internal policies and
procedures.
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