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Diagnostic Developments, Inc. ("Diagnostic Developments", or “Company,”) was incorporated under the laws of the State of Nevada on March 4, 2003 for the purpose of developing, manufacturing, and marketing rapid medical diagnostics for point-of-care use by health care providers, institutions, and individuals.   Currently, the Company has rapid diagnostic tests for pregnancy, ovulation, HIV, drugs of abuse, tuberculosis, various sexually transmitted diseases and numerous other conditions.   The company has an FDA registered lab for research and manufacturing in Enid, Kansas which enables Diagnostic Developments to obtain government approvals required for these tests.  

 

This Memorandum has been prepared on a confidential basis solely for the benefit of selected qualified investors in connection with the private placement of up to 10,000,000 shares of Common Stock.  The minimum subscription is 25,000 shares for $25,000. (See, “Description of Securities” and “Plan of Distribution”) The Company may, in its sole discretion, accept subscriptions for less than the minimum subscription price or quantity.  The Company further reserves the right to reject any subscription by any investor.  This offering will terminate on December 31, 2003 unless extended, in the sole discretion of the Company, to a later date ("the Sales Termination Date”). There is also no required minimum number of Shares to be sold in the Offering. 

NO ESCROW ACCOUNT HAS BEEN ESTABLISHED AND INVESTORS’ FUNDS ARE TO BE PAID DIRECTLY TO THE COMPANY.  AT THE TIME OF ITS SUBSCRIPTION, AN INVESTOR WILL NOT BE ABLE TO ASCERTAIN HOW MANY SHARES WILL BE PURCHASED BY OTHER INVESTORS.



There is no public market for the Company’s Common Stock and it is not expected that such a market will develop in the foreseeable future for the resale of the securities offered hereby. Shares are offered only to persons who meet the suitability standards set forth in this Memorandum.



THIS OFFERING INVOLVES A HIGH DEGREE OF RISK AND SHOULD BE PURCHASED ONLY BY PERSONS WHO MEET THE INVESTOR SUITABILITY STANDARDS AND WHO CAN AFFORD THE RISK OF LOSS OF THEIR ENTIRE INVESTMENT.  (SEE "INVESTOR SUITABILITY STANDARDS" AND "RISK FACTORS.") THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR BY ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PRIVATE PLACEMENT MEMORANDUM.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.


Number of

Sale Units
No. of Shares
Price per Share
Price to

Investors
Placement  Agent  Discounts and Commissions
Proceeds to

Company

Per Sale Unit


1
25,000
$1.00
$      25,000
$     3,750
$       21,250

Total Maximum

Offering
400
10,000,000
$1.00
$ 10,000,000
$ 1,500,000
$ 8,500,000



The Company reserves the right to reject any subscription by any investor.  This offering will terminate on December 31, 2003 unless extended, in the sole discretion of the Company to a later date. ("Sales Termination Date"). 



The Shares are being offered subject to prior sale, allotment, acceptance, withdrawal, cancellation or modification of this offer.  Any modification to the offering will be made by means of an amendment to this Memorandum, which amendment will provide to each prospective investor a right to re-elect whether to purchase the Units.  The Company has reserved the right to withdraw or cancel this offering without notice and to reject any orders, in whole or in part, for the purchase of the Shares.



No person has been authorized to give any information or make any representation not contained in this Memorandum and the Exhibits hereto, and, if given or made, such representations must not be relied upon as having been authorized by the Company. No representation or warranty of any kind is intended or should be inferred with respect to the economic return, if any, which may accrue to investors herein.  Prospective investors are not to construe the contents of this memorandum as legal, tax or investment advice.  Each prospective investor should consult his own counsel, accountant and other advisors as to legal, tax and other related matters concerning investment in the Shares.  The delivery of this Memorandum does not create any implication that there has not been any change in our affairs or prospects since the date of this 

Memorandum.



This Memorandum does not constitute an offer to sell or solici​tation of an offer to buy any of the securities to any person in any jurisdiction or to any person in which or to whom such offer or solicitation is unlawful, or in any jurisdiction in which the person making the offer or solicitation is not qualified to do so.   



This Memorandum has been prepared and submitted in connection with the private placement of Shares of Common Stock of the Company and may not be reproduced or used for any other purpose.  Any distribution of this Memorandum, in whole or in part, or the divulgence of any of its contents, is unauthorized.



By accepting delivery of this Memorandum, each recipient agrees to return this Memorandum and all other documents to the Company if the recipient does not agree to purchase any of the Shares or the Company does not accept the subscription.
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I.

SUMMARY OF THE OFFERING



This summary highlights information contained elsewhere in this memorandum.  You should read the entire Memorandum carefully because this summary is qualified in its entirety by the more detailed information appearing elsewhere in this Memorandum.  All prospective investors should carefully review the entire contents of this Memorandum and the Exhibits attached hereto, individually and with their own tax, legal and business advisors.  This Memorandum contains forward-looking statements and information that involve risks and uncertainties.  Our actual results could differ materially from the results anticipated in these forward looking statements as a result of certain factors set forth under the caption “Risk Factors” elsewhere in this Memorandum.

The Company

Diagnostic Developments, Inc. (“Diagnostic Developments”, or the “Company,”) was incorporated under the laws of the State of Nevada on March 4, 2003. The address and telephone number of the Company's principal office is 6055 E. Wilshire Blvd., Suite 125, Los Angeles, California  90040.

The Business of 

the Company

Diagnostic Developments, Inc. currently has rapid diagnostic tests for pregnancy, ovulation, HIV, drugs of abuse, tuberculosis, various sexually transmitted diseases and numerous other conditions.   The company has an FDA registered lab for research and manufacturing in Enid, Kansas which enables Diagnostic Developments to obtain government approvals required for these tests.   Diagnostic Developments is currently able to sell its pregnancy, ovulation and drugs of abuse tests here in the United States and is selling those tests to a line of customers including doctors, clinics, 7 Elevens and other convenient stores.




Diagnostic Developments intends to market its products as directly as possible to the end user via sales staff and internet technology.  Retail displays have been setup at locations such as convenient stores and the tests have sold successfully in the stores in which they have been marketed.  Diagnostic Developments will continue to pursue placing its retail displays; strong emphasis will also be placed on international marketing.  The company recognizes the potential exportation of emerging economies and their inability to acquire affordable medical products under the current distribution arrangement.  Diagnostic Developments is currently working to establish packaging facilities in the Philippines and Bolivia in order to produce those products inexpensively and market them competitively in third world markets.  The management team has extensive experience in product development, sales and marketing in the medical industry.  The Company's long-term objective is to be the leader in rapid diagnostic testing.

The Offering

The Company is offering a maximum of 400 Sale Units at $25,000 per Sale Unit ($10,000,000), where a Sale Unit consists of 25,000 shares of Common Stock at $1.00 per share, to persons who meet suitability standards set forth in this Memorandum.  See, Investor Suitability Standards.  This Offering will not be sold on a Minimum/Maximum basis.  All sales will be to accredited   investors only.    There is also no required minimum number of Shares to be sold in the Offering.  NO ESCROW ACCOUNT HAS BEEN ESTABLISHED AND INVESTORS’ FUNDS ARE TO BE PAID DIRECTLY TO THE COMPANY. AT THE TIME OF SUBSCRIPTION, AN INVESTOR WILL NOT BE ABLE TO ASCERTAIN HOW MANY SHARES WILL BE PURCHASED BY OTHER INVESTORS.

This offering will terminate on December 31, 2002 unless extended, in the sole discretion of the Company to a later date. ("Sales Termination Date") 

Use of Proceeds

The proceeds from this offering, estimated to be a maximum of $10,000,000 if all 400 Sale Units are sold, will be used i) to develop and produce rapid medical diagnostics; ii) to fund certain operating costs; iii) to pay legal, accounting and printing fees associated with this offering; iv) to pay selling commissions and allowances in connection with this Offering; v) web site development; and, vi) for general working capital purposes. If only a minimum number of Sale Units are sold, the proceeds from this offering will only be sufficient to accomplish a limited scope of the above tasks unless additional funds are raised. See "RISK FACTORS," "SOURCE AND ESTIMATED USE OF PROCEEDS," and "THE BUSINESS OF THE COMPANY."

Risk Factors

Purchase of Shares by an investor is speculative, involves a high degree of risk, and is suitable only for accredited investors who have financial resources sufficient to enable them to maintain an investment, which has little or no liquidity.  There is no trading market for our Shares and no assurance that a trading market will develop.  Therefore, the Shares may not be readily transferable and may be subject to restrictions on transfer and are only suitable for those who are able to bear the risk of loss of their entire investment. See "INVESTOR SUITABILITY," and "RISK FACTORS."

Suitability

Standards

An investment in the securities offered by this Memorandum is suitable only for the sophisticated investor who has such business and financial experience that such investor is capable of evaluating the merits and risks of an investment in the Company and of protecting his/her/its interest in the transaction. See "INVESTOR SUITABILITY STANDARDS."

II.

BUSINESS OF THE COMPANY



A.
Introduction



Diagnostic Developments, Inc. develops, manufactures, and markets rapid medical diagnostics for point-of-care use by health care providers, institutions, and individuals.  For those with little familiarity of the term, rapid diagnostics is the testing of urine saliva or blood serum with a “marker” or dye, which will reveal the presence of infection or of a specific condition.  For example, urine has long been analyzed by traditional laboratories for glucose, albumin, ketones and bilirubins.  At present, with a strip test (a simple dip stick) these same compounds can be detected dramatically faster and far less expensive.


Already on the market are a wide range of FDA approved tests that are not 

commonly presented to the public but are nevertheless accurate, reliable, and above all simple to use.



Changes in the economics of medicine increasingly favor products that can be employed effectively and reliably at the point of care.  Each of the tests selected by Diagnostic Developments requires only a small sample of the patient’s blood, serum, urine or saliva and will yield an accurate result in 1-5 minutes.  Compare this to the several day turn around of the traditional laboratory.  These tests can be easily performed by any semi- skilled technician or preferably by the patient themselves in the comfort and privacy of their own home.  These tests are extremely rugged, require no refrigeration and most have a shelf life of at least 18 months.



Currently, the Company has rapid diagnostic tests for HIV, tuberculosis, hepatitis B, pregnancy, sexually transmitted diseases, common infections, drugs of abuse, tumors, and cardiac makers.  The company has already obtained FDA approval of it’s research and manufacturing facility in Enid, Kansas, which enables Diagnostic Developments to obtain government approvals required for these tests.


The Company has carefully researched the existing supply chain and believes only direct merchandizing can capture this market.  It might be remembered that this technology and its present supply system is already mature.  To capture a unique niche, a different model is required.  Our revolutionary approach is to circumvent the present distribution system.  Diagnostic Developments intends to use the mainstay of American retailing, the shopping mall, to offer over twenty-five rapid diagnostic tests directly to the end user by setting up mall-based kiosks or stands.  Simultaneously, the company will utilize television, radio, print ads, and the internet to direct sales to its outlets.  We do not propose to develop all tests but rather to private label certain tests and use our approved facilities to complete approvals on others.  


The basis of our marketing is intended to appeal to the most notable characteristic of the American consumer:  The need to know now.  Our response:  “If you need to know now, use a Diagnostic Developments.”  This will provide a clear indication of the need to see a qualified physician in order to address the problem.

We believe it is reasonable to think that when people are feeling sick and may not

have adequate medical coverage, alternatives will be considered.  Rather than seeking an appointment, which in itself may be inconvenient and expensively time consuming, a screening test is appropriate.  Instead of the $150-$350 costs for a visit, lab fees, and a follow-up visit, they will visit one of Diagnostic Developments’s booths in a local mall to purchase one of our “Quick-Tests”.  This $5 test would give a result in three to five minutes in the privacy of their own home, which then could be followed up with a referral to a licensed physician for proper treatment.  This is efficient, fast, and economical.

Can you imagine having a 3-5 minute Quick-Test for dangerous drug abuse that

could give the families of America the instant information that could save their child’s life.  One might ask, how powerful is a product that can give you advanced warning of a serious medical condition or save a life?? 



B.
Diagnostic Market and Competitive Strategy




1.
Industry Overview




The medical diagnostics market is large, exceeding $20 billion dollars annually on a worldwide basis.  For example, in 1997 sales of rapid in vitro tests (tests performed outside the body) totaled over $1 billion, and are projected to rise at 30% per annum through the year 2002.




The existing market includes over fifty tests ranging from pregnancy to urinary tract infections.  This technology has been established for several years with an increasing number of tests added every year.  Recently, heart attack markers and tumor detection tests have become available.  Such tests as Prostate Specific Antigen (PSA) and stomach ulcers (H. Pylori) have also become available.  




The diagnostics industry is undergoing a fundamental change in response to advances in technology and changing medical economics.  Traditionally, specialized personnel in dedicated labs have performed all but the most rudimentary diagnostic tests.  This paradigm is being supplanted wherever possible because it is expensive, slow, and inefficient.  The availability of rapid tests that can be performed at the point-of-care eliminates the need for additional personnel and specialized facilities and therefore reduces costs.  Rapid testing also eliminates the need for a second patient visit, which reduces costs and improves the quality of care.  Immediate results allow therapy to be initiated or discontinued immediately.  The use of rapid diagnostics wherever possible is simply good medicine.  The long-term trend away from the use of traditional diagnostic labs and towards point-of-care solutions will accelerate as more rapid tests are developed and as cost considerations continue to purge inefficiencies from the medical system.




Most significantly, the present distribution system is bottle-necked by the major retailer and major pharmaceutical companies who control the shelf space at local pharmacies.  Diagnostic Developments intends to break this log jam by marketing directly to the consumer.  This lucrative market has been heretofore jealously guarded by theses interested parties but our approach intends to circumvent the multi-level distribution channels and the increased product cost associated with the existing distribution system.




Diagnostic Developments will source, manufacture, custom label and market competitively priced rapid diagnostic tests.  The company will initially focus on direct consumer contacts.  The traditional medical economic model has rewarded companies in their efforts to offer expensive diagnostics dependent on specialized equipment, highly trained personnel and custom reagents.  This strategy was successful only as long as health care costs remained unrestrained and any alternatives were limited.  By providing effective, innovative, and high quality products at a reasonable price, Diagnostic Developments will be positioned to capture a substantial portion of this demand.  The general public has not heretofore been educated as to the reliability and accuracy of these simple tests and the company believes that this represents an incredible opportunity to garner a share of this one billion dollar market.  The universal need for these tests is obvious.




2.
The Process





In vitro diagnostic-testing is the process of analyzing constituents of blood, urine, stool, other body fluids or tissue for the presence of specific infectious diseases.  Immunodiagnostic-testing, which is the leading method of in vitro testing for infectious diseases, detects disease-causing antigens and associated antibodies.  When an infectious disease caused by pathogens – such as bacteria, viruses and fungi – and their related antigens are present, the body responds by producing an antibody.  The antibody binds specifically with the antigen in a “lock-and-key” fashion and initiates a biochemical reaction to attempt to neutralize and, ultimately, to eliminate the antigen.  The ability of an antibody to bind with a specific antigen provides the basis for immunodiagnostic-testing.





Immunodiagnostic-testing detects the presence of specific infectious diseases through “visualization”, such as color changes or the formation of visible aggregates, of the biochemical reactions caused by the antigen/antibody.  Most immunodiagnostic tests utilize one of two alternative methods to determine the presence of a specific disease in a patient specimen.  In one method, the test employs the antibody to detect directly the presence of an antigen.  Alternatively, certain tests employ the antigen to detect the presence of an antibody.





Diagnostic Developments has expertise in the development and manufacture of products based on multiple core diagnostic technologies, each of which enables the visualization and identification of antigen/antibody reactions to specific pathogens.  As a result, Diagnostic Developments is able to develop and manufacture diagnostic tests in a variety of formats that satisfy customer needs and preferences, whether in a hospital, commercial or reference lab, or alternate-site-location – such as physicians’ offices, outpatient clinics, nursing homes or HMOs.





Diagnostic Developments does not aspire to replace standard testing, our products are intended to be a screening process, subsequent visits to a physician are recommended and encouraged.  Using our attractively designed booths and supported by 20-30 second television spots, we will be able to alert the public to the availability of our Quick-Tests.   Much as hamburgers were purchased before McDonalds and paper copies were before Xerox, we hope to be the next conglomerate in diagnostical testing by branding the name Quick-Test.


3.
Product Line



The following is a list of current FDA approved tests by Diagnostic Developments:

A) Pregnancy

· Pregnancy Hcg

· Ovulation Lcf

· Menopause F.SH.

B)  Sexually Transmitted Diseases

· Syphilis

· Gonorrhea

· Chlamydia

C) Common Infections

· Urinary tract infection

· H. Pylori (Stomach ulcers)

· Hepatitis B

· Streptococcus A

· Streptococcus B

· Staphylococcus

· Rubella (measles)

D)  Drugs of abuse

· Amphetamine

· Methamphetamine

· Cocaine

· Barbiturates

· Opiates

· THC (Marijuana) 

E)  Tumors

· Prostate PSA

· Liver CSA

F) Cardiac Markers

· Troponins

Newly Developed Tests:

The company currently has working versions of HIV and TB tests.  However, these tests need additional clinical testing and do not yet have FDA approval.  


4.
General Information on Certain Medical Conditions Tested For

HIV (AIDS)





Acquired Immunodeficiency Syndrome (AIDS) was first recognized in 1981 among homosexual men in the United States. Human Immunodeficiency Virus (HIV), the virus that causes AIDS, was identified in 1983. It is estimated that at the end of 1996 more than 8.5 million AIDS cases had occurred since the start of the Diagnostic Developments AIDS epidemic.




HIV attacks and gradually destroys the body’s immune system. As the immune system weakens to the point where it is no longer effective at repelling the numerous germs to which we are exposed on a daily basis, opportunistic infections begin to occur. At that point the patient is classified as having “full blown AIDS” (AIDS). Until recently, 100% of AIDS patients were considered terminal. Now, those with access to the latest pharmaceutical innovations may experience remission indefinitely. The cost of such medications combined with the enormous number of infected individuals makes the widespread use of this therapy outside of the industrialized world unattainable, at least in the foreseeable future.





It is uncertain what percentage of individuals infected with HIV will ultimately develop AIDS. Estimates range from 25% to 100% with most experts favoring a number closer to the latter. Because of the long delay between infection and the ultimate development of AIDS, a more useful indication of current trends in the Diagnostic Developments epidemic is the number of new infections with HIV.




Diagnostic Developments believes that their HIV tests are as effective or more effective than any other rapid test on the market. The Company further believes that its product is ideally suited to capture a substantial portion of what should continue to be a rapidly expanding market. The availability of a whole blood test, saliva test, and serum/plasma test should distinguish the Company from other manufacturers.

TUBERCULOSIS





Tuberculosis (TB) is commonly believed to be a disease of the past. But in fact the worldwide incidence of TB is greater now than at any time in history. So great is concern regarding the worldwide magnitude of the TB epidemic that in April, 1993 the World Health Organization (WHO) declared Tuberculosis to be a “Diagnostic Developments Emergency” – the first and only such declaration of its kind in WHO history.




It is important to note that TB infection is quite different from TB disease. TB infection means that tuberculosis bacteria are present in the individual. Once infected, an individual is infected for life unless treated. These infected individuals may or may not develop TB disease (TB). TB infection does however predict future disease incidence because, of those with TB infection, approximately 10% (5-15%) will develop the disease. Only those with the disease ‘get sick’; and only those with the disease are contagious. An individual with untreated disease is estimated to infect, on average, 10-20 others per year. If left untreated, the individual with active TB experiences a slow, progressive, and painful illness characterized by destruction of numerous vital organs, especially the lungs, culminating in death.








WHO Tuberculosis Targets and Pol



“Low cost, rapid technology that is suitable under a variety of conditions in developing countries must be developed for diagnosing TB. Current diagnosis by sputum smear microscopy is time consuming and not always effective in diagnosing TB, especially in AIDS patients.”

WHO Report on the Tuberculosis Epidemic: 1997

HEPATITIS B




The term ‘hepatitis’ simply refers to inflammation of the liver. It has many causes, ranging from alcohol use to infection. Hepatitis B refers to the inflammatory disease caused by the hepatitis B virus. It is the most common chronic viral infection in the world, affecting an estimated 800 million people. Though prevalent globally, the highest rates of infection are in Asia and Africa.




Hepatitis B is primarily a bloodborne infection, although it can also be transmitted whenever any mucous membrane comes in contact with any body fluid. Therefore hepatitis B is also a sexually transmitted disease.





Many infected individuals are unaware of the disease. Others experience symptoms that mimic the flu, such as nausea, vomiting, and fever. Severe cases result in significant liver dysfunction with jaundice and, infrequently, death. Hepatitis B is usually a self-limiting illness. 90% recover completely within six months without medical intervention. These individuals can spread the disease during the period of acute infection, but once they have cleared the entire virus they are no longer contagious.




The remaining 10% of those infected are unable to clear the entire virus from their system. These people are referred to as “chronic carriers” because they are potentially contagious for the remainder of their lives. They also have a much higher probability of developing long-term liver disease. Approximately 25% of the chronic carriers develop either cirrhosis of the liver or liver cancer.




The short and long-term health consequences of Hepatitis B make it imperative that those acutely infected and chronic carriers are identified to prevent further transmission. This is accomplished through detection of hepatitis B surface antigen (HBsAg). This antigen is only present in those who are contagious: the acutely infected and the chronic carriers.




Diagnostic Developments’s rapid test for hepatitis B surface antigen (HBsAg) is an effective, inexpensive, and rapid means of determining infectivity. The test can be used for patient diagnosis, population screening, or in blood banking. Notably, as of January 1, 1998, the World Health Organization has recommended that all HBsAg tests used in blood banking have a sensitivity of 1 ng./ml. With a demonstrated sensitivity of up to 0.5 ng/ml, the DiagnosTech HBsAg rapid test is an appropriate and useful diagnostic for use in international markets.

Drugs of Abuse




It has been documented that 71 million people in the United States, from age 12 and older, have reported using drugs during their lifetimes.  The latest figures from the U.S. government reported worldwide consumption of drugs has reached a staggering cost of $500 billion U.S. dollars.  The Drugs of Abuse diagnostics market is estimated to exceed $250 million per year in the United States alone.




With the growing availability of drugs, intervention by parents takes on added significance in the fight against teenage drug use.  According to the National Center on Addiction and Substance Abuse (CASA) at Columbia University’s 1998 National Survey of Teens, Teachers and Parents, awareness of illegal drugs is rampant.  Two thirds of high school students and 40 percent of middle school students reported knowing a friend or classmate who has tried cocaine, heroin or LSD.  The same survey found that forty-five percent of high school students admit they could buy marijuana in one hour or less; twenty-six percent said they could buy cocaine, heroin or LSD within 24 hours.




Rapid diagnostic testing, which can be performed at home, allows parents to effectively address drug use issues in a private, familiar setting.  Use of such devices in the workplace allows employers to test employees in a quick and cost efficient manner.




The tests being designed by Diagnostic Developments Products screen urine samples for the most commonly abused drugs – marijuana, cocaine, amphetamine, opiates and methamphetimine – and provide easy-to-read results in 10 minutes or less.  Test results are “negative” (none of the target drugs were detected in the sample) or “positive” (the rapid device reacted with a substance in the urine).  



C.
Marketing Strategy

1. Sales and Marketing


Diagnostic Developments must continually focus on sales and marketing.  The

Products listed above are complete.  However, as the medical marketplace is highly regulated, both domestically and internationally, obtaining the approvals necessary is part of and prerequisite to selling.  The Company has already obtained FDA approval of its research and manufacturing facility in Enid, Kansas.  This approval allows Diagnostic Developments Products to obtain governmental approvals required for these tests.




The Company has carefully researched the existing supply chain and believes only a direct merchandizing can capture this market.  It might be remembered that this technology and its present supply system is already mature.  To capture a unique niche, a different model is required.  Our revolutionary approach is to circumvent the present distribution system.  Diagnostic Developments intends to use the mainstay of American retailing, the shopping mall, to offer over twenty-five rapid diagnostic tests directly to the end user by setting up mall-based kiosks or stands.  Simultaneously, the company will utilize television, radio, print ads, and the internet to direct sales to its outlets.  We do not propose to develop all tests but rather to private label certain tests and use our approved facilities to complete approvals on others.  




The basis of our marketing is intended to appeal to the most notable characteristic of the American consumer:  The need to know now.  Our response:  “If you need to know now, use a Quick- Test.”  This will provide a clear indication of the need to see a qualified physician in order to address the problem.




It is anticipated that the first kiosk will be located in the Galleria Mall in Glendale, Nevada.  This mall has 66,000 visitors every day.  If only 10% stop and look and only 1 in every 20 buy, this translates into 375 sales per day.  This first kiosk will demonstrate the feasibility of this market approach and will further assist the company in defining the best products to market.  




Regardless of product quality or market size, the ultimate value of any company is determined by its ability to generate sales and net income.  Diagnostic Developments is committed to maximizing shareholder value through financial performance. 




2.
E-Commerce and Internet Strategies




Diagnostic Developments Products intends to market its rapid diagnostic tests internationally through use of e-commerce and Internet technologies.  The Internet has emerged as a Diagnostic Developments medium, enabling millions of people to share information, communicate and conduct business electronically.  According to International Data Corporation (IDC), the worldwide Web users will grow from 100 million in 1998 to approximately 320 million by the end of 2002.  In addition, Forester Research estimates that the electronic commerce market will increase from $8 billion in 1997 to $327 billion by 2002




By utilizing direct sales through internet access, any hospital, pharmacy, pharmaceutical supplier, or foreign municipalities can simply “log on” to Diagnostic Developments’s web site, order the necessary medical devices on-line, and shipment will be made directly from the manufacturing facility.  The multi-level mark-ups are eliminated and an affordable price is achieved.  Diagnostic Developments Medical is unaware of any medical supply manufacturer, which currently markets under such price efficient methods.  

III.

SOURCE AND ESTIMATED USE OF PROCEEDS



The proceeds available to the Company from the sale of Shares offered in this Memorandum are estimated to be a minimum of approximately $10,000,000.  The following table summarizes the source of funds and the estimated use of proceeds from this offering, assuming the number of Shares offered hereby are sold. THE FINAL USE OF PROCEEDS WILL BE DETERMINED IN THE SOLE DISCRETION OF THE COMPANY AND MAY DIFFER FROM THIS ESTIMATE.

TABLE OF USE OF PROCEEDS:

SOURCE OF PROCEEDS
Maximum Offering $10,000,000 (A)

Sale Units
              400

No. of Shares @ $1.00
   10,000,000

TOTAL PROCEEDS
 $10,000,000

   USE OF PROCEEDS  
Maximum Offering

Manufacturing
$  1,500,000

Organization and Offering Expenses
$       50,000

Investment Banking Services
$     950,000

Research & Development
$  1,000,000

Sales Commissions
$  1,500,000

Inventory
$  1,000,000

Working Capital
$  1,200,000

Sales & Marketing Expenses
$  2,550,000

Development of Web Site
$     250,000

TOTAL PROCEEDS
$ 10,000,000




(A)
This offering will not be sold on a Minimum/Maximum basis.  All sales will be to accredited investors. There is also no required minimum number of Shares to be sold in the Offering.  NO ESCROW ACCOUNT HAS BEEN ESTABLISHED AND INVESTORS' FUNDS ARE TO BE PAID DIRECTLY TO THE COMPANY.  AT THE TIME OF SUBSCRIPTION, AN ACCREDITED INVESTOR WILL NOT BE ABLE TO ASCERTAIN HOW MANY SHARES WILL BE PURCHASED BY OTHER INVESTORS.  This offering will terminate on December 31, 2003 unless extended, in the sole discretion of the Company to a later date.

IV.

DIVIDEND POLICY



The Company has never paid cash dividends on its Common Stock.  The Company currently intends to retain earnings to finance the growth and development of its business and does not anticipate paying cash dividends on its Common Stock in the foreseeable future.  Any payment of cash dividends in the future will depend upon the financial condition, capital requirements and earnings of the Company, limitations on dividend payments under applicable state law requiring the maintenance of specified levels of capital and surplus and such other factors as the Board of Directors may deem relevant.

V.

INVESTOR SUITABILITY STANDARDS



This offering is made in reliance upon an exemption from registration under of the Securities Act of 1933, as amended (the "Securities Act"), and certain state securities law exemptions for offers and sales of securities that do not involve a public offering. These Shares are only being offered to Accredited Investors as defined in Regulation D of the Rules and Regulations promulgated under the Securities Act.  Each investor will be required to represent that the Shares are being acquired for the investor's own account, and not for the account of others, for investment purposes only and not with a view to the sale or distribution thereof in whole or in part.  The speculative nature of the Company's business, together with the lack of liquidity of the Shares, makes the purchase of Shares suitable only for investors who have adequate financial means and who can afford the total loss of their investment.  Accordingly, investors will be required to make certain representations as to their net worth, income and ability to bear the loss of their investment.



The suitability standards discussed below represent minimum suitability standards for prospective investors.  Prospective investors are encouraged to consult their own investment or tax advisors, accountants, legal counsel or other advisers to determine whether an investment in the Shares is appropriate. (See "Risk Factors.")



B.
Other Factors



Each person acquiring the Shares must represent, by executing the Subscription Agreement, that he is acquiring the Shares for his own account for investment, without any intention to resell, distribute, transfer or dispose of the same, and that he satisfies the suitability requirements set forth above.  In addition, a prospective investor will be required to provide such evidence as may be deemed necessary to substantiate the accuracy of the repre​sentations made by that investor.



Each investor will be given an opportunity to ask questions of, and receive written answers from, the Company, its officers, directors and/or agents concerning the terms and conditions of this offering, and to obtain any additional written information (to the extent that the Company possesses such information or can acquire it without unreasonable effort or expense) necessary to verify the accuracy of the information contained in this Offering Memorandum.  In this connection, the officers, directors and/or agents will be available to provide answers to questions of potential investors.  Any prospective investor having any questions whatsoever regarding this offering, or desiring any additional information or documents to verify or supplement the information contained in this offering Memorandum should contact the Company.



Each prospective investor should seek the advice of his attorney, tax consultant and business advisor with respect to the legal, tax and business aspects of this investment prior to subscrib​ing for these securities.

THE PRIVATE PLACEMENT MEMORANDUM SHALL NOT CONSTITUTE AN OFFER TO SELL TO, OR A SOLICITATION OF AN OFFER TO BUY FROM, ANY PERSON WHO DOES NOT MEET THE SUITABILITY STANDARDS SET FORTH HEREIN AND IN THE SUBSCRIPTION AGREEMENT.

VI.

THE PRIVATE PLACEMENT



A.
The Shares



The Company's authorized capital stock consists of 25,000,000 shares of Common Stock, no par value.   As of the date of this Memorandum, there are 5,000,000 shares of Common Stock outstanding.  10,000,000 shares at $1.00 per share ($10,000,000) are being offered, with a minimum purchase of 25,000 shares or $25,000.  The purchase price for the Shares will be payable in full upon subscription.



The holders of outstanding shares of Common Stock are entitled to receive dividends out of assets legally available therefore at such time and in such amounts as the Board of Directors may determine in its sole and absolute discretion.  Each stockholder is entitled to one vote for each share of Common Stock held: there is no cumulative voting.  The Common Stock is not entitled to preemptive rights and is not subject to redemption.  In the event of liquidation, dissolution or winding-up of the Company,  the holders of the Common Stock shall be entitled to receive pro rata all of the remaining assets of the Company available for distribution to its stockholders.  All outstanding shares of Common Stock are, and the shares of Common Stock to be issued pursuant to this Offering will be, fully paid and non-assessable.



B.
Suitability Standards



Subscriptions will be accepted only from those persons who qualify as “accredited" investors under Regulation D, promulgated by the Securities and Exchange Commission (the "Commission") and as "qualified" or accredited investors under certain states' securities laws (which laws may be more stringent than Regulation D). 



C.
Subscription Period and Escrow Arrangements



This offering will terminate on December 31, 2003 unless extended, in the sole discretion of the Company to a later date ("the Sales Termination Date").  This Offering is for the private placement of 400 Sale Units with each Sale Unit consisting of 25,000 shares of Common Stock at $1.00 per share. The minimum subscription is 1 Sale Unit or 25,000 shares of Common Stock for $25,000. (See, “Description of Securities” and “Plan of Distribution”) The Company may, in its sole discretion, accept subscriptions for less than a whole Sale Unit.



There is also no required minimum number of Shares to be sold in the Offering. NO ESCROW ACCOUNT HAS BEEN ESTABLISHED AND INVESTORS’ FUNDS ARE TO BE PAID DIRECTLY TO THE COMPANY.  AT THE TIME OF ITS SUBSCRIPTION, AN INVESTOR WILL NOT BE ABLE TO ASCERTAIN HOW MANY SHARES WILL BE PURCHASED BY OTHER INVESTORS.



D.
Subscription Procedure



Persons intending to subscribe for Shares should send the following items to the Company:



1.
A check in the amount of $25,000 or a multiple portion thereof if more than 1 Sale Unit is being purchased payable to Diagnostic Developments, Inc.

2. A completed and executed Subscription Agreement; 



3.
If required, a completed and acknowledged Purchaser Representative Disclosure Statement and Acknowledgment of the Investor.



The aforementioned items should be delivered to the Company at the following address:

Diagnostic Developments, Inc.

6055 E. Wilshire Blvd., Suite 125

Los Angeles, CA  90040



E.
Plan of Distribution



The offering of the Shares will be made by the Company through its officers and directors on a "best efforts" basis.  The Company may pay selling commissions, in an amount not to exceed 15% of the total subscriptions, when and as corresponding subscription installments are received by the Company. Broker/Dealers participating in the offering may be indemnified against certain civil liabilities, including liabilities arising under the Securities Act of 1933, as amended. Additionally, the Company may, in its sole discretion pay finders a finder’s fee, inclusive in any commission paid.   See, "The Private Placement."  The total of finder’s fees and commissions paid will not exceed 15% of the total subscriptions.



F.
Determination of the Offering Price for the Shares



The purchase price of the Shares offered hereby was determined primarily by the capital needs of the Company and bears no relationship to any established criteria of value or earnings per Share, or any combination thereof.  Further, the price of the Shares is not based on past or projected future earnings of the Company, nor will it necessarily reflect market value of the assets of the Company.  No valuation or appraisal has been prepared of the Company's potential business. 



G.
Limitations on Transferability of the Shares



There is no trading market for our Shares and no assurance that a trading market will develop.  Therefore, the Shares may not be readily transferable.   Consequently, holders of the Shares may not be able to liquidate their investment in the event of emergency.  Also, the Shares may not be readily accepted as collateral for loans.

VII.

CAPITALIZATION



The Company's authorized capital consists of 25,000,000 shares of Common Stock, of which 8,000,000 shares are issued and outstanding.

VIII.

MANAGEMENT



A.
Directors and Executive Officers



The Biographies of the Officers and Directors are as follows:

NAME
AGE
POSITION

John Tesson

Director, Chief Executive Officer



Director and Vice President



Chief Financial Officer



Director and Vice President of Operations

Jack Weisman
40
Director and Secretary

Dr. Gerald Weisman

Director

Ryan Holmes

Director



JOHN TESSON



Mr.  Tesson currently serves as a director and CEO of Diagnostic Developments.  He is the founder and CEO of Tesson Consulting and has served as a director of more than fifty companies. He has a Ph.D. in Marketing from Stanford University and has an established track record of  assisting small companies to rapidly increase their revenues. He has over thirty years of consulting experience.


JACK WEISMAN


Mr. Weisman currently serves as a director and Secretary of Diagnostic Developments, Inc. Prior to joining the Company, from 1990 to 2003, Mr. Weisman was a founder and partner of the law firm of Weisman and Smith.  He specializes in the practice of business transactional law and litigation.  Mr. Weisman has previously participated in the formation and development of several successful ventures including United Staffing Solutions, Bixel Financial, La Jolla Diagnostics and Diagnostek.  He has worked with securities offerings for numerous companies both privately and publicly held, and has worked with numerous medical device companies.  



DR. GERALD WEISMAN






Dr. Gerald Weisman BS., MS., PHD., DMD., has worked in Clinical diagnostics teaching in Medical Universities at the professional level and has conducted original scientific research for more than 40 years.  He began working in diagnosing the T.B. organism in Hospital Clinical laboratories in the late sixties where he directed the clinical labs including the Microbiology labs at two major hospitals.  He maintains that interest and continues original research.  Dr. Weisman also has experience in treating his own patients.  He taught at the Medical College of Georgia and the Medical University of South Carolina before becoming a full time dental practitioner.  He will be overseeing our F.D.A. approved lab facility in Kansas.



C.
Shareholdings of Officer and Directors and Shareholders Owning 5% or More of the Company

NAME
NO. OF SHARES
% of Shares Outstanding Before Offering
% of Shares Outstanding After Offering

Jack Weisman, Jr.
1,000,000
20.00%
6.67%

Gerald Weisman
1,000,000
20.00%
6.67%

George Wilcox
1,000,000
20.00%
6.67%

Gregory Smith
1,000,000
20.00%
6.67%

Martin Simon
   500,000
10.00%
3.33%

Maddy Pinero
   500,000
10.00%
3.33%

John Tesson
   361,600








IX.

CONFLICTS OF INTEREST



The Company is subject to various conflicts of interest arising out of its relationship to the Officers and Directors and affiliates thereof.  The Officers and Directors have fiduciary obligations to the shareholders, which in general require the Officers and Directors to consider the best interests of the Shareholders in managing the Property and the affairs of the Company.  The Officers and Directors intend to exercise their best business judgment and discretion in resolving any such conflicts, which may arise. 



Potential conflicts include, but are not limited to, the following:



A.
Competition by the Company with Other Entities for Time and Services of the Officers and Directors



It is contemplated that the officers, directors and affiliates may engage in other business activities, investment or ventures, or with others and will devote such time as may be necessary to conduct the business of the Company.  The Officers and Directors and affiliates of the Company may have conflicts of interest in allocating time, services and functions among the Company and other present and future entities which the Officers and Directors and Affiliates may organize or be affiliated with, as well as other business ventures in which they are or may be involved.  The Officers and Directors, and each of their Affiliates, may engage for their own account, or for the accounts of others, in other business ventures, product development or otherwise, and the Company shall not be entitled to any interest therein.  



B.  
Legal Representation.

Counsel to the Company and to the Officers and Directors and certain of its Affiliates are generally the same, and it is anticipated that such multiple representation will continue in the future.  If a conflict of interest should arise, appropriate consideration will be given to the extent to which the interests of the Company may diverge from those of the Officers and Directors, and, if necessary, separate counsel will be obtained for the officers and directors. 



C.
Transactions with the Officers, Directors and Affiliates



The officers, directors and their affiliates will receive substantial fees from the Company regardless of the profitability of the Company. Such fees are not the result of arms length negotiations and do not represent fees which would be arrived at were the parties independent.  The Company, its officers, directors and affiliates may provide additional services for the Company from time-to-time, but compensation for such services will not exceed compensation, which would be paid to unaffiliated parties for comparable services.  In addition, the Company may enter into other arrangements with the Officer, Directors, and its affiliates or with other persons or entities related to the Officers, Directors or affiliates through prior or contemporaneous dealings, provided that such other arrangements are made on terms which are competitive with those which could be obtained from unrelated third parties doing similar work in the same area.

X.

REPORTS



Each Shareholder or such Shareholder's duly authorized representatives will have access to the books of account and records of the Company at the Company's principal place of business upon reasonable notice and for a proper purpose at all reasonable times during business hours.

   

The Company will endeavor to regularly report on the activities of the Company and will provide an accounting of the Company's activities at the time of dissolution or winding up of the Company.

XI.

LEGAL PROCEEDINGS



As of the date of this offering, there are no legal proceedings pending.

APPENDIX A

FINANCIAL PROJECTIONS

Year
2002
2003
2004

Sales
$ 1,767,000.00
$ 20,500,000.00
$ 124,200,000.00

COGS – (20%)
$    353,400.00
$   4,100,000.00
$   24,840,000.00

     Gross Profit
$ 1,413,600.00
$ 16,400,000.00
$   99,366,000.00

Operating Expenses

Year
2002
2003
2004

R & D
$   88,350.00
$ 1,025,000.00
$   6,210,000.00

Web Development
$   44,175.00
$    52,750.00
$   77,150.00

Marketing
$ 176,700.00
$ 2,050,000.00
$ 12,420,000.00

Selling / Admin.
$ 256,050.00
$ 3,075,000.00
$ 18,630,000.00

     Total Expenses
$ 565,275.00
$ 6,202,750.00
$ 37,337,150.00

Totals

Year
2002
2003
2004

Net Profit
$ 848,325.00
$ 10,197,250.00
$ 62,028,850

Earnings Per Share

Year
2002
2003
2004

20,000,000
$ 0.0424
$ 0.509
$ 3.10

P.E. RATIO
10
10
10

Price Per Share
$ .424
$ 5.09
$ 31.00

APPENDIX B

RISK FACTORS


This offering involves a high degree of risk.  In addition to the other information set forth in this offering memorandum, the following risk factors should be considered carefully in evaluating the company and its business before purchasing any of the shares of common stock of the company.  This offering memorandum contains certain forward-looking statements that involve risks and uncertainties, such as statements of the company’s plans, objectives, expectations, and intentions.  When used in this offering memorandum, the words “expects.” “anticipates,” “intends,” plans” and similar expressions are intended to identify certain of these forward- looking statements.  The cautionary statements made in this offering memorandum should be read as being applicable to all related forward- looking statements wherever they appear in this offering memorandum.  The company’s actual results could differ materially from those discussed in this offering memorandum. Factors that could cause or contribute to such differences include those discussed below, as well as those discussed elsewhere in this offering memorandum.

Technological Changes


The introduction of new or enhanced technologies or designs by competitors could render the Company’s products less marketable.  The ability of the Company to compete successfully will depend to a large degree on it’s ability to innovate and respond to changes and advances in it’s industry.  There can be no assurance that the Company will be able over the long term to keep pace with the demands of the marketplace.  

Risks of Technical Problems or Product Defects


There is no assurance, despite testing and quality assurance efforts that may be performed by the Company and/or it’s a industry partners, that technical problems or product defects will not be found, resulting in a loss of or delay in market acceptance and sales, diversion of development resources, injury to the Company’s reputation or increased service and support costs, any of which could have a material adverse effect on the Company’s business.  Moreover, there is no assurance that the Company will not experience difficulties that could delay or prevent the development and introduction of it’s products and services, that new or enhanced products and services will meet the market acceptance, or that advancements by competitors will not erode the Company’s position or render the Company’s products and services obsolete.

Determination of the Share Price


The purchase price of the Shares that we are offering was determined primarily by the capital needs of the Company and bears no relationship to any established criteria of value or earnings per share, or any combination thereof.  Further, the price of the Shares is not based on past or projected future earnings of the Company.  No valuation or appraisal has been prepared of the Company’s potential business.

Limited Transferability of Shares


There is no trading market for our Shares and no assurance that a trading market will develop.  Thereof, the Shares may not be readily transferable.  Consequently, holders of the Shares may not be able to liquidate their investment in the event of emergency.  Also, the Shares may not be readily accepted as collateral for loans.  

Best Efforts Offering


This offering is being made on a “best efforts” basis.  No commitment exists by anyone to purchase all or any part of the Shares being offered hereby.  The officers and directors agree to use their best efforts t offer the Shares to the public and may rely on NASD and state registered Broker/Dealers to sell this offering on a “best offering” basis.  This is contrasted to a “firm commitment” offering in which an underwriter purchases the issuer’s securities offered for their own account, at a discount from the public offering price, and thereafter resells them to the public.  (See “Plan of Distribution”).  

There are no Commitments to Purchase any of the Shares.


No entity, including any broker, dealer, officer, or director has any obligation to purchase any of the Shares.  Consequently, we cannot give you any assurance that any or all of the Shares will be sold.  (See “Plan of Distribution”).

Additional Funds


The Company believes that, after consummation of the transactions embodied in this Memorandum, it will have sufficient working capital through lines of credit and internally generated cash flow to finance it’s activities.  No assurance can be given that such funds will be sufficient to meet its capital needs in the future and that the Company will not be required to seek additional funding.  There can be no assurance that such financing will be available on attractive terms, or that such financing would not result in a substantial dilution of the shareholders’ interests.

Disallowance of State and/or Federal Exemption from Registration or Qualification


These Shares are being offered in reliance on an exemption from registration pursuant to Sections 4(2) and 4(6) of the Securities Act and an exemption from qualification pursuant to state securities laws, specifically, Nevada Corporations Code, Section 2510 (f) for sales in Nevada.  There can be no assurance given that the exemption for the Shares offered herein will not be disallowed by state securities regulators and/or the United States Securities and Exchange Commission.  There can be no assurance given that such state and/or federal regulators will deem this offering to be integrated with any previous or subsequent offering requiring registration of these Shares.  Should the exemption from registration and/or qualification be disallowed, the Company may be required to offer recession to all purchasers of Shares and cause the Shares offered herein and those previously offered and sold tot be registered and qualified.  Purchasers of the Shares will Experience Immediate and Substantial Dilution in the Net Tangible Book Value of the Common Stock. 


Purchasers of Shares in this Offering may have paid a higher price for their respective interests in the Company than did all of the earlier purchasers of shares of Common Stock and the Shares will accordingly have a lower net tangible book value than the purchase price immediately upon completion of this offering.  

Investment by Qualified Plans


In view of the special problems that must be considered in determining whether a qualified plan should become a shareholder in the Company, a qualified plan should consult with it’s tax or plan advisor before purchasing the Shares.  A plan should also consider whether its participation in the Company as a shareholder satisfies the fiduciary obligations under the Employee Retirement Income Security Act of 1974 as amended (“ERISA”).

We are a Development Stage Company


We are a development stage company and we have no operating history.  As of the date of this Memorandum, we have only commenced limited operations and generated minimal revenue.  Accordingly, we have little operating history on which to base an evaluation of our business and prospects.  Our business and prospects must be considered in light of the risks, expenses, and difficulties frequently encountered by companies in their early stage of development.  

Business and Technological Changes


There is no guarantee that the Company will be successful or profitable or that there will be revenues significant to pay dividends.  The likelihood of the success for the Company must be considered in light of the problems, expenses, difficulties, complications, and delays frequently encountered in connection with new or expanding business ventures.  In addition, the industry in which the Company will participate is a developing industry and subject to rapid business and technological changes.  The business, technology, and marketing changes that could occur may have a material adverse impact on the business possibilities of the Company.  The Company cannot predict that such changes will occur or the effect, if any, such changes, may have on its operations and ultimate success.

Conflict of Interest


The Company is subject to various potential and actual conflicts of interest arising out of its relationship with its officer/shareholders and/or affiliates of the Company; transactions with affiliates of the Company and/or such persons and entities; the payment of substantial sums from the proceeds of this offering to such affiliates; and, competition for the times and services of the Officers, Directors, agents, employees, and affiliates with other projects or business that they might run.

Dependence on Key Personnel


The Company’s performance is substantially dependent on the continued services and on the performance of its senior management and other key personnel.  The Company’s performance also depends on the Company’s ability to retain and motivate its other officers and key employees.  The loss of the services of any of its executive officers or other key employees could have a material adverse effect on the company’s business, results of operations, and financial condition.  The Company does not have long-term employment agreements with any of its key personnel and maintains no “key person” life insurance policies.  The Company’s future success also depends on its ability to identify, attract, hire, train, retain, and motivate other highly skilled technical, managerial, marketing and customer service personnel.  Competition for such personnel is intense, and there can be no assurance that the Company will be able to successfully attract, or retain sufficiently qualified personnel.  The failure to retain and attract the necessary personnel could have a material adverse effect on the Company’s business, results of operations and financial condition.  

Nonpayment or lack of Dividends


The Company has never paid dividends on its Common Stock.  The payment of dividends in the future rests within the discretion of the Company’s Board of Directors and will depend on the existence of substantial earnings, the Company’s financial requirements and other factors.  There can be no assurance that the Company will ever be in the position to pay cash dividends.

Limited Full-Time Employees and Staff


Assuming successful completion of this Offering and the subsequent offering that will be necessary to fulfill our Business Plan, we intend to hire necessary sales and support staff and will hire, as and when needed, such management, sales, and support personnel, independent consultants, as it may deem necessary for the purposes of it’s business operations.  There can be no assurance that the Company will be able to recruit and hire required management, marketing and distribution personnel.  The Company’s business would be adversely affected if it were unable to retain required personnel.

Possible Loss of Entire Investment


Prospective investors should be aware that if the Company is not successful in its endeavors, their entire investment in the Company could become worthless.  Even if the Company is successful in its programs there can be no assurance that investors will derive a profit from their investment.

Financial Burden on Investors


The present shareholders of the Company acquired a controlling interest in the Company at a cost substantially less than which the investors in this Offering will pay for their shares.  However, almost all of the financial risk of the Company’s proposed activities will be borne by the investors who purchase Shares in this Offering and the subsequent offering necessary to fulfill the Company’s Business Plan, while management stands to realize benefits from significant stock ownership, the payment of a portion of the proceeds in salaries, and other compensation (See “Use of Proceeds” and “Conflicts of Interest”).

Discretion in Application of Proceeds


In order to accommodate changing circumstance, the Company’s management may reallocate the proceeds of this offering among the purposes specified in the section of this Memorandum captioned “USE OF PROCEEDS”.  In addition, a substantial portion of the proceeds of this offering will be applied to working capital of the Company.  Accordingly, the Company’s management will have broad discretion in the application of the proceeds of this offering.  (See “Use of Proceeds”) 

Dealings with the Company


The Company’s Principals currently hold all of the seats on the Company’s Board of Directors (the “Board”) and also control a majority of the Company’s common stock.  Consequently, they will be in a position to control their own compensation and to approve dealings, if any, by the Company with other entities with which Company’s Principals are also involved.  Although the Company’s Principals intend to act fairly and in full compliance with their fiduciary obligations, there can be no assurance that the Company will not, as a result of the conflict of interest described above, sometimes enter into arrangements under terms less beneficial to the Company than it could have obtained had it been dealing with unrelated persons.

Limitation of Liability of Officers and Directors


The officers and directors will have no liability for breach of fiduciary duty except for (i) any breach of the director’s duty of loyalty to the corporation or it’s shareholders; (ii) acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of the law; or (iii) any transactions from which the officer or director derived an improper personal benefit.

Unreliability of Projections


The offering memorandum may contain projected results of operation.  Projections are hypothetical and based upon present factors thought by the management to influence Company operations.  Projections do not and cannot take into account such factors as market fluctuations, unforeseeable events such as natural disasters, the terms and conditions of any possible financing and limitations import/export or other trade embargoes, currency fluctuations, or labor problems, both here and abroad.  While the management believes that the projections reflect the possible outcome of the operation and performances of the Company, results in the projections are not and cannot be guaranteed.

Uncontrollable Factors


The development and expansion of the Company’s business, within acceptable time and cost limitations, will be dependent upon a number of conditions and factors outside the control of the Company.  These conditions and factors include, but are not limited to, the availability and ability of the contractors and subcontractors to perform, the ability of manufacturers to supply the hardware and software in a timely fashion, the receptivity of the market, of the absence of disputes, delays or costs increases resulting from such factors as strikes, inflation, adverse weather, earthquakes, technical difficulties, and shortages in a material and labor, any of which conditions or factors could delay the commencement of operations or significantly increase costs above planned levels.

Limited Operating History; Expectations of Future Losses


The Company is a development stage company that was incorporated under the laws of the State of Nevada on October 23, 2000.  Accordingly, the Company has no operating history upon which an evaluation of its prospects can be made.


The Company’s prospects must be considered in light of the risks, uncertainties, expenses and difficulties frequently encountered by companies in their early stages of development, particularly companies in new and rapidly evolving markets such as the expanding medical manufacturing industry.  To address these risks and uncertainties, the Company must among other things, develop its brand, implement and execute its business and marketing strategy successfully, continue to develop and upgrade its technology, continue to enhance its marketing tot meet the needs of a changing market, provide superior customer service, respond to competitive developments and attract, integrate, retain, and motivate qualified personnel.  There can be no assurance that the Company will be successful in accomplishing all of these things, and the failure to do so could have a material adverse effect on the Company’s business, results of operations and financial condition.  The Company expects that it may incur net losses as it expands substantial resources on sales, marketing, and administration.  There can be no assurance that the Company will achieve or sustain profitability or positive cash flow from its operations.

Dependence on Continued Growth of Developing Online Business-to-Consumer and Business-to-Business E-Commerce Market


The market for the sale of goods on over the Internet, particularly through business-to-consumer and business-to-business trading, is a new and emerging market.  The Company’s future revenues and profits are, in part, dependent upon the widespread acceptance and use of the Internet and other online services as a medium for commerce by consumers.  Rapid growth in the use of and interest in the Web, the Internet and other online services is a recent phenomenon and there can be no assurance that this acceptance and use will continue to develop or that a sufficiently broad base of consumers will adopt, and continue to use, the Internet as a medium of commerce.  Demand and market acceptance for recently introduced services and products over the Internet are subject to a high level of uncertainty, and there exist few proven services and products.  Growth in the Company’s user base relies on obtaining consumers who have historically used traditional means of commerce to purchase goods.  For the Company to be successful, these consumers must accept and use novel ways of conducting business.  


In addition, the Internet may not be commercially viable in the long term for a number of reasons, including potentially inadequate development of the necessary network infrastructure or delayed development of the enabling technologies, performance improvements and security measures.  To the extent that the Internet continues to experience significant growth in the number of users, their frequency of use or their bandwidth requirements, there can be no assurance that the infrastructure for the Internet and other online services will be able to support the demands placed upon them.  In addition, the Internet or other online services could lose their viability due to delays in the development or adoption of new standards and protocols required to handle increased levels of Internet of other online service activity, or due to increased governmental regulation.  Changes in or insufficient availability of telecommunications services to support the Internet or other online services also could result in slower response times and adversely affect usage of the Internet and other online services generally.  If use of the Internet and other online services does not continue to grow or grows more slowly than expected, if the infrastructure for the Internet and other online services do not effectively support growth that may occur, or if the Internet and other online services do not become a viable commercial marketplace, the Company’s business, results of operations and financial condition would be materially adversely affected.  

Risks Associated with Management of Potential Growth


The Company’s growth is expected to place a significant strain on managerial, operational, financial, and information systems resources.  To accommodate its current size and manage growth, the Company must continue to implement and improve its operational, financial, and information systems, and expand, train, and manage its employee base.  Additionally, expansion of the Company’s information and network systems is required to accommodate its growth.  There can be no assurance that the Company will be able to effectively manage the expansion of its operations, or that the Company’s facilities, systems, procedures or controls will be adequate to support the Company’s operations.  The inability of the Company to manage effectively its future growth would have a material adverse effect on the company.  

Sales and Other Taxes


Depending on the Company’s presence in a state for sales tax purposes, the Company may not collect sales or other similar taxes in respect of goods sold.  However, one or more states may seek to impose sales tax collection obligations on out-of-state companies such as the Company which engage in or facilitate online commerce, and a number of proposals have been made at the state and local level that would impose additional taxes on the sale of goods and services through the Internet.  Such proposals, if adopted, could substantially impair the growth of electronic commerce, and could adversely affect the Company’s opportunity to derive financial benefit from such activities.  Moreover, a successful assertion by one or more states or any foreign country that the Company should collect sale or other taxes on the exchange of merchandise on its system could have a material adverse effect on the Company’s business, results of operations and financial condition if the Company’s competitors were not similarly affected.


Legislation limiting the ability of the states to impose taxes on Internet-based transactions has been proposed in the U.S. Congress.  There can be no assurance that this legislation will ultimately be enacted into law or that the final version of this legislation will not contain a limited time period in which such tax moratorium will apply.  In the event that the tax moratorium is imposed for a limited time period, there can be no assurance that the legislation will be renewed at the end of such period.  Failure to enact or renew this legislation could allow various states to impose taxes on Internet-based commerce and the imposition of such taxes could have a material adverse affect on the Company’s business, results of operations and financial condition.

Protection and Enforcement of Intellectual Property Rights


The Company regards the protection of its copyrights, patents, service marks, trademarks, trade dress, and trade secrets as critical to its future success and relies on a combination of copyright, trademark, service mark, and trade secret laws and contractual restrictions to establish and protect its proprietary rights in products and services.  The Company requires and has entered into confidentiality and invention assignment agreements with its employees and contractors, and nondisclosure agreements with parties with which it conducts business in order to limit access to and disclosure of its proprietary information.  There can be no assurance that these contractual arrangements or the other steps taken by the Company to protect its intellectual property will prove sufficient to prevent misappropriation of the Company’s technology or to deter independent third-party development of similar technologies.  The Company will pursue the registration of its patents, trademarks, and service marks in the U.S. and internationally.  Effective patent, trademark, service mark, copyright, and trade secret protection may not be available in every country in which the Company’s seeks to do business both directly and online.  As part of its distribution network, the Company may not be required to license its distributors to use the Company’s trademark or other intellectual property.  While the Company will attempt to ensure that the quality of the Company’s brand is maintained by such licensees, there can be no assurance that such licensees will not take actions that might materially adversely affect the value of the Company’s proprietary rights or reputation, which could have a material adverse effect on the Company’s business, results of operations and financial condition.  The Company also will rely on certain technologies that it will license from third parties, such as Oracle Corporation (”Oracle”), Microsoft and Sun Microsystems Inc, (“Sun”), the suppliers of key database technology, the operating system and specific hardware components necessary for the Company’s Web and E-Commerce activities.  There can be no assurance that these third-party technology licenses will continue to be available to the Company on commercially reasonable terms.  The loss of such technology could require the Company to obtain substitute technology of lower quality or performance standards or at greater cost, which could materially adversely affect the Company’s business results of operations and financial condition.


There can be no assurance that third parties will not claim infringement by the Company with respect to past, current or future technologies.  The Company expects that participants in its markets will be increasingly subject to infringement claims as the number of services and competitors in the Company’s industry segment grows.  Any such claim, whether meritorious or not, could be time- consuming, result in costly litigation, cause service upgrade delays or require the Company to enter into royalty or licensing agreements.  Such royalty or licensing agreements might not be available on terms acceptable to the Company or at all.  As a result, any such claim could have a material adverse effect upon the Company’s business, results of operations and financial condition.

Reliance of Single Source Suppliers


While the Company currently has contracts with more than one company to produce the Company’s products and/or the components associated with the Company’s products and will at all times endeavor to have more than one source for its products and/or components, the Company may, in the future, obtain certain of the components and subassemblies required for its products from a single source.  The disruption of termination of any single-source supplier could have a material adverse effect on the Company’s operations.  Certain of the components have lead times and changes in any suppliers could disrupt production schedules, either of which could materially adversely affect the Company’s business and results of operations.    

Product Liability


The manufacture and sale consumer goods entails an inherent risk of liability in the event of product failure or claim of harm caused by product operation.  The company will seek to obtain product liability insurance coverage ($1,000,000 per occurrence and in the aggregate), there can be no assurance that such coverage will remain available at a reasonable cost and in amounts sufficient to protect the Company, against claims or recalls that could have a material adverse effect on the financial condition and prospects of the Company.  

No Audited Financial Statements


Since the Company is in its Startup Phase, the Company does not have any financial statements, either internally prepared or audited.  Projected financial statements, if provided, have been compiled by the Company’s management based upon forecasts and estimates.  No assurance can be given that our actual future results will bear any relationship to such projected financial statements.

Forward-looking Statements


The statements contained in this Offering Memorandum that are not historical fact are “forward-looking statements” which can be identified by the use of forward-looking terminology such as “believes,” “expects,”  “may,”  “will,” “should,” or “anticipates,” or the negative thereof or other variations thereon or comparable terminology, or by discussions of strategy that involve risks and uncertainties.  Management cautions the reader that these forward-looking statements, including the discussions of the Company’s growth and operating strategies and expectations concerning market position, future operations, margins, revenue, profitability, liquidity, capital resources, and other matters contained in this Offering Memorandum regarding matters that are not historical facts, are only predictions.  No assurance can be given that the future results indicated, whether expressed or implied, will be achieved.  While sometimes presented wit numerical specificity, these forward-looking statements are based upon a variety of assumptions relating to the business of the Company, which, although considered reasonable by the Company, may not be realized.  Because of the number and range of the assumptions underlying the Company’s projections and forward-looking statements, many of which are subject to significant uncertainties and contingencies that are beyond the reasonable control of the Company, some of the assumptions inevitably will not materialize and unanticipated events and circumstances may occur subsequent to the date of this Offering Memorandum.  The forward-looking statements contained herein are based on current expectations, and the Company assumes no obligation to update this information.  Therefore, the actual experience of the Company, and results achieved during the period covered by any particular projections or forward-looking statements may differ substantially from those projected.  Consequently, the inclusion of projections and other forward-looking statements should not be regarded as a representation by the Company or any other person that these estimates and projections will be realized, and actual results may vary materially.  There can be no assurance that any of these expectations will be realized or that any of the forward-looking statements contained herein will prove to be accurate.  

FOR ALL OF THE AFORESAID REASONS, AND OTHER, INCLUDING THOSE SET FORTH HEREIN, THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK.  ANY PERSON CONSIDERING AN INVESTMENT IN THE SECURITIES OFFERED HEREBY SHOULD BE AWARE OF THESE AND OTHER FACTORS SET FORTH IN THIS OFFERING MOEMRANDUM.  THESE SECURITIES SHOULD ONLY BE PURCHASED BY PERSONS WHO CAN AFFORD A TOTAL LOSS OF THEIR INVESTMENT IN THE COMPANY AND HAVE NO IMMEDIATE NEED FOR A RETURN ON THEIR INVESTMENT.  THIS LIST OF RISK FACTORS MAY NOT BE COMPREHENSIVE.  EACH PROSPECTIVE INVESTOR IS CAUTIONED AND ADVISED TO MAKE HIS OWN INQUIRIES AND ANALYSES WITH RESPECT TO THE CURRENT AND FUTURE BUSINESS PLANS OF THE COMPANY.



