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November 12, 2018

Dear Shareholder:

You are cordially invited to attend the 2019 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 Company’s principal office, 350 Hills Street, Suite 106, Richland, Washington 99354 at 11:00 a.m.
local time on Tuesday, December 18, 2018.

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. This Notice of Annual Meeting, Proxy Statement and
accompanying proxy card are being distributed on or about November 12, 2018.

Detailed information concerning our activities and operating performance during the fiscal year ended June 30, 2018
is contained in our Annual Report to Shareholders on Form 10-K.

As we have done in the past, this year, in accordance with U.S. Securities and Exchange Commission (“SEC”) 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.

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
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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 change
your vote by voting personally on each matter brought before the meeting.

We look forward to seeing you at the Annual Meeting.
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If You Plan to Attend in Person:

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,

Lori A. Woods

Interim Chief Executive Officer

350 Hills Street, Suite 106
Richland, Washington 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 Tuesday, December 18, 2018.
PLACE Company’s principal office, 350 Hills Street, Suite 106, Richland, Washington 99354.

To elect four directors to hold office until the Fiscal 2020 Annual Meeting of

ITEMS OF BUSINESS 1. Shareholders.

To ratify the appointment of DeCoria, Maichel & Teague, P.S. as the independent
2. registered public accounting firm of the Company for the fiscal year ending June 30,
2019.

3. To approve the proposal to reincorporate the Company from Minnesota to Delaware.

To take action on any other business that may properly be considered at the Annual

4. Meeting or any adjournment thereof.
BOARD OF
DIRECTORS
RECOMMENDATION The Board of Directors recommends that you vote “FOR” Items 1, 2, and 3.
ADJOURNMENTS AND

Any action on the items of business described above may be considered at the Annual
POSTPONEMENTS 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.

You may vote at the Annual Meeting if you were a shareholder of record at the close of
business on October 24, 2018. If your shares are held in an account at a brokerage firm,

RECORD DATE 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.

INTERNET ACCESS

TO
Under rules adopted by the SEC, we are providing access to our 2019 Annual Meeting

PROXY MATERIALS materials, which include the accompanying Proxy Statement, over the Internet in lieu of
mailing printed copies. We will begin mailing, on or about November 12, 2018, a “Notice of
Internet Availability of Proxy Materials” (which is different than this Notice of Annual
Meeting of Shareholders) to our shareholders. The Notice of Internet Availability of Proxy
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Materials will contain instructions on how to access and review the 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 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
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
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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 12, 2018.
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ISORAY, INC.
350 Hills Street, Suite 106

Richland, Washington 99354

PROXY STATEMENT
Annual Meeting of Shareholders

December 18, 2018

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 Annual Meeting of Shareholders to be held on December 18, 2018 (the
“Annual Meeting”), and at any adjournment or postponement of the Annual Meeting. These proxy materials were first
sent on or about November 12, 2018 to shareholders entitled to vote at the Annual Meeting. This proxy is solicited
on behalf of the Board.

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 24, 2018 (the
“Record Date”) for the 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 to Shareholders on Form 10-K, 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, 67,331,147 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 shareholders 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). As of October
24,2018, there were 67,331,147 shares of Common Stock and 59,065 shares of Series B Preferred Stock outstanding.
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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 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 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 so 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?

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 Lori A. Woods and
Philip Vitale, and each of them individually, as your representatives at the meeting. Lori A. Woods and Philip Vitale
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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.

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 accordance 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, 2019. Please see “What is a broker non-vote?” below.
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What proposals will be voted on at the Annual Meeting?

Three proposals are scheduled to be voted on at the Annual Meeting. The first is the election of four directors to hold
office until the Fiscal 2020 Annual Meeting of Shareholders. The second is the ratification of the appointment by the
Audit Committee of DeCoria, Maichel & Teague, P.S. as the Company’s independent registered public accounting
firm for the fiscal year ending June 30, 2019. The third is to reincorporate the Company from Minnesota to Delaware.

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.

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 “legal 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 but not voting in person 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
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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’’?

A broker holding your shares in “street name” must vote those shares according to any specific instructions it receives
from you. In the absence of such instructions, your broker does not have discretion to vote your shares on any

proposal that is considered to be “non-discretionary,” and may, but is not required to, vote your shares on any
“discretionary” proposal. We believe that Proposal 2 is a discretionary proposal. If your broker does not vote your shares
at the Annual Meeting on a matter, it gives rise to what is called a “broker non-vote.”
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How are “broker non-votes” counted?

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. A broker non-vote will have no effect

on the outcome of Proposals 1 and 2 but will have the effect of a vote against Proposal 3.

In summary, if you do not vote your proxy, your brokerage firm or other nominee may either:

vote your shares on discretionary matters (Proposal 2) and cast a “broker non-vote” on non-discretionary matters
(Proposals 1 and 3); or

leave your shares unvoted altogether.

We encourage you to provide instructions to your brokerage firm or other nominee by voting your proxy. This action
ensures that your shares will be voted in accordance with your wishes at the Annual Meeting.

How many votes are required to approve the proposals?

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 ratify the re-appointment of our independent registered public accounting firm (Proposal 2) is
also governed by Minnesota law and is the affirmative vote of the greater of (i) a majority of the voting power of the
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shares present and entitled to vote on that item of business, or (ii) a majority of the voting power of the minimum
number of the shares entitled to vote that would constitute a quorum for the transaction of business at the meeting. 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 effect as voting against Proposal 2.
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Because your vote on Proposal 2 is advisory, it will not be binding on the Board or the Company. However, the Board
and the Audit Committee will consider the outcome of the advisory vote when making future decisions regarding the
selection of our independent registered public accounting firm.

The vote required to approve our reincorporation into Delaware (Proposal 3) is governed by Minnesota law and our
Certificate of Designation of Rights, Preferences and Privileges of Series A and B Convertible Preferred Stock and is
a majority of all shares of Common Stock and a majority of all shares of Series B Preferred Stock, in each case that is
entitled to vote, voting as two separate voting groups. The failure to vote any shares on Proposal 3, together with
abstentions and broker non-votes, will therefore count as votes against Proposal 3.

You may either vote “FOR”, “AGAINST” or “ABSTAIN” on Proposals 2 and 3, and “FOR” or “WITHHOLD” authority to vc
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.

What happens if the Annual Meeting is adjourned?

If the 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
shareholder 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 at any adjournment.

Who will serve as inspector of elections?

The Assistant Secretary of the Company, Jennifer Streeter, 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 2019 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
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Annual Meeting of Shareholders that accompanies this Proxy Statement. We will begin mailing the Notice to
shareholders on or about November 12, 2018.

Under rules adopted by the SEC, we are providing access to our Annual Meeting materials, which include this Proxy
Statement and Annual Report to Shareholders on Form 10-K, over the Internet in lieu of mailing printed copies. The
Notice will contain instructions on how to access and review the 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 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 Annual Meeting materials or future proxy solicitations. Your request to receive materials via
e-mail will remain in effect until you terminate it.
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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 Annual Meeting materials?

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

This Proxy Statement and Annual Report to Shareholders on Form 10-K 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 the next Annual Meeting of shareholders or
to nominate individuals to serve as directors?

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 Director Nominations” below.
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How many shares of Common and Series B Preferred Stock are held or controlled by the officers and
directors?

As of October 24, 2018, our directors and executive officers held or controlled approximately 191,705 shares of our
Common Stock, constituting approximately 0.28% of the outstanding Common Stock. As of October 24, 2018, our
directors and executive officers did not hold or control any shares of our Series B 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” each of the proposals.
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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 your Notice
Regarding the Availability of Proxy Materials.

By Telephone: Shareholders may vote by telephone by following the instructions included with your Notice
Regarding 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 previously
returned 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 legal 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.
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May shareholders ask questions at the Annual Meeting?

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.
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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 commencement
of the Annual Meeting on December 18, 2018;

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 its
procedure 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 2019 Annual Meeting: Lori A.
Woods, 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 2020 Annual Meeting of
Shareholders and until his or her 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 Lori A. Woods, Philip
J. Vitale, M.D., Michael W. McCormick, and Alan Hoffmann as directors for a one year term expiring at the
Fiscal 2020 Annual Meeting of Shareholders and until their successors have been duly elected and qualified.

Directors

Set forth below is certain information as of October 24, 2018 regarding our current directors that have been nominated
for re-election, including biographical information.

Ms. Woods took office on June 4, 2018, Dr. Vitale took office in January 2014, Mr. McCormick took office in June
2015, and Mr. Hoffmann took office in January 2016.

Name AgePosition Held Term
Lori A. Woods 56 Interim Chief Executive Officer, Director Annual
Philip J. Vitale 72 Director Annual
Michael W. McCormick 55 Chair, Director Annual
Alan Hoffmann 57 Director Annual
8
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Lori Woods — Ms. Woods brings more than 30 years of experience in the healthcare industry and is particularly
well-known and respected in the brachytherapy community. Ms. Woods returns to IsoRay after previously serving as
Vice President from 2006 to February 2008 at which time she was appointed Acting Chief Operating Officer before
her appointment to Chief Operating Officer in February 2009, a position she held until January 2010. Beginning in
February 2016, and continuing until her appointment as Interim CEO, Ms. Woods served as a senior consultant to
IsoRay. From February 16, 2016 to June 3, 2018, Ms. Woods was a founder and owner of Medvio, LLC, a medical
device consulting company focused on the urology and oncology space. During her time at Medvio she worked with
large public and international medical device companies, supporting the approval process and distribution of products
in diverse international markets. Further, she worked with various partners to develop proprietary technologies for the
colo-rectal and liver treatment markets. Previously from January 2002 to July 2006, Ms. Woods served as Chief
Executive Officer of Pro-Qura, Inc., a privately-owned cancer treatment management company focused on the quality
delivery of brachytherapy treatments for prostate cancer. She has also served as the Director of Business Development
for the Tumor Institute Radiation Oncology Group and the Seattle Prostate Institute (SPI) in Seattle, WA. SPI was an
early innovator in prostate brachytherapy treatments and assisted in the training of more than 2,000 physicians in the
use of prostate brachytherapy. Ms. Woods served as a board member of the Northwest division of the Juvenile
Diabetes Research Foundation, focusing on their digital awareness programs, including their website and SEO
strategy, and their public relations efforts. Ms. Woods earned a Bachelor of Science degree in Business
Administration — Marketing and Communications from Loma Linda University, CA. Ms. Woods brings to the Board
extensive experience and credibility in the brachytherapy industry and strong relationships with suppliers and
distributors of brachytherapy products.

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 Il 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.
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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 was appointed
chairman of the board effective as of June 4, 2018. He 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 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, U.S., 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 26 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 30 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 Controller.

Board Leadership Structure

The Board has the flexibility to decide when the positions of Chairman and CEO should be combined or separated and
whether an executive or an independent director should be Chairman. This approach is designed to allow the Board to
choose the leadership structure that will best serve the interests of our shareholders at any particular time. On June 4,
2018, the Board separated the positions of Chairman and CEO, and appointed Michael McCormick as Chairman of

the Board. The Board’s key duties include oversight of strategy, risk management, and legal and regulatory compliance
as well as CEO succession planning. In each of these areas, the Board determined that at this time having separate
roles of Chairman and CEO is the optimal Board leadership structure for the Company.

Risk Oversight
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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.

10
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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, 2018, the Board held 9 regularly scheduled and special meetings and took action
by written consent 3 times. The Board has an Audit Committee, a Compensation Committee, a Nominations and
Corporate Governance Committee, and a Special Litigation 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 was attached as Appendix A to the Proxy Statement for the
Annual Meeting held in December 2016. 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 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 American 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 American 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,

30



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

manner of exercise and other terms of the awards. The Committee’s charter authorizes the committee to retain an
independent consultant and in fiscal 2018, 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 American 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.

Special Litigation Committee. The Special Litigation Committee was established by the Board on September 17,
2017, and consists of Mr. McCormick and Mr. Hoffmann (Chairman), each of whom are “independent” directors within
the meaning of SEC rules and NYSE American listing standards.

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 —
WWWw.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, 2018.

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, 2018.

Board Audit CompensationNominationsLitigation

Lori A. Woods MemberN/A N/A N/A N/A
Philip Vitale, M.D. Member Member Chair Member N/A
Michael McCormick Chair Member Member Chair Member
Alan Hoffmann MemberChair Member Member Chair
Number of Meetings 14 4 2 2 2

Held and Consents
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Taken in Fiscal 2018

Executive Sessions

Pursuant to the listing standards of the NYSE American, the independent directors are required to meet at least
annually in executive sessions. During fiscal 2018, the Board held 1 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 American 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.

12
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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 4 times during the 2018 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 2018.

With respect to the fiscal year ended June 30, 2018, in addition to its other work, the Committee:

Reviewed and discussed with management the audited consolidated financial statements of the Company as of June
30, 2018 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

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.
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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,
2018 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.
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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.

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.

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
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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.

14
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Vote Required for Election

The vote required to approve Proposal 1 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 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.

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, 2019, and has directed that such re-appointment
be submitted to our shareholders for ratification at the Annual Meeting now that our fiscal 2018 year has ended. 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. Representatives from DeCoria, Maichel & Teague, P.S. are expected to be
present at the Annual Meeting. They will have the opportunity to make a statement if they desire to do so, and such
representatives are expected to be available to respond to appropriate questions.

Audit and Non-Audit Fees

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

For the Year Ended June 30,

2018 2017
Audit fees $73 $75
Audit-related fees - -
Tax fees $3 $10
All other fees - $15
Totals $76 $90
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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 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.
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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

The affirmative vote of the greater of (i) a majority of the voting power of the shares present and entitled to vote on
this Proposal 2, or (ii) a majority of the voting power of the minimum number of the shares entitled to vote on this
Proposal 2 that would constitute a quorum at the meeting is required to approve Proposal 2. As a result, abstentions
will be considered in determining whether a quorum is present and the number of votes required to obtain the
necessary majority vote, and therefore will have the same effect as voting against 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.

PROPOSAL 3 - APPROVAL OF REINCORPORATION OF THE COMPANY FROM MINNESOTA TO
DELAWARE

Description of the Proposed Reincorporation

Our Board of Directors has approved and recommends that our shareholders approve this proposal to change our state
of incorporation from Minnesota to Delaware. The reincorporation would be effected through a plan of conversion,
attached as Appendix A hereto (the “Plan of Conversion”), which has been adopted by our Board of Directors.

If shareholders approve this proposal, then to effect the reincorporation, the Company will file with the Minnesota
Secretary of State articles of conversion (the “Minnesota Articles of Conversion”). At the same time, the Company will
file with the Delaware Secretary of State (a) a certificate of conversion (the “Delaware Certificate of Conversion’) and
(b) a new certificate of incorporation in Delaware in the form attached as Exhibit A to the Plan of Conversion (the
“Delaware Certificate of Incorporation”). If the shareholders approve this proposal, and the Minnesota Articles of
Conversion, Delaware Certificate of Conversion and Delaware Certificate of Incorporation are filed, then the
Company will adopt new corporate bylaws in the form attached as Exhibit C to the Plan of Conversion (the “Delaware
Bylaws™).
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The reincorporation will not result in a material change in our business, directors, officers, employees, assets and
liabilities or the location of our offices. The Company’s Common Stock will continue to be listed on the NYSE
American stock exchange under the symbol “ISR.” The Company will continue to file periodic reports and other
documents as required by the rules and regulations of the SEC. The number of shares of Common and Series B
Preferred Stock you own and your proportional percentage ownership of the Company will remain unchanged and
will not be affected in any way by the reincorporation. Shareholders will not be required to exchange existing stock
certificates for new stock certificates.
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The Company is not required to obtain any regulatory approvals in advance of the reincorporation, and the
reincorporation will not have any material accounting, financial or tax impacts on the Company.

Reasons for the Reincorporation

The Board of Directors believes that there are several reasons why the reincorporation is in the best interests of the
Company and our shareholders. The principal reason is the highly developed and more predictable Delaware corporate
law.

Highly Developed and Predictable Corporate Law. Delaware has adopted flexible and comprehensive corporate laws
that are revised regularly to meet changing business circumstances. The Delaware legislature is particularly sensitive
to issues regarding corporate law, it seeks to facilitate corporate transactions and is especially responsive to
developments in modern corporate law. The Delaware courts have developed considerable expertise in dealing with
corporate issues and transactions. Moreover, there is a substantial body of case law interpreting Delaware’s corporate
statutes. Delaware has also established a specialized court, the Court of Chancery, having exclusive jurisdiction over
matters relating to the Delaware General Corporation Law. The Chancery Court has no jurisdiction over criminal and
tort cases, and corporate cases are heard by judges, without juries, who have many years of experience with corporate
law issues. Traditionally, this has meant that the Delaware courts are able in most cases to process corporate litigation
relatively quickly and effectively. In addition, the greater body of developed law in Delaware permits a company that
has become the target of a shareholder lawsuit or action to better evaluate the relative strengths and weaknesses of the
case and positions of the shareholder and the company. As a result, it is anticipated that Delaware law will provide
greater flexibility in our legal affairs than is presently available under Minnesota law.

Effect of the Reincorporation

If this proposal is approved, the reincorporation will effect a change in the Company’s state of incorporation from
Minnesota to Delaware. The reincorporation will also effect other legal changes, which are summarized below in the
section entitled “Differences Related Primarily to State Law.”

The reincorporation will not result in a material change in our business, directors, officers, employees, assets and
liabilities or the location of our offices. The reincorporation will not affect our daily business operations, our
organizational structure, or our financial condition and results of operations.

Material Terms of the Plan of Conversion
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The reincorporation will be effected through the Plan of Conversion. Pursuant to the Plan of Conversion, the
Company will convert into a Delaware corporation and become subject to Delaware law. All debts and liabilities of
the Company immediately prior to the conversion will remain in place after the conversion. Each current director and
officer will continue to hold his or her office after the conversion.

If this proposal is approved by shareholders, the Board of Directors will cause the reincorporation to be effected as
soon as practicable (the “Effective Time”). Nonetheless, pursuant to the Plan of Conversion, the Board of Directors may
(i) delay the reincorporation or (ii) at its discretion, terminate or abandon the Plan of Conversion at any time prior to
the Effective Time, including after approval of this proposal, if the Board of Directors determines for any reason that
doing so would be in the best interests of the Company and its shareholders.

The reincorporation will become effective upon the filing of the Minnesota Articles of Conversion, Delaware
Certificate of Conversion, and the Delaware Certificate of Incorporation. Upon the effectiveness of the
reincorporation, the Company will adopt the Delaware Bylaws.

17

43



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

The number of shares of Common and Series B Preferred Stock you own and your proportional percentage ownership
of the Company will remain unchanged and will not be affected in any way by the reincorporation. IT WILL NOT BE
NECESSARY FOR OUR SHAREHOLDERS TO EXCHANGE THEIR EXISTING STOCK CERTIFICATES FOR
NEW STOCK CERTIFICATES AS A RESULT OF THE REINCORPORATION. OUTSTANDING STOCK
CERTIFICATES OF THE COMPANY SHOULD NOT BE DESTROYED OR SENT TO THE COMPANY
UNLESS YOU ARE REQUESTED TO DO SO. Any Minnesota stock certificates submitted to the Company’s
transfer agent for transfer after the Effective Time, whether pursuant to a sale or otherwise, will receive a State of
Delaware silver over-lay.

Certain United States Federal Income Tax Consequences

The below only summarizes the material U.S. federal income tax consequences of the reincorporation to shareholders.
ACCORDINGLY, WE URGE YOU TO CONSULT YOUR OWN TAX ADVISOR REGARDING YOUR
PARTICULAR CIRCUMSTANCES AND YOUR TAX CONSEQUENCES RELATING THE
REINCORPORATION, AS WELL AS ANY TAX CHANGES IN CONSEQUENCES ARISING UNDER THE
LAWS OF THE FEDERAL OR ANY STATE, LOCAL, FOREIGN OR OTHER TAX JURISDICTION.

The reincorporation provided for in the Plan of Conversion is intended to be a tax-free reorganization under Section
368(a) of the U.S. Internal Revenue Code. Assuming the reincorporation qualifies as a tax-free reorganization within
the meaning of Section 368(a) of the U.S. Internal Revenue Code, and subject to the qualifications and assumptions
described in this Proxy Statement, our shareholders will not recognize any gain or loss as a result of the

consummation of the reincorporation and our shareholders’ basis and duration of holding our shares will be unchanged.

Accounting Consequences Associated with the Reincorporation

Because there is no change in the entity, we do not expect the reincorporation to have a material effect on the
Company from an accounting perspective. Historical financial statements of the Company, which have previously
been reported to the SEC on our periodic reports, as of and for all periods through the date of this Proxy Statement,
will remain the financial statements of the Company following the reincorporation.

Dissenters’ Rights

Action Creating Right
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Section 302A.471, Subdivision 1(e), of the Minnesota Business Corporation Act (“MBCA”) grants to any holder of
Series B Preferred Stock, and any beneficial owner of Series B Preferred Stock, in each case as of the record date of
October 24, 2018, the right to object to the reincorporation and to obtain payment from the Company for the fair value
of their shares at the Effective Time. MBCA Section 302A.471, Subdivision 3(c), provides that this right is not
available to the holders of shares of any class of stock that is listed on the NYSE American (formerly the NYSE MKT
LLC and formerly the American Stock Exchange), and thus holders of Common Stock of the Company do not have
the right to object to the reincorporation and obtain payment for the fair value of their Common Stock.
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Requirements for Exercising

TO BE ENTITLED TO PAYMENT, THE DISSENTING SHAREHOLDER MUST FILE WITH THE COMPANY,
BEFORE THE VOTE FOR THE REINCORPORATION AND THE PLAN OF CONVERSION, A WRITTEN
NOTICE OF INTENT TO DEMAND PAYMENT OF THE FAIR VALUE OF THE SHARES AND MUST NOT
VOTE IN FAVOR OF THE REINCORPORATION AND THE PLAN OF CONVERSION. THIS DEMAND WILL
BE OF NO FORCE AND EFFECT IF THE REINCORPORATION IS NOT EFFECTED. The notice must be
submitted to the Company at 350 Hills Street, Suite 106, Richland, Washington 99354, Attention: Secretary, and must
be received before the vote for the proposed reincorporation. A vote against the reincorporation is not necessary for
the shareholder to exercise dissenters’ rights and require the Company to purchase their shares. A vote against the
reincorporation will not be deemed to satisfy the notice requirements of state law. The liability to the dissenting
shareholder for the fair value of the shares also shall be the liability of the Company, as a Delaware corporation, when
and if the reincorporation is effective. Any shareholder contemplating the exercise of these dissenters’ rights should
review carefully the provisions of Sections 302A.471 and 302A.473 of the MBCA, particularly the procedural steps
required to perfect such rights. SUCH DISSENTERS’ RIGHTS WILL BE LOST IF THE PROCEDURAL
REQUIREMENTS OF SECTIONS 302A.471 AND 302A.473 ARE NOT FULLY AND PRECISELY SATISFIED.
A COPY OF SECTIONS 302A.471 AND 302A.473 IS ATTACHED AS APPENDIX B TO THIS PROXY
STATEMENT.

Notice of Procedure

If and when the proposed reincorporation is approved by shareholders of the Company and if the reincorporation is
not abandoned by the Board of Directors, the Company will deliver to all shareholders who have properly dissented
from the reincorporation a notice that: (1) lists the address to which demand for payment and certificates for shares
must be sent to obtain payment for such shares and the date by which such certificates must be received; (2) describes
any restriction on transfer of uncertificated shares that will apply after the demand for payment is received; (3)
encloses a form to demand payment and to be used to certify the date on which the shareholder, or the beneficial
owner on whose behalf the shareholder dissents, acquired the shares or an interest in them; and (4) encloses a copy of
Sections 302A.471 and 302A.473 of the MBCA and a brief description of the procedures to be followed to dissent and
obtain payment of fair values for shares.

Submission of Share Certificates

To receive the fair value of his, her, or its shares, a dissenting shareholder must demand payment and deposit his, her
or its share certificates within 30 days after the notice is delivered by the Company, but the dissenting shareholder
retains all other rights of a shareholder until the proposed action takes effect. Under Minnesota law, notice by mail is
made by the Company when deposited in the United States mail. A shareholder who fails to make demand for
payment and fails to deposit certificates will lose the right to receive the fair value of the shares notwithstanding the
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timely filing of such shareholder’s notice of intent to demand payment.

Purchase of Dissenting Shares

After the Effective Time, the Company shall remit to the dissenting shareholders who have complied with the
above-described procedures the amount the Company estimates to be the fair value of the shares held by such
shareholders, plus interest accompanied by certain financial information about the Company, an estimate of the fair
value of the shares and the method used and a copy of Sections 302A.471 and 302A.473 of the MBCA, and a brief
description of the procedure to be followed to demand supplemental payment.
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Acceptance or Settlement of Demand

If a dissenting shareholder believes that the amount remitted by the Company is less than the fair value of the shares,
with interest, then the dissenting shareholder may give written notice to the Company of his or her estimate of fair
value, with interest, within 30 days after the Company mails such remittance and must demand payment of the
difference. UNLESS A SHAREHOLDER MAKES SUCH A DEMAND WITHIN SUCH 30-DAY PERIOD, THE
SHAREHOLDER WILL BE ENTITLED ONLY TO THE AMOUNT REMITTED BY THE COMPANY. Within 60
days after the Company receives such a demand from a shareholder, it will be required either to pay the shareholder
the amount demanded (or agreed to after discussion between the shareholder and the Company) or to file in court a
petition requesting that the court determine the fair value of the shares, with interest.

Court Determination

All shareholders who have demanded payment for their shares, but have not reached agreement with the Company,
will be made parties to such court proceeding. The court will then determine whether the dissenting shareholders have
fully complied with the provisions of Section 302A.473 of the MBCA and will determine the fair value of the shares,
taking into account any and all factors the court finds relevant (including the recommendation of any appraisers
appointed by the court), computed by any method that the court, in its discretion, sees fit to use, whether or not such
method was used by the Company or a shareholder. The expenses of the court proceeding will be assessed against the
Company, except that the court may assess part or all of those costs and expenses against a shareholder whose action
in demanding payment is found to be arbitrary, vexatious, or not in good faith. The fair value of the Company’s shares
means the fair value of the shares immediately before the Effective Time. Under Section 302A.471 of the MBCA, a
shareholder of the Company has no right at law or equity to set aside the effect of the reincorporation pursuant to the
Plan of Conversion, except if such consummation is fraudulent with respect to such shareholder or the Company. Any
shareholder making a demand for payment of fair value for his, her or its shares may withdraw the demand at any time
before the determination of the fair value of the shares by filing with the Company written notice of such withdrawal.

Effect of Vote for the Reincorporation Proposal

A vote in favor of this proposal is a vote in favor of approving the reincorporation and the Plan of Conversion. Upon
the affirmative vote of (A) a majority of the outstanding shares of Common Stock and (B) a majority of the
outstanding shares of Series B Preferred Stock, in each case that are entitled to vote on this proposal, the Company
will be authorized to file the Minnesota Articles of Conversion, the Delaware Certificate of Conversion and the
Delaware Certificate of Incorporation, and adopt the Delaware Bylaws.

Failure to Obtain Approval
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If we fail to obtain the requisite vote of both a separate majority of holders of Common Stock and Series B Preferred
Stock for approval of this proposal, the reincorporation will not occur and the Company will continue to be
incorporated in Minnesota and governed by Minnesota law and the provisions of our current Amended and Restated
Articles of Incorporation (the “Minnesota Articles of Incorporation”) and our current Amended and Restated Bylaws
(the “Minnesota Bylaws™).

Comparison of the Rights of Shareholders

General

Assuming our shareholders approve the reincorporation, your rights will be governed by Delaware law and the
provisions of the Delaware Certificate of Incorporation and Delaware Bylaws. Forms of the Delaware Certificate of
Incorporation and Delaware Bylaws are attached as Exhibits A and B, respectively, to Appendix A to this Proxy
Statement. Your rights under Delaware law will differ in certain respects from your current rights under Minnesota
law, which are summarized in the sections entitled “Differences Related Primarily to Charter Documents” and
“Differences Related Primarily to State Law” below.
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Authorized Capital

At the Effective Time:

pur authorized capital stock will change to consist of 200,000,000 shares of Common Stock, par value $0.001, and
7,000,000 shares of Preferred Stock, par value $0.001.

All of the issued and outstanding shares of Common Stock and Series B Preferred Stock at that time will remain
issued and outstanding.

The holders of shares of Preferred Stock and Common Stock will continue to be entitled to one vote per share on all
matters to be voted on by shareholders, and the holders of Series B Preferred Stock will continue to have the right to
vote separately on certain matters pursuant to the Delaware Certificate of Incorporation.

:Fhe holders of shares of Series B Preferred Stock and Common Stock will continue to be entitled to receive
dividends, if any, as may be declared by our Board of Directors in its discretion out of legally available funds.

Our Common Stock will continue to be conducted on the NYSE American stock exchange, under the symbol “ISR.”

Computershare Trust Company will continue to be the transfer agent and registrar for our Common Stock.

Our 2017 Equity Incentive Plan will remain in place, and the number of options issued and outstanding pursuant to
the 2017 Equity Incentive Plan will remain unchanged and will be subject to the same terms and conditions.

Differences in Charter Documents
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The provisions of the Delaware Certificate of Incorporation and the Delaware Bylaws are similar in substance to those
of the Company’s existing Minnesota Articles of Incorporation and Minnesota Bylaws in most respects. The
differences include but are not limited to:

the name of the Delaware Company will be Isoray, Inc.;

the Board will no longer be able to take action by written consent by less than unanimous means; and
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the Delaware Certificate of Incorporation will not limit the right of shareholders to act by written consent but under
Delaware law action by written consent will no longer require unanimity.

The Delaware Certificate of Incorporation and Delaware Bylaws are attached to this Proxy Statement as Exhibits A
and B, respectively, to Appendix A of this Proxy Statement. Other significant changes of a legal nature are
summarized in the section immediately below entitled “Differences in State Law.”

Differences in State Law

The reincorporation will result in certain changes to the rights of the Company’s shareholders because of differences
between Minnesota law and Delaware law. The most significant provisions of Minnesota law and Delaware law are
summarized below. This summary is not an exhaustive list of all differences, or a complete description of the
differences described, and is qualified in its entirety by reference to Minnesota law, Delaware law, the Minnesota
Articles of Incorporation, the Minnesota Bylaws, the Delaware Certificate of Incorporation and the Delaware Bylaws.
Copies of the Minnesota Articles of Incorporation and Minnesota Bylaws are filed with the SEC.

Voting Power of Capital Stock

Minnesota. Each holder of our Common Stock and Series B Preferred Stock has the right to cast one vote for each such
share of Common Stock and Series B Preferred Stock held of record on all matters voted on by the shareholders,
including the election of directors. Under Minnesota law, unless explicitly denied in a corporation’s articles of
incorporation, shareholders are entitled to cumulative voting in the election of directors. The Minnesota Articles of
Incorporation deny cumulative voting rights, and therefore, our shareholders are not entitled to them. Additionally,
pursuant to the Certificate of Designation of Rights, Preferences and Privileges of Series A and B Convertible

Preferred Stock, the vote of the holders of at least 50% of the outstanding Series B Preferred Stock is required to
approve certain other actions, including amendment to the Articles of Incorporation or Bylaws of the Company.

Delaware. In general, each holder of shares of the Delaware Company’s common stock has the right to cast one vote
for each share of common stock held of record on all matters voted on by the stockholders, including the election of
directors. Under Delaware law, stockholders are not entitled to cumulative voting rights in the election of directors
unless a corporation’s certificate of incorporation explicitly authorizes them. The Delaware Certificate of Incorporation
does not authorize cumulative voting rights for stockholders in the election of directors, and therefore, our
stockholders would continue to not be entitled to them. Additionally, pursuant to the Delaware Certificate of
Incorporation, the vote of the holders of at least 50% of the outstanding Series B Preferred Stock is required to

approve certain other actions, including amendment to the Delaware Certificate of Incorporation or the Delaware
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Bylaws of the Company.

Action by Directors Without a Meeting

Minnesota and Delaware law permit directors to take written action without a meeting for an action otherwise required
or permitted to be taken at a board meeting.

Minnesota. Minnesota law provides that a corporation’s articles of incorporation may provide for such written action,
other than an action requiring shareholder approval, by the number of directors that would be required to take the
same action at a meeting of the board at which all directors were present. Our Minnesota Bylaws contain such a
provision. Minnesota law also states that if the articles of incorporation or bylaws so provide, a director may give
advance written consent or opposition to a proposal to be acted on at a board meeting; however, such consent or
opposition of a director not present at a meeting does not constitute presence for determining the existence of a
quorum. Our Minnesota Bylaws do not contain such a provision.
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Delaware. Delaware law provides for written action to be taken unanimously by all members of the Board of
Directors. The Delaware Bylaws contain such a provision. Delaware law does not contain or permit an advance
written consent or opposition provision with regard to a proposal to be acted on at a board meeting.

Conflicts of Interest

Under both Minnesota law and Delaware law, a contract or transaction between a corporation and one or more of its
directors, or an entity in or of which one or more of the corporation’s directors are directors, officers, or legal
representatives or have a material financial interest, is not void or voidable solely because of such reason, provided
that the contract or transaction is fair and reasonable at the time it is authorized, such contract or transaction is
approved by the corporation’s disinterested stockholders after disclosure of the relationship or interest, or such contract
or transaction is approved in good faith by a majority of the disinterested members of the board of directors after
disclosure of the relationship or interest. One difference between Minnesota law and Delaware law on this subject,
however, is that if the corporation seeks shareholder approval of the contract or transaction under Minnesota law,
either (1) the holders of two-thirds of the voting power of the shares entitled to vote which are owned by persons other
than the interested director or directors, or (2) the unanimous affirmative vote of the holders of all outstanding shares,
whether or not entitled to vote, must approve the contract or transaction, whereas under Delaware law, only a majority
of the disinterested stockholders is required. Under Minnesota law and Delaware law, contracts or transactions
between a corporation and one or more of its directors or between a corporation and any other entity in which one or
more of its directors are directors or have a financial interest, are not void or voidable because of such interest or
because such director is present at a meeting of the board of directors which authorizes or approves the contract or
transaction, as long as certain conditions, such as obtaining the required approval and fulfilling the requirements of
good faith and full disclosure, are met. With certain exceptions, the conditions are similar under Minnesota law and
Delaware law. Under both Minnesota law and Delaware law, either (1) the security holders or the board of directors
must approve any such contract or transaction in good faith after full disclosure of the material facts, or (2) the
contract or transaction must have been “fair” (according to Delaware law) or “fair and reasonable” (according to
Minnesota law).

Minnesota. If such contract or transaction is authorized by the board, under Minnesota law the interested director may
not be counted in determining the presence of a quorum and may not vote on such contract or transaction, and further
provides that the contract or transaction shall not be void or voidable solely because the interested director is present
at the meeting which authorizes the contract or transaction.

Delaware. Delaware law permits the interested director to be counted in determining whether a quorum of the directors
is present at the meeting approving the contract or transaction, and further provides that the contract or transaction

shall not be void or voidable solely because the interested director’s vote is counted at the meeting which authorizes

the contract or transaction.
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Number of Directors

Minnesota. Minnesota law provides that the number of directors shall be fixed by or in the manner provided in the
articles of incorporation or bylaws, and that the number of directors may be changed at any time by amendment to or
in the manner provided in the articles of incorporation or bylaws. Under the Minnesota Bylaws, the Board shall

consist of one to ten directors as determined by resolution of the Board from time to time prior to the election of
directors.
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Delaware. Delaware law provides that the number of directors shall be fixed by, or in the manner provided in, the
bylaws, unless the certificate of incorporation fixes the number of directors, in which case a change in the number of
directors shall be made only by amendment of the certificate. The Delaware Bylaws provide that the Board shall
consist of one or more directors, and the number of directors may be increased or decreased from time to time by the
Board.

Classified Board of Directors

Minnesota law permits a corporation’s bylaws to provide for a classified board of directors. Delaware permits a
corporation’s certificate of incorporation or bylaws to provide for a classified board of directors Delaware permits a
maximum of three classes while Minnesota law does not limit the number of classes. Neither the Minnesota Articles
of Incorporation, the Minnesota Bylaws, the Delaware Certificate of Incorporation, nor the Delaware Bylaws provide
for a classified board.

Removal of Director

Minnesota. Under Minnesota law, unless a corporation’s articles of incorporation or bylaws provide otherwise, a
director may be removed, with or without cause, if: (i) by the affirmative vote of the holders of a majority of the
voting power of all shares entitled to vote at an election of directors, or (ii) if the director was named by the board to
fill a vacancy and the shareholders have not subsequently elected directors, by the affirmative vote of a majority of the
other directors.

Delaware. Under Delaware law, a director of a corporation with a board of directors that is not classified (as is the case
with the Delaware Company) may be removed with or without cause by the affirmative vote of a majority of shares
entitled to vote for the election of directors except under limited circumstances.

Vacancies on Board of Directors

Minnesota. Under Minnesota law, unless the articles of incorporation or bylaws provide otherwise, (a) a vacancy on a
corporation’s board of directors resulting from death, resignation, removal or disqualification of a director may be
filled by the affirmative vote of a majority of directors then in office, even though less than a quorum, (b) a vacancy
on the board resulting from a newly created directorship resulting from an increase in the number of directors may be
filled by the affirmative vote of the majority of the directors serving at the time of the increase, and (c) any director so
elected shall hold office only until a qualified successor is elected at the next regular or special meeting of
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shareholders. The Minnesota Bylaws provide that any vacancy on the Board may be filled by vote of the remaining
directors, even though less than a quorum.

Delaware. Under Delaware law, a vacancy on a corporation’s board of directors may be filled by a majority of the
remaining directors, even if less than a quorum, or by a sole remaining director, or by the affirmative vote of a
majority of the outstanding voting shares, unless otherwise provided in the certificate of incorporation or bylaws. The
Delaware Bylaws follow these provisions.

Standard of Conduct for Directors

Minnesota. Minnesota law provides that a director must discharge the director’s duties in good faith, in a manner the
director reasonably believes to be in the best interests of the corporation, and with the care an ordinarily prudent
person in a like position would exercise under similar circumstances. A director who complies with such standards
may not be held liable by reason of being a director or having been a director of the corporation.
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Delaware. Under Delaware law, the standards of conduct for directors have developed through written opinions of the
Delaware courts. Generally, however, directors of Delaware corporations are subject to a duty of loyalty and a duty of
care. The duty of loyalty has been said to require directors to refrain from self-dealing and the duty of care requires
directors managing the corporate affairs to do so in a manner that is not “grossly negligent.” When directors act in a
manner consistent with their duties of loyalty and care, their decisions generally are presumed to be valid under the
business judgment rule.

Indemnification of Directors and Officers

Minnesota law and Delaware law both contain provisions setting forth conditions under which a corporation may
indemnify its directors, officers and employees. While indemnification is permitted only if statutory standards of
conduct are met, Minnesota law and Delaware law are substantially similar in providing for indemnification if the
person acted in good faith and in a manner the person reasonably believed to be in or not opposed to the best interests
of the corporation and, with respect to any criminal action or proceeding, had no reasonable cause to believe the
conduct was unlawful. The statutes differ, however, with respect to whether indemnification is permissive or
mandatory, where there is a distinction between third-party actions and actions by or in the right of the corporation,
and whether, and to what extent, reimbursement of judgments, fines, settlements, and expenses is allowed. The major
difference between Minnesota law and Delaware law is that while indemnification of officers, directors and
employees is mandatory under Minnesota law, indemnification is permissive under Delaware law, except that a
Delaware corporation must indemnify a person who is successful on the merits or otherwise in defense of certain
specified actions, suits or proceedings for expenses and attorney’s fees actually and reasonably incurred in connection
therewith.

Minnesota law requires a corporation to indemnify any director, officer or employee who is made or threatened to be
made a party to a proceeding by reason of the former or present official capacity of the director, officer or employee,
against judgments, penalties, fines, settlements and reasonable expenses. Minnesota law permits a corporation to
prohibit indemnification by so providing in its articles of incorporation or bylaws. The Company has not limited the
statutory indemnification in the Minnesota Articles or Minnesota Bylaws. The Minnesota Articles of

Incorporation provide for indemnification to the fullest extent permitted by Minnesota law and the indemnification
agreements the Company has entered into with each officer and director will remain in place after the Company
reincorporates into Delaware. The Minnesota Articles of Incorporation also obligate the Company to pay the expenses
reasonably incurred by an indemnitee in defending any proceeding in advance of its final disposition, provided the
indemnitee agrees to repay all amounts advanced if it is ultimately determined he or she is not entitled to
indemnification.

Although indemnification is permissive in Delaware, a corporation may, through its certificate of incorporation,
bylaws or other corporate agreements, make indemnification mandatory. The Delaware Certificate of Incorporation
provides for mandatory indemnification to the fullest extent permitted by Delaware law. The Delaware Certificate of
Incorporation also obligates the Company to pay the expenses reasonably incurred by an indemnitee in defending any
proceeding in advance of its final disposition, provided the indemnitee agrees to repay all amounts advanced if it is
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ultimately determined he or she is not entitled to indemnification.

There is no pending or, to the Company’s knowledge, threatened litigation to which any of its directors is a party in
which the rights of the Company or its shareholders would be affected if the Company currently were subject to the
provisions of Delaware law rather than Minnesota law.

Limitation of Liability

Minnesota. Minnesota law provides that the personal liability of a director for breach of fiduciary duty may be
eliminated or limited if the articles of incorporation so provide, but the articles may not limit or eliminate such
liability for (a) any breach of the directors’ duty of loyalty to the corporation or its shareholders, (b) acts or omissions
not in good faith or that involve intentional misconduct or a knowing violation of law, (c) the payment of unlawful
dividends, stock repurchases or redemptions, (d) any transaction in which the director received an improper personal
benefit, (e) certain violations of the Minnesota securities laws, and (f) any act or omission that occurs before the
effective date of the provision in the articles eliminating or limiting liability. The Minnesota Articles contain such
provisions and limitations.
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Delaware. Delaware law provides that a corporation is permitted to adopt a provision in its certificate of incorporation
eliminating or limiting the personal liability of a director to the corporation and its shareholders for monetary damages
for breach of fiduciary duty as a director. Delaware law currently provides that this limitation of liability does not
apply to liability (a) for breach of the director’s duty of loyalty to the corporation or its shareholders, (b) for acts or
omissions not in good faith or which involve intentional misconduct or a knowing violation of law, (c) illegal
distributions to shareholders or unlawful stock repurchases, or (d) for any transaction from which the director derived
any improper personal benefit. The Delaware Certificate of Incorporation provides that, to the fullest extent permitted
by Delaware law, a director shall not be personally liable to the Company or its stockholders for monetary damages

for breach of a director's fiduciary duty.

The Company is not aware of any pending or threatened litigation to which the limitation of directors’ liability would
apply.

Treasury Shares

Minnesota. Minnesota law does not allow treasury shares.

Delaware. Under Delaware law, the Company may hold treasury shares and such shares may be held, sold, loaned,
pledged or exchanged by the Company. Such treasury shares, however, are not outstanding shares and do not have
voting rights.

Amendment of Articles of Incorporation and Certificate of Incorporation

Minnesota. Minnesota law provides that a corporation may amend its articles of incorporation by adoption of a board
resolution followed by a majority vote of shareholders, unless the articles of incorporation require a larger percentage.
In addition, shareholders owning 3% or more of the voting power of shares entitled to vote may propose an
amendment to the articles of incorporation and submit the amendment to shareholders for approval, and the
amendment may be adopted by a majority vote without board approval. If the articles provide for a larger proportion
or number to transact a specified type of business at a meeting, the affirmative vote of that larger proportion or
number is necessary to amend the articles to decrease the proportion or number necessary to transact the business.

Delaware. Delaware law provides that the certificate of incorporation of a Delaware corporation may be amended
upon adoption by the board of directors of a resolution setting forth the proposed amendment and declaring its
advisability, followed by the affirmative vote of a majority of the outstanding shares entitled to vote and by the
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affirmative vote of a majority of each class entitled to vote as a class thereon. It also provides that a certificate of
incorporation may provide for a greater vote than would otherwise be required by Delaware law. The Delaware
Certificate of Incorporation does not provide for a different threshold. The Delaware Certificate of Incorporation also
authorizes the Board of Directors, subject to any limitations prescribed by law, to provide for the issuance of shares
of Preferred Stock in series, and by filing a certificate pursuant to Delaware law, to establish from time to time the
number of shares to be included in each such series and to fix the designation, powers, preferences, and rights of the
shares of each series and any qualification, limitations or restrictions thereof.

Amendment of Bylaws

Minnesota. Shareholders holding 3% or more of the voting power of the shares entitled to vote may propose an
amendment to the bylaws and submit the amendment to shareholders for approval, and the amendment may be
adopted by a majority vote without board approval.

Minnesota law also provides that the board may adopt, amend or repeal the bylaws, subject to the power of the
shareholders as described above. After the adoption of the initial bylaws, the board may not adopt, amend, or repeal a
bylaw fixing a quorum for meetings of shareholders, prescribing procedures for removing directors or filling
vacancies in the board, or fixing the number of directors or their classifications, qualifications, or terms of office, but
may adopt or amend a bylaw to increase the number of directors.
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Delaware. Under Delaware law, stockholders have the authority to make, alter, amend or repeal the bylaws of a
corporation and such power may be granted to the board of directors under a provision in the certificate of
incorporation. The Delaware Certificate of Incorporation gives the Board the authority to adopt, amend or repeal the
bylaws. In addition, stockholders will be entitled to amend the Delaware Bylaws.

Shareholder Action

Under both the Minnesota law and Delaware law, action on certain matters, including the sale, lease or exchange of all
or substantially all of the Company’s property or assets, mergers, and consolidations and voluntary dissolution, must be
approved by the holders of a majority of the voting power. With regard to the sale of “substantially all” assets, under
Delaware law the definition of “substantially all” has been left to case law to be determined. Delaware case law requires
both a quantitative and qualitative analysis of the assets being sold in order to determine if they constitute
“substantially all” and, as a result, there is often substantial uncertainty regarding the need for stockholder approval
when a corporation disposes of a significant amount of its assets. The Minnesota statute provides that shareholder
approval is required for an asset sale outside the ordinary course only if it would leave the corporation without a
“significant continuing business activity.” Additionally, the Minnesota statute provides that “a business activity that
represented at least (1) 25% of the corporation’s total assets at the end of the most recently completed fiscal year, and
(2) 25% of either income from continuing operations before taxes or revenues from continuing operations for that
fiscal year, measured on a consolidated basis,” will conclusively be deemed to be a ““significant continuing business
activity.”

Both states’ laws provide that the articles or certificate of incorporation may provide for a supermajority of the voting
power of the outstanding shares to approve such extraordinary corporate transactions. Neither the Minnesota Articles
of Incorporation nor the Delaware Certificate of Incorporation contain such a provision.

Shareholder Quorum

Minnesota. Minnesota law provides that the holders of a majority of the voting power of the shares entitled to vote at a
meeting are a quorum, unless the articles or bylaws provide otherwise. The Minnesota Bylaws provide that the holders
of a majority of the voting power of the shares entitled to vote at a meeting constitute a quorum.

Delaware. Delaware law provides that a majority of the shares entitled to vote generally constitutes a quorum at a
meeting, unless the certificate of incorporation or bylaws provide otherwise. The Delaware Bylaws will continue to
provide that the presence in person or by proxy of holders of a majority of the voting power of the shares constitute a
quorum.
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Shareholders’ Action Without a Meeting

Minnesota. Under Minnesota law, any action required or permitted to be taken at a shareholders’ meeting of a publicly
held company may be taken without a meeting by written consent signed by all of the shareholders entitled to vote on
such action, and a publicly held company cannot provide for a lower threshold in its articles of incorporation.

Delaware. Delaware law provides that unless the certificate of incorporation provides otherwise, any action to be taken
at a meeting of the shareholders may be taken without a meeting if the holders of outstanding stock having at least the
minimum number of votes that would be necessary to authorize or take such action at a meeting at which all shares
entitled to vote thereon were present and voted consent to the action in writing. Stockholders who do not sign the
written consent must be notified promptly following the effectiveness of a written consent. The Delaware Certificate

of Incorporation does not prohibit stockholders from taking action by written consent without a meeting; as a result,
stockholders may take action with the minimum number of votes that would be necessary to authorize or to take the
action at a meeting at which all shares entitled to vote thereon were present and voted.
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Special Meetings

Minnesota. According to the Minnesota Bylaws, special meetings of the Company’s shareholders may be called by the
President, Treasurer, by the Board or two or more directors, or by a holder or holders of 10% or more of the issued
and outstanding voting shares of the corporation.

Delaware. Delaware law provides that special meetings of the stockholders of a corporation may be called by the
corporation’s board of directors or by such other persons as may be authorized in the corporation’s certificate of
incorporation or bylaws. The Delaware Bylaws provide that special meetings may be called by the entire Board or any
two or more directors, the Chief Executive Officer, and, in addition, shall be called by the Chairman of the Board, the
Chief Executive Officer or the Secretary at the request in writing of stockholders owning not less than 10% of the
entire capital stock of the corporation issued and outstanding and entitled to vote.

Advance Notice

Minnesota. When required, Minnesota law requires that notice be given at least 10 days before the date of the meeting,
or a shorter time provided in the articles or bylaws, and not more than 60 days before the date of the meeting. The
Minnesota Bylaws provide that mailed notice must be mailed at least 10 days prior to the meeting and in no event

shall the notice be given more than 60 days in advance of the meeting.

Delaware. When required, Delaware law requires that notice be given not less than 10 nor more than 60 days before
the date of a meeting. Unlike Minnesota, Delaware does not permit a company to reduce the notice requirement in its
certificate of incorporation or bylaws.

Dividends

Minnesota. Generally, a Minnesota corporation may pay a dividend if its board of directors determines that the
corporation will be able to pay its debts in the ordinary course of business after paying the dividend and if, among
other things, the dividend payment does not reduce the remaining net assets of the corporation below the aggregate
preferential amount payable in the event of liquidation to the holders of the shares having preferential rights, unless
the payment is made to those shareholders in the order and to the extent of their respective priorities.
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Delaware. A Delaware corporation may pay dividends out of surplus or, if there is no surplus, out of net profits for the
fiscal year in which the dividend is declared and/or for the preceding fiscal year, except that dividends may not be

paid out of net profits if, after the payment of the dividend, capital is less than the capital represented by the
outstanding stock of all classes having a preference upon the distribution of assets.

Anti-Takeover Legislation

Both Minnesota law and Delaware law contain provisions intended to protect shareholders from individuals or
companies attempting a takeover of a corporation in certain circumstances. The anti-takeover provisions of Minnesota
law and Delaware law differ in a number of respects, and it is not practical to summarize all of the differences.
However, the following is a summary of certain significant differences.
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The Minnesota control share acquisition statute establishes various disclosure and shareholder approval requirements
that must be satisfied by individuals or companies. Delaware has no comparable provision. The Minnesota statute
requires disinterested shareholder approval for any “control share acquisition” of stock of an “issuing public corporation.”
A “control share acquisition” includes any share acquisition that exceeds specified levels of voting power (20%, 33
1/3%, and 50%) of the stock of the target. An “issuing public corporation” is a publicly held corporation which is
incorporated under or governed by the Minnesota statute and has at least fifty shareholders. The Company is subject to
the statute; upon effectiveness of the reincorporation, because it is a Delaware corporation, will not be subject to the
statute. Accordingly, shareholders who acquire shares without shareholder approval and in excess of a designated
percentage of outstanding shares lose their voting rights and are subject to certain redemption privileges of the
corporation. Such shares regain their voting rights only if the acquiring person discloses certain information to the
corporation and such voting rights are granted by the shareholders at an annual or special meeting of the shareholders.
There are a number of important exclusions intended primarily to distinguish hostile acquisitions from transactions
negotiated and approved by the management and shareholders, including exclusions for shares acquired (i) pursuant to
a merger, plan of exchange or sale of assets, (ii) directly from the target issuer, (iii) in a cash tender offer for all
outstanding shares if the offer has been approved in advance by the board of directors of the target, and (iv) by
employee benefit plans. The Minnesota control share acquisition statute applies unless the “issuing public corporation”
opts out of the statute in its articles of incorporation or bylaws. The Company did not opt out of this provision.

While there is no Delaware statute comparable to the Minnesota control share acquisition statute, both Minnesota and
Delaware have business combination statutes that are intended primarily to deter takeover bids which propose to use
the target’s assets as collateral for the offeror’s debt financing and to liquidate the target, in whole or in part, to satisfy
financing obligations.

Delaware. Delaware law restricts certain business combination transactions between a shareholder acquiring 15% or
more (designated as an “interested” shareholder) of the voting stock and any Delaware corporation with securities traded
on a national exchange, quoted on the NASDAQ Stock Market or owned of record by at least 2,000 shareholders.
Unless an exception is available, the statute provides that for three years after the 15% threshold is exceeded, the
corporation cannot have a merger, sale of substantial assets, loan, substantial issuance of stock, plan of liquidation, or
reincorporation involving the interested shareholder or its affiliates. Shareholders may opt out at any time by majority
vote, but the decision is not effective for one year.

There are a number of important exceptions to the basic prohibition on business combination transactions. First, the
Delaware statute does not prohibit a business combination if, prior to becoming an interested shareholder, the board of
directors has approved the business combination or the transaction which resulted in the shareholder passing the 15%
threshold. Second, a business combination is permissible if the interested shareholder acquires 85% of the target’s
outstanding voting stock (excluding shares held by management or held in employee benefit plans in which the
employees do not have a confidential right to vote) in the transaction in which the 15% threshold is exceeded. Third, a
business combination is permissible if approved by the board and authorized at an annual or special meeting of
shareholders, and not by written consent, by the affirmative vote of two-thirds of the outstanding shares held by
disinterested shareholders. Finally, if the target corporation, with the support of the majority of its continuing
directors, proposes at any time another merger or sale or does not oppose another tender offer for at least 50% of its
shares, the interested shareholder is released from the three year prohibition and free to compete with the

66



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

target-supported transaction. In addition, Delaware permits companies to opt out of its business combination statute.
The Delaware Certificate of Incorporation includes this opt-out provision.

Minnesota. Minnesota law is similar to that of Delaware. However, there are some differences, including (i) the
interested shareholder threshold is 10% rather than 15%, (ii) the prohibition period for business combinations is four
years from the time the shareholder passes the threshold instead of three years, and (iii) there are no equivalents to the
Delaware exceptions for acquisition of 85% of voting stock, for two-thirds shareholder approval at a shareholder
meeting or for management approval of a competing transaction or tender offer.
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The Minnesota provision applies to “issuing public corporations,” defined as any Minnesota corporation with at least
100 shareholders (or with at least 50 shareholders if the Minnesota corporation is a publicly held corporation). Issuing
public corporations are automatically subject unless they opt out by charter amendment. The Company did not opt out
of this provision.

Minnesota law includes other provisions relating to takeovers that are not included in Delaware law. Some of these
provisions address a corporation’s use of golden parachutes, greenmail and the standard of conduct of the Board of
Directors in connection with the consideration of takeover proposals. The Minnesota statute contains a provision that
prohibits a publicly held corporation from entering into or amending agreements (commonly referred to as golden
parachutes) that increase current or future compensation of any officer or director during certain tender offers or
requests or invitation for tenders. The Minnesota statute provides that a publicly held corporation is prohibited from
purchasing or agreeing to purchase any shares from a person who beneficially owns more than 5% of the voting power
of the corporation if the shares had been beneficially owned by that person for less than two years, and if the purchase
price would exceed the market value of those shares. However, such a purchase will not violate the statute if the
purchase is approved at a meeting of the shareholders by a majority of the voting power of all shares entitled to vote
or if the corporation’s offer is of at least equal value per share and made to all holders of shares of the class or series
and to all holders of any class or series into which the securities may be converted. In considering the best interests of
the corporation with respect to a proposed acquisition of an interest in the corporation, Minnesota law authorizes the
board of directors to consider the interest of the corporation’s employees, customers, suppliers and creditors, the
economy of the state and nation, community and social considerations and the long-term as well as short-term
interests of the corporation and its shareholders, including the possibility that these interests may be best served by the
continued independence of the corporation.

Inspection of Shareholder Lists and Other Books and Records

Minnesota. Under Minnesota law, any shareholder of a publicly held corporation has a right, upon written demand
stating the purpose and acknowledged or verified in accordance with Minnesota law, to examine and copy the
corporation’s share register and other corporate records reasonably related to the stated purpose and described with
reasonable particularity in the written demand upon demonstrating the stated purpose to be a proper purpose.

Delaware. Under Delaware law, any stockholder, in person or by attorney or other agent, shall, upon written demand
under oath stating the purpose thereof, have the right during the usual hours for business to inspect for any proper
purpose, and to make copies and extracts from (1) the corporation's stock ledger, a list of its stockholders, and its other
books and records; and (2) a subsidiary's books and records (subject to certain requirements and limitations).

Preemptive Rights
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Minnesota. Under Minnesota law, unless limited or denied in a corporation’s articles of incorporation, shareholders
have a right to purchase a fraction of securities or rights to purchase securities before a corporation may offer them to
other purchasers (subject to certain exemptions). The Minnesota Articles of Incorporation denied preemptive rights to
shareholders.

Delaware. Under Delaware law, stockholders are not entitled to preemptive rights unless a corporation’s certificate of
incorporation authorizes them. The Delaware Certificate of Incorporation does not authorize preemptive rights for
shareholders.
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Appraisal (Dissenters’) Rights

In some circumstances under Minnesota law and Delaware law, shareholders have the right to dissent from certain
corporate transactions by demanding payment in cash for their shares equal to the fair value of the shares as
determined by agreement with the corporation or by a court in an action timely brought by the dissenting shareholders.
Minnesota law, in general, affords dissenters’ rights upon certain amendments to the articles of incorporation that
materially and adversely affect the rights or preferences of the shares of the dissenting shareholder, upon the sale of
substantially all corporate assets and upon merger, exchange or conversion by a corporation. However, this right is not
available to the holders of shares of any class of stock that is listed on the NYSE American exchange (formerly the
NYSE MKT LLC and formerly the American Stock Exchange).

Delaware law allows for dissenters’ rights only in connection with certain mergers or consolidations. No such appraisal
rights exist, however, for corporations whose shares are listed on a national securities exchange or held of record by
more than 2,000 shareholders unless the certificate of incorporation provides otherwise (the Delaware Certificate of
Incorporation does not provide otherwise) or the shareholders of which are to receive in the merger or consolidation
anything other than (a) shares of stock of the corporation surviving or resulting from such merger or consolidation, (b)
shares of stock of any other corporation which at the effective date of the merger or consolidation will be either listed
on a national securities exchange or held of record by more than 2,000 shareholders, (c) cash in lieu of fractional
shares of the corporation described in the foregoing clauses (a) and (b), or (d) any combination of clauses (a), (b), or
(c). The procedures for asserting dissenters’ rights in Delaware impose most of the initial costs of such assertion on the
dissenting shareholder, whereas the Minnesota procedures pose little financial risk to the dissenting shareholder in
demanding payment in excess of the amount the corporation determined to be the fair value of its shares due to the
fact that the Minnesota shareholder is paid up front the value determined by the corporation.

Vote Required

The affirmative vote of a majority of all shares of Common Stock and a majority of all shares of Series B Preferred
Stock, in each case that is entitled to vote, voting as two separate voting groups, is required to approve Proposal 3. The
failure to vote any shares on Proposal 3, together with abstentions and broker non-votes, will therefore count as votes
against this Proposal 3.

The Board unanimously recommends that the shareholders vote “FOR” Proposal 3 to approve the
reincorporation of the Company in Delaware.
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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 24, 2018 for (i) each person known by the Company to be a beneficial owner
of five percent or more of the outstanding Common or Series B Preferred Stock of the Company, (ii) each executive
officer, director and nominee for director of the Company, and (iii) directors and executive officers of the Company as
a group. As of October 24, 2018, the Company had 67,331,147 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.

Common Stock Share Ownership

Common Common

Name of Beneficial Owner Shares Stock Percent
Owned  Options! of
Class2
Lori Woods - 112,500 017 %
Alan Hoffmann 20,000 60,000 012 %
Michael McCormick 22,000 60,000 012 %
Philip Vitale M.D. 80,000 60,000 021 %
William Cavanagh 111 - 176,660 026 %
Michael Krachon 55,000 150,000 030 %

Directors and Executive Officers as a group 177,000 619,160 1.18 %

Only includes those common stock options that could be exercised for common stock within 60 days after October
24, 2018.

Percentage ownership is based on 67,331,147 shares of Common Stock outstanding on October 24, 2018. Shares of
Common Stock subject to stock options which are currently exercisable or will become exercisable within 60 days
2.after October 24, 2018 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.

1

Series B Preferred Stock Share Ownership

Series B
Preferred
Shares
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Percent

of
Name of Beneficial Owner Owned Class1
Aissata Sidibe? 20,000 33.86 %
William and Karen Thompson Trust> 14,218 24.07 %
Jamie Granger* 10,529 17.83 %
Hostetler Living Trust? 9,479 16.05 %
Leslie Fernandez® 3,688 6.24 %

1.Percentage ownership is based on 59,065 shares of Series B Preferred Stock outstanding on October 24, 2018.
2.The address of Aissata Sidibe is 99302 E Sidibe PR SE, Kennewick, WA 99338.

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 9327 NE 175th Street, Bothell, WA 98011.

6.The address of Leslie Fernandez is 2615 Scottsdale Place, Richland, WA 99352.

No officers or directors beneficially own shares of any class of Preferred Stock.

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.
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We believe that IsoRay’s executive officers, directors and 10% shareholders timely complied with their filing
requirements during the year ended June 30, 2018, except as follows — Michael Krachon (one Form 4 with one
transaction). This Form 4 was filed late.

Executive Officers

The executive officers serving the Company as of October 24, 2018 were as follows:

Name Age Position Held
Lori Woods! 56 Interim Chief Executive Officer, Director
Mark Austin 31 Controller, Principal Financial and Accounting Officer

William Cavanagh III 53  Chief Operating Officer, Chief Scientific Officer
Michael Krachon 47 Vice President, Sales and Marketing
Jennifer Streeter 49  Vice President, Human Resources

Former CEO Thomas LaVoy resigned from the Company on June 4, 2018. Following Mr. LaVoy’s departure, the
Board of Directors appointed Lori Woods as Interim Chief Executive Officer and Director on June 4, 2018. Ms.
"Woods’ biographical information is incorporated by reference in the board membership section of this Proxy
Statement.

Company Service History

Ms. Woods took office as Interim Chief Executive Officer on June 4, 2018 following Mr. La Voy’s departure. 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. Mr. Krachon became our Vice-President, Sales and Marketing on March 2, 2016, and was deemed to be an
executive officer on June 14, 2016. Ms. Streeter joined IsoRay in July 2016 as Vice President of Training and in
September 2016 accepted responsibility as Vice President of Human Resources. Mr. Austin was appointed Controller,
Principal Financial and Accounting Officer and took office on July 24, 2017. Our Board appoints our officers, and
their terms of office are at the discretion of the Board. Ms. Woods, Mr. Austin, Mr. Cavanagh, Mr. Krachon, and Ms.
Streeter have employment agreements.

Employment Agreement Summaries

74



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

The discussion of Employment Agreement Summaries is incorporated by reference to the discussion on pages 35 to
37.

Professional History

Lori A. Woods —The discussion of Professional History for Ms. Woods is incorporated by reference to the discussion
on page 9.

Mark Austin — Mr. Austin has served as Controller, Principal Financial and Accounting Officer, since July 2017. Prior
to joining the Company, Mr. Austin practiced as a Certified Public Accountant with the accounting firm KPMG where
he worked from October 2009 to July 2017. At KPMG, Mr. Austin served as a Senior Manager and before that, as a
Manager and Senior Associate in Portland, Oregon, where he served as lead for financial statement and internal
control audits within the technology industry, including for software and manufacturing companies. While at KPMG,
Mr. Austin served as lead manager for a global public company; supervised, coached, and lead teams and team
members; and researched technical accounting issues relevant to the technology industry. Mr. Austin holds a Bachelor
of Science in Commerce degree in Accounting, from Santa Clara University, in Santa Clara, California.
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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, 2016 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
engineering from Duke University and his M.B.A. from the Goizueta Business School at Emory University.

Jennifer Streeter — Mrs. Streeter brings more than 10 years’ experience of progressive growth in the Human Resources
field. She joined IsoRay in July 2016 as Vice President of Training. In September 2016, she accepted responsibility as
Vice President of Human Resources. Prior to joining IsoRay, Mrs. Streeter was employed by Supershuttle
International as the Vice President of Learning Development, where she lead a team of training managers providing
overall training and organizational development activities. Previously Mrs. Streeter has facilitated both on ground and
online courses at the undergraduate and graduate levels for universities including Grand Canyon University, Ottawa
University and Western International University. The courses focused on Human Resource and Organizational
Development. Mrs. Streeter received her Bachelor’s Degree in Management/Marketing and her Master’s Degree in
Leadership Studies.
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There are no agreements or understandings for any officer or director to resign at the request of another person, and
none of the officers or directors is acting on behalf of, or will act at the direction of, any other person. There are no
family relationships among our executive officers and directors

COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Executive Compensation

The following summary compensation table sets forth information concerning compensation for services rendered in
all capacities during our past two 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.

Summary Compensation Table

Nonqualified
Non-equity
Name and Stock Option deferred All other
Salary Bonus incentive plan Total
principal Year awardsawards compensation compensation
6)) % compensation €
position $) )1 earnings $)
($)
$)
Lori Woods,
201823,064 - - 83,875 971 - - 107,911
Interim CEO and Director?
Thomas LaVoy 2018291,739- - - 25,250 - 360,745 677,733
g‘ggfr Chaimmanand = 5017300,583- - 329,90112,023 . . 642,507
William Cavanagh 2018211,785 - - 50,325 25,414 - - 287,524
COO/CSO 2017201,700 - - 103,8158,068 - - 313,583
Michael Krachon 2018236,250 - - 50,325 28,350 - - 314,925
VP - S&M 2017 225,000- - 103,8159,000 - - 337,815

1. Amounts represent the ASC 718, Compensation — Stock Compensation valuation for the fiscal years 2018, 2017,
respectively. All options were granted at the fair market value of the Company’s stock on the date of grant and the
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Company used a Black-Scholes methodology as discussed in the footnotes to the financial statements to value the
options.

Following Mr. LaVoy’s departure on June 4, 2018, the Board of Directors appointed Lori Woods as Interim Chief
"Executive Officer and a Director. Ms. Woods took office on June 4, 2018.

Employment Agreements

Lori A. Woods — On June 18, 2018, the Company entered into an Employment Agreement effective as of June 13,
2018, with Lori A. Woods in her position as Interim CEO. The initial term of the Employment Agreement is one year,
subject to successive one year renewals. Ms. Woods will receive an annual salary of $315,612.15 payable in
accordance with the Company’s standard payroll practices. She will be eligible to participate in the executive bonus
plan established by the Board based upon metrics that will be established by the Board in its sole discretion, whereby
initially she will be eligible to receive a bonus of up to 25% of her annual salary. Also under the Employment
Agreement, Ms. Woods is eligible to participate in and receive stock options under the Company's 2017 Equity
Incentive Plan. Ms. Woods was issued 250,000 common stock options as of June 13, 2018 (the “Effective Date”), which
have an exercise price equal to the fair market value on the date of the grant, and which vest as follows: 25% six
months after the Effective Date, 25% one year after the Effective Date, 25% two years after the Effective Date, and
25% three years after the Effective Date. In the event of a Change of Control, as defined in the Employment
Agreement, all of Ms. Woods’ outstanding unvested Options will vest and become immediately exercisable and
unrestricted. Ms. Woods is an “at-will” employee. Either she or the Company may terminate her employment with or
without cause, for any reason or no reason, and at any time. Ms. Woods is subject to standard confidentiality
provisions and a non-compete, non-solicitation covenant for a one-year period following termination of her
employment.
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Mark Austin — The Company entered into an Employment Agreement, dated June 30, 2017, with Mr. Austin for an
initial term of three years, subject to successive one year renewals. Under his Employment Agreement, Mr. Austin

will receive an initial annual salary of $160,000, payable in accordance with the Company’s standard payroll practices.
He will be eligible to participate in the executive bonus plan established by the Board, based upon metrics that will be
established by the Board in its sole discretion, whereby he will be eligible to receive a bonus of up to 20% of his

annual salary. Also under his Employment Agreement, Mr. Austin is eligible to participate in and receive stock

options under the Company’s 2017 Equity Incentive Plan. Mr. Austin was issued 75,000 common stock options on
July 24, 2017, which have an exercise price equal to the fair market value on the date of the grant, and which will vest
one-fourth immediately and in one-fourth increments thereafter on each anniversary date of the Employment
Agreement. Mr. Austin also received a relocation and retention bonus of $10,000 for relocating to the Richland,
Washington area on or before July 31, 2018. Mr. Austin’s employment may be terminated upon death, disability, by
the Company for cause, or by Mr. Austin for “Good Reason.” If Mr. Austin’s employment is terminated by mutual
agreement, by the Company without cause, or by Mr. Austin for “Good Reason,” then he will be paid his unpaid salary,
bonus, and expenses through the date of termination, in addition to severance pay for a period of 12 months. If his
employment terminates for any other reason, then Mr. Austin only receives unpaid salary, bonuses, and expenses
through the date of termination. “Good Reason” means a material adverse change in Mr. Austin’s title, authority, duties,
or responsibilities. Mr. Austin is subject to standard confidentiality provisions and a non-compete, non-solicitation
covenant for a one-year period following termination of employment.

William Cavanagh III — On October 8, 2018, the Company entered into an Employment Agreement with William
Cavanagh 111, in his position as Chief Operating Officer and Chief Scientific Officer. The initial term of his
Employment Agreement is three years, subject to successive one year renewals. Mr. Cavanagh will receive an annual
salary of $220,256, payable in accordance with the Company’s standard payroll practices. He is eligible for a quarterly
and an annual discretionary bonus as periodically established by the Compensation Committee based upon metrics
that will be established by the Compensation Committee in its sole discretion. Mr. Cavanagh is eligible to participate
in and receive stock options under the Company’s 2017 Equity Incentive Plan. Mr. Cavanagh is an “at-will” employee.
Either he or the Company may terminate his employment with or without cause, for any reason or no reason, and at
any time. Mr. Cavanagh is subject to standard confidentiality provisions and a non-compete, non-solicitation covenant
for a one-year period following termination of his 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 with Mr. Krachon for an initial term of three
years subject to successive one year renewals. Under the Employment Agreement, Mr. Krachon receives an initial
annual salary of $225,000. He is 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 was eligible to participate in the
updated annual bonus. 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. 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 for a twelve month period of his monthly compensation.
If employment terminates for any other reason, then Mr. Krachon only receives any unpaid salary, bonuses and
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expenses 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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Streeter, in her position as Vice President, Human Resources. The initial term of her Employment Agreement is three

years, subject to successive one year renewals. Ms. Streeter will receive an annual salary of $132,300, payable in

accordance with the Company’s standard payroll practices. She is eligible for a quarterly and an annual discretionary
bonus as periodically established by the Compensation Committee based upon metrics that will be established by the

Compensation Committee in its sole discretion. Ms. Streeter is eligible to participate in and receive stock options

under the Company’s 2017 Equity Incentive Plan. Ms. Streeter is an “at-will” employee. Either she or the Company may
terminate her employment with or without cause, for any reason or no reason, and at any time. Ms. Streeter is subject

to standard confidentiality provisions and a non-compete, non-solicitation covenant for a one-year period following

termination of her employment.

Outstanding Equity Awards at Fiscal Year-End

Option awards

Equity Incentive Plan awards:

Name

Lori Woods

Interim CEO and Director
Thomas Lavoy

Former CEO and Chairman
William Cavanagh
COO0O/CSO

Michael Krachon
VP - S&M

Number of
securities
underlying
unexercised
options
#

exercisable

50,000
274,690

37,500
112,500
6,660
20,000
37,500
112,500

Number of
securities
underlying
unexercised
options
#

unexercisable

250,000
50,000

112,500
112,500

112,500
112,500

4
1

Number of
securities
underlying
unexercised
unearned
options

#)

Option
exercise
price
)
0.46
0.605
0.605

0.46
0.605
0.98
2.46
0.46
0.605

Option
expiration
date
06/13/2028
06/27/2027
06/27/2027

06/13/2028
06/27/2027
06/27/2022
06/17/2024
06/13/2028
06/27/2027

Represents a June 27, 2017, grant, one-fourth of which became exercisable on June 27, 2017, one-fourth of which
1.will become exercisable on June 27, 2018, one-fourth of which will become exercisable on June 27, 2019, and the

final fourth will become exercisable on June 27, 2020.
2.Represents a June 27, 2012, grant, all of which were exercisable as of June 27, 2015.
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3.Represents a June 17, 2014, grant, all of which were exercisable as of June 17, 2017.
Represents a June 13, 2018, grant, one-fourth of which will become exercisable on December 13, 2018, one-fourth
4.of which will become exercisable on June 13, 2019, one-fourth of which will become exercisable on June 13, 2020,
and the final fourth will become exercisable on June 13, 2021.
Represents a June 13, 2018, grant, one-fourth of which became exercisable on June 13, 2018, one-fourth of which
5.will become exercisable on June 13, 2019, one-fourth of which will become exercisable on June 13, 2020, and the
final fourth will become exercisable on June 13, 2021.

Option Exercises and Stock Vested

On November 20, 2017, the Company’s former CEO, Thomas LaVoy, exercised options to purchase 82,810 shares of
Common Stock at an exercise price of $0.605.

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.

Fiscal Year 2018 Director Compensation.

Fees

Non-equity
carned Non-qualified
Stock  Option incentive All other
or
deferred

paid in plan

cash awards awards compensation compensation compensation Total
Name %) ) ) ) $) $) )
Alan Hoffmann 56,000 - 1,645 - - - 57,645
Michael McCormick 54,000 - 1,645 - - - 55,645
Philip Vitale MD 44,000 - 1,645 - - - 45,645

Each non-employee director had stock options to purchase shares of the Company’s common stock outstanding as of
June 30, 2018 as follows — Mr. Hoffmann had stock options to purchase 60,000 shares of common stock, Mr.
McCormick had stock options to purchase 60,000 shares of common stock, and Dr. Vitale had stock options to
purchase 60,000 shares of common stock.
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During the fiscal year 2018, the independent directors received $3,000 per month for their service. 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. Mr. Hoffman and Mr. McCormick also participated in the
Company’s Special Litigation Committee and were compensated $12,500 and $10,000, respectively, for their services.
Employee directors do not receive any compensation for their service on the Board. On July 18, 2018, Mr.
McCormick, Dr. Vitale, and Mr. Hoffmann were each granted options to purchase 25,000 shares of the Company’s
common stock pursuant to the Company’s 2017 Equity Incentive Plan. Each grant has an exercise price equal to the
fair market value of the stock on the date of the grant. 25% of each grant vested and became exercisable immediately
and the remaining 75% vests over the next three years, commencing on the one-year anniversary of the date of the
grant.
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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 that same report. The Code of Ethics for Chief Executive Officer and Senior Financial Officers is also
available to the public on our website at https://isoray.com/?s=code+of+ethics. 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.

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
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.
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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, 2018, we did
not have any related party transactions requiring disclosure under Reg. S-K Item 404.

Director Independence

Using the standards of the NYSE American, 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 American 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
American other than Ms. Woods and Mr. LaVoy, who did not qualify as she is an employee director and he was 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 Ms. Woods and 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 Atrticles 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.

OTHER INFORMATION

Other Business
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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

IsoRay, Inc.

350 Hills Street, Suite 106

Richland, Washington 99354

40

89



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

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.

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 has retained Georgeson LLC, an independent proxy solicitation firm (“Georgeson”), to assist in soliciting
proxies from shareholders. Georgeson will receive a fee of approximately $7,500 as compensation for its services plus
reasonable out-of-pocket expenses. The Company has agreed to indemnify Georgeson against certain liabilities arising
under the federal securities laws.

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
rei