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PROSPECTUS
CHEMBIO DIAGNOSTICS, INC.

20,008,319 SHARES OF COMMON STOCK

This prospectus relates to the sale by certain stockholders of Chembio Diagnostics, Inc. of up to 20,008,319 shares of
our common stock which they own, or which they may at a later date acquire upon the conversion of shares of our 9%
series B convertible preferred stock, upon the conversion of shares of our 7% series C convertible preferred stock,
upon the exercise of warrants to purchase shares of our common stock, as payments of semi-annual dividends on our
9% series B convertible preferred stock and our 7% series C senior convertible preferred stock, upon the trigger of the
anti-dilution provisions of the 9% series B convertible preferred stock, the warrants related to the debentures issued
June 29, 2006 and the 7% series C senior convertible preferred stock. In this prospectus, we refer to these persons as
the selling security holders.

Our common stock is quoted on the OTC Bulletin Board under the symbol “CEMI.” On April 2, 2007 the closing bid
and ask prices for one share of our common stock were $.64 and $.65, respectively, as reported by the OTC Bulletin
Board website. These over-the-counter quotations reflect inter-dealer prices, without retail mark-up, mark-down or
commission and may not necessarily represent actual transactions.

These securities are speculative and involve a high degree of risk. You should consider carefully the “Risk
Factors” beginning on Page 5 of this prospectus before making a decision to purchase our stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is April 27, 2007
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PROSPECTUS SUMMARY

The following summary is qualified in its entirety by the more detailed information and the financial statements and
notes thereto appearing elsewhere in, or incorporated by reference into, this Prospectus. Consequently, this summary
does not contain all of the information that you should consider before investing in our Common Stock. You should
carefully read the entire Prospectus, including the “Risk Factors” section, and the documents and information
incorporated by reference into this Prospectus before making an investment decision.

By means of this prospectus, a number of our stockholders are offering to sell up to 172,082 shares of common stock
which they own, up to 9,976,433 shares of common stock which they may at a later date acquire upon the conversion
of our series B and/or series C preferred stock, up to 3,027,617 shares of common stock which they may at a later date
acquire upon the exercise of warrants, up to 2,808,145 shares of common stock which they may at a later date acquire
as dividends payable semi-annually on the series B and series C preferred stock, up to 3,868,042 shares of common
stock which they may at a later date acquire pursuant to the anti-dilution provisions of the series B and series C
preferred stock and up to 156,000 shares of common stock which they may at a later date acquire pursuant to the
anti-dilution provisions of the debenture warrants. In this prospectus, we refer to these persons as the selling security
holders.

Our Corporate Information

Chembio Diagnostic Systems Inc. was formed in 1985. Since inception we have been involved in developing,
manufacturing, selling and distributing medical diagnostic tests, including rapid tests that detect a number of
infectious diseases and for pregnancy. On May 5, 2004, Chembio Diagnostic Systems Inc. completed a merger
through which it became a wholly-owned subsidiary of Chembio Diagnostics, Inc., formerly known as Trading
Solutions.com, Inc. (“Chembio” or the “Company”). As a result of this transaction, the management and business of
Chembio Diagnostic Systems Inc. became the management and business of the Company.

Our Business

We are a developer, manufacturer and marketer of rapid diagnostic tests that detect infectious diseases. Our main
products presently commercially available are three rapid tests for the detection of HIV antibodies in whole blood,
serum and plasma samples, two of which were approved by the FDA last year. These products employ single path
lateral flow technology which we have licensed from Inverness Medical Innovations, Inc. (“Inverness”), who is also our
exclusive marketing partner for those two products in the United States under its Clearview® brand. Inverness
launched its marketing of these products in the United States in February, 2007. Chembio’s two HIV STAT-PAK®
rapid HIV tests are marketed outside the United States through different partners and channels under license from
Inverness. We also have a rapid test for Chagas disease (a parasitic disease endemic in Latin America) as well as a line
of rapid tests for tuberculosis, including tests for tuberculosis in animals for which USDA approval is pending.

On March 13, 2007, we were issued United States patent # 7,189,522 for our Dual Path Platform (“DPP™”) rapid test
system. We believe that as a result of the patent protection we now have with DPP™, we have a significant opportunity
to develop and license many new rapid tests in a number of fields including but not limited to infectious diseases. We
have already completed initial development on some products in this new platform. We believe the DPP™ provides
significant advantages over standard single path lateral flow assays, and we are developing most of our new products
using this platform.

Our products are sold to medical laboratories and hospitals, governmental and public health entities,
non-governmental organizations, medical professionals and retail establishments. Our products are sold either under
our STAT-PAK® or SURE CHECK® registered trademarks and/or the private labels of our marketing partners, such
as the Inverness Clearview® label.
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We have a history of losses, and we continue to incur operating and net losses. We have non-exclusive licenses to
lateral flow patents held by Inverness and Abbott Laboratories, Inc., and to reagents including those that are used in
our HIV rapid tests. These licenses do not necessarily insulate us from patent challenges by other patent holders. We
have filed applications for two lateral flow patents that incorporate features that we believe may further protect us
from patent challenges.

1




Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Our main products are as follows:
- HIV Rapid Tests: HIV 1/2 STAT-PAK® Cassette, HIV 1/2 SURE CHECK® and HIV 1/2 STAT-PAK® Dipstick;
- Chagas Rapid Test: Chagas STAT-PAK; and
- Tuberculosis (TB): Prima TB STAT-PAK and Veterinary products.

We also are in the process of developing rapid tests employing our patented DPP™ technology including, but not limited
to, an oral fluid rapid HIV test and a human tuberculosis test.

We manufacture all of the products we sell. All of these products, as well as those that are under development, employ
various formats of lateral flow technology. Lateral flow, whether single or dual path, generally refers to the process of
a sample flowing from the point of application on a test strip to provide a test result on a portion of a strip downstream
from either the point of application of the sample or of another reagent. We believe we have expertise and proprietary
know-how in the field of lateral flow technology.

Our principal executive offices are located at 3661 Horseblock Road, Medford, New York 11763. Our telephone
number is (631) 924-1135. Our website address is www.chembio.com.

Summary Financial Data
The following table presents summary historical financial information for the fiscal years ended December 31, 2006
and 2005. The financial statements are set forth beginning on page F-1 of this prospectus, and you should read this

information for a more complete understanding of the presentation of this information.

Year Ended Year Ended
December 31, December 31,

2006 2005

Revenue $ 6,502,480 $ 3,940,730
Operating Expenses 6,596,761 4,630,133
Net Loss (4,995,020) (3,252,000)
Current Assets 6,953,668 2,468,193
Total Assets 7,906,577 3,016,406
Current Liabilities 1,840,435 1,818,474
Total Liabilities 2,297,193 1,963,703
Convertible
Redeemable
Preferred 6,549,191 n/a
Stockholders’
Equity (Deficit) (939,807) (1,052,703)

RISK FACTORS

You should carefully consider each of the following risk factors and all of the other information provided in this
Prospectus before purchasing our Common Stock. The risks described below are those we currently believe may
materially affect us. An investment in our Common Stock involves a high degree of risk, and should be considered
only by persons who can afford the loss of their entire investment.

Risks related to our industry, business and strategy



Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Because we may not be able to obtain necessary regulatory approvals for some of our products, we may not
generate revenues in the amounts we expect, or in the amounts necessary to continue our business.

All of our proposed and existing products are subject to regulation in the U.S. by the U.S. Food and Drug
Administration, the U.S. Department of Agriculture and/or other domestic and international governmental, public
health agencies, regulatory bodies or non-governmental organizations. In particular, we are subject to strict
governmental controls on the development, manufacture, labeling, distribution and marketing of our products. The
process of obtaining required approvals or clearances varies according to the nature of, and uses for, a specific
product. These processes can involve lengthy and detailed laboratory testing, human or animal clinical trials, sampling
activities, and other costly, time-consuming procedures. The submission of an application to a regulatory authority
does not guarantee that the authority will grant an approval or clearance for product. Each authority may impose its
own requirements and can delay or refuse to grant approval or clearance, even though a product has been approved in
another country.
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The time taken to obtain approval or clearance varies depending on the nature of the application and may result in the
passage of a significant period of time from the date of submission of the application. Delays in the approval or
clearance processes increase the risk that we will not succeed in introducing or selling the subject products, and we
may determine to devote our resources to different products.

Changes in government regulations could increase our costs and could require us to undergo additional trials
or procedures, or could make it impractical or impossible for us to market our products for certain uses, in
certain markets, or at all.

Changes in government regulations may adversely affect our financial condition and results of operations because we
may have to incur additional expenses if we are required to change or implement new testing, manufacturing and
control procedures. If we are required to devote resources to develop such new procedures, we may not have sufficient
resources to devote to research and development, marketing, or other activities that are critical to our business.

For example, the European Union and other jurisdictions have recently established a requirement that diagnostic
medical devices used to test human biological specimens must receive regulatory approval known as a CE mark, or be
registered under the ISO 13.485 medical device directive. The letters “CE” are the abbreviation of the French phrase
“Conforme Européene,” which means “European conformity.” ISO (“International Organization for Standardization”) is the
world’s largest developer of standards with 148 member countries. As such, export to the European and other
jurisdictions without the CE or ISO 13.485 mark is not possible. Although we are not currently selling products to
countries requiring CE marking, we expect that we will do so in the near future in order to grow our business. We are

in the process of implementing quality and documentary procedures in order to obtain CE and ISO 13.485 registration,

and we are not aware of any material reason why such approvals will not be granted. However, if for any reason CE or

ISO 13.485 registration is not granted, our ability to export our products could be adversely impacted.

We can manufacture and sell our products only if we comply with regulations of government agencies such as the
FDA and USDA. We have implemented a quality system that is intended to comply with applicable regulations.
Although FDA approval is not required for the export of our products, there are export regulations promulgated by the
FDA that specifically relate to the export of our products. Although we believe that we meet the regulatory standards
required for the export of our products, these regulations could change in a manner that could adversely impact our
ability to export our products.

Our products may not be able to compete with new diagnostic products or existing products developed by
well-established competitors, which would negatively affect our business.

The diagnostic industry is focused on the testing of biological specimens in a laboratory or at the point-of-care and is
highly competitive and rapidly changing. Our principal competitors often have considerably greater financial,
technical and marketing resources than we do. Several companies produce diagnostic tests that compete directly with
our testing product line, including but not limited to, Orasure Technologies, Inverness Medical and Trinity Biotech.
As new products enter the market, our products may become obsolete or a competitor’s products may be more
effective or more effectively marketed and sold than ours. Although we have no specific knowledge of any
competitor’s product that will render our products obsolete, if we fail to maintain and enhance our competitive position
or fail to introduce new products and product features, our customers may decide to use products developed by our
competitors, which could result in a loss of revenues and cash flow.

We are developing an oral fluid rapid HIV test as well as other applications utilizing our Dual Path Platform™
technology, which we believe could enhance our competitive position in HIV rapid testing and other fields. However,
we have not completed development of any DPP™ product, and we still have technical, manufacturing, regulatory and
marketing challenges to meet before we will know whether we can successful commercialize products incorporating
this technology. There can be no assurance that we will overcome these challenges.
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We have granted Inverness exclusive rights to market our SURE CHECK® HIV 1/2 globally and our HIV 1/2 STAT
PAK® in the U.S. Inverness has no rapid HIV tests that are approved for marketing in the U.S., we are not aware of
any rapid HIV products that Inverness is even contemplating for the U.S., and Inverness is obligated to inform us of
any such products as soon as it is able to do so. Inverness does have rapid HIV tests manufactured by certain of its
subsidiaries outside the U.S. that are being actively marketed outside the U.S., primarily in developing countries. Our
HIV 1/2 STAT PAK cassette and dipstick products compete against these Inverness Products, and we specifically
acknowledge in our agreements with Inverness the existence of such other products. Moreover, except for a product in
the HIV barrel field as defined in our agreement with Inverness, Inverness is permitted under our agreements to
market certain types of permitted competing rapid HIV tests in the U.S. Under these conditions, we could choose to
terminate the applicable agreement with Inverness or change the agreement to a non-exclusive agreement, and
Inverness would expand the lateral flow license granted to the Company to allow the Company to market the product
independently or through other marketing partners. While we believe that Inverness is committed to successfully
marketing our products particularly in the U.S. and other developed countries where our products are or become
approved for marketing, Inverness may choose to develop or acquire competing products for marketing in the U.S. as
well as other markets where they are marketing our SURE CHECK® HIV 1/2 product, and such an action could have
at least a temporary material adverse effect on the marketing of these products until such time as alternative marketing
arrangements could be implemented. While we also believe that the expansion of our license to the Inverness lateral
flow patents substantially facilitates our ability to make alternative marketing arrangements, there can be no assurance
that the modification of marketing arrangements and the possible corresponding delays or suspension of sales would
not have a material adverse effect on our business.

In addition, the point-of-care diagnostics industry is undergoing rapid technological changes, with frequent
introductions of new technology-driven products and services. As new technologies become introduced into the
point-of-care diagnostic testing market, we may be required to commit considerable additional efforts, time and
resources to enhance our current product portfolio or develop new products. We may not have the available time and
resources to accomplish this and many of our competitors have substantially greater financial and other resources to
invest in technological improvements. We may not be able to effectively implement new technology-driven products
and services or be successful in marketing these products and services to our customers, which would materially harm
our operating results.

We own no issued patents covering single path lateral flow technology, and the field of lateral flow technology is
complex and characterized by a substantial amount of litigation, so the risk of potential patent challenges is ongoing
for us in spite of our pending patent applications.

Although we have been granted non-exclusive licenses to lateral flow patents owned by Inverness Medical
Innovations, Inc. and Abbott Laboratories, Inc., there is no assurance that their lateral flow patents will not be
challenged or that licenses from other parties may not be required, if available at all. In the event that it is determined
that a license is required and it is not possible to negotiate a license agreement under a necessary patent, we may be
able to modify our HIV rapid test products and other products such that a license would not be necessary. However,
this alternative could delay or limit our ability to sell these products in the U.S. and other markets, which would
adversely affect our results of operations, cash flows and business.

During 2005 and 2006, we made substantial additions to our intellectual property portfolio as a result of the
development of a new rapid test platform, Dual Path Platform (DPP™). This platform has shown improved sensitivity as
compared with conventional platforms in a number of preliminary studies using well characterized HIV, tuberculosis
and other samples. This technology formed the basis of two patent applications that we filed, and may result in
additional applications covering additional uses of this technology platform. On March 13, 2007, one of these patent
applications was approved by the United States Patent & Trademark Office, which issued United States patent
no. 7,189,522 for our DPP™ rapid test system. Also, we believe that this new lateral flow platform is outside of the
scope of currently issued patents in the field of lateral flow technology, thereby offering the possibility of a greater
freedom to operate. There is no assurance that our patents or our products incorporating the patent claims will not be
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challenged at some time in the future.

New developments in health treatments or new non-diagnostic products may reduce or eliminate the demand
for our products.

The development and commercialization of products outside of the diagnostics industry could adversely affect sales of
our product. For example, the development of a safe and effective vaccine to HIV or treatments for other diseases or
conditions that our products are designed to detect, could reduce, or eventually eliminate, the demand for our HIV or
other diagnostic products and result in a loss of revenues.

We may not have sufficient resources to effectively introduce and market our products, which could materially
harm our operating results.

Introducing and achieving market acceptance for our rapid HIV tests and other new products will require substantial
marketing efforts and will require us or our contract partners to make significant expenditures. In the U.S. and other
developed world markets where we will begin to market our FDA-approved products through Inverness and through
other partners, we have no history upon which to base market or customer acceptance of these products. In some
instances we will be totally reliant on the marketing efforts and expenditures of our contract partners. If they do not
have or commit the expertise and resources to effectively market the products that we manufacture, our operating
results will be materially harmed.

4
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The success of our business depends on our ability to raise additional capital through the sale of debt or equity
or through borrowing, and we may not be able to raise capital or borrow funds in amounts necessary to
continue our business, or at all.

Although our revenues and gross margins increased significantly in recent periods, we sustained significant operating

losses in 2006, 2005 and 2004. At December 31, 2006, we had a stockholders’ deficiency of $940,000 and a working
capital surplus of $5,113,000. Including the funds received from the Series C 7% Convertible Preferred Stock

offering, we believe our resources are sufficient to fund our needs through the end of 2007 and into early 2008. Our

liquidity and cash requirements will depend on several factors. These factors include: (1) the level of revenue growth;

(2) the extent to which, if any, that revenue growth improves operating cash flows; (3) our investments in research and

development, facilities, marketing, regulatory approvals and other investments we may determine to make; and (4) our

investment in capital equipment and the extent to which this investment improves cash flow through operating

efficiencies. If our resources are not sufficient to fund our needs through 2007, there are no assurances that we will be

successful in raising sufficient capital.

On March 30, 2006, we sold $1 million of additional Series B Preferred stock to a Series B Preferred shareholder
pursuant to provisions of the January 2005 Series B 9% Preferred Stock financing agreements. Such provisions were
exclusive to said shareholder.

On June 29, 2006, we borrowed $1,300,000. The loan was repaid in part on September 27, 2006 and the balance
converted on October 5, 2006 and is secured by a lien on our assets. See Note 1 of the financial statements for further
details.

On September 29, 2006 and October 5, 2006, we completed the Series C Offering for $8,150,000. Some of the
proceeds were used to repay the loan borrowed on June 29, 2006. We believe this Series C offering will be enough to
supply our cash needs through the end of 2007.

Our objective of increasing international sales is critical to our business plan and if we fail to meet this
objective, we may not generate revenues in the amounts we expect, or in amounts necessary to continue our

business.

We intend to attempt to increase international sales of our products. A number of factors can slow or prevent
international sales, or substantially increase the cost of international sales, including:

- regulatory requirements and customs regulations;

- cultural and political differences;

- foreign exchange rates, currency fluctuations and tariffs;

- dependence on and difficulties in managing international distributors or representatives;
- the creditworthiness of foreign entities;

- difficulties in foreign accounts receivable collection; and

- economic conditions and the absence of available funding sources.

If we are unable to increase our revenues from international sales, our operating results will be materially harmed.

13
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We rely on trade secret laws and agreements with our key employees and other third parties to protect our
proprietary rights, and we cannot be sure that these laws or agreements adequately protect our rights.

We believe that factors such as the technological and creative skills of our personnel, strategic relationships, new
product developments, frequent product enhancements and name recognition are essential to our success. All our
management personnel are bound by non-disclosure agreements. If personnel leave our employment, in some cases
we would be required to protect our intellectual property rights pursuant to common law theories which may be less
protective than provisions of employment, non-competition or non-disclosure agreements.

5
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We seek to protect our proprietary products under trade secret and copyright laws, enter into license agreements for
various materials and methods employed in our products, and enter into strategic relationships for distribution of the
products. These strategies afford only limited protection. We currently have no foreign patents, although we have
several license agreements for reagents. Our SURE CHECK trademark has been registered in the U.S.

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy aspects of our products
or to obtain information that we regard as proprietary. We may be required to expend substantial resources in asserting
or protecting our intellectual property rights, or in defending suits related to intellectual property rights. Disputes
regarding intellectual property rights could substantially delay product development or commercialization activities
because some of our available funds would be diverted away from our business activities. Disputes regarding
intellectual property rights might include state, federal or foreign court litigation as well as patent interference, patent
reexamination, patent reissue, or trademark opposition proceedings in the U.S. Patent and Trademark Office.

To facilitate development and commercialization of a proprietary technology base, we may need to obtain additional
licenses to patents or other proprietary rights from other parties. Obtaining and maintaining these licenses, which may
not be available, may require the payment of up-front fees and royalties. In addition, if we are unable to obtain these
types of licenses, our product development and commercialization efforts may be delayed or precluded.

In order to sell our rapid HIV tests and generate expected revenue from these tests, we will need to arrange for a
license to patents for detection of the HIV-2 virus, and we may not be able to do so.

Although the current licensor of the peptides used in our HIV tests claims an HIV-2 patent, other companies have also
claimed such patents. Even though HIV-2 is a type of the HIV virus estimated to represent only a small fraction of the
known HIV cases worldwide, it is still considered to be an important component in the testing regimen for HIV in
many markets. HIV-2 patents often are found in most of the countries of North America and Western Europe, as well
as in Japan, Korea, South Africa and Australia. Access to a license for one or more HIV-2 patents may be necessary to
sell HIV-2 tests in countries where such patents are in force, or to manufacture in countries where such patents are in
force and then sell into non-patent markets. Since HIV-2 patents are in force in the U.S., we may be restricted from
manufacturing a rapid HIV-2 test in the U.S. and selling into other countries, even if there were no HIV-2 patents in
those other countries. The license agreement that we have in effect for the use and sale of the Adaltis HIV 1 and 2
peptides that are used in our HIV rapid test does not necessarily insulate us from claims by other parties that we need
to obtain a license to other HIV-1 and/or HIV-2 patents. Although we have discussed additional HIV-2 licenses that
would be advantageous for some markets, if we are unable to complete these discussions successfully our business
and operating results could be materially harmed.

Our continued growth depends on retaining our current key employees and attracting additional qualified
personnel, and we may not be able to do so.

Our success will depend to a large extent upon the skills and experience of our executive officers, management and
sales, marketing, operations and scientific staff. Although we have not experienced unusual retention and/or
recruitment problems to date, we may not be able to attract or retain qualified employees in the future due to the
intense competition for qualified personnel among medical products businesses.

If we are not able to attract and retain the necessary personnel to accomplish our business objectives, we may
experience constraints that will adversely affect our ability to effectively manufacture, sell and market our products to
meet the demands of our strategic partners in a timely fashion, or to support internal research and development
programs. Although we believe we will be successful in attracting and retaining qualified personnel, competition for
experienced scientists and other personnel from numerous companies and academic and other research institutions
may limit our ability to do so on acceptable terms.
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We have entered into employment contracts with our President, Lawrence Siebert, and our Vice President of Research
and Development, Javan Esfandiari. Due to the specific knowledge and experience of these executives regarding the
industry, technology and market, the loss of the services of either one of them would likely have a material adverse
effect on the Company. The contract with Mr. Siebert has a term of two years ending May 2008, and the contract with
Mr. Esfandiari has a term of three years ending May 2007. We have obtained a key man insurance policy for Mr.
Esfandiari.

6
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We believe our success depends on our ability to participate in large government programs in the U.S. and
worldwide and we may not be able to do so.

We believe it to be in our best interests to meaningfully participate in the Presidential Emergency Plan for Aids Relief
Program, UN Global Fund initiatives and other programs funded by large donors. We have initiated several strategies
to participate in these programs. Participation in these programs requires alignment with the many other participants in
these programs including the World Health Organization, U.S. Center for Disease Control, U.S. Agency for
International Development, non-governmental organizations, and HIV service organizations. If we are unsuccessful in
our efforts to participate in these programs, our operating results could be materially harmed.

We have a history of incurring net losses and we cannot be certain that we will be able to achieve profitability.

Since the inception of Chembio Diagnostic Systems, Inc. in 1985 and through the period ended December 31, 2006,
we have incurred net losses. As of December 31, 2006, we have an accumulated deficit of $(27,073,494). We incurred
net losses of $(4,995,020) and $(3,252,000) in 2006 and 2005, respectively.

We expect to continue to make substantial expenditures for sales and marketing, regulatory submissions, product
development and other purposes. Our ability to achieve profitability in the future will primarily depend on our ability
to increase sales of our products, reduce production and other costs and successfully introduce new products and
enhanced versions of our existing products into the marketplace. If we are unable to increase our revenues at a rate
that is sufficient to achieve profitability, our operating results would be materially harmed.

To the extent that we are unable to obtain sufficient product liability insurance or that we incur product
liability exposure that is not covered by our product liability insurance, our operating results could be
materially harmed.

We may be held liable if any of our products, or any product which is made with the use or incorporation of any of the
technologies belonging to us, causes injury of any type or is found otherwise unsuitable during product testing,
manufacturing, marketing, sale or usage. Although we have obtained product liability insurance, this insurance may
not fully cover our potential liabilities. In addition, as we attempt to bring new products to market, we may need to
increase our product liability coverage which would be a significant additional expense that we may not be able to
afford. If we are unable to obtain sufficient insurance coverage at an acceptable cost to protect us, we may be forced to
abandon efforts to commercialize our products or those of our strategic partners, which would reduce our revenues.

Risks related to our Common Stock

Our Common Stock is classified as penny stock and is extremely illiquid, so investors may not be able to sell as
much stock as they want at prevailing market prices.

Our Common Stock is classified as penny stock. Penny stocks generally are equity securities with a price of less than
$5.00 and trade on the over-the-counter market. As a result, an investor may find it more difficult to dispose of or
obtain accurate quotations as to the price of the Shares being registered in this Prospectus. In addition, the “penny stock”
rules adopted by the Commission under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), subject
the sale of the shares of the Common Stock to regulations that impose sales practice requirements on broker-dealers,
causing many broker-dealers to not trade penny stocks or to only offer the stocks to sophisticated investors that meet
specified net worth or net income criteria identified by the Commission. These regulations contribute to the lack of
liquidity of penny stocks.

The average daily trading volume of our Common Stock on the over-the-counter market was less than 36,000 shares
per day over the three months ended March 31, 2007. If limited trading in our stock continues, it may be difficult for

investors to sell their shares in the public market at any given time at prevailing prices. Since the certificates of
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dividends on our Common Stock, the lack of liquidity of our Common Stock could negatively impact the rate of
return on your investment.
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Sales of a substantial number of shares of our Common Stock into the public market by the selling
stockholders may result in significant downward pressure on the price of our Common Stock and could affect
the ability of our stockholders to realize the current trading price of our Common Stock.

At the time of effectiveness of the registration statement, the number of shares of our Common Stock eligible to be
immediately sold in the market will increase significantly. If the selling stockholders sell significant amounts of our
stock, our stock price could drop. Even a perception by the market that selling stockholders will sell in large amounts
after the registration statement is effective could place significant downward pressure on our stock price.

You will experience substantial dilution upon the conversion of the shares of preferred stock and the exercise of
warrants that we issued in three private placements and the warrants and options that were assumed in
connection with the merger.

On May 5, 2004, we completed three separate private placements in which we issued 151.57984 shares of our series A
preferred stock and warrants to acquire 9,094,801 shares of our Common Stock at an exercise price of $.90 per share.
The shares of series A preferred stock are convertible into 7,578,985 shares of our Common Stock. We also issued
warrants to purchase 425,000 shares of our Common Stock at an exercise price of $0.72 per share and warrants to
purchase 510,000 shares of Common Stock at an exercise price of $1.08 per share to designees of our placement
agents. We also issued warrants pursuant to an employment agreement with Mark L. Baum, our former president and
former member of our board of directors, to purchase 425,000 shares and 425,000 shares of our Common Stock,
respectively, at exercise prices of $0.60 and $0.90 per share, respectively. In connection with the acquisition of
Chembio Diagnostic Systems, Inc., we assumed the obligation to issue 690,000 shares of our Common Stock upon the
exercise of warrants, which warrants are exercisable at prices ranging from $0.45 to $4.00 per share. We also adopted
the stock option plan of Chembio Diagnostic Systems Inc. and assumed the entire obligation to issue 704,0-size: 10pt;
font-family: 'Times New Roman', Times; color: #000000; background: transparent"> Change of control means the
occurrence of any of the following: (i) the direct or indirect sale, lease, transfer, conveyance or other disposition (other
than by way of merger or consolidation), in one or more series of related transactions, of all or substantially all of the
Company s assets and its subsidiaries assets, taken as a whole, to any person, other than the Company or one of its
subsidiaries; (ii) the consummation of any transaction (including, without limitation, any merger or consolidation) the
result of which is that any person becomes the beneficial owner (as defined in Rules 13d-3 and 13d-5 under the
Exchange Act), directly or indirectly, of more than 50% of the Company s outstanding voting stock or other voting
stock into which the Company s voting stock is reclassified, consolidated, exchanged or changed, measured by voting
power rather than number of shares; (iii) the Company consolidates with, or
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merges with or into, any person, or any person consolidates with, or merges with or into, the Company, in any such
event pursuant to a transaction in which any of the Company s outstanding voting stock or the voting stock of such
other person is converted into or exchanged for cash, securities or other property, other than any such transaction
where the shares of the Company s voting stock outstanding immediately prior to such transaction constitute, or are
converted into or exchanged for, a majority of the voting stock of the surviving person or any direct or indirect parent
company of the surviving person immediately after giving effect to such transaction; (iv) the first day on which a
majority of the members of the Company s Board of Directors are not continuing directors; or (v) the adoption of a
plan relating to the liquidation or dissolution of the Company. The term person, as used in this definition, has the
meaning given thereto in Section 13(d)(3) of the Exchange Act.

The definition of change of control includes a phrase relating to the direct or indirect sale, transfer, conveyance or

other disposition of all or substantially all of the Company s assets and the assets of its subsidiaries, taken as a whole.
Although there is a limited body of case law interpreting the phrase substantially all, there is no precise definition of
the phrase under applicable law. Accordingly, the ability of a holder of notes to require the Company to repurchase

such holder s notes as a result of a sale, transfer, conveyance of other disposition of less than all of the Company s and
its subsidiaries assets, taken as a whole, to any person or group or persons may be uncertain.

Notwithstanding the foregoing, a transaction will not be deemed to involve a change of control if (i) the Company
becomes a direct or indirect wholly-owned subsidiary of a holding company and (ii)(A) the direct or indirect holders
of the voting stock of such holding company immediately following that transaction are substantially the same as the
holders of the Company s voting stock immediately prior to that transaction or (B) immediately following that
transaction no person (other than a holding company satisfying the requirements of this sentence) is the beneficial
owner, directly or indirectly, of more than 50% of the voting stock of such holding company.

Change of control triggering event means the occurrence of both a change of control and a rating event.

Continuing directors means, as of any date of determination, any member of the Company s Board of Directors who
(1) was a member of such Board of Directors on the date the notes were issued or (i1) was nominated for election,
elected or appointed to such Board of Directors with the approval of a majority of the continuing directors who were
members of such Board of Directors at the time of such nomination, election or appointment (either by a specific vote
or by approval of the Company s proxy statement in which such member was named as a nominee for election as a
director, without objection to such nomination).

Fitch means Fitch, Inc. and its successors.

Investment grade means a rating equal to or higher than BBB- (or the equivalent) by Fitch, Baa3 (or the equivalent) by
Moody s and BBB- (or the equivalent) by S&P, and the equivalent investment grade credit rating from any
replacement rating agency or rating agencies selected by the Company.

Moody s means Moody s Investors Service, Inc. and its successors.

Rating agencies means (i) each of Fitch, Moody s and S&P; and (ii) if any of Fitch, Moody s or S&P ceases to rate the
notes or fails to make a rating of the notes publicly available for reasons outside of the Company s control, a nationally
recognized statistical rating organization within the meaning of Rule 15¢3-1(c)(2)(vi)(F) under the Exchange Act
selected by the Company (as certified by a resolution of the Company s Board of Directors) as a replacement agency
for Fitch, Moody s or S&P, or all of them, as the case may be.

Rating event means a decrease in the ratings of the notes below investment grade by at least two of the three rating
agencies on any date from the date that is 60 days prior to the date of the first public notice of an arrangement that
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could result in a change of control until the end of the 60-day period following the consummation of such change of
control (which period shall be extended so long as the
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rating of the notes is under publicly announced consideration for possible downgrade by any of the rating agencies).
S&P means Standard & Poor s Ratings Services, a division of The McGraw-Hill Companies, Inc., and its successors.

Voting stock means, with respect to any specified person (as that term is used in Section 13(d)(3) of the Exchange
Act) as of any date, the capital stock of such person that is at the time entitled to vote generally in the election of the
board of directors of such person.

Certain Covenants

The Company has agreed to three principal limitations on its activities. The restrictive covenants summarized below
will apply to the notes as long as any of the notes are outstanding, unless waived or amended with the indenture. See
Description of Debt Securities Modification and Waiver in the accompanying prospectus.

Limitations on Liens

The Company and its restricted subsidiaries cannot create, incur, assume or guarantee any secured debt without in any
such case effectively providing concurrently with the creation, incurrence, assumption or guarantee of such debt that
the lien created thereby secures the notes equally and ratably with (or, at the Company s option, prior to) such debt.
The foregoing restriction will not apply to debt that is secured by:

purchase money security interests (including those incurred in connection with future construction) and
security interests in property acquired by the Company or a restricted subsidiary existing at the time such
property is acquired;

security interests existing on the property, shares or indebtedness of a corporation at the time it becomes a
restricted subsidiary or arising thereafter pursuant to contractual commitments entered into prior to and not in
contemplation of such corporation s becoming a restricted subsidiary;

any security interest on property of a corporation existing at the time such corporation is merged into or
consolidated with the Company or a restricted subsidiary or arising thereafter pursuant to contractual
commitments entered into prior to and not in contemplation of such corporation s being merged or consolidated
with the Company or a restricted subsidiary;

mechanics and other statutory liens arising in the ordinary course of business;

liens for taxes not yet due and for contested taxes against which adequate reserves have been established, and
judgment liens if the judgment is being contested and so long as execution thereof is stayed;

leases and certain landlords liens;

certain governmental liens arising in connection with contracts or other transactions, including security
interests arising in connection with the financing of principal property, or in connection with any governmental
regulation, privilege or license; and

any extension, renewal or replacement of any of the above.

However, the Company and its restricted subsidiaries may issue, assume or guarantee secured debt not otherwise
permitted without equally and ratably securing the notes if the sum of (a) the amount of such secured debt plus (b) the
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aggregate value of sale and leaseback transactions (subject to certain exceptions) described below, does not exceed
10% of the Company s consolidated net tangible assets.
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Limitations on Sale and Leaseback Transactions

The Company and its restricted subsidiaries are prohibited from engaging in any sale and leaseback transaction with
respect to any of the Company s principal property, unless:

the Company or a restricted subsidiary would be entitled to incur, without the benefit of the exceptions referred
to in the first paragraph under =~ Limitations on Liens above, secured debt equal to the amount realized upon the
sale or transfer involved in such transaction without equally and ratably securing the notes; or

an amount equal to the value of the property leased is applied to: (i) the purchase or construction of properties,
facilities or equipment used for operating purposes; or (ii) the retirement of the Company s funded debt, or the
funded debt of any of its restricted subsidiaries, other than funded debt owed to the Company or a restricted
subsidiary; provided, however, that the amount to be applied to the retirement of the Company s funded debt
shall be reduced by the sum of: (a) the principal amount of any notes delivered within 120 days after such sale
or transfer to the trustee for retirement and cancellation; and (b) the principal amount of funded debt, other than
notes, voluntarily retired by the Company within 120 days after such sale or transfer.

No retirement referred to above may be effected by payment at maturity.
Limitations on Transfer of a Principal Property to an Unrestricted Subsidiary

The Company and its restricted subsidiaries cannot transfer any principal property to an unrestricted subsidiary unless,
within 120 days of the transfer, the Company applies an amount equal to the fair value of the principal property to:

(1) the retirement of funded debt of the Company or any of its restricted subsidiaries other than funded debt owed to
the Company or a restricted subsidiary; and/or (ii) the purchase or construction of properties, facilities or equipment
used for operating purposes as described in the second alternative under ~ Limitations on Sales and Leaseback
Transactions above.

For purposes of the covenants described above, the following terms will be applicable:

consolidated net tangible assets means the aggregate amount of assets of the Company and its consolidated
subsidiaries (less applicable reserves and other properly deductible items) appearing on the Company s consolidated
balance sheet except goodwill and similar intangible assets, less the Company s consolidated current liabilities (subject
to certain exceptions).

funded debt means all indebtedness for money borrowed by the Company and its consolidated subsidiaries maturing
more than one year from the date of the Company s most recent consolidated balance sheet or maturing less than one
year but by its terms being renewable or extendible beyond one year from such date at the Company s option.

principal property means any manufacturing plant or manufacturing facility, warehouse, office building or other
operating facility located within the United States, and any equipment located in any such plant or facility (together
with the land on which such plant or facility is erected and fixtures comprising a part of such plant or facility), owned
or leased by the Company or by one or more of the Company s restricted subsidiaries on or acquired or leased by the
Company or by one or more of the Company s restricted subsidiaries after September 20, 2010, other than any such
principal property that the Company s Board of Directors declares not to be of material importance to the overall
business that the Company and its restricted subsidiaries conduct, taken as a whole.

restricted subsidiary means:
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any subsidiary other than an unrestricted subsidiary; and

any subsidiary which was an unrestricted subsidiary but which has been or is designated by the Company s
Board of Directors after the date of the indenture to be a restricted subsidiary.
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sale and leaseback transaction means any sale or transfer of any principal property in full operation for more than
120 days prior to such sale or transfer if the sale or transfer is made with the intention of, or as part of an arrangement
involving, the lease of such property to the Company or a restricted subsidiary (except a lease for a period not
exceeding 36 months with the intention that the use of such property by the Company or such restricted subsidiary
will be discontinued on or before the expiration of such period).

secured debt means indebtedness of the Company or a restricted subsidiary for borrowed money (other than the
Company s indebtedness to a restricted subsidiary, the indebtedness of a restricted subsidiary to the Company or the
indebtedness of a restricted subsidiary to another restricted subsidiary) on which, by the terms of such indebtedness,
interest is paid or payable, which:

is secured by a security interest in any principal property or in the stock or indebtedness of a restricted
subsidiary; or

in the case of the Company s indebtedness, is guaranteed by a restricted subsidiary.

subsidiary means any corporation of which the Company, directly or indirectly, owns voting securities entitling the
Company to elect a majority of the directors.

unrestricted subsidiary means, in each case unless and until such subsidiary or subsidiaries shall have been designated
tobe a restricted subsidiary :

any subsidiary acquired or organized after the date of the indenture, provided that such subsidiary is not a
successor, directly or indirectly, to any restricted subsidiary ;

any subsidiary the principal business and assets of which are located outside the United States or its
territories and possessions; and

any subsidiary substantially all of the assets of which consist of stock or other securities of a subsidiary or
subsidiaries of the character described immediately above.

Concerning the Trustee

The Trustee has provided various services to the Company and its subsidiaries in the past and may do so in the future
as a part of its regular business.

Book-Entry Procedures

DTC. DTC will act as securities depository for the notes. The notes will be issued as fully-registered securities
registered in the name of Cede & Co., which is DTC s partnership nominee, or such other name as may be requested
by an authorized representative of DTC. One fully-registered global security will be issued with respect to the notes.
See Description of Debt Securities Global Securities in the accompanying prospectus for a description of DTC s
procedures with respect to global securities.

DTC is a limited-purpose trust company organized under the New York Banking Law, a banking organization within
the meaning of the New York Banking Law, a member of the Federal Reserve System, a clearing corporation within
the meaning of the New York Uniform Commercial Code and a clearing agency registered pursuant to the provisions
of Section 17A of the Exchange Act. DTC holds and provides asset servicing for U.S. and non-U.S. equity issues,
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corporate and municipal debt issues and money market instruments from countries that DTC s participants, referred to
herein as direct participants, deposit with DTC. DTC also facilitates the post-trade settlement among direct
participants of sales and other securities transactions in deposited securities, through electronic computerized
book-entry transfers and pledges between direct participants accounts. This eliminates the need for physical
movement of securities certificates. Direct participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned subsidiary of
The Depository Trust & Clearing Corporation, or DTCC. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust
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companies and clearing corporations that clear through or maintain a custodial relationship with a direct participant,
either directly or indirectly, referred to herein as indirect participants. The DTC Rules applicable to its participants are
on file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com
and www.dtc.org. Information on or accessible through such websites is not part of, or incorporated by reference into,
this prospectus.

Purchases of notes under the DTC system must be made by or through direct participants, which will receive a credit
for the notes on DTC s records. The ownership interest of each actual purchaser of each note, or the beneficial owner,
is in turn to be recorded on the direct and indirect participants records. Beneficial owners will not receive written
confirmation from DTC of their purchase. Beneficial owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the direct or indirect
participant through which the beneficial owner entered into the transaction. Transfers of ownership interests in notes
are to be accomplished by entries made on the books of direct and indirect participants acting on behalf of beneficial
owners. Beneficial owners will not receive certificates representing their ownership interests in the notes, except in the
event that use of the book-entry system for the notes is discontinued.

To facilitate subsequent transfers, all notes deposited by direct participants with DTC are registered in the name of
DTC s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of notes with DTC and their registration in the name of Cede & Co. or such other DTC nominee do
not effect any change in beneficial ownership. DTC has no knowledge of the actual beneficial owners of the notes;
DTC s records reflect only the identity of the direct participants to whose accounts such notes are credited, which may
or may not be the beneficial owners. The direct and indirect participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct participants and indirect participants to beneficial owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time. Beneficial
owners of notes may wish to take certain steps to augment the transmission to them of notices of significant events
with respect to the notes, such as redemptions, tenders, defaults and proposed amendments to the notes documents.
For example, beneficial owners of notes may wish to ascertain that the nominee holding the notes for their benefit has
agreed to obtain and transmit notices to beneficial owners. In the alternative, beneficial owners may wish to provide
their names and addresses to the registrar and request that copies of notices be provided directly to them.

Redemption notices will be sent to DTC. If less than all of the notes within a series are being redeemed, DTC s
practice is to determine by lot the amount of the interest of each direct participant in such series to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the notes unless
authorized by a direct participant in accordance with DTC s procedures. Under its usual procedures, DTC mails an
omnibus proxy to the Company as soon as possible after the record date. The omnibus proxy assigns Cede & Co. s
consenting or voting rights to those direct participants to whose accounts notes are credited on the record date
(identified in a listing attached to the omnibus proxy).

Redemption proceeds, distributions and payments on the notes will be made to Cede & Co., or such other nominee as
may be requested by an authorized representative of DTC. DTC s practice is to credit direct participants accounts upon
DTC s receipt of funds and corresponding detail information from the Company or its agent, on the date payable in
accordance with their respective holdings shown on DTC s records. Payments by participants to beneficial owners will
be governed by standing instructions and customary practices, as is the case with securities held for the accounts of
customers registered in  street name, and will be the responsibility of such participant and not of DTC (or its nominee),
the Company or its agent, subject to any statutory or regulatory requirements as may be in effect from time to time.
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Payment of redemption proceeds, distributions and payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Company or its agent. Disbursement of
such payments to direct participants will be the responsibility of DTC, and disbursement of such payments to the
beneficial
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owners will be the responsibility of direct and indirect participants. Neither the Company nor the trustee will have any
responsibility or liability for any aspect of the records relating to, or payments made on account of, beneficial
ownership interests in the notes; for maintaining, supervising or reviewing any records relating to such beneficial
ownership interests; or for any other aspect of the relationship between DTC and its participants or the relationship
between such participants and the beneficial owners of interests in the notes.

DTC may discontinue providing its services as depository with respect to the notes at any time by giving reasonable
notice to the Company or its agent. Under such circumstances, in the event that a successor depository is not obtained,
certificates for the notes are required to be printed and delivered. In addition, the Company may decide to discontinue
use of the system of book-entry-only transfers through DTC (or a successor securities depository). In that event,
certificates for the notes will be issued and delivered to each person that DTC identifies as the beneficial owner of the
notes represented by the global security surrendered by or on behalf of DTC. Neither the Company nor the trustee will
be liable for any delay by DTC, its nominee or any direct or indirect participant in identifying the beneficial owners of
the notes. The Company and the trustee may conclusively rely on, and will be protected in relying on, instructions
from DTC or its nominee for all purposes, including with respect to the registration and delivery, and the respective
principal amounts, of the certificated notes to be issued.

Clearstream. Clearstream Banking, société anonyme ( Clearstream ), is incorporated under the laws of Luxembourg as
a professional depositary. Clearstream holds securities for its participating organizations ( Clearstream Participants )
and facilitates the clearance and settlement of securities transactions between Clearstream Participants through
electronic book-entry changes in accounts of Clearstream Participants, thereby eliminating the need for physical
movement of certificates. Clearstream provides Clearstream Participants with, among other things, services for
safekeeping, administration, clearance and establishment of internationally traded securities and securities lending and
borrowing. Clearstream interfaces with domestic markets in several countries. As a professional depositary,
Clearstream is subject to regulation by the Luxembourg Commission for the Supervision of the Financial Sector
(Commission de Surveillance du Secteur Financier). Clearstream Participants are recognized financial institutions
around the world, including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations
and certain other organizations, and may include the Underwriters. Indirect access to Clearstream is also available to
others, such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with
a Clearstream Participant either directly or indirectly.

Distributions with respect to notes held beneficially through Clearstream will be credited to cash accounts of
Clearstream Participants in accordance with its rules and procedures to the extent received by DTC for Clearstream.

Euroclear. Euroclear was created in 1968 to hold securities for participants of Euroclear ( Euroclear Participants ) and
to clear and settle transactions between Euroclear Participants through simultaneous electronic book-entry delivery
against payment, thereby eliminating the need for physical movement of certificates and any risk from lack of
simultaneous transfers of securities and cash. Euroclear includes various other services, including securities lending

and borrowing and interfaces with domestic markets in several markets in several countries. Euroclear is operated by
Euroclear Bank S.A./N.V. (the Euroclear Operator ), under contract with Euroclear Clearance System S.C., a Belgian
cooperative corporation (the Cooperative ). All operations are conducted by the Euroclear Operator, and all Euroclear
securities clearance accounts and Euroclear cash accounts are accounts with the Euroclear Operator, not the
Cooperative. The Cooperative establishes a policy for Euroclear on behalf of Euroclear Participants. Euroclear
Participants include banks (including central banks), securities brokers and dealers and other professional financial
intermediaries and may include the Underwriters. Indirect access to Euroclear is also available to other firms that clear
through or maintain a custodial relationship with a Euroclear Participant, either directly or indirectly.

The Euroclear Operation is regulated and examined by the Belgian Banking Commission.
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outside of the United States and cross-market transfers of the notes associated with secondary market trading.
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Although DTC, Clearstream and Euroclear have agreed to the procedures provided below in order to facilitate
transfers, they are under no obligation to perform these procedures, and these procedures may be modified or
discontinued at any time.

Clearstream and Euroclear will record the ownership interests of their participants in much the same way as DTC, and
DTC will record the total ownership of each of the U.S. agents of Clearstream and Euroclear, as participants in DTC.
When notes are to be transferred from the account of a DTC participant to the account of a Clearstream participant or
a Euroclear participant, the purchaser must send instructions to Clearstream or Euroclear through a participant at least
one day prior to settlement. Clearstream or Euroclear, as the case may be, will instruct its U.S. agent to receive notes
against payment. After settlement, Clearstream or Euroclear will credit its participant s account. Credit for the notes
will appear on the next day (European time).

Because settlement is taking place during New York business hours, DTC participants will be able to employ their
usual procedures for sending notes to the relevant U.S. agent acting for the benefit of Clearstream or Euroclear
participants. The sale proceeds will be available to the DTC seller on the settlement date. As a result, to the DTC
participant, a cross-market transaction will settle no differently than a trade between two DTC participants.

When a Clearstream or Euroclear participant wishes to transfer notes to a DTC participant, the seller will be required
to send instructions to Clearstream or Euroclear through a participant at least one business day prior to settlement. In
these cases, Clearstream or Euroclear will instruct its U.S. agent to transfer these notes against payment for them. The
payment will then be reflected in the account of the Clearstream or Euroclear participant the following day, with the
proceeds back valued to the value date, which would be the preceding day, when settlement occurs in New York, if
settlement is not completed on the intended value date, that is, if the trade fails, proceeds credited to the Clearstream
or Euroclear participant s account will instead be valued as of the actual settlement date.

You should be aware that you will only be able to make and receive deliveries, payments and other communications
involving the notes through Clearstream and Euroclear on the days when clearing systems are open for business.
Those systems may not be open for business on days when banks, brokers and other institutions are open for business
in the United States. In addition, because of time zone differences there may be problems with completing transactions
involving Clearstream and Euroclear on the same business day as the United States.

The information in this section concerning DTC, its book-entry system, Clearstream and Euroclear and their
respective systems has been obtained from sources that the Company believes to be reliable, but the Company has not

attempted to verify the accuracy of this information.
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MATERIAL UNITED STATES FEDERAL TAX CONSIDERATIONS

The following is a summary of certain United States federal income and certain estate tax considerations relating to
the ownership and disposition of the notes. It is not a complete analysis of all the potential tax considerations relating
to the notes. This summary is based upon the provisions of the Internal Revenue Code of 1986, as amended, or the
Code, Treasury Regulations promulgated under the Code, and currently effective administrative rulings and judicial
decisions, all relating to the United States federal income tax treatment of debt instruments. These authorities may be
changed, perhaps with retroactive effect, so as to result in United States federal income tax consequences different
from those set forth below.
This summary assumes that you purchased your outstanding notes upon their initial issuance at their initial offering
price and that you held your outstanding notes, and you will hold your notes, as capital assets for United States federal
income tax purposes. This summary does not address the tax considerations arising under the laws of any foreign,
state or local jurisdiction. In addition, this discussion does not address all tax considerations that may be applicable to
holders particular circumstances or to holders that may be subject to special tax rules, such as, for example:

holders subject to the alternative minimum tax;

holders whose income exceeds certain thresholds and are subject to the 3.8% Medicare Tax on certain income;

banks, insurance companies, or other financial institutions;

tax-exempt organizations;

dealers in securities or commodities;

expatriates;

traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

holders whose functional currency is not the United States dollar;

persons that will hold the notes as a position in a hedging transaction, straddle, conversion transaction or other
risk reduction transaction;

persons deemed to sell the notes under the constructive sale provisions of the Code; or

partnerships or other pass-through entities.
If a partnership holds notes, the tax treatment of a partner in the partnership will generally depend upon the status of
the partner and the activities of the partnership. If you are a partner of a partnership that will hold notes, you should
consult your tax advisor regarding the tax consequences of the notes to you.
This summary of certain U.S. federal income tax considerations is for general information only and is not tax
advice. You are urged to consult your tax advisor with respect to the application of United States federal

income tax laws to your particular situation as well as any tax consequences arising under the United States
federal estate or gift tax rules or under the laws of any state, local, foreign or other taxing jurisdiction or under
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any applicable tax treaty.
Consequences to U.S. Holders
The following is a summary of the general U.S. federal income tax consequences that will apply to you if you are a

U.S. Holder of the notes. Certain consequences to Non-U.S. Holders of the notes are described under ~ Consequences
to Non-U.S. Holders, below. U.S. Holder means a beneficial owner of a note that is, for U.S. federal income tax
purposes:

a citizen or resident of the United States;

a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States or any political subdivision of the United States;
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an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

a trust that (1) is subject to the supervision of a court within the United States and the control of one or more
U.S. persons or (2) has a valid election in effect under applicable Treasury Regulations to be treated as a
U.S. person.

Payments of Interest

Stated interest on the notes will generally be taxable to you as ordinary income at the time it is paid or accrued in
accordance with your method of accounting for U.S. federal income tax purposes.

Disposition of Notes

Upon the sale, exchange, redemption or other taxable disposition of a note, you generally will recognize taxable gain
or loss equal to the difference between the amount realized on such disposition (except to the extent any amount
realized is attributable to accrued but unpaid interest, which is treated as interest as described above) and your
adjusted tax basis in the note. A U.S. Holder s adjusted tax basis in a note generally will equal the cost of the note to
such holder.

Gain or loss recognized on the disposition of a note generally will be capital gain or loss, and will be long-term capital
gain or loss if, at the time of such disposition, the U.S. Holder s holding period for the note is more than 12 months.
The deductibility of capital losses by U.S. Holders is subject to certain limitations.

Information Reporting and Backup Withholding

In general, information reporting requirements will apply to certain payments of principal, premium (if any) and
interest on and the proceeds of certain sales of notes unless you are an exempt recipient. A backup withholding tax
(currently at a rate of 28%) will apply to such payments if you fail to provide your taxpayer identification number or
certification of exempt status or have been notified by the Internal Revenue Service, or I.R.S., that payments to you
are subject to backup withholding.

Any amounts withheld under the backup withholding rules will generally be allowed as a refund or a credit against
your U.S. federal income tax liability provided that you furnish the required information to the I.R.S. on a timely
basis.

Consequences to Non-U.S. Holders

Non-U.S. Holders

As used in this prospectus, the term Non-U.S. Holder means a beneficial owner of a note that is, for United States
federal income tax purposes:

a nonresident alien individual;
a foreign corporation;

an estate the income of which is not subject to United States federal income taxation on a net income basis; or
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a trust that (1) is either not subject to the supervision of a court within the United States or does not have any
United States person with authority to control all substantial decisions of the trust and (2) does not have a valid
election in effect under applicable Treasury regulations to be treated as a United States person.

If a partnership, including any entity treated as a partnership for United States federal income tax purposes, is a holder
of a note, the United States federal income tax treatment of a partner in such a partnership will generally depend on
the status of the partner and the activities of the partnership. Partners in such a partnership should consult their tax
advisors as to the particular United States federal income tax consequences applicable to them of acquiring, holding or
disposing of the notes.
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Under United States federal income and estate tax law, and subject to the discussion of backup withholding below, if
you are a Non-U.S. Holder of a note:

We generally will not be required to deduct United States withholding tax from payments of interest to you if:

1. you do not actually or constructively own 10% or more of the total combined voting power of all classes of our
stock entitled to vote,

2. you are not a controlled foreign corporation that is directly or indirectly related to us through stock ownership,

3. you are not a bank whose receipt of interest on a note is pursuant to a loan agreement entered into in the ordinary
course of business, and

4. the U.S. payor does not have actual knowledge or reason to know that you are a United States person and:

you have furnished to the U.S. payor a valid Internal Revenue Service Form W-8BEN or an acceptable
substitute form upon which you certify, under penalties of perjury, that you are a non-United States
person,

in the case of payments made outside the United States to you at an offshore account (generally, an
account maintained by you at a bank or other financial institution at any location outside the United
States), you have furnished to the U.S. payor documentation that establishes your identity and your status
as a non-United States person,

the U.S. payor has received a withholding certificate (furnished on an appropriate Internal Revenue
Service Form W-8 or an acceptable substitute form or statement) from a person claiming to be a

(1) withholding foreign partnership, (2) qualified intermediary, or (3) securities clearing organization,
bank or other financial institution that holds customers securities in the ordinary course of its trade or
business, and such person is permitted to certify under U.S. Treasury regulations, and does certify, either
that it assumes primary withholding tax responsibility with respect to the interest payment or has received
an Internal Revenue Service Form W-8BEN (or acceptable substitute form) from you or from other
holders of notes on whose behalf it is receiving payment, or

the U.S. payor otherwise possesses documentation upon which it may rely to treat the payment as made to
a non-United States person in accordance with U.S. Treasury regulations.

If you cannot satisfy the requirements described above, payments of interest made to you on the notes may be subject
to the 30% U.S. federal withholding tax, unless you provide us either with (1) a properly executed Internal Revenue
Service Form W-8BEN (or successor form) claiming an exemption from (or a reduction of) withholding under the
benefit of an applicable tax treaty or (2) a properly executed Internal Revenue Service Form W-8ECI (or successor
form) stating that interest paid on the note is not subject to withholding tax because the interest is effectively
connected with your conduct of a trade or business in the United States (and, generally in the case of an applicable tax
treaty, attributable to your permanent establishment in the United States).

Generally, no deduction for any United States federal withholding tax will be made from any principal payments or
from gain that you realize on the sale, exchange or other disposition of your note. In addition, a Non-U.S. Holder of a
note will not be subject to United States federal income tax on gain realized on the sale, exchange or other disposition
of such note, unless: (1) that gain or income is effectively connected with the conduct of a trade or business in the
United States by the Non-U.S. Holder or (2) the Non-U.S. Holder is an individual who is present in the United States
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for 183 days or more in the taxable year of that disposition, and certain other conditions are met. If you are described

in clause (1), see Income or Gain Effectively Connected with a U.S. Trade or Business below. If you are described in
clause (2), any gain realized from the sale, redemption, exchange, retirement or other taxable disposition of the notes

will be subject to U.S. federal income tax at the applicable net income tax rate (or lower applicable treaty rate), which
may be offset by certain losses.
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Further, generally, a note held by an individual who at death is not a citizen or resident of the United States should not
be includible in the individual s gross estate for United States federal estate tax purposes if:

the decedent did not actually or constructively own 10% or more of the total combined voting power of all
classes of our stock entitled to vote at the time of death and

the income on the note would not have been, if received at the time of death, effectively connected with a
United States trade or business of the decedent.

Income or Gain Effectively Connected with a U.S. Trade or Business

If any interest on the notes or gain from the sale, redemption, exchange, retirement or other taxable disposition of the
notes is effectively connected with a U.S. trade of business conducted by you (and, generally in the case of an
applicable tax treaty, attributable to your permanent establishment in the United States), then the income or gain will
be subject to U.S. federal income tax at regular graduated income tax rates, but will not be subject to U.S. withholding
tax if certain certification requirements are satisfied. You can generally meet these certification requirements by
providing a properly executed Internal Revenue Service Form W-8ECI or appropriate substitute form to us, or our
paying agent. If you are a corporation, the portion of your earnings and profits that is effectively connected with your
U.S. trade of business (and, generally in the case of an applicable tax treaty, attributable to your permanent
establishment in the United States) may be subject to an additional branch profits tax at a 30% rate, although an
applicable tax treaty may provide for a lower rate.

Backup Withholding and Information Reporting

Generally, information returns will be filed with the United States Internal Revenue Service in connection with
payments on the notes and proceeds from the sale or other disposition of the notes unless you are an exempt recipient.
You may be subject to backup withholding tax on these payments unless you comply with certain certification
procedures to establish that you are not a United States person. The certification procedures required to claim an
exemption from withholding tax on interest described above will satisfy the certification requirements necessary to
avoid backup withholding as well. The amount of any backup withholding from a payment to you will be allowed as a
credit against your United States federal income tax liability and may entitle you to a refund, provided that the
required information is furnished to the Internal Revenue Service.
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CERTAIN ERISA CONSIDERATIONS

The following summary regarding certain aspects of the United States Employee Retirement Income Security Act of
1974, as amended, or ERISA, and the Code is based on ERISA and the Code, judicial decisions and United States
Department of Labor and Internal Revenue Service regulations and rulings that are in existence on the date of this
prospectus supplement. This summary is general in nature and does not address every issue pertaining to ERISA that
may be applicable to us, the notes or a particular investor. Accordingly, each prospective investor should consult with
his, her or its own counsel in order to understand the ERISA-related issues that affect or may affect the investor with
respect to this investment.

ERISA and the Code impose certain requirements on employee benefit plans that are subject to Title I of ERISA and
plans subject to Section 4975 of the Code (each such employee benefit plan or plan, a Plan ) and on those persons who
are fiduciaries with respect to Plans. In considering an investment of the assets of a Plan subject to Title I of ERISA in
the notes, a fiduciary must, among other things, discharge its duties solely in the interest of the participants of such

Plan and their beneficiaries and for the exclusive purpose of providing benefits to such participants and beneficiaries

and defraying reasonable expenses of administering the Plan. A fiduciary must act prudently and must diversify the
investments of a Plan subject to Title I of ERISA so as to minimize the risk of large losses, as well as discharge its

duties in accordance with the documents and instruments governing such Plan. In addition, ERISA generally requires
fiduciaries to hold all assets of a Plan subject to Title I of ERISA in trust and to maintain the indicia of ownership of
such assets within the jurisdiction of the district courts of the United States. A fiduciary of a Plan subject to Title I of
ERISA should consider whether an investment in the notes satisfies these requirements.

An investor who is considering acquiring the notes with the assets of a Plan must consider whether the acquisition and
holding of the notes will constitute or result in a non-exempt prohibited transaction. Section 406(a) of ERISA and
Sections 4975(c)(1)(A), (B), (C) and (D) of the Code prohibit certain transactions that involve a Plan and a party in
interest as defined in Section 3(14) of ERISA or a disqualified person as defined in Section 4975(e)(2) of the Code
with respect to such Plan. Examples of such prohibited transactions include, but are not limited to, sales or exchanges
of property (such as the notes) or extensions of credit between a Plan and a party in interest or disqualified person.
Section 406(b) of ERISA and Sections 4975(c)(1)(E) and (F) of the Code generally prohibit a fiduciary with respect to
a Plan from dealing with the assets of the Plan for its own benefit (for example when a fiduciary of a Plan uses its
position to cause the Plan to make investments in connection with which the fiduciary (or a party related to the
fiduciary) receives a fee or other consideration).

ERISA and the Code contain certain exemptions from the prohibited transactions described above, and the
Department of Labor has issued several exemptions, although certain exemptions to not provide relief from the
prohibitions on self-dealing contained in Section 406(b) of ERISA and Sections 4975(c)(1)(E) and (F) of the Code.
Exemptions include Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code pertaining to certain
transactions with non-fiduciary service providers; Department of Labor Prohibited Transaction Class Exemption

( PTCE ) 95-60, applicable to transactions involving insurance company general accounts; PTCE 90-1, regarding
investments by insurance company pooled separate accounts; PTCE 91-38, regarding investments by bank collective
investment funds; PTCE 84-14, regarding investments effected by a qualified professional asset manager; and

PTCE 96-23, regarding investments effected by an in-house asset manager. There can be no assurance that any of
these exemptions will be available with respect to the acquisition of the notes. Under Section 4975 of the Code, excise
taxes are imposed on disqualified persons who participate in non-exempt prohibited transactions (other than a
fiduciary acting only as such).
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As a general rule, a governmental plan, as defined in Section 3(32) of ERISA (a Governmental Plan ), a church plan, as
defined in Section 3(33) of ERISA, that has not made an election under Section 410(d) of the Code (a Church Plan )
and non-United States plans are not subject to the requirements of ERISA or Section 4975 of the Code. Accordingly,
assets of such plans may be invested without regard to the fiduciary and prohibited transaction considerations

described above. Although a Governmental Plan, a Church Plan or a non-United States plan is not subject to ERISA

or Section 4975 of the Code, it may be subject to other United States federal, state or local laws or non-United States
laws that regulate its investments (a Similar Law ). A
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fiduciary of a Government Plan, a Church Plan or a non-United States plan should make its own determination as to
the requirements, if any, under any Similar Law applicable to the acquisition of the notes.

The notes may be acquired by a Plan or an entity whose underlying assets include the assets of a Plan or by a
Governmental Plan, a Church Plan or a non-United States plan, but only if the acquisition will not result in a
non-exempt prohibited transaction under ERISA or Section 4975 of the Code or a violation of Similar Law. Therefore,
any investor in the notes will be deemed to represent and warrant to us and the trustee that (1) (a) it is not (i) a Plan,
(i1) an entity whose underlying assets include the assets of a Plan, (iii) a Governmental Plan, (iv) a Church Plan or

(v) anon-United States plan, (b) it is a Plan or an entity whose underlying assets include the assets of a Plan and the
acquisition and holding of the notes will not result in a non-exempt prohibited transaction under Section 406 of
ERISA or Section 4975 of the Code, or (c) it is a Governmental Plan, a Church Plan or a non-United States plan that is
not subject to (i) ERISA, (ii) Section 4975 of the Code or (iii) any Similar Law that prohibits or taxes (in terms of an
excise or penalty tax) the acquisition or holding of the notes; and (2) it will notify us and the trustee immediately if, at
any time, it is no longer able to make the representations contained in clause (1) above. Any purported transfer of the
notes to a transferee that does not comply with the foregoing requirements shall be null and void ab initio.

This offer is not a representation by us or the underwriters that an acquisition of the notes meets all legal requirements
applicable to investments by Plans, entities whose underlying assets include assets of a Plan, Governmental Plans,
Church Plans or non-United States plans or that such an investment is appropriate for any particular Plan, entities
whose underlying assets include assets of a Plan, Governmental Plan, Church Plan or non-United States plan.
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UNDERWRITING

The Company intends to offer the notes through the underwriters. Subject to the terms and conditions described in an
underwriting agreement, which we refer to as the underwriting agreement, between the Company and the
underwriters, the Company has agreed to sell to the underwriters, and the underwriters severally have agreed to
purchase from the Company, the principal amounts of the notes listed opposite their names below.

Principal Amount

Underwriter of Notes

Citigroup Global Markets Inc. $ 115,000,000
RBS Securities Inc. 115,000,000
ING Financial Markets LLC 5,000,000
Mitsubishi UFJ Securities (USA), Inc. 5,000,000
Mizuho Securities USA Inc. 5,000,000
Wells Fargo Securities, LLC 5,000,000
Total $ 250,000,000

The underwriters have agreed to purchase all of the notes sold under the underwriting agreement if any of these notes
are purchased. If an underwriter defaults, the underwriting agreement provides that the purchase commitments of the
non-defaulting underwriters may be increased or the underwriting agreement may be terminated.

The Company has agreed to indemnify the underwriters against certain liabilities, including liabilities under the
Securities Act, or to contribute to payments the underwriters may be required to make in respect of those liabilities.

The underwriters are offering the notes, subject to prior sale, when, as and if issued to and accepted by them, subject
to approval of legal matters by their counsel, including the validity of the notes, and other conditions contained in the
underwriting agreement, such as the receipt by the underwriters of officer s certificates and legal opinions. The
underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in
part.

Commissions and Discounts

The underwriters have advised us that they propose initially to offer the notes to the public at the public offering price
on the cover page of this prospectus supplement, and to dealers at that price less a concession not in excess of 0.350%
of the principal amount of the notes. The underwriters may allow, and the dealers may reallow, to other dealers a
discount not in excess of 0.210% of the principal amount of the notes. After the initial public offering, the public

offering price, concession and discount may be changed.

The expenses of the offering, not including the underwriting discount, are estimated at $494,000 and are payable by
us.

New Issue of Notes
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The notes are new issues of securities with no established trading market. We do not intend to apply for listing of the
notes on any securities exchange or for quotation of the notes on any automated dealer quotation system. We have
been advised by the underwriters that they presently intend to make markets in the notes after completion of the
offering. However, they are under no obligation to do so and may discontinue any market-making activities at any
time without any notice. We cannot assure the liquidity of the trading markets for the notes or that active public
markets for the notes will develop. If active public trading markets for the notes do not develop, the market price and
liquidity of the notes may be adversely affected.

Stabilization and Short Positions

In connection with the offering, the underwriters are permitted to engage in transactions that stabilize the market price
of the notes. Such transactions consist of bids or purchases to peg, fix or maintain the price of the notes. If the
underwriters create a short position in the notes in connection with the offering (i.e., if they sell more notes than are on
the cover page of this prospectus supplement) the underwriters may reduce that short position by purchasing notes in
the open market. Purchases of a security to stabilize the price or to reduce a short position could cause the price of the
security to be higher than it might be in the absence of such purchases. The underwriters also may impose a penalty
bid. This occurs when a particular underwriter repays to the underwriters a
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portion of the underwriting discount received by it because the representatives have repurchased notes sold by or for
the account of such underwriter in stabilizing or short covering transactions.

Neither we nor any of the underwriters makes any representation or prediction as to the direction or magnitude of any
effect that the transactions described above may have on the price of the notes. In addition, neither we nor any of the
underwriters makes any representation that the underwriters will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

Sales Outside the United States

The notes may be offered and sold in the United States and certain jurisdictions outside the United States in which
such offer and sale is permitted.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a Relevant Member State ), each underwriter has represented and agreed that with effect from and including the
date on which the Prospectus Directive is implemented in that Relevant Member State (the Relevant Implementation
Date ) it has not made and will not make an offer of notes that are the subject of the offering contemplated by this
prospectus supplement to the public in that Relevant Member State other than:

(a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or
regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year;
(2) a total balance sheet of more than 43,000,000 and (3) an annual net turnover of more than 50,000,000, as shown in
its last annual or consolidated accounts;

(c) to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive)
subject to obtaining the prior consent of the other underwriter; or

(d) in any other circumstances falling within Article 3(2) of the Prospectus Directive;

provided that no such offer of notes shall require the Company or any underwriter to publish a prospectus pursuant to
Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an offer of notes to the public in relation to any notes in any
Relevant Member State means the communication in any form and by any means of sufficient information on the
terms of the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe the notes,
as the same may be varied in that Member State by any measure implementing the Prospectus Directive in that
Member State and the expression Prospectus Directive means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

Each underwriter has represented and agreed that:
(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated
an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the Financial

Services and Markets Act 2000 (the FSMA ) received by it in connection with the issue or sale of the notes in
circumstances in which Section 21(1) of the FSMA does not apply to the Company; and
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(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in
relation to the notes in, from or otherwise involving the United Kingdom.

Each underwriter has represented and agreed that:

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any notes other than

(1) to professional investors as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules
made under that Ordinance; or (ii) in other circumstances that do not result in the document being a prospectus as
defined in the Companies Ordinance (Cap. 32) of Hong Kong or that do not constitute an offer to the public within the
meaning of that Ordinance; and

S-26

Table of Contents 46



Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Table of Contents

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its possession for
the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the
notes, which is directed at, or the contents of which are likely to be accessed or read by, the public of Hong Kong
(except if permitted to do so under the securities laws of Hong Kong) other than with respect to notes that are or are
intended to be disposed of only to persons outside Hong Kong or only to professional investors as defined in the
Securities and Futures Ordinance and any rules made under that Ordinance.

This offering and the notes have not been and will not be registered under the Financial Instruments and Exchange

Law of Japan (Law No. 25 of 1948 of Japan, as amended) (the FIEL ), and the underwriters have agreed that they have
not and will not offer or sell any securities, directly or indirectly, in Japan or to, or for the benefit of, any resident of
Japan (which term as used herein means, unless otherwise provided herein, any person resident in Japan, including

any corporation or other entity organized under the laws of Japan), or to others for re-offering or resale, directly or
indirectly, in Japan or to, or for the benefit of, a resident of Japan, except pursuant to an exemption from the

registration requirements of, and otherwise in compliance with, the FIEL and any other applicable laws, regulations

and ministerial guidelines of Japan.

Each underwriter has represented and agreed that this prospectus has not been registered as a prospectus with the
Monetary Authority of Singapore. Accordingly, each underwriter has represented and agreed that this prospectus and
any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of the
notes have not been and will not be circulated or distributed, nor will the notes be offered or sold, or be made the
subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than
(1) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the

SFA ), (ii) to a relevant person pursuant to Section 275(1), or to any person pursuant to Section 275(1A), and in
accordance with the conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA.

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is: (a) a
corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to
hold investments and the entire share capital of which is owned by one or more individuals, each of whom is an
accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor, securities (as defined in
Section 239(1) of the SFA) of that corporation or the beneficiaries rights and interest (however described) in that trust
shall not be transferable within six months after that corporation or that trust has acquired the notes under Section 275
except: (1) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any person
arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA; (2) where no consideration is
or will be given for the transfer; (3) where the transfer is by operation of law; or (4) as specified in Section 276(7) of
the SFA.

Other Relationships

Certain of the underwriters and their respective affiliates have, from time to time, performed, and may in the future
perform, various financial advisory and/or commercial and investment banking services for us, for which they
received or will receive customary fees and expenses.

Certain of the underwriters or their affiliates are dealers and/or participants under our commercial paper programs and
may receive a portion of the net proceeds of this offering as a result of their ownership of a portion of our outstanding
commercial paper. If any such underwriter, its affiliates and/or associated persons, in the aggregate, receive 5% or
more of the net proceeds of the offering, not including underwriting compensation, the offering will be conducted in
accordance with the applicable requirements of Rule 2720 of the Conduct Rules of the National Association of
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LEGAL MATTERS

Jones Day will pass upon the validity of the notes. Certain legal matters relating to the offering of the notes will be
passed upon for us by Mark E. Kimmel, Esq., our general counsel. Certain legal matters relating to the offering of the
notes will be passed upon for the underwriters by Linklaters LLP, New York.

EXPERTS

The financial statements and management s assessment of the effectiveness of internal control over financial reporting
(which is included in Management s Report on Internal Control over Financial Reporting) incorporated in this
prospectus by reference to the Annual Report on Form 10-K for the year ended December 31, 2009 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting
firm, given on the authority of said firm as experts in auditing and accounting.
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Prospectus

Harsco Corporation
Debt Securities

We intend to offer from time to time our debt securities. We may sell these securities in one or more offerings at
prices and on other terms to be determined at the time of offering.

We will provide the specific terms of the securities to be offered in one or more supplements to this prospectus. You
should read this prospectus and the applicable prospectus supplement carefully before you invest in our securities.
This prospectus may not be used to offer and sell our securities unless accompanied by a prospectus supplement
describing the method and terms of the offering of those offered securities.

We may offer our securities through agents, underwriters or dealers or directly to investors. Each prospectus
supplement will provide the amount, price and terms of the plan of distribution relating to the securities to be sold
pursuant to such prospectus supplement. We will set forth the names of any underwriters or agents in the
accompanying prospectus supplement, as well as the net proceeds we expect to receive from such sale. In addition, the
underwriters, if any, may over-allot a portion of the securities.

Our common stock is listed on the New York Stock Exchange and trades under the ticker symbol HSC on that
exchange. If we decide to seek a listing of any securities offered by this prospectus, we will disclose the exchange or
market on which the securities will be listed, if any, or where we have made an application for listing, if any, in one or
more supplements to this prospectus.

Prior to making a decision about investing in our securities, you should consider carefully any risk factors
contained in a prospectus supplement, as well as the risk factors set forth in our most recently filed annual
report on Form 10-K and other filings we may make from time to time with the Securities and Exchange
Commission. See Risk Factors on page 1.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is September 15, 2010.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission using a
shelf registration process. Under this shelf registration process, we may from time to time sell the securities described
in this prospectus in one or more offerings at prices and on other terms to be determined at the time of offering.

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities,
we will provide a prospectus supplement that will contain more specific information about the terms of that offering.
For a more complete understanding of the offering of the securities, you should refer to the registration statement,
including its exhibits. The prospectus supplement may also add, update or change information contained in this
prospectus. You should read both this prospectus and any prospectus supplement together with additional information
under the heading Where You Can Find Additional Information and Incorporation of Certain Information By
Reference.

You should rely only on the information contained or incorporated by reference in this prospectus and in any
prospectus supplement or in any free writing prospectus that we may provide to you. We have not authorized anyone
to provide you with different information. You should not assume that the information contained in this prospectus,
any prospectus supplement or any document incorporated by reference is accurate as of any date other than the date
mentioned on the cover page of these documents. We are not making offers to sell the securities in any jurisdiction in
which an offer or solicitation is not authorized or in which the person making such offer or solicitation is not qualified
to do so or to anyone to whom it is unlawful to make an offer or solicitation.

References in this prospectus to the terms we, us, our or Harsco or other similar terms mean Harsco Corporation ar
its consolidated subsidiaries, unless we state otherwise or the context indicates otherwise. References in this
prospectus to the term the Company mean Harsco Corporation and any successor thereto.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and
copy any reports, statements and other information filed by us at the SEC s Public Reference Room at 100 F Street,
N.E., Washington, D.C. 20549. Please call 1-800-SEC-0330 for further information on the Public Reference Room.

The SEC maintains an Internet website that contains reports, proxy and information statements and other information
regarding issuers, including us, that file electronically with the SEC. The address for the SEC s website is
www.sec.gov. Information contained on the SEC s website is not part of this prospectus, and the reference to the SEC s
website does not constitute incorporation by reference into this prospectus of the information contained at that site.

Our Internet website address is www.harsco.com. Through this Internet website (found in the Investor Relations link),
we make available, free of charge, our annual reports on Form 10-K, quarterly reports on Form 10-Q and current

reports on Form 8-K, and all amendments to those reports, as soon as reasonably practicable after these reports are
electronically filed or furnished to the SEC. Information contained on or accessible through our website is not part of
this prospectus, and the reference to our website does not constitute incorporation by reference into this prospectus of
the information contained at that site.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to incorporate by reference into this prospectus the information in documents we file with it,
which means that we can disclose important information to you by referring you to those documents. The information
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incorporated by reference is considered to be a part of this prospectus, and information that we file later with the SEC
will automatically update and supersede this information. Any statement contained in any document incorporated or
deemed to be incorporated by reference herein shall be deemed to be modified or superseded for purposes of this
prospectus to the extent that a statement contained
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in or omitted from this prospectus or any accompanying prospectus supplement, or in any other subsequently filed
document which also is or is deemed to be incorporated by reference herein, modifies or supersedes such statement.
Any such statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute
a part of this prospectus.

We incorporate by reference the documents listed below and any future filings we make with the SEC under
Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until the completion of the offering of
securities described in this prospectus:

our annual report on Form 10-K for the year ended December 31, 2009;
our quarterly reports on Form 10-Q for the quarters ended March 31, 2010 and June 30, 2010; and

our current reports on Form 8-K, as filed with the SEC on March 1, 2010, May 3, 2010, July 6, 2010 and
July 14, 2010.

You may obtain copies of these filings without charge by requesting the filings in writing or by telephone at the
following address.

350 Poplar Church Road

Camp Hill, Pennsylvania 17011
Attention: General Counsel
(717) 763-7064

We will not, however, incorporate by reference in this prospectus any documents or portions thereof that are not
deemed filed with the SEC, including any information furnished pursuant to Item 2.02 or Item 7.01 of our current
reports on Form 8-K after the date of this prospectus unless, and except to the extent, specified in such current reports.

We have filed with the SEC a registration statement on Form S-3 under the Securities Act of 1933 covering the
securities to be offered and sold by this prospectus and the applicable prospectus supplement. This prospectus does
not contain all of the information included in the registration statement, some of which is contained in exhibits to the
registration statement. The registration statement, including the exhibits, can be read at the SEC s website or at the
SEC s offices referred to above. Any statement made in this prospectus or the prospectus supplement concerning the
contents of any contract, agreement or other document is only a summary of the actual contract, agreement or other
document. If we have filed any contract, agreement or other document as an exhibit to the registration statement, you
should read the exhibit for a more complete understanding of the document or matter involved. Each statement
regarding a contract, agreement or other document is qualified in its entirety by reference to the actual document.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

The nature of our business and the many countries in which we operate subject us to changing economic, competitive,
regulatory and technological conditions, risks and uncertainties. Some of the statements contained in this prospectus
and the accompanying prospectus supplement or incorporated by reference into this prospectus are forward-looking
statements within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. In
accordance with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, we provide the
following cautionary remarks regarding important factors which, among others, could cause future results to differ
materially from the forward-looking statements, expectations and assumptions expressed or implied herein.
Forward-looking statements contained herein could include, among other things, statements about our management
confidence and strategies for performance; expectations for new and existing products, technologies and
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opportunities; and expectations regarding growth, sales, cash flows, earnings and Economic Value Added (EVA®).
These statements can be identified by the use of such terms as may, could, expect, anticipate, intend, believe
comparable terms.

Factors that could cause results to differ include, but are not limited to: changes in the worldwide business
environment in which we operate, including general economic conditions; changes in currency

iii
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exchange rates, interest rates, commodity and fuel costs and capital costs; changes in the performance of stock and
bond markets that could affect, among other things, the valuation of the assets in our pension plans and the accounting
for pension assets, liabilities and expenses; changes in governmental laws and regulations, including environmental,
tax and import tariff standards; market and competitive changes, including pricing pressures, market demand and
acceptance for new products, services and technologies; unforeseen business disruptions in one or more of the many
countries in which we operate due to political instability, civil disobedience, armed hostilities, public health issues or
other calamities; the seasonal nature of our business; our ability to successfully enter into new contracts and complete
new acquisitions or joint ventures in the timeframe contemplated or at all; the integration of our strategic acquisitions;
the amount and timing of repurchases of our common stock, if any; the ongoing global financial and credit crisis,
which could result in our customers curtailing development projects, construction, production and capital
expenditures, which, in turn, could reduce the demand for our products and services and, accordingly, our sales,
margins and profitability; the financial condition of our customers, including the ability of customers (especially those
that may be highly leveraged and those with inadequate liquidity) to maintain their credit availability; our ability to
successfully implement cost-reduction initiatives; and other risk factors set forth in our most recently filed annual
report on Form 10-K and other filings we may make from time to time with the SEC. See Risk Factors on page 2. We
caution that these factors may not be exhaustive and that many of these factors are beyond our ability to control or
predict. Accordingly, forward-looking statements should not be relied upon as a prediction of actual results.

Any forward-looking statement speaks only as of the date on which such statement is made, and we undertake no duty
to update forward-looking statements, whether as a result of new information, future events or otherwise, except as
may be required by law. In light of these and other uncertainties, the inclusion of a forward-looking statement herein
should not be regarded as a representation by us that our plans and objectives will be achieved.

v
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OUR BUSINESS

Harsco is a diversified, multinational provider of market-leading industrial services and engineered products. Our
operations fall into three reportable segments: Harsco Infrastructure, Harsco Metals and Harsco Rail (formerly
included as a part of the All Other Category), plus an All Other Category labeled Harsco Minerals & Harsco
Industrial.

The Company was incorporated as a Delaware corporation in 1956. Our executive offices are located at 350 Poplar
Church Road, Camp Hill, Pennsylvania 17011. Our main telephone number is (717) 763-7064, and our Internet
website address is www.harsco.com. Information contained on or accessible through our website is not part of this
prospectus, and the reference to our website does not constitute incorporation by reference into this prospectus of the
information contained at that site.

RISK FACTORS

An investment in our securities involves risk. Prior to making a decision about investing in our securities, and in
consultation with your own financial and legal advisors, you should carefully consider any risk factors contained in a
prospectus supplement, as well as the risk factors set forth in our most recently filed annual report on Form 10-K

under the heading Risk Factors and other filings we may make from time to time with the SEC. You should also refer
to the other information in this prospectus and any applicable prospectus supplement, including our financial

statements and the related notes incorporated by reference into this prospectus.

USE OF PROCEEDS

Unless otherwise indicated in any applicable prospectus supplement or other offering materials, we intend to use the
net proceeds from the sale of our securities to which this prospectus relates for general corporate purposes. General
corporate purposes may include repayment of debt, acquisitions, investments, additions to working capital, capital
expenditures and advances to or investments in our subsidiaries. Pending any specific application, we may invest net
proceeds in short-term marketable securities or apply them to the reduction of short-term debt.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of consolidated earnings to fixed charges for the periods presented:

Six Months Ended
June 30, Year Ended December 31,
2010(1) 2009(1) 2008(1) 2007(1) 2006(2) 2005(2)
2.14 2.59 3.79 3.87 3.77 3.63

(1) Does not include interest related to uncertain tax position obligations.
(2) Pre-tax income from continuing operations (net of minority interest in net income) retrospectively revised to

reflect the Gas Technologies business group as a discontinued operation. Portion of rentals revised to include
recurring short-term rentals in the Harsco Infrastructure Segment.
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Fixed charges represent interest expense, amortization of debt expense and any discount or premium related to
indebtedness, capitalized interest and the portion of rental expense representing the interest factor for continuing and
discontinued operations. Earnings represent the sum of pre-tax income from continuing operations before adjustment
for income or loss from equity investees, fixed charges, amortization of capitalized interest and distributed income of
equity method investees, less interest capitalized and the noncontrolling interest in pre-tax income of subsidiaries that
have not incurred fixed charges.
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DESCRIPTION OF DEBT SECURITIES

The following is a general description of the debt securities that the Company may offer from time to time under this
prospectus. The financial terms and other specific terms of the debt securities being offered will be described in a
prospectus supplement relating to the issuance of those securities. Those terms may vary from the terms described
herein. Although the debt securities that the Company may offer include debt securities denominated in United States
dollars, the Company also may choose to offer debt securities in any other currency, including the euro.

The debt securities will be governed by an indenture between the Company and a financial institution acting as the
trustee. The trustee can enforce your rights against the Company if the Company defaults. There are some limitations

on the extent to which the trustee acts on your behalf, as described under Events of Default Remedies If an Event of
Default Occurs. Additionally, the trustee performs administrative duties for the Company.

Because this section is a summary, it does not describe every aspect of the debt securities that the Company may offer
pursuant to this prospectus. This summary also is subject to and qualified by reference to the description of the
particular terms of the debt securities and the indenture described in the related prospectus supplement, including
definitions used in the indenture. The particular terms of the debt securities that the Company may offer under this
prospectus and the indenture may vary from the terms described below.

General

The debt securities that the Company may offer under this prospectus will be issued under an indenture between the
Company and Wells Fargo Bank, National Association, as trustee.

The indenture will be governed by New York law, without regard to conflicts of laws principles thereof. A copy of a
form of the senior indenture has been filed as an exhibit to the registration statement of which this prospectus is a part.
See Where You Can Find More Information for information on how to obtain a copy of the indenture.

The Company may offer the debt securities from time to time in as many distinct series as it may choose. All debt
securities will be direct, unsecured obligations of the Company. Any senior debt securities that the Company offers
under this prospectus will have the same rank as all of the Company s other unsecured and unsubordinated debt. The
indenture will not limit the amount of debt that the Company may issue under the indenture. The indenture also will
not limit the amount of other unsecured debt or other securities that the Company or its subsidiaries may issue.

The Company s primary sources of payment for its payment obligations under the debt securities will be revenues from
its operations and investments and cash distributions from its subsidiaries. The Company s subsidiaries are separate
and distinct legal entities and have no obligation whatsoever to pay any amounts due on debt securities issued by the
Company or to make funds available to the Company. The ability of the Company s subsidiaries to pay dividends or
make other payments or advances to the Company will depend upon their operating results and will be subject to
applicable laws and contractual restrictions. The indenture does not restrict the Company s subsidiaries from entering
into agreements that prohibit or limit their ability to pay dividends or make other payments or advances to the
Company.

To the extent that the Company must rely on cash from its subsidiaries to pay amounts due on the debt securities, the
debt securities will be effectively subordinated to all liabilities of the Company s subsidiaries, including their trade
payables. Accordingly, the Company s subsidiaries may be required to pay all of their creditors in full before their
assets are available to the Company. Even if the Company is recognized as a creditor of its subsidiaries, the Company s
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claims would be effectively subordinated to any security interests in their assets and also could be subordinated to
some or all other claims on their assets and earnings.

Other than the restrictions described below or any restrictions described in an applicable prospectus supplement, the
indenture and the debt securities that the Company may offer under this prospectus will not contain any covenants or

other provisions designed to protect holders of the debt securities if the Company

2
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participates in a highly leveraged transaction. Other than the restrictions described below or any restrictions described
in an applicable prospectus supplement, the indenture and the debt securities that the Company may offer under this
prospectus also will not contain provisions that give holders of the debt securities the right to require the Company to
repurchase their debt securities if the Company s credit ratings decline due to a takeover, recapitalization or similar
restructuring or otherwise.

You should look in the applicable prospectus supplement for the following terms of the debt securities being offered:

the title of the debt securities;

if other than United States dollars, the currency in which the debt securities may be purchased and the currency
in which principal, premium, if any, and interest will be paid;

the total principal amount of the debt securities;
the price at which the debt securities will be issued;

the date or dates on which the debt securities will mature and the right, if any, to extend the maturity date or
dates;

the annual rate or rates, if any, at which the debt securities will bear interest, including the method of
calculating interest if a floating rate is used;

the date or dates from which the interest will accrue, the interest payment dates on which the interest will be
payable or the manner of determination of the interest payment dates and the record dates for the determination
of holders to whom interest is payable;

the place or places where principal, any premium and interest will be payable;

any redemption, repayment or sinking fund provision;

the application, if any, of defeasance provisions to the debt securities;

if other than the entire principal amount, the portion of the debt securities that would be payable upon
acceleration of the maturity of the debt securities;

any obligation the Company may have to redeem, purchase or repay the debt securities at the option of a holder
upon the happening of any event and the terms and conditions of redemption, repurchase or repayment;

the form of debt securities, including whether the Company will issue the debt securities in individual
certificates to each holder or in the form of temporary or permanent global securities held by a depositary on

behalf of holders;

if the amount of payments of principal of, premium, if any, or interest on the debt securities may be determined
by reference to an index, the manner in which that amount will be determined;

any additional covenants applicable to the debt securities;

any additional events of default applicable to the debt securities;
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the terms of subordination, if applicable;
the terms of conversion or exchange, if applicable;
any material provisions described in this prospectus that do not apply to the debt securities; and

any other material terms of the debt securities, including any additions to the terms described in this
prospectus, and any terms which may be required by or advisable under applicable laws or regulations.
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Debt securities bearing no interest or interest at a rate that is below the prevailing market rate may be sold at a
discount below their stated principal amount. Special United States federal income tax and other special
considerations applicable to any discounted debt securities, or to debt securities issued at face value which are treated
as having been issued at a discount for United States federal income tax purposes, will be described in the applicable
prospectus supplement.

In addition to the debt securities that the Company may offer pursuant to this prospectus, the Company may issue
other debt securities in public or private offerings from time to time. These other debt securities may be issued under
other indentures or documentation that are not described in this prospectus, and those debt securities may contain
provisions materially different from the provisions applicable to one or more issues of debt securities offered pursuant
to this prospectus.

Restrictive Covenants

The Company will agree in the indenture to certain covenants for the benefit only of holders of the debt securities
governed by the indenture. The covenants summarized below will apply to each series of debt securities issued
pursuant to the indenture as long as any of those debt securities are outstanding, unless waived, amended or the
prospectus supplement states otherwise.

Payment. The Company will pay principal of and premium, if any, and interest on the debt securities at the place and
time described in the debt securities. Unless otherwise provided in the applicable prospectus supplement, the
Company will pay interest on any debt security to the person in whose name that security is registered at the close of
business on the regular record date for that interest payment.

Any money deposited with the trustee or any paying agent for the payment of principal of or any premium or interest
on any debt security that remains unclaimed for two years after that amount has become due and payable will be paid
to the Company at its request. After this occurs, the holder of that security must look only to the Company for
payment of that amount and not to the trustee or paying agent.

Merger and Consolidation. The Company will not merge or consolidate with any other entity or sell or convey all or
substantially all of its assets to any person, firm, corporation or other entity, except that the Company may merge or
consolidate with, or sell or convey all or substantially all of its assets to, any other entity if:

the Company is the continuing entity or the successor entity (if other than the Company) is organized and
existing under the laws of the United States of America, a State thereof or the District of Columbia and the
successor entity expressly assumes payment of the principal and interest on all the debt securities, and the
performance and observance of all of the covenants and conditions of the indenture to be performed by the
Company; and

there is no default under the indenture.
Upon such a succession, the Company will be relieved from any further obligations under the indenture.
Waiver of Certain Covenants. Unless otherwise provided in an applicable prospectus supplement, the Company may,
with respect to the debt securities of any series, omit to comply with any covenant provided in the terms of those debt

securities if, before the time for such compliance, holders of at least a majority in principal amount of the outstanding
debt securities of that series waive such compliance in that instance or generally.
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Events of Default

You will have special rights if an Event of Default occurs and is not cured, as described later in this subsection. Unless
described otherwise in an applicable prospectus supplement, the term Event of Default means any of the following
with respect to an issue of debt securities offered under this prospectus:

the Company does not pay interest on an issue of debt securities within 30 days of the due date;
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the Company does not pay the principal of, or premium, if any, on an issue of debt securities on the applicable
due date;

the Company does not pay any sinking fund installment on an issue of debt securities within 30 days of the due
date;

the Company remains in breach of any other covenant or warranty in the debt securities of such series or in the
indenture for 90 days after it receives a notice of default stating that it is in breach, as provided in the
indenture;

certain events of bankruptcy, insolvency or reorganization occur; or
any other Event of Default described in the applicable prospectus supplement occurs.

Remedies If an Event of Default Occurs. Unless provided otherwise in an applicable prospectus supplement, if an

Event of Default has occurred and continues with respect to an issue of debt securities, the trustee or the holders of not
less than 25% in principal amount of the debt securities of the affected series, in accordance with the terms of the
indenture, may declare the entire principal amount of all of the debt securities of the affected series to be due and
immediately payable. This is called a declaration of acceleration of maturity. Under some circumstances, a declaration
of acceleration of maturity may be canceled by the holders of at least a majority in principal amount of the debt
securities of that series.

The trustee generally is not required to take any action under the indenture at the request of any holders unless one or
more of the holders have provided to the trustee security or indemnity reasonably satisfactory to it.

If reasonable protection from expenses and liabilities is provided, the holders of a majority in principal amount of the
outstanding debt securities of the relevant series may direct the time, method and place of conducting any lawsuit or
other formal legal action seeking any remedy available to the trustee and to waive certain past defaults regarding the
relevant series. The trustee may refuse to follow those directions in some circumstances.

If an Event of Default occurs and is continuing regarding a series of debt securities, the trustee may use any sums that
it holds under the indenture for its own reasonable compensation and expenses incurred prior to paying the holders of
debt securities of that series.

Before any holder of any series of debt securities may institute action for any remedy, except payment on such holder s
debt security when due, the holders of not less than 25% in principal amount of the debt securities of that series
outstanding must request in writing that the trustee take action. Holders must also offer and give the trustee such
security and indemnity reasonably satisfactory to it against liabilities incurred by the trustee for taking such action.

The trustee may, but shall not be obligated to, take such action that affects the trustee s own rights, duties or
immunities under the indenture.

Street Name and other indirect holders should consult their banks or brokers for information on how to give notice or
direction to or make a request of the trustee and to make or cancel a declaration of acceleration.

The Company will furnish every year to the trustee a written statement of certain of its officers certifying that, to their

knowledge, the Company is in compliance with the indenture and the debt securities offered pursuant to the indenture,
or else specifying any default.
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An Event of Default regarding one series of debt securities issued under the indenture is not necessarily an Event of
Default regarding any other series of debt securities.

Satisfaction and Discharge; Defeasance and Covenant Defeasance
The following discussion of satisfaction and discharge, defeasance and covenant defeasance will be applicable to a
series of debt securities only if the Company chooses to have them apply to that series. If the Company does so

choose, it will state that in the applicable prospectus supplement.

5

Table of Contents 66



Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Table of Contents
Satisfaction and Discharge. The indenture will be satisfied and discharged if:
the Company delivers to the trustee all debt securities then outstanding for cancellation; or

all debt securities not delivered to the trustee for cancellation have become due and payable, are to become due
and payable within one year or are to be called for redemption within one year and the Company deposits an
amount sufficient to pay the principal, premium, if any, and interest to the date of maturity, redemption or
deposit (in the case of debt securities that have become due and payable), provided that in either case the
Company has paid all other sums payable under the indenture.

Defeasance and Covenant Defeasance. The indenture provides, if such provision is made applicable to the debt
securities of a series, that:

the Company may elect either:

to defease and be discharged from any and all obligations with respect to any debt security of such series
(except for the obligations to register the transfer or exchange of such debt security, to replace temporary or
mutilated, destroyed, lost or stolen debt securities, to maintain an office or agency in respect of the debt
securities and to hold moneys for payment in trust) ( defeasance ); or

to be released from its obligations with respect to the restrictions described above under ~ Restrictive
Covenants together with additional covenants that may be included for a particular series; and

the Events of Default described in the third, fourth and sixth bullets under Events of Default, shall not be
Events of Default under the indenture with respect to such series ( covenant defeasance ), upon the deposit with
the trustee (or other qualifying trustee), in trust for such purpose, of money certain United States government
obligations and/or, in the case of debt securities denominated in United States dollars, certain state and local
government obligations which through the payment of principal and interest in accordance with their terms will
provide money, in an amount sufficient to pay the principal of (and premium, if any) and interest on such debt
security, on the scheduled due dates. Such amount must be deemed sufficient by a nationally recognized firm

of independent public accountants expressed in a written certification thereof delivered to the trustee.

In the case of defeasance, the holders of such debt securities are entitled to receive payments in respect of such debt
securities solely from such trust. Such a trust may only be established if, among other things, the Company has
delivered to the trustee an opinion of counsel (as specified in the indenture) to the effect that the holders of the debt
securities affected thereby will not recognize income, gain or loss for United States federal income tax purposes as a
result of such defeasance or covenant defeasance and will be subject to United States federal income tax on the same
amounts, in the same manner and at the same times as would have been the case if such defeasance or covenant
defeasance had not occurred. Such opinion of counsel, in the case of defeasance described above, must refer to and be
based upon a ruling of the Internal Revenue Service or a change in applicable United States federal income tax law
occurring after the date of the indenture.

Modification and Waiver
The indenture contains provisions permitting the Company and the trustee to modify the indenture or enter into or
modify any supplemental indenture without the consent of the holders of the debt securities in regard to matters as will

not adversely affect the interests of the holders of the debt securities in any material respects, including, without
limitation, the following:
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to evidence the succession of another corporation to the Companys;

to add to the Company s covenants further covenants for the benefit or protection of the holders of any or all
series of debt securities or to surrender any right or power conferred upon the Company by the indenture;

to add any additional events of default with respect to all or any series of debt securities;
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to add to or change any of the provisions of the indenture to facilitate the issuance of debt securities in bearer
form with or without coupons, or to permit or facilitate the issuance of debt securities in uncertificated form;

to add to, change or eliminate any of the provisions of the indenture in respect of one or more series of debt
securities thereunder, under certain conditions designed to protect the rights of any existing holder of those
debt securities;

to secure all or any series of debt securities;

to add guarantors in respect of any series of debt securities or to release guarantors from their guarantees of
debt securities;

to establish the forms or terms of the debt securities of any series;

to evidence the appointment of a successor trustee and to add to or change provisions of the indenture
necessary to provide for or facilitate the administration of the trusts under the indenture by more than one
trustee; or

to cure any ambiguity, to correct or supplement any provision of the indenture which may be defective or
inconsistent with another provision of the indenture or to make other amendments that do not adversely affect
the interests of the holders of any series of debt securities in any material respect.

The Company and the trustee may otherwise modify the indenture or any supplemental indenture with the consent of
the holders of not less than a majority in aggregate principal amount of each series of debt securities affected thereby
at the time outstanding, except that no such modifications shall, without the consent of the holder of each debt security
affected thereby:

extend the fixed maturity of any debt securities or any installment of interest or premium on any debt
securities, or reduce the principal amount thereof or reduce the rate of interest or premium payable upon
redemption, or reduce the amount of principal of an original issue discount debt security or any other debt
security that would be due and payable upon a declaration of acceleration of the maturity thereof, or change the
currency in which the debt securities are payable or impair the right to institute suit for the enforcement of any
payment after the stated maturity thereof or the redemption date, if applicable, or adversely affect any right of
the holder of any debt security to require the Company to repurchase that security;

reduce the percentage of debt securities of any series, the consent of the holders of which is required for any
waiver or supplemental indenture;

modify the provisions of the indenture relating to the waiver of past defaults or the waiver or certain covenants
or the provisions described in this section, except to increase any percentage set forth in those provisions or to
provide that other provisions of the indenture may not be modified without the consent of the holder of each
debt security affected therebys;

change any obligation of the Company to maintain an office or agency;

change any obligation of the Company to pay additional amounts;

adversely affect the right of repayment or repurchase at the option of the holder; or
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reduce or postpone any sinking fund or similar provision.

With respect to any vote of holders of a series of debt securities, the Company will generally be entitled to set any day
as a record date for the purpose of determining the holders of outstanding debt securities that are entitled to vote or
take other action under the indenture.

Street Name and other indirect holders should consult their banks or brokers for information on how approval may be
granted or denied if the Company seeks to change the indenture or debt securities or requests a waiver.

7

Table of Contents 70



Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Table of Contents
Street Name and Other Indirect Holders

Investors who hold securities in accounts at banks or brokers, which is referred to as holding in Street Name, generally
will not be recognized by the Company as legal holders of debt securities. Instead, the Company would recognize only
the bank or broker, or the financial institution that the bank or broker uses to hold its securities. These intermediary
banks, brokers and other financial institutions pass along principal, interest and other payments on the debt securities,
either because they agree to do so in their customer agreements or because they are legally required to. If you hold

debt securities in  Street Name, you should check with your own institution to find out:

how it handles payments and notices;
whether it imposes fees or charges;
how it would handle voting if applicable;

whether and how you can instruct it to send you debt securities registered in your own name so you can be a
direct holder as described below; and

if applicable, how it would pursue rights under your debt securities if there were a default or other event
triggering the need for holders to act to protect their interests.

Direct Holders

The Company s obligations, as well as the obligations of the trustee and those of any third parties employed by the
Company or the trustee, run only to persons who are registered as holders of debt securities issued under the

indenture. As noted above, the Company does not have obligations to you if you hold in Street Name or other indirect
means, either because you choose to hold debt securities in that manner or because the debt securities are issued in the
form of global securities as described below. For example, once the Company makes payment to the registered holder,
the Company has no further responsibility for the payment even if that holder is legally required to pass the payment
along to you as a Street Name customer but does not do so.

Global Securities

Global Securities. A global security is a special type of indirectly held debt security as described above under Street
Name and Other Indirect Holders. If the Company chooses to issue debt securities in the form of global securities, the
ultimate beneficial owners can only hold the debt securities in Street Name. The Company would do this by requiring
that the global security be registered in the name of a financial institution it selects and by requiring that the debt
securities included in the global security not be transferred to the name of any other direct holder unless the special
circumstances described below occur. The financial institution that acts as the sole direct holder of the global security

is called the depositary. Any person wishing to own a debt security issued in the form of a global security must do so
indirectly by virtue of an account with a broker, bank or other financial institution that in turn has an account with the
depositary. The applicable prospectus supplement will indicate whether a series of debt securities will be issued only

in the form of global securities and, if so, will describe the specific terms of the arrangement with the depositary.

Special Investor Considerations for Global Securities. As an indirect holder, an investor s rights relating to a global
security will be governed by the account rules of the investor s financial institution and of the depositary, as well as
general laws relating to securities transfers. The Company does not recognize this type of investor as a holder of debt
securities and instead deals only with the depositary that holds the global security.
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An investor should be aware that if a series of debt securities is issued only in the form of global securities:
the investor cannot get debt securities of that series registered in his or her own name;
the investor cannot receive physical certificates for his or her interest in the debt securities of that series;
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the investor will be a Street Name holder and must look to his or her own bank or broker for payments on the
debt securities of that series and protection of his or her legal rights relating to the debt securities of that series,
as described under Street Name and Other Indirect Holders ;

the investor may not be able to sell interests in the debt securities of that series to some insurance companies
and other institutions that are required by law to own their securities in the form of physical certificates; and

the depositary s policies will govern payments, transfers, exchange and other matters relating to the investor s
interest in the global security. The Company and the trustee have no responsibility for any aspect of the
depositary s actions or for its records of ownership interests in the global security. The Company and the trustee
also do not supervise the depositary in any way.

Special Situations When the Global Security Will be Terminated. In a few special situations, a global security will

terminate, and interests in it will be exchanged for physical certificates representing debt securities. After that

exchange, the choice of whether to hold debt securities directly or in Street Name will be up to the investor. Investors

must consult their own bank or brokers to find out how to have their interests in debt securities transferred to their

own name, so that they will be direct holders. The rights of Street Name investors and direct holders in debt securities

have been previously described in subsections entitled Street Name and Other Indirect Holders and  Direct Holders.

The special situations for termination of a global security are:

when the depositary notifies us that it is unwilling, unable or no longer qualified to continue as depositary, and
the Company does not appoint a successor depositary;

when an Event of Default on the series of debt securities has occurred and has not been cured; and
at any time if the Company decides to terminate a global security.

The applicable prospectus supplement may also list additional situations for terminating a global security that would
apply only to the particular series of debt securities covered by the prospectus supplement. When a global security
terminates, only the depositary is responsible for deciding the names of the institutions that will be the initial direct
holders.

Form, Exchange, Registration and Transfer

Unless the Company informs you otherwise in an applicable prospectus supplement, the Company will issue the debt
securities offered pursuant to this prospectus in registered form, without interest coupons, and only in denominations
of $1,000 and multiples of $1,000. The Company will not charge a service charge for any registration of transfer or
exchange of the debt securities offered pursuant to this prospectus. The Company may, however, require the payment
of any tax or other governmental charge payable for that registration.

Debt securities of any series will be exchangeable for other debt securities of the same series, the same total principal
amount and the same terms but in different authorized denominations in accordance with the terms of the indenture.
Holders may present debt securities for registration of transfer at the office of the security registrar or any transfer
agent the Company designates. The security registrar or transfer agent will effect the transfer or exchange when it is
satisfied with the documents of title and identity of the person making the request.
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The Company will appoint the trustee under the indenture as security registrar for the debt securities issued under the
indenture. If a prospectus supplement refers to any transfer agents initially designated by the Company, the Company
may at any time rescind that designation or approve a change in the location through which any transfer agent acts.
The Company is required to maintain an office or agency for transfers and exchanges in each place of payment with
respect to debt securities it may offer under the indenture. The Company may at any time designate additional transfer
agents for any series of debt securities.

In the case of any redemption of debt securities offered under this prospectus, neither the security registrar nor the
transfer agent will be required to register the transfer or exchange of any debt security during

9

Table of Contents 74



Edgar Filing: CHEMBIO DIAGNOSTICS, INC. - Form 424B3

Table of Contents

a period beginning 15 business days prior to the mailing of the relevant notice of redemption and ending on the close

of business on the day of mailing of the notice, except the unredeemed portion of any debt security being redeemed in
part.

Pursuant to the terms of the indenture, each person in whose name the debt securities are registered agrees to

indemnify the Company and the trustee against any and all liability that may result from the transfer, exchange or
assignment of such person s debt securities in violation of any provision of the indenture and/or applicable U.S. federal
or state securities laws.

Payment and Paying Agents

Unless the Company informs you otherwise in the applicable prospectus supplement:

payments on a series of debt securities will be made in United States dollars by check mailed to the holder s
registered address or, with respect to global securities, by wire transfer;

the Company will make interest payments to the person in whose name the debt security is registered at the
close of business on the record date for the interest payment; and

the trustee will be designated as the Company s paying agent for payments on debt securities issued under the

indenture. The Company may at any time designate additional paying agents or rescind the designation of any

paying agent or approve a change in the office through which any paying agent acts.
Subject to the requirements of any applicable abandoned property laws, the trustee and paying agent will pay to the
Company upon written request any money held by them for payments on the debt securities that remain unclaimed for
two years after the date when the payment was due. After payment to the Company, holders entitled to the money
must look to the Company for payment. In that case, all liability of the trustee or paying agent with respect to that
money will cease.

PLAN OF DISTRIBUTION

The Company may sell the offered securities in and outside the United States:

to or through underwriters or dealers;

directly to purchasers;

through agents; or

through a combination of any of these methods.
The prospectus supplement will include the following information:

the terms of the offering;

the names of any underwriters or agents;

the name or names of any managing underwriter or underwriters;
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the purchase price or initial public offering price of the securities;

the net proceeds from the sale of the securities;

any delayed delivery arrangements;

any underwriting discounts, commissions and other items constituting underwriters compensation;
any discounts or concessions allowed or reallowed or paid to dealers;

any commissions paid to agents; and

any securities exchanges on which the securities may be listed.
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Sale through Underwriters or Dealers

If underwriters are used in the sale, the Company will execute an underwriting agreement with them regarding the
securities. The underwriters will acquire the securities for their own account, subject to conditions in the underwriting
agreement. The underwriters may resell the securities from time to time in one or more transactions, including
negotiated transactions, at a fixed public offering price or at varying prices determined at the time of sale.
Underwriters may offer the securities to the public either through underwriting syndicates represented by one or more
managing underwriters or directly by one or more firms acting as underwriters. Unless we inform you otherwise in the
prospectus supplement, the obligations of the underwriters to purchase the securities will be subject to certain
conditions, and the underwriters will be obligated to purchase all the offered securities if they purchase any of them.
The underwriters may change from time to time any initial public offering price and any discounts or concessions
allowed or reallowed or paid to dealers.

During and after an offering through underwriters, the underwriters may purchase and sell the securities in the open
market. To the extent expressly set forth in the applicable prospectus supplement, these transactions may include
over-allotment and stabilizing transactions and purchases to cover syndicate short positions created in connection with
the offering. The underwriters may also impose a penalty bid, which means that selling concessions allowed to
syndicate members or other broker-dealers for the offered securities sold for their account may be reclaimed by the
syndicate if the offered securities are repurchased by the syndicate in stabilizing or covering transactions. These
activities may stabilize, maintain or otherwise affect the market price of the offered securities, which may be higher
than the price that might otherwise prevail in the open market. If commenced, the underwriters may discontinue these
activities at any time.

Some or all of the securities that the Company offers though this prospectus may be new issues of securities with no
established trading market. Any underwriters to whom the Company sells its securities for public offering and sale
may make a market in those securities, but they will not be obligated to do so and they may discontinue any market
making at any time without notice. Accordingly, we cannot assure you of the liquidity of, or continued trading
markets for, any securities that the Company offers.

If dealers are used in the sale of the securities, the Company will sell the securities to them as principals. They may
then resell the securities to the public at varying prices determined by the dealers at the time of resale. We will include
in the prospectus supplement the names of the dealers and the terms of the transaction.

Direct Sales and Sales through Agents

The Company may sell the securities directly to purchasers. In this case, no underwriters or agents would be involved.
The Company may also sell the securities through agents designated from time to time. In the applicable prospectus
supplement, we will name any agent involved in the offer or sale of the offered securities, and we will describe any
commissions payable to the agent. Unless we inform you otherwise in the applicable prospectus supplement, any
agent will agree to use its reasonable best efforts to solicit purchases for the period of its appointment.

The Company may sell the securities directly to institutional investors or others who may be deemed to be
underwriters within the meaning of the Securities Act with respect to any sale of those securities. We will describe the

terms of any sales of these securities in the applicable prospectus supplement.

Remarketing Arrangements
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Offered securities may also be offered and sold, if so indicated in the applicable prospectus supplement, in connection
with a remarketing upon their purchase, in accordance with a redemption or repayment pursuant to their terms, or
otherwise, by one or more remarketing firms, acting as principals for their own accounts or as agents for us. Any
remarketing firm will be identified and the terms of its agreements, if any, with us and its compensation will be
described in the applicable prospectus supplement.
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Delayed Delivery Contracts

If we so indicate in the prospectus supplement, we may authorize agents, underwriters or dealers to solicit offers from
certain types of institutions to purchase securities from us at the public offering price under delayed delivery contracts.
These contracts would provide for payment and delivery on a specified date in the future. The contracts would be
subject only to those conditions described in the prospectus supplement. The prospectus supplement will describe the
commission payable for solicitation of those contracts.

General Information

We may have agreements with the agents, dealers, underwriters and remarketing firms to indemnify them against
certain civil liabilities, including liabilities under the Securities Act, or to contribute with respect to payments that the
agents, dealers, underwriters or remarketing firms may be required to make. Agents, dealers, underwriters and
remarketing firms may be customers of, engage in transactions with or perform services for us in the ordinary course
of their businesses.

LEGAL MATTERS
Jones Day will pass upon the validity of the issuance of the securities offered hereby.
EXPERTS

The financial statements and management s assessment of the effectiveness of internal control over financial reporting
(which is included in Management s Report on Internal Control over Financial Reporting) incorporated in this
prospectus by reference to the Annual Report on Form 10-K for the year ended December 31, 2009 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting
firm, given on the authority of said firm as experts in auditing and accounting.
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