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(Address of Principal Executive Offices) (Zip Code)

(212) 330-8500

(Registrant’s Telephone Number, including Area Code)

Michael Feldschuh Copy to:
Daxor Corporation Peter D. Fetzer
350 Fifth Avenue (Empire State Building) Foley & Lardner LLP
Suite 4740 777 East Wisconsin Avenue
New York, New York 10118 Milwaukee, Wisconsin 53202
(Name and Address of Agent for Service)

Approximate Date of Proposed Public Offering: From time to time after the effective date of this Registration
Statement.

[X]
Check box if any securities being registered on this form will be offered on a delayed or continuous basis in
reliance on Rule 415 under the Securities Act of 1933, other than securities offered in connection with a dividend
reinvestment plan.

It is proposed that this filing will become effective (check appropriate box):

[X]When declared effective pursuant to section 8(c).

If appropriate, check the following box:

[  ]This [post-effective] amendment designates a new effective date for a previously filed [post-effective amendment][registration statement].

[  ]
This form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act
and the Securities Act registration statement number of the earlier effective registration statement for the same
offering is __________.

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933
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Title of Securities
Being Registered

Amount
Being
Registered

Proposed
Maximum
Offering
Price
Per Unit

Proposed
Maximum
Aggregate
Offering
Price (1)

Amount of
Registration
Fee

Common Stock, par value $0.01 per share (1 ) (2 ) $28,000,000(3) $ 3,486 (4)

(1)

There are being registered hereunder a presently indeterminate number of shares of common stock to be offered on
an immediate, continuous or delayed basis. Pursuant to General Instruction I.B.6. of Form S-3, if the aggregate
market value of the Registrant’s outstanding voting and non-voting common equity held by non-affiliates of the
Registrant does not equal or exceed $75 million subsequent to the effective date of this registration statement, then
the aggregate offering price of all of securities that the Registrant may issue pursuant to this registration statement
in any 12-month period may not exceed one-third of the aggregate market value of the voting and non-voting
common equity held by non-affiliates of the Registrant.

(2)The proposed maximum offering price per share will be determined, from time to time, by the Registrant inconnection with the sale by the Registrant of the securities registered under this registration statement.

(3)Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(o) under the Securities Actof 1933, as amended.

(4)Paid previously.

The Registrant hereby amends this registration statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
registration statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until this registration statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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EXPLANATORY NOTE

This Amendment No. 5 to Form N-2 Registration Statement is being filed to respond to comments of the Staff of the
Securities and Exchange Commission.
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The information in this Prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This Prospectus is
not an offer to sell these securities, and it is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

Preliminary PROSPECTUS subject to completion, Dated august 16, 2018

BASE PROSPECTUS

$28,000,000

Daxor Corporation

Common Stock

Daxor Corporation is an investment company with medical instrumentation and biotechnology operations. While the
company is not primarily engaged in the business of investing, reinvesting, owning, holding or trading in securities,
the company is dependent upon earnings from its investment portfolio to fund operations and has registered as a
closed-end investment company under the Investment Company Act of 1940, as amended. While Daxor Corporation is
registered as a closed-end investment company, it has always conducted its business as an operating company and has
never been in, or held itself out to be in, the business of investing, reinvesting, owning, holding or trading in
securities.

Our major focus is the development of the BVA-100 ® Blood Volume Analyzer, an instrument that rapidly and
accurately measures human blood volume. This instrument is used in conjunction with Volumex ®, a single-use
radiopharmaceutical diagnostic injection and collection kit. We also own the Daxor Oak Ridge Operations (DORO)
facility in Oak Ridge, Tennessee, which manufactures, tests, and develops next-generation models of the BVA-100 ®.

We may offer shares of our common stock, par value $0.01 per share, from time to time under this prospectus,
together with any applicable prospectus supplement, at prices and on terms to be determined by market conditions at
the time of offering. This prospectus provides you with a description of the common stock we may offer. Each time
we offer securities, we will provide a prospectus supplement that will describe the specific amounts, prices and other
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important terms of the offering. During any 12-month period, the aggregate market value of securities we may offer
may not exceed one third of the aggregate market value of voting and non-voting common equity held by persons who
are not affiliates of our company.

In addition, we are registering shares of our common stock for resale by the selling shareholder named in this
prospectus, or its transferees, pledges, donees or successors. We will not receive any proceeds from the sale of these
shares, although we have paid the expenses of preparing this prospectus and the related registration statement.

Holders of our common stock are entitled to dividends as our board of directors may declare from time to time out of
legally available funds. Each holder of our common stock is entitled to one vote per share. Our common stock is
described in greater detail in this prospectus under “Daxor Corporation Common Stock”.

A prospectus supplement that we may authorize to be provided to you may also add, update or change information
contained in this prospectus or in documents we have incorporated by reference. However, no prospectus supplement
will offer a security that is not registered and described in this prospectus at the time of the effectiveness of the
registration statement of which this prospectus is a part.
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We may offer shares of common stock (1) directly to one or more purchasers, (2) through agents that we may
designate from time to time or (3) to or through underwriters or dealers. We, and our underwriters or agents, reserve
the right to accept or reject all or part of any proposed purchase of securities. If we do offer securities through
underwriters or agents, we will include in the applicable prospectus supplement: (1) the names of those underwriters
or agents; (2) applicable fees, discounts and commissions to be paid to them; (3) details regarding over-allotment
options, if any; and (4) the net proceeds to us.

You should rely only on the information that we have provided or incorporated by reference in this prospectus, and
any applicable prospectus supplement that we may authorize to be provided to you. We have not authorized any
dealer, salesman or other person to give any information or to make any representation other than those contained or
incorporated by reference in this prospectus, and any applicable prospectus supplement. You must not rely upon any
information or representation not contained or incorporated by reference in this prospectus, and the accompanying
prospectus supplement. We take no responsibility for, and can provide no assurance as to the reliability of, any other
information that others may give you.

This prospectus and the accompanying supplement to this prospectus do not constitute an offer to sell or the
solicitation of an offer to buy any securities other than the registered securities to which they relate, nor do this
prospectus and the accompanying supplement to this prospectus constitute an offer to sell or the solicitation of an
offer to buy securities in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in
such jurisdiction. You should not assume that the information contained in this prospectus and any applicable
prospectus supplement is accurate on any date subsequent to the date set forth on the front of the document or that any
information we have incorporated by reference therein is correct on any date subsequent to the date of the document
incorporated by reference, even though this prospectus and any applicable prospectus supplement is delivered or the
applicable securities are sold on a later date.

Our common stock has continuously been traded since its initial public offering. The company’s common stock is
traded on the NYSE American Exchange under the symbol DXR.

There are risks involved in investing in the Daxor Corporation’s stock. See the “Risk Factors” section beginning
on page 8 of this prospectus.

This prospectus sets forth concisely the information about Daxor Corporation that a prospective investor ought to
know before investing. This prospectus should be retained for future reference. Additional information about the
company, in the form of a Statement of Additional Information, dated as of the date of this prospectus, is incorporated
herein by reference. You may request a free copy of the Statement of Additional Information, the table of contents of
which is on page 27 of this prospectus, or request other information about the company (including our annual and
semi-annual reports) or make shareholder inquiries by calling (888) 774-3268 or by writing us at 350 Fifth Avenue
(Empire State Building), Suite 4740, New York, New York 10118, Attention Corporate Secretary; or you may obtain
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a copy (and other information regarding the company) from the SEC’s website (www.sec.gov). Free copies of our
reports and the SAI will also be available from our website at www.Daxor.com.

The date of this prospectus is August [●], 2018.

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.
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You should rely only on the information included or incorporated by reference in this prospectus. Daxor
Corporation has not authorized anyone to provide you with different information. If anyone provides you with
different or inconsistent information, you should not rely on it. You should not assume that the information
included in this prospectus is accurate as of any date other than the date on the front of this prospectus. The
company’s prospects and its business, financial condition and results of operations, each may have changed
since the date on the front of this prospectus.
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FEE TABLE AND SYNOPSIS

The following table contains information about the costs and expenses that shareholders will bear directly or
indirectly. The table is based on the capital structure of the company as of March 31, 2018 (except as noted below).
The purpose of the table and the example below is to help you understand the fees and expenses that you, as a holder
of common stock, would bear directly or indirectly.

Common Shareholder Transaction Expenses
Sales load paid by you (as a percentage of offering price) —%(1)

Offering expenses borne by shareholders (as a percentage of offering price) —%(2)

Percentage
of Net
Assets
Attributable
to

Annual Expenses Common
Shares(3)

Management Fees(4) None
Annualized Interest Payments on Borrowed Funds 0.74 %
Annualized Other Expenses 1.49 %
Total Annual Expenses before Taxes 2.23 %

Estimated Annualized Tax Expense 0.10 %
Total Annual Expenses after Taxes(5) 2.33 %

(1)
If shares of common stock to which this prospectus relates are sold to or through underwriters, the prospectus
supplement will set forth any applicable sales load and the estimated offering expenses borne by the company.

(2)
The company will bear the costs of the offering expenses, and the prospectus supplement will set forth the estimated
offering costs.

(3)Based upon average net assets applicable to shares of common stock during the period ended March 31, 2018.

(4)The company does not pay a management fee.

(5)

As explained in the company’s Form N-CSR/A, dated March 7, 2018, the company has significant net operating loss
and capital loss carry forwards and for the foreseeable future no adjustments to tax liabilities or operations is
necessary. However, the company is subject to state and local taxes where the annualized impact to operations is
approximately 0.10%.
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“Other Expenses” are based on estimated amounts for the current fiscal year.

As required by relevant Securities and Exchange Commission regulations, the following example illustrates the
expenses that you would pay on a $1,000 investment in shares of common stock, assuming (1) “Total annual expenses”
of 2.33% of net assets attributable to shares and (2) a 5% annual return. The Example should not be considered a
representation of future expenses or returns. Actual expenses may be higher or lower than those assumed.
Moreover, the company’s actual rate of return may be higher or lower than the hypothetical 5% return shown
in the example. The example assumes that all dividends and distributions are reinvested at net asset value.

1
Year

3
Years

5
Years

10
Years

Total Expenses paid by Common Shareholders $ 24 $ 73 $ 125 $ 267

The example above does not include sales loads or estimated offering costs. In connection with an offering of shares
of common stock, the prospectus supplement will set forth an Example including sales load and estimated offering
costs.

FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the company’s financial performance. The
information in this table is derived from the company’s financial statements audited by its independent registered
public accounting firm for the company, whose report on such financial statements, together with the financial
statements of the company, are included in the company’s annual report to shareholders for the fiscal year ended
December 31, 2017, and are incorporated by reference into the SAI.

1

Edgar Filing: DAXOR CORP - Form N-2/A

11



Financial Highlights

Year
Ended
December
31, 2017

Year
Ended
December
31, 2016

Net Asset Value Per Share, Beginning of Year $4.04 $3.74

Income (loss) from operations:
Net investment income 0.07 0.03
Net realized and unrealized gain (loss) from investments, options and securities
borrowed 0.23 0.56

Net realized and unrealized loss from operating division (0.62 ) (0.21 )
Income tax (expense) benefit - -
Other (0.01 ) (0.05 )
Total income (loss) from Investment Operations (0.33 ) 0.33

Less:
Distributions to shareholders from net investment income (0.03 ) (0.03 )

Increase (decrease) in Net Asset Value Per Share (0.36 ) 0.30

Net Asset Value Per Share, End of Year $3.68 $4.04

Market Price Per Share of Common Stock, Beginning of Year $8.24 $7.60
Market Price Per Share of Common Stock, End of Year 4.57 8.24
Change in Price Per Share of Common Stock $(3.67 ) $0.64

Total Investment Return (44.54 )% 8.42 %

Weighted Average Shares Outstanding 3,767,756 3,825,476

Ratios/Supplemental Data

Net assets, End of Year (in 000’s) $13,758 $15,344

Ratio of total expenses to average net assets 1.90 % 2.44 %

Ratio of net investment income before income taxes to average net assets 1.89 % 0.86 %

Ratio of net investment (loss) income after income taxes to average net assets 1.72 % 0.78 %

Portfolio turnover rate 3.63 % 7.59 %

2
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Year
Ended

Year
Ended

Year
Ended

December
31, 2015

December
31, 2014

December
31, 2013

Net Asset Value Per Share, Beginning of Year $6.16 $6.45 $8.50

Income (loss) from operations:
Net investment income 0.11 0.23 1.26
Net realized and unrealized gain (loss) from investments, options and
securities borrowed (2.12 ) (1.34 ) (3.26 )

Net realized and unrealized loss from operating division - - -
Income tax (expense) benefit (0.32 ) 0.87 -
Other (0.05 ) (0.02 ) -
Total income (loss) from Investment Operations (2.36 ) (0.26 ) (2.00 )

Less:
Distributions to shareholders from net investment income (0.04 ) (0.03 ) (0.05 )

Increase (decrease) in Net Asset Value Per Share (2.42 ) (0.29 ) (2.05 )

Net Asset Value Per Share, End of Year $3.74 $6.16 $6.45

Market Price Per Share of Common Stock, Beginning of Year $6.80 $6.83 $7.62
Market Price Per Share of Common Stock, End of Year 7.60 6.98 6.83
Change in Price Per Share of Common Stock $0.80 $0.15 $(0.79 )

Total Investment Return (2015, 2014 only) 11.76 % 2.20 % -

Total Return on Average Net Assets (2013 only) - - (27.40 )%

Weighted Average Shares Outstanding 3,921,697 4,040,242 4,114,591

Ratios/Supplemental Data

Net assets, End of Year (in 000’s) $14,427 $24,580 $26,370

Ratio of total expenses to average net assets 3.06 % 2.70 % 2.04 %

Ratio of net investment income before income taxes to average net
assets 2.31 % 3.63 % 4.62 %

Ratio of net investment (loss) income after income taxes to average net
assets (4.18 )% 17.48 % 16.86 %

Portfolio turnover rate 7.43 % 3.34 % 8.90 %

3
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PLAN OF DISTRIBUTION

We may sell the securities being offered hereby in one or more of the following ways from time to time:

●through agents to the public or to investors;

●to underwriters for resale to the public or to investors; and

●directly to investors; or through a combination of any of these methods of sale.

We will set forth in a prospectus supplement the terms of that particular offering of securities, including:

●the name or names of any agents or underwriters;

●the purchase price of the securities being offered and the proceeds we will receive from the sale;

●any over-allotment options under which underwriters may purchase additional securities from us;

●any agency fees or underwriting discounts and other items constituting agents’ or underwriters’ compensation; and

●any discounts or concessions allowed or reallowed or paid to dealers.

Agents

We may designate agents who agree to use their reasonable efforts to solicit purchases of our securities for the period
of their appointment or to sell our securities on a continuing basis.

Underwriters
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If we use underwriters for a sale of securities, the underwriters will acquire the securities for their own account. The
underwriters may resell the securities in one or more transactions, including negotiated transactions, at a fixed public
offering price or at varying prices determined at the time of sale. The obligations of the underwriters to purchase the
securities will be subject to the conditions set forth in the applicable underwriting agreement. The underwriters will be
obligated to purchase all the securities of the series offered if they purchase any of the securities of that series. We
may change from time to time any initial public offering price and any discounts or concessions the underwriters
allow or reallow or pay to dealers. We may use underwriters with whom we have a material relationship. We will
describe the nature of any such relationship in any prospectus supplement naming any such underwriter. Only
underwriters we name in the prospectus supplement are underwriters of the securities offered by the prospectus
supplement.

Direct Sales

We may also sell securities directly to one or more purchasers without using underwriters or agents. Underwriters,
dealers and agents that participate in the distribution of the securities may be underwriters as defined in the Securities
Act of 1933, as amended (the “Securities Act”), and any discounts or commissions they receive from us and any profit
on their resale of the securities may be treated as underwriting discounts and commissions under the Securities Act.
We will identify in the applicable prospectus supplement any underwriters, dealers or agents and will describe their
compensation. We may have agreements with the underwriters, dealers and agents to indemnify them against
specified civil liabilities, including liabilities under the Securities Act. Underwriters, dealers and agents may engage in
transactions with or perform services for us in the ordinary course of their businesses.

4
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Stabilization Activities

Any underwriter may engage in overallotment, stabilizing transactions, short covering transactions and penalty bids in
accordance with Regulation M under the Securities Exchange Act of 1934, as amended, or the Exchange Act.
Overallotment involves sales in excess of the offering size, which create a short position. Stabilizing transactions
permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified maximum.
Short covering transactions involve purchases of the securities in the open market after the distribution is completed to
cover short positions. Penalty bids permit the underwriters to reclaim a selling concession from a dealer when the
securities originally sold by the dealer are purchased in a covering transaction to cover short positions. Those
activities may cause the price of the securities to be higher than it would otherwise be. The underwriters may
discontinue any of these activities, if commenced, at any time.

General

Agents, underwriters, or dealers participating in an offering of Common Shares may be deemed to be underwriters,
and any discounts and commission received by them and any profit realized by them on resale of the offered shares of
common stock for whom they act as agent, may be deemed to be underwriting discounts and commissions under the
Securities Act.

We may offer to sell securities either at a fixed price or at prices that may vary, at market prices prevailing at the time
of sale, at prices related to prevailing market prices or at negotiated prices.

Under agreements entered into with us, underwriters and agents may be entitled to indemnification by us against
certain civil liabilities, including liabilities under the Securities Act, or to contribution for payments the underwriters
or agents may be required to make.

The underwriters, agents, and their affiliates may engage in financial or other business transactions with us in the
ordinary course of business.

Pursuant to a requirement of the Financial Industry Regulatory Authority, or FINRA, the maximum compensation to
be received by any FINRA member or independent broker-dealer may not be greater than eight percent (8%) of the
gross proceeds received by us for the sale of any securities being registered pursuant to Rule 415 under the Securities
Act.
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The aggregate offering price specified on the cover of this prospectus relates to the offering of the shares of common
stock not yet issued as of the date of this prospectus.

To the extent permitted under the Investment Company Act of 1940, as amended, and the rules and regulations
promulgated thereunder, the underwriters may from time to time act as a broker or dealer and receive fees in
connection with the execution of portfolio transactions on behalf of the company after the underwriters have ceased to
be underwriters and, subject to certain restrictions, each may act as a broker while it is an underwriter.

A prospectus and accompanying prospectus supplement in electronic form may be made available on the websites
maintained by underwriters. The underwriters may agree to allocate a number of shares of common stock for sale to
their online brokerage account holders. Such allocations of shares of common stock for internet distributions will be
made on the same basis as other allocations. In addition, shares of common stock may be sold by the underwriters to
securities dealers who resell shares of common stock to online brokerage account holders.

5
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SENIOR SECURITIES

We have no instruments that are senior securities. While we have margin loans, which could be considered senior
securities if we did not take appropriate steps to segregate assets or otherwise “cover” the margin loan obligations, we
have covered our commitments under the margin loans, and do not treat the margin loans as senior securities.
Therefore we have not included a senior securities table.

SELLING SHAREHOLDER

We are registering certain of the shares covered by this prospectus on behalf of the selling shareholder named in the
table below (including its donees, pledgees, transferees or other successors-in-interest who receive any of the shares
covered by this prospectus), the Joseph Feldschuh Estate. We are registering the shares to permit the selling
shareholder to offer these shares for resale from time to time. The selling shareholder may sell all, some or none of the
shares covered by this prospectus. All information with respect to beneficial ownership has been furnished to us by the
selling shareholder.

The estate of Joseph Feldschuh, M.D., controls more than 50% of the company’s voting power, and shareholders and
members of the company’s board of directors submit nominees for election to the company’s board to Mr. Michael
Feldschuh, executor of the Joseph Feldschuh estate, for his consideration.

SELLING SHAREHOLDER

NUMBER
OF
SHARES
OWNED
PRIOR TO
THIS
OFFERING

NUMBER
OF
SHARES
BEING
OFFERED
HEREBY

SHARES OWNED AFTER
OFFERING (1)

NUMBER PERCENTAGE
(2)

Joseph Feldschuh Estate 2,774,455 300,000 2,474,455 47 %

(1)

Assumes that the shareholder disposes of all of the shares of common stock covered by this prospectus and does
not acquire or dispose of any additional shares of common stock. However, the selling shareholder is not
representing that any of the shares covered by this prospectus will be offered for sale, and the selling shareholder
reserves the right to accept or reject, in whole or in part, any proposed sale of shares.
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(2)

The percentage of common stock beneficially owned is based on the shares of common stock outstanding on
March 31, 2018. This prospectus also covers any additional shares of common stock that become issuable in
connection with the shares being registered by reason of any stock dividend, stock split, recapitalization or other
similar transaction effected without the receipt of consideration which results in an increase in the number of
outstanding shares of our common stock.

USE OF PROCEEDS

Except as described in any applicable prospectus supplement in connection with a specific offering, we currently
intend to use the net proceeds from the sale of the securities offered hereby for working capital and other general
corporate purposes, including to develop our products, fund capital expenditures, make investments in or acquisitions
of other businesses, solutions or technologies or repay a portion of our outstanding borrowings. We currently have no
plan or proposal to make any particular such investment or acquisition. Pending these uses, we intend to invest the net
proceeds in, interest-bearing, investment-grade securities.

The selling shareholder will receive all of the proceeds from the sale of the common stock offered by this prospectus
for the selling shareholder. We will not receive any of the proceeds from the sale of such common stock.

6
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GENERAL DESCRIPTION OF DAXOR CORPORATION

General

Daxor Corporation is an investment company with medical instrumentation and biotechnology operations. Daxor
Corporation was originally incorporated in New York State as Iatric Corporation in May 1971 for cryobanking
services and discontinued these services through its wholly-owned subsidiary, Scientific Medical Systems in 2017. In
October 1971, the name Iatric Corporation was changed to Idant Corporation. In May 1973, the name Idant
Corporation was changed to Daxor Corporation.

Our principal executive offices are located at 350 Fifth Avenue, Suite 4740, New York, NY 10118.

While the company is not primarily engaged in the business of investing, reinvesting, owning, holding or trading in
securities, the company is dependent upon earnings from its investment portfolio to fund operations. While Daxor
Corporation is registering as a closed-end investment company, Daxor Corporation’s major focus will remain the
development of the BVA-100 ® Blood Volume Analyzer, an instrument that rapidly and accurately measures human
blood volume. This instrument is used in conjunction with Volumex ® , a single-use radiopharmaceutical diagnostic
injection and collection kit.

We also own the Daxor Oak Ridge Operations (DORO) facility in Oak Ridge, TN, which manufactures, tests, and
develops next-generation models of the BVA-100 ®.

We maintain an internet website at www.daxor.com. Except as expressly incorporated herein by reference, the
information contained on the website is not incorporated by reference into this prospectus or into any other document
filed by us with the Securities and Exchange Commission.

Investment Objectives and Policies

Our objective is to support and expand our operating businesses, through organic growth (i.e., the rate of business
expansion through internal enhancement of the business and operations as opposed to mergers, acquisitions and
takeovers). The company is not primarily engaged in the business of investing, reinvesting, owning, holding or trading
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in securities. Funds in excess of the company’s business needs are placed in instruments designed to maximize capital
preservation and assure liquidity. The foregoing policies may be changed without a shareholder vote.

We concentrate our investments in the utility industry and has an investment policy that calls for a minimum of 80%
of the company’s investment portfolio to consist of electric utility stocks. The Board of Directors has authorized this
minimum to be temporarily lowered to 70% when management deems it to be necessary. At least once a year, the
company reviews its investment strategy, and more frequently as needed, at board meetings.

The investment portfolio primarily consists of electric utility companies which are publicly traded common and
preferred stock. In addition to receiving income from dividends from the securities held in the investment portfolio,
we also have an investment policy of selling puts on stocks that we are willing to own. Such options usually have a
maturity of less than 1 year. The company will also sell covered calls on securities within its investment portfolio.
Covered calls involve stocks, which usually do not exceed 15% of the value of the company’s portfolio.

We will, at times, sell naked or uncovered calls, as well as, engage in short sales as part of an income strategy, and to
a lesser extent a strategy to mitigate risk. Our net short position will usually amount to less than 15% of the company’s
portfolio value.

At this time, investments in debt instruments and foreign securities are not a principal investment strategy, and we
expect any such investments to be minimal.

7
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Risk Factors

Investment Portfolio Risks

Market Risks

Loss of money is a risk of investing in the company. The net asset value of the company can be expected to change
daily and you may lose money. There is no guarantee that the performance of our investment portfolio will be positive
over any period of time, either short-term or long-term.

Equity Investments

Because we invest in equity securities, fluctuations in the stock market in general, as well as in the value of particular
equity securities held by us, can affect the performance of our investment portfolio. The value of equity securities will
fluctuate due to many factors, including the past and predicted earnings of the issuer, the quality of the issuer’s
management, general market conditions, forecasts for the issuer’s industry and the value of the issuer’s assets.

Industry Concentration

We concentrate our investments within the electric utility industry. Because of its narrow industry focus, the
performance of our investment portfolio is tied closely to and affected by developments in the electric utility industry,
such as competition and weather. The electric utility industry is also sensitive to increased interest rates because of the
industry’s capital intensive nature. Also, an increase in interest rates could cause some electric utilities to decrease
dividends paid to shareholders which would reduce our investment income. The earnings of electric utility companies
could also be negatively affected by power outages. Electric utilities operate in an environment of federal, state and
local regulations, and these regulations may disproportionately affect an individual utility.

Non-Diversification
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We may own larger positions in a smaller number of securities in its investment portfolio. An investment portfolio
that is less diversified may be more susceptible to adverse economic, political, or regulatory developments affecting a
single issuer than a fund that is more broadly diversified.

Short Sale Risks

Our investment portfolio will suffer a loss if it sells a security short and the value of the security rises rather than falls.
It is possible that the investment portfolio’s long positions will decline in value at the same time that the value of its
short positions increase, thereby increasing potential losses to the portfolio. Short sales expose our investment
portfolio to the risk that it will be required to buy the security sold short (also known as “covering” the short position) at
a time when the security has appreciated in value, thus resulting in a loss to the portfolio. The investment performance
of our investment portfolio will also suffer if it is required to close out a short position earlier than it had intended. In
addition, our investment portfolio may be subject to expenses related to short sales that are not typically associated
with investing in securities directly, such as costs of borrowing. These expenses may negatively impact the
performance of the investment portfolio. Short positions introduce more risk to the investment portfolio than long
positions (purchases) because the maximum sustainable loss on a security purchased (held long) is limited to the
amount paid for the security plus the transaction costs, whereas there is no maximum attainable price of the shorted
security. Therefore, in theory, securities sold short have unlimited risk.

8

Edgar Filing: DAXOR CORP - Form N-2/A

23



Put and Call Options Risk

Options transactions involve special risks that may make it difficult or impossible to close a position when we desire.
These risks include: possible imperfect correlation between the price movements of the option and the underlying
security; the potential lack of a liquid secondary market at any particular time; and possible price fluctuation limits.

Operating Company Risks

Our business is at an early stage of commercial development and we may struggle to generate significant
commercial uptake in our products with our current resources.

Our business is at an early stage of commercial development. We have a base of installed devices at approximately 65
hospitals and clinics and approximately 40,000 kits have been used by clinicians. These sites are covered by a sales,
marketing, technical, and clinical support team of 12 individuals composed of employees and consultants. Investment
in expanding these resources will be required to reach larger target customers at hospitals and clinics across the
country.

In addition, significant research and clinical studies on the potential benefits of blood volume analysis to guide
therapeutic decisions will be required to gain acceptance into the guidelines of care and for broader clinical adoption.
There is no guarantee that these studies will be successful or completed in a timely or cost-effective manner allowing
the company to benefit commercially from their completion.

We will need additional capital to conduct our operations and develop our products, and our ability to obtain the
necessary funding is uncertain.

We have used a significant amount of cash and retained earnings since inception to finance the continued development
and testing of our BVA-100 system, and we expect to need additional capital resources in order to further
commercialize the product as well as develop related products and updates to our existing device.

We may not be successful in maintaining operating cash flow, and the timing of our capital expenditures and other
expenditures may impede our commercialization efforts if not sufficient. If financing is not sufficient and additional
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financing is not available or available only on terms that are detrimental to our long-term survival, it could have a
material adverse effect on our ability to successfully commercialize our technology.

Additional financing through strategic collaborations, public or private equity or debt financings or other financing
sources may not be available on acceptable terms for our operating company, or at all. Additional equity financing
could result in dilution to our shareholders. Further, if we obtain additional funds through arrangements with
collaborative partners, these arrangements may require us to relinquish rights to some of our technologies, product or
products that we would otherwise seek to develop and commercialize on our own.

If sufficient capital is not available, we may be required to delay, reduce the scope of or eliminate one or more of our
research or product development initiatives, any of which could have an adverse effect on our financial condition or
business prospects.

9
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Our financial reporting reflects our status as a closed-end investment fund with a wholly owned operating medical
device subsidiary whose financial performance is not broken out in detail and reported on a regular basis as is the
case with traditional operating companies. As a result, shareholders could lose confidence in our financial and
other public reporting, which would harm our business and the trading price of our common stock.

Shareholders seek detailed financial information in their investments and our reporting structure conforms to that of
an investment fund. Investors may become dissatisfied with the level of reporting detail that our current fund structure
maintains and require greater transparency in the future or lose confidence in the management resulting in a negative
impact on the stock price. While the company intends to file for a change of reporting structure in the future to a
traditional operating company with the SEC as revenues from the operating subsidiary increase whether that will be
achievable and at what date remains unknown at this point in time.

If our efforts to protect our intellectual property related to our technologies are not adequate, we may not be able to
compete effectively in our market and our business would be harmed.

We rely upon a combination of patents, trade secret protection and confidentiality agreements to protect the
intellectual property related to our technologies. Any disclosure to or misappropriation by third parties of our trade
secrets or other confidential information could assist competitors in duplicating or surpassing our technological
achievements, thus eroding the competitive advantage we may derive from these patents or know-how.

The strength of patents in the medical diagnostic field involves complex legal and scientific questions and can be
uncertain. The patent applications we own may fail to result in issued patents in the United States or in foreign
countries and existing patents on parts of our technology have entered the public domain. Third parties may challenge
the validity, enforceability or scope of any issued patents we own or license or any applications that may issue as
patents in the future, which may result in those patents being narrowed, invalidated or held unenforceable. Even if
they are unchallenged, our patents and patent applications may not adequately protect our intellectual property or
prevent others from developing similar products that do not fall within the scope of our patents. If the breadth or
strength of protection provided by the patents we hold or pursue is threatened, our ability to commercialize any
product candidates with technology protected by those patents could be threatened. Since patent applications in the
United States and most other countries are confidential for a period of time after filing, we cannot be certain at the
time of filing that we are the first to file any patent application related to our technology.

In addition to the protection afforded by patents, we seek to rely on trade secret protection and confidentiality
agreements to protect proprietary know-how that is not patentable, processes for which patents are difficult to enforce
and any other elements of our discovery platform and drug development processes that involve proprietary know-how,
information or technology that is not covered by patents or not amenable to patent protection. Although we endeavor
that all of our employees and certain consultants and advisors to assign inventions to us, and all of our employees,
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consultants, advisors and any third parties who have access to our proprietary know-how, information or technology
to enter into confidentiality agreements, our trade secrets and other proprietary information may be disclosed or
competitors may otherwise gain access to such information or independently develop substantially equivalent
information. Further, the laws of some foreign countries do not protect proprietary rights to the same extent or in the
same manner as the laws of the United States. As a result, we may encounter significant difficulty in protecting and
defending our intellectual property both in the United States and abroad. If we are unable to prevent material
disclosure of the trade secret intellectual property related to our technologies to third parties, we may not be able to
establish or maintain the competitive advantage that we believe is provided by such intellectual property, which could
materially adversely affect our market position and business and operational results.
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We may be involved in lawsuits to protect or enforce our patent, which could be expensive, time-consuming and
unsuccessful.

Competitors may infringe our patents. To attempt to stop infringement or unauthorized use, we may need to enforce
one or more of our patents, which can be expensive and time-consuming and distract management. If we pursue any
litigation, a court may decide that a patent of ours or our licensor’s is not valid or is unenforceable, or may refuse to
stop the other party from using the relevant technology on the grounds that our patents do not cover the technology in
question. Further, the legal systems of certain countries, particularly certain developing countries, do not favor the
enforcement of patents, which could reduce the likelihood of success of any infringement proceeding we pursue in any
such jurisdiction. An adverse result in any infringement litigation or defense proceedings could put one or more of our
patents at risk of being invalidated, held unenforceable, or interpreted narrowly and could put our patent applications
at risk of not issuing, which could limit our ability to exclude competitors from directly competing with us in the
applicable jurisdictions.

Interference proceedings provoked by third parties or brought by the U.S. PTO may be necessary to determine the
priority of inventions with respect to our patents or patent applications or those of our licensors. An unfavorable
outcome could require us to cease using the related technology or to attempt to license rights to use it from the
prevailing party. Our business could be harmed if the prevailing party does not offer us a license on commercially
reasonable terms, or at all. Litigation or interference proceedings may fail and, even if successful, may result in
substantial costs and distract our management and other employees.

If we are unsuccessful in obtaining or maintaining patent protection for intellectual property in development, our
business and competitive position would be harmed.

We are seeking patent protection for some of our technology and future products. Patent prosecution is a challenging
process and is not assured of success. If we are unable to secure patent protection for our technology and product
candidates, our business may be adversely impacted.

In addition, issued patents and pending international applications require regular maintenance. Failure to maintain our
portfolio may result in loss of rights that may adversely impact our intellectual property rights, for example by
rendering issued patents unenforceable or by prematurely terminating pending international applications.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position would be
harmed.
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In addition to seeking patents for some of our technology and product candidates, we also rely on trade secrets,
including unpatented know-how, technology and other proprietary information, to maintain our competitive position.
We currently, and expect in the future to continue to, seek to protect these trade secrets, in part, by entering into
confidentiality agreements with parties who have access to them, such as our employees, collaborators, contract
manufacturers, consultants, advisors and other third parties. We also enter into confidentiality and invention or patent
assignment agreements with our employees and consultants. Despite these efforts, any of these parties may breach the
agreements and disclose our proprietary information, including our trade secrets, and we may not be able to obtain
adequate remedies for any such disclosure. Enforcing a claim that a party illegally disclosed or misappropriated a
trade secret is difficult, expensive and time-consuming, and the outcome is unpredictable. In addition, some courts
inside and outside the United States are less willing or unwilling to protect trade secrets. If any of our trade secrets
were to be lawfully obtained or independently developed by a competitor, we would have no right to prevent them, or
those to whom they disclose the trade secrets, from using that technology or information to compete with us. If any of
our trade secrets were to be disclosed to or independently developed by a competitor, our competitive position would
be harmed.
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We will have to hire additional executive officers and employees to expand our business. If we are unable to hire
qualified personnel, we may not be able to implement our business strategy.

The loss of the services of any of our key product or business development employees could delay our product
development programs and our research and development efforts. We do not maintain key person life insurance on
any of our officers, employees or consultants. In order to develop our business in accordance with our business
strategy, we will have to hire additional qualified personnel, including in the areas of sales, physician education,
manufacturing, clinical trials management, regulatory affairs, and business development. We will need to raise
sufficient funds to hire the necessary employees and have commenced our search for additional key employees.

We depend on key personnel for our continued operations and future success, and a loss of certain key personnel
could significantly hinder our ability to move forward with our business plan.

Because of the specialized nature of our business, we are highly dependent on our ability to identify, hire, train and
retain highly qualified scientific and technical personnel for the research and development activities we conduct or
sponsor. The loss of one or more key executive officers, or scientific officers, would be significantly detrimental to us.
In addition, recruiting and retaining qualified scientific personnel to perform research and development work is
critical to our success. Our anticipated growth and expansion into areas and activities requiring additional expertise
will require the addition of new management personnel and the development of additional expertise by existing
management personnel.

Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory
standards and requirements, which could cause our business to suffer.

We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees could include
intentional failures to comply with regulations of governmental authorities, such as the FDA or the European
Medicines Agency, or EMA, to provide accurate information to the FDA or EMA, to comply with manufacturing
standards we have established, to comply with federal, state and international healthcare fraud and abuse laws and
regulations as they may become applicable to our operations, to report financial information or data accurately or to
disclose unauthorized activities to us. Employee misconduct could also involve the improper use of information
obtained in the course of clinical trials, which could result in regulatory sanctions and serious harm to our reputation.
It is not always possible to identify and deter employee misconduct, and the precautions we currently take and the
procedures we may establish in the future as our operations and employee base expand to detect and prevent this type
of activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from
governmental investigations or other actions or lawsuits stemming from a failure by our employees to comply with
such laws or regulations. If any such actions are instituted against us, and we are not successful in defending ourselves
or asserting our rights, those actions could have a significant impact on our business and results of operations,
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including the imposition of significant fines or other sanctions.
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If we experience delays or difficulties in clinical outcome studies or lack the funding to conduct them, receipt of
necessary outcome data could be delayed or prevented.

Clinical trials using our BVA-100 depend upon the successful funding, enrollment, and initiation of studies in
coordination with research institutions and hospitals. The company does not have sufficient funds to fully sponsor as
many outcome studies as may be warranted for adoption of our diagnostic as a standard of care. As such, the company
depends upon a combination of grants and research agreements with sponsoring institutions for many of the studies
that have been conducted with its technology and anticipates continuing to do so for the foreseeable future.

We and our suppliers are subject to extensive FDA regulation, which can be costly and time consuming and can
subject us to unanticipated business costs or difficulties. Even though regulatory approval for products may have
been granted, those products may still face regulatory difficulties.

All of our current and potential products, as well as those supplied to Daxor by third parties, processing and
manufacturing activities, are subject to comprehensive regulation by the FDA in the United States and by comparable
authorities in other countries. The company has spent considerable resources and time obtaining FDA and other
required regulatory approvals but is still subject to regulatory action from the FDA if it chooses to revoke or enforce
an interpretation of the regulations that would make distribution or manufacture of our products disallowed.

If we or third-party manufacturers we may contract with, violate regulatory requirements at any stage the FDA may
take enforcement action(s) against us, which could include issuing a warning or untitled letter, placing a clinical hold
on an ongoing clinical trial, product seizure, enjoining our operations, refusal to consider our applications for
pre-market approval, refusal of an investigational new drug application, fines, or even civil or criminal liability, any of
which could materially harm our reputation and financial results. In addition, if manufacturing problems occur,
regulators may withdraw their approval or demand additional changes in product manufacture or marketing practices.

Enforcement actions we and our suppliers are subject to include:

●warning letters or other actions requiring changes in product manufacturing processes or restrictions on productmarketing or distribution;

●product recalls or seizures or the temporary or permanent withdrawal of a product from the market;

●suspending any ongoing clinical trials;
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●temporary or permanent injunctions against our production operations; and

●fines, restitution or disgorgement of profits or revenue, the imposition of civil penalties or criminal prosecution.

The occurrence of any of these actions would likely cause a material adverse effect on our business, financial
condition and results of operations.

Any difficulties or failures that we encounter regarding regulatory approval for our products or those of third-party
suppliers would likely have a substantial adverse impact on our ability to generate product sales, and could make any
search for a collaborative partner more difficult.

For some of our products, we currently lack sufficient manufacturing capabilities to produce our products
in-house and rely upon third party suppliers. Disruption in our manufacturing supply, could negatively impact our
ability to meet any future demand for the product.

We expect that we would need to significantly expand our manufacturing capabilities to meet potential demand for
our diagnostic devices and Volumex kits. In addition we depend upon a single manufacturer for components of our
products and a disruption in that supply could materially impact our business disrupting out ability to meet demand.
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We currently manufacture our BVA-100 device in a 20,000 square foot facility in Oak Ridge, Tennessee. If our
facilities where our products are currently being manufactured or equipment were significantly damaged or destroyed,
or if there were other disruptions, delays or difficulties affecting manufacturing capacity, including if such facilities
are deemed not in compliance with current Good Manufacturing Practice, or GMP, requirements, future clinical
studies and commercial production for our products would likely be significantly disrupted and delayed. It would be
both time-consuming and expensive to replace this capacity with third parties, particularly since any new facility
would need to comply with the regulatory requirements.

Ultimately, if we are unable to supply our products to meet commercial demand, whether because of processing
constraints or other disruptions, delays or difficulties that we experience, our production costs could dramatically
increase and sales of our products and their long-term commercial prospects could be significantly damaged.

To be successful, our diagnostic products must be broadly accepted by the healthcare community, which can be
very slow to adopt or unreceptive to new technologies and products.

The products that we manufacture represent substantial departure from more established methods of volume
assessment and compete with a number of more conventional therapies based upon measures of pressure or
hemodynamics manufactured and marketed by major medical device companies. The degree of market acceptance and
uptake of our products depends on a number of factors, including:

●our establishment and demonstration to the medical community the clinical efficacy and safety of our proposedproducts;

●our ability to demonstrate that our products are superior to alternatives currently on the market in accuracy and easeof use;

●our ability to establish in the medical community the potential advantage of our diagnostic over alternativediagnostic methods; and

●reimbursement policies of government and third-party payers.

If the healthcare community does not accept our products for any of these reasons, or for any other reason, our
business would be materially harmed.

Our competition includes diagnostic companies that have significant advantages over us.
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The market for medical diagnostic products is highly competitive. We expect that our most significant competitors
will be fully integrated and more established medical device companies with extensive product lines and distribution
networks. These companies may seek to develop similar products, and they have significantly greater capital resources
and research and development, manufacturing, testing, regulatory compliance, and marketing capabilities. As a result,
our competitors may develop more competitive or affordable products, or achieve earlier patent protection or product
commercialization than we are able to achieve. Competitive products may render our products or future products that
we develop obsolete.
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We may be subject to litigation that will be costly to defend or pursue and uncertain in its outcome.

Our business may bring us into conflict with our licensees, licensors or others with whom we have contractual or other
business relationships, or with our competitors or others whose interests differ from ours. If we are unable to resolve
those conflicts on terms that are satisfactory to all parties, we may become involved in litigation brought by or against
us. That litigation is likely to be expensive and may require a significant amount of management’s time and attention,
at the expense of other aspects of our business. The outcome of litigation is always uncertain, and in some cases could
include judgments against us that require us to pay damages, enjoin us from certain activities, or otherwise affect our
legal or contractual rights, which could have a significant adverse effect on our business.

We are exposed to the risk of liability claims, for which we may not have adequate insurance.

Since we participate in the health care industry, we may be subject to liability claims by employees, customers, end
users and third parties for past products and services as well as current or future products. While the company carries
liability insurance there can be no assurance that the liability insurance we carry will be adequate to cover claims
asserted against us or that we will be able to maintain such insurance in the future

We currently have a marketing and sales force of approximately 12 employees and consultants. If we are unable to
establish effective marketing and sales capabilities or enter into agreements with third parties to market and sell
our product candidates, we may not be able to effectively market and scale our sales to a significant scale.

We currently have a marketing and sales team for the marketing, sales and distribution of our BVA-100 device and
kits. In order to fully commercialize our products, we must expand our territory-by-territory basis marketing, sales,
distribution, managerial and other non-technical capabilities or make arrangements with third parties to perform these
services, and we may not be successful in doing so.

Any failure or delay in the further development of our internal sales, marketing and distribution capabilities would
adversely impact the commercialization of any of our products that we obtain approval to market. We may choose to
collaborate, either globally or on a territory-by-territory basis, with third parties that have direct sales forces and
established distribution systems, either to augment our own sales force and distribution systems or in lieu of our own
sales force and distribution systems. If we are unable to enter into such arrangements when needed on acceptable
terms or at all this will adversely affect our ability to rapidly scale the sale of our products.
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Our business and operations would suffer in the event of system failures or natural and man-made disasters.

Despite the implementation of security measures, our internal computer systems and those of our contractors and
consultants are vulnerable to damage from computer viruses, unauthorized access, natural disasters, terrorism, war and
telecommunication and electrical failures. While we have not experienced any such system failure, accident or
security breach to date, if such an event were to occur and cause interruptions in our operations, it could result in a
material disruption of our operations. For example, a hurricane or severe flood could disrupt one of our key suppliers
disrupting our supply chain for weeks or months causing material losses. If any disruption or security breach resulted
in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or proprietary
information, we could incur liability and additional costs despite some insurance products that the company has
purchased to mitigate such costs.
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We have incurred net operating losses in the past, and may incur them in the future.

We have incurred cumulative net operating losses in the past. These losses have mainly resulted from ongoing
expenses for marketing and research and development as the company attempts to build a market for its products. In
the past, the company’s cumulative net income from investments and other items exceeded the operating losses and
provided the necessary funds for its continued research and development and marketing. It is the opinion of
management that the financial health of the company would have been adversely affected if net income from
investments had been substantially less than losses from operations. There is no guarantee that future net income from
investments will continue to completely offset operating losses.

The loss of any one customer could have an adverse effect on our consolidated operating business for a short
period of time.

In the past, the sale of Blood Volume Kits has accounted for a significant portion of the company’s total consolidated
operating revenue, and a small number of customers (hospitals) has comprised the majority of such sales.
Management believes that the loss of any one customer would have an adverse effect on our consolidated operating
business for a short period of time. The company continues to seek new customers, so that any one hospital will
represent a smaller percentage of overall sales.

If there is a decrease in the market value of our available for sale securities, this could have an adverse effect on
our ability to fund research and development and marketing efforts.

At December 31, 2017, 86.7% of the fair market value of Daxor Corporation’s investment portfolio consisted of utility
stocks whose market price can be sensitive to rising interest rates. At December 31, 2016, 78.7% of the fair market
value of Daxor Corporation’s investment portfolio consisted of utility stocks whose market price can be sensitive to
rising interest rates. The company’s investment policy calls for a minimum of 80% of the investment portfolio to
consist of electric utility stocks. At December 31, 2017, 85.8% of the fair market value of Daxor Corporation’s
investment portfolio consisted of electric utility stocks. The Board of Directors has authorized this minimum to be
temporarily lowered to 70% when management deems it to be necessary.

At December 31, 2017, the company’s investment portfolio consisted of 37 separate stocks. The top five holdings as of
this date in the investment portfolio were the common stock of DTE Energy, PNM Resources, Eversource Energy,
FirstEnergy and Westar Energy. These five holdings comprised 47.3% of the value of the investment portfolio and
accounted for 38.1% of the dividend income for the year ended December 31, 2017.
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Daxor Corporation also receives significant income from option sales related to its investment portfolio. The income
from options is variable, and less predictable than income from dividends from the company’s portfolio, which have
minor variations. The ability of the company to sell options is related to the market value of its available for sale
securities. If there is a decrease in the market value of the company’ available for sale securities, this could negatively
impact income from option sales.

There is a risk that in an environment of rising interest rates that the market value of these stocks could decline and the
utilities could reduce their dividend payments to compensate for increased interest expense. This could have an
adverse effect on Daxor Corporation’s ability to fund research and development and marketing efforts necessary to
build a market for the company’s products.

16

Edgar Filing: DAXOR CORP - Form N-2/A

39



The absence of patents or the inability to defend patents could negatively impact our ability to compete for and
obtain new business.

Daxor Corporation’s patents for the BVA 100 expired in 2010. The company filed two additional patent applications
for an automated instrument to measure human blood volume which were granted April 7, 2015. The filings describe
innovations which will be or have been incorporated into the company’s BVA-100 Blood Volume Analyzer, these
patents expanded the capabilities of the analyzer to incorporate total body albumin measures and error correction
software to improve accuracy. In addition, the company has filed additional patents on its blood volume technology in
January of 2018, and has several more patents in various stages of development.

The blood volume analyzer, however, works most efficiently with the tracer injection kit system which has a separate
patent and which expired in 2016. It is possible that another company could develop another version of the Blood
Volume Analyzer which would use a different tracer injection kit. To the best of the company’s knowledge, this has
not happened yet and management views the development of a competing tracer injection kit as unlikely.

If the current manufacturer were to cease filling the Volumex syringes for us for any reason before we had a
chance to make alternative arrangements, this could have a material negative impact on our operating revenue.

All of Daxor Corporation’s orders for Volumex syringes are filled by a single FDA inspected radio pharmaceutical
manufacturer. If this manufacturer were to cease filling the Volumex syringes for the company or were denied
permission to do so by FDA for any reason before the company had a chance to make alternative arrangements, the
effect on the company’s operating revenue could be material. In January 2007, we purchased two 10,000 square foot
buildings in Oak Ridge, Tennessee to expand its research, development, and manufacturing capabilities.

Other Policies

Our management expects that our investment portfolio will continue to consist primarily of publicly traded common
and preferred stocks of electric utilities. The percentage of investments other than electric utilities is expected to
remain at less than 20% of the investment portfolio.

With regard to the non-principal investments for the investment portfolio, we are flexible in how we may allocate our
investments. We may allocate the non-principal investments among the following types of securities, in proportions
which reflect the judgment of our management of the potential returns and risks of such securities:
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