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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

IsoRay, Inc. and Subsidiary
Consolidated Balance Sheets

September 30,
2006 June 30,

(Unaudited) 2006

ASSETS

Current assets:
Cash and cash equivalents $ 5,160,557 $ 2,207,452
Accounts receivable, net of allowance for doubtful accounts
of $63,237 and $85,183, respectively 652,255 596,447
Inventory 217,788 161,381
Prepaid expenses 193,771 161,546

Total current assets 6,224,371 3,126,826

Fixed assets, net of accumulated depreciation 1,608,257 1,642,293
Deferred financing costs, net of accumulated amortization 252,501 274,358
Licenses, net of accumulated amortization 268,419 273,475
Other assets, net of accumulated amortization 347,383 338,987

Total assets $ 8,700,931 $ 5,655,939

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Accounts payable and accrued expenses $ 654,062 $ 584,296
Accrued payroll and related taxes 706,827 614,645
Accrued interest payable 13,699 11,986
Notes payable, due within one year 46,031 51,351
Capital lease obligations, due within one year 190,266 183,554
Convertible debentures payable, due within one year 455,000 455,000

Total current liabilities 2,065,885 1,900,832

Notes payable, due after one year 569,608 581,557
Capital lease obligations, due after one year 162,642 220,415
Asset retirement obligation 68,953 67,425

Total liabilities 2,867,088 2,770,229

Shareholders' equity:
Preferred stock, $.001 par value; 6,000,000 shares authorized:
Series A: 1,000,000 shares allocated; no shares issued and outstanding - -
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Series B: 5,000,000 shares allocated; 91,298 and 144,759 shares issued
and
outstanding 91 145
Common stock, $.001 par value; 194,000,000 and 100,000,000 shares
authorized;
15,853,852 and 15,157,901 shares issued and outstanding 15,854 15,158
Subscriptions receivable - (6,122,007)
Additional paid-in capital 22,291,594 22,538,675
Accumulated deficit (16,473,696) (13,546,261)

Total shareholders' equity 5,833,843 2,885,710

Total liabilities and shareholders' equity $ 8,700,931 $ 5,655,939

The accompanying notes are an integral part of these financial statements.
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IsoRay, Inc. and Subsidiary
Consolidated Statements of Operations
Three Months Ended September 30, 2006 and 2005 (Unaudited)

Three months ended
September 30,

2006 2005

Product sales $ 1,025,444 $ 210,915
Cost of product sales 1,288,145 720,166

Gross loss (262,701)
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