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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No
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any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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PART FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
MEDICAL ALARM CONCEPTS HOLDING, INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)
December 31, June 30,
2014 2014
ASSETS
CURRENT ASSETS
Cash $4,671 $7,673
Accounts receivable net of allowance of $7,906 14,473 36,952
Inventory 120,494 22,839
Loan to employee 30,000 —
Purchase deposits 42,482 —
Total current assets 212,120 67,464
NON-CURRENT ASSETS
Property and equipment, net — 461
Intangible assets, net 1,059,785 1,099,036
Total non-current assets 1,059,785 1,099,497
Total assets $1,271,905 $1,166,961
LIABILITIES AND STOCKHOLDRS' DEFICIT
CURRENT LIABILITIES
Derivative liability $— $30,766
Accounts payable 93,841 67,305
Deferred revenue 363,838 380,397
Note payable - other — 5,000
Credit line payable - related party 275,000 —
Accured expenses and other current liabilities 182,298 194,025
Convertible notes payable — 25,908
Total current liabilities 914,977 703,401
NON-CURRENT LIABILITIES
Patent payable 2,500,000 2,500,000
Total non-current liabilities 2,500,000 2,500,000
Total liabilities 3,414,977 3,203,401

STOCKHOLDERS' DEFICIT

Series A Convertible Preferred Stock: $0.0001 par value; 100,000 shares

authorized; 688 shares issued and outstanding as of December 31, 2014 and June — —
30, 2014, respectively

Series B Convertible Preferred Stock: $0.0001 par value; 62,500 shares authorized;

9,938 shares issued and outstanding as of December 31, 2014 and June 30, 2014, 1 1
respectively
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Common stock: $0.0001 par value; 20,000,000 shares authorized; 5,628,679 and

5,623,679 shares issued and outstanding on December 31, 2014 and June 30, 2014, 563 562
respectively

Additional paid-in capital 12,273,738 12,203,981
Accumulated deficit (14,417,374 ) (14,240,984 )
Total stockholders' deficit (2,143,072 ) (2,036,440 )
TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT $1,271,905 $1,166,961

See accompanying notes to these unaudited consolidated financial statements.

3.
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MEDICAL ALARM CONCEPTS HOLDING, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)

For the three months
ended December 31,

2014 2013
Revenue 241,077 256,731
Cost of revenue 41,144 102,178
Gross profit 199,933 154,553
Operating expenses
Selling expense 69,504 83,878
General and administrative 211,958 1,100,300
Total operating expenses 281,462 1,184,178
Loss from operations (81,529 ) (1,029,625)
Other (income) expenses
Change in fair value of derivative instrument (8,096 ) (1,035,900)
Interest expense - related party 2,934 —
Interest expense 38,030 81,258
Total other (income) expense 32,868 (954,642 )
Income (loss) before income tax (114,397 ) (74,983 )
Income tax provision — —
Net income (loss) (114,397 ) (74,983 )
Net income per common share - basic and diluted (0.02 ) (0.03 )
X;iltgelzlted average number of common shares - basic and 5.623.679  2.531.655

See accompanying notes to these unaudited consolidated financial statements.

For the six months ended

December 31,

2014 2013

$512,081 $521,591
103,059 163,611
409,022 357,980

129,884 125,229
365,714 1,255,266
495,598 1,380,495

(86,576 ) (1,022,515)
11,335 (1,455,035)
2,934 —

75,545 161,481

89,814 (1,293,554)

(176,390 ) 271,039

$(176,390 ) $271,039

$(0.03 ) $0.13
5,623,679 2,116,555
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MEDICAL ALARM CONCEPTS HOLDING, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Net income (loss)
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Common stock issued for services
Change in fair value of derivative instrument
Amortization of patent
Non-cash interest expense
Depreciation
Change in operating assets and liabilities
Accounts receivable
Inventory
Purchase deposits
Accounts payable
Accrued expenses and other current
liabilities
Deferred revenue
Net Cash Used in Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Loan to employee

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceed from (repayment for) note payable - other
Proceeds from credit line

Net Cash Provided By Financing Activities

NET INCREASE (DECREASE) IN CASH

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid for interest expense

Cash paid for income taxes

Conversion of convertible notes to common stock

Derivative liability classified to additional paid-in capital upon conversion of related
convertible notes

For the six months ended
December 31,

2014 2013
$(176,390) $271,039

1,750 955,948
11,335 (1,455,035)
39,251 39,251

— 28,991

461 2,625

22,479 3,600
(97,655 ) (5,791 )

(42,482 ) 32,661
26,536 25,676

(11,728 ) 52,457

(16,559 ) 41,703
(243,002) (6,875 )

(30,000 ) —
(30,000 ) —

(5,000 ) 30,000
275,000 —
270,000 30,000
(3,002 ) 23,125
7,673 5,857

$4,671 $28,982

$75,000  $75,000
$— $—

$— $314,819

$42,101  $909,915
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Issuance of common stock previously classified as stock to be issued $—
Forgivenss of convertible notes $25,908
Forgiveness of credit line payable classified to additional paid-in capital $—

Accrued interest and debt discount classified to additional paid-in capital upon conversion
and forgiveness of debt

$—

See accompanying notes to these unaudited consolidated financial statements.

5.

$24,400
$—

$618,843

$107,656



Edgar Filing: MEDICAL ALARM CONCEPTS HOLDINGS INC - Form 10-Q
(table of contents)

MEDICAL ALARM CONCEPTS HOLDING, INC.

NOTES TO FINANCIAL STATEMENTS

1. NATURE OF OPERATIONS

On June 4, 2008, Medical Alarm Concepts Holding, Inc. (the “Company”’) was incorporated under the laws of the State
of Nevada. The Company was formed for the sole purpose of acquiring all of the membership units of Medical Alarm
Concepts LLC, a Pennsylvania limited liability company (“Medical LLC”).

The Company utilizes new technology in the medical alarm industry to provide 24-hour personal response monitoring
services and related products to subscribers with medical or age-related conditions.

2. SUMMARY OF ACCOUNTING POLICIES

Basis of Presentation and Consolidation

The Company’s consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”).

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiary. All
significant inter-company transactions and balances among the Company and its subsidiary are eliminated upon
consolidation.

These interim consolidated financial statements are unaudited. In the opinion of management, all adjustments
(consisting solely of normal recurring adjustments) and disclosures necessary for a fair presentation of these interim
consolidated financial statements have been included. The results reported in the consolidated financial statements for
any interim periods are not necessarily indicative of the results that may be reported for the entire year or any other
periods. (a) The consolidated balance sheet as of June 30, 2014, which was derived from audited financial statements,
and (b) the unaudited interim consolidated financial statements have been prepared pursuant to the rules and
regulations of the Securities and Exchange Commission. Certain information and note disclosures normally included
in annual financial statements prepared in accordance with accounting principles generally accepted in the United
States have been condensed or omitted pursuant to those rules and regulations, although the Company believes that
the disclosures made are adequate to make the information not misleading. These unaudited consolidated financial
statements should be read in conjunction with the consolidated financial statements and accompanying footnotes
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included in the Company’s Annual Report on Form 10-K for the year ended June 30, 2014.

Use of Estimates

The preparation of the financial statements in conformity with Generally Accepted Accounting Principles (“GAAP”)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the dates of the financial statements and the reported amounts of
revenue and expenses during the reporting periods. Actual results could differ from those estimates. These estimates
and assumptions include the collectability of accounts receivable and deferred taxes and related valuation allowances.
Certain of our estimates, including evaluating the collectability of accounts receivable, could be affected by external
conditions, including those unique to our industry, and general economic conditions. It is possible that these external
factors could have an effect on our estimates that could cause actual results to differ from our estimates. We
re-evaluate all of our accounting estimates at least quarterly based on these conditions and record adjustments when
necessary.

Inventory

The Company values inventory, consisting of purchased products, at the lower of cost or market. Cost is determined
on the first-in and first-out (“FIFO”) method. The Company regularly reviews its inventories on hand and, when
necessary, records a provision for excess or obsolete inventories based primarily on current selling price and spot
market prices. The Company determined that there was no inventory obsolescence as of December 31, 2014.

10



Edgar Filing: MEDICAL ALARM CONCEPTS HOLDINGS INC - Form 10-Q
(table of contents)

Impairment of long-lived assets

The Company follows section 360-10-05-4 of the FASB Accounting Standards Codification for its long-lived assets.
The Company’s reviews it long-lived assets, which include property and equipment, and patent, for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.

The Company assesses the recoverability of its long-lived assets by comparing the projected undiscounted net cash
flows associated with the related long-lived asset or group of long-lived assets over their remaining estimated useful
lives against their respective carrying amounts. Impairment, if any, is based on the excess of the carrying amount over
the fair value of those assets. Fair value is generally determined using the asset’s expected future undiscounted cash
flows or market value, if readily determinable. If long-lived assets are determined to be recoverable, but the newly
determined remaining estimated useful lives are shorter than originally estimated, the net book values of the
long-lived assets are depreciated or amortized over the newly determined remaining estimated useful lives. The
Company determined that there were no impairment of long-lived assets as of December 31, 2014.

Derivative warrant liability

The Company evaluates its convertible debt, options, warrants or other contracts to determine if those contracts or
embedded components of those contracts qualify as derivatives to be separately accounted for in accordance with
paragraph 810-10-05-4 of the FASB Accounting Standards Codification and paragraph 815-40-25 of the FASB
Accounting Standards Codification. The result of this accounting treatment is that the fair value of the embedded
derivative is marked-to-market each balance sheet date and recorded as a liability. In the event that the fair value is
recorded as a liability, the change in fair value is recorded in the Statement of Operations as other income or expense.
Upon conversion, exercise or cancellation of a derivative instrument, the instrument is marked to fair value at the
conversion date and then the related fair value is reclassified to equity.

In circumstances where the embedded conversion option in a convertible instrument is required to be bifurcated and
there are also other embedded derivative instruments in the convertible instrument that are required to be bifurcated,
the bifurcated derivative instruments are accounted for as a single, compound derivative instrument.

The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as
equity, is re-assessed at the end of each reporting period. Equity instruments that are initially classified as equity that
become subject to reclassification are reclassified to liability at the fair value of the instrument on the reclassification
date. Derivative instrument liabilities will be classified in the balance sheet as current or non-current based on whether
or not net-cash settlement of the derivative instrument is expected within 12 months of the balance sheet date.

11
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On January 1, 2009, the Company adopted Section 815-40-15 of the FASB Accounting Standards Codification
(“Section 815-40-15") to determine whether an instrument (or an embedded feature) is indexed to the Company’s own
stock. Section 815-40-15 provides that an entity should use a two-step approach to evaluate whether an equity-linked
financial instrument (or embedded feature) is indexed to its own stock, including evaluating the instrument’s
contingent exercise and settlement provisions. The adoption of Section 815-40-15 has affected the accounting for
certain freestanding warrants that contain exercise price adjustment features.

Fair Value of Financial Instruments

The Company follows paragraph 825-10-50-10 of the FASB Accounting Standards Codification for disclosures about
fair value of its financial instruments and paragraph 820-10-35-37 of the FASB Accounting Standards Codification
(“Paragraph 820-10-35-37") to measure the fair value of its financial instruments. Paragraph 820-10-35-37 establishes a
framework for measuring fair value pursuant to GAAP and expands disclosures about fair value measurements. To
increase consistency and comparability in fair value measurements and related disclosures, Paragraph 820-10-35-37
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques used to measure fair value into
three (3) broad levels. The fair value hierarchy gives the highest priority to quoted prices (unadjusted) in active

markets for identical assets or liabilities and the lowest priority to unobservable inputs. The three (3) levels of fair

value hierarchy defined by Paragraph 820-10-35-37 are described below:

12
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Level 1  Quoted market prices available in active markets for identical assets or liabilities as of the reporting date.

Level 2 Pricing inputs other than quoted prices in active markets included in Level 1, which are either directly or
indirectly observable as of the reporting date.

Level 3  Pricing inputs that are generally observable inputs and not corroborated by market data.

The carrying amounts of the Company’s financial assets and liabilities, such as cash, accounts receivable, inventory,
accounts payable, deferred revenues and accrued liabilities, approximate their fair values because of the short maturity
of these instruments. The Company’s convertible notes payable and patent payable approximate the fair value of such
instruments based upon management’s best estimate of interest rates that would be available to the Company for
similar financial arrangements at December 31, 2014.

The derivative liability which consists of embedded conversion feature and warrants issued in connection with our
convertible debt, classified as a level 3 liability, are the only financial liabilities measured at fair value on a recurring
basis.

Income Taxes

The Company accounts for income taxes under the provisions of FASB ASC Topic 740, “Income Tax,” which requires
recognition of deferred tax assets and liabilities for the expected future tax consequences of events that have been
included in the consolidated financial statements or tax returns. Deferred tax assets and liabilities are recognized for
the future tax consequence attributable to the difference between the tax bases of assets and liabilities and their
reported amounts in the financial statements. Deferred tax assets and liabilities are measured using the enacted tax rate
expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date. The Company establishes a valuation when it is more likely than not that the assets
will not be recovered.

ASC Topic 740.10.30 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements and prescribes a recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. ASC Topic 740.10.40 provides
guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure, and
transition. We have no material uncertain tax positions for any of the reporting periods presented.

Revenue Recognition

13
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The Company’s revenues are derived principally from utilizing new technology in the medical alarm industry to
provide 24-hour personal response monitoring services and related products to subscribers with medical or age-related
conditions. The Company applies paragraph 605-10-S99-1 of the FASB Accounting Standards Codification for
revenue recognition. The Company will recognize revenue when it is realized or realizable and earned. The Company
considers revenue realized or realizable and earned when it has persuasive evidence of an arrangement that the
services have been rendered to the customer, the sales price is fixed or determinable, and collectability is reasonably
assured.

All revenues from subscription arrangements are recognized ratably over the term of such arrangements. The excess
of amounts received over the income recognized is recorded as deferred revenue on the consolidated balance sheet.

Shipping and Handling Costs

The Company accounts for shipping and handling fees in accordance with paragraph 605-45-45-19 of the FASB
Accounting Standards Codification. While amounts charged to customers for shipping products are included in
revenues, the related costs are classified in cost of goods sold as incurred.

14
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Stock-Based Compensation

We recognize compensation expense for stock-based compensation in accordance with ASC Topic 718. For employee
stock-based awards, we calculate the fair value of the award on the date of grant using the Black-Scholes method for
stock options and the quoted price of our common stock for unrestricted shares; the expense is recognized over the
service period for awards expected to vest. For non-employee stock-based awards, we calculate the fair value of the
award on the date of grant in the same manner as employee awards. However, the awards are revalued at the end of
each reporting period and the pro rata compensation expense is adjusted accordingly until such time the nonemployee
award is fully vested, at which time the total compensation recognized to date equals the fair value of the stock-based
award as calculated on the measurement date, which is the date at which the award recipient’s performance is
complete. The estimation of stock-based awards that will ultimately vest requires judgment, and to the extent actual
results or updated estimates differ from original estimates, such amounts are recorded as a cumulative adjustment in
the period estimates are revised. We consider many factors when estimating expected forfeitures, including types of
awards, employee class, and historical experience.

Net Income per Common Share

Net income per common share is computed pursuant to section 260-10-45 of the FASB Accounting Standards
Codification. Basic net income per common share is computed by taking net income divided by the weighted average
number of common shares outstanding for the period. Diluted net income per common share is computed by dividing
net income by the weighted average number of shares of common stock and potentially outstanding shares of common
stock during the period to reflect the potential dilution that could occur from common shares issuable through stock
options, warrants, and convertible debt. These potential shares of common stock were not included as they were
anti-dilutive.

3. GOING CONCERN

These consolidated financial statements are presented on the basis that the Company will continue as a going concern.
The going concern concept contemplates the realization of assets and satisfaction of liabilities in the normal course of
business.

As reflected in the accompanying consolidated financial statements, as of December 31, 2014, the Company has
working capital deficit of $702,857; did not generate significant cash from its operations; had stockholders’ deficit of
$2,143,072 and had operating loss for prior three years. These circumstances, among others, raise substantial doubt
about the Company’s ability to continue as a going concern.

15
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While the Company is attempting to generate sufficient revenues, the Company’s cash position may not be enough to
support the Company’s daily operations. Management intends to raise additional funds by way of a public or private
offering, or by alternative methods. Management believes that the actions presently being taken to further implement
its business plan and generate sufficient revenues provide the opportunity for the Company to continue as a going
concern. While the Company believes in the viability of its strategy to increase revenues and in its ability to raise
additional funds, there can be no assurances to that effect. The ability of the Company to continue as a going concern
is dependent upon the Company’s ability to further implement its business plan and generate sufficient revenues.

The consolidated financial statements do not include any adjustments that might be necessary if the Company is
unable to continue as a going concern.

4. PATENT

On July 10, 2008, the Company entered into a Purchase Agreement and Patent Assignment Agreement (the
“Agreement”) to be effective July 31, 2008. The Company is obligated to pay the seller $2,500,000 on June 30, 2012.
The Agreement specifies interest of 6% to be payable monthly, commencing on July 31, 2008. The seller will
reacquire all patents and applications if payment is not made on June 30, 2012. On December 31, 2014, this due date
was extended to March 31, 2015.

The patent is being amortized over its estimated useful life. Amortization of patent aggregated $39,251 for the six
months ended December 31, 2014 and 2013.

16
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Patent, stated at cost, less accumulated amortization consisted of the following:

December June 30,
31,2014 2014
Patent $2,500,000 $2,500,000
Less: accumulated amortization (1,440,215) (1,400,964)
$1,059,785 $1,099,036

5. CONVERTIBLE NOTES PAYABLE

The convertible notes are convertible into shares of the Company’s common stock at a fixed conversion price equal to
the lesser of the fixed conversion price of $0.002, or seventy five percent (75%) of the average of the closing bid price
of the common stock as reported by Bloomberg LP for the principal market for the 5 trading days preceding the
conversion date, and was due on September 30, 2013. On November 2, 2014, the holder of convertible note informed
the Company that it will no longer be seeking repayment of $25,908.

The following table summarizes the convertible promissory notes movement:

Balance at June 30, 2014 $25,908
Convertible notes issued —
Convertible notes forgiven (25,908)
Total —

Less: debt discount —
Balance at December 31, 2014 $—

6. DERIVATIVE WARRANT IIABILITY AND FAIR VALUE

The Company has evaluated the application of ASC 815 Derivatives and Hedging (formerly SFAS No. 133) and ASC
815-40-25 to the Warrants to purchase common stock issued with the Convertible Notes and service agreements.
Based on the guidance in ASC 815 and ASC 815-40-25, the Company concluded these instruments were required to
be accounted for as derivatives due to the down round protection feature on the conversion price and the exercise
price. The Company records the fair value of these derivatives on its balance sheet with changes in the values of these
derivatives reflected in the statements of operations as “Gain (loss) on derivative liabilities.” These derivative
instruments are not designated as hedging instruments under ASC 815 and are disclosed on the balance sheet under
Derivative Liabilities.

The Company accounted for the issuance of the convertible debentures in accordance with ASC 815 Derivatives and
Hedging.” The debentures are convertible into an indeterminate number of shares for which the Company cannot
determine if it has sufficient authorized shares to settle the transaction with. Accordingly, the embedded conversion
option is a derivative liability and is marked to market through earnings at the end of each reporting period.

17
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The gross proceeds from the sale of the debentures are recorded net of discount of related conversion feature of the
embedded conversion option. When the fair value of conversion options is in excess of the debt discount the amount is
included as a component of interest expense in the statement of comprehensive income.

The fair value of the Warrants underlying the promissory notes issued at the time of their issuance was calculated
pursuant to the Black-Scholes option pricing model. The fair value was recorded as a reduction to the promissory
notes payable and was charged to operations as interest expense in accordance with effective interest method within
the period of the promissory notes. Significant assumptions used in calculating fair value of outstanding warrants are

as follows.

Expected Expected
dividend volatility

196.14% -
348.56%

-10-

Risk-free rate of
interest

0.07%/1 year
0.35%/2 years

0.5%/3 years

Expected term

(year)

As set forth by each
promissory note agreement

Exercise

. Underlying Number of shares
price

$0.0002 per As set forth by each
share promissory note agreement

18
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7. NOTE PAYABLE — OTHER

On November 1, 2013, the Company issued a $30,000 promissory note to a vendor who provide monitoring services
to the Company. The note is non-interest bearing and due on June 1, 2014. The note will be paid in six installment
payments with $5,000 due on the first day of each month from January to June 2014. Based on the note, all
subscribers monitoring agreements owned or newly originated by the Company must be monitored by the note holder
until the terms of the agreement are satisfied. This note is guaranteed by the CEO of the Company. As of December
31, 2014, the note was paid in full.

8. CREDIT LINE — REL ATED PARTY

On September 30, 2014, the Company entered into a line of credit with a company, which is partially owned by the
Company’s CEO. Under the line of credit agreement, the Company will be able to borrow up to $300,000 with the rate
of interest of 6.5% per annum. The maturity date of the credit line is September 30, 2017.

As of December 31, 2014, outstanding balance under the line of credit was $275,000.

9. LOAN TO EMPLOYEE

During three months ended December 31, 2014, the Company loaned $30,000 to an employee of the Company. This
loan is non-interest bearing and due in December 31, 2015. The employee pledged 60,000 shares of the Company’s
common stock as collateral.

As of December 31, 2104, the amount outstanding was $30,000.

10.INCOME TAX

The reconciliation of income tax benefit at the U.S. statutory rate of 34% for the six months ended December 31, 2014
and 2013 to the Company’s effective tax rate is as follows:

19
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Six months ended

December 31,

2014 2013
U.S. federal statutory rate (34.0)% (34.0)%
State income tax, net of federal benefit (9.99 )% (9.99 )%
Change in valuation allowance 43.99% 43.99 %
Income tax provision (benefit) 00 % 00 %

The benefit for income tax is summarized as follows:

Six months ended

December 31,

2014 2013
Federal:
Current $— $—
Deferred (49,616) 301,850
State and local:
Current — —
Deferred (14,578) 88,690
Change in valuation allowance 64,194 (390,540)
Income tax provision (benefit) $— $—

-11-
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As of December 31, 2014, the Company had approximately $11 million of federal and state net operating loss
carryovers (“NOLs”) which begin to expire in 2028. Utilization of the NOLs may be subject to limitation under the
Internal Revenue Code Section 382 should there be a greater than 50% ownership change as determined under
regulations.

In assessing the realization of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will be realized. The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income
and tax planning strategies in making this assessment. Based on the assessment, management has established a full
valuation allowance against the entire deferred tax asset relating to NOLs for every period because it is more likely
than not that all of the deferred tax asset will not be realized.

The Company files U.S. federal and states of Pennsylvania tax returns that are subject to audit by tax authorities
beginning with the year ended June 30, 2008. The Company’s policy is to classify assessments, if any, for tax and
related interest and penalties as tax expense.

11. CONCENTRATIONS

The Company had only one supplier during the three and six months ended December 31, 2014 and 2013,
respectively.

12. SUBSEQUENT EVENTS

On January 28, 2015, the Company entered into an agreement to acquire 51% ownership of Medical Sales Group,
LLC (“Medical Sales Group”) in exchange for one million shares of restricted common stock of the Company. This
acquisition is expected to close once all accounting work has been completed on the acquisition. The Company’s CEO
owns 33% interest in Medical Sales Group. Medical Sales Group was formed in 2014 as a vehicle for acquiring
companies in the rapidly expanding medical and telehealth fields.

-12-

21



Edgar Filing: MEDICAL ALARM CONCEPTS HOLDINGS INC - Form 10-Q
(table of contents)

2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

ltem p OPERATIONS.

This Quarterly Report on Form 10-Q for the three and six months ended December 31, 2013 contains
“forward-looking statements” within the meaning of Section 21E of the Securities and Exchange Act of 1934, as
amended, including statements that include the words “believes,” “expects,” “anticipates,” or similar expressions.
These forward-looking statements include, among others, statements concerning our expectations regarding our
working capital requirements, financing requirements, business, growth prospects, competition and results of
operations, and other statements of expectations, beliefs, future plans and strategies, anticipated events or trends, and
similar expressions concerning matters that are not historical facts. The forward-looking statements in this Quarterly
Report on Form 10-Q for the three and three months ended December 31, 2014 involve known and unknown risks,
uncertainties and other factors that could cause our actual results, performance or achievements to differ materially
from those expressed in or implied by the forward-looking statements contained herein.

€

Overview and Recent Events

Medical Alarm Concepts Holding, Inc. was organized in mid 2008. The operation was financed with a considerable
amount of toxic convertible debt. This type of financing, along with several other issues, prevented the Company from
realizing a robust growth rate for its first few years of operation. Since that time considerable management time has
been spent and investor money utilized to turn the Company's operation around. As of the date of this filing, Medical
Alarm Concepts is currently experiencing a robust growth rate, quality relationships with quality customers, and
significantly improved balance sheet.

The Company's product is called the MediPendant®, which is a personal emergency alarm that is mainly purchased by
adults for their aging parents. While it is primarily a device for older people, there is also a market for those who are
physically disabled, as well as for persons living alone. The MediPendant® device has significant feature and function
advantages over other personal medical alarms in the marketplace today. Approximately 70% of all medical alarms
currently being sold in the United States are first-generation technologies that require the user to speak and listen
through a central base station unit. If the user of one of these older generation products is not within speaking or
listening distance to the base station, the user may not be heard by the operator in the centralized emergency
monitoring center.

The MediPendant® enables the wearer to simply speak and listen directly through the pendant in the event of an
emergency. The MediPendant® is designed to be worn in the bath or shower and offers a 600-foot range so that the
wearer can operate the unit from virtually anywhere within their home or on their property.

The MediPendant® has strong intellectual property patent protection. The patent protects a unique feature of the
product, which is voice prompts that alert the user of the operational status of the device and that help is being
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summoned upon alarm activation.

During December of 2011, the Company announced the MediPendant® would be distributed by Costco Wholesale
Corporation. Costco is one of the largest retailers in not only the United States, but throughout the world with
approximately 75,000,000 customers. The Company's relationship with this retailer has been strong, sales are
occurring on a daily basis, and customer satisfaction is high. The Company successfully runs sales programs at Costco
including email blasts, Costco.com coupons, and assorted other promotions. The MediPendant® product will continue
to be included in Costco promotions with more scheduled for later in 2014 and early 2015. The MediPendant® has
now received 28 product reviews on the retailer's website, 21 of which are "5 out of 5 Star" ratings. The average rating
is "4.5 Stars" out of 5 Stars.

The Company has also had successes internationally with distribution agreements in Denmark and Ireland.
Additionally, the Company is currently working on a distribution/joint venture with JTT-EMS, which is a company
located just outside of Beijing, China. Medical Alarm Concepts is expecting steady growth from its international
markets during 2015. The Company also distributes the MediPendant® through Internet marketing and through
various outside call centers. Significant investment is planned to expand sales opportunities relative to these areas.

The Company received an investment led by strategic partner, JTT-EMS LTD of Shijiazhuang, China. Under the
terms of the investment, JTT-EMS LTD purchased Common Stock in a private placement transaction and has
indicated to the Company that it plans to hold these shares as a long-term investment. The financing, including
additional investments by current shareholders, total up to approximately $330,000. There are no warrants or options
associated with this investment. As more fully noted below, funds received will primarily be used to rebuild inventory
levels to meet the growing demand and to pay professional fees associated with returning the Company to fully
reporting status.

-13-
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On December 10, 2013, the Company entered into a Global Settlement Agreement (the “Agreement”) with the holder of
its credit line and major shareholders. Under the terms of the agreement, all of the Company’s credit line and accrued
interests on credit line were forgiven and all of the convertible debt would be converted to common shares, except for
the balance of $25,908.08. On November 2, 2014, the holder of the convertible notes informed the Company that the
holder of the convertible notes would no longer seeking repayment of the outstanding balance of $25,908.

In exchange for the credit line cancellation and the conversion of convertible debt, both parties agreed on the
following terms: 1) the manage