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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,

please check the following box and list the Securities Act registration statement number of the earlier effective

registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following

box and list the Securities Act registration statement number of the earlier effective registration statement for the same

offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following

box and list the Securities Act registration statement number of the earlier effective registration statement for the same

offering. _

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box.
CALCULATION OF REGISTRATION FEE

Proposed Proposed
Title Of Each Maximum Maximum
Class of Securities Amount To Offering Price Aggregate Amount of
to be Registered Be Registered (1) Per Share (2) Offering Price Registration Fee
Common Stock, $.01 par 2,661,263
value(3) shs. $ 2.00 $ 5,322,526.00 $ 626.46
Common Stock, $.01 par
value(4) 246,269 shs. 1.50 369,403.50 43.48
Common Stock, $.01 par
value(4) 558,213 shs. 2.00 1,116,426.00 131.40
Common Stock, $.01 par
value(4) 131,343 shs 1.68 220,656.24 25.97
3,597,088
Total shs. - $ 827.31

(1) All shares registered pursuant to this registration statement are to be offered by selling shareholders. Pursuant to
Rule 416 under the Securities Act of 1933, this registration statement also covers such number of additional shares of
common stock to prevent dilution resulting from stock splits, stock dividends and similar transactions pursuant to the
terms of the warrants referenced below.

(2) Estimated solely for the purpose of computing amount of the registration fee pursuant to Rule 457(c)
promulgated under the Securities Act of 1933, as amended, based on the average of the bid and asked prices on the
OTC Bulletin Board on March 17, 2006.

(3) Represents 110% of the 2,419,330 shares underlying Series D Convertible Preferred Stock.

(4) Represents the 110% of an aggregate of 850,750 shares of common stock issuable upon exercise of warrants held
by the selling stockholders. In accordance with Rule 457(g), the registration fee for these shares is calculated upon a
price which represents the highest of (i) the price at which the warrants may be exercised; (ii) the offering price
securities of the same class included in this registration statement, or (iii) the price of securities of the same class, as
determined pursuant to Rule 457(c).

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 Commission, acting pursuant to said Section 8(a),
may determine.
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SUBJECT TO COMPLETION, MARCH 31, 2006
PROSPECTUS
3,597,088 shares of common stock
CAPRIUS, INC.

This prospectus relates to the sale or other disposition by the selling stockholders identified on pages 31 to 33 of this
prospectus, or their transferees, of up to 3,597,088 shares of our common stock, or interests therein, including
2,419,330 shares underlying shares of Series D Preferred Stock and 850,750 shares issuable upon exercise of warrants,
plus an additional 327,008 shares by reason of provisions in the Registration Rights Agreement pursuant to which the
registration statement of which this prospectus is a part is being filed. These dispositions may be at fixed prices, at
prevailing market prices at the time of sale, at prices related to the prevailing market price, at varying prices
determined at the time of sale, or at negotiated prices.

We will receive no proceeds from the sale or other disposition of the shares, or interests therein, by the selling
stockholders. However, we will receive proceeds in the amount of $1,551,351 assuming the cash exercise of all of the
warrants held by the selling stockholders, subject to certain of the warrants being exercised under a “cashless exercise”
right.

Our common stock is traded on the over-the-counter electronic bulletin board. Our trading symbol is CAPS. On
March 27, 2006, the last bid price as reported was $1.70.

The selling stockholders, and any participating broker-dealers may be deemed to be “underwriters” within the meaning
of the Securities Act of 1933, and any commissions or discounts given to any such broker-dealer may be regarded as
underwriting commissions or discounts under the Securities Act. The selling stockholders have informed us that they
do not have any agreement or understanding, directly or indirectly, with any person to distribute their common stock.

Brokers or dealers effecting transaction in the shares should confirm the registration of these securities under the
securities laws of the states in which transactions occur or the existence of our exemption from registration.

An investment in shares of our common stock involves a high degree of risk. We urge you to carefully consider
the Risk Factors beginning on page 4.

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.

March __, 2006
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus. This summary does not contain
all the information that you should consider before investing in the common stock. You should carefully read the
entire prospectus, including “Risk Factors” and the Consolidated Financial Statements, before making an investment
decision.

THE COMPANY
Background

Caprius, Inc. is engaged in the infectious medical waste disposal business. In the first quarter of Fiscal 2003, we
acquired a majority interest in M.C.M. Environmental Technologies, Inc. (“MCM”), which develops, markets and sells
the SteriMed and SteriMed Junior compact units (together, the “SteriMed Systems”) that simultaneously shred and
disinfect regulated medical waste (“RMW”). The SteriMed Systems are sold and leased in both the domestic and
international markets.

Our principal business office is located at One University Plaza, Suite 400, Hackensack, New Jersey 07601, and our
telephone number at that address is (201) 342-0900.

In this prospectus, “Caprius,” the “Company,” “we,” “us” and “our” refer to Caprius, Inc. and, unless the context otherw
indicates, our subsidiary MCM.

History

In June 1999, we acquired Opus Diagnostics Inc. (“Opus”) and began manufacturing and selling medical diagnostic
assays constituting the Therapeutic Drug Monitoring Business (“TDM”). In October 2002, we sold the assets of the
TDM business to Seradyn, Inc., an unrelated company. We were founded in 1983 and, through June 1999, essentially
operated in the business of seeking to develop specialized medical imaging systems, as well as operating the Strax
Institute (“Strax”), a comprehensive breast imaging center. The Strax Institute was sold in September 2003 to an
unrelated company.

Acquisition of M.C.M. Environmental Technologies, Inc.

In December 2002, we closed the acquisition of our initial investment of 57.53% of the capital stock of MCM for a
purchase price of $2.4 million. MCM wholly-owns MCM Environmental Technologies Ltd., an Israeli corporation,
which initially developed the SteriMed Systems. Upon closing, our designees were elected to three of the five seats on
MCM’s Board of Directors, with George Aaron, President and CEO, and Jonathan Joels, CFO, filling two seats.
Additionally, as part of the transaction, certain debt of MCM to its existing stockholders and to certain third-parties
was converted to equity in MCM or restructured. Pursuant to its Letter of Intent with MCM, Caprius had provided
MCM with loans totaling $565,000, which loans were repaid upon closing by a reduction in the cash portion of the
purchase price. As part of the Stockholders Agreement dated December 17, 2002, there were certain provisions
relating to performance adjustments for the twenty-four month period post-closing. As a consequence, our ownership
interest increased by 5% in the fiscal year 2004 and by an additional 5% in the fiscal year 2005. Furthermore, our
equity ownership increased with the conversion of various loans made to MCM and cash calls made by MCM during
Fiscal 2005. As of September 30, 2005, our interest in MCM increased to 96.66%.

SteriMed Systems
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We developed and market worldwide the SteriMed and SteriMed Junior compact units that simultaneously shred and
disinfect RMW, reducing its volume up to 90%, and rendering it harmless for disposal as ordinary waste. The
SteriMed Systems are patented, environmentally-friendly, on-site disinfecting and disposal units that can process
regulated clinical waste, including sharps, dialysis filters, pads, bandages, plastic tubing and even glass, in a 15 minute
cycle. The units, comparable in size to a washer-dryer, simultaneously shred, grind, mix and disinfect the waste with
the proprietary Ster-Cid® solution. After treatment, the material may be discarded as conventional solid waste, in
accordance with appropriate regulatory requirements.
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The SteriMed Systems enable generators of RMW, such as clinics and hospitals, to significantly reduce cost for
treatment and disposal of RMW, eliminate the potential liability associated with the regulated “cradle to grave” tracking
system involved in the transport of RMW, and treat in-house RMW on-site in an effective, safe and easy manner. As
the technology for disinfection is chemical-based, within the definitions used in the industry, it is considered as an
alternative treatment technology.

The SteriMed Systems are comprised of two different sized units, and the required Ster-Cid® disinfectant solution can
be utilized with both units. The larger SteriMed can treat up to 18.5 gallons (70 liters) of medical waste per cycle. The
smaller version, the SteriMed Junior, can treat 4 gallons (15 liters) per cycle.

Ster-Cid® is our proprietary disinfectant solution used in the SteriMed Systems. Ster-Cid® is approximately 90%
biodegradable and is registered with the U.S. Environmental Protection Agency (“U.S. EPA”) in accordance with the
Federal Insecticide, Fungicide, Rodenticide Act of 1972 (“FIFRA”). During the SteriMed disinfecting cycle, the
concentration of Ster-Cid® is approximately 0.5% of the total volume of liquids. The Ster-Cid® disinfectant in
conjunction with the SteriMed Systems has been tested in independent laboratories. Results show that disinfection
levels specified in the U.S. EPA guidance document, “Report on State and Territorial Association on Alternate
Treatment Technologies”, are met. Furthermore, it is accepted by Publicly Owned Treatment Works (“POTW”) allowing
for its discharge into the sewer system.

Both SteriMed units are safe and easy to operate requiring only a half day of training. Once the cycle commences, the
system is locked, and water and Ster-Cid® are automatically released into the treatment chamber. The shredding,
grinding and mixing of the waste is then initiated exposing all surfaces of the medical waste to the chemical solution
during the 15 minute processing cycle. At the end of each cycle, the disinfected waste is ready for disposal as regular
solid waste.

In the United States, the initial focus of marketing the SteriMed Systems has been to the medium-term to larger chains
of dialysis clinics on a lease or sales basis. In addition, we are also pursuing other potential users, including
laboratories, plasma phoresis centers, blood banks, surgical centers and hospitals.

Internationally, we continue to market our SteriMed Systems both directly and indirectly through distributors. Our
distributors are trained by us to enable them to take on the responsibility for the installation and maintenance that are
required for the SteriMed Systems.

RECENT DEVELOPMENTS

On February 17, 2006, we closed a private placement of 241,933 shares of Series D Convertible Preferred Stock and
warrants for net proceeds of $2,700,000. The Series D Convertible Preferred Stock is convertible into 2,419,330
shares of common stock. The warrants consist of 2006 Series A Warrants for the purchase of 223,881 shares of
Common Stock at $1.50 per share and 2006 Series B Warrants for the purchase of 447,764 shares of common stock at
$2.00 per share, exercisable for five years.

THE OFFERING

Securities Covered Hereby 3,597,088 shares, includes
2,419,330 shares underlying
Series D convertible preferred
stock and 850,750 shares subject
to warrants, and an additional
327,008 shares that may become



Common Stock to be
Outstanding after the Offering

Use of Proceeds
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issuable by reason of provisions
in the Registration Rights
Agreement pursuant to which
this prospectus is being filed to
register 110% of the registrable
shares.

6,592,878 shares, assuming the
selling stockholders convert all
of their Series D Preferred Stock
and exercise all their warrants.

We will receive no proceeds
from the sale or
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other disposition of the shares of
common stock covered hereby, or
interests therein, by the selling
stockholders. However, we will
receive $1,551,351 if all of the
warrants for underlying shares
included in this prospectus are
exercised for cash. We will use these
proceeds for general corporate
purposes.

OTC Electronic Bulletin Board “CAPS”
Symbol
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RISK FACTORS

See “RISK FACTORS?” for a discussion of certain factors that should be considered in evaluating an investment in the
common stock.

SUMMARY FINANCIAL AND OPERATING INFORMATION

The following selected financial information is derived from the Consolidated Financial Statements appearing
elsewhere in this Prospectus and should be read in conjunction with the Consolidated Financial Statements, including
the notes thereto, appearing elsewhere in this Prospectus.

Three Months Ended
Year Ended September 30, December 31,
(Unaudited)
Summary of Operations 2005 2004 2005 2004
Total revenues $ 848,802 $ 885,461 $ 240,888 $ 262,659
Loss from continuing operations (2,538,408) (3,249,963) (693,438) (797,072)
Loss from operations of discontinued
Strax Business - (105,806) - -
Net loss (2,538,408) (3,355,769) (693,438) (797,072)
Loss from continuing operations per
share (1.16) (3.18) (0.21) (0.78)
Income (loss) from discontinued
operations per share - (0.10) - -
Net loss per common share (basic and
diluted) $ (1.16) $ (3.28) $ 0.21) $ (0.78)
Weighted average common shares
outstanding, basic and diluted 2,288,543 1,022,328 3,321,673 1,022,328
As of
September 30, As of
Statement of Financial Position 2005 December 31, 2005
(Unaudited)
Cash and cash equivalents $ 1,257,158 $ 620,934
Total assets 3,173,137 2,506,755
Working capital 1,705,187 1,086,326
Long-term debt - -
Stockholders’ equity 2,795,540 2,102,102
RISK FACTORS

The shares of our common stock being offered for resale by the selling stockholders are highly speculative in nature,
involve a high degree of risk and should be purchased only by persons who can afford to lose the entire amount
invested in the common stock. Before purchasing any of the shares of common stock, you should carefully consider
the following factors relating to our business and prospects. If any of the following risks actually occurs, our business,
financial condition or operating results could be materially adversely affected. In such case, the trading price of our
common stock could decline and you may lose all or part of your investment.

Business Risks
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We Have a History of Losses

To date, we have been unable to generate revenue sufficient to be profitable. We had a net loss of approximately
$2,538,000, or $(1.16) per share, for the fiscal year ended September 30, 2005, compared to a net loss of
approximately $3,356,000, or $(3.28) per share, for the fiscal year ended September 30, 2004, and a net loss of
approximately $694,000, or $(0.21) per share, for the three month period ended December 31, 2005. We can expect to
incur losses for the immediate foreseeable future. There can be no assurance that we will achieve the level of

4
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revenues needed to be profitable in the future or, if profitability is achieved, that it will be sustained. Due to these
losses, we have a continuing need for additional capital.

Risk of Need for Additional Financing

We raised gross proceeds of $3.0 million in a placement of Series D Convertible Preferred Stock in the second quarter
of fiscal 2006, and gross proceeds of $4.5 million in a placement of Series C Preferred Stock and warrants in the
second quarter of fiscal 2005. The net proceeds from these placements should fulfill our capital needs through March
31, 2007 based upon our present business plan. However, we expect to require additional working capital or other
funds in the near future should we need to modify our business plan. These funds are required to support our
marketing efforts, obtain additional regulatory approvals both domestically and overseas as well as to provide for our
manufacturing purposes. In the event we are unable to achieve any market penetration in the near term, secure
regulatory approvals or build inventory available for immediate delivery, our ability to secure additional funding
could be severely jeopardized. No assurance can be given that we will be successful in obtaining additional funds,
whether publicly or privately or through equity or debt. Any such financing could be highly dilutive to stockholders.

Our Lack of Operating History Makes Evaluation of our Business Difficult.

The MCM business, our primary business, is at an early stage of commercialization and there is no meaningful
historical financial or other information available upon which you can base your evaluation of this business and its
prospects. We acquired the MCM business in December 2002 and have generated insubstantial revenues to date from
it.

In addition, our early stage of commercialization means that we have less insight into how market and technology
trends may affect our business. This includes our ability to attract and convince customers to switch from their current
method of dealing with the disposal of their medical waste to a new technology and to adjust their current in-house
system to adapt to our SteriMed Systems. As a consequence, the revenue and income potential of our business is
unproven. Further, we cannot estimate the expenses for operating the business. If we are incorrect in our estimates, it
could be detrimental to our business.

We Expect our Manufacturing and Marketing Development Work for our MCM Business to Continue for
Some Time, and our Manufacturing and Marketing may not Succeed or may be Significantly Delayed.

At present, the SteriMed is manufactured at our own facility in Israel. The SteriMed Junior is currently manufactured
by a third-party manufacturer in Israel. While we expect our manufacturing and product development work to
continue in Israel, due to the limited capacity as well as the high costs of transportation from Israel, we continue to
seek sub-assembly manufacturers to enable us to reduce the cost of the SteriMed Junior as well as alternative locations
in North America for the manufacture of our SteriMed Junior. As we receive interest from these manufacturers, we
will then undertake a detailed analysis to ensure that they are sufficiently qualified to manufacture our unit and that
their costs are acceptable to us. If we fail to effectively manufacture or cause the manufacture of or fail to develop a
market for our SteriMed Systems, we will likely be unable to recover the losses we will have incurred in attempting to
produce and market these products and technologies and may be unable to make sales or become profitable. As a
result, the market price of our securities may decline, causing you to lose some or all of your investment.

Dependence on Our Third-Party Component Suppliers
We are dependent on third-party suppliers for the components of our SteriMed and SteriMed Junior Systems and also
for the Ster-Cid® disinfectant. At present there are no supply contracts in place and our requirements are fulfilled

against purchase orders. There can be no assurances that we will have adequate supplies of materials. Although we

11
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believe that the required components are readily available and can be provided by other suppliers, delays may be

incurred in establishing relationships or in waiting for quality control assurance with other manufacturers for
substitute components.

5
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We Are Subject to Extensive Governmental Regulation with which it is Frequently Difficult, Expensive And
Time-Consuming to Comply.

The medical waste management industry is subject to extensive U.S. EPA, state and local laws and regulations
relating to the collection, packaging, labeling, handling, documentation, reporting, treatment and disposal of regulated
medical waste. The use of the Ster-Cid® disinfectant in the SteriMed Systems is registered with the U.S. EPA under
FIFRA, however, the SteriMed Systems are not subject to U.S. EPA registration. Our business requires us to comply
with these extensive laws and regulations and also to obtain permits, authorizations, approvals, certificates or other
types of governmental permission from all states and some local jurisdictions where we sell or lease the SteriMed
Systems. The SteriMed has been cleared for marketing in 47 states and the SteriMed Junior in 42 states. It is our
objective to obtain approvals from the remaining states. The Ster-Cid® has been registered in 49 states. Our ability to
obtain such approvals in the remaining states and the timing and cost to do so, if successful, cannot be easily
determined nor can the receipt of ultimate approval be assumed.

In markets outside the U.S., our ability to market the SteriMed Systems is governed by the regulations of the specific
country. In foreign countries, we primarily market through distributors and we rely on them to obtain the necessary
regulatory approvals to permit the SteriMed Systems to be marketed in that country. We are therefore dependent on
the distributors to process these applications where required. In many of these countries, we have no direct control or
involvement in the approval process, and therefore we cannot estimate when our product will be available in that
market.

We believe that we currently comply in all material respects with all applicable laws, regulations and permitting
requirements. State and local regulations change often, however, and new regulations are frequently adopted. Changes
in the applicable regulations could require us to obtain new approvals or permits, to change the way in which we
operate or to make changes to our SteriMed Systems. We might be unable to obtain the new approvals or permits that
we require and the cost of compliance with new or changed regulations could be significant. In the event we are not in
compliance, we can be subject to fines and administrative, civil or criminal sanctions or suspension of our business.

The approvals or permits that we require in foreign countries may be difficult and time-consuming to obtain. They
may also contain conditions or restrictions that limit our ability to operate efficiently, and they may not be issued as
quickly as we need (or at all). If we cannot obtain the approval or permits that we need when we need them, or if they
contain unfavorable conditions, it could substantially impair our ability to sell the SteriMed Systems in certain
jurisdictions or to import the system into the United States.

We May Not Be Able to Effectively Protect Our Intellectual Property Rights and Proprietary Technology,
Which Could Have a Material Affect on Our Business and Make It Easier For Our Competitors to Duplicate
Our Products.

We regard certain aspects of our products, processes, services and technology as proprietary, and we have trademarks
and patents for certain aspects of the SteriMed Systems. Our ability to compete successfully will depend in part on our
ability to protect our proprietary rights and to operate without infringing on the proprietary right of others, both in the
United States and abroad. Our proprietary rights to Ster-Cid® relate to an exclusive worldwide license that we had
obtained from a third party manufacturer in Europe to purchase the Ster-Cid® disinfectant. The patent positions of
medical waste technology companies generally involve complex legal and factual questions. While patents are
important to our business, the regulatory approvals are more critical in permitting us to market our products. We may
also apply in the future for patent protection for uses, processes, products and systems that we develop. There can be
no assurance that any future patent for which we apply will be issued, that any existing patents issued will not be
challenged, invalidated or circumvented, that the rights granted thereunder will provide any competitive advantage,
that third-parties will not infringe or misappropriate our proprietary rights or that third parties will not independently

13
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develop similar products, services and technology. We may incur substantial costs in defending any patent or license
infringement suits or in asserting any patent or license rights, including those granted by third parties, the expenditure
of which we might not be able to afford. An adverse determination could subject us to significant liabilities to third
parties, require us to seek licenses from or pay royalties to third parties or require us to develop appropriate alternative
technology. There can be no assurance that any such licenses would be available on acceptable terms or at all, or that
we could develop alternate technology at an acceptable price or at all. Any of these events could have a material
adverse effect on our business and profitability.

6
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We may have to resort to litigation to enforce our intellectual property rights, protect our trade secrets, determine the
validity and scope of the proprietary rights of others, or defend ourselves from claims of infringement, invalidity or
unenforceability. Litigation may be expensive and divert resources even if we win. This could adversely affect our
business, financial condition and operating results such that it could cause us to reduce or cease operations.

We May Not Be Able to Develop New Products That Achieve Market Acceptance

Our future growth and profitability depend in part on our ability to respond to technological changes and successfully
develop and market new products that achieve significant market acceptance. This industry has been historically
marked by very rapid technological change and the frequent introductions of new products. There is no assurance that
we will be able to develop new products that will realize broad market acceptance.

The Nature of Our Business Exposes Us to Professional and Product Liability Claims, Which Could Materially
Adversely Impact Our Business and Profitability

The malfunction or misuse of our SteriMed Systems may result in damage to property or persons, as well as violation
of various health and safety regulations, thereby subjecting us to possible liability. Although our insurance coverage is
in amounts and deductibles customary in the industry, there can be no assurance that such insurance will be sufficient
to cover any potential liability. We currently retain a claims made $2 million worldwide product liability insurance
policy. Further, in the event of either adverse claim experience or insurance industry trends, we may in the future have
difficulty in obtaining product liability insurance or be forced to pay very high premiums, and there can be no
assurance that insurance coverage will continue to be available on commercially reasonable terms or at all. In
addition, there can be no assurance that insurance will adequately cover any product liability claim against us. A
successful product liability, environmental or other claim with respect to uninsured liabilities or in excess of insured
liabilities could have a material adverse effect on our business, financial condition and operations. To date, no claims
have been made against us. We believe that our insurance coverage is adequate to cover any claims made, and we
review our insurance requirement with our insurance broker on an annual basis.

Other Parties May Assert That Our Technology Infringes On Their Intellectual Property Rights, Which Could
Divert Management Time and Resources and Possibly Force Us To Redesign Our Products.

Developing products based upon new technologies can result in litigation based on allegations of patent and other
intellectual property infringement. While no infringement claims have been made or threatened against us, we cannot
assure you that third parties will not assert infringement claims against us in the future, that assertions by such parties
will not result in costly litigation, or that they will not prevail in any such litigation. In addition, we cannot assure you
that we will be able to license any valid and infringed patents from third parties on commercially reasonable terms or,
alternatively, be able to redesign products on a cost-effective basis to avoid infringement. Any infringement claim or
other litigation against or by us could have a material adverse effect on us and could cause us to reduce or cease
operations, and even if we are successful in a litigation to defend such claim, there may be adverse effects due to the
significant expenses related to defending the litigation.

The Loss of Certain Members of Our Management Team Could Adversely Affect Our Business.

Our success is highly dependent on the continued efforts of George Aaron, Chairman, President and Chief Executive
Officer, and Jonathan Joels, Chief Financial Officer, Treasurer and Secretary, who are our key management persons.
Should operations expand, we will need to hire persons with a variety of skills and competition for these skilled
individuals could be intense. Neither Mr. Aaron nor Mr. Joels plan to retire or leave us in the near future. However,
there can be no assurance that we will be successful in attracting and/or retaining key personnel in the future. Our
failure to do so could adversely affect our business and financial condition. We do not have employment agreements
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with or carry any “key-man” insurance on the lives of any of our officers or employees.
Dependence on Principal Customers

Two principal customers, Advanced Washroom and a major U.S. dialysis company accounted for approximately 39%
of our revenues from our SteriMed business for fiscal year 2005. Four principal customers,
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Euromedic, which is a foreign distributor in Central and Eastern Europe, the U.S. Navy and two major U.S. dialysis
companies accounted for approximately 70% of our revenues in the three months ended December 31, 2004. We are
presently working on the expansion of our sales, both internationally and domestically. In fiscal year 2005, we
received our first significant order for the SteriMed Junior from a major U.S. dialysis company. The loss of any one of
our principal customers would have a significant adverse impact to our business.

Competition

There are numerous methods of handling and disposing of RMW, of which our technology is one of the available
systems. We are not aware of any competitive product that is similar to the SteriMed Systems with respect to its
design and compactness. We believe that our SteriMed Systems, due to their ability to be used on site, competitive
cost and ease of use, offer a significant advantage over RMW systems offered by our competitors. We realize,
however, there can be no assurance that a different or new technology may not supplant us in the market. Further, we
cannot guarantee that in the event that we are successful in the deployment of our systems in the marketplace, the
predominant companies in the field, which have substantially greater resources and market visibility than us, will not
try to develop similar systems.

Control by a Lead Investor

An investor group beneficially owns approximately 49.3% of the outstanding common stock, including shares of
common stock underlying Series D Preferred Stock and warrants currently held by them. Accordingly, they could
exercise a significant voting block in the election of directors and other matters to be acted upon by stockholders.

Market Risks
There is Only a Volatile Limited Market for Our Common Stock

Recent history relating to the market prices of public companies indicates that, from time to time, there may be
periods of extreme volatility in the market price of our securities because of factors unrelated to the operating
performance of, or announcements concerning, the issuers of the affected stock, and especially for stock traded on the
OTC Bulletin Board. Our common stock is not actively traded, and the bid and asked prices for our common stock
have fluctuated significantly. Since 2003, the common stock has traded on the OTC Bulletin Board from a high of
$6.80 to a low of $1.00 per share. See “MARKET FOR OUR COMMON STOCK.” General market price declines,
market volatility, especially for low priced securities, or factors related to the general economy or to us in the future
could adversely affect the price of the common stock. With the low price of our common stock, any securities
placement by us would be very dilutive to existing stockholders, thereby limiting the nature of future equity
placements.

The Number of Shares Being Registered for Sale is Significant in Relation to our Trading Volume

All of the shares registered for sale on behalf of the selling stockholders are “restricted securities” as that term is defined
in Rule 144 under the Securities Act. At March 1, 2006, we had 3,321,673 outstanding shares of common stock and an
aggregate of 4,681,190 shares of common stock reserved for the conversion of Preferred Stock and the exercise of
options and warrants. Of the 8,002,863 shares, an aggregate of 3,270,080 shares have been included in this prospectus.
We have filed this registration statement to register these restricted shares for sale into the public market by the selling
stockholders. We previously filed a separate registration statement for the restricted shares issuable in our February
2005 placement (see Form SB-2 No. 333-124096). These restricted securities, if sold in the market all at once or at
about the same time, could depress the market price during the period the registration statement remains effective and
also could affect our ability to raise equity capital. Any outstanding shares not sold by the selling stockholders
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pursuant to this prospectus will remain as “restricted shares” in the hands of the holder, except for those held by
non-affiliates for a period of two years, calculated pursuant to Rule 144.
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We Have Never Paid Dividends and We Do Not Anticipate Paying Dividends in the Future

We do not believe that we will pay any cash dividends on our common stock in the future. We have never declared
any cash dividends on our common stock, and if we were to become profitable, it would be expected that all of such
earnings would be retained to support our business. Since we have no plan to pay cash dividends, an investor would
only realize income from his investment in our shares if there is a rise in the market price of our common stock, which
is uncertain and unpredictable.

Shares Eligible for Future Sale Could Negatively Affect Your Investment in Us

The fact that we are seeking additional capital through the sale of our securities, including shares of our preferred
stock, which include granting certain registration rights to the investors, could negatively impact us. At March 1,
2006, we had 44,474,456 shares of common stock and 731,067 shares of preferred stock which our Board of Directors
could issue without any approval of existing holders. The issuance of these shares, as well as the issuance of any new
shares, and any attempts to resell them could depress the market for the shares being registered under this prospectus.

We Are Subject to Penny Stock Regulations and Restrictions

The Securities and Exchange Commission has adopted regulations which generally define Penny Stocks to be an
equity security that has a market price less than $5.00 per share or an exercise price of less than $5.00 per share,
subject to certain exemptions. As of March 17, 2006, the closing price for our common stock was $2.00 per share and
therefore, it is designated a “Penny Stock.” As a Penny Stock, our common stock may become subject to Rule 15g-9
under the Securities Exchange Act of 1934, as amended (“Exchange Act”), or the Penny Stock Rule. This rule imposes
additional sales practice requirements on broker-dealers that sell such securities to persons other than established
customers and “accredited investors” (generally, individuals with a net worth in excess of $1,000,000 or annual incomes
exceeding $200,000, or $300,000 together with their spouses). For transactions covered by Rule 15g-9, a
broker-dealer must make a special suitability determination for the purchaser and have received the purchaser’s written
consent to the transaction prior to sale. As a result, this rule may affect the ability of broker-dealers to sell our
securities and may affect the ability of purchasers to sell any of our securities in the secondary market.

For any transaction involving a penny stock, unless exempt, the rules require delivery, prior to any transaction in a
penny stock, of a disclosure schedule prepared by the Securities and Exchange Commission (“SEC”) relating to the
penny stock market. Disclosure is also required to be made about sales commissions payable to both the broker-dealer
and the registered representative and current quotations for the securities. Finally, monthly statements are required to
be sent disclosing recent price information for the penny stock held in the account and information on the limited
market in penny stock.

There can be no assurance that our common stock will qualify for exemption from the penny stock restrictions. In any
event, ev