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Approximate date of commencement of proposed sale to the public: As soon as practicable after this Registration
Statement becomes effective.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) 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(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
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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. ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨ Accelerated filer ¨
Non-accelerated filer ¨ Smaller reporting company x
(Do not check if a smaller reporting company)
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________________________________

CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities to be Registered

Amount to
be
Registered
(1)

Proposed
Maximum
Offering
Price
per Share
(2)

Proposed
Maximum
Aggregate
Offering Price
(1)(2)

Amount of
Registration
Fee

Common Stock, par value $0.00001 per share, issuable
upon conversion of Series A Preferred Stock 5,572,010 $ 0.76 $4,207,146.15 $ 488.87

Common Stock, par value $0.00001 per share, issuable
upon conversion of Series B Preferred Stock 5,624,995 $ 0.76 $4,247,152.51 $ 493.52

Common Stock, par value $0.00001 per share, issuable
upon exercise of Tranche A Warrants 2,923,872 $ 0.76 $2,207,669.55 $ 256.53

Common Stock, par value $0.00001 per share, issuable
upon exercise of Tranche B Warrants 2,923,872 $ 0.76 $2,207,669.55 $ 256.53

Common Stock, par value $0.00001 per share, issuable
upon exercise of warrants 905,092 $ 0.76 $683,389.71 $ 79.41

Total 17,949,841 $13,553,027.48 $ 1,574.86

(1)
In accordance with Rule 416 under the Securities Act of 1933, as amended (the “Securities Act”), the registrant is
also registering hereunder an indeterminate number of shares that may be issued and resold resulting from stock
splits, stock dividends, or similar transactions.

(2)

Estimated solely for purposes of calculating the registration fee in accordance with Rule 457(c) under the
Securities Act, the proposed maximum offering price per share of common stock issuable upon conversion of
Series A Preferred Stock or Series B Preferred Stock or upon exercise of Trache A Warrants, Tranche B Warrants,
or warrants is based on the average of the high and low bid prices of our common stock, as reported on March 12,
2015.

________________________________

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
the registration statement shall become effective on such date as the Commission, acting pursuant to said
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Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. These securities may not
be sold 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
jurisdiction where the offer or sale is not permitted.

PRELIMINARY PROSPECTUS

Subject to Completion, Dated March 16, 2015

17,949,841 Shares

Common Stock

________________________________

This prospectus relates to the offer and sale from time to time by the selling stockholders identified in this prospectus
of up to 17,949,841 shares of our common stock, par value $0.00001 per share. These shares include 5,572,010 shares
of common stock issuable upon conversion of our Series A Preferred Stock, par value $0.00001 per share (“Series A
Preferred Stock”); 5,624,995 shares of common stock issuable upon conversion of our Series B Preferred Stock, par
value $0.00001 per share (“Series B Preferred Stock”); 2,923,872 shares of common stock issuable upon the exercise of
Tranche A Warrants (“Tranche A Warrants”); 2,923,872 shares of common stock issuable upon the exercise of Tranche
B Warrants (“Tranche B Warrants”); and 905,092 shares of common stock issuable upon the exercise of warrants. The
shares of stock and warrants were issued in transactions made in reliance on Section 4(2) of the Securities Act of
1933, as amended (the “Securities Act”), and Rule 506 promulgated thereunder.

We are not selling any common stock under this prospectus and will not receive any of the proceeds from the sale of
shares by the selling stockholders. However, we will receive the proceeds of any cash exercise of the warrants.
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The selling stockholders may sell the shares from time to time at the market price quoted on the OTC Bulletin Board
at the time of offer and sale, or at prices related to such prevailing market prices, in negotiated transactions or in a
combination of such methods of sale directly or through brokers.

Other than underwriting discounts and commissions, and transfer taxes, if any, we have agreed to bear all expenses
incurred in connection with the registration and sale of the common stock offered by the selling stockholders.

Our common stock is quoted on the OTC Bulletin Board under the symbol “IVDA.” On March 13, 2015, the closing
price of our common stock was $0.75 per share. 

Investing in our common stock involves a high degree of risk. See “Risk Factors” beginning on page 5 of this
prospectus for certain risks you should consider before purchasing any shares.

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

________________________________

The date of this prospectus is          , 2015.
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You should only rely on the information contained in this prospectus. We have not, and the selling stockholders
have not, authorized anyone to provide you with additional information or information different from that
contained in this prospectus. We are not making an offer to sell these securities in any jurisdiction where an
offer or sale is not permitted. You should assume that the information appearing in this prospectus is accurate
as of the date on the front cover of this prospectus only, regardless of the time of delivery of this prospectus or
of any sale of our securities. Our business, prospects, financial condition, and results of operations may have
changed since that date.

This document may only be used where it is legal to sell these securities. Certain jurisdictions may restrict the
distribution of these documents and the offering of these securities. We require persons receiving these
documents to inform themselves about, and to observe any, such restrictions. We have not taken any action
that would permit an offering of these securities or the distribution of these documents in any jurisdiction that
requires such action.

________________________________

We own or have rights to trademarks or trade names that we use in conjunction with the operation of our business.
Each trademark, trade name, or service mark of any other company appearing in this prospectus belongs to its holder.
Use or display by us of other parties’ trademarks, trade names, or service marks is not intended to and does not imply a
relationship with, or endorsement or sponsorship by us of, the trademark, trade name, or service mark owner.

________________________________

Industry and Market Data

Unless otherwise indicated, the market data and certain other statistical information used throughout this prospectus
are based on independent industry publications, government publications, reports by market research firms, or other
published independent sources. Although we believe these third-party sources are reliable, we have not independently
verified the information. Except as otherwise noted, none of the sources cited in this prospectus have consented to the
inclusion of any data from its reports, nor have we sought their consent. In addition, some data is based on our good
faith estimates. Such estimates are derived from publicly available information released by independent industry
analysts and third-party sources, as well as our own experience in the industry, and are based on assumptions made by
us based on such data and our knowledge of such industry and markets, which we believe to be reasonable. However,
except as otherwise noted, none of our estimates have been verified by any independent source. Our estimates and
assumptions involve risks and uncertainties and are subject to change based on various factors, including those
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discussed in the “Risk Factors” section of this prospectus and the other information contained herein. These and other
factors could cause our actual results to differ materially from those expressed in the estimates and assumptions.
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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 our common stock. You should carefully read this
entire prospectus, including “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results
of Operations,” and our consolidated financial statements and related notes before making an investment decision.
Unless otherwise indicated or unless the context otherwise requires, all references to “we,” “us,” and “our” refer to Iveda
Solutions, Inc. and its subsidiary, Sole-Vision Technologies, Inc. (dba MEGAsys), a corporation organized under the
laws of the Republic of China.

Our Business

We developed Sentir™, a Software as a Service (“SaaS”) video surveillance management platform with big data storage
technology for flexible and scalable distribution of hosted video surveillance services to end users. Sentir has an
enterprise-class video hosting architecture, utilizing robust data centers. Sentir is ideal for service providers such as
telecommunications companies, Internet service providers (“ISPs”), data centers, and cable companies with an existing
physical infrastructure that are looking to add video surveillance services to their customer offerings. Sentir allows
scalability, flexibility, and centralized video management, access, and storage. The advantage this platform offers end
users is that there is no need to buy and maintain video surveillance software and hardware. This platform enables
real-time viewing and recorded playback of video on computers and mobile devices with push notifications and alerts.
Our expertise allows us to enable large service providers to offer cloud-based plug-and-play video surveillance using
our Sentir platform.

Historically, we sold and installed video surveillance equipment, primarily for security purposes and secondarily for
operational efficiencies and marketing. We also provided video hosting, in-vehicle streaming video, archiving, and
real-time remote surveillance services to a variety of businesses and organizations. Our principal sources of revenue
were derived from monthly fees from video hosting and real-time surveillance services and one-time fees for
equipment sales and installation.

In 2014, we shifted our revenue model from direct project-based sales to licensing Sentir and selling Sentir-enabled
plug-and-play cloud cameras to service providers such as telecommunications companies, ISPs, data centers, and
cable companies already providing services to an existing customer base. Partnering with service providers that have
an existing loyal subscriber base allows us to focus on our customers, the service providers, and leverage their
end-user infrastructure to sell, bill, and provide customer service for the Sentir cloud video surveillance offering. This
business model provides dual revenue streams – one from camera sales to the service providers and the other from
monthly Sentir licensing fees on a per-camera activation basis.
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MEGAsys, our subsidiary in Taiwan, specializes in deploying new, and integrating existing, video surveillance
systems for airports, commercial buildings, government customers, data centers, shopping centers, hotels, banks, and
Safe City initiatives in Taiwan and other neighboring countries. MEGAsys combines security surveillance products,
software, and services to provide integrated security solutions to the end user. Through MEGAsys, we have access not
only to Asian markets but also to Asian manufacturers and engineering expertise. MEGAsys is our research and
development arm, working with a team of developers and managing our relationship with the Industrial Technology
Research Institute (“ITRI”) in Taiwan. MEGAsys also houses the application engineering team that supports Sentir
implementation for our service provider customers in Asia.

In April 2009, the Department of Homeland Security (“DHS”) approved us as a Qualified Anti-Terrorism Technology
provider under a formal SAFETY Act Designation. The designation gives us, our partners, and our customers certain
liability protection. We became the first, and currently remain the only, company to offer real-time Internet Protocol
(“IP”) video hosting and remote surveillance services with a SAFETY Act Designation. Our SAFETY Act Designation
was renewed in October 2014.

2

Edgar Filing: Iveda Solutions, Inc. - Form S-1

12



Recent Developments

Effective December 1, 2014, we entered into a Debenture and Warrant Amendment Agreement (“the Debenture and
Warrant Amendment”) with the holders of our outstanding 9.5% Senior Convertible Debentures (the “2013 Debentures”)
pursuant to which we amended the terms of the 2013 Debentures and the warrants to purchase shares of our common
stock issued in connection with the original issuance of the 2013 Debentures (“the 2013 Warrants”). In addition, as an
inducement to enter into the Debenture and Warrant Amendment, we issued to the 2013 Debenture holders additional
warrants to purchase shares of our common stock (the “Inducement Warrants”). As a result of the Debenture and
Warrant Amendment, on December 9, 2014, the 2013 Debentures were cancelled and the entire outstanding principal
amount of the 2013 Debentures was converted into 3,600,000 shares of newly issued Series A Preferred Stock. The
Series A Preferred Stock is entitled to receive an automatically accruing dividend at a rate of 9.5% per annum dating
back to the original issue date of the 2013 Debentures and is convertible into shares of our common stock at the
election of the holder at any time, or automatically on June 30, 2017, at a conversion price of $1.00 per share of our
common stock, subject to certain adjustments. The Series A Preferred Stock is also entitled to a preference upon sale
or liquidation of our company in the amount of $1.00 per share, subject to certain adjustments. The conversion price
adjusted to $0.97 per share as of January 23, 2015, as a function of the anti-dilution provisions and the sale of our
Series B Preferred Stock.

In December 2014, we entered into a Framework Agreement with the largest telecommunications company in
Vietnam to install Sentir at its data center and conduct technical testing for mass distribution of our Zee cameras to its
existing customer base.

On January 23, 2015, we completed the initial closing of a private placement of 265 shares of our Series B Preferred
Stock at a purchase price of $10,000 per share (the “Original Issue Price”), together with Tranche A Warrants to acquire
1,766,665 shares of our common stock at an initial exercise price of $1.00 per share and Tranche B Warrants to
acquire 1,766,665 shares of our common stock at an initial exercise price of $1.10 per share, and as of March 13,
2015, we have sold an additional 47.5 shares of our Series B Preferred Stock for the Original Issue Price, together
with Tranche A Warrants to acquire 316,666 shares of our common stock at an initial exercise price of $1.00 per share
and Tranche B Warrants to acquire 316,666 shares of our common stock at an initial exercise price of $1.10 per share
(collectively, the “Private Placement”), with a number of new and existing institutional investors (collectively, the
“Investors”). The Private Placement was made pursuant to a Securities Purchase Agreement, dated January 16, 2015, as
amended (the “Purchase Agreement”), between us and the Investors. The Series B Preferred Stock is convertible into
shares of our common stock (the “Conversion Shares”) at an initial conversion rate equal to the Original Issue Price
divided by $0.75 (the “Conversion Price”). The Conversion Price is subject to certain adjustments as set forth in the
Certificate of Amendment to our Articles of Incorporation filed with the Secretary of State of the state of Nevada on
January 15, 2015. The Tranche A Warrants have an 18 month term and the Tranche B Warrants have a five year term.

In January 2015, we signed a Collaboration Partnership Agreement with Wolfcom, a California-based body camera
manufacturer. The terms of the agreement provide that we will integrate Sentir into Wolfcom’s body cameras, which
will enable Wolfcom to offer cloud-enabled body cameras to its law enforcement and military customers as well as to
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private investigators and consumers.

In February 2015, we received from Filcomserve, our exclusive distributor in the Philippines, a follow-on order to
deliver 10,000 of our Zee cloud plug-and-play cameras. The cameras will be delivered to the Philippines Long
Distance Telephone Company (“PLDT”), Filcomserve’s largest customer. In addition to the $1.3 million of revenue to be
generated by the purchase order of our Zee cameras, we will receive a monthly licensing fee for each camera activated
on the Sentir platform. 

The Offering

Common stock offered by
selling stockholders: 17,949,841

OTC Bulletin Board
Symbol: IVDA

Proceeds to us:
We will not receive any proceeds from the sale of the shares of common stock covered by
this prospectus.  However, we will receive the proceeds of any cash exercise of the
warrants.

3
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Risk
factors:

Investing in our common stock involves a high degree of risk.  You should read “Risk Factors” beginning on
page 5 for a discussion of factors that you should consider carefully before deciding whether to purchase
shares of our common stock.

Corporate Information

We were incorporated in Nevada in June 2006. MEGAsys, based in Taiwan, became our wholly owned subsidiary in
April 2011. Our principal executive office is located at 1201 South Alma School Road, Suite 8500, Mesa, Arizona
85210, and our telephone number is (480) 307-8700. Our website address is www.iveda.com. The information
contained on our website is not incorporated by reference into this prospectus, and you should not consider any
information contained on, or that can be accessed through, our website as part of this prospectus or in deciding
whether to purchase our common stock.

4
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Risk Factors

An investment in our common stock is highly speculative and involves a high degree of risk. You should carefully
consider the following risk factors, together with all of the information included in this prospectus before making an
investment decision to buy our common stock. We believe the risks and uncertainties described below are the most
significant we face. Additional risks and uncertainties of which we are unaware, or that we currently deem
immaterial, also may become important factors that affect us. If any of the following risks occur, our business,
financial condition, or results of operations could be materially and adversely affected. In that case, the trading price
of our common stock could decline, and you may lose all or part of your investment.

Risk Related to Our Business

Our Financial Statements Contain A Going Concern Opinion.

Our financial statements for the year ended December 31, 2014 were prepared on a “going concern basis” and the audit
report contains a “going concern qualification” (see the Audit Report on the Financial Statements for the year ended
December 31, 2014 and Note 1 to those Financial Statements). Our financial statements assume we will continue as a
going concern, but to be able to do so we will need to raise additional capital to fund our operations until positive
operating cash flow is achieved. There can be no assurance that we will be able to raise sufficient additional capital to
continue our operations.

We Have Incurred Significant Net Losses Since Our Inception And May Not Be Able To Achieve Or Maintain
Profitability On An Annual Basis In The Future.

We have incurred significant net losses since our inception. For the years ended December 31, 2014 and 2013, we
incurred net losses of approximately $5.7 million and $6.8 million, respectively, and had accumulated losses of
approximately $27.4 million through December 31, 2014. We cannot predict if we will achieve or maintain annual
profitability in the near future or at all. The expected growth due to the recent change in our revenue model may not
be sustainable or may decrease, and we may not generate sufficient revenue to achieve or maintain annual
profitability. Our ability to achieve and maintain annual profitability depends on a number of factors, including our
ability to attract and service customers on a profitable basis and the growth of the video surveillance industry. If we
are unable to achieve or maintain annual profitability, we may not be able to execute our business plan, our prospects
may be harmed, and our stock price could be materially and adversely affected.
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We Need To Raise Significant Additional Funding.

At our current estimated burn rate, we have sufficient capital to continue our operations for only a short period of
time. Accordingly, we must raise capital to continue as a going concern. In December 2014, our Board of Directors
approved raising up to $4.0 million through the Private Placement. As of March 13, 2015, we have raised
approximately $3.1 million through the sale of our Series B Preferred Stock. There is no assurance that we can raise
additional funding to continue as a going concern or to operate profitably. Any inability to obtain additional financing
when needed could require us to significantly curtail or cease operations.

Even if funding is available to us, we cannot assure investors that additional financing will be available on terms that
are favorable to us or to our existing stockholders. Additional funding may be accomplished through the issuance of
equity or debt securities that could be significantly dilutive to the percentage ownership of our existing stockholders.
In addition, these newly issued securities may have rights, preferences, or privileges senior to those of existing
stockholders. Accordingly, such a financing transaction could materially and adversely impact the price of our
common stock.

We Depend On Certain Key Personnel.

Our future success is dependent on the efforts of key management personnel, particularly David Ly, our Chairman and
Chief Executive Officer, and Robert J. Brilon, our President and Chief Financial Officer, each of whom is employed
by us at will. Mr. Ly’s relationships within our industry are vital to our continued operations, and if Mr. Ly were no
longer actively involved with us, we would likely be unable to continue our operations. We have obtained key man
insurance on Mr. Ly in the amount of $1.0 million. The loss of one or more of our other key employees could also
have a material adverse effect on our business, financial condition, and results of operations.

5
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We also believe that our future success will be largely dependent on our ability to attract and retain highly qualified
management, sales, and marketing personnel. We cannot assure investors that we will be able to attract and retain such
personnel and our inability to retain such personnel or to train them rapidly enough to meet our expanding needs could
cause a decrease in the overall quality and efficiency of our staff, which could have a material adverse effect on our
business, financial condition, and results of operations.

Demand For Our Sentir Platform and Plug-And-Play Cameras May Be Lower Than We Anticipate.

We have limited resources to undertake reseller distribution activities. We cannot predict with certainty the potential
consumer demand for our security and surveillance products or services or the degree to which we will meet that
demand. If demand for our security and surveillance products and services does not develop to the extent or as quickly
as expected, we might not be able to generate enough revenue to become profitable.

We are currently targeting the sale of our plug-and-play cameras and licensing of our Sentir platform to
telecommunications companies, ISPs, data center companies, and cable companies. Our strategy to target those
organizations is based upon their interest and a number of assumptions, some or all of which could prove to be
incorrect.

Even if markets for our products and services develop, we could achieve a smaller share of those markets than we
currently anticipate. Achieving market share will require substantial investment in technical, marketing, project
management, and engineering functions to support the deployment of our services, including the licensing of our
Sentir platform, to our existing customer base. We cannot assure investors that our efforts will result in the attainment
of sufficient market share to become profitable.

We Believe Industry Trends Support Our Open Source Systems, But If Trends Reverse We May Experience
Decreased Demand.

The security and surveillance industry is characterized by rapid changes in technology and customer demands. We
believe that the existing market preference for open source systems (systems capable of integrating a wide range of
products and services through community and private-based cooperation, such as the Internet, Linux, and certain
cameras used in our business) is strong and will continue for the foreseeable future. We cannot assure investors that
customer demand for our products and the market’s preference for open source systems will continue. A lack of
customer demand or a decline in the preference of open source systems could have a material adverse effect on our
business, financial condition, and results of operations.
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A Relatively Small Number Of Key Customers Account For A Significant Portion Of Our Revenues.

Historically, a significant portion of our revenue has come from a limited number of key customers. U.S.-based
segment revenue from two customers represented approximately 34% of total revenues for the year ended December
31, 2014, and U.S.-based segment accounts receivable from two customers represented approximately 72% of total
accounts receivable at December 31, 2014. Taiwan-based segment revenue from two customers represented
approximately 46% of total revenues for the year ended December 31, 2014, and Taiwan-based segment accounts
receivable from four customers represented approximately 69% of total accounts receivable at December 31, 2014.
Our accounts receivable are unsecured, and we are at risk to the extent such amounts become uncollectible. Although
we perform periodic evaluations of our customers’ credit and financial condition, we generally do not require collateral
in exchange for our products and services provided on credit.

Our Sentir licensing business, in particular, is susceptible to concentration of revenue, given our licensing customers’
large consumer bases of end users. The loss of a key service provider customer, the delay, reduction, or cancellation of
a significant order, or difficulty collecting on our accounts receivable from our service provider customers could have
a material adverse effect on our business, financial condition, and results of operations.

6
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Payment terms for our U.S.-based segment require prepayment for our Zee cameras before they are shipped and
monthly Sentir licensing fees, which are due in advance on the first day of each month. For our U.S.-based segment,
accounts receivable that are more than 120 days past due are considered delinquent. Payment terms for our
Taiwan-based segment vary based on our agreements with our customers. Generally, we receive payment for our
products and services within one year of commencing the project, except that we retain 5% of the total payment
amount and release such amount one year after the completion of the project. MEGAsys provides an allowance for
doubtful accounts for any receivables that will not be paid within one year, which excludes such retained amounts. We
have set up doubtful accounts receivable allowances of $342,494 and $0 for our Taiwan-based and U.S.-based
segments, respectively, as of the year ended December 31, 2014. We deem the rest of our accounts receivable to be
collectible based on certain factors, including the nature of the customer contracts and past experience with similar
customers.

We Rely On MEGAsys, Our Taiwan Subsidiary, For A Significant Portion Of Our Revenue.

We rely on MEGAsys, our Taiwan subsidiary, for a significant portion of our revenue. For the years ended December
31, 2014 and 2013, MEGAsys’s operations accounted for 56% and 78% of our total revenue, respectively. If
MEGAsys experiences a decline in customer demand for its services, an increase in supplier pricing, currency
fluctuations, or general economic or governmental instability, our business, financial condition, and results of
operations may be materially and adversely affected.

We Plan To Rely On The Telecommunications Industry For A Significant Portion Of Our Licensing Sales Of Our
Sentir Platform. Accordingly, The Economic Volatility In This Industry May Have A Material Adverse Effect On Our
Ability To Forecast Demand And To Meet Desired Sales Levels.

We plan to rely on the telecommunications industry for a significant portion of our licensing business. The
telecommunications industry is characterized by intense competition, relatively short product life cycles,
consolidation, and significant fluctuations in product demand. This industry is heavily dependent on the end markets it
serves and therefore can be affected by the demand patterns of those markets. If the volatility in this industry
continues and we are unable to consistently license our Sentir platform to telecommunications customers, our
business, financial condition, and results of operations may be materially and adversely affected.

Rapid Growth May Strain Our Resources.

As we continue the commercialization of our security and surveillance products and services, we expect to experience
significant and rapid growth in the scope and complexity of our business, which may place a significant strain on our
senior management team and our financial and other resources. Such growth, if experienced, may expose us to greater
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costs and other risks associated with growth and expansion. We may be required to hire a broad range of additional
employees, including engineers, project managers, and other support personnel, among others, in order to successfully
advance our operations. We may also be required to expand and enhance our technology and network infrastructure
design and other technologies to accommodate increases in the volume of traffic on our partners’ networks and the
overall size of their customer bases. We may be unsuccessful in these efforts or we may be unable to project
accurately the rate or timing of these increases. The data centers that we currently use have significant additional
bandwidth available should we need it for select house customers.

The nature of our Sentir licensing business does not require us to increase our leased space at data centers. Our
licensing partners may host Sentir in their own data centers. To service our existing end users and key service provider
and government accounts, we utilize an existing data center in Phoenix, Arizona and pay a hosting fee on a per-usage
basis. Our ability to manage our rapid growth effectively will require us to continue to improve our operations, to
improve our financial and management information systems, and to train, motivate, and manage our employees.

7
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This growth may place a strain on our management and operational resources. The failure to develop and implement
effective systems, or to hire and retain sufficient personnel for the performance of all of the functions necessary to
effectively service and manage our business, or the failure to manage growth effectively, could have a materially
adverse effect on our business, financial condition, and results of operations. In addition, difficulties in effectively
managing the budgeting, forecasting, and other process control issues presented by such a rapid expansion could harm
our business, financial condition, and results of operations.

Risks Associated with the Surveillance and Remote Security Industry

We Depend On Third Party Manufacturers and Suppliers For The Products We Sell.

Although our business model focuses on the licensing of our Sentir platform, we have relationships with a number of
third party manufacturers and suppliers that provide all of the hardware components of our products. We have direct
relationships with camera manufacturers in Taiwan for camera systems. Risks associated with our dependence upon
third party manufacturers include the following: (i) reduced control over delivery schedules; (ii) lack of control over
quality assurance; (iii) poor manufacturing yields and high costs; (iv) potential lack of adequate capacity during
periods of excess demand; and (v) potential misappropriation of our intellectual property. Although we depend on
third party manufacturers and suppliers for the products we sell, risks are minimized because we do not depend
exclusively on any one manufacturer or supplier. We utilize an open platform, which means that in order to deliver
our services, we do not discriminate based on camera brand or manufacturer and our services can be used with a wide
array of products.

We do not know if we will be able to maintain third party manufacturing and supply contracts on favorable terms, if at
all, or if our current or future third party manufacturers and suppliers will meet our requirements for quality, quantity,
or timeliness. Our success depends in part on whether our manufacturers are able to fill the orders we place with them
in a timely manner. If our manufacturers fail to satisfactorily perform their contractual obligations or fill purchase
orders we place with them, we may be required to pursue replacement manufacturer relationships.

If we are unable to find replacements on a timely basis, or at all, we may be forced to either temporarily or
permanently discontinue the sale of certain products and associated services, which could expose us to legal liability,
loss of reputation, and risk of loss or reduced profit. We believe that our present suppliers offer products that are
superior to comparable products available from other suppliers. In addition, we have development partner
relationships with many of our present suppliers, which provide us with greater control over future enhancements to
the products we sell. Our business, financial condition, results of operation, and reputation could be adversely
impacted if we are unable to provide quality products to our customers in a timely manner.
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We could also be adversely affected by an increase in our manufacturers’ prices for our product components or a
significant decline in our manufacturers’ financial condition. Our manufacturers’ prices may increase as a result of
internal price determinations, fluctuations in the prices of raw materials, natural disasters, raw material shortages, or
other events beyond our control. If our relationship with any one of our manufacturers is terminated and we cannot
successfully establish a relationship with an alternative manufacturer that offers similar services at similar prices, our
costs could increase, adversely affecting our operations.

We Operate In A Highly Competitive Industry And Our Failure To Compete Effectively May Adversely Affect Our
Ability To Generate Revenue.

We believe that no competitor currently offers a cloud video surveillance platform capable of being licensed to
organizations for scalable mass distribution of cloud-hosted services to end users like our Sentir platform. However,
some companies may be developing a similar platform, including companies that may have significantly greater
financial, technical, and marketing resources, larger distribution networks, and that generate greater revenue and have
greater name recognition than we do. Those companies may develop cloud video surveillance platforms that are
superior to those that we offer. Such competition may potentially affect our chances of achieving profitability.

8
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Some of our competitors may conduct more extensive promotional activities and may offer lower prices to customers
than we can, which could allow them to gain greater market share or prevent us from increasing our market share. In
the future, we may need to decrease our prices to remain competitive. Our competitors may be able to respond more
quickly to new or changing opportunities, technologies, and customer requirements. To be successful, we must carry
out our business plan, establish and strengthen our brand awareness through marketing, effectively differentiate our
services from those of our potential competitors, and build our network of service providers, while maintaining a
superior platform and level of service, which we believe will ultimately differentiate our products and services from
those of our competitors. We may have to substantially increase marketing and development activities in order to
compete effectively.

Future Legislation Or Governmental Regulations Or Policies Governing The Security and Surveillance Industry Or
Consumer Privacy Could Have A Significant Impact On Our Operations.

The security and surveillance industry and consumer data privacy are subject to government regulation. Future
changes in laws or regulations could require us to change the way we operate, which could increase costs or otherwise
disrupt operations. In addition, failure to comply with any applicable laws or regulations could result in substantial
fines or revocation of any required operating permits and licenses. If laws and regulations change or we fail to comply
in the future, our business, financial condition, and results of operations could be materially and adversely affected.

We are also currently the only company to offer real-time IP video hosting and remote surveillance services with a
SAFETY Act Designation. In April 2009, DHS approved us as a Qualified Anti-Terrorism Technology provider under
a formal SAFETY Act Designation. Our SAFETY Act Designation was renewed in October 2014. Any amendments
or interpretive guidance related to the SAFETY Act may affect our ability to retain our SAFETY Act Designation and
may increase the costs of compliance. Because we view our SAFETY Act Designation as a differentiating factor
among our industry peers, if laws and regulations change relating to the SAFETY Act or if we fail to comply with the
SAFETY Act in the future, our business, financial condition, and results of operations could be materially and
adversely affected.

We utilize a third party data center in Arizona. This data center is designed to meet the most stringent requirements
established by the Telecommunications Industry Association’s Telecommunications Infrastructure Standards for Data
Centers. However, The Failure Of Our Systems Could Result In A Material Adverse Effect To Our Business.

We utilize a third party data center in Arizona for our legacy hosting and live monitoring customers. This data center
is designed to meet the most stringent requirements established by the Telecommunications Industry Association’s
Telecommunications Infrastructure Standards for Data Centers, or TIA-942. The data center transmits data to our
monitoring system via a secure Internet connection and offers the greatest reliability provided by the industry
always-on service level in addition to offering a 100% uptime Service Level Agreement, due to a number of back-up
measures. We are phasing out this service offering so that our operations will no longer be dependent upon our ability
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to support a complex network infrastructure and to avoid the risk of damage to both our monitoring center and the
data center from fires, earthquakes, floods, hurricanes, power losses, war, terrorist acts, telecommunications failures,
computer viruses, physical and electronic break-ins, and similar natural or manmade events. Despite our reduced
reliance on data centers, our cloud-based systems may also be vulnerable to computer viruses, electronic break-ins,
and similar disruptions.

In addition, certain hosted cameras for house accounts may also be affected by the occurrence of natural disasters,
intentional or unintentional human errors or actions, or other unanticipated problems. We have experienced individual
camera failures or outages in the past, and we will likely experience future individual camera failures or outages that
disrupt the monitoring of those cameras.

9
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If Our Information Security Measures Are Breached And Unauthorized Access Is Obtained, Existing And Potential
Service Providers May Not Perceive Our Software And Services As Being Secure And May Terminate Their
Licensing Agreements Or Fail To Order Additional Products And Services.

Our software involves the monitoring of cameras that may be recording sensitive areas of end users’ facilities and the
storage of sensitive data obtained from such cameras. Our software utilizes data and other security measures that are
comparable to those used by financial institutions. However, because we no longer host the Sentir platform at our own
data centers, information security risks associated with data centers are borne by the service providers. If we or any of
our service providers or their end-users experience any breach of security in our software, we may be required to
expend significant capital and resources to help restore our service providers’ systems. Furthermore, because
techniques used to obtain unauthorized access to information systems change frequently and generally are not
recognized until launched against a target, we may not be able to anticipate those techniques or to implement adequate
preventative measures. Given the nature of our business and the business of the service providers we serve, if
unauthorized parties gain access to our or our service providers’ information systems or such information is used in an
unauthorized manner, misdirected, lost, or stolen during transmission, any theft or misuse of such information could
result in, among other things, unfavorable publicity, governmental inquiry and oversight, difficulty in marketing our
software, allegations by our service providers that we have not performed our contractual obligations, termination of
services by existing customers, litigation by affected parties, and possible financial obligations for damages related to
the theft or misuse of such information, any of which could have a material adverse effect on our business, financial
condition, and results of operations.

Our Property And Business Interruption Insurance Coverage Is Limited And May Not Compensate Us Fully For
Losses That May Occur As A Result Of A Disruption To Our Business.

Our property and business interruption insurance coverage is limited and is subject to deductibles and coverage limits.
In the event that we experience a disruption to our business, our insurance coverage may not compensate us fully for
losses that may occur. Any damage or failure that causes interruptions to our business could have a material adverse
effect on our business, financial condition, and results of operations.

The Timing Of Our Revenues Can Vary Depending On How Long Customers Take To Evaluate Our Platform.

It is difficult to forecast the timing of revenues because the development period for a customized system or solution
may be lengthy. In addition, our larger customers may need a significant amount of time to evaluate our products
before purchasing them, and our governmental customers are subject to budgetary and other bureaucratic processes
that may affect the timing of payment. The period between initial customer contact and a purchase by a customer
varies greatly depending on the customer and historically has taken several months. During the evaluation period,
customers may defer or reduce proposed orders of products or systems for various reasons, including (i) changes in
budgets and purchasing priorities, (ii) decreased market adoption expectations, (iii) a reduced need to upgrade existing
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systems, (iv) introduction of products by competitors, and (v) general market and economic conditions.

We Are Subject To Certain Risks Inherent In Managing And Operating Businesses In Many Different Foreign
Jurisdictions.

We have significant international operations, including operations in Mexico and Asia. There are risks inherent in
operating and selling products and services internationally, including the following: different regulatory environments
and reimbursement systems; difficulties in enforcing agreements and collecting receivables through certain foreign
legal systems; foreign customers who may have longer payment cycles than customers in the United States;
fluctuations in foreign currency exchange rates; tax rates in certain foreign countries that may exceed those in the
United States and foreign earnings that may be subject to withholding requirements; the imposition of tariffs,
exchange controls, or other trade restrictions; general economic and political conditions in countries where we operate
or where our customers reside; government control of capital transactions, including the borrowing of funds for
operations or the expatriation of cash; potential adverse tax consequences; security concerns and potential business
interruption risks associated with political or social unrest in foreign countries where our facilities or assets are
located; difficulties associated with managing a large organization spread throughout various countries; difficulties in
enforcing intellectual property rights and weaker intellectual property rights protection in some countries; required
compliance with a variety of foreign laws and regulations; and differing customer preferences. The factors described
above may have a material adverse effect on our business, financial condition, and results of operations.
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We Rely On Service Providers To Distribute Our Surveillance Products And Services To Customers.

We rely on service providers to distribute our security products and services to their customers. As of the date of this
prospectus, we have entered into agreements with four telecommunications companies and anticipate developing
additional relationships as we implement our new licensing business model globally. We plan to continue our internal
sales activity for the foreseeable future to service large service provider and government accounts. If our relationship
with any of our larger service providers is terminated and we are not successful in establishing a relationship with an
alternative service provider that offers similar services at similar prices, our business could decline.

Our Ability To Use Our Net Operating Loss Carryforwards And Certain Other Tax Attributes May Be Limited,
Which Could Potentially Result In Increased Tax Liabilities To Us In The Future.

In prior years, we have suffered losses, for tax and financial statement purposes, that generated significant federal and
state net operating loss carryforwards. As of December 31, 2014, we had approximately $22.0 million of federal and
$18.0 million of state net operating loss carryforwards, which we believe could offset otherwise taxable income in the
United States, California, and Arizona. Our federal net operating loss carryforwards begin to expire in 2025. Our state
net operating loss carryforwards, which are applicable in California and Arizona, began to expire in 2014. Although
these net operating loss carryforwards may be used against taxable income in future periods, we will not receive any
tax benefits from the losses we incurred unless, and only to the extent that, we have taxable income during the period
prior to their expiration. In addition, our ability to use the net operating loss carryforwards would be severely limited
in the event we complete a transaction that results in an ownership change under Section 382 of the Internal Revenue
Code of 1986, as amended.

Risks Related to Our Intellectual Property

We Could Incur Substantial Costs Defending Against Claims That Our Products Infringe On The Proprietary Rights
Of Others.

We do not have any patents. The scope of any intellectual property rights that we have is uncertain and may not be
sufficient to prevent infringement claims against us or claims that we have violated the intellectual property rights of
third parties. We were named as a defendant in two patent-related lawsuits, both of which have been settled.

Competitors may have filed applications for or may have been issued patents and may obtain additional patents and
proprietary rights relating to products or processes that compete with or are related to our products and services. The
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scope and viability of these patents, the extent to which we may be required to obtain licenses under these patents or
under other proprietary rights, and the cost and availability of licenses are unknown, but these factors may limit our
ability to market our products and services.

Third parties could claim infringement by us with respect to any patents or other proprietary rights that they hold, and
we cannot assure investors that we would prevail in any such proceeding as the intellectual property status of our
current and future competitors’ products and services is uncertain. Any infringement claim against us, whether
meritorious or not, could be time-consuming, result in costly litigation or arbitration and diversion of technical and
management personnel, or require us to develop non-infringing technology or to enter into royalty or licensing
agreements.

We may not be successful in developing or otherwise acquiring rights to non-infringing technologies. Royalty or
licensing agreements, if required, may not be available on terms acceptable to us, or at all, and could significantly
harm our business and operating results. A successful claim of infringement against us or our failure or inability to
license the infringed or similar technology could require us to pay substantial damages and could harm our business
because we would not be able to continue operating our surveillance products without incurring significant additional
expense.

In addition, to the extent we agree to indemnify customers or other third parties against infringement of the intellectual
property rights of others, a claim of infringement could require us to incur substantial time, effort, and expense to
indemnify these customers and third parties and could disrupt or terminate their ability to use, market, or sell our
products. Furthermore, our suppliers may not provide us with indemnification in the event that their products are
found to infringe upon the intellectual property rights of any third parties, and if they do not, we would be forced to
bear any resulting expense.
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We Depend On Our Intellectual Property.

Our success and ability to compete depends in part on our proprietary Sentir cloud video surveillance platform and big
data storage technology. If any of our competitors copy or otherwise gain access to our proprietary technology or
develop similar technologies independently, we may not be able to compete as effectively. We consider our
proprietary platform invaluable to our ability to continue to develop and maintain the goodwill and recognition
associated with our brand. We do not currently hold any patents. The measures we take to protect our technologies
and other intellectual property rights, which presently are based upon trade secrets, may not be adequate to prevent
their unauthorized use.

If we are unable to protect our intellectual property, our competitors could use our intellectual property to market
products, services, and technologies similar to ours, which could reduce demand for our products, services, and
technologies. We may be unable to prevent unauthorized parties from attempting to copy or otherwise obtaining and
using our products or technology. Policing unauthorized use of our technology is difficult, and we may not be able to
prevent misappropriation of our technology, particularly in foreign countries where the laws may not protect our
intellectual property as fully as those in the United States. Others may circumvent the trade secrets, trademarks, and
copyrights that we currently or in the future may own. We do not have patent protection with respect to our software
or systems, although we are considering seeking such protection.

We seek to protect our proprietary intellectual property, which includes intellectual property that may only be
protectable as a trade secret, in part by confidentiality agreements with our employees, consultants, and business
partners. These agreements afford only limited protection and may not provide us with adequate remedies for any
breach or prevent other persons or institutions from asserting rights to intellectual property arising out of these
relationships. See “Business – Intellectual Property.”

We Could Incur Substantial Costs Defending Our Intellectual Property From Infringement By Others.

Unauthorized parties may attempt to copy aspects of our proprietary software or to obtain and use our other
proprietary information. Litigation may be necessary to enforce our intellectual property rights, to protect our trade
secrets, and to determine the validity and scope of the proprietary rights of others. We may not have the financial
resources to prosecute any infringement claims that we may have. Any litigation could result in substantial costs and
diversion of resources with no assurance of success.

Risk Related to Ownership of Our Common Stock
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Unless Or Until We List Our Common Stock On NASDAQ Or Another Securities Exchange, Our Common Stock
Will Be Deemed A “Penny Stock,” Which Makes It More Difficult For Our Investors To Sell Their Shares.

Unless or until our common stock lists on the Nasdaq Capital Market or another securities exchange, our common
stock is subject to the “penny stock” rules adopted under Section 15(g) of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). The penny stock rules generally apply to companies whose common stock is not listed
on a national securities exchange and trades at less than $5.00 per share, other than companies that have had average
revenue of at least $6,000,000 for the last three years or that have tangible net worth of at least $5,000,000
($2,000,000 if the company has been operating for three or more years). These rules require, among other things, that
brokers who trade penny stocks to persons other
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