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Novel Acoustic Devices Improve Communication Over Long Distances

Snapshot February 13, 2012
) LRAD Corp. (“the Company”) develops and markets acoustic hailing devices (AHD)" that are designed to
I RAD improve the delivery and intelligibility of audio broadcasts over long ranges. The Company’s Long Range
o R PO R ATl Acoustic Device® (LRAD®) technology uses advanced sound reproduction technologies and novel
acoustic materials to broadcast authoritative and highly intelligible instructions, warnings, alarms, and
other sounds over several miles. LRAD® improves upon traditional speaker systems and megaphones by
directing sound only where needed. Similar to a spotlight, which produces an intense beam of targeted
light, each LRAD® system delivers a focused, directional audio broadcast. The beam width, frequency
range, and maximum continuous output of LRAD® devices can be adjusted to target individuals, small
groups, and large crowds at various ranges. LRAD Corp.’s versatile product portfolio has a broad range of
applications, including public safety/law enforcement, commercial security, military, and wildlife and
asset protection. The Company’s shares trade on the NASDAQ Capital Market under the symbol “LRAD.”
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Key Points

m  LRAD Corp.’s revenues have risen for four consecutive fiscal years. For fiscal 2011 (ended
9/30/2011), the Company reported record revenues of $26.5 million, up 59% over FY 2010, largely
due to a foreign government contract that contributed $12.1 million in revenues in FY 2011.

m  LRAD® systems have been deployed by the U.S. Army, Navy, Marines, Air Force, and Coast Guard, as
well as on commercial vessels and through public safety organizations worldwide. In 2011, the U.S.
Navy placed roughly $2.6 million in orders for LRAD® systems and support.

LRAD 500X™ on Humvees m  Recently, LRAD Corp. expanded its product portfolio with the launch of the LRAD 2000X™ for large
security applications. With an ability to deliver audio broadcasts up to 8,900 meters (~5.5 miles),
the LRAD 2000X™ is the Company’s most powerful AHD to date.

m  LRAD Corp. also launched a wireless version of its smallest system, the handheld LRAD 100X™,
which the Company reports has received strong initial market acceptance. The Company intends to
implement wireless capabilities throughout the LRAD® product family.

m  LRAD Corp. recently received substantial media coverage following the use of its products for public
safety at widely publicized events, such as the G20 Summit in Pittsburgh during 2009 and the
Occupy Wall Street movement in New York and Los Angeles in late 2011.

Lo S i b ey Ui B Asof December 31, 2011, LRAD Corp. had over $13.8 million in cash and cash equivalents.

'BOLD WORDS ARE REFERENCED IN THE GLOSSARY ON PAGE 60.
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Executive Overview

LRAD Corp. develops and markets novel directed acoustic hailing devices (AHDs) that are designed to improve
communication between the user and the target audience (individuals or groups). The Company’s full suite of AHD
products is based on its proprietary Long Range Acoustic Device® (LRAD®) platform, which employs a novel
combination of sound reproduction technologies and acoustic materials to project highly intelligible speech and
other sounds over long ranges. Similar to a beam of light from a spotlight, LRAD® produces a focused, directional
beam of sound, which can be broadened or narrowed as needed. To this extent, communication to a small group
standing at moderate distance would require a narrow beam whereas addressing a distant crowd requires a wider
angle (as illustrated in Figure 1). Moreover, LRAD Corp.’s most powerful device—the LRAD 2000X™ for large
security applications—is capable of broadcasting a clear message up to 8,900 meters—roughly 5.5 miles or the
equivalent of 81 football fields. The circled rectangle in Figure 1 represents the size of one football field
comparative to the range of LRAD® broadcasts.

Figure 1
DEMONSTRATION OF THE DISTANCE AND SPAN OF LRAD® TECHNOLOGY (not actual size)

LRAD Corp.'s most
powerful model, the
LRAD 2000X™, can
broadcast clear

messages over “
distances up to 8,900
meters (~5.5 miles)—
the size of roughly 81
football fields lined up
consecutively. One
football field is shown
for comparative
purposes.

<mee>

One football field

Over distances up to 8,900 meters ( roughly 5.5 miles)

Note: This figure isintended to help the reader gain a better understanding of the reach of LRAD Corp.'s technology. Some images are not true to

scale.

Source: Crystal Research Associates, LLC.

LRAD Corp. developed the LRAD® technology to address an unmet need that was exposed following the October
2000 suicide bombing of the U.S. Navy destroyer USS Cole, which killed 17 American sailors and injured 39 others.
The USS Cole—sailing under threat condition “Bravo” (the second lowest threat level)—had stopped to refuel in
the Yemeni port of Aden. Given the relatively low risk, machine guns at the bow and stern were unmanned and
only two sailors were ordered to patrol the ship, with explicit instructions not to load their weapons or fire unless
fired on or given permission by the captain. The suicide bombers used a small craft loaded with explosives and
approached the USS Cole as though they were part of the refueling team before ultimately crashing into the port
side of the boat.

At the time of the bombing, LRAD Corp. had contacts within the U.S. Navy. Following the attack, the Company was
approached by the Navy, which sought an acoustic solution to help establish and maintain a perimeter or safety
zone, allowing naval ships more time and distance to determine intent and make critical decisions, such as
whether to shoot or stand down. The first-generation LRAD® product was released in 2003 and proved the concept
of an effective AHD. Since 2003, LRAD® systems have been deployed by the U.S. Army, Navy, Marines, and Coast
Guard, as well as commercial vessels and public safety organizations worldwide. In fiscal 2008, the Company
completed a total redesign and overhaul of the core LRAD® technology and introduced its current generation of
products, called LRAD-X®. LRAD-X® systems feature enhanced driver technology, re-designed electronics, and
rugged, robust housings that offer increased voice intelligibility and loudness, greater clarity and communication
over distance, and improved reliability.
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Providing an effective means to hail, warn, and communicate to individuals or groups allows troops, sailors, law
enforcement, and security guards (among others) to better establish and maintain safety and standoff zones,
which can help prevent incidents such as the USS Cole bombing. As well, LRAD® systems provide time and distance
for military personnel to determine the intent of and react to approaching threats.

While LRAD® systems may be used by various military branches and law enforcement as a defensive tool in high-
tension environments (e.g., riots, wars), the products are designed to serve as communications devices—not
acoustic weapons. When operated correctly, the broadcast levels for LRAD® systems are purposely kept below the
threshold that could result in permanent hearing damage from brief exposure. While prolonged exposure can
cause damage (similar to fire sirens or rock concerts), the sound at close range causes most people to experience
discomfort, cover their ears, and move away. The simple act of covering one’s ears with hands reduces the volume
by roughly 25 decibels (dB).

Novel Long Range Acoustic Device® (LRAD®) Platform

The LRAD® platform uses directionality and focused acoustic output to support communication over distances of
10 meters to 8,900 meters. Similar to a spotlight, which produces an intense beam of light directly onto a subject,
each LRAD® system delivers a focused directional audio broadcast. The beam width, frequency range, and
maximum continuous output of LRAD® devices ensures intelligible communication over both distance and loud
background noise, and can be adjusted to target individuals, small groups, or large crowds. By placing sound only
where needed, LRAD® improves upon traditional speaker systems and adds novel sound applications that
conventional technologies have been unable to achieve.

The Company’s product line meets a broad range of requirements for communicating to and deterring potential
threats, from the hand-held LRAD 100X™ to the permanently installed LRAD 2000X™. LRAD Corp.’s full suite of
products is shown in Figure 2. To the Company’s knowledge, each LRAD® model presents the loudest and most
intelligible AHD in its size and weight category.

Figure 2
LRAD Corp.
CURRENT LRAD® PRODUCT LINE

Model LRAD 2000X™ LRAD-RX® LRAD 1000™ LRAD 500X™ LRAD 300X™ LRAD 100X™

Application| Fixed Infrastructure | Fixed Infrastructure [Fixed Infrastructure/ |Large Vehicles Medium to Handheld/
Large Vehicles Large Vehicles | Man Portable

Max dB 162 dB 153 dB 153 dB 149 dB 143 dB 137 dB

Max Range 8,900+ m 3,000+ m 3,000+ m 2,000+ m 1,500+ m 700+ m

Source: LRAD Corp.

Each LRAD® device is capable of delivering live voice broadcasts through an attached microphone, and both voice
broadcasts and deterrent tones using a hardened MP3 player. Messages can be recorded and saved for later use in
multiple languages, which can improve communication in situations where a language barrier is present.
Moreover, various bird calls and predator tones can be recorded to prevent wildlife from approaching a potentially
dangerous area (e.g., wind farms, airports, or waste areas).
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LRAD® can be combined with a number of features (e.g., radar, Figure 3
cameras) that further improve communication and interaction. LRAD Corp.
There is also an option to operate the device remotely across
an Internet Protocol (IP)-accessible network. Whereas
traditional security and sensor networks allow a user to view a | System remains undamaged and in-tact after being
location in real-time, LRAD® enables a first responder run over by a truck
capability—allowing the user to communicate to an individual
in real time. For example, in a security scenario where LRAD® is
operated remotely, command and control center officials could
communicate directly to an individual before they breach a
secure perimeter, which could alter the individual’s behavior
and potentially prevent that person from entering the area.
Moreover, LRAD® can be deployed in nearly any type of
environment. The rugged, lightweight, and waterproof casing
of LRAD® meets the stringent requirements of the U.S.
military—ensuring that the device can be operated in harsh
environments while also remaining portable. Figure 3
demonstrates the durability of an LRAD® system.

LRAD® SYSTEMS ARE HIGHLY DURABLE

Source: LRAD Corp.

To date, LRAD® systems have been deployed in approximately 45 countries across North America, Europe, Asia,
Africa, Europe, and Australia. LRAD Corp.’s AHDs are approved by the U.S. General Services Administration (GSA).
As well, many of the Company’s products have NATO stock numbers—including the LRAD 100X™, 300X™, 500X™,
and 1000X™.

Applications for LRAD® Technology

LRAD® fills a critical communications gap for a number of global applications. Today, LRAD® systems have been
used in fixed and mobile military deployments, maritime security, critical infrastructure and perimeter security,
commercial security, border and port security, law enforcement and emergency responder communications, and
wildlife preservation and control. The ability to operate LRAD® remotely further broadens the device’s potential.
For instance, its uses could include securing unmanned oil platforms or unmanned vehicles, where operation from
the safety of a command and control center is preferred.

The Company classifies these applications into four target markets: (1) military; (2) public safety; (3) commercial
security; and (4) wildlife and asset protection. Each of these key sectors is briefly summarized below, with greater
details provide on pages 22-38 of the Core Story.

Military Opportunities

LRAD Corp. is focused on continually expanding the range of applications for its products in the military setting.
The U.S. Navy employs LRAD® technology as part of its escalation of force protocol at sea. Most notably, the Navy’s
Lewis & Clark and MV Green Ridge ships have used LRAD® systems to successfully repel pirate attacks. While the
U.S. Navy has been a customer since 2003, its demand for AHDs has increased in recent years. Following extensive
testing by the Navy, LRAD Corp. won a competitive bid in August 2010 for a multi-year, $6.2 million order for
integrated LRAD-RX® systems and services. The Company estimates that its AHD systems are deployed on
approximately 240 large U.S. Navy vessels. Also, LRAD Corp. has 130 LRAD® systems deployed with the U.S.
Maritime Expeditionary Security Forces. The Company is currently working to expand its AHD systems into the U.S.
Navy’s small vessels and submarine fleets.

In addition to its use on ships, LRAD® systems can be mounted on unmanned vehicles or helicopters to help
military personnel quickly cover large areas with voice communications and instructions in multiple languages.

The Company is also pursuing large, multi-year U.S. Army, international military, and commercial security orders.
LRAD Corp. has partnered with Kongsberg Gruppen ASA (KOG-OSE)—a global military and defense contractor
headquartered in Norway—which supplies the PROTECTOR Common Remotely Operated Weapon Station
(CROWS) to the U.S. Army. In August 2007, Kongsberg Defense & Aerospace AS won a competitive bid (originally
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valued at ~US$1.3 billion) for a framework agreement to supply remote weapon stations for the U.S. Army’s
CROWS Il program. As the five-year agreement comes to a close, the Army has disclosed that the upcoming
CROWS Il contract is valued at $970 million (roughly 3,000 units) and would be awarded to a single supplier
(Source: PR Newswire, September 8, 2011). LRAD Corp. and Kongsberg have teamed to offer the U.S. Army the
LRAD 300X™ and other enhancements to the CROWS II, which provide soldiers escalation of force options and the
ability to communicate to targets from within the safety of their armored vehicles. The companies are seeking to
obtain an initial order for field testing. The companies are also working on a submission for the upcoming CROWS
11l contract.

As well, in October 2011, the U.S. Army issued a public Request for Information (RFI) regarding 6,350 AHDs. LRAD
Corp. is actively pursuing this opportunity.

Public Safety

The portability and durability of LRAD® systems make them a useful mass communications tool in a number of
public safety scenarios. In emergency situations—such as natural disasters, riots, terrorist attacks, or other
emergencies—ground-based or helicopter-mounted LRAD® systems can quickly communicate warnings,
instructions, and directions to large groups, even in areas where power and communication has been disrupted.
LRAD® systems can be used to warn of pending flooding or tornadoes, evacuate populations, direct survivors to aid
stations, warn of contaminated food and water supplies, or announce evacuation routes and assembly areas for
rescue operations, among other critical broadcasts, warnings, and notifications. In 2010, mass notification system
sales in the U.S. alone exceeded $1.2 billion (Source: IMS Research press release, April 20, 2011).

Moreover, LRAD® can be a critical part of the layered defense/escalation of force strategy for law enforcement and
government agencies trying to control protests, riots, or other large crowd scenarios, helping to fill the
communications gap between megaphone (or “bullhorn”) warnings—which may not be heard or understood by all
participants—and non-lethal force (e.g., batons, rubber bullets). LRAD Corp. has received substantial media
coverage after its products were used for public safety in widely publicized events such as the G20 Summit in
Pittsburgh during 2009 and the Occupy Wall Street movement in New York and Los Angeles in late 2011. In these
incidents, law enforcement used LRAD® systems to communicate to rioters and protesters.

Commercial Security

Today, there is an increased need for enhanced security to protect people and property on commercial maritime
interests, harbors, oil pipelines, and offshore platforms. The Company’s LRAD® products can help secure
perimeters and protect infrastructure both on land and at sea, among other purposes, in a number of commercial
security applications and situations. LRAD® technology improves upon traditional passive surveillance systems by
serving as a first responder and providing an effective means to communicate to potential threats in real time.

In the maritime setting, LRAD® technology has been used to secure ports and waterfront perimeters as well as to
protect personal vessels and cruises ships against pirate attacks and other threats. The International Maritime
Bureau (IMB) received reports of 439 pirate attacks globally during 2011, with 113 vessels fired upon, 176 ships
boarded, 45 vessels hijacked, over 800 crew members taken hostage, and eight people killed (Source: the IMB’s
Piracy Reporting Centre, January 19, 2012). LRAD® systems can be deployed on vessels to help ward against an
impending attack in a proactive approach to more rapidly establish an oncoming vessel’s intent as well as a
response plan. In most confrontations, the Company reports that LRAD® has caused attackers to abort their
assault.

LRAD® systems may also reduce the frequency of false alarms. In some cases, a person or a vessel may
unknowingly enter private or secure premises. The ability to communicate messages and warnings to the potential
threat provides the trespassers with an opportunity to correct their action by leaving the area or following the
specified instructions given through the LRAD®. This minimizes the risk of false alarms and the unnecessary
escalation of force in the case of an accidental intruder.
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Wildlife and Asset Protection

Protecting wildlife, preventing aircraft bird strikes, and reducing losses from wildlife-related crop and equipment
damage are emerging markets with significant potential for LRAD® systems. Each year, thousands of birds and
other animals are killed at airports, air bases, harbors, wind and solar farms, or after visiting contaminated tailing
ponds, oil and gas facilities, and other waste areas. LRAD® systems are capable of emitting a wide variety of tones
and predator calls designed to deter approaching wildlife at ranges up to 3,000 meters. LRAD Corp. has combined
its LRAD® technology with avian radar detection from DeTect, Inc. (www.detect-inc.com) to directly target flocks
that are approaching a restricted area. Once a bird or a flock is tracked on radar, LRAD® is activated and begins
broadcasting various tones and predator calls over long ranges in an effort to humanely deter wildlife.

Industries, such as mining, can face large environmental fines when waterfowl deaths exceed government
standards. In the face of increased regulations, many sites have sought techniques to keep birds away from tailing
ponds and other potential wildlife hazards. While wind farms have faced fewer regulations and fines in recent
years due to their status as a clean energy alternative, public policy organizations, such as the Frontier Centre for
Public Policy, are calling more attention to their environmental impact on wildlife. For example, wind turbines
cause roughly 440,000 bird deaths each year in the U.S. (Source: the U.S. Fish and Wildlife Service).

LRAD® systems may be able to dramatically reduce both the number of birds killed annually and related fines. To
date, LRAD® technology has been tested at airports, air bases, harbors, wind farms, tailing ponds, and other
facilities that have human and wildlife safety concerns, and are proving to be highly effective in preserving both
wildlife and critical assets. The Company reports that its devices have been installed in multiple mining operations
for over two years and have reduced bird deaths from thousands annually to less than 20 per year.

The device may also benefit solar farms, nuclear power facilities, various agricultural operations, fisheries, and
other industries and critical facilities that have wildlife preservation concerns.

Competitive Advantages for LRAD®

The Company believes that it has established a significant competitive advantage in each of its principal markets.
Often, the delivery of announcements, instructions, or warnings over long distances or ambient noise can prevent
a message from being delivered or understood. Traditional audio broadcast technologies, such as bullhorns, have a
limited range and broadcasted messages can be stifled by distortion, ambient noise, or distance. In contrast, the
Company’s powerful communications tools deliver highly intelligible voice broadcasts over distances up to 3,000
meters on vehicles/vessels or up to 8,900 meters in fixed applications. As well, traditional sirens and alarms, while
effective, lack the real-time communications capabilities provided by LRAD®.

LRAD Corp. believes that its communications systems also improve upon conventional mass notification
technologies—such as phone calls, radios, and TV broadcasts—which often rely on electricity. Power or phone line
outages are common after natural disasters (e.g., hurricanes or tornados) and can render these methods
completely unusable. LRAD® systems overcome these weaknesses as many are battery operated, negating the
need for power from fixed infrastructure.

Moreover, unlike infrasound devices, LRAD® has not been shown to cause illness. Infrasound devices emit sound
waves at frequencies below the standard limit of human hearing (20 hertz [Hz]) to incapacitate people, such as in
counter-terrorist or crowd control settings. Low-power infrasound waves cause nausea or discomfort while higher-
power emissions can cause severe pain or disorientation. With a frequency range of 200 Hz to 10,000 Hz, LRAD® is
incapable of broadcasting infrasound. As well, infrasound devices require substantial power to operate, while most
LRAD® systems have low power requirements, making them more suitable for portable applications.

LRAD® systems also reduce costs and serve as a force multiplier by increasing security coverage, improving
operational efficiency, and increasing response capabilities—all while reducing manpower. When fewer individuals
are needed to direct large groups and control a volatile situation (e.g., a riot, protest, or natural disaster), first
responders and emergency personnel can attend to more critical duties while also ensuring the safety and security
of those involved.
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Corporate Information

LRAD Corp. was founded in 1980 and underwent a recapitalization in 1992. After launching its first directed sound
technology in 1996, the Company began engineering sound solutions to address the needs of the commercial,
government, and military markets. Since 1996, LRAD Corp. has developed novel acoustic products to project,
focus, shape, and control sound. In 2010, the Company changed its name from “American Technology Corp.” to
“LRAD Corp.” and spun off its hypersonic sound (HSS) business, Parametric Sound Corp. (PAMT-OTC.BB), as an
independent, publicly traded entity. LRAD Corp.’s shares of Common Stock trade on the NASDAQ Capital Market
under the symbol “LRAD.”

Headquarters and Employees

LRAD Corp. has headquarters in San Diego, California. At September 30, 2011, LRAD Corp. employed 39 individuals,
including 10 in research and development (R&D), 15 in production, quality assurance, and materials control, eight
in general and administrative (G&A), and six in sales and marketing. The Company also contracts technical and
production personnel and outside consultants as needed.

CRYSTAL RESEARCH ASSOCIATES, LLC EXECUTIVE INFORMATIONAL OVERVIEW® PAGE 8



CLRAD

Recent Milestones

LRAD Corp. has achieved a number of significant corporate milestones in the past 12 to 24 months, including those

listed below.

m  Achieved its second year of profitability as well as record revenues for the fourth straight fiscal year

B Grew international business by 254% in fiscal 2011, which included delivering a $12.1 million equipment order
to a foreign government—the Company’s largest single order to date—combined with a seven-year service
and maintenance agreement for $5.5 million that is scheduled to begin in April 2012

m  Enhanced its product offerings by adding wireless capabilities, starting with a wireless version of the LRAD
100X™

m  Completed the development of the LRAD 2000X™, the Company’s most powerful AHD to date, to meet the
requirements of larger security applications

B Released the LRAD 2000X™ for sale in the first quarter of fiscal 2012

m  Continued developing distribution channels by signing new third-party sales representatives

m  Increased gross margin to nearly 60% in fiscal 2011

Potential Milestones

LRAD Corp. has identified a number of corporate milestones that the Company seeks to achieve within the next 12
to 24 months as it continues to create and grow markets for its AHD products, which are summarized below.

Expand wireless capability across the LRAD-X® product line

Obtain an initial order for LRAD 300X™ systems combined with Kongsberg’s PROTECTOR system for CROWS Il
field testing

Pursue large U.S. Army, international military, and commercial security orders, including the Army’s upcoming
contract for its CROWS Il program with Kongsberg

Partner with large defense contractors to include LRAD® in their programs and international business
opportunities with AHD requirements

Work with Congress and Pentagon officials to secure multi-year funding for LRAD® systems in the military’s
2013 Congressional budget

Use successful trials and opening orders to further penetrate the wildlife and asset preservation market,
including airports and clean/alternative energy applications (e.g., wind farms)

Increase market share in the mass notification market through the introduction of new LRAD® systems
Continue to strengthen domestic and international sales channels by adding key channel partners,

distributors, and dealers with experience selling integrated communications solutions to various target
markets
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Growth Strategy

LRAD Corp. has focused on creating and increasing demand for AHDs in a number of business segments and
markets. The Company plans to continually nurture and expand these markets by broadening its sales channels
and creating relationships with large customers in key segments (as detailed below). At present, LRAD Corp.
believes that its largest market opportunity is with the U.S. military, including a U.S. Army RFI for 6,350 AHDs and a
potential multi-year contract for the Army’s CROWS program with Kongsberg Gruppen ASA—a Norway-based
military and defense contractor.

LRAD Corp. seeks to continue establishing global brand recognition for its products in the AHD market. The
Company also aims to maintain a leadership position in the field of directed or focused sound for short- and long-
range communications by improving its products and technologies for both existing and new customers and
continually expanding the range of applications for LRAD® technology. LRAD Corp. has ongoing development
efforts to improve product performance, quality, and features. Improvements to the performance and quality of
its existing directed sound products and the introduction of the LRAD-X® line of products in 2008 have supported
revenue growth of 186% over three years (FY 2008 to FY 2011). The Company also continually seeks to reduce the
cost and simplify the manufacturing of its products.

Expanding Applications through Partnerships

The Company works closely with key business partners to integrate LRAD® products into solutions for a diverse
range of applications. A selection of LRAD Corp.’s business partners, as well as a summary of potential applications
for the integrated solutions, is provided in Figure 4. The Company seeks to partner with companies that have
existing large contracts (such as with the military) and that plan to continue pursuing these opportunities.

Figure 4
LRAD Corp.
KEY BUSINESS PARTNERS AND RELATED APPLICATIONS

Business Partners

@ @ﬂﬂf]ﬂﬂ "’W

JOHNDEERE ™MW S ==
Raytheon peToo ‘ Fomrto S
communications From Science to Solutions KONGSBERG
Applications
" Qil and gas " Harbor security * Aerospace
* Merchant marine * Critical information security * Unmanned air and ground vehicles
* Defense * Avian radar detection and deterrent systems * Border security

Source: LRAD Corp.

LRAD Corp. has worked with Kongsberg for several years to integrate its LRAD 300X™ into Kongsberg’s remotely
operated weapon station, the PROTECTOR. In August 2007, Kongsberg Defense & Aerospace won a competitive
bid for a multibillion dollar framework agreement to supply remote weapon stations for the U.S. Army’s CROWS I
program for five years. Kongsberg is also expected to bid for an upcoming $970 million contract for the next phase
of the CROWS program (CROWS IIlI) with LRAD® as an enhanced feature. Greater details of the Kongsberg
partnership and initiatives are provided on pages 26-27.
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The Company is also working with Northrop Grumman Corp. (NOC-NYSE) to equip unmanned vehicles with LRAD®
systems in preparation for future remote weapons contract opportunities.

Sales and Marketing

LRAD Corp.’s major initiative for fiscal 2012 is continued revenue growth by increasing direct sales to domestic and
international militaries and large commercial and defense-related companies desiring to use the Company’s
directed sound technology in integrated product offerings. LRAD Corp.’s business development team, which has
recently been expanded, is focused on government, law enforcement, homeland and international security,
private and commercial security, maritime security, and wildlife preservation and control markets. In 2012, the
Company aims to further expand its product offerings into airports and the clean/alternative energy markets (e.g.,
wind farms), where its products have proven successful in wildlife and asset preservation.

LRAD Corp. is also strengthening domestic and international sales channels by adding key channel partners,
distributors, and dealers with experience selling integrated communications solutions to various target markets.
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Intellectual Property

LRAD Corp. protects its products and technologies through a collection of patents, copyrights, trademarks, and
trade secrets as well as through contractual obligations with large defense contractors on mutually beneficial
business. As the Company markets its LRAD® systems worldwide, it is important to seek techniques to protect its
technology internationally, even in countries where there are significant voids and limitations to intellectual
property protection.

Rather than assuming a reactive approach to intellectual property protection—where a company seeks
remediation for infringements—LRAD Corp. focuses on a proactive approach, whereby the Company takes action
to prevent infringement and actively maintain its competitiveness. As such, while the Company holds patents on
the present LRAD® technology and may continue to seek patent protection on novel features and technologies, its
lead objectives include maintaining trade secrets (e.g., software and firmware) and ensuring that the key
components within its systems are kept proprietary (e.g., acoustic drivers). Moreover, LRAD Corp. seeks to
continually upgrade and enhance its technology and product offerings—ensuring that its portfolio remains
competitive in the AHD sector.

Trademarks

LRAD Corp. owns various trademarks, including LRAD®, Long Range Acoustic Device®, LRAD-X®, and LRAD-RX®.
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Company Leadership

Executive Management

LRAD Corp.’s management and engineering team blends technology, operations, manufacturing, and marketing
expertise with acoustic engineering experience. Thomas R. Brown, a 16-year technology veteran from Sony
Electronics, Inc. (part of Sony Corp. [SNE-NYSE]), was appointed to LRAD Corp.’s Board of Directors in March 2006
and to chief executive officer and president shortly thereafter with the goal of revamping the product—from the
audio and electronic components to the product housing—to better address the needs of the Company’s target
markets. Management has demonstrated an ability to not only market the Company’s products but also to create
and develop markets for the LRAD® technology. Table 1 summarizes LRAD Corp.’s executive management,
followed by detailed biographies.

Table 1
LRAD Corp.
MANAGEMENT
Thomas R. Brown Chairman of the Board, President, and Chief Executive Officer
Katherine H. McDermott Chief Financial Officer

Source: LRAD Corp.

Thomas R. Brown, Chairman of the Board, President, and Chief Executive Officer

Mr. Brown has been a director since March 2006 and was appointed president and chief executive officer (CEQ) in
August 2006 and interim chief financial officer (CFO) in September 2006. Mr. Brown served as president of
BrownThompson Executive Search, a financial executive search firm, from April 2005 to August 2006. Mr. Brown
was employed by Sony Electronics from February 1988 to September 2004. From April 2001 to September 2004,
he was executive vice president and deputy president of the Engineering and Manufacturing division of Sony
Electronics, where he was responsible for supply chain operations, including information technology, procurement,
customer service, North American manufacturing operations, and finance. From April 2000 to September 2004,
Mr. Brown was concurrently the executive vice president and president of Sony Electronics’ Information
Technology division, where he was responsible for establishing the North American personal computer
manufacturing division. Mr. Brown is a member of the Board of Directors of Mad Catz Interactive, Inc. (MCZ-
AMEX), a provider of video game accessories. He holds a B.A. in economics from Rutgers University.

Katherine H. McDermott, Chief Financial Officer

Ms. McDermott was appointed as controller/chief accounting officer in June 2007 and was promoted to CFO in
September 2007. Ms. McDermott served as the CFO for National Pen Company from 2005 to 2006 and as the vice
president of finance for Lantronix, Inc. (LTRX-NASDAQ) from 2000 to 2005. Ms. McDermott held a variety of senior
financial positions with Bausch & Lomb Inc. from 1988 to 1999 and began her career holding a number of financial
positions with a component division of General Motors Co. (GM-NYSE) from 1982 to 1988. She holds a B.A. in
business administration from St. Bonaventure University and an MBA from the William E. Simon School of Business
Administration at the University of Rochester.
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Board of Directors

LRAD Corp.’s Board of Directors oversees the conduct of and supervises the Company’s executive management
team. Table 2 provides a summary of Board members, followed by detailed biographies.

Table 2
LRAD Corp.
BOARD OF DIRECTORS
Thomas R. Brown Chairman of the Board, President, and Chief Executive Officer
Laura M. Clague, CPA Director
Helen C. Adams, CPA Director
Admiral Ray Smith Director

Source: LRAD Corp.

Thomas R. Brown, Chairman of the Board, President, and Chief Executive Officer
Biography provided on page 13.
Laura M. Clague, CPA, Director

Ms. Clague is the vice president and corporate controller of Amylin Pharmaceuticals, Inc. (AMLN-NASDAQ), a
biopharmaceutical company. She previously served as Amylin’s executive director and has been corporate
controller since March 2003. From 1988 to 1999, Ms. Clague was the director of finance and accounting
operations, controller, and accounting manager at Sony Electronics. From 1985 to 1988, Ms. Clague served as
internal audit supervisor at Cubic Corp. (CUB-NYSE). From 1982 to 1985, Ms. Clague held various audit positions at
KPMG, LLP, a provider of professional services. Ms. Clague earned a B.S. in business administration from Menlo
College and is a certified public accountant (CPA).

Helen C. Adams, CPA, Director

Ms. Adams retired in 2009 after more than 27 years serving as a partner and CPA with Deloitte & Touche LLP. Ms.
Adams’ experience and background with Deloitte was focused on emerging technologies and alternative energy,
including wind energy, solar, and other forms of clean technology. She has served in executive positions on the
Board of Directors of the Senior Community Centers, Make-a-Wish Foundation of San Diego, and the YWCA, and in
professional organizations such as the San Diego Chairmen’s Roundtable and the American Wind Energy
Association. Ms. Adams is currently chairman of the Board of Athena San Diego, a professional organization for
executive women in science and technology. Ms. Adams is a CPA and holds a B.S. in accounting from San Diego
State University.

Admiral Ray Smith, Director

A Navy SEAL for over 30 years, Admiral Smith achieved extraordinary success through focused, participatory
leadership. During his four-year tenure as commander of the 2,300-man Navy SEAL force, he raised personnel
retention to a level three times the Navy average. As a Navy captain, Admiral Smith led the Navy SEALs in
Operation Desert Storm, conducting over 200 operations of strategic significance while incurring no casualties.
Earlier in his career, Admiral Smith directed Navy SEAL training, generally considered to be the most challenging
military training in the world. While in this position, Admiral Smith achieved the highest graduation rate in the 50-
year history of the course (55%). Admiral Smith was also the first Navy flag officer to hold the position of director
of assessment with the Office of the Chief of Naval Operations. In this position, he led 100 system analysts in
providing recommendations directly to the chief of naval operations to enable improved execution of an $85
billion annual budget. Admiral Smith holds a B.S. from the U.S. Naval Academy and an M.S. in physical
oceanography from the U.S. Naval Postgraduate School.
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LRAD Corp. (“the Company”) designs and develops novel products that allow customers to communicate loud and
clear voice messages and other sounds over long distances. The Company’s proprietary Long Range Acoustic
Device® (LRAD®) platform uses novel sound reproduction technologies and acoustic materials to produce a
directed, focused acoustic beam that can reach up to 3,000 meters for large vehicles/vessels or up to 8,900 meters
on fixed infrastructure—even in high ambient noise environments. This significantly improves upon conventional
technologies, such as bullhorns and other portable mass notification systems, which offer significantly lower
ranges.

Also called acoustic hailing devices (AHDs), LRAD Corp.’s products deliver a beam of sound—similar to a spotlight’s
beam of light—in a 15 degree to 30 degree angle. The directional audio output prevents personnel and system
operators from exposure to excessive audio levels, while still providing high voice intelligibility and tonal clarity
over long distances. Each device can broadcast live or custom messages in multiple languages as well as various
sounds (e.g., alarms, animal deterrent noises).

LRAD Corp. developed the LRAD® platform to fulfill a capability gap exposed after a suicide bomber attack on the
U.S. Navy’s USS Cole ship in 2000. Although the USS Cole possessed sufficient firepower to prevent the attack, the
sailors lacked the necessary tools and protocols to quickly determine the threat’s intent and identity (i.e., civilian
or terrorist) and take action against the approaching small craft.

To the Company’s knowledge, LRAD® offers the longest range and clearest communication of currently marketed
AHD products. LRAD Corp.’s full suite of systems—from the handheld LRAD 100X™ to the permanently installed
LRAD 2000X™—enables customers to select the size and configuration that best suits their needs. Each system is
user-friendly, reliable, and easy to operate, allowing users to quickly deliver verbal messages or other sounds as
needed. Requiring only a single operator, LRAD® may also reduce required manpower in security and public safety
scenarios while improving coordination efforts and increasing security coverage. The rugged and lightweight
waterproof housings on all LRAD® systems meet the stringent requirements of the U.S. military, ensuring that the
devices can be operated in harsh environments while also allowing portability.

Expanding Applications

LRAD® systems can be used to communicate before, during, and after natural disasters, to provide information to
or maintain order of large groups (e.g., concerts or protests), or to determine the intent of potential threats at safe
distances, among many other uses. Through powerful, highly intelligible voice and alarm broadcasts, LRAD® uses
communication to create increased standoff and safety zones, determine intent, support peaceful conflict
resolution, and potentially prevent injuries or even save lives on both sides of the device.

The Company has broadened the device’s application to include all branches of the military, public safety (e.g., law
enforcement, government), commercial security, and wildlife and asset protection (e.g., wind farms, tailing ponds),
among other expanding markets globally. Greater details of the role of LRAD® in each of these key sectors are
provided on pages 22-38. LRAD Corp.’s product sales are also increasing internationally. To date, LRAD® systems
have been deployed in approximately 45 countries across North America, Europe, Asia, Africa, Europe, and
Australia.

As well, LRAD Corp. has received significant media coverage after its products were used in highly publicized
events, such as the Pittsburgh G20 Summit and Occupy Wall Street protests. Figure 5 (page 16) summarizes media
outlets that have featured LRAD® technology to date.
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Figure5
LRAD® TECHNOLOGY HAS BEEN FEATURED IN NUMEROUS MEDIA OUTLETS
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Product Portfolio

LRAD Corp. offers an extensive product line for long-range communication, which spans from the portable,
handheld LRAD 100X™ to the recently launched LRAD 2000X™ (designed for border and large perimeter security
applications). A built-in microphone and hardened MP3 player allows each LRAD® system to deliver messages,
instructions, warnings, as well as alarms, deterrent tones, and warning signals, among many other sounds.
Depending on a customer’s needs, the Company’s products can be accessorized with radar, high-powered lights,
infrared, night vision, laser dazzlers, and other options to attract attention and improve communication. LRAD
Corp. has also introduced wireless capability, beginning with the LRAD 100X™, and plans to integrate this feature
throughout the LRAD® product family.

Like all loudspeakers, the audio output of LRAD® is measured in decibels (dB) at a distance of one meter in front of
the device. To determine the degree of intensity over distance, LRAD® broadcasts follow the inverse square law:
for every doubling of the distance from the sound source, sound intensity diminishes by six decibels (dB).

It is important to note that while LRAD® may be used as part of the “escalation of force” protocol by law
enforcement, security guards, or the military, its primary purpose is serving as a communications tool for
delivering information, instructions, or warnings. When used as intended, it is a safer alternative to non-lethal
deterrent options, such as pepper spray or rubber bullets. While prolonged exposure can cause damage (similar to
fire sirens or rock concerts), the sound at close range causes most people to experience discomfort, cover their
ears, and move away. Covering one’s ears alone reduces the volume by roughly 25 dB.

As part of the Company’s commitment to safety, LRAD Corp. maintains a strict policy to sell its systems only to
qualified government agencies and commercial entities that are fully trained in the device’s operation and use.

LRAD 100X™: A Handheld Acoustic System

The LRAD 100X™ (shown in Figure 6) is a long-range communications system that can be used to deliver messages
and warnings over distances up to 1,000 meters. The device is both handheld and battery-powered to ensure easy
portability. The durable outer housing is designed to protect the internal technology even in the harshest
environments. The LRAD 100X™ has numerous applications, including mass notification, law enforcement, and
commercial security purposes (including short-range perimeter security).

Figure 6
LRAD Corp.
LRAD 100X™ HANDHELD ACOUSTIC SYSTEM

* Clear communication up to 1,000 meters

* 137 dB at 1 meter maximum continuous output

* Can overcome 88 dB of background noise at 250 meters
* Lowers the risk of exposure to excessive audio levels

* 30 degree primary beam

* Avoids distortion from reflected sounds

* Simple, flexible controls

* Handheld or self standing

* Compact and portable

* Microphone and MP3 interface

* Waterproof
* Wireless capability (optional)

Source: LRAD Corp.
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The LRAD 100X™ incorporates LRAD Corp.’s optimized driver and waveguide technology, which facilitates loud,
clear voice amplification and delivery so that the message can be communicated effectively. The LRAD 100X™ is
designed to overcome background noise, such as is produced by vehicles, vessels, sirens, or crowds. It delivers
messages up to 250 meters over 88 dB of background noise (the equivalent of a propeller plane flyover at 1,000
feet). Moreover, the Company has launched a wireless version of the LRAD 100X™ system—its first product to
incorporate wireless capability.

The Company believes that the attributes of the LRAD 100X™ as well as its directed 30-degree beam of sound
enable clearer and more effective communication than conventional megaphones (or bullhorns) and other
portable public address (PA) systems.

LRAD 300X™/300Xi™

The LRAD 300X™ (shown in Figure 7) is a low-profile, mid-range AHD designed for use on armored trucks, small
vessels, and both manned and unmanned vehicles and aircraft. The compact and lightweight design of the LRAD
300X™ allows the device to be easily transported by security, law enforcement, and military personnel. As well, it
can be operated on-site or remotely, depending on the customer’s needs.

Figure 7
LRAD Corp.
LRAD 300X™ FEATURES

* Longer standoff distances for increased asset protection
2 Y * Larger coverage with fewer personnel
; ] * Streamlined design for mounting on armored military and
law enforcement vehicles

i " Provides military and police personnel the ability to

communicate and create standoff zones from within the
safety of their armored vehicles

* Easily mounted on UAVs for aerial deployments

* Broadcasts warnings and notifications over wide areas

on the ground or in the air

Source: LRAD Corp.

LRAD Corp. developed the LRAD 300X™ to help military and law enforcement personnel establish standoff zones
and communicate with both civilians and potentially hostile forces from within the safety of armored vehicles.
Standoff zones are areas that are intended to be vacant of unauthorized, unapproved, or unknown vehicles and
individuals, making it easier to identify and address suspicious activity. The LRAD 300X™ can deliver clear voice
messages over more than 1.5 kilometers (km) when background noise is minimal, and up to 350 meters over 88 dB
of background noise.

LRAD 500X™

The Company designed the LRAD 500X™ (shown in Figure 8 [page 19]) to provide military and security personnel
long-range communications and effective hailing and warning capabilities. Similar to the LRAD 100X™ and 300X™
models, the LRAD 500X™ is both lightweight and easy to transport, while delivering verbal commands clearly and
audibly over more than 2,000 meters (or up to 650 meters over 88 dB of background noise). Verbal commands can
be followed by programmed deterrent tones, such as an alarm, to further improve communication and response.
The deterrent tones can reach a maximum of 149 dB (at one meter).
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Figure 8
LRAD Corp.
LRAD 500X™ FEATURES

* Longer standoff distances for improved asset protection

* Larger coverage with fewer personnel

* Ability to determine intent of groups or individuals from
extended distances

* Ability for maritime vessels to clearly and forcefully
communicate with small vessel threats

* Provides military and police personnel the ability to
communicate and create standoff zones from within the
safety of their armored vehicles

* Broadcasts warnings and notifications over wide areas

on the ground or in the air

* Mobile and easily deployed in most military, law
enforcement, commercial security, or emergency situations

Source: LRAD Corp.

The U.S. Army has selected the LRAD 500X™ system as its AHD of choice for small vessels and vehicles to limit
escalation of force in restrictive rules of engagement environments. Moreover, LRAD 500X™ systems are widely
used by U.S. and international naval forces. The LRAD 500X™ has passed extensive testing conducted at the U.S.
Army’s Aberdeen Test Center and, to the Company’s knowledge, is the only AHD that has the proven ability to
communicate with 100% intelligibility over 88 dB of background noise at 300 meters away while only weighing
roughly 45 pounds.

LRAD 1000X™/LRAD 1000Xi™

The LRAD 1000X™ (shown in Figure 9) projects voice commands and deterrent tones over more than 3,000 meters
(nearly two miles), allowing ample time for security and military personnel to determine the intent and influence
the behavior of security threats. In loud environments (e.g., 88 db of background noise), the device can deliver
intelligible speech transmissions up to 1,250 meters. Given its ability to support effective communication over long
distances, the U.S. Navy has employed the LRAD 1000X™ to support long-range hailing and warning on its
Shipboard Protection System. The LRAD 1000X™ is available with both fully integrated (LRAD 1000X™) or remotely
operated (LRAD 1000Xi™) electronic systems.

Figure9
LRAD Corp.
LRAD 1000X™ FEATURES

* Longer standoff distances for increased asset protection

* Larger coverage with fewer personnel

* Determination of intent of groups or individuals from
extended distances

* Maritime vessels to clearly and forcefully communicate
with small vessel threats

* Perimeter/infrastructure protection for oil and gas
platforms, mining operations, and chemical/power plants

* Transmitting bird distress calls to repel targeted birds

from crops, buildings, and airports

* Enforcement of safety zones for maritime vessels

Source: LRAD Corp.
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LRAD-RX®

Similar to the LRAD 1000X™ series, the LRAD-RX® supports long-range communication over more than 3,000
meters (nearly two miles), or up to 1,250 meters over 88 dB of background noise. While the LRAD-RX® employs the
same emitter head used in the LRAD 1000X™, LRAD-RX® has added automated capabilities that make it ideal for
remote security scenarios. In particular, the LRAD-RX® can be operated over an IP network, allowing system
operators to protect the perimeter of an unmanned building or platform and respond to potential threats from a
safe location. The LRAD-RX® can also receive automatic intruder position data from other IP-enabled sensor
systems (e.g., radars) to find and track potential threats.

As illustrated in Figure 10, the LRAD-RX® includes an integrated camera as well as the Company’s proprietary full
pan and tilt system, which moves up to 60 degrees per second for precise aiming and tracking. The LRAD-RX® is
also equipped with a high-intensity searchlight. Collectively, these features may allow companies to increase safety
and security while reducing manpower and false alarms. Additionally, its weatherproof exterior allows it to
operate effectively in harsh environmental conditions.

Figure 10
LRAD Corp.
LRAD-RX® FEATURES

* Longer standoff distances for increased asset protection

* Larger coverage with fewer personnel

* Determination of intent of groups or individuals from
extended distances

* Maritime vessels can clearly and forcefully communicate
with small vessel threats

* Perimeter/infrastructure protection for oil and gas
platforms, mining operations, and chemical/power plants

" Transmitting bird distress calls to repel targeted birds
from crops, buildings, and airports

* Enforcement of safety zones for maritime vessels

Source: LRAD Corp.

In 2010, the U.S. Navy selected the LRAD-RX® after a competitive bid process for Block 2 of the Shipboard
Protection System. The device has passed intensive military testing, including shipboard shock explosions.

LRAD 2000X™

The Company developed the LRAD 2000X™—its most powerful AHD to date—to meet the requirements of larger
security applications. The LRAD 2000X™ (shown in Figure 11 [page 21]) was launched in the first quarter of fiscal
2012. The LRAD 2000X™ is the Company’s farthest-reaching device, with an ability to deliver clear voice commands
and other sounds up to 8,900 meters (approximately 5.5 miles). The LRAD 2000X™ allows users to adjust the beam
width to maximize or minimize the coverage area of the broadcast.
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Figure 11
LRAD Corp.
LRAD 2000X™ FEATURES

* Full military and sustainment program support

" Domestic and international relief assistance

* Designed to meet stringent U.S. military requirements
* Clear, long-range directional communication

* Variable beam width for extended coverage

" Rugged military-tested construction for all-weather use
" Low power requirements

* Flexible mounting, simple to operate

* Safe alternative to non-lethal deterrent options

* Increased coverage with single operator

* Improved response times and coordination efforts

Source: LRAD Corp.

Customer-Centric Product Development

A significant portion of LRAD Corp.’s product development is based on customer feedback, particularly from the
military. For example, the military was seeking a technology that could be used to draw enemy fire to determine
where enemies were located. To fulfill this need, the Company developed wireless capability so that its LRAD®
systems can be placed at a safe distance from U.S. troops to broadcast a clip of soldiers talking—serving as a decoy
for enemy fire.

Moreover, the military has also sought safer communication solutions for soldiers entering hostile civilian
territories. The LRAD 1000X™ has been deployed in Irag and Afghanistan to improve communication to civilians by
issuing clear, audible messages in the native language. The goal of such communication was to deter rock throwing
at U.S. convoys and prevent serious injuries on both sides of the device. LRAD Corp. reports that its system has
proven successful in deterring incidents.

Law enforcement officials have demonstrated a demand for a wireless AHD for large crowd scenarios, such as a
concert-type setting, that can be mounted (rather than the 100X™, which is designed to be portable). While LRAD
Corp. has launched the wireless version of its LRAD 100X™, the Company plans to expand its wireless capabilities
into the 300X™ and 500X™ models.

Warranty/Maintenance

LRAD Corp. offers a limited warranty, guaranteeing its products to be free from defects in materials and
workmanship for up to one year from the date of purchase. While the Company presently offers direct warranty
service, the Company may establish warranty service through original equipment manufacturer (OEM) customers
or others in the future. LRAD Corp. also provides service and maintenance agreements and extended warranty
contracts to customers, which serves as an additional source of revenue and increases customer satisfaction.

Manufacturing

LRAD Corp. contracts with both local and foreign third-party suppliers to produce various components and sub-
assemblies. Final assembly and testing is done at the Company’s San Diego, California, facility. In addition to
rigorous manufacturing and quality processes, LRAD Corp. employs third-party testing and certification of its
products to ensure that they meet military specifications.
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Key Markets

LRAD Corp.’s technologies have application within a number of growing markets in the U.S. and globally, including
the military, public safety, commercial security, and wildlife asset and protection sectors. Presently, the Company’s
largest market is the military. In FY 2011, military sales accounted for more than 58% of LRAD Corp.’s revenues. In
2012, the Company is looking to further diversify its customer base by focusing efforts on government, law
enforcement, homeland and international security, private and commercial security, maritime security, and
wildlife preservation and control markets.

Internationally, LRAD Corp. is continuing to expand and gain acceptance, with many countries deploying LRAD®
systems in military and law enforcement settings. In September 2010, a foreigh government ordered over $12.1
million in LRAD® systems for one of its military services—the Company’s largest international order to date—and
signed a $5.5 million multi-year maintenance agreement. In June 2011, LRAD Corp. received a $293,000 opening
order from Israel’s Ministry of Defense for LRAD 100X™ and 500X™ systems. In September 2011, the Company
received a $500,000+ order to equip foreign armored national police vehicles with LRAD 300X™ systems. Most
recently, in December 2011, the Company announced an opening order from the Middle East for anti-piracy oil
tanker installations and a follow-on order from Thailand’s Department of Disaster Response. As of December 2011,
LRAD® systems had been purchased by customers in over 45 countries.

An overview of LRAD Corp.’s publicly disclosed orders during 2011—which range from $200,000 to over $1.1
million—is provided in the Appendix on page 59.

MILITARY

Technological improvements in war weaponry have significantly increased in recent years, enabling enemies to
more effectively decentralize, network, and organize to become more lethal than in the past (Source: The
Guardian, “U.S. faces more threats than decade ago, warns head of its military,” November 28, 2011). As a result,
increasing demands have been placed on U.S. troops and resources are being stretched to the limit.

Force protection technologies that increase security coverage and improve response times and coordination
efforts—while requiring less manpower—can be used to reduce these challenges. To be used in an operational
scenario, these tools must be easily accessible, rapidly deployable, and quickly enable escalation of force as
needed.

LRAD® technology is a non-lethal means to establish larger standoff and safety zones on land, in air, or at sea, and
to help troops determine the intent of groups or individuals at significant ranges. With LRAD®, operators are able
to issue highly intelligible and authoritative voice commands and powerful deterrent tones to enforce standoff
distances and potentially provide more time to accurately assess and respond to a situation. LRAD® systems serve
as a force multiplier, enabling larger security coverage with fewer personnel. Messages delivered by LRAD® can be
recorded in multiple languages to further improve communication between troops and both civilians and enemy
forces, as necessary. Moreover, the messages can be heard and understood through physical barriers, such as
buildings or vehicles.

LRAD Corp. has identified military programs as its largest market opportunity worldwide due to the broad number
of agencies as well as the large budgets that have traditionally been allotted for military spending. Several military
applications that may benefit from LRAD® technology are highlighted in Table 3 (page 23). While the U.S. Navy has
been LRAD Corp.’s largest U.S. military customer to date, the Company considers the U.S. Army to be its largest
opportunity within the U.S. defense program. Whereas the Navy has fewer than 300 active ships (as of September
30, 2011), the Company estimates that the Army has nearly 20,000 land vehicles that could benefit from LRAD®
technology. In September 2010, LRAD Corp. received over $1.5 million in new LRAD® 100X™/300X™/500X™ orders
from the U.S. military.
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Table 3
LRAD Corp.
MILITARY APPLICATIONS
" Convoy Protection " Port Security
* Unmanned Vehicles (UAV/UGV) * Force Protection
* Maritime Vessel Protection/Anti-Piracy " Special Operations
" Infrastructure/Perimeter Protection * Enforcement of Exclusion Zones
" Multi-language Large Crowd Communications & Control * Psychological Operations (PYSOP)
* Remotely Enforcing Security Zones * Interdiction Operations
* Checkpoint Security * Detainee Operations

" Mass Notification

Source: LRAD Corp.

LRAD Corp. believes that its technology can help save lives and support peaceful conflict resolution on both sides
of the line. LRAD® systems enable soldiers to communicate to individuals or groups encountered during missions,
create larger standoff and safety zones, and help soldiers more easily determine an individual’s or group’s intent
from a safe distance. Moreover, the improved ability to communicate minimizes the need for non-lethal or lethal
weaponry as a form of communication or scare tactic, which can increase tensions and lead to unnecessary deaths
of both soldiers and civilians.

Manned and Unmanned Vehicles

LRAD® systems, such as the LRAD 300X™, can be mounted on a number of manned military vehicles (e.g.,
Humvees) to facilitate communication to both troops and potential threats during convoys. LRAD® systems have
been deployed in Irag and Afghanistan for such purposes, where they have proven successful as deterrents to
civilian hostility.

Unmanned aerial vehicles (UAVs), ground vehicles (UGVs), and surface vehicles (USVs) have been used by both
civilians and the military to perform a range of tedious or dangerous activities from surveillance and remote
sensing to transporting goods or delivering explosives. However, traditional unmanned vehicles are often unable
to communicate with or deter potential threats. Additionally, as these robots typically have high power
requirements (thus limiting performance on extended missions), enhancements must have low power
requirements.

LRAD Corp. is working with defense, government, and military organizations to provide remotely operated tactical
broadcast and deterrent capabilities on unmanned vehicles operated on land, air, or sea. LRAD® systems can be
integrated into sensor networks designed to track potential threats. Once a potential threat is detected, the
coordinates are transmitted to the LRAD® mounted on an unmanned vehicle, allowing operators to directly
communicate to the individual or group from a safe location. An unmanned drone equipped with an LRAD® system
could be used to communicate to troops or insurgents up to several miles away—operated remotely by a soldier
from a safe location.

The left side of Figure 12 (page 24) illustrates an LRAD 300X™ mounted on a helicopter UAV, which could be used
to broadcast instructions over large areas in emergency situations. On the right side of Figure 12 (page 24), an
LRAD 500X™ has been mounted on a UGV to deliver messages remotely in unsafe areas.
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Figure 12
LRAD Corp.
UNMANNED VEHICLES EQUIPPED WITH LRAD® SYSTEMS

LRAD 300X™ Mounted on a UAV LRAD 500X™ on an Unmanned Utility Vehicle

Source: LRAD Corp.

Naval Maritime Applications

LRAD® technology was developed in response to the attack on the USS Cole in 2000. Since then, products derived
from this technology have been employed in a number of naval maritime applications internationally, a selection
of which are highlighted below.

m  South Korean Navy. In January 2011, the South Korean Navy used LRAD® to rescue the chemical tanker MV
Samho Jewelry after it was seized by pirates off the coast of Somalia. LRAD® was used to alert the hijacked
crew of the rescue operation and to broadcast warnings to the pirates.

m The Japanese Maritime Self-Defense Force (MSDF) Destroyer Harusame. In August 2009, a suspicious small
boat was spotted roughly 3.5 nautical miles off the Harusame’s starboard bow. The Harusame hailed the
vessel using LRAD® and used its onboard helicopter to verify the boat’s status.

m MV Resolve & Sunshine Sky. The ships repelled a pirate attack at 1,100 meters by conducting evasive
maneuvers and issuing verbal warnings to two approaching crafts.

m The 7" Transportation Group (part of the U.S. Army). Theater support vessels (TSVs) have employed LRAD® for
vessel identification/intent, force protection mode, or hailing (signaling) an escort.

It is noteworthy that LRAD® systems exceed the Naval Vessel Protection Zone for standoff distances for ships pier
side, at anchor, or in restricted waters. Specifically, vessels are not allowed within 100 yards of a U.S. naval vessel
(unless authorized), and those within 500 yards of a navy ship must operate at the minimum speed necessary to
maintain a safe course and proceed as directed by the official patrol.

LRAD® systems were designed to be a part of the U.S. Navy’s escalation-of-force protocol. In a maritime setting,
such as the USS Cole incident, LRAD® systems can be used to first signal and communicate to vessels that are
detected up to 3,000 meters away (as shown in Figure 13 [page 25]). Using LRAD®, a Navy ship may establish a
ship’s identity and inform the vessel of the mandated perimeter while assessing the potential threat. Vessels that
have entered the area by mistake can quickly turn around and correct their error. If the ship has turned around,
the intent is determined to be non-threatening and the escalation of force ceases. At 100 meters to 1,000 meters,
crew members can use LRAD® to warn the approaching vessel of the escalation of force that they could become
subject to by breaching the 100-yard naval protective zone. Depending on the perceived threat, some non-lethal
weapons may also be deployed. If the vessels continue to approach despite the warnings and enter the protective
zone, the intent can be assumed to be hostile and lethal action may be taken. This technique provides ample time
for a crew to scale their response and make critical decisions.
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Figure 13
LRAD Corp.

LRAD® SIGNALING IN A MARINE SETTING
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U.S. Naval Forces
The U.S. Navy has been a customer of LRAD Corp. since 2003, Figure 14
employing LRAD® systems as part of its escalation-of-force protocol LRAD Corp.

to help protect sailors and keep civilians safe during uncertain
situations at sea. From 2003 through early 2011, the Navy ordered
over $6 million in LRAD® systems and services. LRAD Corp. estimates
that its technologies are deployed on most of the Navy’s large ships.

Recently, demand from the Navy has increased. Following extensive
testing by the Navy, LRAD Corp. won a competitive bid in August
2010 for a multi-year, $6.2 million order for integrated LRAD-RX®
systems and services. In August 2011, the Navy placed a $1.5 million
order, composed mainly of LRAD 1000X™ systems and support
equipment. In September 2011, the Navy placed a $1.1 million
follow-on order composed primarily of LRAD-RX® and LRAD 1000X™
systems and support equipment.

To date, LRAD® products have been used by the U.S. Navy’s Lewis &
Clark and MV Green Ridge ships to successfully repel pirate attacks
at 2,000 yards and 250 vyards, respectively. The Navy has also
employed LRAD-RX® for perimeter security at its Bahrain Pier Naval
Base (illustrated in Figure 14).

Expanding Military Applications

U.S. NAVAL BASE (BAHRAIN PIER)

Source: LRAD Corp.

LRAD Corp. is focused on continually expanding the range of applications for its products in the military setting. In
addition to its use on vehicles and ships, LRAD® systems can be mounted on helicopters to enable military
personnel to quickly cover large areas with voice communications and instructions in multiple languages (shown in
Figure 15 [page 26]). For example, the Colombian Air Force mounted an LRAD 1000X™ system on a UH-60
Blackhawk helicopter to communicate demobilization messages to guerrillas hidden in Colombia’s rain forests

(illustrated in Figure 16 [page 26]).
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Figure 15 Figure 16
LRAD Corp. LRAD Corp.
LRAD 1000X™ MOUNTED ON A UH-60 BLACKHAWK COLOMBIA’S MINISTER OF DEFENSE ISSUING
HELICOPTER DEMOBILIZATION MESSAGES TO GUERRILLAS USING LRAD
1000X™

Source: LRAD Corp. Source: LRAD Corp.

Significant Military Opportunities

The Company plans to pursue large, multi-year U.S. Army, international military, and commercial security orders.
LRAD Corp. believes that successfully landing multi-year contracts could help the Company achieve several goals:
(1) even out its quarterly sales revenues (which currently vary due to long lead times and customers’ budget
constraints); (2) help better forecast revenues on a quarterly or annual basis; (3) provide more data for
extrapolation as to where the Company can grow its business; and (4) prove the viability of the AHD market.

Kongsberg’s PROTECTOR Remote Weapon Station

LRAD Corp. has partnered with Kongsberg Gruppen ASA—a global military and defense contractor headquartered
in Norway—to add LRAD 300X™ systems and other enhancements to Kongsberg’s PROTECTOR Common Remotely
Operated Weapon Station (CROWS). The CROWS model of the PROTECTOR series was designed specifically to
meet the requirements for the U.S. Army’s CROWS Il program, which focuses on implementing technologies that
allow soldiers to operate weapons from within an armored vehicle. The PROTECTOR supports light- to medium-
caliber weapons and can be mounted on nearly any type of platform while being operated remotely.

LRAD Corp. has worked with Kongsberg for several years to add a non-lethal communications package—including
the LRAD 300X™, high-powered night vision, and a laser dazzler—to the PROTECTOR for troops operating mine-
resistant ambush-protected (MRAP) vehicles (demonstrated in Figure 17 [page 27]). The addition of the LRAD
300X™ to the remote weapon system provides troops with escalation-of-force options and the ability to
communicate with targets from within the safety of armored vehicles. To the Company’s knowledge, its LRAD®
systems are the only AHDs that currently meet all U.S. military requirements.

LRAD Corp. reports that it presented its LRAD® system on the PROTECTOR to the U.S. Army and has received
positive feedback to date. The Company is working with Kongsberg to obtain a small opening order for field
testing. While LRAD Corp. plans to pursue larger, multi-year contracts, uncertainty concerning the U.S. defense
budget for 2012 and beyond could extend anticipated timeframes.
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Figure 17
LRAD Corp.
PROTECTOR CROWS RETROFITTED WITH THE LRAD 300X™ COMMUNICATIONS PACKAGE PROTOTYPE

LRAD 300X™

Source: LRAD Corp.

Kongsberg’s Existing Contract with the U.S. Army

In August 2007, Kongsberg Defense & Aerospace AS won a competitive bid for a five-year framework agreement to
supply remote weapon stations for the U.S. Army’s CROWS Il program. The original CROWS Il contract was valued
at roughly NOK 8 billion (~USS$1.3 billion) for 6,500 systems. The contract was increased to 10,349 systems in
December 2009 and ultimately to 11,690 systems in January 2011. As of February 2011, Kongsberg had delivered
over 10,000 remote weapon stations to the U.S. Army (Source: Kongsberg’s press release, February 17, 2011).
Kongsberg has a production unit located in Pennsylvania to manufacture and service weapon stations.

Upcoming Bid for the CROWS Il Program

In September 2011, the U.S. Army disclosed that the initial CROWS Il contract is valued at $970 million (roughly
3,000 units) and would be awarded to a single supplier (Source: PR Newswire, September 8, 2011). The total scope
of the agreement is dependent upon on the U.S. Army’s future demand and annual budgets going forward. LRAD
Corp. and Kongsberg are working on a submission for the CROWS Il contract.

U.S. Army Has Requested Information for AHDs from LRAD Corp.

In October 2011, the U.S. Army issued a public Request for Information (RFI) regarding 6,350 AHDs. LRAD Corp. is
actively pursuing this opportunity. Despite the slowed process for establishing the 2012/2013 U.S. defense budget
by Congress, the Company is hopeful that the process could advance to the formal Request for Proposal (RFP)
stage in 2012.
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PUBLIC SAFETY

Historically, available technologies for communicating to large crowds in loud environments, such as bullhorns or
other portable mass notification systems, have often proven ineffective, as they are limited in volume,
intelligibility, and broadcast distance. With an ability to deliver clear, audible messages over long distances, the
Company’s LRAD® devices have been effective at improving communication in a number of public safety situations,
including those listed in Table 4.

Table 4
LRAD Corp.
A SELECTION OF PUBLIC SAFETY APPLICATIONS FOR LRAD® SYSTEMS
* Large crowd communications * Mass notification
" Search and rescue operations * Chemical, biological, radiological, and nuclear (CBRN)
* Infrastructure and perimeter protection incident response
* Enforcing security zones from secure remote locations " Hostage negotiation from a safe location
* SWAT operations * Serving warrants
" Emergency responder situations * Fire/HAZMAT evacuation and communication

* Crowd/riot control

Source: LRAD Corp.

In these situations, LRAD® systems can be used to warn of pending flooding or tornadoes, evacuate populations,
direct survivors to aid stations, warn of contaminated food and water supplies, or announce evacuation routes and
assembly areas for rescue operations, among other critical broadcasts, warnings, and notifications, including those
listed in Table 5.

Table 5
LRAD Corp.
LRAD® SYSTEMS CAN BE USED TO DELIVER A RANGE OF INFORMATION DURING EMERGENCIES
Broadcasts Warnings

" Help calm anxious civilian populations " Established restricted areas
* Help control or disperse crowds * Intended police action to clear the streets
* Provide mass communication over wide areas * Contaminated water or disease
* Direct the actions of individuals at standoff distances * Potential for aftershocks, tsunamis, or landslides
" Communicate messages across parks, large open * Possible flood level surges

areas, and bodies of water * Blocked evacuation routes

Notifi