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ALLIANCE IMAGING, INC.

FORM 10-K/A

For the Year Ended December 31, 2004

Explanatory Note

This amendment on Form 10-K/A is being filed to amend the Annual Report on Form 10-K of Alliance Imaging, Inc. for the fiscal year ended
December 31, 2004, originally filed with the SEC on March 9, 2005. The purpose of this amendment is to amend portions of Items 6, 7, 8, 10
and 15 of our Form 10-K. While we are amending only certain portions of our Form 10-K, for convenience and ease of reference, we are filing
the entire Form 10-K, except for the exhibits, in an amended and restated format. Unless stated otherwise, all information contained in this
amendment is as of December 31, 2004. We have not updated the disclosure contained in our Form 10-K to reflect any events that have occurred
since that date.
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PART I

Item 1. Business.

General

We are a leading national provider of shared-service and fixed-site diagnostic imaging services, based upon annual revenue and number of
systems deployed. For the fiscal year ended December 31, 2004, 73% of our revenues were derived from magnetic resonance imaging, or MRI,
and 18% were derived from positron emission tomography and positron emission tomography/computed tomography, or PET and PET/CT.
Unless the context otherwise requires, the words �we� �us� and �our� as used in this Form 10-K refers to Alliance Imaging, Inc. and our direct and
indirect subsidiaries. We provide imaging services primarily to hospitals and other healthcare providers on a shared and full-time service basis,
in addition to operating a growing number of fixed-site imaging centers primarily in partnerships with hospitals or health systems. Our services
normally include the use of our imaging systems, technologists to operate the systems, equipment maintenance and upgrades and management of
day-to-day operations. We also offer ancillary services including marketing support, education and training and billing assistance. We had 478
diagnostic imaging systems, including 362 MRI systems and 54 PET or PET/CT systems, and served over 1,000 clients in 43 states at
December 31, 2004. Of these 478 diagnostic imaging systems, 61 were located in fixed-sites, which constitutes systems installed in hospitals or
other buildings on hospital campuses, medical groups� offices, or medical buildings and retail sites. Of these fixed-sites, 52 were included in our
MRI systems count.

We typically deliver our services through exclusive, long-term contracts with hospitals and other healthcare providers which generally require
them to pay us monthly, based on the number of scans we perform. These contracts average approximately three years in length and often
contain automatic renewal provisions. For the year ended December 31, 2004, we received approximately 87% of our revenues from direct
billing of our clients.

Our clients, primarily small-to-mid-sized hospitals, contract with us to provide diagnostic imaging systems and services in order to:

•  avoid capital investment and financial risk associated with the purchase of their own systems;

•  provide access to MRI and other services for their patients when the demand for these services does not justify the
purchase of a system;

•  benefit from upgraded imaging systems without direct capital expenditures;

•  eliminate the need to recruit, train and manage qualified technologists;

•  make use of our ancillary services; and

•  gain access to services under our regulatory and licensing approvals when they do not have these approvals.

Significant 2004 Corporate Events

On March 30, 2004, we announced the retirement of Kenneth S. Ord, executive vice president and chief financial officer. Mr. Ord served as our
executive vice president and chief financial officer since November 1998.

On July 26, 2004, R. Brian Hanson joined us as executive vice president and chief financial officer. Mr. Hanson has extensive financial and
operations experience. Most recently, Mr. Hanson held various positions with Fisher Scientific International Inc., including chief operating
officer and chief financial
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officer of the Healthcare Division. Prior to this, Mr. Hanson was the vice president of finance and chief financial officer of Culligan Water
Conditioning.

On October 1, 2004, we announced the promotion of Andrew P. Hayek to president in addition to his role as chief operating officer. Mr. Hayek
joined the company in April 2003 as executive vice president and chief operating officer. Mr. Hayek is responsible for company-wide sales,
marketing, business development, human resources and operations, including both mobile operations and fixed-site imaging center operations.

During December 2004, we entered into and completed various debt related transactions in order to lower our overall borrowings costs by
attempting to retire our $260.0 million 103⁄8% senior subordinated notes due 2011 (the �103⁄8% Notes�) through a cash tender
offer (the �Tender Offer�). We entered into a third amendment to our credit agreement which revised our Tranche C
term loan facility (�Tranche C1�) resulting in incremental borrowings of $154.0 million, decreased the borrowing rate
from the London InterBank Offered Rate (�LIBOR�) plus 2.375% to LIBOR plus 2.25% and decreased the maximum
amount of availability under our existing revolving loan facility from $150.0 million to $70.0 million. We also issued
$150.0 million of 71⁄4% senior subordinated notes due 2012 (the �71⁄4% Notes�) in a transaction that was exempt from
the registration requirements of the Securities Act of 1933, as amended. We used the proceeds from these transactions
and existing cash to complete the Tender Offer and redeem $256.4 million of the 103⁄8% Notes at a redemption price
equal to 113.856% of the principal amount, together with the accrued interest to the redemption date. We incurred a
loss on early retirement of debt of $44.4 million for the tender offer which represents the tender premium and consent
payment to redeem the 103⁄8% Notes, write off of unamortized debt issuance costs, and other fees and expenses related
to the redemption of the 103⁄8% Notes.

Industry Overview

Diagnostic imaging services are noninvasive procedures that generate representations of the internal anatomy and convert them to film or digital
media. Diagnostic imaging systems facilitate the early diagnosis of diseases and disorders, often minimizing the cost and amount of care
required and reducing the need for costly and invasive diagnostic procedures.

MRI

MRI involves the use of high-strength magnetic fields to produce computer-processed cross-sectional images of the body. Due to its superior
image quality, MRI is the preferred imaging technology for evaluating soft tissue and organs, including the brain, spinal cord and other internal
anatomy. With advances in MRI technology, MRI is increasingly being used for new applications such as imaging of the heart, chest and
abdomen. Conditions that can be detected by MRI include multiple sclerosis, tumors, strokes, infections, and injuries to the spine, joints,
ligaments, and tendons. Unlike x-rays and computed tomography, which are other diagnostic imaging technologies, MRI does not expose
patients to potentially harmful radiation.

MRI technology was first patented in 1974, and MRI systems first became commercially available in 1983. Since then, manufacturers have
offered increasingly sophisticated MRI systems and related software to increase the speed of each scan and improve image quality. Magnet
strengths are measured in tesla, and MRI systems typically use magnets with strengths ranging from 0.2 to 1.5 tesla. The 1.0 and 1.5 tesla
strengths are generally considered optimal because they are strong enough to produce relatively fast scans but are not so strong as to create
discomfort for most patients. Manufacturers have worked to gradually enhance other components of the machines to make them more versatile.
Many of the hardware and software systems in recently manufactured machines are modular and can be upgraded for much lower costs than
purchasing new systems.
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The MRI industry has experienced growth as a result of:

•  recognition of MRI as a cost-effective, noninvasive diagnostic tool;

•  superior soft-tissue image quality of MRI versus that of other diagnostic imaging technologies;

•  wider physician acceptance and availability of MRI technology;

•  growth in the number of MRI applications;

•  MRI�s safety when compared to other diagnostic imaging technologies, because it does not use potentially harmful
radiation; and

•  increased overall demand for healthcare services, including diagnostic services, for the aging population.

PET and PET/CT

PET is a nuclear medicine procedure that produces images of the body�s metabolic and biologic functions. PET can provide earlier detection of
certain cancers, coronary diseases or neurologic problems than other diagnostic imaging systems. It is also useful for the monitoring of these
conditions. PET can detect the presence of disease at an early stage. The ability of PET technology to measure metabolic activity assists in the
identification of lesions and the assessment of organ health. A growing body of clinical research supports PET as a diagnostic tool for cancer
diagnosis, staging, and treatment monitoring. The recent expansion of Centers for Medicare & Medicaid Services (�CMS�) coverage has driven
the growth of PET. Since 1998, the diagnosis, staging, and restaging of lung, esophageal, colorectal, breast, head and neck cancers, lymphoma,
and melanoma have been approved by CMS for reimbursement. Effective September 15, 2004, CMS expanded national PET
reimbursement coverage to include PET scans for diagnosis and treatment of dementia and neurodegenerative
diseases. On January 28, 2005, Medicare issued a national coverage determination providing for expanded national
PET reimbursement coverage for brain, cervical, ovarian, pancreatic, small lung cell, and testicular cancer. Under this
national coverage determination, PET is to be covered for detection of pre-treatment metastases in newly diagnosed
cervical cancer, as well as for brain, ovarian, pancreatic, small cell lung, and testicular cancers, where provided as part
of certain types of clinical trials.

An emerging technology is the combined PET/CT system. A PET/CT system fuses together the results of a PET and computed tomography (�CT�)
scan at the scanner level. The PET portion of the scan detects the metabolic signal of cancer cells and the CT portion of the scan provides a
detailed image of the internal anatomy that reveals the location, size and shape of abnormal cancerous growths.

Other Diagnostic Imaging Services

•  Computed Tomography, or CT.   In CT imaging, a computer analyzes the information received from an x-ray
beam to produce multiple cross-sectional images of a particular organ or area of the body. CT imaging is used to
detect tumors and other conditions affecting bones and internal organs.

•  Other Services.   Other diagnostic imaging technologies include x-ray, single photon emission computed
tomography, and ultrasound.
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Imaging Settings

MRI, PET and other diagnostic imaging services are typically provided in one of the following settings:

•  Hospitals and Clinics.   Imaging systems are located in and owned and operated by a hospital or clinic. These
systems are primarily used by patients of the hospital or clinic, and the hospital or clinic bills third-party payors, such
as health insurers, Medicare or Medicaid.

•  Independent Imaging Centers.   Imaging systems are located in permanent facilities not generally owned by
hospitals or clinics. These centers depend upon physician referrals for their patients and generally do not maintain
dedicated, contractual relationships with hospitals or clinics. In fact, these centers may compete with hospitals or
clinics that have their own systems to provide imaging services to these patients. Like hospitals and clinics, these
centers bill third-party payors for their services.

•  Outsourced.   Imaging systems, largely located in mobile trailers but also provided in fixed facilities, provide
services to a hospital or clinic on a shared-service or full-time basis. Generally, the hospital or clinic contracts with the
imaging service provider to perform scans of its patients, and the imaging service provider is paid directly by that
hospital or clinic instead of by a third-party payor.

Our Competitive Strengths

A Leading National Provider of Shared-Service and Fixed-Site MRI and PET and PET/CT Services

We believe we are a leading national provider of shared-service and fixed-site MRI and PET and PET/CT services, based on annual revenue and
number of systems deployed, with 362 MRI systems and 54 PET and PET/CT systems (excluding four systems owned by unconsolidated joint
ventures) in operation in 43 states at December 31, 2004. We believe our size allows us to achieve operating, purchasing and administrative
efficiencies, including:

•  the ability to maximize equipment utilization through efficient deployment of our mobile systems;

•  equipment purchasing savings from equipment manufacturers;

•  favorable service and maintenance contracts from equipment manufacturers; and

•  the ability to minimize the time our systems are unavailable to our clients as a result of our flexibility in system
deployment.

We also believe our size has enabled us to establish a well-recognized brand name and an experienced management team with a detailed
knowledge of the competitive and regulatory environments within the diagnostic imaging services industry.

Exclusive, Long-Term Contracts with a Diverse Client Base

We primarily generate our revenues from exclusive, long-term contracts with hospitals and other healthcare providers. These contracts average
approximately three years in length and often have automatic renewal provisions. During 2004, no single client accounted for more than 3% of
our revenue.

Reduced Reimbursement Risk

Generally, hospitals, clinics and independent imaging centers bill patients or third-party payors, such as health insurers, for their imaging
services. In contrast, for the year ended December 31, 2004 approximately 87% of our revenues were generated by providing services to
hospitals and clinics that are obligated to pay us regardless of their receipt of reimbursement from third-party payors. Accordingly, our
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exposure to uncollectible patient receivables is minimized, as evidenced by our bad debt expense of only 0.2% of revenues for the year ended
December 31, 2004. In addition, we believe that the number of days outstanding for our accounts receivable, which was 45 days as of
December 31, 2004, is among the more favorable in the healthcare services industry.

Comprehensive Diagnostic Imaging Solution

We offer our clients a comprehensive diagnostic imaging solution which includes our imaging services and ancillary services, such as marketing
support, education and training and billing assistance. In some cases, we provide services under our regulatory and licensing approvals for
clients when they do not have these approvals. We believe that a comprehensive diagnostic imaging solution is an important factor when
potential clients select a diagnostic imaging provider. We also believe that some clients recognize the benefits of our solution and will continue
to contract for our diagnostic imaging services or enter into a joint venture with us even if their scan volume may justify the purchase of their
own imaging system.

Advanced MRI and PET and PET/CT Systems

Our technologically advanced systems can perform high quality scans more rapidly and can be used for a wider variety of imaging applications
than less advanced systems. Approximately 94% of our MRI systems, specifically 1.0 and 1.5 tesla, are equipped with high-strength magnets
that allow high-speed imaging. Moreover, technological change in this field is gradual and most of our systems can be upgraded with software
and hardware enhancements, which should allow us to continue to provide advanced technology without purchasing entire new systems.

Over the past five years, we also have made a significant investment in PET and PET/CT systems. We acquired our first PET system in 1999
and own 54 PET or PET/CT systems as of December 31, 2004.

Our Services

As of December 31, 2004, we provided our diagnostic imaging services on the following bases:

•  Shared Service.   We offered 54% of our diagnostic imaging systems on a part-time basis. These systems are
located in mobile trailers which are transported to our clients� locations. We schedule deployment of these mobile
systems so that multiple clients can share use of the same system. The typical shared-service contract averages
approximately three years in length.

•  Full-Time Service.   We offered 32% of our diagnostic imaging systems on a full-time, long-term basis. These
systems are located in either mobile units or buildings located at or near a hospital or clinic. Full-time service systems
are provided for the exclusive use of a particular hospital or clinic. We typically offer full-time services under
contracts that range from five to ten years in length. Our relationships with our higher-volume shared-service clients
have, from time to time, evolved into full-time arrangements.

•  Interim and Rental Services.  We offered 14% of our diagnostic imaging systems to clients on an unstaffed basis.
These systems are located in mobile trailers which are transported to our clients� locations. These clients may be
unable to maintain the extra capacity to accommodate periods of peak demand for imaging services or may require
temporary assistance until they can develop permanent imaging service centers at or near their facilities. Generally, we
do not provide technologists to operate our systems in these arrangements.

Contracts and Payment

Our typical shared service MRI contract is exclusive, averages approximately three years in length and often includes an automatic renewal
provision. Most of our contracts require a fee for each scan we
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perform. With other contracts, clients are billed on a fixed-fee basis for a period of time, regardless of the number of scans performed. These fee
levels are affected primarily by the number of scans performed, the type of imaging system provided and the length of the contract. To a lesser
extent, our revenues are generated from direct billings to patients or their medical payors. We typically reserve the right to reduce a client�s
number of service days or terminate an unprofitable contract.

Imaging Systems

As of December 31, 2004, we operated 478 diagnostic imaging systems, comprised of 362 MRI systems, 54 PET and PET/CT systems
(excluding four systems owned by unconsolidated joint ventures), 31 computed tomography systems and 31 other systems, substantially all of
which we own. Of these 478 diagnostic imaging systems, 61 were located in fixed-sites, which constitutes systems installed in hospitals or other
buildings on hospital campuses, medical groups� offices, or medical buildings and retail sites. Of these fixed-sites, 52 were included in our MRI
systems count. We have made significant investments in our systems in an effort to ensure that we maintain the newest, most advanced imaging
systems that meet our clients� needs. Moreover, because we can upgrade most of our current MRI systems, we believe we have reduced the
potential for technological obsolescence.

We purchase our imaging systems from major medical equipment manufacturers, primarily General Electric Medical Systems, Siemens Medical
Systems and Philips Medical Systems. Generally, we contract with clients for new or expanded services prior to ordering new imaging systems
in order to reduce our system utilization risk. As one of the largest commercial purchasers of MRI systems in the world, we believe we receive
relatively attractive pricing for equipment and service contracts from these equipment manufacturers.

Regional Structure

During 2004, we reduced our geographic operating regions from ten to five. The new regions are structured such that all five regions are
substantially equal in size and each constitutes more than 10% of our total revenue. We believe we will continue to benefit from our regional
managers� direct contact with and knowledge of the markets we serve, which allows us to address the specific needs of each local operating
environment. Each region continues to market, manage, and staff the operation of its imaging systems and is run as a separate profit center
responsible for its own revenues, expenses and overhead. To complement this regional arrangement, we continue to have standardized contracts,
operating policies, and other procedures, which are implemented nationwide in an effort to ensure quality, consistency and efficiency across all
regions. For the purposes of Statement of Financial Accounting Standards No. 131, �Disclosures About Segments of an Enterprise and Related
Information�, we have aggregated the results of our five geographic regions into one reportable segment.

System Management and Maintenance

We actively manage deployment of our imaging systems to increase their utilization through the coordinated transportation of our mobile
systems using 233 power units. We examine client requirements, route patterns, travel times, fuel costs and system availability in our
deployment process. Our mobile shared-service MRI systems are currently scheduled for as little as one-half day and up to seven days per week
at any particular client, with an average usage of 1.7 days per week per client. Drivers typically move the systems at night and activate them
upon arrival at each client location so that the systems are operational when our technologists arrive.
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Timely, effective maintenance is essential for achieving high utilization rates of our MRI systems. We contract with the original equipment
manufacturers for comprehensive maintenance programs on our systems to minimize the period of time the equipment is unavailable. System
repair typically takes less than one day but could take longer, depending upon the nature of the repair. During the warranty period and
maintenance contract term, we receive guarantees related to equipment operation and availability.

Sales and Marketing

As of December 31, 2004, our national sales force consisted of 35 members who identify and contact potential clients. We also had 51 marketing
representatives, as of such date, who are focused on increasing the number of scans performed with our systems by educating physicians about
our new imaging applications and service capabilities. The sales force is organized regionally under the oversight of regional vice presidents and
senior management. Furthermore, certain of our executive officers and regional vice presidents also spend a portion of their time participating in
contract negotiations.

Competition

The market for diagnostic imaging services is highly fragmented and has few national imaging service providers. We believe that the key
competitive factors affecting our business include:

•  the quality and reliability of service;

•  the quality and type of equipment available;

•  the availability of types of imaging and ancillary services;

•  the availability of imaging center locations and flexibility of scheduling;

•  pricing;

•  the knowledge and service quality of technologists;

•  the ability to obtain regulatory approvals; and

•  the ability to establish and maintain relationships with healthcare providers and referring physicians.

We are, and expect to continue to be, subject to competition in our targeted markets from businesses offering diagnostic imaging services,
including existing and developing technologies. There are many companies engaged in the shared-serve and fixed-site imaging market,
including one national competitor and many smaller regional competitors. While we believe that we had a greater number of diagnostic imaging
systems deployed at the end of 2004 than our principal competitors and also had greater revenue from diagnostic imaging services during our
2004 fiscal year than they did, some of our competitors may now or in the future have access to greater resources than we do. We compete with
other mobile providers, independent imaging centers, physicians, hospitals, and other healthcare providers that have their own diagnostic
imaging systems, and original equipment manufacturers that sell or lease imaging systems to healthcare providers for mobile or full-time use.
We may also experience greater competition in states that currently have certificates of need laws should these laws be repealed, thereby
reducing barriers to entry in that state.

Employees

As of December 31, 2004, we had 2,083 employees, of whom 1,634 were trained diagnostic imaging technologists, patient coordinators, drivers
or other technical support staff. The drivers in a portion of one of our regions, approximately 36 employees, are represented by the Teamsters
union as their collective bargaining agent. We believe we have good relationships with our employees.
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Regulation

Our business is subject to extensive federal and state government regulation. This includes the federal Anti-Kickback Law and similar state
anti-kickback laws, the Stark Law and similar state laws affecting physician referrals, the federal False Claims Act, the Health Insurance
Portability and Accountability Act of 1996 and similar state laws addressing privacy and security, state unlawful practice of medicine and fee
splitting laws, and state certificate of need laws. Although we believe that our operations materially comply with the laws governing our
industry, it is possible that non-compliance with existing laws or the adoption of new laws or interpretations of existing laws could adversely
affect our financial performance.

Fraud and Abuse Laws; Physician Referral Prohibitions

The healthcare industry is subject to extensive federal and state regulation relating to licensure, conduct of operations, ownership of facilities,
addition of facilities and services and payment for services.

In particular, the federal Anti-Kickback Law prohibits persons from knowingly and willfully soliciting, receiving, offering or providing
remuneration, directly or indirectly, to induce either the referral of an individual, or the furnishing, recommending, or arranging for a good or
service, for which payment may be made under a federal healthcare program such as the Medicare and Medicaid Programs. The definition of
�remuneration� has been broadly interpreted to include anything of value, including for example gifts, discounts, the furnishing of supplies or
equipment, credit arrangements, payments of cash, waivers of payments, ownership interests, and providing anything at less than its fair market
value. In addition, there is no one generally accepted definition of intent for purposes of finding a violation of the Anti-Kickback Law. For
instance, one court has stated that an arrangement will violate the Anti-Kickback Law where any party has the intent to unlawfully induce
referrals. In contrast, another court has opined that a party must engage in the proscribed conduct with the specific intent to disobey the law in
order to be found in violation of the Anti-Kickback Law. The lack of uniform interpretation of the Anti-Kickback Law makes compliance with
the law difficult. The penalties for violating the Anti-Kickback Law can be severe. These sanctions include criminal penalties and civil
sanctions, including fines, imprisonment and possible exclusion from the Medicare and Medicaid programs.

The Anti-Kickback Law is broad, and it prohibits many arrangements and practices that are lawful in businesses outside of the healthcare
industry. Recognizing that the Anti-Kickback Law is broad and may technically prohibit many innocuous or beneficial arrangements within the
healthcare industry, the U.S. Department of Health and Human Services issued regulations in July of 1991, which the Department has referred to
as �safe harbors.� These safe harbor regulations set forth certain provisions which, if met, will assure healthcare providers and other parties that
they will not be prosecuted under the federal Anti-Kickback Law. Additional safe harbor provisions providing similar protections have been
published intermittently since 1991. Our arrangements with physicians, physician practice groups, hospitals, and other persons or entities who
are in a position to refer may not fully meet the stringent criteria specified in the various safe harbors. Although full compliance with these
provisions ensures against prosecution under the federal Anti-Kickback Law, the failure of a transaction or arrangement to fit within a specific
safe harbor does not necessarily mean that the transaction or arrangement is illegal or that prosecution under the federal Anti-Kickback Law will
be pursued. In addition, the Office of Inspector General of the Department of Health and Human Services (�OIG�) issued a Special Advisory
Bulletin on Contractual Joint Ventures in April 2003. The OIG Bulletin stated the Department�s concerns regarding the legality of certain joint
contractual arrangements between providers and suppliers of health care items or services. The OIG Bulletin identified characteristics of
arrangements the OIG may consider suspect, and focused on arrangements in which a health care provider expands into a related service,
through a joint contractual arrangement with an existing supplier of the related service, to service the health care provider�s existing patient
population. The OIG noted that such arrangements may be suspect when the provider contracts out all or nearly all aspects of the new venture,
including the management, to the existing supplier, and
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provides only an existing patient base. In the OIG Bulletin, the OIG asserted that the provider�s return on its investment in such circumstances
may be viewed as remuneration for the referral of the provider�s federal health care program patients to the supplier, and thus may violate the
Anti-Kickback Law.

Although our arrangements may not fall within a safe harbor, we believe that our business arrangements do not violate the Anti-Kickback Law
because we are careful to structure our arrangements to reflect fair market value and ensure that the reasons underlying our decision to enter into
a business arrangement comport with reasonable interpretations of the Anti-Kickback Law. However, even though we continuously strive to
comply with the requirements of the Anti-Kickback Law, liability under the Anti-Kickback Law may still arise because of the intentions of the
parties with whom we do business. In addition, we may have Anti-Kickback Law liability based on arrangements established by the entities we
have acquired if any of those arrangements involved an intention or actions to exchange remuneration for referrals covered by the Anti-Kickback
Law. While we are not aware of any such intentions, we have only limited knowledge regarding the intentions underlying those arrangements.
Conduct and business arrangements that do not fully satisfy one of these safe harbor provisions may result in increased scrutiny by government
enforcement authorities such as the Office of the Inspector General of the U.S. Department of Health and Human Services, or OIG.

Many states have adopted laws similar to the federal Anti-Kickback Law. Some of these state prohibitions apply to referral of patients for
healthcare services reimbursed by any source, not only the Medicare and Medicaid Programs. Although we believe that we comply with both
federal and state anti-kickback laws, any finding of a violation of these laws could subject us to criminal and civil penalties or possible exclusion
from federal or state healthcare programs. Such penalties would adversely affect our financial performance and our ability to operate our
business.

In addition, the Ethics in Patient Referral Act of 1989, commonly referred to as the federal physician self-referral prohibition or Stark Law,
prohibits physician referrals of Medicare and Medicaid patients for certain designated health services (including MRI and other diagnostic
imaging services) to an entity if the physician or an immediate family member has any financial arrangement with the entity and no statutory or
regulatory exception applies. The Stark Law also prohibits the entity from billing for any such prohibited referral. Initially, the Stark Law
applied only to clinical laboratory services and regulations applicable to clinical laboratory services were issued in 1995. Earlier that same year,
the Stark Law�s self-referral prohibition expanded to additional goods and services, including MRI and other imaging services. In 1998, the
Centers for Medicare & Medicaid Services, or CMS (formerly known as the Health Care Financing Administration), published proposed
rules for the remaining designated health services, including MRI and other imaging services, and in January 2001, CMS published the first
phase of the final rule covering the designated health services. Phase one of the final rule became effective on January 4, 2002, except for a
provision relating to certain physician payment arrangements, which became effective July 26, 2004. CMS released Phase two of the Stark Law
final rule as a final rule comment period on March 23, 2004, with an effective date of July 26, 2004.

A person who engages in a scheme to circumvent the Stark Law�s referral prohibition may be fined up to $100,000 for each such arrangement or
scheme. In addition, any person who presents or causes to be presented a claim to the Medicare or Medicaid Program in violation of the Stark
Law is subject to civil monetary penalties of up to $15,000 per bill submission, an assessment of up to three times the amount claimed, and
possible exclusion from participation in federal healthcare programs. Bills submitted in violation of the Stark Law may not be paid by Medicare
or Medicaid, and any person collecting any amounts with respect to any such prohibited bill is obligated to refund such amounts.

Several states in which we operate have enacted or are considering legislation that prohibits physician self-referral arrangements or requires
physicians to disclose any financial interest they may have with a healthcare provider to their patients when referring patients to that provider.
Possible sanctions for
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violating these state law physician self-referral and disclosure requirements include loss of license and civil and criminal sanctions. State laws
vary from jurisdiction to jurisdiction and have been interpreted by the courts or regulatory agencies infrequently.

We believe our operations comply with these federal and state physician self-referral prohibition laws. We do not believe we have established
any arrangements or schemes involving any service of ours which would violate the Stark Law or the prohibition against schemes designed to
circumvent the Stark Law, or any similar state law prohibitions. Because we have financial arrangements with physicians and possibly their
immediate family members, and because we may not be aware of all those financial arrangements, we rely on physicians and their immediate
family members to avoid making prohibited referrals to us in violation of the Stark Law and similar state laws. If we receive such a prohibited
referral which is not covered by exceptions under the Stark Law and applicable state law, our submission of a bill for the referral could subject
us to sanctions under the Stark law and applicable state law. Any sanctions imposed on us under the Stark Law or any similar state laws could
adversely affect our financial results and our ability to operate our business.

The Health Insurance Portability and Accountability Act of 1996 (�HIPAA�) created two new federal crimes: healthcare fraud and false statements
relating to healthcare matters. The healthcare fraud statute prohibits knowingly and willfully executing a scheme to defraud any healthcare
benefit program, including private payors. A violation of this statute is a felony and may result in fines, imprisonment or exclusion from
government sponsored programs such as the Medicare and Medicaid Programs. The false statements statute prohibits knowingly and willfully
falsifying, concealing or covering up a material fact or making any materially false, fictitious or fraudulent statement in connection with the
delivery of or payment for healthcare benefits, items or services. A violation of this statute is a felony and may result in fines or imprisonment or
exclusion from government sponsored programs.

Both federal and state government agencies are continuing heightened and coordinated civil and criminal enforcement efforts. As part of
announced enforcement agency work plans, the federal government will continue to scrutinize, among other things, the billing practices of
hospitals and other providers of healthcare services. The federal government also has increased funding to fight healthcare fraud, and it is
coordinating its enforcement efforts among various agencies, such as the U.S. Department of Justice, the U.S. Department of Health and Human
Services Office of Inspector General, and state Medicaid fraud control units. We believe that the healthcare industry will continue to be subject
to increased government scrutiny and investigations.

Federal False Claims Act

Another trend affecting the healthcare industry is the increased use of the federal False Claims Act and, in particular, actions under the False
Claims Act�s �whistleblower� provisions. Those provisions allow a private individual to bring actions on behalf of the government alleging that the
defendant has defrauded the federal government. After the individual has initiated the lawsuit, the government must decide whether to intervene
in the lawsuit and to become the primary prosecutor. If the government declines to join the lawsuit, then the individual may choose to pursue the
case alone, in which case the individual�s counsel will have primary control over the prosecution, although the government must be kept apprised
of the progress of the lawsuit. Whether or not the federal government intervenes in the case, it will receive the majority of any recovery. If the
litigation is successful, the individual is entitled to no less than 15%, but no more than 30%, of whatever amount the government recovers. The
percentage of the individual�s recovery varies, depending on whether the government intervened in the case and other factors. Recently, the
number of suits brought against healthcare providers by private individuals has increased dramatically. In addition, various states are considering
or have enacted laws modeled after the federal False Claims Act. Even in instances when a whistleblower action is dismissed with no judgment
or settlement, we may incur substantial legal fees and other costs relating to an investigation. Future actions under the False Claims
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Act may result in significant fines and legal fees, which would adversely affect our financial performance and our ability to operate our business.

When an entity is determined to have violated the federal False Claims Act, it must pay three times the actual damages sustained by the
government, plus mandatory civil penalties of between $5,500 to $11,000 for each separate false claim. Liability arises, primarily, when an
entity knowingly submits a false claim for reimbursement to the federal government. Simple negligence should not give rise to liability, but
submitting a claim with reckless disregard of its truth or falsity could result in substantial civil liability.

Although simple negligence should not give rise to liability, the government or a whistleblower may attempt and could succeed in imposing
liability on us for a variety of previous or current failures, including for example:

•  Failure to comply with the many technical billing requirements applicable to our Medicare and Medicaid
business.

•  Failure to comply with Medicare requirements concerning the circumstances in which a hospital, rather than we,
must bill Medicare for diagnostic imaging services we provide to outpatients treated by the hospital.

•  Failure of our hospital clients to accurately identify and report our reimbursable and allowable services to
Medicare.

•  Failure to comply with the Anti-Kickback Law or Stark Law.

•  Failure to comply with the prohibition against billing for services ordered or supervised by a physician who is
excluded from any federal healthcare programs, or the prohibition against employing or contracting with any person
or entity excluded from any federal healthcare programs.

•  Failure to comply with the Medicare physician supervision requirements for the services we provide, or the
Medicare documentation requirements concerning such physician supervision.

•  The past conduct of the companies we have acquired.

We strive to ensure that we meet applicable billing requirements. However, the costs of defending claims under the False Claims Act, as well as
sanctions imposed under the Act, could significantly affect our financial performance.

Health Insurance Portability and Accountability Act of 1996

In addition to creating the two new federal health care crimes discussed above, HIPAA also establishes uniform standards governing the conduct
of certain electronic health care transactions and protecting the security and privacy of individually identifiable health information maintained or
transmitted by health care providers, health plans and health care clearinghouses. Two standards have been promulgated under HIPAA with
which we currently are required to comply. We must comply with the Standards for Privacy of Individually Identifiable Health Information,
which restrict our use and disclosure of certain individually identifiable health information. We have been required to comply with the Privacy
Standards since April 14, 2003. We must also comply with the Standards for Electronic Transactions, which establish standards for common
health care transactions, such as claims information, plan eligibility, payment information and the use of electronic signatures. We have been
required to comply with these standards since October 16, 2003. We believe that we are in compliance with these standards. Two other standards
relevant to our use of medical information have been promulgated under HIPAA, although our compliance with these standards is not yet
required. The Security Standards will require us to implement certain security measures to safeguard certain electronic health information by
April 21, 2005. In addition, CMS recently published a final rule, which will require us to adopt Unique
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Health Identifiers for use in filing and processing health care claims and other transactions by May 23, 2007. While the government intended this
legislation to reduce administrative expenses and burdens for the health care industry, our compliance with this law may entail significant and
costly changes for us. If we fail to comply with these standards, we could be subject to criminal penalties and civil sanctions.

In addition to federal regulations issued under HIPAA, some states have enacted privacy and security statutes or regulations that, in some cases,
are more stringent than those issued under HIPAA. In those cases it may be necessary to modify our operations and procedures to comply with
the more stringent state laws, which may entail significant and costly changes for us. We believe that we are in compliance with such state laws
and regulations. However, if we fail to comply with applicable state laws and regulations, we could be subject to additional sanctions.

Unlawful Practice of Medicine and Fee Splitting

The marketing and operation of our diagnostic imaging systems are subject to state laws prohibiting the practice of medicine by non-physicians.
We believe that our operations do not involve the practice of medicine because all professional medical services relating to our operations,
including the interpretation of scans and related diagnoses, are separately provided by licensed physicians not employed by us. Some states have
laws that prohibit any fee-splitting arrangement between a physician and a referring person or entity that would provide for remuneration paid to
the referral source on the basis of revenues generated from referrals by the referral source. We believe that our operations do not violate these
state laws with respect to fee splitting.

Certificate of Need Laws

In some states, a certificate of need or similar regulatory approval is required prior to the acquisition of high-cost capital items or services,
including diagnostic imaging systems or provision of diagnostic imaging services by us or our clients. Certificate of need regulations may limit
or preclude us from providing diagnostic imaging services or systems. At present, 17 states in which we operate have certificate of need laws
that restrict the supply of MRI machines and other types of advanced medical equipment to certain incumbent providers. Revenue from states
with certificate of need regulations represented approximately 43% of our total revenue in 2004.

Certificate of need laws were enacted to contain rising healthcare costs, prevent the unnecessary duplication of health resources, and increase
patient access for health services. In practice, certificate of need laws have prevented hospitals and other providers who have been unable to
obtain a certificate of need from acquiring new machines or offering new services. In the past 18 years, some states have liberalized exemptions
from certificate of need laws, including, for example, Pennsylvania, Nebraska, New York, Ohio and Tennessee. However, this liberalization of
certificate of need restrictions has had little impact on our performance. Our current contracts will remain in effect even if the certificate of need
states in which we operate modify their certificate of need programs. However, a significant increase in the number of states regulating our
business through certificate of need or similar programs could adversely affect us. Conversely, repeal of existing certificate of need regulations
in jurisdictions where we have obtained a certificate of need, or certificate of need exemption, also could adversely affect us by allowing
competitors to enter our markets. Certificate of need laws are the subject of continuing legislative activity. We are not currently aware of any
proposed legislative or regulatory changes to the certificate of need regulations that would have a material affect to our results of operations.

Reimbursement

We derive most of our revenues directly from healthcare providers, such as hospitals, with whom we contract to provide services to their
patients. Some of our revenues come from third-party payors,
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including government programs such as the Medicare Program, to whom we directly bill. We derive a small percentage of our revenues from
direct billings to patients and their third-party payors. Services for which we submit direct billings for Medicare and Medicaid patients typically
are reimbursed by contractors on a fee schedule basis and by patients who are responsible for coinsurance. Revenues from all our direct patient
billings amounted to approximately 13% of our revenue in 2004.

Our revenues, whether from providers who bill third-party payors directly or from our own direct billings, are impacted by Medicare laws and
regulations. As a result of federal cost-containment legislation currently in effect, Medicare generally pays for hospital inpatient services under a
prospective payment system based upon a fixed amount for each Medicare patient discharge. Patient discharges are classified into one of many
diagnosis related groups, or DRGs, which form the basis of a pre-determined payment amount for inpatient services for most hospitals. The
DRG payment amount generally covers all inpatient operating costs, regardless of the services actually provided or the length of the patient�s
stay. In addition, because Medicare reimburses a hospital for all services rendered to a Medicare patient (both inpatient and outpatient), a
free-standing facility cannot be separately reimbursed for an MRI scan or other procedure performed on the hospital patient. Many state
Medicaid Programs have adopted comparable payment policies.

As to hospital outpatient services, on August 1, 2000, CMS implemented a Medicare outpatient prospective payment system, or OPPS, under
which services and items furnished in most hospital outpatient departments are reimbursed using a pre-determined amount for each ambulatory
payment classification, or APC. Each APC represents procedures or items comparable both clinically and in terms of resources utilized. Unlike
typical APCs, new technology APCs are groupings of new services with similar costs, but not necessarily similar clinical characteristics, that are
not represented by existing APCs. Hospitals are paid based on procedures performed and items furnished during a patient visit. Certain items
and services are paid on a fee schedule, and for certain drugs, biologics and new technologies, hospitals are reimbursed additional amounts. The
2005 update to OPPS , which was announced in November 2004, reclassified several PET procedures into a new technology APC different than
that to which they were assigned in 2004. As a result of reclassification, Medicare payment for PET scans provided in hospital outpatient
departments will decline from $1,450 to $1,150 in 2005. In general, our average wholesale pricing to hospitals still provides for a profit margin
for those hospitals even at the revised Medicare hospital reimbursement rate. CMS delayed assigning these procedures to clinically appropriate
APCs, which would be paid according to the median costs of the scans based on claims data, in response to concerns that doing so would reduce
payments significantly and hinder beneficiary access to the technology. The shift to clinically appropriate APCs, which would be paid according
to the median costs of the scans based on claims data, is expected to occur in 2006.

In December 2003, the President signed into law the Medicare Prescription Drug, Improvement and Modernization Act of 2003, or MMA,
which changes the way Medicare payments are made in many significant ways. For those hospitals with which we contract, changes include
revisions to payments for certain drugs, including radiopharmaceutical agents, that were paid as pass-throughs, or additional payment amounts
under OPPS, on or before December 31, 2002. This change may result in reduced payments to hospitals for diagnostic scans utilizing
radiopharmaceuticals, which may affect our PET contracts with hospitals and our financial performance.

Services for which we bill Medicare directly are paid under the Medicare Physician Fee Schedule. Under MMA, the physician fee schedule
payment rates were increased for 2005. The conversion factor, a dollar amount used to calculate payments for various procedures by an
established formula, was increased by 1.5% for 2005.

In order for our hospital customers to receive payment from Medicare with respect to our services, our services must be furnished in a
�provider-based� organization or facility or be a covered service
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furnished �under arrangements.� On April 7, 2000, CMS published new rules establishing criteria for being a �provider-based� organization or
facility. If our services to hospital customers are not furnished in a �provider-based� setting, the services would not be covered by Medicare unless
they are found to be a service furnished �under arrangements� to a hospital. The extent to which �under arrangements� services may be covered by
Medicare when they do not meet the �provider-based� standards is unclear. In the Benefits Improvement and Protection Act of 2000, Congress
�grandfathered� until October 1, 2002 all sites that were paid as provider-based sites as of October 1, 2000. On November 30, 2001, CMS issued
revisions to the regulations, which implemented a number of technical changes but did not address all circumstances, including where services
are provided �under arrangements.� On August 1, 2002, CMS further delayed the effective date for �grandfathered� organizations and facilities until
July 1, 2003. In addition, CMS revised the �provider based� regulations to include modifications to the joint venture and management contract
provisions. During the extended grandfather period, existing services continue to be treated as provider-based. As the Medicare rules are
clarified it may be necessary for us to modify contracts with hospital customers or to take other steps that may affect our revenues or the manner
in which we furnish services to hospital customers. We cannot predict fully the impact of the provider-based regulations on our hospital
customers.

Payments to us by third-party payors depend substantially upon each payor�s coverage and reimbursement policies. Third-party payors may
impose limits on coverage or reimbursement for diagnostic imaging services, including denying reimbursement for tests that do not follow
recommended diagnostic procedures. Coverage policies also may be expanded to reflect emerging technologies. For example, as of October 1,
2003, PET for the restaging of some types of recurrent or residual thyroid cancers is covered by Medicare under certain circumstances. Because
unfavorable coverage and reimbursement policies have and may continue to constrict the profit margins of the hospitals and clinics we bill
directly, however, we have and may continue to need to lower our fees to retain existing clients and attract new ones. Alternatively, at lower
reimbursement rates, a healthcare provider might find it financially unattractive to own an MRI or other diagnostic imaging system, but could
benefit from purchasing our services. It is possible that third-party reimbursement policies will affect the need or price for our services in the
future, which could significantly affect our financial performance and our ability to conduct our business.

Environmental, Health and Safety Laws

We are subject to federal, state and local regulations governing the storage, use transport and disposal of materials and waste products, including
biohazardous and radioactive wastes. Our PET service and some of our other imaging services require the use of radioactive materials. While
this material has a short half-life, meaning it quickly breaks down into inert, or non-radioactive substances, using such materials presents the risk
of accidental environmental contamination and physical injury. Although we believe that our safety procedures for storing, handling,
transporting and disposing of these hazardous materials comply with the standards prescribed by law and regulation, we cannot completely
eliminate the risk of accidental contamination or injury from those hazardous materials. We maintain professional liability insurance that covers
such matters with coverage that we believe is consistent with industry practice and appropriate in light of the risks attendant to our business.
However, in the event of an accident, we could be held liable for any damages that result, and any liability could exceed the limits or fall outside
the coverage of our insurance. We may not be able to maintain insurance on acceptable terms, or at all. We could incur significant costs and the
diversion of our management�s attention in order to comply with current or future environmental laws and regulations. We have not had material
expenses related to environmental, health and safety laws or regulations to date.
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RISK FACTORS

You should carefully consider the risks described below before investing in our publicly-traded securities. If any of these risks actually occurs,
our business, financial condition or results of operations will likely suffer. In that event, the trading price of our common stock could decline,
and you may lose all or part of your investment.

Risks Related to Our Business and Our Common Stock

Changes in the rates or methods of third-party reimbursements for diagnostic imaging services could result in reduced demand for our
services or create downward pricing pressure, which would result in a decline in our revenues and harm to our financial position.

We derive approximately 13% of our revenues from direct billings to patients and third-party payors such as Medicare, Medicaid or private
health insurance companies, and changes in the rates or methods of reimbursement for the services we provide could have a significant negative
impact on those revenues. Moreover, our healthcare provider clients on whom we depend for the majority of our revenues generally rely on
reimbursement from third-party payors. In the past, initiatives have been proposed which, if implemented, would have had the effect of
substantially decreasing reimbursement rates for diagnostic imaging services. For example, the 2005 update to the Medicare outpatient
prospective payment system, which was announced in November 2004, reclassified several PET procedures into a new technology ambulatory
payment classification that is different from that to which they were assigned in 2004. As a result of reclassification, Medicare payment for PET
scans provided in hospital outpatient departments will decline from $1,450 to $1,150 in 2005. This change, and other similar initiatives enacted
in the future, may have an adverse impact on our financial condition and our operations. Any change in the rates of or conditions for
reimbursement could substantially reduce the number of procedures for which we or these healthcare providers can obtain reimbursement or the
amounts reimbursed to us or our clients for services provided by us. Because unfavorable reimbursement policies have constricted and may
continue to constrict the profit margins of the hospitals and clinics we bill directly, we have lowered and may continue to need to lower our fees
to retain existing clients and attract new ones. These reductions could have a significant adverse effect on our revenues and financial results by
decreasing demand for our services or creating downward pricing pressure.

Our revenues may fluctuate or be unpredictable and this may harm our financial results.

The amount and timing of revenues that we may derive from our business will fluctuate based on:

•  variations in the rate at which clients renew their contracts;

•  the extent to which our mobile shared-service clients become full-time clients;

•  changes in the number of days of service we can offer with respect to a given diagnostic imaging system due to
equipment malfunctions or the seasonal factors discussed below; and

•  the mix of wholesale and retail billing for our services.

In addition, we experience seasonality in the sale of our services. For example, our sales typically decline from our third fiscal quarter to our
fourth fiscal quarter. First and fourth quarter revenues are typically lower than those from the second and third quarters. First quarter revenue is
affected primarily by fewer calendar days and inclement weather, the results of which are fewer patient scans during the period. Fourth quarter
revenue is affected primarily by holiday and client and patient vacation schedules and inclement weather, the results of which are fewer patient
scans during the period. As a result, our revenues may significantly vary from quarter to quarter, and our quarterly results may be below market
expectations. We may not be able to reduce our expenses, including our debt service obligations, quickly enough to
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respond to these declines in revenue, which would make our business difficult to operate and would harm our financial results. If this happens,
the price of our common stock may decline.

We may experience competition from other medical diagnostic companies and this competition could adversely affect our revenues and
our business.

The market for diagnostic imaging services and systems is competitive. Our major competitors include InSight Health Services Corp.,
Medquest, Inc., Radiologix, Inc., Medical Resources, Inc., Shared Medical Services, Kings Medical Company Inc. and Otter Tail Power
Company. In addition to direct competition from other mobile providers, we compete with independent imaging centers and healthcare providers
that have their own diagnostic imaging systems as well as with equipment manufacturers that sell or lease imaging systems to healthcare
providers for full-time installation. While we believe that we had a greater number of diagnostic imaging systems deployed at the end of 2004
than our principal competitors and also had greater revenue from diagnostic imaging services during our 2004 fiscal year than they did, some of
our direct competitors which provide diagnostic imaging services may now or in the future have access to greater financial resources than we do
and may have access to newer, more advanced equipment. In addition, some clients have in the past elected to provide imaging services to their
patients directly rather than renewing their contracts with us. Finally, we face competition from providers of competing technologies such as
ultrasound and may face competition from providers of new technologies in the future. If we are unable to successfully compete, our client base
would decline and our business and financial condition would be harmed.

Managed care organizations may prevent healthcare providers from using our services which would cause us to lose current and
prospective clients.

Healthcare providers participating as providers under managed care plans may be required to refer diagnostic imaging tests to specific imaging
service providers depending on the plan in which each covered patient is enrolled. These requirements currently inhibit healthcare providers
from using our diagnostic imaging services in some cases. The proliferation of managed care may prevent an increasing number of healthcare
providers from using our services in the future which would cause our revenues to decline.

We may be unable to effectively maintain our imaging systems or generate revenue when our systems are not working.

Timely, effective service is essential to maintaining our reputation and high utilization rates on our imaging systems. Repairs to one of our
systems can take up to two weeks and result in a loss of revenue. Our warranties and maintenance contracts do not fully compensate us for loss
of revenue when our systems are not working. The principal components of our operating costs include depreciation, salaries paid to
technologists and drivers, annual system maintenance costs, insurance and transportation costs. Because the majority of these expenses are fixed,
a reduction in the number of scans performed due to out-of-service equipment will result in lower revenues and margins. Repairs of our
equipment are performed for us by the equipment manufacturers. These manufacturers may not be able to perform repairs or supply needed parts
in a timely manner. Thus, if we experience greater than anticipated system malfunctions or if we are unable to promptly obtain the service
necessary to keep our systems functioning effectively, our revenues could decline and our ability to provide services would be harmed.

We may be unable to renew or maintain our client contracts which would harm our business and financial results.

Upon expiration of our clients� contracts, we are subject to the risk that clients will cease using our imaging services and purchase or lease their
own imaging systems or use our competitors� imaging systems. During the year ended December 31, 2004, we continued to experience a high
rate of contract terminations primarily due to stepped up marketing, sales and attractive financing alternatives being offered by original
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equipment manufacturers to our clients. A portion of our clients can execute their early termination clause and discontinue service prior to
maturity. As a result, our 2004 MRI revenues declined compared to 2003 levels and we believe that MRI revenues from our shared service
operations will continue to decline in future periods. If these contracts are not renewed, it could result in a significant negative impact on our
business. It is not always possible to immediately obtain replacement clients, and historically many replacement clients have been smaller
facilities which have a lower number of scans than lost clients.

We may be subject to professional liability risks which could be costly and negatively impact our business and financial results.

We may be subject to professional liability claims. Although there currently are no known hazards associated with MRI or our other scanning
technologies when used properly, hazards may be discovered in the future. Furthermore, there is a risk of harm to a patient during an MRI if the
patient has certain types of metal implants or cardiac pacemakers within his or her body. Patients are carefully screened to safeguard against this
risk, but screening may nevertheless fail to identify the hazard. To protect against possible professional liability, we maintain professional
liability insurance with coverage that we believe is consistent with industry practice and appropriate in light of the risks attendant to our
business. However, if we are unable to maintain insurance in the future at an acceptable cost or at all or if our insurance does not fully cover us,
and a successful claim was made against us, we could be exposed. Any claim made against us not fully covered by insurance could be costly to
defend against, result in a substantial damage award against us and divert the attention of our management from our operations, which could
have an adverse effect on our financial performance.

Loss of key executives and failure to attract qualified managers, technologists and sales persons could limit our growth and negatively
impact our operations.

We depend upon our management team to a substantial extent. In particular, we depend upon Mr. Viviano, our Chief Executive Officer and the
Chairman of our Board of Directors for his skills, experience, knowledge of the company and industry contacts. While we have an employment
agreement with Mr. Viviano, its initial term has expired and the term is now subject to automatic extensions on a quarterly basis. Mr. Viviano
can prevent a quarterly extension by giving notice of a desire to modify or terminate his agreement at least thirty days prior to the quarterly
extension date. In addition, we do not have key employee insurance policies covering any of our management team. The loss of Mr. Viviano, or
other members of our management team, could have a material adverse effect on our business, results of operations or financial condition.

As we grow, we will increasingly require field managers and sales persons with experience in our industry and skilled technologists to operate
our diagnostic equipment. It is impossible to predict the availability of qualified field managers, sales persons and technologists or the
compensation levels that will be required to hire them. In particular, there is a very high demand for qualified technologists who are necessary to
operate our systems. We may not be able to hire and retain a sufficient number of technologists, and we may be required to pay bonuses and
higher salaries to our technologists, which would increase our expenses. The loss of the services of any member of our senior management or
our inability to hire qualified field managers, sales persons and skilled technologists at economically reasonable compensation levels could
adversely affect our ability to operate and grow our business.

We are controlled by a single stockholder which will be able to exert significant influence over matters requiring stockholder approval,
including change of control transactions.

Viewer Holdings L.L.C., an affiliate of Kohlberg Kravis Roberts & Co (�KKR�), owns approximately 72% of our common equity without giving
effect to phantom shares held by four members of KKR�s management who are on our board of directors. These directors in the aggregate hold
43,105 phantom shares, which gives them the right to receive an equivalent number of shares of our common stock, or cash,
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upon their retirement or separation from the board of directors or upon the occurrence of a change of control. KKR 1996 GP L.L.C. is the sole
general partner of KKR Associates 1996 L.P., which is the sole general partner of KKR 1996 Fund L.P. As of the date hereof, KKR 1996 Fund
L.P. is the senior member of Viewer Holdings L.L.C. Michael W. Michelson and James H. Greene, two of the members of our board of
directors, are among the members of KKR 1996 GP L.L.C. Mr. Michelson is also the Chairperson of our Compensation Committee and a
member of our Executive Committee. James C. Momtazee and Adam H. Clammer, who are also executives of KKR and limited partners of
KKR Associates 1996 L.P., are also members of our board of directors. Mr. Momtazee is also a member of our Compensation Committee and
our Executive Committee. We sometimes refer to KKR 1996 GP L.L.C., KKR Associates 1996 L.P., KKR 1996 Fund L.P. and various affiliated
entities as KKR. KKR provides management, consulting and financial services to us and we paid KKR an annual fee of $650,000 in 2004 in
quarterly installments in arrears at the end of each calendar quarter for those services.

As a result of the arrangements described above, KKR controls us and has the power to elect all of our directors, appoint new management and
approve any action requiring the approval of the holders of shares of our common stock, including adopting amendments to our certificate of
incorporation and approving mergers, consolidations or sales of all or substantially all of our assets. This concentration of ownership may also
delay or prevent a change of control of our company or reduce the price investors might be willing to pay for our common stock. The interests of
KKR may conflict with the interests of other holders of our common stock.

Our positron emission tomography and positron emission tomography/computed tomography, or PET and PET/CT, service and some
of our other imaging services require the use of radioactive materials, which could subject us to regulation related costs and delays and
potential liabilities for injuries or violations of environmental, health and safety laws.

Our PET and PET/CT service and some of our other imaging services require radioactive materials. While this radioactive material has a short
half-life, meaning it quickly breaks down into inert, or non-radioactive substances, storage, use and disposal of these materials presents the risk
of accidental environmental contamination and physical injury. We are subject to federal, state and local regulations governing storage, handling
and disposal of these materials and waste products. Although we believe that our safety procedures for storing, handling and disposing of these
hazardous materials comply with the standards prescribed by law and regulation, we cannot completely eliminate the risk of accidental
contamination or injury from those hazardous materials. We maintain professional liability insurance with coverage that we believe is consistent
with industry practice and appropriate in light of the risks attendant to our business. However, in the event of an accident, we could be held
liable for any damages that result, and any liability could exceed the limits or fall outside the coverage of our insurance. We may not be able to
maintain insurance on acceptable terms, or at all. We could incur significant costs and the diversion of our management�s attention in order to
comply with current or future environmental, health and safety laws and regulations.

We may not be able to achieve the expected benefits from future acquisitions which would adversely affect our financial condition and
results.

We have historically relied on acquisitions as a method of expanding our business. In addition, we will consider future acquisitions as
opportunities arise. If we do not successfully integrate acquisitions, we may not realize anticipated operating advantages and cost savings. The
integration of companies that have previously operated separately involves a number of risks, including:

•  demands on management related to the increase in our size after an acquisition;

•  the diversion of our management�s attention from the management of daily operations to the integration of
operations;
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•  difficulties in the assimilation and retention of employees;

•  potential adverse effects on operating results; and

•  challenges in retaining clients.

We may not be able to maintain the levels of operating efficiency acquired companies will have achieved or might achieve separately.
Successful integration of each of their operations will depend upon our ability to manage those operations and to eliminate redundant and excess
costs. Because of difficulties in combining operations, we may not be able to achieve the cost savings and other size related benefits that we
hoped to achieve after these acquisitions which would harm our financial condition and operating results.
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