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SDIcon Technology Update

Dear SDIcon Shareholders,

With this letter, I would like to bring you up-to-date on the technical status and
plans for our patented volumetric 3D display technology, CSpace®™. You last heard
from us on this subject during the Annual Shareholders Meeting on October 15th of
2011, and the summary of that meeting from our former CEO (now serving on our
board), Mr. Sidney Aroesty, in his November 1st, 2011, CEO Update letter to
shareholders posted on our website.

EXTERNAL VALIDATION

Shortly before the October annual shareholder meeting, Mr. Aroesty assembled a
team of outside business and technical experts from the electronic display and the
photonics industries. That team included myself, Dr. George Melnik, now our Senior
Technical Advisor, and Dr. Mark Arbore, a very experienced and well known
Stanford educated laser physicist. Mr. Aroesty asked that team of consultants to
work with our CTO, Dr. Hakki Refai, and our then VP of Technology, Dr. Brian
Hoover, to provide the company with an external validation of the overall technical
feasibility of the CSpace technology and the Company's ability to achieve our near
term technology commercialization goals. The team was also asked to assess the
viability of the R&D strategy underlying the proposed engineering plan (and the
plan itself) for the creation of the Trade Show Prototype (TSP). Dr. Hoover
presented a summary of the proposed plan at the October 15th, 2011, Annual
Shareholders Meeting.

As you may recall, the purpose of the TSP is to demonstrate the capabilities and
performance of the CSpace technology at the level required to secure both
customers and strategic development & marketing partners. In addition to having a
much larger, brighter and higher resolution image than the current laboratory
prototype, the TSP will be self contained and portable, allowing us to take it to
potential customers, partners and trade shows.
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During the last months of 2011 and the first months of this year, the team of
consultants had multiple meetings with the SDIcon management and technology
teams. The results of their analysis validated to the satisfaction of Mr. Aroesty and
the 3DIcon management team that the CSpace technology is technically viable and
capable of meeting the Company's near term commercialization goals.

As you may recall from the Annual Shareholders' Meeting, the Company's proposed
R&D strategy for the development of the TSP required the build out of a new R&D
facility, the hiring of approximately 8 engineers and scientists, equipping the new
facility and providing the scientists with the required equipment and materials to
undertake a multidisciplinary engineering effort. Based on that R&D strategy, the
TSP engineering plan proposed a budget of several million dollars and a schedule of
approximately 12 months.

After reviewing the proposed TSP engineering plan and the technical progress to
date, the SDIcon management team with the support of the outside consultants
concluded that significant gains in performance could be accomplished with higher
confidence in a shorter period of time at far less cost by taking a more evolutionary
(step-by-step) approach.

OUR NEW CSPACE DEVELOPMENT PLAN

As a result of the above review and conclusions, the Company has decided to take a
more step-by-step, evolutionary, and lower cost approach to commercialize the
CSpace technology. Our new commercialization strategy is to develop multiple
staged prototypes (laboratory and tradeshow) with successively higher
performance (image size, resolution & brightness). Our technology team, under the
leadership of CTO Dr. Hakki Refai and Dr. George Melnik, has already begun working
on the second generation laboratory prototype. This second generation prototype is
expected to deliver an image that is approximately eight times (8x) the volume and
approximately 50 times (5 Ox) the resolution of the current laboratory prototype. In
addition, we expect that the 3D images will be much brighter so they can be viewed
in normal room lighting. Compared to the original TSP specification and plan, this
next generation prototype is expected to be about four times (4x) higher resolution,
brighter, have a smaller image size, have a significantly reduced cost, utilize existing
facilities and staff, and be complete in about 6 months. The technology team plans
to further increase the image size in the third generation prototype that we have
already started planning.



YOUR SUPPORT

This evolutionary step-by-step approach has been utilized many times by many
technology companies worldwide and is proven to produce results with high
confidence. In order for this strategy to be a complete success, we need your
continued support. And while I ask for that support now as your new CEO, I know
that it has to be earned by producing results on the shorter time scale we are
currently projecting. Our enhanced technology team, working closely with our
management team, and this new commercialization strategy are what SDIcon needs
to do just that.

SDICON CORPORATION

Mark Willner
Chief Executive Officer

With the exception of historical information, the matters discussed in this letter are forward-looking statements that involve a
number of risks and uncertainties. The actual future results of SDIcon Corporation could differ significantly from those
statements. Factors that could cause actual results to differ materially include risks and uncertainties such as the inability to
finance the company's operations, inability to hire and retain qualified personnel, and changes in the general economic
climate. In some cases, you can identify forward-looking statements by terminology such as "may," "will," "should," "expect,"
"plan,""anticipate," "believe," "estimate," "predict," "potential" or "continue," the negative of such terms, or other comparable
terminology. These statements are only predictions. Although we believe that the expectations reflected in the forward-
looking statements are reasonable, such statements should not be regarded as a representation by SDIcon Corporation, or any
other person, that such forward-looking statements will be achieved. We undertake no duty to update any of the forward-
looking statements, whether as a result of new information, future events or otherwise. In light of the foregoing, readers are
cautioned not to place undue reliance on such forward-looking statements.


