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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwarddimg statements. The words or phrases “would Bejll allow,” “ intend:
to,” “will likely result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” “project; or similar expressions are intendec
identify “forward-looking statements.’Actual results could differ materially from thosejected in the forward looking statements as aiit
of a number of risks and uncertainties, includimg trisk factors set forth below and elsewhere iis Report. See “Risk Factorsanc
“Management's Discussion and Analysis of Finan@ahdition and Results of OperationsStatements made herein are as of the date
filing of this Form 1-K with the Securities and Exchange Commission dmaiild not be relied upon as of any subsequent ddtdes:
otherwise required by applicable law, we do notentake, and specifically disclaim any obligation,update any forwardboking statemen
to reflect occurrences, developments, unanticipataghts or circumstances after the date of sudiersiant.

PART |
ITEMI. BUSINESS
Overview

Park City Group, Inc. (the Company”) is a Software-as-a-Service SaaS”) provider that brings unique visibility to t
consumer goods supply chain, delivering actionaiftrmation that ensures product is on the shelémvthe consumer expects it. Our set
increases our customers’ sales and profitabilitjemnabling lower inventory levels for both re¢ad and their suppliers.

Our services are delivered principally thloyoprietary software products designed, develppeatketed and supported by
Company. These products are designed to facilitapgoved business processes among all key coestéun the supply chain, starting v
the retailer and moving back to suppliers and exadlyt raw material providers. In addition, the Quany has built a consulting practice
business process improvement that centers aron€dimpanys proprietary software products and through esthblent of a neutral a
“trusted” third party relationship between retaslemd suppliers. The principal markets for the Gany's products are muktore retail an
convenience store chains, branded food manufastueppliers and distributors and manufacturing pames.

Historically, the Company offered apptions and related maintenance contracts to newmass for a one-time, narcurring
up front license fee. Although not completely at@ming the license fee and maintenance model, she@cquisition of Prescient Appl
Intelligience, Inc. ("Prescient") in January 2009, the Company has focused it#egjic initiatives and resources to marketing aglting
prospective customers a subscription for its prodiferings. In support of this strategic shifiviard a subscriptiofrased model, the Compe
has scaled its contracting process, streamlinezuggomer orboarding and implemented a financial package titagrates multiple systems
an automated fashion. As a result, subscriptioredbasvenue has grown from $203,000 for the 200&lffigear to $7.0 million this yee
During that same period our revenue has transiticinem a 6% subscription revenue and 94% licensk @her revenue basis to 7
subscription revenue and 30% license and othentevbasis.

The Company is incorporated in the state of Nevaldee Company 98.76% and 100% owned subsidiaries, Park Cityigrinc
and Prescient, respectively, are incorporated éndfate of Delaware. All intercompany transactiansl balances have been eliminate
consolidation.

The principal executive offices of the Company laated at 3160 Pinebrook Road, Park City, Utal9840rhe telephone numt
is (435) 645-2000. The website address is httpmmvparkcitygroup.com.

Recent Developments
ReposiTral™

On February 14, 2012 the Company announced a psinipevith Levitt Partners, an internationally knowealth care and food safety-
consulting firm. The Company's association withvittePartners resulted in the formation of Globalpgly Chain Systems, Inc. Global
Supply”), which will provide a targeted solution for imgpring supply chain visibility for food and drug saf. The solution, ResposiTrai ,
is powered by the Comparsytechnology and was developed in response toassage of the Food Safety and Modernization Adaituary ¢
2011. ResposiTrakM enables grocery, supermarkets, packaged goods awndrs, food processing facilities, drug stores arug
manufacturers, as well as logistics partners, @aoktrand trace products and components to prodbotsighout the food, drug and diet
supplement supply chains. In the event of a proderdll, the solution quickly identifies the suplyain path taken by the recalled produs
product component, and allows for the removal éécéd products in a matter of minutes, rather tvaeks. Additionally, ReposiTrai!
reduces risk of further contamination in the supghgin by identifying backward chaining sources &ordvard chaining recipients of affec
products in near real time. On August 8, 2012, @menpany announced that Global Supply had begurfithietwo implementations
ReposiTrak’™™ at a global grocery retailer and a major grocerplesaler.

CVS Pharmacy, Inc.
On July 31, 2012, the Company announced a threesgzaice agreement to provide selected dxased trading services to C

Pharmacy, Inc. (CVS”) through May 2015. The agreement reflects the Cogipdncus on increasing the number of retailers tise it:
software on a subscription basis, and marks thep@aomis progress towards contracting with majoilestaoutside of the grocery industry.



The Company expects the subscription revenue pateygnerated from these relationships to be diamtly larger than any of t
Company's existing client hubs within the grocerguistry.
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Company History

The technology has its genesis in the operationsirst Fields Cookies co-founded by Randall K. Feelthe Companyg Chie
Executive Officer. The Company began operatioiizinig patented computer software and profit optiation consulting services that helg
retail clients reduce their inventory and labortcothe two largest controllable expenses in the rétailistry. Because the product conc
originated in the environment of actual multi-urgtail chain ownership, the products are strongigrnded to an operation’s bottom line results.

The Company was incorporated in the State of Dalawa December 8, 1964 as Infotec, Inc. From A 999 to approximate
June 12, 2001, it was known as Amerinet Group.dam, In 2001, the name was changed from Amerimeu.com to Fields Technologi
Inc. On June 13, 2001, the Company entered irfiRearganization Agreementkith Randall K. Fields and Riverview Financial Coratior
whereby it acquired substantially all of the outstiag stock of Park City Group, Inc., a Delawarepooation, which became a 98.67% ow
subsidiary. Operations are conducted through tiisidiary, which was incorporated in the State efaware in May 1990.

On July 25, 2002, Fields Technologies, Inc. chanitedame from Fields Technologies, Inc. to Parky @roup, Inc., through
merger with Park City Group, Inc., a Nevada corfiora which was organized for that purpose and wias the surviving entity in tl
merger. Therefore, both the paréalding company (Nevada) and its operating subsidiBelaware) are named Park City Group, Inc.
City Group, Inc. (Nevada) has no other businessatjpas other than in connection with its subsid®rincluding Prescient.

On January 13, 2009, the Company acquired 100%redcient Applied Intelligence, Inc. Prescient”). Prescient is a leadi
provider of ondemand solutions for the retail marketplace, inicigdoth retailers and suppliers. Its solutiongtaee information at the poi
of sale, provide greater visibility into real-tidemand and turn data into actionable informaticssthe entire supply chain. The Company
condensed consolidated financial statements cotitairesults of operations of Prescient.

Software-as-a-Service Delivery Model

Historically, the Company offered applications aethted maintenance contracts to new customera fore-time, nomecurring uj
front license fee and provided an option for anlyuanewing their maintenance agreements. As altre$ the Prescient merger, Prescient’
reliance on subscription based revenue and the @oyfg shift away from offering its solutions forometime licensing fee, the Company
now principally offering prospective customers nfdntsubscription based licensing of its producdthough not completely abandoning
license fee and maintenance model, the Companync@st to focus its strategic initiatives on inciegshe number of retailers, suppliers
manufacturers that use its software on a subsoniftasis.

Our on-demand, software-assarvice delivery model enables our proprietaryvgafe solutions to be implemented, accessel
used by our customers remotely. Our solutionshargted and maintained by us, thus significantlyucgty costs by eliminating for ¢
customers the time, risk and headcount associaiéd imstalling and maintaining applications withtheir own information technoloy
infrastructures. As a result, we believe our sohsirequire significantly less capital to build areduire less initial investment in thighrty
software, hardware and implementation services,heave lower ongoing support costs versus traditiengerprise software. The SaaS m
also allows advanced information technology infiasture management, security, disaster recoveryotmel best practices. Since we mai
updates and upgrades to our solution on behalfiotostomers, we are able to implement improvemkentair solutions in a more rapid ¢
uniform way, enabling us to take advantage of dpmral efficiencies.

Target Industries Overview

The Company develops and offers its software t@suprkets, convenience stores and other retaflars. result of the acquisiti
of Prescient, we have expanded our offerings ttudecsupply chain solutions focused on large martufars, distributors and suppliers in
consumer products industry. The Company also pesvigrofessional consulting services targeting impletation, assessments, pi
optimization and support functions for its applioatand related products.

Supermarkets

The supermarket industry is under increased comepressure from mass market retailers such dsMdat, Costco, Target, a
other channels including extreme value (dollaresprlimited assortment (ALDI/Savel@at), and convenience (Sheetz, 7/11) stores. Olac
strategies traditional supermarkets are implemgnisnto improve the demographic “mixdf products to match the unique needs of t
consumers who shop at individual stores. Mix is thtificult to manage for those products that aedivétred by Direct Store Delivery (DS
suppliers such as carbonated beverages, breay, deeting cards, magazines and salty snacks Chnepanys software provides newfou
visibility to the retailer as to specific item dedries, instock status with item and category productivityatdition, supermarkets are grow
sales and consumer loyalty by developing and Oistirig their own brand or private label for all kegtegories within their stores. T
proliferation of new items is creating a new setlodllenges for both retailers and suppliers ag lizétle to find space to accommodate the
private label items at the expense of the incumlmenbational brand supplier. The Compangoftware and consulting services pro
visibility tools to facilitate the decision makiqpgocess by providing a shared and trusted viewftrination that helps the parties optimize i
selection and shelf presence. Furthermore, supketsaare under pressure to increase the quantity quality of their perishak
offerings. Perishable departments, such as bakegf and seafood, dairy, and deli have histoyidaken loosely managed, but now are a f
for profitability improvement. The Comparsy5Software and consulting services and change reamagt resources are designed to addres
specific business problem, increasing the profiitstadf perishable products at the department andedevel.

-2
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Convenience Stores

For convenience stores, recent trends of contgasoline sales margins and declining tobacca $atéher increases the need
improved cost controls, focus on product mix antidselecision support. To intensify the focus loese issues, other industry segments st
value retailers and grocery stores are cutting héoconvenience store stronghold by offering gaspla product that once was almost s¢
offered by convenience store retailers. In respdosdeclining gasoline sales and profits, th&t@re industry is pushing into fresh food a
avenue of increasing sales and profitability. Otilg most progressive convenience store operatiame Automated systems to help ¢
managers, leaving the majority of the operatorbovit any technology to ease their administrative @perational burdens.

Suppliers

As stated above, supermarkets and conveniences stogancreasingly focused on product and margi) miproving sales throug
reduced out of stocks and increasing collaboratith their suppliers. Suppliers are increasingtggsured by retailers to provide consu
insights, innovative products that differentiatérbthe supplier and retailer while providing ecomoimcentives or assistance. The Company
solutions enable suppliers to work with their retartners to get alignment between their objestivoé increasing sales through expar
distribution of their product offering and the offjges of the retailer to increase sales, redugeritory carrying risk and minimizing out
stocks. Additionally, the Company is able to shtre retailer scan sales data with the suppliersgisathem in improving forecasts
production planning by leveraging the most reliabdenand signal in daily sales by store and item.

Specialty Retailers

Specialty retailers and their suppliers are facét wmany of the same replenishment and forecastirallenges as other retail
with the added complexity of managing an ever iasieg imported versus domestic manufacturing motdlee added manufacturing ¢
transportation leatime puts an increased premium on both accuratdiamady forecasting. The Company has developedita sf application
to facilitate collaborative analysis and forecagtiThe specialty retailers are faced with strongnpetition for qualified managers ¢
staff. Managers are timenstrained due to increased labor and inventomyathels, margins are increasingly tight due to hidgieor and leas
costs and customer satisfaction demands are hilghrrever before. The Company has developed & raingpplications that enable mana
in specialty retail to improve their labor schedgliefficiency and reduce their total paperwork addhinistrative workload.

Benefits of our Solutions and Services

Our Supply Chain services bring unique visibililythe consumer goods supply chain, delivering aatie information that ensu
product is on the shelf when the consumer expectSiir service increases our customsedes and profitability while enabling lower invery
levels for both retailers and their suppliers.

Key advantages of our solution include:

synchronizing retailers and suppliers so they @dnadly exchange informatiol
aligning their financial interests with payment andoicing protocols and systerr
enlisting brain power of suppliers to help retalaranage complex business
providing information to each side to identify dirdout of stocks and overstock
providing forecasting technology to improve stordess;

providing forecasting to help suppliers replenistailer warehouse

providing systems for suppliers to actually maniagentory flow to retailers; an
helping suppliers with overall demand planning lne sequencing

Ultimately, the Company’s products and servicese&dmgether to create a true partnership betweaileret and suppliers.
Solutions and Services
Solutions

The Companys primary solutions are Scan Based Trading, Scacker, Vendor Managed Inventory, Store Level Raplanent
Enterprise Supply Chain Planning Suite, Fresh Makkanager and ActionManager®Il of which are designed to aid the retailer angpdiel
with managing inventory, product mix and labor wliihproving sales through reduced out of stocksrproving visibility and forecasting.

Scan Based Trading (SBTPur SBT solution eliminates supply chain ineffraiees and helps retailers and suppliers get prot
the store shelves more quickly, efficiently andfipably. SBT is an advanced commerce practice wiieeesupplier retains ownership of
inventory until it scans at the cash register. Otigeretailer and supplier have agreed to begiSBM relationship, the first step is item i
price authorization. This process matches retaitet supplier product data to eliminate invoice idipancies at the point of sale. Our ¢
system receives the scan sales data and maintaims irepository to ensure that product movemerta ds available to all members of
trading community. Implementation creates increatsdand visibility and improved forecast accurd@yr SBT solution is offered as a hos
service, so implementation is immediate and alveaaglable.
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ScoreTracker.Our ScoreTracker solution gives retailers and seppla clear view into critical aspects of theipgly chair
operations so that they can better serve the comsufthis visibility solution provides analysis sfan sales data by store, by day an
category. Retailers and suppliers better undedstelmat is selling, the velocity at which a prodigtmoving and how profitable it is.
addition, our solution helps analyze shrink and Howuse that information to prevent out of stocksis tool is provided to retailers &
suppliers who provide additional data inputs valedb operating their business such as routestei@nd credits. The ScoreTracker solt
enables a true collaborative view to the Key Penforce Indicators (KP$) for both retailers and suppliers. The Compang heutral thir
party between the trading partners and the retaildrScoreTracker delivers a trusted view to peréorice and actionable insights with res
to improving sales and item performance and reduojperational and shrink costs.

Vendor-Managed Inventory (VMI.MI programs are gaining in popularity because diepp have come to realize that VMI off
the opportunity to better align themselves withithteading partners and add value to those relatigps. Our VMI solution provid
collaborative tools that increase supply chaincafficies, lower inventory and enhance trading gantelationships. The solution is preappe!
to the specific requirements of each trading partmethe transfer of electronic data directly iror system. This enables suppliers to an:
retailer-supplied demand information, automaticglnerate orders for each customer, set inventoligypat the retailes distribution centt
and monitor on-going inventory levels, determindcihitems need to be replenished, and how to siémtmost cosgffectively. Our VM
suite has the flexibility and functionality to seab accommodate new trading partners. Our solu@ivers real value for suppliers throl
fewer out-of-stocks, increased inventory turns, mcdeased customer satisfaction and loyalty.

Store Level Replenishment (SLRJany retailers are shifting the responsibility eplenishing product at the store shelf ontc
suppliers who bring that product into the storeoifing overstocks and understocks, particularlyhwitghly promoted products such as
cream or bread, has been a challenge for direct stelivery (DSD) suppliers. Our atemand SLR solution provides these suppliers Vi
into store level movement and activity, and geresraéplenishment orders based on point of sale 8afgpliers using this solution are abl
optimize stordevel demand forecasting and replenishment, respuiti fewer out of stocks and lost sales. Retabersefit by having product
the shelf.

Enterprise Supply Chain Planning Suite (ESCBur ESCP suite includes a solution to help usemyaa POS data and otl
demand signals to gain insight into customer dem&agpliers have visibility into historical dataseasonal events, promotions and bu
trends —to facilitate accurate forecasting. Our softwarseases how inventory will be impacted, then cateslaecommended stocking lev
considers service level goals and develops a fihesed replenishment plan. The solution bringsatehtdata into one place where users
easily manage the complex sets of data and paresnikiat impact their businesses, including seasbuogdls, desired service levels,
manufacturing constraints. ESCP considers condompates and inventory levels and automaticallguates timephase safety stocks ¢
replenishment quantities while being extremelyifdé&xand can be configured to meet the needs otampany’s supply chain processes.

The Company also offers a variety of other sohsgithat address the unique needs of its customers.

Fresh Market ManagerAddressing the inventory issues that plague taslagtailers, Fresh Market Manager is a suite ofisot
product applications designed to help manage pavishfood departments including bakery, deli, sedfoproduce, meat, home m
replacement, dairy, frozen food, and floral. Frédarket Manager helps identify true cost of goods @novides accurate and action:
profitability data on a corporate, regional, stbsestore and/or item-by-item basis. Fresh Markehstger also produces hour-hgpur forecast
production plans, perpetual inventory and placeeixed orders. Fresh Market Manager automates #jerity of the planning, forecastir
ordering and administrative functions associateti vesh merchandise or products.

ActionManager®. The second most important cost element typicalling today’s retailers is labor. ActionManages@dresse
labor needs by providing a suite of solutions tfaaecast labor demand, schedules staff resourcdspeovides store managers with
necessary tools to keep labor costs under contidéwnproving customer service, satisfaction, aatks. ActionManager applications proy
an automated method for managers to plan, schexhdeadminister many administrative tasks includiregv hire, time and attendai
paperwork. In addition to automating most admiaiste processes, ActionManager provides the lo@iager with a “dashboardiew of the
business. ActionManager also has extensive rewpdapabilities for corporate, field and stéegel management to enable improved dec
support.

ReposiTrakM . On February 14, 2012 the Company announced a psinipevith Levitt Partners, an internationally knowealth car
and food safetgonsulting firm. The Company's association witlvittePartners resulted in the formation of Globapgly Chain Systems, Ir
(“ Global Supply™),which will provide a targeted solution for improgirsupply chain visibility for food and drug safetythe solutior
ResposiTrakM , is powered by the Compaisytechnology and was developed in response toabgsage of the Food Safety and Moderniz:
Act in January of 2011. ResposiTr8k enables grocery, supermarkets, packaged goods awdumérs, food processing facilities, drug st
and drug manufacturers, as well as logistics pestrte track and trace products and componentsddugts throughout the food, drug
dietary supplement supply chains. In the event pfauct recall, the solution quickly identifiesetiBsupply chain path taken by the rece
product or product component, and allows for theaeal of affected products in a matter of minutegther than weeks. Additional
ReposiTrak reduces risk of further contaminatiothe supply chain by identifying backward chaingaurces and forward chaining recipie
of affected products in near real time. On Augys2@L2, the Company announced that Global Supplyblegun the first two implementatic
of ReposiTrak at a global grocery retailer and gomgrocery wholesaler.

-4-




Table of Content

Services

Business Analytics Park City Group’s Business Analytics Group affeusinesgonsulting services to suppliers and retailerdé
grocery, convenience store and specialty retailisinies. The Business Analytics Group mines slevel scan data to develop itespecific
recommendations to improve customer satisfactiahpaafitability.

Professional ServicesOur Professional Services Group provides consul§iervices to ensure that our solutions are sealy
integrated into our customersusiness processes as quickly and efficiently asiple. In addition to implementation of our sabut$, we hav
developed a portfolio of service offerings designeddeliver unparalleled performance throughout ltfexzycle of the customes’ solution
Specific services are tailored to each customeriagidde the following: implementation, businesdimjzation, technical services, educat
business process outsourcing and advisory servitesintent of such services is to support oumtsigbusiness operations by enabling the:
maximize the speed, effectiveness and overall vafuzur offerings. We believe the ability to creasdue for our customers is critical to
long-term success.

Technology, Development and Operations
Product Development

The products sold by the Company are subject tinl i@pd continual technological change. Productd@vea from the Company,
well as from its competitors, increasingly offema@der range of features and capabilities. The Caompaelieves that in order to comp
effectively in its selected markets, it must previcbmpatible systems incorporating new technologiempetitive prices. In order to achi
this, the Company has made a substantial committoesri-going development.

Our product development strategy is focused ontioigg@ommon technology elements that can be leeetag applications acrc
our core markets. Except for its supply chain agion, which is based on a proprietary architegttiie Companyg software architecture
based on open platforms and is modular, thereloyvall it to be phased into a custonsedperations. In order to remain competitive, we
currently designing, coding and testing a numberest products and developing expanded functionafityur current products.

Operations

We currently serve our customers from a third-pddya center hosting facility. Along with the Comps Statement on Standa
for Attestation Engagements (SSAE) No. 16 certifiza Service Organization Control (SOC2 — forme®§S 70), the thirgrarty facility is
also a SSAE No. 16 — SOC2 certified location anskisured by around-the-clock guards, biometricestng and escoxentrolled access, a
is supported by osite backup generators in the event of a poweuriilAs part of our current disaster recovery ayeaments, all of o
customers’ data is currently backed-up in neartiead. This strategy is designed to protect outamers’'data and ensure service continuit
the event of a major disaster. Even with the disastcovery arrangements, our service could beriqited.

Customers

We sell to business of all sizes. Our cuslis primarily include food related consumer goodtailers, suppliers a
manufacturers. However, the Company is opportiengstd will offer its supply chain solutions to nfood consumer goods related compa
as well. None of our retailing or supplier custesnaccounted for more than ten percent of our nexém fiscal 2012 or 2011.

Sales, Marketing and Customer Support
Sales and Marketing

Through a focused and dedicated sales effort dedigm address the requirements of each of its aoéwnd service solutions,
believe our sales force is positioned to understanmdcustomersbusinesses, trends in the marketplace, compefptiwéucts and opportuniti
for new product development. Our deep industry Kedge enables the Company to take a consultatipeaph in working with our prospe
and customers. Our sales personnel focus ongellintechnology solutions to major customers, loattmestically and internationally.

To date, our primary marketing objectives have beemcrease awareness of our technology solutigeserate sales leads
develop new customer relationships. In additidre sales effort has been directed toward developiisting customers by crossiling
Prescient solutions to legacy Park City Group ant®as well as introducing Park City solutionsdgdcy Prescient customers. To this enc
attend industry trade shows, conduct direct mamgegirograms, publish industry trade articles andtevbapers, participate in interviews i
selectively advertise in industry publications.
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Customer Support

Our global customer support group responds to battiness and technical inquiries from our customeleting to how to use ¢
products and is available to customers by telepteork email. Basic customer support during busimesss is available at no charge
customers who purchase certain Company solutiaesniEr customer support includes extended avaiifalasind additional services, such a:
assigned support representative and/or administfdtemier customer support is available for anitaddl fee. Additional support servic
include developer support and partner support.

Competition

The market for the Compasyproducts and services is very competitive. Wéebelthe principal competitive factors inch
product quality, reliability, performance, priceendor and product reputation, financial stabilfgatures and functions, ease of use, quali
support and degree of integration effort requiréith wther systems. While our competitors are oftensiderably larger companies in size
larger sales forces and marketing budgets, weJgelieat our deep industry knowledge and the breadthdepth of our offerings give u
competitive advantage. Our ability to continuaityprove our products, processes and services, hssveur ability to develop new produt
enables the Company to meet evolving customer mempeints. We compete with large enterprisde software vendors, developers
integrators, B2B exchanges, consulting firms, fecusolution providers, and business intelligenahnelogy platforms. Our supply ch
solution competitors include supply chain vendongjor enterprise resource planning (ERP) softwamders, midnarket ERP vendors a
niche players for VMI and SLR.

Patents and Proprietary Rights

The Company relies on a combination of trademadpyrght, trade secret and patent laws in the Wni&tates and oth
jurisdictions as well as confidentiality procedusssl contractual provisions to protect our proprigtechnology and our name. We also ¢
into confidentiality agreements with our employeamsultants and other third parties and controéss to software, documentation and ¢
proprietary information.

The Company has been awarded nine U.S. patentst 6i§. registered trademarks and has 37 U.S. ogysgrrelating to it
software technology and solutions. The Comparméatent portfolio has been transferred to an ateélthird party, although the Comp
retains the right to use the licensed patents mimeoction with its business. However, Company polictp continue to seek patent protectior
all developments, inventions and improvements #@hatpatentable and have potential value to the @agnpnd to protect its trade secrets
other confidential and proprietary information. eTRompany intends to vigorously defend its inteéllat property rights to the extent
resources permit

The Company is not aware of any patent infringenodgiins against it; however, there are no assugatiw litigation to enforc
patents issued to the Company to protect propyiétdormation, or to defend against the Comparglleged infringement of the rights of ott
will not occur. Should any such litigation occtlie Company may incur significant litigation costgmpany resources may be diverted 1
other planned activities, and while the outcomeawy litigation is inherently uncertain, any litigat result may cause a materially adv
effect on the Company’s operations and financiadion. Any intellectual property claims, with @aithout merit, could be timeensumin
and expensive to resolve, could divert managemgantaon from executing our business plan and coatylire us to alter our technolo
change our business methods and/or pay monetargggmor enter into licensing agreements.

Employees

As of September 21, 2012, the Company has 48 emesyyncluding 11 software developers and prograsni@ sales, marketi
and account management employees, 14 softwarecseavid support employees, 4 network operationsames and 7 accounting ¢
administrative employees. During 2012, the Compemtracted with five programmers atwlo business analysts in India. The Comj
plans to continue expanding its offshore workfar@eaugment its analytics services offerings, expigmgrofessional services and to pro
additional programming resources. The employeesat represented by any labor union.

Reports to Security Holders

The Company is subject to the informational requigats of the Securities Exchange Act of 1934. Adicgly, it files annua
quarterly and other reports and information witk ®ecurities and Exchange Commission. You may asadcopy these reports and o
information at the Securities and Exchange Commmissipublic reference rooms in Washington, D.C. @hétago, lllinois. The Comparg’
filings are also available to the public from comuai@ document retrieval services and the websintained by the Securities and Exche
Commission at www.sec.gov.

Government Regulation and Approval

Like all businesses, the Company is subject toarous federal, state and local laws and regulgtimcluding regulations relating
patent, copyright, and trademark law matters.
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Cost of Compliance with Environmental Laws

The Company currently has no costs associatedasitiipliance with environmental regulations, and duegtsanticipate any futu
costs associated with environmental compliance;dvew there can be no assurance that it will rmatrisuch costs in the future.

ITEM 1A. RISK FACTORS

An investment in our common stock is subject toymisks. You should carefully consider the risksatibed below, together w
all of the other information included in this AndlReport on Form 10K, including the financial statements and the rethhotes, before y
decide whether to invest in our common stock. Qusiness, operating results and financial condittmuld be harmed by any of the follow
risks. The trading price of our common stock calédline due to any of these risks, and you casd hll or part of your investment.

Risks Related to the Company

The Company has incurred substantial indebtednessl dhere can be no assurance that the Company Wwél able to pay suc
indebtedness when it comes due.

The Companys total assets were approximately $11,936,230ra 30, 2012 and total liabilities were approximat®$,626,109
June 30, 2012, of which $1,510,275 representedsnuagable. In addition, in July 2010, approximately $4.1 naitli of indebtedness w
converted into Series B Convertible Preferred S{éckeries B Preferret). The Series B Preferred are entitled to receive dagtiends out ¢
funds legally available at a rate of 12%, whicteraicreases to 15% beginning three years afteddle of issuance, and 18% beginning
years after the date of issuance. No assurancelSecgiven that the Company will be able to satisfyobligations when the same become
and payable, or that the Company will be able tptha cash dividends on the Series B Preferred.

The Company has incurred losses in the past andréhean be no assurance that the Company will acl@egrofitability in the
future.

The Companys marketing strategy emphasizes sales to cliemsir@d as a result of the Prescient Merger, salesuloscriptiol
based services instead of annual licenses, andacting with suppliers ($pokes’) to connect to existing retail clients recently aoeg by the
Company (*hubs”) in connection with management’s recent emphasibuilding the base of hubs for which to “connesiippliers, therel
accelerating future growth. If this marketing stt fails, revenue and operations will be negafiadlected.

For the fiscal year ended June 30, 2012, the Coypad a net loss of $858,667 compared to a netdb$205,463, for the fisc
year ended June 30, 2011. There can be no assutaidbe Company will return to profitability, ogliably or consistently operate profita
during future fiscal years. If the Company doesopsrate profitably in the future the Compangurrent cash resources will be used to fun
Company’s operating losses. If this were to camgjnin order to continue the Compasyoperations, the Company would need to
additional capital. Continued losses would havadwverse effect on the long-term value of the Camifsacommon stock and any investn
in the Company. The Company cannot give any ansarenat the Company will ever generate significasénue or have sustainable profits.

The Company'’s liquidity and capital requirements livbe difficult to predict, which may adversely &ift the Company caslt
position in the future.

Historically, the Company has been successful ising capital when necessary, including stock iesea, securing loans from
officers and directors— including its Chief ExewgetiOfficer and majority stockholderr order to pay its indebtedness and fund its djmrsir
addition to proceeds collected from sales; howethere can be no assurances that it will be abitso in the future. The Company anticip
that it will have adequate cash resources to ftm@perations and satisfy its debt obligationsdbteast the next 12 months. Thereafte
liquidity and capital requirements will depend upammerous other factors, including the following:

° the extent to which management can successfullgutadts strategy of contracting with suppliersofegs) to connect to existi
retail clients recently acquired by the Companybé)t

° the progress and scope of product evaluati

° the ability of the Company to generate sufficieastt flow from operations to satisfy its debt obiigias, or otherwise refinance
restructure such indebtedne

° the extent of the Compa’s ongoing research and development programs
° the costs of developing marketing and distributtapabilities.
If in the future, the Company is required to sediitional financing in order to fund its operatiomstire its indebtedness, ¢
otherwise carry out its business plan, there candbassurance that such financing will be availabl@cceptable terms, or at all, and there

be no assurance that any such arrangement, ifreebjoir otherwise sought, would be available on sede@emed to be commercially accept
and in the Company’s best interests.
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Quarterly and Annual operating results may fluctuatwhich makes it difficult to predict future perfmance.

Management expects a significant portion of the famy’s revenue stream to come from the sale of subsmritand to a less
extent, license sales, maintenance and servicageathdo new customers. These amounts will fluetus#cause predicting future sale
difficult and involves speculation. In additiorhet Company may potentially experience significdattiations in future operating resi
caused by a variety of factors, many of which areside of its control, including:

° our ability to retain and increase sales to @gstustomers, attract new customers and satisfgwstomers' requirements;

° the renewal rates for our service;

° the amount and timing of operating costs andtabpkpenditures related to the operations andresipa of our business;

° changes in our pricing policies whether initiabgdus or as a result of competition;

° the cost, timing and management effort for thentuction of new features to our service;

° the rate of expansion and productivity of our sébese;

° new product and service introductions by our cetitgrs;

° variations in the revenue mix of editions or v@ms of our service;

° technical difficulties or interruptions in ourrsie;

° general economic conditions that may adverselycaffdther our customers' ability or willingness parchase addition
subscriptions or upgrade their service, or delayogpective customers' purchasing decision, oraedhe value of new subscript
contracts or affect renewal rates;

° timing of additional investments in our enterpridoud computing application and platform serviaed in our consulting service;

° regulatory compliance costs;

° the timing of customer payments and payment disfay customers;

° extraordinary expenses such as litigation orradfepute-related settlement payments;

° the impact of new accounting pronouncements; and

. the timing of stock awards to employees and thetedifinancial statement impa
Because of the foregoing factors, future operategults may fluctuate. As a result of such flutitues, it is difficult to predic

operating results. Period-period comparisons of operating results are no¢searily meaningful and should not be relied upparaindicatc
of future performance. In addition, a relativedyde portion of the Company’s expenses will bedikethe shorterm, particularly with respe
to facilities and personnel. Therefore, futureragiag results will be particularly sensitive tadtuations in revenue because of these and

short-term fixed costs.

The Company will need to effectively manage its\gtb in order to achieve and sustain profitabilityThe Companys failure tc
manage growth effectively could reduce its saleswth and result in continued net losses.

To achieve continual and consistent profitable afi@ns on a fiscal year agsing basis, the Company must have significant ¢
in its revenue from its products and services, ifipalty subscriptionbased services. If the Company is able to achégymificant growth ii
future subscription sales and expands the scofie operations, the Comparsyinanagement, financial condition, operational baipias, ant
procedures and controls could be strained. Thepaosncannot be certain that its existing or anyitamwhl capabilities, procedures, syste
or controls will be adequate to support the Compargperations. The Company may not be able to desmplement or improve i
capabilities, procedures, systems or controls timaly and cost-effective manner. Failure to inmpéat, improve and expand the Company’
capabilities, procedures, systems or controls ieficient and timely manner could reduce the Comypmsales growth and result in a reduc
of profitability or increase of net losses.
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The Companys officers and directors have significant controlver it, which may lead to conflicts with other stdwlders ove
corporate governance.

The Company’s officers and directors, including fBkief Executive Officer, control approximately 3% of the Compang’
common stock. The Company’s Chief Executive Offidgandall K. Fields, individually, controls 43.466 the Companys common stoc
Consequently, Mr. Fields individually, and the Canp's officers and directors, as stockholders actirgetfer, are able to significar
influence all matters requiring approval by the @amy’s stockholders, including the election of directansl significant corporate transactic
such as mergers or other business combinatioraittogs.

The Company’s corporate charter contains authorizeghissued “blank check”preferred stock issuable without stockhol
approval with the effect of diluting then currenteckholder interests.

The Company'’s certificate of incorporation currgrdauthorizes the issuance of up to 30,000,000 shafréblank check’preferres
stock with designations, rights, and preferencesag be determined from time to time by the CompsBoard of Directors. In June 20
the Company completed the sale of 584,000 shardés &eries A Convertible Preferred StockSg€ries A Preferred). This, together wit
subsequent issuance of paid in kind dividends %8,671 shares issued and outstanding as of Juyn2032. In July 2010, the Comp:
issued 411,927 shares of its Series B Preferrezbmsideration for the conversion of certain promgsnotes totaling approximately $
million. The Companys board of directors is empowered, without stocteobpproval, to issue one or more additional sexfgreferred stoc
with dividend, liquidation, conversion, voting, other rights that could dilute the interest of,impair the voting power of, the Company’
common stockholders. The issuance of an additiserads of preferred stock could be used as a methdiscouraging, delaying or prevent
a change in control.

Because the Company has never paid dividends oncdmmon stock, investors should exercise cautiorfobe making ar
investment in the Company.

The Company has never paid dividends on its comstmek and does not anticipate the declaration pfdaridends pertaining to i
common stock in the foreseeable future. The Compargnds to retain earnings, if any, to finance tleelopment and expansion of
Company’s business. The Companpoard of directors will determine future dividgmalicy at their sole discretion and future dividsrwill
be contingent upon future earnings, if any, obligat of the stock issued, the Companfihancial condition, capital requirements, gef
business conditions and other factors. Futureddivils may also be affected by covenants contamddan or other financing documel
which may be executed by the Company in the futliteerefore, there can be no assurance that diggdenll ever be paid on its comm
stock.

The Company’s business is dependent upon the cardih services of the Comparsyfounder and Chief Executive Office
Randall K. Fields; should the Company lose the sees of Mr. Fields, the Compar's operations will be negatively impacted.

The Companyg business is dependent upon the expertise afuteder and Chief Executive Officer, Randall K. Bgl Mr. Fields i
essential to the Company’s operations. Accordingfyinvestor must rely on Mr. Fieldsianagement decisions that will continue to corttre
Company'’s business affairs. The Company curremtiyntains key man insurance on Mr. Fieltif€ in the amount of $5,000,000; howe)
that coverage would be inadequate to compensatthéoloss of his services. The loss of the servifelglr. Fields would have a materie
adverse effect upon the Company’s business.

If the Company is unable to attract and retain quiéd personnel, the Company may be unable to depeketain or expand th
staff necessary to support its operational businesgds

The Companys current and future success depends on its alditidentify, attract, hire, train, retain and nvetie variou
employees, including skilled software developméathnical, managerial, sales, marketing and cust@aevice personnel. Competition
such employees is intense and the Company maydi#euto attract or retain such professionals.df@mpany fails to attract and retain tt
professionals, the Company’s revenue and expapéms may be negatively impacted.

The Company’s officers and directors have limiteghbility and indemnification rights under the Compg’s organizations
documents, which may impact its results.

The Company’s officers and directors are requieéxercise good faith and high integrity in the agament of the Comparsy’
affairs. The Compangy’ certificate of incorporation and bylaws, howevegvide, that the officers and directors shalléhao liability to th
stockholders for losses sustained or liabilitiesumed which arise from any transaction in thespexctive managerial capacities unless
violated their duty of loyalty, did not act in goéaith, engaged in intentional misconduct or knaylyrviolated the law, approved an impro
dividend or stock repurchase or derived an imprdyesefit from the transaction. As a result, an stemay have a more limited right to ac
than he would have had if such a provision werepnesent. The Comparsytertificate of incorporation and bylaws also iiegjit to indemnify
the Companys officers and directors against any losses oiililigls they may incur as a result of the mannemihich they operate tl
Company’s business or conduct the Compaimyternal affairs, provided that the officers atigctors reasonably believe such actions to t
or not opposed to, the Compasybest interests, and their conduct does not d¢otestjross negligence, misconduct or breach ofciaty
obligations.
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Business Operations Risks
If the Company’s marketing strategy fails, its rewge and operations will be negatively affected.

The Company plans to concentrate its future safest® towards marketing the Compasyapplications and services, .
specifically to contract with suppliers §pokes’) to connect to our existing retail customersh(ibs”) previously signed up by the Compe
These applications and services are designed tughdy flexible so that they can work in multipletail and supplier environments sucl
grocery stores, convenience stores, specialtyl i@atdi routebased delivery environments. There is no assurdratehe public will accept tl
Company’s applications and services in proportthe Company increased marketing of this product line, or thatCompany will be ak
to successfully leverage its hubs to increase mewdny connecting suppliers. The Company may fageifieant competition that m:
negatively affect demand for its applications aedviges, including the public’s preference for t@empany’s competitorshew produc
releases or updates over the Company’s releasgzdates. If the Compars/applications and services marketing strategiéstlie Compan
will need to refocus its marketing strategy towattler product offerings, which could lead to ina®@ development and marketing cc
delayed revenue streams, and otherwise negatiffelst the Company’s operations.

Because the Company’s emphasis is on the sale tfsstiption based services rather than annual licenfees, the Company’
revenue may be negatively affected.

Historically, the Company offered applications aethted maintenance contracts to new customera fore-time, nomecurring uj
front license fee and provided an option for anlyuaénewing their maintenance agreements. The @omps now principally offerin
prospective customers monthly subscription basmhsiing of its products. The Compasngustomers may now choose to acquire a licer
use the software on an Application Solution Prowvidasis (also referred to as ASP) resulting in rigntharges for use of the Compasy’
software products and maintenance fees. The Coyigpaonversion from a strategy of one-time, megurring licensing based model t
monthly recurring fees based approach is subjeittetdollowing risks:

° the Compan’s customers may prefer -time fees rather than monthly fees; :

° there may be a threshold level (number of locajiatswhich the monthly based fee structure may b@teconomical to ti
customer, and a request to convert from monthlg feen annual fee could occ

The Company faces threats from competing and emeggiechnologies that may affect its profitability
Markets for the Company’s type of software prodactd that of its competitors are characterized by:
° development of new software, software solutionerdrancements that are subject to constant ch
° rapidly evolving technological change; 8
° unanticipated changes in customer ne

Because these markets are subject to such rapigyehthe life cycle of the Compamsyproducts is difficult to predict. As a res
the Company is subject to the following risks:

° whether or how the Company will respond to ted¢bgical changes in a timely or cost-effective manne

° whether the products or technologies developethbyCompany’s competitors will render the Compargroducts and servic
obsolete or shorten the life cycle of the Com|'s products and services; a

° whether the Compar's products and services will achieve market acoept

Interruptions or delays in service from our thirgarty data center hosting facility could impair theelivery of our service ar
harm our business.

We currently serve our customers from a ttpatty data center hosting facility located in theited States. Any damage to,
failure of, our systems generally could resultriteiruptions in our service. As we continue to adgacity, we may move or transfer our
and our customers' data. Despite precautions tdkeng this process, any unsuccessful data tresmisfiery impair the delivery of our servi
Further, any damage to, or failure of, our systgeserally could result in interruptions in our seev Interruptions in our service may red
our revenue, cause us to issue credits or pay fEs)atause customers to terminate their subsoniptand adversely affect our renewal t
and our ability to attract new customers. Our bessnwill also be harmed if our customers and piatentistomers believe our service
unreliable.

As part of our current disaster recovery arrargres) our production environment and all of outeorers' data is currently replica
in near reakime in a separate facility physically located imnliferent geographic region of the United Stateempanies and products ad
through acquisition may be temporarily served tgtoan alternate facility. We do not control the rgpien of these facilities, and they
vulnerable to damage or interruption from earth@salloods, fires, power loss, telecommunicatiailsifes and similar events. They may .
be subject to breaks, sabotage, intentional acts of vandalism amdilai misconduct. Despite precautions taken atehfegilities, th
occurrence of a natural disaster or an act of tisrg a decision to close the facilities withouegdate notice or other unanticipated probler



these facilities could result in lengthy interrgpis in our service. Even with the disaster recoargngements, our service coulc
interrupted.
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If our security measures are breached and unauthzmdl access is obtained to a customer's data, ounda our information
technology systems, our service may be perceivedoaseing secure, customers may curtail or stopngsour service and we may inc
significant legal and financial exposure and lialities.

Our service involves the storage and transmissi@ustomers' proprietary information, and secubitgaches could expose us to a
of loss of this information, litigation and posstlability. These security measures may be brahelsea result of thirgarty action, includin
intentional misconduct by computer hackers, empagreor, malfeasance or otherwise during trandfdata to additional data centers or at
time, and result in someone obtaining unauthoriaeckss to our customers' data or our data, in@udur intellectual property and otl
confidential business information, or our inforneatitechnology systems. Additionally, third partiemy attempt to fraudulently indu
employees or customers into disclosing sensitif@mnation such as user names, passwords or otfegmation in order to gain access to
customers' data or our data, including our intéliakc property and other confidential business imfation, or our information technolo
systems. Because the techniques used to obtaithamaed access, or to sabotage systems, changeefrdy and generally are not recogn
until launched against a target, we may be unabhkmnticipate these techniques or to implement aateqoreventative measures. Any sec
breach could result in a loss of confidence ingbeurity of our service, damage our reputatiomugisour business, lead to legal liability
negatively impact our future sales.

We cannot accurately predict subscription renewalupgrade rates and the impact these rates may haweur future revenue an
operating results.

Our customers have no obligation to renew theisestptions for our service after the expiratiorthadir initial subscription period. O
renewal rates may decline or fluctuate as a redwatnumber of factors, including customer dis$adion with our service, customers' ability
continue their operations and spending levels,deidriorating general economic conditions. If oustomers do not renew their subscript
for our service or reduce the level of servicehattime of renewal, our revenue will decline and lmusiness will suffer.

Our future success also depends in part on outyatalsell additional features and services, ngrescriptions or enhanced edition
our service to our current customers. This may aéspuire increasingly sophisticated and costly safforts that are targeted at se
management. Similarly, the rate at which our custenpurchase new or enhanced services dependsiumizer of factors, including gene
economic conditions. If our efforts to upsell ta customers are not successful, our business nfégr.su

Weakened global economic conditions may adverséflgca our industry, business and results of opemts.

Our overall performance depends in part on worlégwedonomic conditions. The United States and dtagrinternational economi
have experienced in the past a downturn in whiamemic activity was impacted by falling demand #owariety of goods and servic
restricted credit, poor liquidity, reduced corperarofitability, volatility in credit, equity andofeign exchange markets, bankruptcies
overall uncertainty with respect to the economyedéhconditions affect the rate of information tedbgy spending and could adversely ai
our customers' ability or willingness to purchase enterprise cloud computing services, delay prospe customers' purchasing decisi
reduce the value or duration of their subscriptiontracts or affect renewal rates, all of whichldadversely affect our operating results.

If the Company is unable to adapt to constantly ctging markets and to continue to develop new prottuand technologies
meet the customers’ needs, the Company’s revenue @ofitability will be negatively affected.

The Companys future revenue is dependent upon the successluiraely development and licensing of new and enbd versior
of its products and potential product offeringstatiie to the customes’needs. If the Company fails to successfully aggrexisting produc
and develop new products, and those new produat®tachieve market acceptance, the Company’s veverll be negatively impacted.

The Company faces risks associated with the losmafntenance and other revenue.

The Company has historically experienced the Iddsrm-term maintenance customers as a result of thebilgyaof some of it
products. Some customers may not see the valueniincing to pay for maintenance that they do reschor use, and in some cases, custc
have decided to replace the Compangpplications or maintain the system on their owhe Company continues to focus on tl
maintenance clients by providing new functionalitygd enhancements to meet their business needsCdimpany also may lose sa
maintenance revenue due to consolidation of inghssttmacroeconomic conditions or customer operatialifficulties that lead to the
reduction of size. In addition, future revenuel wé negatively impacted if the Company fails tol ag¢w maintenance customers that will n
additional purchases of the Company'’s productssandces.

-11-
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The Company faces risks associated with new prodorbductions.

The Company receives and analyzes market and prathta. Based on this data, the Company may enddavdevelop ar
commercialize new product offerings. The followitigks apply to potential new product offerings:

° it may be difficult for the Company to predict tamount of service and technological resourceswiibbe needed by customers
the new offerings, and if the Company underestim#tie necessary resources, the quality of its @will be negatively impact
thereby undermining the value of the product todisgtomer

° the Company lacks the experience with these newuyats and the market acceptance to accuratelygbriéd will be a profitable
product.

° technological issues between the Company and te®mer may be experienced in capturing data, aesktitechnological isst
may result in unforeseen conflicts or technologgztbacks when implementing the software. This reault in material delays a
even result in a termination of the engagement thighcustomel

° the customes experience with the new offerings, if negativeaynprevent the Company from having an opportunitysel
additional products and services to that custo

° if the customer does not use the product as thep@oynrecommends and fails to implement any needegdative action(s), it
unlikely that the customer will experience the bess benefits from the software and may thereferddsitant to continue t
engagement as well as acquire any additional softywabducts from the Compar

° delays in proceeding with the implementation @f tiew products by a new customer will negativefgcifthe Companyg cash flov
and its ability to predict cash flo\

The Company faces risks associated with proprietargtection of the Company’s software.

The Company’s success depends on the Compaatyility to develop and protect existing and newppietary technology ai
intellectual property rights. The Company seeksptotect its software, documentation and other temitmaterials primarily through
combination of patents, trademarks, and copyrighis| trade secret laws, confidentiality procedwed contractual provisions. While
Company has attempted to safeguard and maintairCtmpanys proprietary rights, there are no assurances ttr@tCompany will b
successful in doing so. The Companyompetitors may independently develop or patechrtologies that are substantially equivalel
superior to the Company’s.

Despite the Company’s efforts to protect its prefaniy rights, unauthorized parties may attemptojpycaspects of the Company’
products or obtain and use information that the Gamy regards as proprietary. In some types oétitns, the Company may rely in pari
‘shrink wrap’ or ‘point and clicklicenses that are not signed by the end user aedefore, may be unenforceable under the laws mbéio
jurisdictions. Policing unauthorized use of ther@any's products is difficult. While the Company is uleatp determine the extent to wh
piracy of the Companyg’ software exists, software piracy can be expetctdxd a persistent problem, particularly in foregguntries where ti
laws may not protect proprietary rights as fullythe United States. The Company can offer no asser that the Compargy/means
protecting its proprietary rights will be adequatethat the Compang’competitors will not reverse engineer or indegertlg develop simile
technology.

The Company may discover software errors in its guots that may result in a loss of revenue, injuiy the Companys reputatior
or subject us to substantial liability.

Non-conformities or bugs (érrors ") may be found from time to time in the Compamgxisting, new or enhanced products .
commencement of commercial shipments, resultinfpss of revenue or injury to the Compasyeputation. In the past, the Company
discovered errors in its products and as a relsatt,experienced delays in the shipment of produgtsors in the Compang’products may |
caused by defects in third-party software incorfEmanto the Companyg’ products. If so, the Company may not be abliixtthese defec
without the cooperation of these software provide&mce these defects may not be as significatiteasoftware provider as they are to us
Company may not receive the rapid cooperation ey be required. The Company may not have theracmil right to access the sot
code of thirdparty software, and even if the Company does hawess to the code, the Company may not be able toe defect. In additio
our customers may use our service in unanticipatagk that may cause a disruption in service foepotustomers attempting to access
data. Since the Company’s customers use the Cortppangducts for critical business applications, amprs, defects or other performa
problems could hurt the Company'’s reputation angt reault in damage to the Company’s customeusiness. If that occurs, customers c
elect not to renew, delay or withhold payment tpws could lose future sales or customers may makeanty or other claims against
which could result in an increase in our provisiondoubtful accounts, an increase in collectiooley for accounts receivable or the exp
and risk of litigation. These potential scenargs;cessful or otherwise, would likely be time canswg and costly.
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Some competitors are larger and have greater finmh@nd operational resources that may give themavantage in the marke

Many of the Companyg competitors are larger and have greater finamcidl operational resources. This may allow theroffex
better pricing terms to customers in the indusivitjich could result in a loss of potential or cutrenstomers or could force us to lo
prices. Any of these actions could have a sigaificeffect on revenue. In addition, the compeditoray have the ability to devote m
financial and operational resources to the devetgmf new technologies that provide improved ofiegafunctionality and features to th
product and service offerings. If successful, rtideivelopment efforts could render the Comparproduct and service offerings less desi
to customers, again resulting in the loss of custsnor a reduction in the price the Company canashenfior the Company’s offerings.

Risks Relating to the Company’s Common Stock

The Company’s common stock may be subject to therfipy stock” rules of the SEC and the trading markiet the Companys
securities is limited, which makes transactions fhe Compan’s stock cumbersome and may reduce the value of rrestment in th
Company.

The Securities and Exchange Commissio€¢mmissiorf) has adopted Rule 15@-under the Securities Exchange Act of 193
amended (“Exchange Act), which establishes the definition of a “pennpak,” for the purposes relevant to the Company, as anity
security that has a market price of less than $peédGshare or an exercise price of less than §30&hare, subject to certain exceptions.
any transaction involving a penny stock, unlessmtethe rules require:

e that a broker or dealer approve a person’s at¢doutransactions in penny stocks; and

e the broker or dealer receives from the investorrittem agreement to the transaction, setting féinth identity and quantity of t
penny stock to be purchast

In order to approve a person’s account for tramsastn penny stocks, the broker or dealer must:
e  obtain financial information and investment expecie objectives of the person; a

e make a reasonable determination that the transaciiv penny stocks are suitable for that person taedperson has sufficie
knowledge and experience in financial matters todgable of valuating the risks of transactiongenny stocks

The broker or dealer must also deliver, prior tg ransaction in a penny stock, a disclosure sdeegitescribed by the Commiss
relating to the penny stock market, which, in higihd form:

° Sets forth the basis on which the broker or deakde the suitability determination; and
e  That the broker or dealer received a signed, writigreement from the investor prior to the trarisac

Generally, brokers may be less willing to execué@mgactions in securities subject to the “pennglstoules. This may make it mc
difficult for investors to dispose of the Compang@mmon stock and cause a decline in the markeewaflthe Company’s stock.

Disclosure also has to be made about the risksvesting in penny stocks in both public offeringsl @ secondary trading and ak
the commissions payable to both the brottealer and the registered representative, curneotiations for the securities, and the rights
remedies available to an investor in cases of fiaygenny stock transactions. Finally, monthlytestaents have to be sent disclosing re
price information for the penny stock held in tlee@unt and information on the limited market in pgstocks.

The limited public market for the Company’s secuei$ may adversely affect an investsrability to liquidate an investment in tl
Company.

Although the Compang’ common stock is currently quoted on the NYSE Acagr Stock Exchange, there is limited trac
activity. The Company can give no assurance thaaaive market will develop, or if developed, tliatvill be sustained. If an inves
acquires shares of the Company’s common stocknttestor may not be able to liquidate the Compausfiares should there be a need or ¢
to do so.
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Future issuances of the Company’s shares may leaduture dilution in the value of the Compang’common stock, will lead tc
reduction in shareholder voting power and may preve change in Company control.

The shares may be substantially diluted due tdathe@wing:

° issuance of common stock in connection with fundiggeements with third parties and future issuante®mmon and preferr
stock by the Board of Directors; and

° the Board of Directors has the power to issue adtdit shares of common stock and preferred stodktla@ right to determine t
voting, dividend, conversion, liquidation, prefeces and other conditions of the shares withoutetttdder approva

Stock issuances may result in reduction of the badike or market price of outstanding shares ofroom stock. If the Compa
issues any additional shares of common or prefesttk, proportionate ownership of common stock amding power will b
reduced. Further, any new issuance of commonedeped stock may prevent a change in control aragament.

ITEM 2. PROPERTIES

The Companys principal place of business operations is locaied8160 Pinebrook Road, Park City, Utah 84098. Thenpan
leases approximately 10,000 square feet at thigocate office location, consisting primarily of ic# space, conference rooms and stc
areas. The telephone number is (435) 645-200@. witbsite address is http://www.parkcitygroup.com

ITEM 3. LEGAL PROCEEDINGS

We are, from time to time, involved in various legeoceedings incidental to the conduct of our bhess. Historically, the outcol
of all such legal proceedings has not, in the agagee had a material adverse effect on our busifiessicial condition, results of operation:
liquidity. There are no pending or threatened ll@gaceedings at this time.
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PART Il
ITEM5. MARKET FOR COMMON EQUITY, RELATED STOCKHOLDER MATTE RS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Share Price History

Our common stock is traded on the NYSE Americarcistexchange under the trading symbol “PCYGlie following table se
forth the high and low closing sales prices of oammon stock for the periods indicated. The piifermation contained in the table v
obtained from Internet sources considered reliablete that such over-the-counter market quotatrefiect interdealer prices, without ret
mark-up, markdown or commission and the quotatioag not necessarily represent actual transactiotieei common stock.

Quarterly Common Stock Price Rang

2012 2011
Fiscal Quarter Ended High Low High Low
September 3 $ 42C $ 41C $ 475 $ 3.5(
December 3(1) $ 3.0¢ $ 3.0 3 54t 3 4.4t
March 300 $ 3.1C $ 3.08 % 57¢ % 5.3t
June 2¢G) $ 397 % 392 % 55¢ §$ 4.0:

(1) The markets were not open for trading on the lagtaf the Company’s second quarter- Saturday, Dbeeidil, 2011.
@ The markets were not open for trading on the lagtaf the Company’s third quarter- Saturday, Math2012.
(® The markets were not open for trading on the lagtaf the Company’s fourth quarter- Saturday, BHe2012.

Dividend Policy

To date, the Company has not paid dividends oooitsmon stock. Our present policy is to retain fataarnings (if any) for use
our operations and the expansion of our business.

The Series A Preferred issued in June 2007 isleshtid receive, out of funds legally available #fere, dividends at a rate of £
Prior to June 1, 2010, preferred dividends payabl¢he Series A Preferred were paid in additiohaless of Series A Preferred. After Jun
2010, the holders of the Series A Preferred magt étehave future dividends paid in cash in thenétbat during any sixty (60) trading ¢
period commencing on or after June 1, 2010 theageeclosing price of the Compasy¢ommon stock shall be less than or equal to dnies
A Preferred conversion price.

The Dividend Rate with respect the SerieBraferred increases to 10% per annum in the ehenaterage closing price of
Company’s common stock during the last thirty (8&}ling days of any calendar quarter is less tt8a@0bper share (aDividend Adjustme
"). A holder of Series A Preferred has notified the @any that a Dividend Adjustment is required assalteof the average closing price of
Company’s common stock for the thintigy period ended March 31, 2012. Management disagiith the method of calculation used by
holder and believes that the Compangalculation determining that a Dividend Adjustmtnisnnot required is reasonable, and that an utd
determination that an alternative method shoulérmeloyed is doubtful. The prferma effect of a Dividend Adjustment is set fouthder th
caption “Preferred Dividends” on page 21 of thismdal Report on Form 10-K.

The Series B Preferred issued in July 2010 isledttio receive, out of funds legally available &fere, dividends at a rate
12%. Three years following the date of issuanbadends payable on the Series B Preferred areaiditke rate of 15% per annum and 18%
annum beginning five years from the date of issaarigividends are payable quarterly in cash.

Holders of Record

At September 21, 2012 there were 652 holders obrdemf our common stock, and 12,239,257 shares vigsaed an
outstanding. The number of holders of record amates issued and outstanding was calculated byerefe to the books and records of
Company’s transfer agent.

Issuance of Securities

We issued shares of our common and preferred stockregistered transactions during fiscal year2204ll of the shares
common and preferred stock issued in negistered transactions were issued in relianc8emtion 3(a)(9) and/or Section 4(2) of the Seas
Act of 1933, as amended (th&écurities Act), and were reported in our Quarterly Reports omf-10Q and in our Current Reports on F¢
8-K filed with the Commission during the fiscal yeended June 30, 201provided, howeverduring the year ended June 30, 2012
Company issued (i) 74,470 shares of common stockréztors in lieu of board compensation othervgagable to such directors; (ii) 18,¢
shares of common stock to Randall Fields, the CaryigaChief Executive Officer, and Fields Managementconsideration for certe
amounts otherwise payable to Mr. Fields or Fieldmbfjement, as the case may be; and (iii) 33,638sloh Series A Convertible Preferre
certain holders of such securities in lieu of dands otherwise payable on the Series A Prefededshares of common or preferred stock \
issued subsequent to June 30, 2012, that haveepatgreviously reported.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial dstt@uld be read in conjunction with our audited @sd consolidated financ
statements and related notes thereto and with Memexts Discussion and Analysis of Financial Conditionl &esults of Operation, whi
are included elsewhere in this Form K0The selected condensed consolidated statemespierhitions data for fiscal 2012 and 2011, an
selected condensed consolidated balance sheetaslafalune 30, 2012 and 2011 are derived fromaamdualified by reference to, the aud
condensed consolidated financial statements indlidéhis Form 10-K.

Fiscal Year Ended

June 30,
Consolidated Statement of Operations Dat 2012 2011
Revenue
Subscriptior $ 6,994,48 $ 6,548,57:
Other Revenues 3,104,06: 4,203,55
Total Revenut $ 10,098,54 $ 10,752,13
(Loss) income from Operatiol $ (972,710 $ 141,24
Net (loss) incom $ (858,66) $ (205,46

June 30
Consolidated Balance Sheet Dat 2012 2011
Cash and Cash Equivalel $ 1,106,177 $  2,618,22
Working Capital (2,345,97) (2,395,50)
Total Asset: 11,936,23 13,976,15
Total Liabilities 6,626,10' 8,652,21.
Deferred Revenu 2,081,45 1,663,23;
Total Debt (current and lorterm) 2,710,27! 4,886,54
Capital Leases (current and l¢-term) 41,20: 148,74¢
Stockholders' Equity (defici 5,310,12. 5,323,93

ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following Managememt'Discussion and Analysis is intended to assisteéhder in understanding our results of operatiams
financial condition. Manageme's Discussion and Analysis is provided as a suppi¢tog and should be read in conjunction with, auditec
consolidated financial statements beginning on padeof this Annual Report. This Form KOincludes certain statements that may be de
to be “forward-looking statementsiithin the meaning of Section 27A of the Securities All statements, other than statements dbhczal
fact, included in this Form -K that address activities, events or developmdraswe expect, project, believe, or anticipate willmay occu
in the future, including matters having to do wékpected and future revenue, our ability to fund operations and repay debt, busin
strategies, expansion and growth of operations atier such matters, are forwatdeking statements. These statements are basedrtair
assumptions and analyses made by our managemkghtmf its experience and its perception of histal trends, current conditions, expec
future developments, and other factors it belieses appropriate in the circumstances. These statgsnare subject to a number
assumptions, risks and uncertainties, includingegeheconomic and business conditions, the busiappsrtunities (or lack thereof) that rr
be presented to and pursued by us, our performanocaur current contracts and our success in obtagjmew contracts, our ability to attre
and retain qualified employees, and other factamgny of which are beyond our control. You are icangtd that these forwarkboking
statements are not guarantees of future performanckthose actual results or developments mayrdifégerially from those projected in st
statements.

Overview

Park City Group, Inc. (theCompany’) is a Software-as-a-Service $aaS’) provider that brings unique visibility to the consei
goods supply chain, delivering actionable informatihat ensures product is on the shelf when thewoer expects it. Our service incre
our customers’ sales and profitability while enagllower inventory levels for both retailers andittsuppliers.

Our services are delivered principally thoygybprietary software products designed, developmatketed and supported by
Company. These products are designed to facilitapgoved business processes among all key coestgun the supply chain, starting v
the retailer and moving back to suppliers and auadht raw material providers. In addition, the Quamy has built a consulting practice
business process improvement that centers aron€dimpanys proprietary software products and through esthblent of a neutral a
“trusted” third party relationship between retasl@nd suppliers. The principal markets for the Gany's products are muktore retail an
convenience store chains, branded food manufastueppliers and distributors and manufacturingmames.
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Historically, the Company offered applioas and related maintenance contracts to new mgsfor a one-time, narecurring uj
front license fee. Although not completely abandgnthe license fee and maintenance model, sinceathaisition of Prescient Appli
Intelligience, Inc. ("Prescient") in January 2009, the Company has focused itteglic initiatives and resources to marketing agiting
prospective customers a subscription for its prodéferings. In support of this strategic shift #nd a subscriptiolrased model, the Compe
has scaled its contracting process, streamlinetbggomer oroarding and implemented a financial package titagrates multiple systems
an automated fashion. As a result, subscriptioedbasvenue has grown from $203,000 for the 20@&ffigear to $7.0 million this year. Duri
that same period our revenue has transitioned &8 subscription revenue and 94% license and o#venue basis to 70% subscrip
revenue and 30% license and other revenue basis.

Recent Developments
ReposiTral™

On February 14, 2012 the Company announced a psinipevith Levitt Partners, an internationally knowealth care and food safety-
consulting firm. The Company's association wittvittePartners resulted in the formation of Globalp$ly, which will provide a target:
solution for improving supply chain visibility fdood and drug safety. The solution, ResposiTtakis powered by the Comparsytechnolog
and was developed in response to the passage &btk Safety and Modernization Act in January af20ResposiTrakM enables grocer
supermarkets, packaged goods manufacturers, fammbgsing facilities, drug stores and drug manufacsy as well as logistics partners
track and trace products and components to prodiucisighout the food, drug and dietary supplemapply chains. In the event of a proc
recall, the solution quickly identifies the suplgain path taken by the recalled product or prodochponent, and allows for the remova
affected products in a matter of minutes, rathenttveeks. Additionally, ReposiTrdl reduces risk of further contamination in the su
chain by identifying backward chaining sources &oravard chaining recipients of affected productsiear real time. On August 8, 2012,
Company announced that Global Supply had begurfit$tetwo implementations of ReposiTrdl at a global grocery retailer and a m
grocery wholesaler.

CVS Pharmacy, Inc.

On July 31, 2012, the Company announced a threesaraice agreement to provide selected dzased trading services to C
through May 2015. The agreement reflects the Cowgipdncus on increasing the number of retailers tise its software on a subscrip
basis, and marks the Company's progress towardsacting with major retailers outside of the grgcérdustry. The Company expects
subscription revenue potential generated from thels¢ionships to be significantly larger than afithe Company's existing client hubs wit
the grocery industry.

Fiscal Year
Our fiscal year ends on June 30. Referencesdalf&012 refer to the fiscal year ended June 30220
Sources of Revenue

The Company derives revenue from four sourcessybycription fees, (2) hosting, premium support araintenance service fe
beyond the standard services offered, (3) liceass,fand (4) professional services consisting wéldpment services, consulting, training
education.

Subscription revenue is driven primarily by the f@mnof connections between suppliers and retaitbes number of stores a
SKU’s. Subscription revenue contains arrangements gugitomers accessing our applications, which ireduthe use of the applicati
application and data hosting, subscription-baseiditer@ance of the application and standard suppoltided with the subscription.

Our hosting services provide remote managementraidtenance of our software and customdega, which is physically locat
in third party facilities. Customers access ‘hdswoftware and data through a secure internet coilmmecPremium support services incl
technical assistance for our software productsuarspecified product upgrades and enhancementsurea and if available basis beyond v
is offered with our basic subscription package.

License arrangements are a perpetual license. &aftlicense maintenance agreements are typicallyahrcontracts with customi
that are paid in advance or according to termsiipeédn the contract. This provides the customecess to new software enhancem
maintenance releases, patches, updates and tdctuppart personnel.

Professional services revenue is comprised of tevdérom development, consulting, education andingi Development servic
include customizations and integrations for a ¢l®specific business application. Consulting, etlasaand training include implementat
and best practices consulting. Our professionaices fees are more frequently billed on a fixeidgifixed scope, but may also be billed «
time and materials basis. We have determined tlatptofessional services element of our softwam sbscription arrangements is
essential to the functionality of the software.
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Critical Accounting Policies

This Management’s Discussion and Analysis of Fim@nCondition and Results of Operations discushes@ompanys financia
statements, which have been prepared in accordeitit&).S. generally accepted accounting principles.

We commenced operations in the software developraedtprofessional services business during 19%@ preparation of o
financial statements requires management to makeates and assumptions that affect reported amsairdssets and liabilities, the disclos
of contingent assets and liabilities at the datéheffinancial statements and the reported amourgwenue and expenses during the repa
period. On an ongoing basis, management evalitatestimates and assumptions. Management basestitnates and judgments on histo
experience of operations and on various other fadtwat are believed to be reasonable under tbarnstances, the results of which form
basis for making judgments about the carrying valuassets and liabilities that are not readilyappt from other sources. Actual results
differ from these estimates under different assiongtor conditions.

Management believes the following critical accongtipolicies, among others, will affect its more rsfigant judgments ar
estimates used in the preparation of our cons@itifihancial statements.

Income Taxes

In determining the carrying value of the Companyet deferred income tax assets, the Company assstss the likelihood
sufficient future taxable income in certain taxigdictions, based on estimates and assumptiongatize the benefit of these assets. If t
estimates and assumptions change in the futureCtimepany may record a reduction in the valuatidowaince, resulting in an income
benefit in the Compang’statements of operations. Management evaluatethemor not to realize the deferred income taetasand asses:
the valuation allowance quarterly.

Goodwill and Other Long-Lived Asset Valuations

Goodwill is assigned to specific reporting units and iseed for possible impairment at least annually orenfrequently upon ti
occurrence of an event or when circumstances italitat a reporting unit's carrying amount is geeétian its fair value. Management revi
the longtlived tangible and intangible assets for impairmeghén events or changes in circumstances indibatelie carrying value of an as
may not be recoverable. Management evaluates,cht lemlance sheet date, whether events and circnoestdhave occurred which indic
possible impairment. The carrying value of a Idiwgd asset is considered impaired when the arieih cumulative undiscounted cash fl
of the related asset or group of assets is legs ttha carrying value. In that event, a loss iogaized based on the amount by which
carrying value exceeds the estimated fair mark&tevaf the long-lived asset. Economic useful liafslonglived assets are assessed
adjusted as circumstances dictate.

Revenue Recognition

We recognize revenue when all of the following dtinds are satisfied: (1) there is persuasive ewideof an arrangement, (2)
service has been provided to the customer, (33dHection of our fees is probable and (4) the amai fees to be paid by the customer is f
or determinable.

We recognize subscription revenue ratably over lémgth of the agreement beginning on the commencemates of eac
agreement or when revenue recognition conditioassatisfied. For a fee, subscriptions providedh&omer with access to the software
data over the Internet, or on demand, and prowédbkrtical support services and software upgrades ahd if available. Under subscriptic
customers do not have the right to take possessidhe software and such arrangements are condidenwice contracts. Accordingly,
recognize subscription revenue ratably over thgtleof the agreement and professional servicesemegnized as incurred based on 1
relative fair values. In situations where we haweatractually committed to an individual custompedfic technology, we defer all of 1
revenue for that customer until the technologyebvered and accepted. Once delivery occurs, we teeognize the revenue ratably ovet
remaining contract term. When subscription serigcgaid in advance, deferred revenue is recograredrevenue is recorded ratably ovel
term as services are consumed.

Set up fees paid by customers in connection withsatption services are deferred and recognizeablatover the life of th
applicable agreement.

Hosting, premium support and maintenance servigenge is derived from services beyond the basiicees provided in stande
arrangements. We recognize hosting, premium serdnd maintenance revenue ratably over the contexchs beginning on tl
commencement dates of each contact or when revesuognition conditions are satisfied. Instances rehgosting, premium support
maintenance service is paid in advance, defernsghree is recognized and revenue is recording rataldr the term as services are consumec

Professional services revenue consists primariljeeé associated with application and data integratiata cleansing, busin
process reengineering, change management and education aiméhty services. Fees charged for professionaices are recognized wh
delivered. We believe the fees for professionalises qualify for separate accounting becauseth@ services have value to the customer
standalone basis, (2) objective and reliable evidencéawfvalue exists for these services and (3) perémce of the services is conside
probable and does not involve unique customer @anep criteria.
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We also sell software licenses. For software Beesales, we recognize revenue when all of theviallg conditions are satisfie
(1) there is persuasive evidence of an arrangeni@nthe service has been provided to the custo(Bgthe collection of our fees is probe
and (4) the amount of fees to be paid by the custdsfixed or determinable. Licenses generaliiude multiple elements that are delive
up front or over time. Vendor specific objectiveidance of fair value of the hosting and supportmaets is based on the price charge
renewal when sold separately, and the license elemserecognized into revenue upon delivery. Thsting and support elements
recognized ratably over the contractual term.

Stock-Based Compensation

The Company recognizes the cost of employee servaeeived in exchange for awards of equity insémt® based on the grant-
date fair value of those awards. The Company dscopmpensation expense on a straligiet-basis. The fair value of options granted
estimated at the date of grant using a Black-Sshayigion pricing model with assumptions for théfiee interest rate, expected life, volatil
dividend yield and forfeiture rate.

Capitalization of Software Development Costs

The Company accounts for research costs of commdfiware to be sold, leased or otherwise marketedexpense un
technological feasibility has been establishedHerproduct. Once technological feasibility is bfithed, all software costs are capitalized
the product is available for general release tdormers. Judgment is required in determining whehnelogical feasibility of a product
established. We have determined that technolofgeaibility for our software products is reachedrdlly after a working prototype is compl
and meets or exceeds design specifications inajudiimctions, features, and technical performanauirements. Costs incurred a
technological feasibility is established have baed will continue to be capitalized until such timg when the product or enhanceme
available for general release to customers.

Off-Balance Sheet Arrangements

The Company does not have any off balance shemtgements that are reasonably likely to have a&ntior future effect on o
financial condition, revenue and results of operatliquidity or capital expenditures.

Results of Operations — Fiscal Years Ended June 32012 and 2011

Revenue
Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Subscriptior $ 6,99448 $ 6,54857 $ 445,90¢ 6.8%
Other revenues 3,104,06. 4,203,55 (1,099,491 -26.2%
Total revenus $ 10,09854 $ 10,752,13 $ (653,585 -6.1%

During the fiscal year ended June 30, 2012, the 2om had total revenue of $10,098,547 when compiar&d 0,752,132 for tt
year ended June 30, 2011, a 6.1% decrease. TH&5¥% decrease in total revenue was principally ua decrease in other revenue
$1,099,491, as more particularly described bel®Wwe decrease was partially offset by an increa$245,906 in subscription revenue.

While the Company experienced a decrease in tetanue in the most recently completed fiscal ydaerwcompared to the fisi
year ended June 30, 2011, management believethéh@ompan's strategy of pursuing contracts with suppliersgfokes) to connect to rete
customers (‘hubs”) that have been added in the most recently compfeteal year, including the recently announced iseragreement wi
CVS Pharmacy, Inc., should result in increasedmregaluring the fiscal year ending June 30, 2018,iasubsequent periods.

Subscription Revenue

Subscription revenue was $6,994,484 and $6,548r62812 and 2011 respectively, an increase of 6.8%s $445,906 increase
the year ended June 30, 2012 when compared witlyghe ended June 30, 2011 was principally due jotH& increase of subscripti
customers added to the Compangustomer base which contributed approximate 98D in new subscription revenue and (2) a $6®
increase attributable to the growth of existingilet and supplier subscriptions. The increassulmscription revenue was partially offset t
decrease of approximately $717,000 resulting frbenrion-renewal of existing clients, including thenmenewal of a significant retail clie
and related connections in January 2012.

The Company continues to focus its strategic s on increasing the number of retailers, s@ppland manufacturers that us:
software on a subscription basis. However, whilenagement believes that marketing its suite of smfwsolutions as a renewable
recurring subscription is an effective strategycannot be assured that subscribers will renewsémeice at the same level in future ye
propagate services to new categories or recogh&eded for expanding the service offering of thenGanys suite of actionable products i
services.

-10-






Table of Content

Other Revenue

Other revenue was $3,104,063 and $4,203,554 in 2082011 respectively, a decrease of 26.2%. $¥hi399,491 decrease in
year ended June 30, 2012 when compared with the greded June 30, 2011 was principally due to (&) br-renewal of maintenan
contracts, partially offset by increases to exgtiontracts resulting in a net reduction of maiatere revenue of approximately $223,000,
decrease in license revenue of $450,000 and (8¢edse in professional service revenue of $361,000

While these other sources of revenue will contiiruéuture periods, management’s focus on recursinlgscriptionbased revent
will cause license, maintenance and consultingiseswo fluctuate and be difficult to predict.

Cost of Revenue and Product Support

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Cost of revenue and product supg $ 4,581,760 $ 4,028,22; $ 553,54 13.7%
Percent of total revent 45.4% 37.5%

Cost of revenue and product support was $4,5810168.4% of total revenue, and $4,028,222 or 37d6%otal revenue for t
years ended June 30, 2012 and 2011, respectiv&B.786 increase. This increase of $553,543 foydae ended June 30, 2012 when comf
with the same period ended June 30, 2011 is paflgiglue to (i) a $481,000 increase in head coetdted expense, increased s
compensation, an increase in benefit costs, andahialization of software development costs i phior year, (i) a $82,000 increase in
use of outside consultants and contractors anda(#i19,000 increase from an expansion of our datger. These increases were partially ¢
by a $28,000 decrease related to network commuarcabsts, hardware and software maintenance apposuicontracts, travel and rela
expenditures.

Sales and Marketing Expense

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Sales and marketir $ 2,640,290 $ 2,742,060 $ (101,769 -3.7%
Percent of total revent 26.1% 25.5%

The Companys sales and marketing expense was $2,640,292, t#626f total revenue, and $2,742,061 or 25.5% t&fl teevenue
for the fiscal years ended June 30, 2012 and 2@kpgectively, a 3.7% decrease. This $101,769 deereeer the previous year was prime
the result of (i) a decrease of approximately $2@6,in salary, employee benefits and training, lstmsed compensation, and commis
expense and (i) a decrease of $46,000 in the diseutside sales contractors. These decreases pat@lly offset by increases
approximately (y) $165,000 in n@mployee commissions primarily related to retaitearketing allowances and (z) an increas
approximately $6,000 in public relations, adveniigimarketing and tradeshow expense, travel aateekexpenditures.

General and Administrative Expense

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
General and administratis $ 2,949,100 $ 3,053,8L $ (104,710 -3.4%
Percent of total revent 29.2% 28.4%

The Companys general and administrative expense was $2,949¢#089.2% of total revenue, and $3,053,818 or %#80f tota
revenue for the years ended June 30, 2012 and 2€4dectively, a 3.4% decrease. This $104,710 deerevhen comparing expenditures
the year ended June 30, 2012 with the same pemideldeJune 30, 2011 is principally due to (i) thitlement of a lawsuit and related legal 1
in the prior year through the combination of caghd aequity and (i) a decrease of approximately @dQ, in travel and relat
expenditures. These decreases were partially toffggw) a $203,000 increase in bad debt expengea ($124,000 increase in in sali
employee benefits, payroll taxes, bonuses, and easgtion related expenditures such as shased compensation expense for ce
employees and board members that are based onymaltvesting schedules (y) an $89,000 increaseviesior relations, shareholder cost,
other professional fees, and (z) a $33,000 increefeility expenses.
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Depreciation and Amortization Expense

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Depreciation and amortizatic $ 900,09: $ 786,79 $ 113,30: 14.4%
Percent of total revent 8.9% 7.3%

The Companys depreciation and amortization expense was $9080a0@ $786,790 for the year ended June 30, 20122ahd
respectively, an increase of 14.4%. This incredsk113,304 for the year ended June 30, 2012 wherpared to the year ended June 30,
is due to (1) an increase in depreciation relabedetv capital hardware investments and (2) an aserén amortization of capitalized softw
costs related to a project capitalized in fiscalry2011.

Other Income and Expense

Fiscal Year Ended

June 30, Variance
2012 2011 Dollars Percent
Other gain: $ 319,27: $ - $ 319,27. %
Interest income (expense) (205,227 (346,704 (141,477 -40.8%
Total other income (expense) $ 114,04 $ (346,704 $  460,74¢ 132.%%

Net other income (expense) was net other incon$ild#,045 when compared with net other expense 46,884 for the year end
June 30, 2012 and June 30, 2011, respectively. $468,749 change is principally due to (1) a $141 decrease in interest expense rest
from the retirement of certain notes payable iy 2011 and January 2012 and (2) a gain on extihguesit of current liabilities of $319,272.

Preferred Dividends

Fiscal Year Ended June 30, Variance
2012 2011 Dollars Percent
Preferred dividend $ 834,68 $ 826,41. $ 8,27¢ 1.C%
Percent of total revent 8.3% 7.7%

Dividends declared on preferred stock was $834{6B%e year ended June 30, 2012 when compared$8i26,411 accrued in t
same period in 2011. The $8,276 increase in adalivddends is principally the result of divideraiscrued on the additional Series A Prefe
paid in kind in lieu of cash dividends. This ingse has been partially offset by the conversioshafres of Series A Preferred to comi
stock. Holders of Series A Preferred are entitted 5.00% annual dividend Dividend Rate’) payable quarterly in either cash or additi
Series A Preferred at the option of the Company iriactional shares paid in cash. Holders of SdBidRreferred are entitled to a 12.0
annual dividend payable quarterly in cash.

The Dividend Rate with respect the Series A étrefl increases to 10% per annum in the eventubmge closing price of t
Company’s common stock during the last thirty (8@yling days of any calendar quarter is less tl8a@0Bper share (aDividend Adjustme
™). A holder of Series A Preferred has notified the @any that a Dividend Adjustment is required assalteof the average closing price
the Company’s common stock for the thidgy period ended March 31, 2012. Management disagwith the method of calculation uset
the holder and believes that the Compangalculation determining that a Dividend Adjustménnot required is reasonable, and the
ultimate determination that an alternative methioolu$d be employed is doubtful. The garma effect of a Dividend Adjustment is show!
the table below:

Fiscal Year Ended

June 30, 2012 Variance
As Reported Pro-forma Dollars Percent
Dividends on Series A Preferr $ 340,370 $ 512,80: $ 172,42 50.7%
Net loss applicable to common shareholc $ (1,693,354 $ (1,865,781 $ (172,427 -10.2%
Basic and diluted loss per share $ 0.14 $ (0.16 $ (0.02 -10.2%
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Financial Position, Liquidity and Capital Resources

We believe our existing cash and sherm investments, together with funds generatech faperations, are sufficient to fu
operating and investment requirements for at I#astnext twelve months. Our future capital requigats will depend on many factc
including our rate of revenue growth and expansioour sales and marketing activities, the timing axtent of spending required for rese
and development efforts and the continuing markeeptance of our products. To the extent that allglfunds are insufficient to fund «
future activities, we may need to raise additidoalds through public or private equity or debt finangs. Additional equity or debt financi
may not be available on terms favorable to us,timaly fashion or at all.

Fiscal Year Ended
June 30, Variance
2012 2011 Dollars Percent
Cash and Cash Equivalel $ 1,106,171 $ 2,618,220 $ (1,512,053 57.6%

We have historically funded our operations with hcdiom operations, equity financings and debt bemgs. Cash and ca
equivalents was $1,106,176 and $2,618,229 at Jon203.2, and June 30, 2011, respectively. ThiS1#®1053 decrease from June 30, 20:
June 30, 2012 was principally due to cash usethan€ing activities of $2,281,736 and cash usethvesting activities of $238,760. Th
uses of cash were partially offset by cash provigedperating activities of $1,008,443.

Net Cash Flows from Operating Activities

Fiscal Year Ended

June 30, Variance
2012 2011 Dollars Percent
Cash flows provided by (used in) operating actag $ 1,008,44. $ 1,446,78 $ (438,343 30.2%
Net cash provided by operating activities is sunmnealras follows:
2012 2011
Net (loss) incom $ (858,667 $ (205,463
Noncash expense and income, 1,914,30: 2,081,76:
Net changes in operating assets and liabil (47,192 (429,513

$ 1,008,44: $ 1,446,78
Noncash expense decreased by $167,460 in 2012 cednwa2011. Noncash expense decreased as agkauB203,000 increase
bad debt expense, an $113,000 increase in depoeciahd amortization and a $210,000 increase ickstmmpensation from 2011
2012. These noncash expense increases were lnfftie¢ issuance of $375,000 in Company common stoekprior year litigation settleme
and other gains of $319,000.
The net changes in operating assets and liabilisesl $382,321 less cash in 2012 compared to 2011.

Net Cash Flows from Investing Activities

Fiscal Year Ended June 30, Variance
2012 2011 Dollars Percent
Cash flows (used in) provided by investing actes $ (238,760 $ (555,617 $ (316,857 -57.(%

Net cash flows used in investing activities for trear ended June 30, 2012 was $238,760 comparaedttoash flows used
investing activities of $555,617 for the year endede 30, 2011. This $316,857 decrease in caghinsevesting activities in 2012 wh
compared to the same period in 2011 was the refalt$197,000 capitalization of software develophwsts in the prior year and a $120,
decrease in purchases of property and equipment.

Net Cash Flows from Financing Activities

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Cash flows (used in) provided by financing actes $ (2,281,736 $ 569,62¢ $ (2,851,365 -500.6%

Net cash flows used in financing activities totakj281,736 for the year ended June 30, 2012 cardparcash flows provided
financing activities of $569,629 for the year endade 30, 2011. The change in net cash providddd®d in) financing activities is attributa
to (i) a $1,902,000 increase in principal paymemisiotes payable and capital leases, (ii) a $60Q0j@@rease in advances from lines of cr
(iii) a $249,000 decrease in proceeds from theaisse of debt and (iv) $141,000 decrease in procéeds the issuance of comm
stock. These uses of cash were partially offséhbreases in cash provided by the exercise obnptand warrants of $164,000.
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Working Capital and Management’s Plan

At June 30, 2012, the Company had negative workiagital of $2,345,977 when compared with negatikimg capital o
$2,395,501 at June 30, 2011. This $49,524 increaserking capital is principally a result of amcrease in deferred revenue:

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Current assel $ 3,568,556, $ 4,943,820 $ (1,375,259 -27.&%

Current assets at June 30, 2012 totaled $3,568z%6&crease of $1,375,259 when compared to $42d&8June 30, 2011. T
decrease in current assets is due primarily toedees in (i) cash and cash equivalents and (ijaideexpense and other current assets. -
decreases were partially offset by an increasednivables.

Fiscal Year Ended June 30 Variance
2012 2011 Dollars Percent
Current liabilities $ 5091453 $ 7,339,32 $ (1,424,783 -19.4%

Current liabilities totaled $5,914,538 and $7,329,3s of June 30, 2012 and 2011, respectively. §hé424,783 comparati
decrease in current liabilities is principally digethe retirement of certain notes payable andcaedse in accounts payable. These decr
were partially offset by increases in deferred neseand accrued liabilities.

While no assurances can be given, management dyriatends to continue to reduce its indebtedniessubsequent perio
utilizing existing cash resources and projectedh dlmsv from operations. In addition, managemenyrabso refinance or restructure certail
the Company’s indebtedness to extend the maturiiessuch indebtedness to address its short- and-teym working capit:
requirements. Management believes that thesatinis will enable us to address our debt senggeiirements during the next twelve mor
as well as fund our currently anticipated operatiand capital spending requirements. The finarst@bements do not reflect any adjustm
should cash flow from operations be insufficientiteet our spending and debt service requirementswa are otherwise unable to refine
or restructure our indebtedness.

While no assurances can be given, management tyriietends to continue to reduce its indebtednessibsequent periods utilizi
existing cash resources and projected cash flom fperations. In addition, management may alsdiruos to refinance or restructure cer
of the Company’s remaining indebtedness to exthadraturities of such indebtedness to addressats-term and longerm working capit:
requirements. Management believes that thesatinis will enable us to address our debt senggeiirements during the next twelve mor
as well as fund our currently anticipated operatiand capital spending requirements. The finarst@kements do not reflect any adjustm
should cash flow from operations be insufficientteet our spending and debt service requirementsywa are otherwise unable to refine
or restructure our indebtedness

Inflation

The impact of inflation has historically not hadraterial effect on the Compamyfinancial condition or results from operatic
however, higher rates of inflation may cause retailto slow their spending in the technology amehich could have an impact on
Company’s sales.

Recent Accounting Pronouncements

In December 2011, the FASB issued ASU 2011Bdlance Sheet (Topic 210): Disclosures about QffgeAssets and Liabilities
an update to the authoritative guidance which meguilisclosure information about offsetting anated arrangements for financial instrum
and derivative instruments. The guidance providgdhiis update becomes effective for the Companthanfirst quarter of fiscal 2014. T
adoption of this updated authoritative guidancend$ expected to have a significant impact on thenganys Condensed Consolida
Financial Statements.

December 2011, the FASB issued ASU 2011d@mnprehensive Income (Topic 220): Deferral of tffedEive Date for Amendme
to the Presentation of Reclassifications of Itenus @ Accumulated Other Comprehensive Income iroéming Standards Update No. 2011
05; an update to the authoritative guidance which detee effective date of the presentation of reifiaation adjustments out of accumula
other comprehensive income. The guidance providethis update becomes effective for the Companghénfirst quarter of fiscal 2013. T
adoption of this updated authoritative guidancena$ expected to have a significant impact on thenganys Condensed Consolida
Financial Statements.

In July 2012, the FASB issued ASU 2012-02tangibles—Goodwill and Other (Topic 350): TestimglefiniteLived Intangibli
Assets for Impairmer("ASU 2012902"), which permits an entity to make a qualitatassessment of whether it is more likely than hat the
fair value of a reporting unit's indefinite-livedtangible asset is less than the asset's carnyahge \before applying the twatep goodwil
impairment model that is currently in place. Ifist determined through the qualitative assessmattttie fair value of a reporting un
indefinitedived intangible asset is more likely than not geeahan the asset's carrying value, the remaimimgairment steps would
unnecessary. The qualitative assessment is optialh@ving companies to go directly to the quanitiaassessment. ASU 2002-is effectivi
for the Company for annual and interim indefi-lived intangible asset impairment tests performedimning July 1, 2013, however, e:



adoption is permitted. The Company is currentlyleating the impact ASU 20102 will have on its Condensed Consolid:
Financial Statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Foreign Currency Exchange Risk

Our business is currently conducted principallyhia United States. As a result, our financial ressate not affected by factors s
as changes in foreign currency exchange ratesasroatic conditions in foreign markets. We do notageyin hedging transactions to rec
our exposure to changes in currency exchange ithsugh if the geographical scope of our busiteeadens, we may do so in the future.

Interest Rate Sensitivity

Our exposure to interest rate changes relatedrrowimg has been limited by the use of fixed ratertwings on the majority of o
outstanding debt, and we believe the effect, if, afiyeasonably possible ne@rm changes in interest rates on our financiaitipos results ¢
operations and cash flows should not be materigrést rate risk is managed through the maintenaha portfolio of variable and fixedte
debt composed of short and long-term instrumenrite. dbjective is to maintain a caaffective mix that management deems appropriat
June 30, 2012, the debt portfolio was composegpfaximately 31% variable-rate debt and 69% fixatkdebt.

The table that follows presents fair values of gipal amounts and weighted average interest ratesur investment portfolio as
June 30, 2012.

Weighted Average
Cash and Cash Equivalents Aggregate Fair Value Interest Rate
Cash and Cash Equivalel $ 1,106,17 NM

The table that follows presents the principal ant®wf our variable and fixed rate debt.

Weighted Average
Debt Summary Principal Amount Interest Rate % Mix
Variable rate dek $ 1,877,66 4.26% 69.3%
Fixed rate dek $ 832,61: 4.16% 30.7%

ITEM 8. FINANCIAL STATEMENTS

The information required hereunder in this AnnuapBrt on Form 10k is set forth in the financial statements andribées theret
beginning on Page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
(a) Evaluation of disclosure controls and procedures

Under the supervision and with the participatiomof Management, including our principal executiWicer and principal financi
officer, we conducted an evaluation of the effesmtiess of the design and operations of our dis@osontrols and procedures, as define
Rules 13a-15(e) and 15d-15(e) under the SecuHtebange Act of 1934, as of June 30, 2012. Basetthisrevaluation, the ComparsyChie
Executive Officer and Chief Financial Officer comdéd that our disclosure controls and proceduressHective to ensure that informat
required to be disclosed in the reports submittegktuthe Securities and Exchange Act of 1934 isrosal, processed, summarized and rep
within the time periods specified in SEC rules dardns, including to ensure that information reqdite be disclosed by the Compan
accumulated and communicated to management, imgjutie principal executive officer and principaldncial officer, as appropriate to all
timely decisions regarding required disclosure.

(b) Management's Annual Report on Internal Control overFinancial Reporting.

We are responsible for establishing and maintaimid@quate internal control over financial reportfag defined in Rule 1385(f)
under the Exchange Act). Our internal control offeancial reporting is a process designed to pm@vidasonable assurance regarding
reliability of financial reporting and the prepacoat of financial statements for external purposkaazounting principles generally accepte
the United States.

This Annual Report does not include an attestateport of our registered public accounting firmagtjng internal control ov

financial reporting. Managementreport was not subject to attestation by oursteged public accounting firm pursuant to an exéwnpfor
smaller reporting companies under Section 989@G@itodd-Frank Wall Street Reform and Consumer Btiote Act.
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Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Therefore, e
those systems determined to be effective can peasidy reasonable assurance of achieving theiraclooijectives.

Our Chief Executive Officer and Chief Financial iOffr evaluated the effectiveness of our internatd over financial reporting
of June 30, 2012. In making this assessment, we tiee criteria set forth by the Committee of Spoimgp Organizations of the Treadw
Commission (COSO) in Internal Controlategrated Framework. Based on this evaluation, @hief Executive Officer and Chief Financ
Officer concluded that, as of June 30, 2012, otarival control over financial reporting was effeeti
(c) Changes in Internal Controls over Financial Rporting.

The Companys Chief Executive Officer and Chief Financial Offichave determined that there have been no chamgdke
Companys internal control over financial reporting duritige period covered by this report identified in wection with the evaluatic
described in the above paragraph that have mdyestiected, or are reasonably likely to materiadffect, Companys internal control ov
financial reporting.

ITEM 9B. OTHER INFORMATION

None.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
Directors

The Board of Directors and executive officeonsist of the persons named in the table belMacancies on the Board
Directors may only be filled by a majority vote Bbard of Directors, or at a stockholder's meetihg/tsich stockholders holding a majority
the issued and outstanding shares of capital styek present. The directors are elected annuallythisy stockholders at the ann
meeting. Each director shall be elected for then tef one year, and until his or her successoleisted and qualified, or until earlier resigna
or removal. The bylaws provide for at least omeator. The directors and executive officers aréodows:

Name of Nominee Age Title

Randall K. Fields 65 President, Chief Executive Officer and Chairn
Robert P. Hermanr 68 Director

Edward L. Clissolc 56 Chief Financial Officer, General Coun:
Robert W. Allen 69 Director

James R. Gilli 59 Director

Peter T. Brenna 64 Director

William S. Kies, Jr 60 Director

Randall K. Fieldshas been the Chief Executive Officer and Chairmofithe Board of Directors since June 2001. Mrlds
founded the Company in 1990 and has been its Rmsi@hief Executive Officer and Chairman of theaBbsince its inception. Mr. Fields |
also been responsible for the strategic directiothe Company since its inception. Mr. Fieldsfoanded Mrs. Fields Cookies with his ti
wife, Debbi Fields. He served as Chairman of tbarél of Mrs. Fields Cookies from 1978 to 1990.tHe early 1970's Mr. Fields establishe
financial and economic consulting firm called Feldvestment Group. Mr. Fields received a Bachefdkrts degree in 1968 and a Master
Arts degree in 1970 from Stanford University, whieeawas Phi Beta Kappa, Danforth Fellow and Nati&u#ence Foundation Fellow.

The Nominati ng and Corporate GovernanamRittee believes that Mr. Fields’ expertise in @@mpanys industry and marke
following his founding of the Company in 1990, kigtensive sales, marketing and technical backgrewmadexperience, and his knowledg
business allow him to bring a unique understandinthe industries and markets in which the Compapsrates, as well as an entreprene
vision to the Company and the Board of Directors.

Edward L. Clissolgoined the Company in March 2002 as General Couasel in August 2012 was appointed as the Compan
Chief Financial Officer. Mr. Clissold currently ses as both General Counsel and Chief Financiat@fobf the Company. Prior to his tii
with the Company, Mr. Clissold served as Generalr@el for Mrs. Fields Cookies from August 1987 tprih1995 and was also in privi
practice. Mr. Clissold holds a Bachelors degreEimance from the University of Utah and a Law Degfrem Brigham Young University.

Robert P. Hermannsjoined the Company in March 2007 as Senior Vicesident, and served in that capacity until Nover
2009. Mr. Hermanns is currently a member of the @amy’s Board of Directors. Mr. Hermanns has over 40 yedexperience in all phases
retail and wholesale grocery operations, and isectly Director of Food Industry Management Progsaahthe Marshall School of Busines
the University of Southern California. Mr. Hermammas President and Chief Executive Officer and \Géairman of the Board of Directors
Associated Grocers, Inc. from 2002 through 2005isHaso the former Chief Operating Officer of WMarkets, a $2 billion NYSE compa
operating 163 retail food markets in the Mid-Atiantates. Prior to joining AG and Weis Markets,. Miermanns enjoyed a 3@ar care¢
with American Stores Company, an $18 billion foadl alrug retailer, where he held a number of exeeuthanagement positions includ
Chief Operating Officer for Procurement and LogistiA graduate of Western Michigan University witlBS degree in Food Marketing, |
Hermanns also holds an MBA from the University ofihern California.

The Nominating and Corporate Governance@iitee believes that Mr. Hermanrestperience as the former President and (
Executive Officer of one of the leading suppliessindependent retail supermarkets, as well asxtiensive senior executive experience
leading retail food and drug retailers contributeghe Board’s understanding of the markets selwethe Company, including the Boagd’
perspective on the strategic interests of potentiahts and the viability of various commercialastégies. His previous experience as a s
executive of the Company also allows him to provadenique perspective of and extensive knowledgtherindustries in which the Comp:
operates.

Robert W. Allen joined the Board of Directors in October 2007. Mien is a seasoned executive with many years éspes a
Chairman, President and Chief Executive Officebudinesses ranging in size from $200 million tcc$llion. Mr. Allen has over thirty yee
experience in the dairy industry, most notably asatalyst for developing companies and a tamodnd agent for troubled companie:
divisions. Mr. Allen was most recently Chief ExagatOfficer of Southern Belle Dairy where he esigtid a leadership team to repositior
company and developed a position in the markeeplacthe branding of its products. Prior to this,was Executive Vice President of Bort
Inc., where he was recruited to turn around thgelstrand most troubled division of the company.idHalso the immediate past Chair of
Peace International, a $160 million non-profit ageassisting children in crises.
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The Nominating and Corporate Governance@itee believes that Mr. Alleg’years of experience in an area of growth fo
Company, the dairy industry, as well as his extensxperience developing and managing companissriior executive roles, add signific
value to the Company and its Board of Director@ssessing challenges in one of its growth marlagtd,in addressing organizational
development issues facing the Company.

James R. Gillisjoined the Board of Directors in February 2008. Billis is the former President, Chief Operatindi€dr and Co-
CEO of Source Interlink Companies, Inc., a premierketing, merchandising and fulfillment companyeafertainment products where he
instrumental in developing annual revenue in excéskl.9 billion and over 95 business units in thdted States. While at Source Interli
Mr. Gillis also developed and maintained relatiopshwith public equity investors, hedge funds, ktaoalysts, investment banks and pri
equity firms, both domestically and internationallyhile creating a marketing infrastructure to pdava portfolio of fully integrated produ
and services in 110,000 locations for more thafQ j@tail chains. Prior to his tenure with Sourterlink, he was President, Chief Execu
Officer and owner of Brand Manufacturing Corporati@ leading designer and manufacturer of retaipldy systems. Previously, he \
Managing Partner of Aders, Wilcox, Gillis Group,ghbobal developer of trade relationships serving andjrand marketers and retail
worldwide.

The Nominating and Corporate Governancm@iitee believes that Mr. Gillieexperience as a senior executive with one ¢
premier marketing, merchandising and fulfilmentrqaanies, together with his extensive experiencérdgwith the capital markets, provic
the Company and its Board of Directors with valeaibiput regarding prospective sales opportunitessds and expertise in the area of pt
company finance.

Peter T. Brennan joined the Board of Directors in January 2009. Bhennan is the former President and Vice Chairoi
Daymon Worldwide, Inc. Daymon Worldwide speciatize the sales and marketing of private label coresuproducts, working with some
the leading retail, wholesale and foodservice carigsain the U.S. and in more than 20 other countridr. Brennan earned a Bachelor of .
degree from Michigan State University, and is aifiva number of professional organizations, iniclgdhe Agribusiness program at Harv
Business School, and is a member of the PrivatéPaidic Scientific Academic and consumer Food RaBcoup.

The Nominating and Corporate Governanoe@ittee believes that Mr. Brennaréxtensive experience as a senior executive
a worldwide company working with consumer packagedds suppliers and retailers provides the Compaudyits Board of Directors with
in-depth understanding to the various challengesopportunities facing the Company in the marketsiadustries it serves.

William S. Kies, Jt joined the Board of Directors in November 2011. Mies is currently a principal of Kies Consultingd,C, a
premier consulting practice specializing in the esaparket industry since 1994. Clients include &wet 100 consumer package gc
corporations and companies offering national sesjiprograms and istore support to all channels of food distributid®rior to Kie:
Consulting, which Mr. Kies founded in 1994, he wlas President and Chief Operating Officer of IGAG.| the world$ largest banner group
independent supermarkets with over 4,000 storesceer by 24 wholesalers in 20 countries.

The Nominating and Corporate Governancen@itee believes that Mr. Kiegxtensive management experience, inclu
experience in the supermarket industry, togeth#r his substantial contacts with potential clidiotsthe Companys services, will contribute
the Board's deliberations and provide the Compaitly valuable insight and direction as the Compaxscetes its business plan.

There have been no events under any bankrgatityno criminal proceedings and no judgmentsnpmctions material to tl
evaluation of the ability and integrity of any diter or nominee during the past ten years.

Compliance with Section 16(a)

Section 16(a) of the Securities Exchange Act of4198 amended, requires the Compargirectors and executive officers,
persons who beneficially own more than 10% of asteged class of the Company’s equity securitie$ilé reports obeneficial ownership ai
changes in beneficial ownership of the Comparsecurities with the Securities and Exchange Casioni on Forms 3 (Initial Statemen
Beneficial Ownership), 4 (Statement of Changes efidicial Ownership of Securities) and 5 (Annuat&tent of Beneficial Ownership
Securities). Directors, executive officers anddf@mal owners of more than 10% of the Compangdmmon stock are required by Secur
and Exchange Commission regulations to furnisiCbimpany with copies of all Section 16(a) forms thay file.

To our knowledge, based solely on a reviewhefcopies of such reports furnished to us andewritepresentations that no ot
reports were required, during the fiscal year endi@de 30, 2012, each of our directors failed tomefhe issuance of shares to ther
consideration for the payment of director fees owethem during such fiscal year and had one orentate filings related to the acquisit
and/or disposition of securities.
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Code of Ethics and Business Conduct

In August 2008, the Company and its Board wé&ors unanimously adopted a new Code of EthicsBusiness Conduct, whi
replaced the Code of Ethics adopted in 2005. Témgany’s Code of Ethics and Business Conduct itepast the Compang’website locate
at www.parkcitygroup.com.

Committees of the Board of Directors

The Board of Directors has an Audit Committee, anfensation Committee, and a Nominating and Corpdeatvernance Committ
each of which has the composition and responsdslidescribed below.

Audit Committee.

The Audit Committee provides assistance to the 8odDirectors in fulfilling its legal and fiducigrobligations in matters involvit
our accounting, auditing, financial reporting, im@ control and legal compliance functions by apprg the services performed by
independent accountants and reviewing their repegarding our accounting practices and systenistefnal accounting controls. The AL
Committee also oversees the audit efforts of odefrendent accountants and takes those actions,dagems necessary to satisfy that
accountants are independent of management.The Soditmittee currently consists of Robert W. Allerhé@man), James R. Gillis and Pt
T. Brennan, each of whom is a nov@anagement member of our Board of Directors. RolerAllen is also our Audit Committee financ
expert as currently defined under Securities anchBrge Commission rules. We believe that the caitipo of our Audit Committee me
the criteria for independence under, and the fonaig of our Audit Committee complies with the a@pable requirements of, the Sarbane:
Oxley Act of 2002 and the current rules of the Sities and Exchange Commission rules and regulgtion

Compensation Committee.

The Compensation Committee determines our genemlpensation policies and the compensation providedur directors ar
officers. The Compensation Committee also reviewd determines bonuses for our officers and othepleyees. In addition, ti
Compensation Committee reviews and determines yehaged compensation for our directors, officers, leyges and consultants ¢
administers our stock option plans and employeekspurchase plan. The Compensation Committee dlyreonsists of Robert W. Alle
(Chairman) and James R. Gillis, each of whom ismmanagement member of our Board of Directors. Webelthat the composition of ¢
Compensation Committee meets the criteria for irddpnce under, and the functioning of our Compars&ommittee complies with t
applicable requirements of, the Sarba@edey Act of 2002 and the current rules of the 3#ies and Exchange Commission rules
regulations.

Nominating and Corporate Governance Committt

The Nominating and Corporate Governance Commigigesponsible for making recommendations to thedo#fDirectors regardir
candidates for directorships and the size and csitipo of the board. In addition, the Nominatingda@orporate Governance Committe
responsible for overseeing our corporate governguidelines, reporting and making recommendatianghe Board concerning corpor
governance matters. The current members of thermaimg and governance committee are Peter T. Bre(@hairman), James R. Gillis ¢
William S. Kies, Jr. We believe that the compogitiaf our nhominating and governance committee mewt<riteria for independence unc
and the functioning of our Nominating and Corpor@ta/ernance Committee complies with the applicatdpiirements of, the Sarban@siey
Act of 2002 and the current rules of the Securitied Exchange Commission rules and regulations.
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ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth information concexgithe compensation paid to the Compan@hief Executive Officer, and t

Companys two most highly compensated executive officerepthan its chief executive officer, who were gggvas executive officers as

June 30, 2012 and whose annual compensation ext&&686,000 during such year (collectively thd&dmed Executive Officetk

All Other
Stock Awards  Compensatior

Name and Principal Position Year Salary ($) Bonus ($) (%)@ $) Total ($)
Randall K. Field: 2012 375,00(@ 165,623 66,00(4) 72,476) 679,09¢
Chief Executive Officer and

Chairman of the Boar 2011 375,00(@ 71,87%3) 66,00(® 73,864 586,74(
David Colber(® 2012 165,00( - 39,40( - 204,40(
Former Chief Financial Office 2011 150,62! - 38,00( - 188,62!

()

@

©)

4)

®)

(6)

Stock awards consist solely of shares of restricc@dmon stock. Amounts shown do not reflect comatms actually received by t
Named Executive Officer. Instead, the amounts shawenthe compensation costs recognized by the Qoyngharing the fiscal ye
for stock awards as determined pursuant to FAS 1

$325,000 of Mr. Fields’ cash compensation was paidrields Management, Inc., a management comparollyvbwned by Mr
Fields, during 2012 and 2011, respectively. 20hbunt includes $50,000 of compensation paid ineshaf the Compang’commol
stock in lieu of cash compensatic

$71,875 represents the value of 18,915 shares win@m Stock, which vested during the reporting gkrithe shares were origine
issued in June 2010, and are valued as of theodl&suance, or $3.80 per she

Represents the value of 60,000 shares of commak sssued to Fields Management, Inc. which vestednd the reportin
period. The shares were originally issued in R0Q9 under the terms of a Services Agreement betwee Company and Fiel
Management, Inc., and are valued as of the datswvénce, or $1.10 per shz

These amounts include premiums paid on life instegolicies of $25,344 for each of 2012 and 20bipmuter related expenses
$7,113 and $6,000 for 2012 and 2011, respectiv@mpany car related expenses of $18,363 and $19@22012 and 201
respectively; medical premiums of $9,651 and $10,&80' 2012 and 2011, respectively; and reimbursérf@mncertain accountir
services of $12,000 for each of 2012 and 2011 ecisly.

Mr. Colbert resigned on August 2, 20:

Employment Arrangements

The Company has an Employment Agreement ustiChief Executive Officer, Randall K. Fields, dh#&pril 9, 2009, pursuant

which Mr. Fields is to be employed by the Companythe position of Sales Department Manager throdghe 30, 2013 for annt
compensation of $50,000. In addition, on Aprik809, the Company entered into a Services Agreemigint~ields Management, Inc. FMI
"), to provide certain executive management servicéiseec@ompany, including designating Mr. Fields ¢ofprm the functions of President :
Chief Executive Officer for the Company Executive’). The Services Agreement amends and replaces the&sAgreement between F
and the Company, dated July 1, 2005. Randall &ldsj FMI's designated Executive, who currentlywesras the Compars/Chairman of tt
Board, President and Chief Executive Officer, colst=MI. Under the terms of the Services Agreemeitich continues through June
2013, FMI is paid an annual base fee of $325,08%abple in equal semi-monthly installments. In &ddi FMI is entitled to the following:

an incentive bonus based upon the Compaaghievement of performance goals determined peahby the Compensation Commi

of the Compan’s Board of Directors

up to $1,200 per month for reimbursement of a Peto€ Executiv’s choice:

an annual allowance of up to $6,000 for computeipegent;
600,000 shares of common stock of the Companyesuty) a pr-rata (10) te-year vesting schedul

payment of premiums for health insurance;
reimbursement for certain accounting expe

The Company is also obligated to maintain teron life insurance policies in the name of the d&rire for $10 million each, wi

the beneficiary of one to be designated by the &kes, and the other to be designated by the Cognpan
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Director Compensation

The outside directors of the Company, cureodinsisting of James R. Gillis, Robert W. Alleet& Brennan, Robert P. Herma
and William S. Kies, Jr., receive the following coemsation:

e annual cash compensation of $10,000 payable aatheof $2,500 per quarter. The Company has ttn tigpay this amount in the fo
of shares of common stock, and did so for all campdon owed directors during fiscal year 2012;

e upon appointment, outside independent direcexsive a grant of $75,000 payable in shares o€dmapanys restricted common stc
calculated based on the market value of the sltdresmmon stock on the date of grant. The sharssratably over a fiv-year period

The following table sets forth informatioancerning director compensation earned durirggafigear 2012:

Stock

Name Awards ($) @ Total ($)

James R. Gilli 25,00( 25,00(
Richard S. Kraus® 21,25( 21,25(
Robert W. Allen 25,00( 25,00(
Peter Brenna 25,00( 25,00(
C. Manly Molpus® 9,167 9,167
Robert P. Hermanr 10,00( 10,00(
William S. Kies, Jr. 6,25( 6,25(

@) Stock awards consist solely of stock grants of/fuisted common stock. Amounts shown do not relempensation actually received
the director. Instead, the amounts shown refleetcompensation costs recognized by the Compariggdtive fiscal year for stock awa
as determined pursuant to FAS 12:

@ Mr. Krause resigned from the Company’s Board ofbliors on February 7, 2012.

3 Mr. Molpus did not stand for -election at the Compa’s annual meeting, held on May 25, 20

401(k) Retirement Plan

The Company offers an employee benefit plan unagreBt Plan Section 401(k) of the Internal Reve@ogle. The Company utiliz
Fidelity Investments as its administrator and tastf the Compang’401(k) plan. Employees who have attained theodd8 are immediate
eligible to participate. The Company, at its dititm, may match employeetontributions at a percentage determined annbglthe Board ¢
Directors. The Company does not currently matattrimutions.

Indemnification for Securities Act Liabilities

Nevada law authorizes, and the Company's Bylamd Indemnity Agreements provide for, indemnifara of the Company
directors and officers against claims, liabilitexsd amounts paid in settlement, and expense imietwaf circumstances. Indemnification
liabilities arising under the Act may be permittied directors, officers and controlling personstioé Company pursuant to the foregoin
otherwise. However, the Company has been advisatd in the opinion of the Securities and Excha@genmission, such indemnificatior
against public policy as expressed in the Act anthierefore, unenforceable.
Stock Options and Warrants

The Company has stock option plans that enahite issue to officers, directors, consultantsl @mployees nonqualified a
incentive options to purchase common stock. AeJ8®, 2012, a total of 12,880 of such options veerstanding with exercise prices rang
from $1.50 to 2.50 per share.

At June 30, 2012 a total of 50,000 warrantpurchase shares of common stock were outstandihg.outstanding warrants w
issued as a commission for placement of equityriexs These warrants have an exercise price @bder share and expire January 12, 2

Compensation Committee Interlocks and Insider Partipation
No executive officers of the Company servetttmCompensation Committee (or in a like capadity)the Company or any ott

entity.
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ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth information regamlishares of our Series A Preferred and Series fiifed beneficially owned as of
September 21, 2012 by:

(i) Each of our officers and directol
(i) All officer and directors as a group; a
(i) Each person known by us to beneficially own fivecpat or more of the outstanding shares of oureprefl stock. Percent owners
is calculated based on 687,490 shares of Serieeferired and 411,927 shares of Series B Prefeti@tk $utstanding at Septem

21, 2012
Series A Series B
Convertible % Convertible %

Preferred Ownership Preferred Ownership
Name Stock of Class Stock of Class
Hillson Partners LI 68,45¢ 9.9€% - N/A
Paul Seic 34,90« 5.08% - N/A
Robert W. Allen 34,217 4.98% 52,30: 12.7(%
Riverview Financial Corp 6,8442) * 359,623 87.3(%
Randall K. Fields 6,847 @ 359,62(4) 87.3(%

*Less than 1%

@ Includes 17,109 shares of Series A Preferred heliusan M. Allen, Mr. Alle’s spouse

@ Includes 6,842 shares of Series A Preferred heltiénname Randall K. Fields, Mr. Fields is the lfiered owner of Riverview Financi
Corp.

®) Includes 10,000 shares of Series B Preferred hetldei name Julie Fields, Mr. Fields spot

@ Includes 349,626 shares of Series B Preferredihelde name of Riverview Financial Corp. and 10,80@res of Series B Preferred in
name of Julie Fields. Mr. Fields is the beneficiaher of Riverview Financial Corp.and spouse of Nfiglds.

The following table sets forth information eeding shares of our common stock beneficially civias of September :
2012 by: (1) each of our officers and directop3,d]l officers and directors as a group and (8hgzerson known by us to beneficially own
percent or more of the outstanding shares of oonmaeon stock.

Common Stock Common Stock

Options Warrants Total Stock and
Exercisable Exercisable Stock Based % Ownership of
Name Common Stock Within 60 Days  Within 60 Days Holdings (1) Class
Randall K. Field«? 5,714,554 - - 5,714,55 43.42%
Edward L. Clissold® 2,86¢ 4,00( 2,86: *
Robert Hermann() 71,37 - - 71,37: &
James R. Gilli€2 91,42¢ - - 91,42¢ *
Robert W. Allen@ 529,6945) - - 529,69 4.24%
Peter Brenna(? 57,78¢ - - 57,78¢ *
William S. Kies, Jr®® 3,841 - - 3,841 @
Goldman Capital Manageme 1,363,00 - - 1,309,46! 11.1%%
Directors Group (7 person 6,471,53' 4,00( - 6,475,53! 48.2%
@ For purposes of this table “beneficial ownershgptietermined in accordance with Rule 1Bdf the Securities Exchange Act of 1¢

pursuant to which a person or group of persongésreed to have “beneficial ownershipf’any shares that such person or groug
the right to acquire within 60 days after Septenttier2012. For purposes of computing the percermgeitstanding common sha
held by each person or group of persons named abayeshares that such person or group has thetdgttquire within 60 days af
September 21, 2012, are deemed outstanding bubaseemed to be outstanding for purposes of cangptiie percentage owners
of any other person or group. As of September2R12, there were 12,239,257 shares of our comnumk $$sued and outstandir
There were also outstanding options and warrarnilieg the holders to purchase 4,000 shares ofcoutmon stock owned by office
and/or directors of the Compar

@ Officers and directors of the Compal

® Includes 166,860 shares of common stock held im#rae of Fields Management, Inc., of which Mr. &$eis the beneficial own:
651,152 shares of common stock held in the namRiérview Financial Corp., of which Mr. Fields ibet beneficial owner, al
30,667 held by Mr. Fiel¢ spouse, Julie Field

@ Includes 22,807 shares issuable upon conversiérBdP shares of Series A Preferred held by Mr.dsig874,065 shares issuable L
conversion of 349,626 shares of Series B Prefdredd by Riviervew Financial Corp., of which Mr. Ks is the beneficial owner, a
25,000 shares issuable upon conversion of 10,08@slof Series B Convertible Preferred held Mrldg’ spouse, Julie Field

®) Includes 46,243 shares of common stock held irt,timswvhich Mr. Allen is the trustee. Includes 628 and 57,030 shares issui
upon conversion of 17,108 and 17,109 shares oeS$&i Preferred for Mr. and Mrs. Allen, respectivehcludes 130,753 sha



issuable upon conversion of 52,301 shares of SBrigseferred held by Mr. Aller
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Change in Control

The Company is not currently engaged in attywities or arrangements that it anticipates vaBult in a change in control of
Company.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
Director Independence

The Board has determined that all of its membetsgrahan Mr. Fields, who serves as the Compafiief Executive Officer, al
Mr. Hermanns, who previously served as the Comma8ghior Vice President — Sales, are “independeitiiin the meaning of Section 803(

of the AMEX Company Guide, and Securities and ErgeaCommission rules regarding independence.

We maintain separately designated audit, compemsaind nominating committees. In applying the irdefence standai
applicable to audit, compensation and nominatingrodtee members, each of the members of such cae®sitire considered independent.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Audit Fees

We incurred approximately $56,000 in audit feesrdpthe years ended June 30, 2012 and 2011, résggcto HJ & Associate
LLC (“HJ").

Audit Related Fees
There were no fees billed for audit-related sewioet disclosed in “Audit Fees” above.
All Other Fees

We incurred approximately $14,000 and $15,000 xnpeparation fees during the years ended Jun@@®I® and 2011. No ott
fees were billed for services rendered by our [ipedcaccountants for the years ended June 30, @02Q11.

Compatibility of Certain Fees with Independent Accaintants’ Independence

The Audit Committee has established its approval policies and procedures, pursuant to wtiiehAudit Committee approved -
foregoing audit and permissible nandit services provided by HJ & Associates, LLCfigtal 2012 and 2011. Such procedures gover
ways in which the Audit Committee pre-approves auwdid various categories of nandit services that the auditor provides to
Company. Services which have not receivedgmeroval must receive specific approval of the A@iimmittee. The Audit Committee is to
informed of each such engagement in a timely mararet such procedures do not include delegatidgheoAudit Committees responsibilitie
to management.

Reports of the Audit Committee

On an annual basis the Audit Committee will reviewd discuss our most recent audited financial isiiés with management, ¢
will discuss with our independent registered puldicounting firm the matters required to be disedsby SAS 114, as modified
supplemented, and will receive the written disciesuand letters as required by Independence Stsmé@mard Standard No. 1, as modifie
supplemented, and will discuss with our independewgfistered public accounting firm its independenBased on these reviews |
discussions, the Audit Committee will then makerésommendation to the Board of Directors relatethe inclusion of the audited financ
statements in our Annual Report on Form 10-K faheféscal year for filing with the Securities angdhange Commission.
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ITEM 15.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES

Exhibits, Financial Statements and Schedules

The Condensed Consolidated Financial Statemerteed®ompany and its subsidiaries are filed asqfattis Report:

° Report of Independent Registered Public Accourfing
) Condensed Consolidated Balance Sheets as of Ju2@BDand June 30, 20
° Condensed Consolidated Statements of Operatioriedorears ended June 30, 2012 and :
° Condensed Consolidated Statements of Stockh¢ (Deficit) Equity for the years ended June 30, 20d@ 2011
° Condensed Consolidated Statements of Cash Flowkdgrears ended June 30, 2012 and :
° Notes to Condensed Consolidated Financial Statexr
Exhibit
Number Description
2.1 Agreement and Plan of Merger and ReorganizatiotedAugust 28, 200
2.2 Form of Stock Purchase Agreem(t)
2.3 Form of Stock Voting Agreeme(®)
2.4 Form of Promissory Not(@
3.1 Articles Of Incorporatior®
3.2 Certificate Of Amendmer®
3.3 Certificate of Amendmer(®)
3.4 Bylaws®
4.1 Certificate of Designation of the Series A ConvaetiPreferred Stoc®
4.2 Certificate of Designation of the Series B ConuetiPreferred Stoc(”)
10.1  Placement Agent Agreeme(®)
10.2  Warrant to Purchase Common Stock, Dated June D4, )
10.3  Securities Purchase Agreeme(®)
10.4  Employment Agreement with Randall K. Fie/20)
10.5  Services Agreement with Fields Management, (10
10.6  Warrant to Purchase Common Stock, Dated June 8®,®)
10.7  Stock Purchase Agreeme(®)
10.8  Warrant to Purchase Common Stock, dated J-22, 2007®)
10.9  Warrant to Purchase Common Stock, dated June 2Z,©)
10.10 Warrant to Purchase Common Stock issued to Tagliothers, Inc(20)
10.11  Form of Securities Purchase Agreement, dated Jari2arR00<(10)
10.12  Securities Purchase Agreement, dated January 09, B9 and between the Company and Robert W. A10)
10.13  Securities Purchase Agreement, dated January 09, B and between the Company and Taglich Brottees(10)
10.14  Subordinated Promissory Note, dated April 1, 20€8)ed to Riverview Financial Corporati(19)
10.15 Amendment to Loan Agreement and Note, by and betwk8. Bank National Association and the Compaayed September 1
2009(11)
10.16  Term Note, dated September 30, 2(11)
10.17 Amendment to Loan Agreement and Note, by and betwk8. Bank National Association and the Compaayed September @
2009(12)
10.18 Term Loan Agreement, by and between U.S. Bank Natiéssociation and the Company, dated May 5, X13)
10.19 Amendment to Loan Agreement and Note, by and betwe8. Bank National Association and the Compamyed May 5, 201
(13)
10.20 Promissory Note, dated August 25, 2009, issuecatdaie Bankl4
14.1  Code of Ethics and Business Cond(5)
21 List of Subsidiarie{16)
23 Consent of HJ & Associates, LLC, dated SeptembeP@%2
31.1 Certification of Principal Executive Officer pursudo Section 302 of Sarbanes Oxley Act of 2
31.2 Certification of Principal Financial Officer purquao Section 302 of Sarbanes Oxley Act of 2
32.1 Certification of Principal Executive Officer andifgipal Financial Officer pursuant to 18 U.S.C. &at 1350
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@ Incorporated by reference from our For-K dated September 3, 20(

@ Incorporated by reference from our For-K dated September 15, 20(

® Incorporated by reference from our Form DEF 14@ddune 5, 200:

@ Incorporated by reference from our Forn-QSB for the year ended Sept 30, 2C
®) Incorporated by reference from our Forn-KSB dated September 29, 20!
® Incorporated by reference from our For-K dated June 27, 200

™ Incorporated by reference from our For-K dated July 21, 201C

® Incorporated by reference from our For-K dated June 14, 200

© Incorporated by reference from our Form-2/A dated October 20, 200

(10) Incorporated by reference from our For-K, dated June 5, 200

1y Incorporated by reference from our For-K dated September 30, 20(

12 Incorporated by reference from our For-K dated October 1, 200

13) Incorporated by reference from our For-K dated May 6, 201(

) Incorporated by reference from our For-K dated August 25, 200

15 Incorporated by reference from our Form 10-KSB d&eptember 30, 2008.
(16) Incorporated by reference from out Forn-K dated September 13, 20:
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgfeaAct, the registrant caused this report to lgmesi on its behalf by t
undersigned, thereunto duly authorized.

PARK CITY GROUP, INC.
(Registrant)

Date: September 25, 2012 By: /s/ Randall K. Field
Principal Executive Officer,
Chairman of the Board and Direct

In accordance with the Exchange Act, this repostiieen signed below by the following persons oralbeti the registrant and in the capaci
and on the dates indicated.

Signature Title Date

/sl Randall K. Field Chairman of the Board and Director, SeptembelR3?
Randall K. Fields Chief Executive Officer

(Principal Executive Officer)
/s/ Edward L. Clissoli Chief Financial Officer, General Counsel Septentier2012
Edward L. Clissold (Principal Financial Officer &

Principal Accounting Officer)
/s/ Robert W. Aller Director, and Compensation September 25, 2012
Robert W. Allen Committee Chairman
/sl James R. Gilli Director September 25, 2012
James R. Gillis
/s/ Peter T. Brenng Director, and Nominating / Governance Septembep Q%2
Peter Brennan Committee Chairman
/s/ Robert P. Hermani Director September 25, 2012

Robert P. Hermanns

/s/ William S. Kies, Jr Director September 25, 2012
William S. Kies, Jr.
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Report of Independent Registered Public Accountindrirm

Board of Directors and Shareholders of
Park City Group, Inc. and Subsidiaries
Park City, Utah

We have audited the accompanying consolidated balaheets of Park City Group, Inc. and subsidiagesf June 30, 2012 and 2011, anc
related consolidated statements of operationskistdders' equity, and cash flows for the years thaded. These consolidated finan
statements are the responsibility of the Compamgileagement. Our responsibility is to express aniopion these financial statements bi
on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to obtaasonable assurance about whether the finastiééments are free of mate
misstatement. The Company is not required to hasewere we engaged to perform, an audit of itsrival control over financial reportir
Our audits included consideration of internal cohtver financial reporting as a basis for desigrandit procedures that are appropriate il
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compsaiyternal control over financial reportii
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptingiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matemégpects, the financial position of Park (

Group,Inc. and subsidiaries as of June 30, 2012 and 28d the results of their operations and their ¢lsirs for the years then ended
conformity with U.S. generally accepted accountinigciples.

/s/_HJ& AssociatesLLC

HJ & Associates, LLC
Salt Lake City, Utah
September 25, 2012
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PARK CITY GROUP, INC. AND SUBSIDIARIES

Assets

Current Assets
Cash and cash equivale

Condensed Consolidated Balance Sheets

Receivables, net of allowance of $220,000 and5®ii5at June 30, 2012 and 2011, respecti

Prepaid expense and other current assets
Total current asse

Property and equipment, r

Other asset:

Deposits and other ass

Customer relationshig

Goodwill
Capitalized software costs, net

Total other asse

Total assets

Liabilities and Stockholders' Equity (Deficit)

Current liabilities:
Accounts payabl
Accrued liabilities
Deferred revenu
Capital lease obligatior
Line of credit

Note payable

Total current liabilities

Long-term liabilities:

Notes payable, less current port

Capital lease obligations, less current portion
Total liabilities

Commitments and contingenci

Stockholders' equity

Series A Convertible Preferred stock, $0.01 péwe;e80,000,000 shares authorized; 685,671 al

667,955 shares issued and outstanding at Jun®3R,ahd 2011, respective

Series B Convertible Preferred stock, $0.01 pare;a80,000,000 shares authorized; 411,927 sh

issued and outstanding at June 30, 2012 and

Common stock, $0.01 par value, 50,000,000 shartt®azed; 12,087,431 and 11,612,460 issue

and outstanding at June 30, 2012 and June 30, 2&ddectively

Additional paicin capital
Accumulated deficit

Total stockholders' equity

Total liabilities and stockholders' equity (detfjci

June 30, 201 June 30, 201
$ 1,106,171 2,618,22!
2,290,85! 2,059,77.
171,52¢ 265,81¢
3,568,56. 4,943,82
559,14( 651,99:
20,697 24,02¢
2,762,65. 3,184,96
4,805,93: 4,805,933
219,24¢ 365,41
7,808,52! 8,380,33!
$ 11,936,23 13,976,15
$ 550,84t 790,91
1,242,32 1,162,77!
2,081,45! 1,663,23.
41,20: 107,54
1,200,00! 1,200,00!
798,70 2,414,85:
5,914,53! 7,339,32.
711,57: 1,271,69
- 41,20:
6,626,10! 8,652,21.
6,857 6,68(
4,11¢ 4,11¢
120,87 116,12!
37,763,19 36,088,58
(32,584,92¢ (30,891,571
5,310,12. 5,323,93
$ 11,936,23 13,976,15

See accompanying notes to condensed consolidaimacfal statements.
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Revenue
Subscriptions
Other revenues

Total revenue

Operating expense

Cost of revenue and product supg
Sales and marketir

General and administratiy
Depreciation and amortization

Total operating expense

Income (loss) from operatiol
Other income (expense

Other gain:
Interest expense, net

Total other income (expens

Income (loss) before income taxes

(Provision) benefit for income tax

Net income (loss

Dividends on preferred stock

Net loss applicable to common shareholc

PARK CITY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations

Weighted average shares, basic and diluted

Basic and diluted loss per share

For the Years Ended

June 30

2012 2011
6,994,48 $ 6,548,57:
3,104,06: 4,203,55.
10,098,54 10,752,13
4,581,76! 4,028,22
2,640,29: 2,742,06
2,949,10: 3,053,81:
900,09 786,79(
11,071,25 10,610,89
(972,712 141,24:
319,27 -
(205,227 (346,704
114,04! (346,704
(858,667 (205,463
(858,667 (205,463
(834,687 (826,411
(1,693,354 $ (1,031,874
11,780,00 11,212,00
(0.14 $ (0.09

See accompanying notes to condensed consolidaiaacfal statements.
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PARK CITY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Stockholdersuity (Deficit)
For the Years Ended June 30, 2012 and 2011

Series A Series B Subscriptiol
Convertible Convertible Additional Payable
Preferred Stoc Preferred Stoc Common Stocl Paid-In Series B Accumulater
Shares Amount Shares Amount Shares Amount Capital Preferrec Deficit Total
Balance, July 1,
2010 648,39t $ 6,484 - $ - 10,884,36. $108,84: $29,881,97 $ 4,119,27. $(29,859,69) $4,256,88)
Conversion of
Preferred stoc (13,114 (131) - - 43,71« 437 (30¢) - - -
Stock issued for
Compensatiol - - - - 424,13 4,241 919,64¢ - - 923,89(
Subscription
Payable Series E
Preferrec - - 411,92 4,11¢ - - 4,115,15  (4,119,27) - -
Dividends 32,67 327 - - - - 326,40: - 29¢ 327,02¢
Preferred
Dividends-
Declared - - - - - - - - (826,709 (826,709
Exercise of
Warrants
(Cashless - - - - 64,90¢ 64¢ (649) - - -
Exercise of
Warrants - - - - 84,38¢ 844 331,66t - - 332,51(
Cash - - - - 32,00( 32C 140,48( - - 140,80(
Litigation
Settlemen - - - - 78,94¢ 79C 374,21( - - 375,00(
Net income (205,467 (205,46
Balance, June 3(
2011 667,95! 6,68( 411,92° 4,11¢ 11,612,46 116,12! 36,088,58 - (30,891,57) 5,323,93
Conversion of
Preferred stoc  (16,007) (160 - - 53,33¢ 53: (379) - - -
Stock issued for
Compensatiol - - - - 271,88: 2,71¢ 843,98 - - 846,76"
Dividends 33,717 337 - - - - 336,04 - - 336,38(
Preferred
Dividends-
Declared - - - - - - - - (834,68) (834,68
Exercise of
Options/Warrant - - - - 149,75: 1,49¢ 494,89 - - 496,39!
Net loss - - - - - - - - (858,66) (858,66
Balance, June 3(
2012 685,67. $ 6,857 41192 $ 4,11¢ 12,087,43 $120,87: $37,763,19 $ - $(32,584,92) $5,310,12

See accompanying notes to condensed consolidaimacfal statements.
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PARK CITY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows

For the Years Ended June :

2012 2011
Cash Flows from Operating Activities:
Net (loss) incom $ (858,667 $ (205,463
Adjustments to reconcile net (loss) income to rmsthcprovided by operating activitie
Depreciation and amortizatic 900,09: 786,79
Bad debt expens 260,40: 57,09¢
Stock compensation exper 1,073,07 862,87t
Stock issued for litigation settleme - 375,00(
Other gains (319,272 -
Decrease (increase) i
Trade receivable (491,488 (667,923
Prepaids and other ass 97,62 (85,123
Increase (decrease)
Accounts payabl (184,073 216,06
Accrued liabilities 112,52: (191,376
Deferred revenue 418,22 298,84.
Net cash provided by operating activit 1,008,44. 1,446,78

Cash Flows From Investing Activities:
Purchase of property and equipm (238,760 (358,566

Capitalization of software costs (197,051
Net cash used in investing activiti (238,760 (555,617
Cash Flows From Financing Activities:

Proceeds from exercise of options and warr 496,39: 332,51(
Proceeds from issuance of note pay: 310,23 559,47.
Net increase in line of crec - 600,00(
Proceeds from issuance of stc - 140,80(
Dividends paic (494,312 (370,734
Payments on notes payable and capital leases (2,594,048 (692,419
Net cash provided by (used in) financing activi (2,281,736 569,62¢
Net (decrease) increase in cash and cash equis (1,512,053 1,460,79:
Cash and cash equivalents at beginning of period 2,618,22! 1,157,43
Cash and cash equivalents at end of period $ 1,106,177 $ 2,618,22!
Supplemental Disclosure of Cash Flow Informau

Cash paid for income taxes $ = & =
Cash paid for interest $ 281,26¢ $ 302,23t
Supplemental Disclosure of N-Cash Investing and Financing Activiti

Common Stock to pay accrued liabilities $ 846,76' $ 923,89(
Dividends accrued on preferred stock $ 834,68 $ 826,41
Dividends paid with preferred stock $ 336,38( $ 326,73(

See accompanying notes to condensed consolidaimacfal statements.
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PARK CITY GROUP, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and June 30, 2011

NOTE 1. DESCRIPTION OF BUSINESS AND MERGER OF PRESCIENT APPLIED INTELLIGENCE, INC.
Summary of Business

Park City Group, Inc. (the ‘Company”) is incorporated in the state of Nevada. The @any’s 98.76% and 100% own
subsidiaries, Park City Group, Inc. and Prescieppli®d Intelligence, Inc. (‘Prescient”), respectively, are incorporated in the stat
Delaware. All intercompany transactions and badarttave been eliminated in consolidation.

The Company designs, develops, markets and suppansietary software products. These productsdastgned for businest
having multiple locations to assist in the managenoé business operations on a daily basis and aamuate results of operations in a tinr
manner. In addition, the Company has built a cdimgupractice for business improvement that centaershe Companyg’ proprietary softwa
products. The principal markets for the Companytglpcts are multstore retail and convenience store chains, brafmed manufacturer
suppliers and distributors, and manufacturing cargsa which have operations in North America, Eerofsia and the Pacific Rim.

Recent Developments
ReposiTrai™

On February 14, 2012 the Company announced a psinipevith Levitt Partners, an internationally knowealth care and food safety-
consulting firm. The Company's association wittvittePartners resulted in the formation of GlobalpBly, which will provide a target:
solution for improving supply chain visibility fdood and drug safety. The solution, ResposiTtakis powered by the Compasytechnolog
and was developed in response to the passage &btk Safety and Modernization Act in January af20ResposiTrakM enables grocer
supermarkets, packaged goods manufacturers, fammbgsing facilities, drug stores and drug manufacsy as well as logistics partners
track and trace products and components to prodicisighout the food, drug and dietary supplemapply chains. In the event of a proc
recall, the solution quickly identifies the supmlgain path taken by the recalled product or prodochponent, and allows for the remove
affected products in a matter of minutes, rathenttveeks. Additionally, ReposiTrdl reduces risk of further contamination in the su
chain by identifying backward chaining sources &oravard chaining recipients of affected productsiear real time. On August 8, 2012,
Company announced that Global Supply had beguriittetwo implementations of ReposiTrdl at a global grocery retailer and a m
grocery wholesaler.

CVS Pharmacy, Inc.

On July 31, 2012, the Company announced a threesezaice agreement to provide selected dxased trading services to C
Pharmacy, Inc. (CVS”) through May 2015. The agreement reflects the Cogipdncus on increasing the number of retailers tise it:
software on a subscription basis, and marks thepaosis progress towards contracting with majorilestaoutside of the grocery industry. -
Company expects the subscription revenue potegéaérated from these relationships to be signifigdarger than any of the Compar
existing client hubs within the grocery industry.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The financial statements presented herein refleetdonsolidated financial position of Park City Guo Inc. and subsidiarie
including Prescient. All inter-company transacti@nd balances have been eliminated in consolidatio

Use of Estimates

The preparation of condensed consolidated finarstaements in conformity with U.S. generally adedpaccounting principl
requires management to make estimates and assusiphiat materially affect the amounts reportedhim ¢ondensed consolidated finan
statements. Actual results could differ from thesémates. The methods, estimates and judgmeat€ompany uses in applying its
critical accounting policies have a significant mepon the results it reports in its financial staénts. The SEC has defined the most ct
accounting policies as those that are most impbttathe portrayal of the Compasyfinancial condition and results, and require @oepan’
to make its most difficult and subjective judgmentdten as a result of the need to make estimafemaiters that are inheren
uncertain. Based on this definition, the Compamytst critical accounting policies include: incotages, goodwill and other loriyed asse
valuations, revenue recognition, stock-based cosgt@n, and capitalization of software developnuarsts.
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Cash and Cash Equivalents
The Company considers all short-term instrumentk & original maturity of three months or lesbéocash equivalents.
Concentration of Credit Risk and Significant Custoners

The Company maintains cash in bank deposit accowthigh, at times, may exceed federally insuredtimThe Company has t
experienced any losses in such accounts and bglieigenot exposed to any significant credit mgkcash and cash equivalents.

Financial instruments, which potentially subjea thompany to concentration of credit risk, congigharily of trade receivables.
the normal course of business, the Company providedit terms to its customers. Accordingly, then(®any performs ongoing cre
evaluations of its customers and maintains allowarfor possible losses which when realized have beéthin the range of manageme
expectations. The Company does not require codlafi®m its customers.

The Company's accounts receivable are derived fales of products and services primarily to custsne@erating multlecatior
retail and grocery stores.

During the years ended June 30, 2012 and 2011Cdnepany did not have sales to major customersekateded ten percent
revenue.

Allowance for Doubtful Accounts Receivable

The Company offers credit terms on the sale ofGbepany’s products to a significant majority of tiempanys customers ai
requires no collateral from these customers. The@amy performs ongoing credit evaluations of cugi@financial condition and maintai
an allowance for doubtful accounts receivable bageh the Company’historical experience and a specific review afoants receivable
the end of each period. As of June 30, 2012 and,2b& allowance for doubtful accounts was $220280$15,581, respectively.
Depreciation and Amortization

Depreciation and amortization of property and emdpt is computed using the straight line methodetbasn the followin
estimated useful lives:

Years
Furniture and fixture 5-7
Computer Equipmer 3
Equipment under capital leas 3
Leasehold improvemen See belo

Leasehold improvements are amortized over dherter of the remaining lease term or the eseéthaiseful life of th
improvements.

Amortization of intangible assets are computedgifiie straight line method based on the followistineated useful lives:

Years
Customer relationshiy 1C
Acquired developed softwa 5
Developed softwar 3
Goodwill See belo

Goodwill and intangible assets deemed to have inideflives are subject to annual impairment te€ither intangible assets
amortized over their useful lives.

Warranties
The Company offers a limited warranty agaswftware defects. Customers who are not completatigfied with their softwa

purchase may attempt to be reimbursed for theichages outside the warranty period. For the yeading June 30, 2012 and 2011,
Company did not incur any expense associated waitnamty claims.
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Revenue Recognition

We recognize revenue when all of the following dtiods are satisfied: (i) there is persuasive en@eof an arrangement, (ii) |
service has been provided to the customer, (i@)dbllection of our fees is probable and (iv) tineoant of fees to be paid by the custom
fixed or determinable.

We recognize subscription and hosting revenue lsataker the length of the agreement beginning endbmmencement dates of e
agreement or when revenue recognition conditioassatisfied based on their relative fair values. d&tee, subscriptions provide the custc
with access to the software and data over theriatepr on demand, and provide technical suppovices, premium analytical services .
software upgrades when and if available. Under arifitions, customers do not have the right to tpkesession of the software and ¢
arrangements are considered service contracts.réiogty, we recognize professional services asriezlibased on their relative fair values
situations where we have contractually committeariandividual customer specific technology, weededll of the revenue for that custol
until the technology is delivered and accepted.&uelivery occurs, we then recognize the reventablaover the remaining contract te
When subscription service or hosting service isl fraiadvance, deferred revenue is recognized arehte is recorded ratably over the tert
services are consumed.

Set up fees paid by customers in connectiah wiibscription services are deferred and recodniatably over the life of tt
applicable agreement.

Premium support and maintenance service revesiuderived from services beyond the basic sesvim®vided in standa
arrangements. We recognize premium service andtemaince revenue ratably over the contract tergmbiag on the commencement d:
of each contract or when revenue recognition candiitare satisfied. Instances where these sergieepaid in advance, deferred revent
recognized and revenue is recorded ratably ovetetine as services are consumed.

Professional services revenue consists priynafifees associated with application and datagrdation, data cleansing, busir
process reengineering, change management and education aiméhty services. Fees charged for professionaices are recognized wh
delivered. We believe the fees for professionalises qualify for separate accounting becausehé)services have value to the customer
standalone basis, (ii) objective and reliable evidentdad value exists for these services and (iiiyfpemance of the services is conside
probable and does not involve unique customer @anep criteria.

The Company's revenue, to a lesser extepfirised under license arrangements. Licenses ggniediude multiple elements tf
are delivered up front or over time. Vendor speoifbjective evidence of fair value of the hostimgl support elements is based on the
charged at renewal when sold separately, and ¢kade element is recognized into revenue uponeatglivThe hosting and support elem:
are recognized ratably over the contractual term.

Software Development Costs

The Company accounts for research costs ofpaten software to be sold, leased or otherwise atatk as expense ul
technological feasibility has been establishedtierproduct. Once technological feasibility is bithed, all software costs are capitalized
the product is available for general release tdoeusrs. Judgment is required in determining whetrtelogical feasibility of a product
established. We have determined that technoloépeaibility for our software products is reachedrslly after a working prototype is compl
and meets or exceeds design specifications inaudimctions, features, and technical performanauirements. Costs incurred a
technological feasibility is established have baed will continue to be capitalized until such timg when the product or enhanceme
available for general release to customers.

In July 2010, the Company reached technolbdézsibility on one new major enhancement to aistisg product offering, co
capitalized of $197,051 relating to this projectreveapitalized in fiscal year 2011. During 20121 &911 capitalized development cost
$146,166 and $113,324, respectively, were amoriiztedexpense. The Company amortizes its develapedourchased software on a straigh
line basis over three and five years, respectively.

Research and Development Costs

Research and development costs include peebansts, engineering, consulting, and contraabri@nd are expensed as incu
for software that has not achieved technologicasitality.

Income Taxes

The Company recognizes deferred tax liabdigad assets for the expected future tax consegsesfctemporary differenc
between tax bases and financial reporting basethef assets and liabilities.

Earnings Per Share

Basic net income or loss per common sfiaBasic EPS') excludes dilution and is computed by dividing meome or loss by tl
weighted average number of common shares outstmtliring the period. Diluted net income or loss pemmon share (Diluted EPS")
reflects the potential dilution that could occusibck options or other contracts to issue shafesmmon stock were exercised or conve
into common stock. The computation of Diluted EdR#s not assume exercise or conversion of secuthi would have an a-dilutive



effect on net income (loss) per common share.
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For the year ended June 30, 2012 and 201broptind warrants to purchase 62,880 and 589,29@sslod common stoc
respectively, were not included in the computatidérdiluted EPS due to the amdilutive effect. Options and warrants to purchakares ¢
common stock were outstanding at prices ranging f4.80 to $2.50 per share at June 30, 2012.

For the year ended June 30, 2012 and 20115388 and 3,256,334 shares of common stock issugi®n conversion of t
Company’s Series A Convertible Preferred StoclSé€ties A Preferred) and Series B Convertible Preferred StockS€ries B Preferred),
respectively, were not included in the diluted ER&ulation as the effect would have been antitidiu

Year ended Year ended

June 30, 201 June 30, 201
Dilutive effect of options and warrar - -
Weighted average shares outstanding assumingadil 11,780,00 11,212,00

Stock-Based Compensation

The Company recognizes the cost of empgl®grvices received in exchange for awards of giustruments based on the grant
date fair value of those awards. The Company dscopmpensation expense on a straligiet-basis. The fair value of options granted
estimated at the date of grant using a Black-Sshayigion pricing model with assumptions for théfiee interest rate, expected life, volatil
dividend yield and forfeiture rate.

The following table summarizes informatedvout fixed stock options and warrants outstandingune 30, 2012:

Options and Warrants Outstanding Options and Warrants Exercisable
at June 30, 201 at June 30, 201
Weighted average
remaining
Range of exercise Number contractual life Weighted average Weighted average
prices Outstanding (years) exercise prict Number exercisabl exercise price

$ 1.50 — £.5C 62,88( 144 $ 1.7 62,88( $ 1.77
62,88( 144 ¢ 1.7 62,88( ¢ 1.7

Fair Value of Financial Instruments

The Company's financial instruments consistagh, cash equivalents, receivables, payablesyascand notes payable. -
carrying amount of cash, cash equivalents, rectdgalpayables and accruals approximates fair vdleeto the shorierm nature of the:
items. The notes payable also approximate fairevhbsed on evaluations of market interest rates.

NOTE 3. LIQUIDITY AND MANAGEMENT’'S PLAN

Historically, the Company has financed its operaithrough operating revenue, loans from directwifiGers, stockholders, loa
from the Chief Executive Officer and majority shHaokler and private placements of equity securities.

At June 30, 2012, the Company had negative workiagital of $2,345,977 when compared with negatieking capital ¢
$2,395,501 at June 30, 2011. This $49,524 incr@mseorking capital is principally due to the retnent of certain notes payable.
connection with the retirement of these promisswies, the Company reduced its current notes payabbhpproximately $1.6 million. Tt
decrease in current liabilities was partially offbg an increase in deferred revenue. While norasses can be given, management curr
intends to continue to reduce its indebtednesslisexuent periods utilizing existing cash resouarebprojected cash flow from operations
addition, management may also refinance or restreatertain of the Compars/indebtedness to extend the maturities of sucbbiediness
address its short-term and loterm working capital requirements. Managementelvel that these initiatives will enable us to assli@ur det
service requirements during the next twelve mordhlsyell as fund our currently anticipated operetiand capital spending requirements.
financial statements do not reflect any adjustmehisuld cash flow from operations be insufficiemtnieet our spending and debt ser
requirements, and we are otherwise unable to mfmar restructure our indebtedness.
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NOTE 4. RECEIVABLES

Accounts receivable consist of the following at€30:

2012 2011
Accounts receivabl $ 251085 $ 2,075,35
Allowance for doubtful accounts (220,000 (15,581
$ 2,290,85 $ 2,059,77.

Accounts receivable consist of trade accounts vabé® and unbilled amounts recognized as revenuiagithe year for whic

invoices were sent subsequent to year-end.
NOTE 5. PROPERTY AND EQUIPMENT

Property and equipment are stated at cost andstafghe following at June 30:

2012 2011
Computer equipmet $ 2,236,62! $ 1,997,86
Furniture and fixture 314,82: 314,82.
Leasehold improvements 141,04. 141,04.
2,692,49 2,453,73
Less accumulated depreciation and amortization (2,133,351 (1,801,73¢
$ 559,14( $ 651,99:
Depreciation expense for the years ended June0d@, @&nd 2011 was $331,612 and $251,150, respectivel
NOTE 6. CAPITALIZED SOFTWARE COSTS
Capitalized software costs consist of the followatglune 30:
2012 2011
Capitalized software cos $ 244312i $ 2,443,122
Less accumulated amortization (2,223,880 (2,077,71E
$ 219,24t $ 365,41.
Amortization expense for the years ended June @R 2nd 2011 was $146,166 and $113,324, respactivel
Estimated aggregate amortization expense is asifsil
Year ending June 30:
2013 146,16!
2014 73,08
NOTE 7. CUSTOMER RELATIONSHIPS
Customer relationships consist of the followingane 30:
2012 2011
Customer relationshif $ 4,22316. $ 4,223,16
Less accumulated amortization (1,460,510 (1,038,194
$ 2,762,65 $ 3,184,96
Amortization expense for the years ended June @R 2nd 2011 was $422,316 and $422,316, respactivel
Estimated aggregate amortization expense is asifsil
Year ending June 30:
2013 422,311
2014 422,31t
2015 422,311
2016 422,311
2017 422,311
Thereaftel 651,07:



F-10




Table of Content

NOTE 8. ACCRUED LIABILITIES

Accrued liabilities consist of the following at JB0, 2012 and 2011:

2012 2011
Accrued stoc-based compensatic $ 506,67 $ 272,86:
Accrued compensatic 347,55: 244,49
Accrued dividend: 216,69: 212,69
Accrued other liabilitie: 165,50: 87,06¢
Accrued interes 5,901 81,94!
Unclaimed tender offer - 263,71
$ 124232 $ 1,162,77
NOTE 9. NOTES PAYABLE AND CAPITAL LEASE OBLIGATIONS
The Company had the following notes payable andtaldpase obligations at June 30, 2012 and 2011:
Notes Payable
2012 2011
Notes payable to a group of investors, interestpkey quarterly in installments of approximately S8
with an annual interest rate of 12%. $249,703heké notes has been extended and is due on Jdif,
2012. The remaining $1,288,541 was paid on JuR011. $ - $ 1,538,24
Note payable to the Compé’'s investment banker, interest payable quarterigstallments of approximate
$6,600 with an annual interest rate of 12%. Tli®mwas paid on July 1, 201 - 221,17.
Note payable to a bank, due in monthly installmesit$40,104 with an annual interest rate of 4.25Phis
note is unsecured and matures September 1, @) 584,62 1,030,00!
Note payable to a bank, due in monthly installmeft$10,355 bearing interest at 3.95% due July2034. 247,98t 350,00t
Note payable to a bank, due in monthly installmesit$9,359 bearing interest at 4.9% due Septemby
2014 239,96! 337,64
Note payable to a bank, due in monthly installmexfit$10,286 bearing interest at 4.39% due Septe2b
2014, this note is a conversion of a maltivance note payable initially put in place on Seyiter 21, 201
secured by related capital equipment purchz 264,49¢ 209,47.
Multi- Advance Note payable to a bank, interest payabhlaadnthly installments of approximately $480 v
an annual interest rate of 3.0% + LIBOR, currel25%, advances convert to 3 year term notes ayr
first term-out date will be February 2013, termasobear interest at 3.0% + Basl8 year money market re
secured by related capital equipment purchz 173,20: -
Capital Lease Obligations:
Capital lease on computer equipment, due in mortistaliments of $5,228, imputed interest rated.68%6. 41,20: 100,98
Capital lease on computer equipment, due in montisiialiments of $2,125, imputed interest rate .698. - 13,34
Capital lease on furniture and equipment, due imtilyg installments of $3,539, imputed interest rat
11.2%. - 30,43:
Capital lease on software, due in monthly instahits of $1,349, imputed interest rate of 11.7%. - 3,98:
1,551,47 3,835,29:
Less current portion of capital lease obligationd aotes payable (839,905 (2,522,40C
$ 711,57 $ 1,312,899

(@) Refinanced effective August 1, 2010, with the miflextended to September 1, 2013 and the montynent reduced to $40,104.

Maturities of notes payable and capitabts at June 30, 2012 are as follows:

Year ending June 30:
2013
2014
2015
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Capital Leases

Amortization expense related to capitalizeabés is included in depreciation expense and wh2,330 and $122,201 for the ye
ended June 30, 2012 and 2011, respectively. Ackatetlidepreciation was $643,167 at June 30, 20his accumulated amortization rele
to $736,537 of equipment purchased under capeakl@agreements of which $148,971 is still undeitaldpase at June 30, 2012.
NOTE 10. LINES OF CREDIT

The Compang’line of credit with a bank has an annual interats of 3.5% + LIBOR. The line of credit is schéxll to mature ¢
September 30, 2012. The balance on the line ditonas $1,200,000 and $1,200,000 at June 30, 28d2une 30, 2011, respectively.

NOTE 11. DEFERRED REVENUE

Deferred revenue consisted of the follagpat June 30:

2012 2011
Subscriptior $ 973,89: 400,91.
Consulting and Other Maintenance and sup 985,45¢ 1,079,11.
Maintenance and Support Consulting and other 122,10t 183,20°

$ 208145 $ 1,663,23

NOTE 12. INCOME TAXES

Deferred taxes are provided on a liabilitgthod whereby deferred tax assets are recognizetethuctible temporary differenc
and operating loss and tax credit carry forwardsdeferred tax liabilities are recognized for tdeattifferences. Temporary differences are
differences between the reported amounts of aasekdiabilities and their tax bases. Deferreddasets are reduced by a valuation allow
when, in the opinion of management, it is moreljikban not that some portion or all of the defdrtax assets will not be realized. Defe
tax assets and liabilities are adjusted for theot$f of changes in tax laws and rates on the daeactment.

Net deferred tax liabilities consist of the followgi components at June 30:

2012 2011

Deferred tax asset

NOL Carryovel $ 4493230 $ 44,614,94
Depreciatior - 37,35
Amortization 322,99: 181,77!
Allowance for Bad Debt 85,80( 6,077
Accrued Expense 225,43( 124,15
Deferred Revenu 360,02: 648,66(
Deferred tax liabilities

Depreciatior (39,43) -
Amortization - -
Valuation allowance (45,887,11) (45,612,96)
Net deferred tax ass $ - $ -

The income tax provision differs from the amountsncome tax determined by applying the US fed@rabme tax rate to pret
income from continuing operations for the yearseehdune 30, 2012 and 2011 due to the following:

2012 2011

Book Income $ (334,88) $ (80,13
Stock for Service 143,93t 360,31
Life Insurance 13,71 14,30:
Meals & Entertainmer 11,78 12,47¢
Change in deferred reven (288,639 116,54
Change in accrual and Allowan 180,99¢ 35,66
Change in depreciatic (130,649 (308,21()
NOL utilization 403,73! (146,27¢)
Change in Related Party Accru - (4,68¢€)
Valuation allowance - -

$ - $ >

At June 30, 2012, the Company had net operatirgydasyforwards of approximately $115,211,000 that mayfiget against pa
and future taxable income from the year 2010 thihoR@32. No tax benefit has been reported in thee B0, 2012 condensed consolid
financial statements since the potential tax béiefiffset by a valuation allowance of the sam®@ant.
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Due to the change in ownership provisions of the Raform Act of 1986, net operating loss carryfordgafor Federal income t
reporting purposes are subject to annual limitatioim January 2009 the Company acquired Preséipplied Intelligence, Inc., which h
significant net operating loss carry-forwards. Do€hange in ownership, Prescientiet operating loss carryforwards may be limitedoaus
in future years. The limitation will be determined a year-to-year basis.

The Company determines whether it is more likebntimot that a tax position will be sustained uprangnation based upon f
technical merits of the position. If the more-lik¢ghannot threshold is met, the Company measures thpdaition to determine the amoun
recognize in the financial statements. The Comg@erjormed a review of its material tax positionsaccordance with these recognition
measurement standards.

The Company has concluded that there are no signifiuncertain tax positions requiring disclosumed there are not matel
amounts of unrecognized tax benefits.

The Company includes interest and penalties ariéiogh the underpayment of income taxes in the consdé consolidate
statements of operations in the provision for inedmxes. As of June 30, 2012, the Company hadcomed interest or penalties relate
uncertain tax positions.

The Company files income tax returns in the U.Slefal jurisdiction and various state jurisdictiongith few exceptions, tt
Company is no longer subject to U.S. federal, stattlocal income tax examinations by tax auttesifor years before June 30, 2007.

NOTE 13. COMMITMENTS AND CONTINGENCIES
Operating Leases

In August 2006, the Company entered into diteflease at 3160 Pinebrook Drive, Park City, U#a#4098. The Company
leased approximately 10,000 square feet for a gexidhree years. The original lease expired ivédober 2009. In May 2009, the Comp
and its landlord extended the commercial leaseafperiod of 36 months commencing November 15, 200% monthly rent is $12,134 |
month plus praated property taxes. On September 19, 2012 tmep@ny entered into a seven year office lease feftagation of its office t
the Wells Fargo Building, located at 299 So. Matre&, Salt Lake City, Utah.

Minimum future rental payments under tba4cancelable operating leases are as follows:

Year ending June 3i

2013 $ 147,23
2014 $ 150,99
2015 $ 155,54,
2016 $ 160,21!
2017 $ 165,02:

From time to time the Company may enter imt@xt from diminutive operating lease agreementsequipment such as copie
temporary back up servers, etc. These leases ag agnaterial amount and thus will not in the rEg@te have a material adverse effect ol
business, financial condition, results of operatofiquidity.

Series A Preferred Dividend

The Company’s Series A Preferred curreatlgrues dividends payable in cash or in kind atrétte of 5% per annum Dividenc
Rate”). The Dividend Rate increases to 10% per annuithé event the average closing price of the Coryigatommon stock during the |
thirty trading days of any calendar quarter is léss $3.00 per share (Dividend Adjustmerni). A holder of Series A Preferred has noti
the Company that a Dividend Adjustment is requisd result of the average closing price of the gay's common stock for the thirtay
period ended March 31, 2012. Management disagséthsthe method of calculation used by the holded &elieves that the Companry’
calculation determining that a Dividend Adjustmenhot required is reasonable, and that an ultirdatermination that an alternative met
should be employed is doubtful. The pro-formadcdftd a Dividend Adjustment is shown in the tabéddov:

Fiscal Year Ended June 30, 2012 Variance

As Reported Pro-forma Dollars Percent
Dividends on Series A Preferr: $ 340,37" $ 512,80: $ 172,42 50.7%
Net loss applicable to common shareholc $ (1,693,354 $ (1,865,781 $ (172,427 -10.2%
Basic and diluted loss per share $ (0.14 $ (0.16 $ (0.02 -10.2%
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NOTE 14. EMPLOYEEE BENEFIT PLAN

The Company offers an employee benefit plaseuBenefit Plan Section 401(k) of the Internal &awe Code. In May of 20(
the Company changed its 401(k) provider and trufstee Fiserv/Alliance Benefit Group to Fidelity lastments. Employees who have atta
the age of 18 are eligible to participate. The @any, at its discretion, may match emplogeebntributions at a percentage determ
annually by the board of directors. The Compangsdaot currently match contributions. There wereerpenses for the years ended Jun
2012 and 2011.

NOTE 15. STOCK COMPENSATION PLAN
Officers and Directors Stock Compensation

Effective November 2008, the Board of Direstapproved the following compensation for director® are not employed by 1
Company:

° Annual cash compensation of $10,000 payable atatieeof $2,500 per quarter. The Company has gie t© pay this amount in t
form of shares of common stock of the Comps

° Upon appointment, outside directors receive antgd $75,000 payable in shares of the Compang'stricted common stc
calculated based on the market value of the shafreemmon stock on the date of grant. The shaess ratably over a five ye
period.

° Reimbursement of all travel expenses related tiopaance of Director duties on behalf of the Compar
Officers, Key Employees, Consultants andii2ctors Stock Compensation.

In August 2012, the Board of Directors anoed the 2011 Stock Plan (theAmended 2011 Plaf). Under the terms of tl
Amended 2011 Plan, officers, key employees, coastdtand directors of the Company are eligibleddigipate. The maximum aggreg
number of shares of common stock that may be glanteler the 2011 Plan was increased from 250,0@@eshto 500,000 shares.
Committee of independent members of the CommaBgdard of Directors administers the 2011 Plane €kercise price for each share
common stock purchasable under any incentive siptibn granted under the 2011 Plan shall be nesttlesn 100% of the fair market value
the common stock, as determined by the stock exyghan which the common stock trades on the daggauit. If the incentive stock optior
granted to a shareholder who possesses more thamflithe Company's voting power, then the exengigee shall be not less than 110% of
fair market value on the date of grant. Each apsball be exercisable in whole or in installmesgsdetermined by the Committee at the
of the grant of such options. All incentive stoggtions expire after 10 years. If the incentivecktoption is held by a shareholder \
possesses more than 10% of the Company's votingmdhen the incentive stock option expires aftee fyears. If the option holder
terminated, then the incentive stock options gimtesuch holder expire no later than three moafter the date of termination. For opt
holdersgranted incentive stock options exercisable forfite time during any fiscal year and in excesss®00,000 (determined by the 1
market value of the shares of common stock as efgtiant date), the excess shares of common st@tkrsit be deemed to be purche
pursuant to incentive stock options.

A schedule of the options and warrantivigtfor the years ended June 30, 2012 and 204% i®llows:

Number of Number of Price per
Options Warrants share
Outstanding at June 30, 20 14,88( 843,62 $ 1.5¢-4.0C
Grantec - 337,16’ () 4.2t
Exercisec - (269,206 3.65-4.0C
Cancellec - (337,167(1) 4.00
Expired - - -
Outstanding at June 30, 20 14,88( 574,41t $ 1.5(-4.2¢
Grantec - - -
Exercisec (800; (148,953 2.5(-4.2¢
Cancellec - - -
Expired (1,200 (375,463 2.5(-4.2¢
Outstanding at June 30, 20 12,88( 50,00 $ 1.5¢-1.8C

() 337,167 shares were extended and exerciseipcieased to $4.25
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NOTE 16. RECENT ACCOUNTING PRONOUNCEMENTS

In December 2011, the FASB issued ASU 201, Balance Sheet (Topic 210): Disclosures about GifgpAssets and Liabilities
an update to the authoritative guidance which meguilisclosure information about offsetting anated arrangements for financial instrum
and derivative instruments. The guidance providgdhiis update becomes effective for the Companthanfirst quarter of fiscal 2014. T
adoption of this updated authoritative guidancend$ expected to have a significant impact on thenganys Condensed Consolida
Financial Statements.

December 2011, the FASB issued ASU 2011d@mprehensive Income (Topic 220): Deferral of théedfive Date fc
Amendments to the Presentation of Reclassificataindems Out of Accumulated Other Comprehensieene in Accounting Standa
Update No. 2011-05an update to the authoritative guidance which detlee effective date of the presentation of rediaation adjustmen
out of accumulated other comprehensive income.gtiigance provided by this update becomes effeftivthe Company in the first quarter
fiscal 2013. The adoption of this updated authtivéaguidance is not expected to have a signifigamgact on the Company’Condense
Consolidated Financial Statements.

In July 2012, the FASB issued ASU 20124@2angibles—Goodwill and Other (Topic 350): TestimglefiniteLived Intangibli
Assets for Impairmer("ASU 2012902"), which permits an entity to make a qualitatassessment of whether it is more likely than hat the
fair value of a reporting unit's indefinite-livedtangible asset is less than the asset's carnahge \before applying the twatep goodwil
impairment model that is currently in place. Ifist determined through the qualitative assessmattttie fair value of a reporting un
indefinitedived intangible asset is more likely than not geeahan the asset's carrying value, the remaimmgairment steps would
unnecessary. The qualitative assessment is optialh@ving companies to go directly to the quaniti&assessment. ASU 2002-is effectivi
for the Company for annual and interim indefiriteed intangible asset impairment tests performedimning July 1, 2013, however, e:
adoption is permitted. The Company is currentlylegating the impact ASU 20102 will have on its Condensed Consolidated Find
Statements.

NOTE 17. SUBSEQUENT EVENTS

On September 4, 2012, the Company announcaditth Board of Directors has approved a sharerofyase program (the
Repurchase Prograr") of up to $2.0 million of the Company's commoanc#t over the next two years, or such other datéchever is earlie
when the Repurchase Program is revoked or varigdéoBoard of Directors.

The size, scope and timing of any purchasegmtine Repurchase Program will be based on bussinesrket and other conditic
and factors, including price, regulatory and cacttral requirements or consents, and capital avéiffabThe Repurchase Program is inten
to be implemented through purchases made from tiintiee using a variety of methods, which may idellopen market purchases, priva
negotiated transactions, or by any combinationushsmethods, in compliance with applicable insittading and other securities laws
regulations. The Repurchase Program does not oblidee Company to acquire any particular numbeshadres of common stock. 1
Repurchase Program may be suspended, modifiedayrdinued at any time at the Company's discretitimout prior notice.



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference iniRegion Statement No. 333-183600 on Forr8 8f Park City Group, Inc. of our rep
dated September 25, 2012, relating to our audih@fconsolidated financial statements which appeénis Annual Report on Form 1-of
Park City Group, Inc. for the years ended Jun&8@1 and 2012.

/s/ HJ & Associates, LLC
HJ & Associates, LLC
Salt Lake City, Utah
September 25, 2012




Exhibit 31.1

Park City Group, Inc. & Subsidiaries
Certification Of Principal Executive And Principal Financial Officer
Pursuant To Section 302 Of The Sarbanes-Oxley ActfQ002

I, Randall K. Fields, certify that:

1.

2.

Date:

| have reviewed this annual report omi0-K for the period ended June 30, 2012 of Rtk Group, Inc.;

Based on my knowledge, this annual report doescantain any untrue statement of a material facbroit to state a material fe
necessary to make the statements made, in ligktteotircumstances under which such statements made, not misleading wi
respect to the period covered by this annual re

Based on my knowledge, the financial statementd, ather financial information included in this amhueport, fairly present in i
material respects the financial condition, resafteperations and cash flows of the registrantfaarad for, the periods presented in
annual report

The registran$’ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢k)) and internal control over financial repagtifas defined in Exchange Act Rt
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresaused such disclosure controls and procedureg tesigned under 1
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

b. Designed such internal control over financial réjpgr or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amseraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataoce with generally accepted accounting princjj

c. Evaluated the effectiveness of the registrantsl@isire controls and procedures and presentedsimgport our conclusions ab:
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered Isyrédport based on sL
evaluation; ant

d. Disclosed in this annual report any change in #gistrant's internal control over financial repuogtithat occurred during t
registrant's most recent fiscal year that has nadiieaffected, or is reasonably likely to matelyahffect, the registrant's inten
control over financial reporting

The registrang’ other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitacmmmittee of registrant's board of directors fersons performing the equival
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controlsioli are reasonably likely
adversely affect the registrant's ability to re¢gnabcess, summarize and report financial inforamtand

b. Any fraud, whether or not material, that involvesmagement or other employees who have a signifiggatin the registran
internal control over financial reportin

September 25, 2012

/s/ Randall K. Field:

Principal Executive Officer, CEO



Exhibit 31.2

Park City Group, Inc. & Subsidiaries
Certification Of Principal Executive And Principal Financial Officer
Pursuant To Section 302 Of The Sarbanes-Oxley ActfQ002

I, Edward L. Clissold, certify that:

1.

2.

Date:

| have reviewed this annual report omi0-K for the period ended June 30, 2012 of Rtk Group, Inc.;

Based on my knowledge, this annual report doescantain any untrue statement of a material facbroit to state a material fe
necessary to make the statements made, in ligktteotircumstances under which such statements made, not misleading wi
respect to the period covered by this annual re

Based on my knowledge, the financial statementd, ather financial information included in this amhueport, fairly present in i
material respects the financial condition, resafteperations and cash flows of the registrantfaarad for, the periods presented in
annual report

The registran$’ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢k)) and internal control over financial repagtifas defined in Exchange Act Rt
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresaused such disclosure controls and procedureg tesigned under 1
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this annual report is lgeprepared

b. Designed such internal control over financial réjpgr or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable amseraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataoce with generally accepted accounting princjj

c. Evaluated the effectiveness of the registrantsl@isire controls and procedures and presentedsimgport our conclusions ab:
the effectiveness of the disclosure controls aratguiures, as of the end of the period covered Isyrédport based on sL
evaluation; ant

d. Disclosed in this annual report any change in #gistrant's internal control over financial repuogtithat occurred during t
registrant's most recent fiscal year that has nadiieaffected, or is reasonably likely to matelyahffect, the registrant's inten
control over financial reporting

The registrang’ other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitacmmmittee of registrant's board of directors fersons performing the equival
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controlsioli are reasonably likely
adversely affect the registrant's ability to re¢gnabcess, summarize and report financial inforamtand

b. Any fraud, whether or not material, that involvesmagement or other employees who have a signifiggatin the registran
internal control over financial reportin

September 25, 2012

/s/ Edward L. Clissol

General Counsel, Principal Financial Officer, CFO



Exhibit 32.1

Park City Group, Inc. & Subsidiaries
Certification Pursuant To
18 U.S.C. Section 1350, As Adopted Pursuant To
Section 906 Of The Sarbanes-Oxley Act Of 2002

In connection with the annual Report of Park Citp@, Inc. (the ‘Company’) on Form 10K for the year ending June 30, 201:
filed with the Securities and Exchange Commissiorithe date hereof (theReport”), |, Randall K. Fields, Principal Executive Officef the
Company and |, Edward L. Clissold, Principal Finah©fficer of the Company, do hereby certify, puaat to 18 U.S.C. Section 1350,
adopted pursuant to section 906 of the Sarbanesy@dt of 2002, that to my knowledge:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934; anc
2. The information contained in the Report fairly pmets, in all material respects, the financial ctadiand result of operations of
Company.

Dated: September 25, 2012

/s/ Randall K. Fields
Principal Executive Officer, CEO

Dated: September 25, 2012

/s/ Edward L. Clissol
General Counsel, Principal Financial Officer, C




