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PART I: FINANCIAL INFORMATION
 
ITEM 1. FINANCIAL STATEMENTS.
 

Dataram Corporation and Subsidiaries
Consolidated Balance Sheets

January 31, 2014 and April 30, 2013
 

  
January 31,

2014  
April 30,

2013
  (Unaudited)  (Note 1)
Assets         
Current assets:         

Cash and cash equivalents  $ 333  $ 324,235 
Accounts receivable, less allowance for doubtful accounts and sales returns of

$220,000 at January 31, 2014 and $200,000 at April 30, 2013   2,658,672   2,884,653 
Inventories   2,272,201   2,903,054 
Note receivable   —     275,000 
Other current assets   65,831   81,283 
Total current assets   4,997,037   6,468,225 

         
Property and equipment, at cost:         

Machinery and equipment   450,963   11,732,970 
Leasehold improvements   607,867   607,867 
   1,058,830   12,340,837 
Less: accumulated depreciation and amortization   816,867   11,916,197 
Net property and equipment   241,963   424,640 

         
Other assets   49,210   55,742 
Intangible assets, net of accumulated amortization   10,566   132,966 
Goodwill   1,083,555   1,083,555 
  $ 6,382,331  $ 8,165,128 
Liabilities and Stockholders' Equity         
Current liabilities:         

Note payable-revolving credit line  $ 1,742,371  $ 1,876,128 
Accounts payable

  1,097,374   947,552 
Accrued liabilities   1,013,365   684,509 
Due to related party – current portion   400,000   400,000 
Total current liabilities   4,253,110   3,908,189 

         
Due to related party – long term   466,667   1,266,667 

         
Total liabilities   4,719,777   5,174,856 

         
Commitments and contingencies         
         
Stockholders' equity:         
Common stock, par value $1.00 per share.         

Authorized 54,000,000 shares; issued and outstanding 2,104,662 at January 31, 2014
and 1,754,662 at April 30, 2013   2,104,662   1,754,662 

Additional paid-in capital   19,676,821   19,287,931 
Accumulated deficit   (20,118,929)   (18,052,321)
Total stockholders' equity   1,662,554   2,990,272 

         
  $ 6,382,331  $ 8,165,128 
 
See accompanying notes to consolidated financial statements.
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Dataram Corporation and Subsidiaries Consolidated Statements of Operations
Three and Nine Months Ended January 31, 2014 and 2013

(Unaudited)
 

  2014  2013

  
Three

Months  
Nine

Months  
Three

Months  
Nine

Months
         
Revenues  $ 7,641,079  $ 22,418,038  $ 6,438,961  $ 21,396,469 
                 
Costs and expenses:                 

Cost of sales   6,223,013   17,869,323   4,928,798   17,005,203 
Engineering   303,942   922,961   152,388   548,224 
Selling, general and administrative   1,910,085   5,580,085   2,069,826   6,613,321 
Gain on asset disposal   (17,916)   (120,916)   —     —   

   8,419,124   24,251,453   7,151,012   24,166,748 
                 
Loss from operations   (778,045)   (1,833,415)   (712,051)   (2,770,279)
                 
Other income (expense):                 

Interest expense, net   (69,831)   (245,826)   (73,586)   (216,336)
Currency gain (loss), net   1,090   12,633   3,974   (18,522)

Total other expense, net   (68,741)   (233,193)   (69,612)   (234,858)
                 
Loss before income taxes   (846,786)   (2,066,608)   (781,663)   (3,005,137)
                 
Income tax expense   —     —     —     —   
Net loss  $ (846,786)  $ (2,066,608)  $ (781,663)  $ (3,005,137)
                 
Net loss per share of common stock                 

Basic  $ (.40)  $ (1.08)  $ (.44)  $ (1.68)
Diluted  $ (.40)  $ (1.08)  $ (.44)  $ (1.68)

 
See accompanying notes to consolidated financial statements.
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Dataram Corporation and Subsidiaries
Consolidated Statements of Cash Flows

Nine Months Ended January 31, 2014 and 2013
(Unaudited)

 
  2014  2013
Cash flows from operating activities:         

Net loss  $ (2,066,608)  $ (3,005,137)
Adjustments to reconcile net loss to net cash used in operating activities:         

Gain on sale of property and equipment   (120,916)   —   
Depreciation and amortization   266,400   327,700 
Bad debt expense   174,859   57,888 
Stock-based compensation expense   43,399   205,033 
Changes in assets and liabilities:         

Decrease in accounts receivable   326,122   238,838 
Decrease in inventories   630,853   19,435 
Decrease (increase) in other current assets   15,452   (46)
Decrease (increase) in other assets   6,532   (1,086)
Increase (decrease) in accounts payable   149,822   (386,516)
Decrease in accrued liabilities   (11,551)   (122,802)

Net cash used in operating activities   (585,636)   (2,666,693)
Cash flows from investing activities:         

Acquisition of business   —     (68,521)
Additions to property and equipment   —     (5,950)
Proceeds from sale of property and equipment   500,000   —   
Issuance of note receivable   —     (750,000)

Net cash provided by (used in) investing activities   500,000   (824,471)
Cash flows from financing activities:

        
Net proceeds (payments) under revolving credit line   (133,757)   1,351,364 
Net payments of note payable to related party   (800,000)   (233,333)
Net proceeds from sale of common shares   695,491   —   
Purchase of treasury stock   —     (142,262)

Net cash (used in) provided by financing activities   (238,266)   975,769 
         
Net decrease in cash and cash equivalents   (323,902)   (2,515,395)
         
Cash and cash equivalents at beginning of period   324,235   3,274,741 
         
Cash and cash equivalents at end of period  $ 333  $ 759,346 
         
Supplemental disclosures of cash flow information:         

Cash paid during the period for:         
Interest  $ 256,665  $ 146,824 

 
See accompanying notes to consolidated financial statements.
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Dataram Corporation and Subsidiaries
Notes to Consolidated Financial Statements

January 31, 2014 and 2013
(Unaudited)

 
(1) Description of Business and Significant Accounting Policies
 
Dataram Corporation (“the Company”) is a developer, manufacturer and marketer of large capacity memory products primarily
used in high-performance network servers and workstations. The Company provides customized memory solutions for original
equipment manufacturers (OEMs) and compatible memory for leading brands including Dell, HP, IBM and Sun Microsystems
as well as a line of memory products for Intel and AMD motherboard based servers. The Company has also developed memory
for the consumer market which is sold as AMD branded memory and sold through online retailer. In addition the Company
develops and markets proprietary software.
 
The Company’s memory products are sold worldwide to OEMs, distributors, value-added resellers and end-users. The Company
has one leased manufacturing facility in the United States with sales offices in the United States and Europe.
 
The Company is an independent memory manufacturer specializing in high-capacity memory and competes with several other
large independent memory manufacturers as well as the OEMs mentioned above. The primary raw material used in producing
memory boards is dynamic random access memory (DRAM) chips. The purchase cost of DRAMs is the largest single
component of the total cost of a finished memory board. Consequently, average selling prices for computer memory boards are
significantly dependent on the pricing and availability of DRAM chips.
 
Liquidity and Basis of Presentation
 
The information for the three and nine months ended January 31, 2014 and 2013 is unaudited, but includes all adjustments
(consisting of normal recurring adjustments) which, in the opinion of management, are necessary to state fairly the financial
information set forth therein in accordance with accounting principles generally accepted in the United States of America. The
interim results are not necessarily indicative of results to be expected for the full fiscal year. These financial statements should be
read in conjunction with the audited financial statements for the year ended April 30, 2013 included in the Company’s 2013
Annual Report on Form 10-K filed with the Securities and Exchange Commission. The April 30, 2013 balance sheet has been
derived from these statements.
 
The Company's financial statements are prepared using the accrual method of accounting in accordance with accounting
principles generally accepted in the United States of America and have been prepared on a going concern basis, which
contemplates the realization of assets and the settlement of liabilities in the normal course of business. For the fiscal years ended
April 30, 2013, 2012 and 2011, the Company incurred losses in the amounts of approximately $4,625,000, $3,259,000 and $
4,634,000, respectively. For the nine months ended January 31, 2014 the Company has incurred losses of approximately
$2,067,000 and used approximately $586,000 cash from operations.
 
As discussed in Note 9, the Company entered into financing agreements to address short-term liquidity needs. Also, as discussed
in Note 10, on May 11, 2011 and September 18, 2013, the Company entered into securities purchase agreements with different
investors. Management believes that the aggregate $3,500,000 available under its credit facility combined with current projected
losses will not be sufficient to meet its current obligations and the Company will need to raise additional capital through
borrowings or sales of equity securities. There can be no assurance that the Company will be able to obtain borrowings or
complete a sale of additional equity securities at terms acceptable to the Company, or at all. The Company is considering calling
a Special Meeting of its shareholders to approve the sale of securities above the 20% NASDAQ limitation as well as approval to
issue preferred stock. If the Company is able to get shareholder approval, the ability to sell additional common shares, issue
preferred shares and obtain financing from convertible debt instruments will be less constrictive. In addition, the Company is
considering lowering the exercise price of its outstanding warrants to encourage the exercise of those warrants.
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Our continuation as a going concern is dependent upon obtaining the additional working capital necessary to sustain our
operations. Our future is dependent upon our ability to obtain financing, raise additional capital through the sales of equity and or
debt securities and upon future profitable operations. There is no assurance that our current operations will be profitable or we
will raise sufficient funds to continue operating.
 
If current and projected revenue growth does not meet estimates, the Company may continue to choose to raise additional capital
through debt and/or equity transactions, reduce certain overhead costs through the deferral of salaries and other means, and settle
liabilities through negotiation. Currently, the Company does not have any commitments or assurances for additional capital, nor
can the Company provide assurance that such financing will be available to it on favorable terms, or at all. These factors raise
substantial doubt about the Company’s ability to continue as a going concern. The financial statements do not include any
adjustments relating to the recoverability and classification of recorded assets, or the amounts of and classification of liabilities
that might be necessary in the event we cannot continue in existence. The Company intends to raise additional capital through
bank financing and additional sales of equity and/or debt securities in the current fiscal year. Specifically, the Company intends
to sell the remaining shares available under its S-3 registration statement, which expires April 10, 2014, and provide incentives
to warrant holders to exercise their warrants. In addition, the Company intends to negotiate an inventory line of credit that will
provide sufficient cash to satisfy its debt to the related party resulting in reduced interest cost and provide $400,000 of working
capital each year for the next two years. There can be no assurance that the Company will be successful in closing these
transactions or raise sufficient cash to meet its obligations through fiscal 2014. On March 20, 2014, the Company and certain
investors entered into a common stock purchase agreement. The net proceeds to the Company from the Offering, after deducting
placement agent fees and the estimated offering expenses borne by the Company, is approximately $583,000. Also, on March 20,
2014, certain institutional holders of warrants issued in connection with the sale of units on September 23, 2013, exercised
86,100 warrants at the exercise price of $3.50 per share resulting in net proceeds of approximately $301,350. Management
projects the Company currently has sufficient cash and borrowing availability after considering proceeds received from the
equity transaction described more fully in Note 15, to last into the fiscal quarter ending October 31, 2014.
 
Plan of Operation
 
The Company has been experiencing losses due to the decline and instability of DRAM prices and the historical investment in
XcelaSAN. It is uncertain how long the current level of DRAM pricing will continue, or whether or when prices will rise in the
near future. Until such time that the Company can raise prices, it will continue to seek alternative methods of generating profits
and cash flow. For example, the Company continues to pursue product diversification, either by development or as a contract
manufacturer. Additionally, the Company will continue to identify joint ventures, strategic partnerships and business
combination opportunities. There can be no assurance that any of these initiatives will mature to profitability and positive cash
flow, or even occur. During fiscal 2013, the Company signed three agreements with AMD for the sale of AMD branded
products. The products fall into three categories; RAMDisk software; consumer memory for the gaming and entertainment
industries; and server memory for AMD and other servers. The Company is working to expand sales of all three product
offerings through expansion with current etailers and adding new etailers.   Newegg was the first etailer and has been selling all
three products online for months. Canada Computer is selling the consumer and RAMDisk product lines. Microcenter, Amazon
NCIX, Memory Express and Tiger Direct all sell the consumer line of products. Discussions are progressing to add the server
and RAMDisk product lines to all of their websites and with new etailers. The Company also is expanding its consumer memory
outlets and the development of software to complement RAMDisk in other areas of caching.
 
Stock Split
 
On January 31, 2013, the Company filed a proxy statement with the Securities and Exchange Commission for the purpose of
calling a special meeting of its stockholders. The Board of Directors asked the stockholders to approve the Board’s action in
effecting a reverse split of its Common Stock at a ratio of no less than 1 for 3 and no greater than 1 for 6. The meeting was held
at the Company’s offices on March 13, 2013. The stockholders approved the action and immediately following the meeting, the
Board of Directors voted to affect a reverse split of its common stock at the ratio of 1 for 6. The split shares were effective with
the opening of trading on March 15, 2013. Relevant financial data has been adjusted in this report to reflect the 1 for 6 reverse
stock-split.
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Principles of Consolidation
 
The consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America and include the accounts of the Company and its wholly-owned subsidiaries. All significant
intercompany transactions and balances have been eliminated in consolidation.
 
Use of Estimates
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
including deferred tax asset valuation allowances and certain other reserves and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Estimates
and assumptions are reviewed periodically and the effects of revisions are reflected in the consolidated financial statements in the
period they are determined to be necessary. Some of the more significant estimates made by management include the allowance
for doubtful accounts and sales returns, the collectability of note receivable, the deferred income tax asset valuation allowance
and other operating allowances and accruals. Actual results could differ from those estimates.
 
Engineering and Research and Development
 
Research and development costs are expensed as incurred, including Company-sponsored research and development and costs of
patents and other intellectual property that have no alternative future use when acquired and in which we had an uncertainty in
receiving future economic benefits. Development costs of a computer software product to be sold, leased, or otherwise marketed
are subject to capitalization beginning when a product’s technological feasibility has been established and ending when a product
is available for general release to customers. Technological feasibility of a computer software product is established when all
planning, designing, coding and testing activities that are necessary to establish that the product can be produced to meet its
design specifications (including functions, features and technical performance requirements) are completed.
 
Advertising
 
Advertising is expensed as incurred and amounted to approximately $25,000 and $115,000 in the three and nine months periods
ended January 31, 2014, respectively verses approximately $33,000 and $100,000 in the comparable prior year periods.
 
Income Taxes
 
The Company utilizes the asset and liability method of accounting for income taxes in accordance with the provisions of the
“Expenses – Income Taxes Topic” of the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”). Under the asset and liability method, deferred income tax assets and liabilities are recognized for the estimated future
tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases. A valuation allowance is provided when it is more likely than not that some portion or all of the
deferred income tax assets will not be realized. The Company considers certain tax planning strategies in its assessment as to the
recoverability of its tax assets. Deferred income tax assets and liabilities are measured using enacted tax rates in effect for the
year in which those temporary differences are expected to be recovered or settled. The effect on deferred income tax assets and
liabilities of a change in tax rates is recognized in earnings in the period that the tax rate changes. The Company recognizes, in its
consolidated financial statements, the impact of a tax position, if that position is more likely than not to be sustained on audit,
based on technical merits of the position.  There are no material unrecognized tax positions in the financial statements. As of
January 31, 2014, the Company had Federal and State net operating loss (“NOL”) carry-forwards of approximately $23,500,000
and $21,800,000, respectively. These can be used to offset future taxable income and expire between 2023 and 2033 for Federal
tax purposes and 2016 and 2033 for State tax purposes. The Company’s NOL carry-forwards are a component of its deferred
income tax assets which are reported net of a full valuation allowance in the Company’s consolidated financial statements at
January 31, 2014 and April 30, 2013.
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Net Loss per Share
 
Basic net loss per share is computed by dividing the net loss by the weighted average number of shares of common stock issued
and outstanding during the period. The calculation of diluted loss per share for the three and nine months ended January 31, 2014
and 2013 includes only the weighted average number of shares of common stock outstanding. The denominator excludes the
dilutive effect of stock options and warrants outstanding as their effect would be anti-dilutive. The following presents a
reconciliation of the numerator and denominator used in computing basic and diluted net loss per share for the three and nine
month periods ended January 31, 2014 and 2013. The January 31, 2013 three and nine month amounts shown have been
adjusted to reflect the reverse 1-for-6 stock split effective March 18, 2013.
 
  Three Months ended January 31, 2014
  Loss  Shares  Per share
  (numerator)  (denominator)  amount
       
Basic net loss per share – net loss and weighted average common shares
outstanding  $ (846,786)   2,104,662  $ (.40)
             
Effect of dilutive securities – stock options   —     —     —   
Effect of dilutive securities – warrants   —     —     —   
             
Diluted net loss per share – net loss, weighted average common shares
outstanding and effect of stock options and warrants  $ (846,786)   2,104,662  $ (.40)
 
  Three Months ended January 31, 2013
  Loss  Shares  Per share
  (numerator)  (denominator)  amount
       
Basic net loss per share – net loss and weighted average common shares
outstanding  $ (781,663)   1,782,925  $ (.44)
             
Effect of dilutive securities – stock options   —     —     —   
Effect of dilutive securities – warrants   —     —     —   
             
Diluted net loss per share – net loss, weighted average common shares
outstanding and effect of stock options and warrants  $ (781,663)   1,782,925  $ (.44)
 
  Nine Months ended January 31, 2014
  Loss  Shares  Per share
  (numerator)  (denominator)  amount
       
Basic net loss per share – net loss and weighted average common shares
outstanding  $ (2,066,608)   1,919,517  $ (1.08)
             
Effect of dilutive securities – stock options   —     —     —   
Effect of dilutive securities – warrants   —     —     —   
             
Diluted net loss per share – net loss, weighted average common shares
outstanding and effect of stock options and warrants  $ (2,066,608)   1,919,517  $ (1.08)
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  Nine Months ended January 31, 2013
  Loss  Shares  Per share
  (numerator)  (denominator)  amount
       
Basic net loss per share – net loss and weighted average common shares
outstanding  $ (3,005,137)   1,784,898  $ (1.68)
             
Effect of dilutive securities – stock options   —     —     —   
Effect of dilutive securities – warrants   —     —     —   
             
Diluted net loss per share – net loss, weighted average common shares
outstanding and effect of stock options  $ (3,005,137)   1,784,898  $ (1.68)
 

Diluted net loss per common share for the three and nine month periods ended January 31, 2014 and 2013 do not include the
effect of options to purchase 287,746 and 294,908 shares, respectively, of common stock because they are anti-dilutive. Diluted
net loss per common share for the three and nine month periods ended January 31, 2014 and 2013 do not include the effect of
warrants to purchase 221,875 shares of common stock because they are anti-dilutive.

Common Stock Repurchases

On December 4, 2002, the Company announced an open market repurchase plan providing for the repurchase of up to 83,333
shares of the Company’s common stock. On April 10, 2012, the Company announced the additional authorization to repurchase
up to 138,000 shares of the Company’s common stock which at that time made a total of 166,667 shares available for purchase.
The Company did not purchase shares in fiscal 2014’s nine months ended January 31, 2014. In fiscal 2013’s first quarter ended
July 31, 2012, the Company repurchased 22,942 shares for a total cost of $142,262. The 22,942 shares purchased were cancelled
in fiscal 2013. In fiscal 2012 the Company repurchased 7,315 shares at a total cost of $45,299. The 7,315 shares were cancelled
in Fiscal 2012. As of January 31, 2014, the total number of shares authorized for purchase under the program is 136,408 shares.

Stock Option Expense
 
a. Stock-Based Compensation
 
The Company has a 2001 incentive and non-statutory stock option plan for the purpose of permitting certain key employees to
acquire equity in the Company and to promote the growth and profitability of the Company by attracting and retaining key
employees. In general, the plan allows granting of up to 300,000 shares of the Company’s common stock at an option price to be
no less than the fair market value of the Company’s common stock on the date such options are granted. Options granted under
the plan vest ratably on the annual anniversary date of the grants. Vesting periods for options currently granted under the plan
range from one to five years. No further options may be granted under this plan.
 
The Company also has a 2011 incentive and non-statutory stock option plan for the purpose of permitting certain key employees
and consultants to acquire equity in the Company and to promote the growth and profitability of the Company by attracting and
retaining key employees. No executive officer or director of the Company is eligible to receive options under the 2011 plan. In
general, the plan allows granting of up to 33,333 shares of the Company’s common stock at an option price to be no less than the
fair market value of the Company’s common stock on the date such options are granted. Options granted under the plan vest
ratably on the annual anniversary date of the grants. Vesting periods for options currently granted under the plan range from one
to five years. There have been 25,000 shares granted under this plan.
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The Company periodically grants nonqualified stock options to non-employee directors of the Company. These options are
granted for the purpose of retaining the services of directors who are not employees of the Company and to provide additional
incentive for such directors to work to further the best interests of the Company and its shareholders. The options granted to
these non-employee directors are exercisable at a price representing the fair value at the date of grant and expire either five or ten
years after date of grant. Vesting periods for options currently granted range from one to two years.
 
On September 23, 2010, the Company granted Mr. Sheerr, who is employed by the Company as the General Manager of the
acquired Micro Memory Bank, Inc. (“MMB”) business unit described in Note 2 and is an executive officer of the Company,
nonqualified stock options to purchase 16,667 shares of the Company’s common stock pursuant to his employment agreement.
On September 22, 2011, the Company granted Mr. Sheerr additional nonqualified stock options to purchase 16,667 shares of the
Company’s common stock, pursuant to his employment agreement. On July 19, 2012, the Company granted Mr. Sheerr
additional nonqualified stock options to purchase 16,667 shares of the Company’s common stock, also pursuant to his
employment agreement. The options granted are exercisable at a price representing the fair value at the date of grant and expire
five years after date of grant. The options vested in one year.
 
New shares of the Company's common stock are issued upon exercise of stock options.
 
As required by the “Compensation - Stock Compensation” Topic of the FASB, the accounting for transactions in which an
enterprise receives employee services in exchange for (a) equity instruments of the enterprise or (b) liabilities that are based on
the fair value of the enterprise’s equity instruments or that may be settled by the issuance of such equity instruments are
accounted for using a fair value-based method with a recognition of an expense for compensation cost related to share-based
payment arrangements, including stock options and employee stock purchase plans.
 
Our consolidated statements of operations for the three and nine month periods ended January 31, 2014 include approximately
$5,000 and $43,000 of stock-based compensation expense, respectively. Fiscal 2013’s three and nine month periods ended
January 31, 2013 include approximately $26,000 and $205,000 of stock-based compensation expense, respectively. These stock
option grants have been classified as equity instruments and, as such, a corresponding increase has been reflected in additional
paid-in capital in the accompanying consolidated balance sheets. The fair value of each stock option granted is estimated on the
date of grant using the Black-Scholes option pricing model.
 
A summary of option activity for the nine months ended January 31, 2014 is as follows:
 

  Shares  

Weighted
average
exercise 

price  

Weighted 
average

remaining
contractual

life (1)  

Aggregate 
intrinsic 

value
         
Balance April 30, 2013   311,575  $ 12.40   5.02  $ —   
                 
Granted   —     —     —     —   
Exercised   —     —     —     —   
Expired   (32,164)  $ 14.37   —     —   
Balance January 31, 2014   279,411  $ 12.17   4.47   2,500 
Exercisable January 31, 2014   254,411  $ 13.13   4.01   —   
Expected to vest January 31, 2014   265,000  $ 12.17   4.47   2,500 
 
(1) This amount represents the weighted average remaining contractual life of stock options in years.
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As of January 31, 2014, there was approximately $24,000 of total unrecognized compensation costs related to stock options.
These costs are expected to be recognized over a weighted average period of approximately fifteen months.
 
b. Other Stock Options
 
On June 30, 2008, the Company granted options to purchase 8,333 shares of the Company’s common stock to a privately held
company in exchange for certain patents and other intellectual property. The options granted are exercisable at a price of $15.60
per share, which was the fair value at the date of grant, were 100% exercisable on the date of grant and expire ten years after the
date of grant.

 
(2) Acquisition
 
On March 31, 2009, the Company acquired certain assets of MMB, a privately held corporation. MMB is a manufacturer of
legacy to advanced solutions in laptop, desktop and server memory products. Under the terms of the agreement with MMB, the
remaining portion of the purchase price was contingently payable based upon the performance of the new Company business unit
to be operated as a result of the acquisition (”MMB business unit”) and consists of a percentage, averaging 65%, payable
quarterly, over the subsequent four years from acquisition date of earnings before interest, taxes, depreciation and amortization
of the MMB business unit. The purchase price agreement expired March 31, 2013. The net assets acquired by the Company were
recorded at their respective fair values under the purchase method of accounting. The results of operations of MMB for the period
from the acquisition date, March 31, 2009, through January 31, 2014 have been included in the consolidated results of operations
of the Company.
 
(3) Related Party Transactions
 
During the three month periods ending January 31, 2014 and 2013, the Company purchased inventories for resale totaling
approximately $872,000 and $584,000, respectively, from Sheerr Memory. During the nine month periods ending January 31,
2014 and 2013, the Company purchased inventories for resale totaling approximately $2,336,000 and $2,696,000, respectively,
from Sheerr Memory, LLC (Sheerr Memory). Sheerr Memory’s owner (“Mr. Sheerr”) is employed by the Company as the
general manager of the acquired MMB business unit described in Note 2 and is an executive officer of the Company. When the
Company acquired certain assets of MMB, it did not acquire any of its inventories. However, the Company informally agreed to
purchase such inventory on an as needed basis, provided that the offering price was a fair market value price. The inventory
acquired was purchased subsequent to the acquisition of MMB at varying times and consisted primarily of raw materials and
finished goods used to produce products sold by the MMB business unit. Approximately $416,000 and $74,000, respectively, of
accounts payable in the Company’s consolidated balance sheets as of January 31, 2014 and 2013 is payable to Sheerr Memory.
Sheerr Memory offers the Company trade terms of net 30 days and all invoices are settled in the normal course of business. No
interest is paid. The Company has made further purchases from Sheerr Memory subsequent to January 31, 2014 and
management anticipates that the Company will continue to do so, although the Company has no obligation to do so. Management
believes that transactions with Keystone Memory Group are at prices and terms that are better or equal to prices and terms that
could be obtained from other suppliers.
 
During the three month periods ending January 31, 2014 and 2013, the Company purchased inventories for resale totaling
approximately $432,000 and $79,000, respectively, from Keystone Memory Group (“Keystone Memory”). During the nine
month periods ending January 31, 2014 and 2013, the Company purchased inventories for resale totaling approximately
$770,000 and $298,000, respectively, from Keystone Memory. Keystone Memory’s owner is a relative to Mr. Sheerr who is
employed by the Company as the general manager of the acquired MMB business unit described in Note 2 and is an executive
officer of the Company. The Company has made further purchases from Keystone Memory Group subsequent to January 31,
2014 and management anticipates that the Company will continue to do so, although the Company has no obligation to do so.
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On December 14, 2011, the Company entered into a Note and Security Agreement with Mr. Sheerr. The agreement provides for
secured financing of up to $2,000,000. The Company is obligated to pay monthly, interest equal to 10% per annum calculated on
a 360 day year of the outstanding loan balance. Principal is payable in sixty equal monthly installments, beginning on July 15,
2012. The Company may prepay any or all sums due under this agreement at any time without penalty. The Company has
borrowed the full $2,000,000 available under this agreement. Principal amounts due under this obligation are $33,333 per month
which began on July 15, 2012.
 
The Company amended and restated its Note and Security Agreement with Mr. Sheerr as of October 31, 2013; the Company
sold certain equipment and furniture for a purchase price of $500,000 to David Sheerr. The Company used the proceeds of the
purchase price received from David Sheerr to reduce the principal amount of the original loan by an amount equal to $500,000.
The principal amount was reduced to $966,667 at October 31, 2013. The Company is obligated to pay monthly, interest equal to
10% per annum calculated on a 360 day year of the outstanding loan balance. Principal is payable in 29 equal monthly
installments of $33,333, beginning on November 15, 2013 and subsequently on the 15th day of each month thereafter, until paid
in full. Interest expense recorded for the Note in the three and nine months ended January 31, 2014 was $22,991 and $102,213,
respectively. Interest expense recorded for the Note in the three and nine months ended January 31, 2013 was $45,991 and
$145,370, respectively. Interest payable to Mr. Sheerr on January 31, 2014 was $7,463.
 
As of October 31, 2013, the Company also entered into an agreement with Mr. Sheerr to leaseback the aforementioned
equipment and furniture that was sold to David Sheerr on October 31, 2013. The lease is for a term of 60 months and the
Company is obligated to pay approximately $7,500 per month for the term of the lease. The Company has an option to extend the
lease for an additional two year period. The transactions described have been accounted for as a sale-leaseback transaction.
Accordingly, the Company recognized a gain on the sale of assets of approximately $103,000, which is the amount of the gain on
sale in excess of present value of the future lease payments, in the quarter ended October 31, 2013. The Company recognized
$17,916 gain in the quarter ended January 31, 2014 and will recognize the remaining approximately $340,000 in proportion to
the related gross rental charged to expense over the term of the lease, 60 months.
 
(4) Cash and Cash Equivalents
 
Cash and cash equivalents consist of unrestricted cash and money market accounts.
 
(5) Accounts Receivable
 
Accounts receivable consists of the following categories:
 

  
January 31,

2014  
April 30,

2013
Trade receivables  $ 2,748,383  $ 2,961,838 
Other receivables   130,289   122,815 
Allowance for doubtful accounts and sales returns   (220,000)   (200,000)
  $ 2,658,672  $ 2,884,653 

 
(6) Inventories
 
Inventories are valued at the lower of cost or market, with costs determined by the first-in, first-out method. Inventories at
January 31, 2014 and April 30, 2013 consist of the following categories:
 

  
January 31,

2014  
April 30,

2013
Raw materials  $ 1,492,510  $ 1,425,386 
Work in process   9,889   88,603 
Finished goods   769,802   1,389,065 
  $ 2,272,201  $ 2,903,054 
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(7) Note Receivable
 
On July 30, 2012, a Convertible Senior Promissory Note was executed by and between Shoreline Memory, Inc. (“Shoreline”)
and the Company whereby the Company could lend up to $1,500,000 to Shoreline in exchange for interest payments at prime
plus 3.0% and the right to convert the amount outstanding into Common Stock of Shoreline on or before its maturity date. Each
time the Company advanced money under the note, the Company was granted 1% of the outstanding Common Stock of
Shoreline for every $100,000 advanced up to a maximum of 15%. This was in addition to the 15% allowable under the
conversion of the note and the warrant to acquire 30% of Shoreline Common Stock. The conversion is at the rate of 1% of the
outstanding Common Stock for each $100,000 converted up to a maximum of 15%. This note had a maturity date of three years
and at such time Shoreline would have had to repay the note or the Company would have had to convert the note into Common
Stock. The note was secured by all the assets of Shoreline and Shoreline Capital Management Ltd. (“Shoreline Capital”) as
guarantor. Also executed with the note was a warrant to purchase 30% of the outstanding Common Stock of Shoreline at the time
of exercise and the warrant expires sixty days after the third anniversary of the closing of the transaction. The warrant prescribed
a formula to determine the price per share at the time of exercise. If all the amounts under the note were advanced and converted
and the full warrant was exercised, the Company would have owned 60% of the outstanding Common Stock of Shoreline. The
note was executed simultaneously with a Master Services Agreement which details the parameters under which the Company and
Shoreline would have fulfilled orders from Shoreline’s primary customer. On July 31, 2012, the Company advanced $375,000
under the note and an additional $375,000 on August 1, 2012. The purpose of the loan was to fund startup expenses and to
prepay initial orders. On February 19, 2013, the Company received $50,000 from Shoreline and, on February 22, 2013, the
Company received an additional $200,000 from Shoreline as a partial repayment of their loan. On March 27, 2013, the Company
reached an agreement to terminate its relationship with Shoreline. At closing, the Company received an additional $225,000 as a
partial repayment of the loan in connection with the termination of all agreements with Shoreline. The promissory note bears
interest at the rate of 6% and is guaranteed by Shoreline Memory, Inc., Shoreline Capital Management Ltd and Trevor Folk. All
agreements with Shoreline have been terminated with the exception of the amended and restated promissory note. The remaining
$275,000 was scheduled to be repaid in accordance with the amended and restated promissory note on July 31, 2013. Shoreline
Memory defaulted on the note. The Company fully reserved the $275,000 balance on the amended and restated promissory note
at July 31, 2013. During the quarter ended October 31, 2013 the Company agreed to settle the amount due on the defaulted note
for approximately $162,000. The funds were received in escrow on October 31, 2013 and forwarded to the Company on
November 1, 2013.
 
(8) Goodwill and Intangible Assets
 
Goodwill:
 
On March 31, 2009, the Company acquired the assets of MMB for cash plus contingent consideration. The excess of
consideration paid over the net assets acquired is recorded as goodwill. We were obligated under the Asset Purchase Agreement
to make contingent payments based on the earnings of MMB through March 31, 2013.No impairments of goodwill have been
identified during any of the periods presented. Goodwill is tested for impairment on an annual basis and between annual tests if
indicators of potential impairment exist, using a fair-value-based approach. The date of our annual impairment test is
approximately March 1.
 
Intangible Assets:
 
Intangible assets with determinable lives, other than customer relationships and research and development are amortized on a
straight-line basis over their estimated period of benefit, ranging from four to five years. Research and development and
customer relationships are amortized over a two-year period at a rate of 65% of the gross value acquired in the first year
subsequent to their acquisition and 35% of the gross value acquired in the second year. We evaluate the recoverability of
intangible assets periodically and take into account events or circumstances that warrant revised estimates of useful lives or that
indicate that impairment exists. All of our intangible assets with definitive lives are subject to amortization. No impairments of
intangible assets with definitive lives have been identified during any of the periods presented.
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The Company estimates that it has no significant residual value related to its intangible assets. Acquired intangibles generally are
amortized on a straight-line basis over weighted average lives. Intangible assets amortization expense for the three and nine
months ended January 31, 2014 and 2013 totaled approximately $41,000 and $123,000 in each period, respectively. Intangible
asset amortization is included in selling, general and administrative expense. The components of finite-lived intangible assets
acquired are as follows:
 
  Weighted     
  Average  January 31,  April 30,
  Life  2014  2013
Trade names   5 Years   $ 733,000  $ 733,000 
Customer relationships   2 Years    758,000   758,000 
Non-compete agreement   4 Years    68,000   68,000 
Total gross carrying amount       1,559,000   1,559,000 
             
Less accumulated amortization expense       1,548,434   1,426,034 
Net intangible assets      $ 10,566  $ 132,966 
 
The intangible assets will be fully amortized by April 30, 2014.
 
(9) Financing Agreements
 
On July 27, 2010, the Company entered into an agreement with a financial institution for formula-based secured debt financing
of up to $5,000,000. Borrowings are secured by substantially all assets. On March 2, 2012, the agreement was amended to reduce
the amount available under the credit facility to $3,500,000. On May 17, 2012, the agreement was amended and restated. The
amended and restated documents reduced the interest rate to prime plus 6%, subject to a minimum of 9.25% and also not less
than $8,000 per month. The loan facility allows borrowing of 90% of eligible domestic receivables. In addition, the loan facility
allowed borrowing of 90% of eligible foreign receivables to a maximum of $500,000 and 25% of eligible inventory to a
maximum of 20% of the amount available on receivables. On December 18, 2012, the agreement was amended in exchange for a
fee of $7,500 to reduce the minimum Tangible Net Worth covenant to $1,300,000. On November 6, 2013, the Company entered
into a new financing agreement (the “Financing Agreement”) with Rosenthal & Rosenthal, Inc., and simultaneously terminated
the loan agreement with the financial institution and paid in full the outstanding balance and accrued interest with proceeds
received from the financing agreement.
 
On December 14, 2011, the Company entered into a Note and Security Agreement with Mr. Sheerr. The agreement provides for
secured financing of up to $2,000,000. The Company is obligated to pay monthly, interest equal to 10% per annum calculated on
a 360 day year of the outstanding loan balance. Principal is payable in sixty equal monthly installments, beginning on July 15,
2012. The Company may prepay any or all sums due under this agreement at any time without penalty. The Company has
borrowed the full $2,000,000 available under this agreement. Principal amounts due under this obligation are $33,333 per month
which began on July 15, 2012.
 
The Company amended and restated its Note and Security Agreement with Mr. Sheerr as of October 31, 2013; the Company
sold certain equipment and furniture for a purchase price of $500,000 to Mr. Sheerr. The Company used the proceeds of the
purchase price received from Mr. Sheerr to reduce the remaining principal amount of the original loan by an amount equal to
$500,000. The principal amount was reduced to approximately $866,667 at January 31, 2014. The Company is obligated to pay
monthly, interest equal to 10% per annum calculated on a 360 day year of the outstanding loan balance. Principal is payable in
29 equal monthly installments of $33,333, beginning on November 15, 2013 and subsequently on the 15th day of each month
thereafter, until paid in full. Interest expense recorded for the Note in the three and nine months ended January 31, 2014 was
$22,991 and $102,213, respectively. Interest expense recorded for the Note in the three and nine months ended January 31, 2013
was $45,991 and $145,370, respectively. Interest payable to Mr. Sheerr on January 31, 2014 was $7,463.
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As of October 31, 2013, the Company also entered into an agreement with Mr. Sheerr to leaseback the aforementioned
equipment and furniture that was sold to Mr. Sheerr on October 31, 2013. The lease is for a term of 60 months and the Company
is obligated to pay approximately $7,500 per month for the term of the lease. The Company has an option to extend the lease for
an additional two year period. The transactions described have been accounted for as a sale-leaseback transaction. Accordingly,
the Company recognized a gain on the sale of assets of approximately $103,000, which is the amount of the gain on sale in
excess of present value of the future lease payments, in the quarter ended October 31, 2013. The Company recognized $17,916 in
the quarter ended January 31, 2014 and will recognize the remaining approximately $340,000 in proportion to the related gross
rental charged to expense over the term of the lease, 60 months. The $340,000 deferred gain is reflected in accrued liabilities in
the consolidated balance sheet as of January 31, 2014.
 
On November 6, 2013, the Company entered into a new financing agreement (the “Financing Agreement”) with Rosenthal &
Rosenthal, Inc. to replace the existing loan agreement. The Financing Agreement provides for a revolving loan with a maximum
borrowing capacity of $3,500,000. The loans under the Financing Agreement mature on November 30, 2016 unless such
Financing Agreement is either earlier terminated or renewed. Loans outstanding under the Financing Agreement will bear
interest at a rate of the Prime Rate (as defined in the Financing Agreement) plus 3.25% (the “Effective Rate”) or on Over-
advances (as defined in the Financing Agreement), if any, at a rate of the Effective Rate plus 3%. The Financing Agreement
contains other financial and restrictive covenants, including, among others, covenants limiting our ability to incur indebtedness,
guarantee obligations, sell assets, make loans, enter into mergers and acquisition transactions and declare or make dividends.
Borrowings under the Financing Agreement are collateralized by substantially all the assets of the Company. The note from Mr.
Sheerr is subordinated to Rosenthal & Rosenthal, Inc. At January 31, 2014 the Company had borrowed the maximum amount of
the credit line.

(10) Securities Purchase Agreements
 
On May 11, 2011, the Company and certain investors entered into a securities purchase agreement in connection with a
registered direct offering, pursuant to which the Company agreed to sell an aggregate of 295,833 shares of its Common Stock
and warrants to purchase a total of 221,875 shares of its Common Stock to such investors for aggregate net proceeds, after
deducting fees to the Placement Agent and other offering expenses payable by the Company, of approximately $2,998,000. The
Common Stock and warrants were sold in fixed combinations, with each combination consisting of one share of Common Stock
and 0.75 of one warrant, with each whole warrant exercisable for one share of Common Stock. The purchase price was $11.28
per fixed combination. The warrants became exercisable six months and one day following the closing date of the Offering and
will remain exercisable for five years thereafter at an exercise price of $13.56 per share. The exercise price of the warrants is
subject to adjustment in the case of stock splits, stock dividends, combinations of shares and similar recapitalization transactions.
The exercisability of the warrants may be limited if, upon exercise, the holder or any of its affiliates would beneficially own
more than 4.99% of the Company’s Common Stock. After the one year anniversary of the initial exercise date of the warrants,
the Company has the right to call the warrants for cancellation for $.006 per share in the event that the volume weighted average
price of the Company’s Common Stock for 20 consecutive trading days exceeds $27.12.
 
On September 18, 2013, the Company and certain investors entered into a securities purchase agreement (the “Purchase
Agreement”) in connection with the Offering, pursuant to which the Company agreed to sell an aggregate of 350,931 shares of
its common stock and warrants to purchase a total of 350,931 shares of its common stock to such investors for aggregate gross
proceeds, before deducting fees to the Placement Agent and other estimated offering expenses payable by the Company, of
approximately $807,000. The common stock and warrants were sold in fixed combinations, with each combination consisting of
one share of common stock and one warrant, with each warrant exercisable for one share of common stock. The purchase price
was $2.30 per fixed combination. On September 23, 2013, the offering of 350,000 shares and warrants was closed with net
proceeds to the Company of $695,491 after accounting for all expenses of the offering.
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The Company’s statement of stockholder’s equity for the nine month period ended January 31, 2014 is as follows:
 

  

Number of 
Common

Shares   
Common

Stock   

Additional 
Paid-In
Capital   

(Accumulated
Deficit)   

Total
Stockholders’

Equity  
Balance at April 30, 2013   1,754,662  $ 1,754,662  $ 19,287,931  $ (18,052,321)  $ 2,990,272 
Issuance of shares under Registered Direct
Offering   350,000   350,000   345,491       695,491 
Net loss               (2,066,608)   (2,066,608)
Stock-based compensation expense           43,399       43,399 
Balance at January 31, 2014   2,104,662  $ 2,104,662  $ 19,676,821  $ (20,118,929)  $ 1,662,554 
 
(11) Financial Information by Geographic Location
 
The Company currently operates in one business segment that develops, manufactures and markets a variety of memory systems
for use with network servers and workstations which are manufactured by various companies. Revenues for the three and nine
months ended January 31, 2014 and 2013 by geographic region are as follows:
 

  

Three months
ended

January 31,
2014  

Nine months 
ended

January 31,
2014

United States  $ 6,246,904  $ 18,562,000 
Europe   830,553   2,359,604 
Other (principally Asia Pacific Region)   563,622   1,496,434 
Consolidated  $ 7,641,079  $ 22,418,038 

 

  

Three months
ended

January 31,
2013  

Nine months 
ended

January 31,
2013

United States  $ 4,572,914  $ 16,553,265 
Europe   1,217,323   3,167,483 
Other (principally Asia Pacific Region)   648,724   1,675,721 
Consolidated  $ 6,438,961  $ 21,396,469 

 
(12) Recently Adopted Accounting Guidance
 
There are no new pronouncements which affect the Company.
 
(13) Concentration of Credit Risk
 
Financial instruments that potentially subject the Company to concentration of credit risk consist primarily of cash and cash
equivalents, trade receivables and note receivable. The Company maintains its cash and cash equivalents in financial institutions
and brokerage accounts. To the extent that such deposits exceed the maximum insurance levels, they are uninsured. In regard to
trade receivables, the Company performs ongoing evaluations of its customers' financial condition as well as general economic
conditions and, generally, requires no collateral from its customers.
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(14) Commitments and contingencies
 
Leases
 
Future minimum lease payments under non-cancellable operating leases (with initial or remaining lease terms in excess of one
year) as of January 31, 2014 are as follows:
 

Year ending April 30     
Remaining in Fiscal 2014  $ 97,000 
2015   391,000 
2016   383,000 
2017   158,000 
2018   90,000 
2019   45,000 
Thereafter   —   
Total minimum lease payments  $ 1,164,000 

 
The Company has no other material commitments.
 
Legal Proceedings
 
The landlord for the property previously leased by the Company in Ivyland, Pennsylvania filed suit against the Company, which
vacated the property at the expiration of its lease, for the Company’s alleged failure to restore the property to its original
condition. The landlord is currently in possession of a security deposit in the amount of $52,000. The Ivyland litigation has
entered the discovery stage. The Company denies its liability for the restoration of the property and believes that the outcome
cannot be determined at this time. After consulting with legal counsel, management has recorded a $150,000 settlement
provision in fiscal 2014’s third quarter ended January 31, 2014.
 
(15) Subsequent Events
 
On March 13, 2014, the Company entered into a Second Supplemental Agreement to Engagement Agreement (the “Second
Supplemental Agreement”) with TriPoint Global Equities, LLC (the “Placement Agent”), pursuant to which the Placement Agent
agreed to use its reasonable best efforts to arrange for the sale of up to 219,754 shares of the Company’s common stock in a
registered direct public offering (the “Offering”). The Second Supplemental Agreement supplements that certain engagement
letter and Supplemental Agreement to Engagement Agreement dated August 29, 2013 and September 18, 2013, respectively, by
and between the Company and the Placement Agent as disclosed on the Company’s Current Report on Form 8-K filed on
September 19, 2013.
 
On March 20, 2014, the Company and a certain investor entered into a common stock purchase agreement (the “Purchase
Agreement”) in connection with the Offering, pursuant to which the Company agreed to sell an aggregate of 219,750 shares of
its common stock to such investor for aggregate gross proceeds, before deducting fees to the Placement Agent and other
estimated offering expenses payable by the Company, of approximately $659,250. The purchase price was $3.00 per share. The
Placement Agent was entitled to a cash fee of $46,148 which was equal to 7.0% of the gross proceeds paid to the Company in the
Offering. The Company also reimbursed the Placement Agent for legal and other expenses incurred by the Placement Agent in
connection with the Offering in an amount of approximately $7,500.
 
Under the Purchase Agreement, the Company has agreed with the purchaser that, subject to certain exceptions, it will not, within
the 90 days following the closing of the Offering (which period may be extended in certain circumstances), enter into any
agreement to issue or announce the issuance or proposed issuance of any securities.
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The Company has also agreed with the purchaser that from the closing date of the Offering until three years thereafter, it will not
effect or enter into an agreement to effect a “Variable Rate Transaction,” which means a transaction in which the Company:
 

• issues or sells any convertible securities either (A) at a conversion price, exercise price or exchange rate or other
price that is based upon and/or varies with the trading prices of or quotations for the shares of Common Stock at any
time after the initial issuance of such debt or equity securities, or (B) with a conversion, exercise or exchange price
that is subject to being reset at some future date after the initial issuance of such debt or equity security or upon the
occurrence of specified or contingent events directly or indirectly related to the business of the Company or the
market for the Company’s common stock (but not including any routine anti-dilution protections in any warrant or
convertible security); or

 
• enters into any agreement, including, but not limited to, an equity line of credit, whereby the Company may sell

securities at a future determined price.
 
The Company has also agreed that for a period of one year after the closing date of the Offering, the Company shall not initiate
any “at-the-market offering” as defined in Rule 415(a)(4) under the Securities Act.
 
The Company has also agreed with the purchaser if the Company issues securities within the 12 months following the closing of
the Offering, the purchaser shall have the right, on a pro-rata basis, to purchase an aggregate of 50% of all of the securities on the
same terms, conditions and price provided for in the proposed issuance of securities.
 
The Company has also agreed to indemnify the purchaser against certain losses resulting from its breach of any of its
representations, warranties, or covenants under agreements with the purchaser, as well as under certain other circumstances
described in the Purchase Agreement.
 
The net proceeds to the Company from the Offering, after deducting placement agent fees and the estimated offering expenses
borne by the Company, is approximately $583,000. After giving effect to the Offering, the Company has 2,324,416 shares of
common stock outstanding.
 
The shares were issued pursuant to a prospectus supplement dated March 20, 2014, filed with the Securities and Exchange
Commission (the “Commission”) pursuant to Rule 424(b) under the Securities Act, as part of a shelf takedown from the
Company’s registration statement on Form S-3 (File No. 333-173212), including a related prospectus, which was declared
effective by the Commission on April 28, 2011.
 
Also, on March 20, 2014, certain holders of warrants issued in connection with the sale of units on September 23, 2013,
exercised 86,100 warrants at the exercise price of $3.50 per share resulting in net proceeds of approximately $301,350. The
exercise of these warrants resulted in the issuance of 86,100 shares of the Company’s common stock.
 
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
 
The Business section and other parts of this Quarterly Report on Form 10Q (“Form 10-Q”) contain forward-looking statements,
within the meaning of the Private Securities Litigation Reform Act of 1995, that involve risks and uncertainties. Many of the
forward-looking statements are located in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.” Forward-looking statements provide current expectations of future events based on certain assumptions and include
any statement that does not directly relate to any historical or current fact. Forward-looking statements can also be identified by
words such as “future,” “anticipates,” “believes,” “estimates,” “expects,” “intends,” “plans,” “predicts,” “will,” “would,”
“could,” “can,” “may,” and similar terms. Forward-looking statements are not guarantees of future performance and the
Company’s actual results may differ significantly from the results discussed in the forward-looking statements. Factors that
might cause such differences include, but are not limited to, those discussed in Part I, Item 1A described in the Company’s most
recent Annual Report on Form 10-K under the heading “Risk Factors filed with the Securities and Exchange Commission which
can be reviewed at http://www.sec.gov. The Company assumes no obligation to revise or update any forward-looking statements
for any reason, except as required by law.
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Executive Overview
 
Dataram Corporation (“the Company”) is a developer, manufacturer and marketer of large capacity memory products primarily
used in high-performance network servers and workstations. The Company provides customized memory solutions for original
equipment manufacturers (OEMs) and compatible memory for leading brands including Dell, HP, IBM and Sun Microsystems
as well as a line of memory products for Intel and AMD motherboard based servers. The Company has also developed memory
for the consumer market which is sold as AMD branded memory and sold through online retailers. In addition the Company
develops and markets proprietary software.
 
The Company’s memory products are sold worldwide to OEMs, distributors, value-added resellers and end-users. The Company
has one leased manufacturing facility in the United States with sales offices in the United States, Europe and Japan.

 
The Company is an independent memory manufacturer specializing in high-capacity memory and competes with several other
large independent memory manufacturers as well as the OEMs mentioned above. The primary raw material used in producing
memory boards is dynamic random access memory (DRAM) chips. The purchase cost of DRAMs is the largest single
component of the total cost of a finished memory board. Consequently, average selling prices for computer memory boards are
significantly dependent on the pricing and availability of DRAM chips.
 
In fiscal 2009, the Company acquired certain assets of Micro Memory Bank, Inc. ("MMB"), a privately held corporation. MMB
is a manufacturer of legacy to advanced solutions in laptop, desktop and server memory products. The acquisition expanded the
Company's memory product offerings and routes to market. Its products include memory upgrades for IBM, Sun Microsystems,
HP and Compaq Computer Corporation (“Compaq”) computer systems. MMB also markets and sells new and refurbished
factory original memory upgrades manufactured by IBM, Sun Microsystems, HP and Compaq as well as factory original
modules manufactured by Micron Technology, Inc. (“Micron”), SK Hynix Inc. (“Hynix”), Samsung, Elpida Memory, Inc.
(“Elpida”) and Nanya Technology Corporation (“Nanya”), and purchases excess memory inventory from other parties as well.

 
In fiscal 2013, the Company signed numerous agreements to produce products branded as AMD. These products included the
Company’s software product RAMDisk, and consumer memory for use in the online gaming and entertainment industries and
server memory.
 
The Company was incorporated in New Jersey in 1967 and made its initial public offering in 1968. Its common stock, $1 par
value (the "Common Stock") was listed for trading on the American Stock Exchange in 1981. In 2000 the Company changed its
listing to the NASDAQ National Market (now the NASDAQ Stock Market) where its stock trades under the symbol "DRAM."
The Company's principal executive office is located at 777 Alexander Park, Princeton, New Jersey 08540, its telephone number
is (609) 799-0071, its fax is (609) 799-6734 and its website is located at http://www.dataram.com. Proxy Statements, Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and all amendments thereto, are
available on the Company’s website free of charge.
 
Liquidity and Capital Resources
 
The Company's financial statements are prepared using the accrual method of accounting in accordance with accounting
principles generally accepted in the United States of America and have been prepared on a going concern basis, which
contemplates the realization of assets and the settlement of liabilities in the normal course of business. For the fiscal years ended
April 30, 2013, 2012 and 2011, the Company incurred losses in the amounts of approximately $4,625,000, $3,259,000 and $
4,634,000, respectively. For the nine months ended January 31, 2014 the Company has incurred losses of approximately
$2,067,000 and used approximately $586,000 cash from operations.
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Our continuation as a going concern is dependent upon obtaining the additional working capital necessary to sustain our
operations. Our future is dependent upon our ability to obtain financing, raise capital through the sales of equity and or debt
securities and upon future profitable operations. In the first quarter of fiscal year 2014, the Company eliminated approximately
$900,000 of expenses on an annual basis. There is no assurance that our current operations will be profitable or we will raise
sufficient funds to continue operating. The financial statements do not include any adjustments relating to the recoverability and
classification of recorded assets, or the amounts of and classification of liabilities that might be necessary in the event we cannot
continue in existence. These factors raise substantial doubt about the Company’s ability to continue as a going concern.
 
As of January 31, 2014, cash and cash equivalents amounted to $333 and working capital amounted to approximately $744,000,
reflecting a current ratio of 1.2 to 1. This compares to cash and cash equivalents of approximately $324,000 and working capital
of approximately $2,560,000, reflecting a current ratio of 1.7 to 1 as of April 30, 2013.
 
During the nine month period ended January 31, 2014, net cash used in operating activities totaled approximately $586,000. Net
loss in the period totaled approximately $2,067,000 and included stock-based compensation expense of approximately $43,000,
depreciation and amortization expense of approximately $266,000 and bad debt expense of approximately $175,000. There was a
gain on sale of property and equipment that totaled approximately $121,000, as more fully described in Note 9 to the
consolidated financial statements. Inventories decreased by approximately $631,000. The decrease in inventories was a
management decision to reduce inventory levels and conserve working capital. Accounts payable increased by approximately
$150,000. Accrued liabilities decreased by approximately $12,000. Trade receivables decreased by approximately $326,000.
 
Net cash provided by investing activities totaled $500,000 for the nine month period ended January 31, 2014 and was the result
of the proceeds received from the sale of property and equipment, more fully described in Note 9 to the consolidated financial
statements. The proceeds were used to pay down debt to Mr. Sheerr.
 
Net cash used in financing activities totaled approximately $238,000 for the nine month period ended January 31, 2014 and
consisted of net payments of $134,000 made under revolving credit facilities. The Company also received net proceeds from the
sale of common shares and warrants in the amount of $695,000 as more fully described in Note 10 to the consolidated financial
statements. The Company also made principal payments of $800,000 to Mr. Sheerr under the Note and Security agreement, as
more fully described in Note 9 to the consolidated financial statements.
 
On July 27, 2010, the Company entered into an agreement with a financial institution for formula-based secured debt financing
of up to $5,000,000. Borrowings are secured by substantially all assets. On March 2, 2012, the agreement was amended to reduce
the amount available under the credit facility to $3,500,000. On May 17, 2012, the agreement was amended and restated. The
amended and restated documents reduced the interest rate to prime plus 6%, subject to a minimum of 9.25% and also not less
than $8,000 per month. The loan facility allows borrowing of 90% of eligible domestic receivables. In addition, the loan facility
allowed borrowing of 90% of eligible foreign receivables to a maximum of $500,000 and 25% of eligible inventory to a
maximum of 20% of the amount available on receivables. On December 18, 2012, the agreement was amended in exchange for a
fee of $7,500 to reduce the minimum Tangible Net Worth covenant to $1,300,000. On November 6, 2013, the Company entered
into a new financing agreement (the “Financing Agreement”) with Rosenthal & Rosenthal, Inc., and simultaneously terminated
the loan agreement with the financial institution and paid in full the outstanding balance and accrued interest with proceeds
received from the financing agreement.
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On December 14, 2011, the Company entered into a Note and Security Agreement with Mr. Sheerr. The agreement provides for
secured financing of up to $2,000,000. The Company is obligated to pay monthly, interest equal to 10% per annum calculated on
a 360 day year of the outstanding loan balance. Principal is payable in sixty equal monthly installments, beginning on July 15,
2012. The Company may prepay any or all sums due under this agreement at any time without penalty. The Company has
borrowed the full $2,000,000 available under this agreement. Principal amounts due under this obligation are $33,333 per month
which began on July 15, 2012.
 
The Company amended and restated its Note and Security Agreement with Mr. Sheerr as of October 31, 2013; the Company
sold certain equipment and furniture for a purchase price of $500,000 to Mr. Sheerr. The Company used the proceeds of the
purchase price received from Mr. Sheerr to reduce the remaining principal amount of the original loan by an amount equal to
$500,000. The principal amount was reduced to approximately $866,667 at January 31, 2014. The Company is obligated to pay
monthly, interest equal to 10% per annum calculated on a 360 day year of the outstanding loan balance. Principal is payable in
29 equal monthly installments of $33,333, beginning on November 15, 2013 and subsequently on the 15th day of each month
thereafter, until paid in full. Interest expense recorded for the Note in the three and nine months ended January 31, 2014 was
$22,991 and $102,213, respectively. Interest expense recorded for the Note in the three and nine months ended January 31, 2013
was $45,991 and $145,370, respectively. Interest payable to Mr. Sheerr on January 31, 2014 was $7,463.
 
As of October 31, 2013, the Company also entered into an agreement with Mr. Sheerr to leaseback the aforementioned
equipment and furniture that was sold to Mr. Sheerr on October 31, 2013. The lease is for a term of 60 months and the Company
is obligated to pay approximately $7,500 per month for the term of the lease. The Company has an option to extend the lease for
an additional two year period. The transactions described have been accounted for as a sale-leaseback transaction. Accordingly,
the Company recognized a gain on the sale of assets of approximately $103,000, which is the amount of the gain on sale in
excess of present value of the future lease payments, in the quarter ended October 31, 2013. The Company recognized $17,916 in
the quarter ended January 31, 2014 and will recognize the remaining approximately $340,000 in proportion to the related gross
rental charged to expense over the term of the lease, 60 months. The $340,000 deferred gain is reflected in accrued liabilities in
the consolidated balance sheet as of January 31, 2014.
 
On July 30, 2012, a Convertible Senior Promissory Note was executed by and between Shoreline Memory, Inc. (“Shoreline”)
and the Company whereby the Company could lend up to $1,500,000 to Shoreline in exchange for interest payments at prime
plus 3.0% and the right to convert the amount outstanding into Common Stock of Shoreline on or before its maturity date. Each
time the Company advanced money under the note, the Company was granted 1% of the outstanding Common Stock of
Shoreline for every $100,000 advanced up to a maximum of 15%. This was in addition to the 15% allowable under the
conversion of the note and the warrant to acquire 30% of Shoreline Common Stock. The conversion is at the rate of 1% of the
outstanding Common Stock for each $100,000 converted up to a maximum of 15%. This note had a maturity date of three years
and at such time Shoreline would have had to repay the note or the Company would have had to convert the note into Common
Stock. The note was secured by all the assets of Shoreline and Shoreline Capital Management Ltd. (“Shoreline Capital”) as
guarantor. Also executed with the note was a warrant to purchase 30% of the outstanding Common Stock of Shoreline at the time
of exercise and the warrant expires sixty days after the third anniversary of the closing of the transaction. The warrant prescribed
a formula to determine the price per share at the time of exercise. If all the amounts under the note were advanced and converted
and the full warrant was exercised, the Company would have owned 60% of the outstanding Common Stock of Shoreline. The
note was executed simultaneously with a Master Services Agreement which details the parameters under which the Company and
Shoreline would have fulfilled orders from Shoreline’s primary customer. On July 31, 2012, the Company advanced $375,000
under the note and an additional $375,000 on August 1, 2012. The purpose of the loan was to fund startup expenses and to
prepay initial orders. On February 19, 2013, the Company received $50,000 from Shoreline and, on February 22, 2013, the
Company received an additional $200,000 from Shoreline as a partial repayment of their loan. On March 27, 2013, the Company
reached an agreement to terminate its relationship with Shoreline. At closing, the Company received an additional $225,000 as a
partial repayment of the loan in connection with the termination of all agreements with Shoreline. The promissory note bears
interest at the rate of 6% and is guaranteed by Shoreline Memory, Inc., Shoreline Capital Management Ltd and Trevor Folk. All
agreements with Shoreline have been terminated with the exception of the amended and restated promissory note. The remaining
$275,000 was scheduled to be repaid in accordance with the amended and restated promissory note on July 31, 2013. Shoreline
Memory defaulted on the note. The Company fully reserved the $275,000 balance on the amended and restated promissory note
at July 31, 2013. During fiscal 2014’s second quarter the Company agreed to settle the amount due on the defaulted note for
approximately $162,000. The funds were received in escrow on October 31, 2013 and forwarded to the Company on November
1, 2013.
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On November 6, 2013, the Company entered into a new financing agreement (the “Financing Agreement”) with Rosenthal &
Rosenthal, Inc. to replace the existing loan agreement. The Financing Agreement provides for a revolving loan with a maximum
borrowing capacity of $3,500,000. The loans under the Financing Agreement mature on November 30, 2016 unless such
Financing Agreement is either earlier terminated or renewed. Loans outstanding under the Financing Agreement will bear
interest at a rate of the Prime Rate (as defined in the Financing Agreement) plus 3.25% (the “Effective Rate”) or on Over-
advances (as defined in the Financing Agreement), if any, at a rate of the Effective Rate plus 3%. The Financing Agreement
contains other financial and restrictive covenants, including, among others, covenants limiting our ability to incur indebtedness,
guarantee obligations, sell assets, make loans, enter into mergers and acquisition transactions and declare or make dividends.
Borrowings under the Financing Agreement are collateralized by substantially all the assets of the Company. The note from Mr.
Sheerr is subordinated to Rosenthal & Rosenthal, Inc.
 
Future minimum lease payments under non-cancellable operating leases (with initial or remaining lease terms in excess of one
year) as of January 31, 2014 are as follows:
 

Year ending April 30     
 Remaining in Fiscal 2014  $ 97,000 
 2015   391,000 
 2016   383,000 
 2017   158,000 
 2018   90,000 
 2019   45,000 
 Thereafter   —   
 Total minimum lease payments  $ 1,164,000 

 
The Company has no other material commitments.
 
Results of Operations
 
Revenues for the three month period ended January 31, 2014 were $7,641,000 compared to revenues of $6,439,000 for the
comparable prior year period. Revenues for the first nine months of the current fiscal year were $22,418,000, compared to
revenues of $21,396,000 for the comparable prior year period. Average selling prices decreased approximately 20% from the
prior year periods, attributable to a decline in the price of DRAM chips, the primary raw material used in the Company’s
products. The decline in average selling price was offset by an increase in volume of approximately 29%.
 
Cost of sales for the three and nine months ended January 31, 2014 were $6,223,000 and $17,869,000, respectively versus
$4,929,000 and $17,005,000, respectively in the prior year comparable periods. Cost of sales as a percentage of revenues for the
third quarter and first nine months of fiscal 2014 were 81% and 80% of revenues, respectively versus 77% and 79% for the same
respective prior year periods. Fluctuations in cost of sales as a percentage of revenues are not unusual and can result from many
factors, some of which are a rapid change in the price of DRAMs, or a change in product mix possibly resulting from a large
order or series of orders for a particular product or a change in customer mix. The Company eliminated approximately $283,000
of annualized expense in the fiscal 2014’s first quarter, which resulted in a charge of approximately $53,000.
 
Engineering expense in the three and nine months ended January 31, 2014 were approximately $304,000 and $923,000,
respectively, compared to $152,000 and $548,000 for the same respective prior year periods. The Company has recorded
approximately $162,000 and $411,000, respectively of cost related to the maintenance and development of our RAMDisk
product in the three and nine months ending January 31, 2014. In the comparable prior year periods cost related to the
RAMDisk product were related to sales and marketing of an existing version. In the prior year comparable periods, these costs
were approximately $172,000 and $552,000, respectively and were reflected in SG&A expense. The Company also eliminated
approximately $94,000 of annualized expense in the fiscal 2014’s first quarter, which resulted in a charge of approximately
$27,000.

21



 

Selling, general and administrative (S,G&A) expense for the three and nine month period ended January 31, 2014 totaled
$1,910,000 and $5,580,000, respectively, compared to $2,070,000 and $6,613,000 for the same prior year periods. The decrease
in this year’s third quarter and nine month expense of approximately $160,000 and $1,033,000, respectively, was the result of
decreased sales and marketing expense. The Company also recorded approximately $30,000 severance cost in fiscal 2014’s first
quarter. As a result of the cost reductions the Company has eliminated approximately $518,000 of annualized expense. The
Company also recorded a provision for lease settlement of $150,000 in fiscal 2014’s third quarter.
 
As discussed in Note 3 and Note 9, the Company recognized a gain on the sale of assets of approximately $103,000, which is the
amount of the gain on sale in excess of present value of the future lease payments, in the quarter ended October 31, 2013. The
Company recognized $17,916 of deferred gain in the quarter ended January 31, 2014.
 
Other income (expense), net for the three and nine month period ended January 31, 2014 totaled $69,000 and $233,000 of
expense, respectively, compared to expense of $70,000 and $235,000, for the same prior year periods.  Other expense in the three
month period ended January 31, 2014 consisted of interest expense of $70,000 and approximately $1,000 of foreign currency
transaction gains, primarily as a result of the EURO strengthening relative to the US dollar.  For the nine month period ended
January 31, 2014 other expense of $233,000, consisted of interest expense of approximately $246,000 and approximately
$13,000 of foreign currency transaction gains, primarily as a result of the EURO strengthening relative to the US dollar was
recorded. Other expense in the three month period ended January 31, 2013 consisted primarily of interest expense of $74,000
and approximately $4,000 of foreign currency transaction gains were recorded, primarily as a result of the EURO strengthening
relative to the US dollar.  For the nine month period ended January 31, 2013 other expense of $235,000 consisted of $216,000
interest expense and approximately $19,000 of foreign currency transaction losses, primarily as a result of the EURO weakening
relative to the US dollar was recorded.
 
Critical Accounting Policies
 
During December 2001, the Securities and Exchange Commission (“SEC”) published a Commission Statement in the form of
Financial Reporting Release No. 60 which encouraged that all registrants discuss their most “critical accounting policies” in
management’s discussion and analysis of financial condition and results of operations. The SEC has defined critical accounting
policies as those that are both important to the portrayal of a company’s financial condition and results, and that require
management’s most difficult, subjective or complex judgments, often as a result of the need to make estimates about the effect of
matters that are inherently uncertain. While the Company’s significant accounting policies are summarized in Note 1 of notes to
consolidated financial statements included in this Annual Report, management believes the following accounting policies to be
critical:
 
Revenue Recognition - Revenue is recognized when title passes upon shipment of goods to customers. The Company’s revenue
earning activities involve delivering or producing goods. The following criteria are met before revenue is recognized: persuasive
evidence of an arrangement exists, shipment has occurred, selling price is fixed or determinable and collection is reasonably
assured. The Company does experience a minimal level of sales returns and allowances for which the Company accrues a
reserve at the time of sale in accordance with the Revenue Recognition – Right of Return Topic of the FASB ASC. Estimated
warranty costs are accrued by management upon product shipment based on an estimate of future warranty claims.
 
Research and Development - Research and development costs are expensed as incurred, including Company-sponsored research
and development and costs of patents and other intellectual property that have no alternative future use when acquired and in
which we had an uncertainty in receiving future economic benefits. Development costs of a computer software product to be
sold, leased, or otherwise marketed are subject to capitalization beginning when a product’s technological feasibility has been
established and ending when a product is available for general release to customers. Technological feasibility of a computer
software product is established when all planning, designing, coding and testing activities that are necessary to establish that the
product can be produced to meet its design specifications (including functions, features and technical performance requirements)
are completed.
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Long-Lived Assets -Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be
held and used is measured by a comparison of the carrying amount of an asset to the estimated undiscounted future cash flows
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment
charge is recognized in the amount by which the carrying amount of the asset exceeds the estimated fair value of the asset. Assets
to be disposed of would be separately presented in the consolidated balance sheets and reported at the lower of the carrying
amount or fair value less cost to sell, and no longer depreciated. The Company considers various valuation factors, principally
undiscounted cash flows, to assess the fair values of long-lived assets.

 
Income Taxes - The Company utilizes the asset and liability method of accounting for income taxes in accordance with the
provisions of the Expenses – Income Taxes Topic of the FASB ASC. Under the asset and liability method, deferred income tax
assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases. A valuation allowance is provided
when it is more likely than not that some portion or all of the deferred income tax assets will not be realized. The Company
considers certain tax planning strategies in its assessment as to the recoverability of its tax assets. Deferred income tax assets and
liabilities are measured using enacted tax rates in effect for the year in which those temporary differences are expected to be
recovered or settled. The effect on deferred income tax assets and liabilities of a change in tax rates is recognized in earnings in
the period that the tax rate changes. The Company recognizes, in its consolidated financial statements, the impact of a tax
position, if that position is more likely than not to be sustained on audit, based on technical merits of the position. There are no
material unrecognized tax positions in the financial statements.

 
Goodwill - Goodwill is tested for impairment on an annual basis and between annual tests if indicators of potential impairment
exist, using a fair-value-based approach. The date of our annual impairment test is March 1. The Company has reviewed
goodwill for impairment at January 31, 2014. After this review management has concluded that there is no additional
impairment of goodwill.
 
Use of Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, including deferred income tax asset valuation allowances and certain other reserves and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Estimates and assumptions are reviewed periodically and the effects of revisions are reflected in the
consolidated financial statements in the period they are determined to be necessary. Some of the more significant estimates made
by management include the allowance for doubtful accounts and sales returns, the deferred income tax asset valuation allowance
and other operating allowances and accruals. Actual results could differ from those estimates.
 
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
The Company does not invest in market risk sensitive instruments. At times, the Company's cash equivalents consist of overnight
deposits with banks and money market accounts. The Company's objective in connection with its investment strategy is to
maintain the security of its cash reserves without taking market risk with principal.
 
The Company purchases and sells primarily in U.S. dollars. The Company sells in foreign currency (primarily Euros) to a limited
number of customers and as such incurs some foreign currency risk. At any given time, approximately 4% to 25% of the
Company’s accounts receivable is denominated in currencies other than U.S. dollars. At present, the Company does not purchase
forward contracts as hedging instruments, but could do so as circumstances warrant.
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ITEM 4. CONTROLS AND PROCEDURES
 
The Chief Executive Officer and Chief Financial Officer of the Company have evaluated the effectiveness of our disclosure
controls and procedures as required by Exchange Act Rule 13a-15(b) as of the end of the period covered by this report. Based on
that evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these disclosure controls and
procedures are effective. There were no changes in our internal control over financial reporting during the quarter ended January
31, 2014 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II: OTHER INFORMATION
 
 
Item 1. LEGAL PROCEEDINGS
 
We are a party to a litigation that could cause us to incur substantial cost or pay substantial damages.
 
The landlord for the property previously leased by the Company in Ivyland, Pennsylvania filed suit against the Company, which
vacated the property at the expiration of its lease, for the Company's alleged failure to restore the Property to its original
condition. The landlord is currently in possession of a security deposit in the amount of $52,000. The Company denies its
liability for the restoration of the property and believes that the outcome cannot be determined at this time.
 
On July 30, 2013, the District Court Judge issued an order against the Company in favor of the landlord Ivyland Ventures, LLC.
Based on the language of the lease agreement, the Court, without making any factual findings on the extent of the Company's
liability, ruled that the Company is required to remove and restore the premises to condition that existed as of January 11, 2006
or pay the cost of removal and restoration of improvements made during its entire occupation. Dates have been set for discovery
with a trial tentatively scheduled for the Fall/Winter of 2014. The Company believes that the claims of the landlord are without
merit and intends to vigorously defend this action. However, no assurance can be given that any amounts ultimately due by the
Company will not have a material impact on the Company's financial condition.
 
Item 1A. RISK FACTORS.
 

No reportable event.
 

 
Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
 

No reportable event.
 
 
Item 3. DEFAULTS UPON SENIOR SECURITIES.
 

No reportable event.
 
 

Item 4. MINE SAFETY DISCLOSURES
 

No reportable event.
 
 
Item 5. OTHER INFORMATION.
 

No reportable event.
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Item 6. EXHIBITS.
 

Exhibit No Description
  

5.1* Opinion of Meyer, Suozzi, English & Klein, P.C. with respect to common stock
  

23(b)* Consent of Meyer, Suozzi, English & Klein, P.C. (contained in Exhibit 5.1)
  

31(a)* Rule 13a-14(a) Certification of John H. Freeman.
  

31(b)* Rule 13a-14(a) Certification of Marc P. Palker.
  

32(a)** Section 1350 Certification of John H. Freeman (furnished not filed).
  

32(b)** Section 1350 Certification of Marc P. Palker (furnished not filed).
  

101.INS XBRL Instance Document.
  

101.SCH XBRL Taxonomy Extension Schema Document
  

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
  

101.DEF XBRL Taxonomy Extension Definition Linkbase Document
  

101.LAB XBRL Taxonomy Extension Label Linkbase Document
  

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
 

* Filed herewith
** Furnished herewith
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Signatures
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.
 
 
 DATARAM CORPORATION
   
Date: March 21, 2014 By: /s/ MARC  P. PALKER
  Marc P. Palker
  Chief Financial Officer
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EXHIBIT 5.1
 

OPINION OF COUNSEL
March 20, 2014

Dataram Corporation
777 Alexander Road
Princeton, New Jersey 08540
 
Re: Dataram Corporation
Registration Statement on Form S-3 (Registration No. 333-173212)
 
Ladies and Gentlemen:
 
We are providing this opinion letter in our capacity as counsel to Dataram Corporation, a New Jersey corporation (the "Company" ), in connection with
the filing by the Company of a Prospectus Supplement pursuant to Rule 424(b)5 (the "Prospectus Supplement") under the above- captioned registration
statement on Form S-3 (the "Registration Statement") under the Securities Act of 1933, as amended (the "Securities Act" ), with the United States
Securities and Exchange Commission (the "Commission"). The Prospectus Supplement relates to the sale by the Company of 219,754 shares of
common stock, one dollar par value per share (the “Common Stock”).
 
You have requested that we render the opinion set forth in this letter and we are furnishing this opinion in accordance with the requirements of Part II,
Item 16 of Form S-3 and Item 601(b)(5)(i) of Regulation S-K promulgated by the Commission under the Securities Act.
 
In connection with the foregoing registration, we have examined originals, or copies certified or otherwise identified to our satisfaction, of (i) the form
of Registration Statement and the form of the Prospectus Supplement, each as provided to us by the Company, (ii) the Company's Restated Certificate of
Incorporation, as amended and restated to date (the "Certificate of Incorporation"), (iii) the Company's By-Laws, as amended and/or restated to date (the
"By-Laws" ), (iv) certain resolutions of the Board of Directors of the Company relating to the Registration Statement and/or the Prospectus Supplement,
and (v) such other documents as we have deemed necessary or appropriate for purposes of rendering the opinion set forth herein.
 
In our examination, we have assumed the legal capacity of all natural persons, the genuineness of all signatures, the authenticity of all documents
submitted to us as certified or photostatic copies and the authenticity of the originals of such latter documents. With your consent, we have also
assumed (a) that any documents executed by parties other than the Company with respect to the Common Stock (collectively, the “Documents")
have been duly authorized, executed and delivered by the parties thereto other than the Company, (b) that the Documents constitute legally valid
and binding obligations of the parties thereto other than the Company, enforceable against each of them in accordance with their respective terms,
and (c) that the status of the Documents as legally valid and binding obligations of the parties is not affected by any (i) breaches of, or defaults
under, agreements or instruments, (ii) violations of statutes, rules, regulations or court or governmental orders, or (iii) failures to obtain required
consents, approvals or authorizations from, or to make required registrations, declarations or filings with, governmental authorities. As to any facts
material to the opinion expressed herein that were not independently established or verified, we have relied upon statements and representations of
officers and other representatives of the Company and others.
 
Based upon and subject to the foregoing, we are of the opinion that:
 
1.  Upon issuance, delivery and payment therefor and in an amount not less than the par value thereof, in the manner contemplated by the
Registration Statement and the Prospectus Supplement, the 219,754 shares of Common Stock being sold pursuant to the Prospectus Supplement
will be validly issued, fully paid and nonassessable.

 

 



 

Our opinions are limited to the laws of the states of New York and New Jersey. Our opinions are subject to: (i) the effect of bankruptcy, insolvency,
reorganization, preference, fraudulent transfer, moratorium or other similar laws relating to or affecting the rights and remedies of creditors; (ii) the
effect of general principles of equity, whether considered in a proceeding in equity or at law (including the possible unavailability of specific
performance or injunctive relief), concepts of materiality, reasonableness, good faith and fair dealing, and the discretion of the court before which a
proceeding is brought; (iii) the invalidity under certain circumstances under law or court decisions of provisions providing for the indemnification of
or contribution to a party with respect to a liability where such indemnification or contribution is contrary to public policy; and (iv) we express no
opinion as to (a) any provision for liquidated damages, default interest, late charges, monetary penalties, make- whole premiums or other economic
remedies to the extent such provisions are deemed to constitute a penalty, (b) consents to, or restrictions upon, governing law, jurisdiction, venue,
arbitration, remedies or judicial relief, (c) any waiver of rights or defenses under usury laws; (d) any provision requiring the payment of attorneys'
fees, where such payment is contrary to law or public policy; and (e) the severability, if invalid, of provisions to the foregoing effect.

 
We hereby consent to the filing of this opinion with the Commission as Exhibit 5. In giving this consent, we do not hereby admit that we are in the
category of persons whose consent is required under Section 7 of the Securities Act or the rules and regulations of the Commission promulgated
thereunder.
 
This opinion is limited to the specific issues addressed herein, and no opinion may be inferred or implied beyond that expressly stated herein. We
assume no obligation to revise or supplement this opinion should the present laws of the States of New York or New Jersey be changed by legislative
action, judicial decision or otherwise.
 

Very truly yours,
 
MEYER, SUOZZI, ENGLISH & KLEIN, P.C.
 
By:  /s/Richard G. Satin       
        Richard G. Satin



Exhibit 31(a)
 

Rule 13a-14(a) Certification
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 302
 

I, John H. Freeman, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of Dataram Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing the
equivalent functions):

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.

 
Date:  March 21, 2014 /s/ John H. Freeman  
 John H. Freeman, President and  
 Chief Executive Officer  
 (Principal Executive Officer)  



Exhibit 31(b)
 

Rule 13a-14(a) Certification
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 302
 

I, Marc P. Palker, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of Dataram Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing the
equivalent functions):

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

 

 
 
Date:  March 21, 2014 /s/ Marc P. Palker  
 Marc P. Palker  
 Chief Financial Officer         
 (Principal Financial & Accounting Officer)  



Exhibit 32(a)
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)
 
In connection with the Quarterly Report of Dataram Corporation, a New Jersey corporation (the “Company”), on Form 10-Q for the quarter
ended January 31, 2014, as filed with the Securities and Exchange Commission (the “Report”), John H. Freeman, Chief Executive Officer
of the Company, does hereby certify, pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350), that to his knowledge:
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of

the Company.
 
Date:  March 21, 2014 /s/ John H. Freeman  
 John H. Freeman,  
 President and Chief Executive Officer  
 
 
[A signed original of this written statement required by Section 906 has been provided to Dataram Corporation and will be retained by
Dataram Corporation and furnished to the Securities and Exchange Commission or its staff upon request.]



Exhibit 32(b)
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)
 
In connection with the Quarterly Report of Dataram Corporation, a New Jersey corporation (the “Company”), on Form 10-Q for the quarter
ended January 31, 2014, as filed with the Securities and Exchange Commission (the “Report”), Marc P. Palker, Chief Financial Officer of
the Company, does hereby certify, pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350), that to his knowledge:
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of

the Company.
 
 
Date:  March 21, 2014 /s/ Marc P. Palker  
 Marc P. Palker  
 Chief Financial Officer         
 
[A signed original of this written statement required by Section 906 has been provided to Dataram Corporation and will be retained by
Dataram Corporation and furnished to the Securities and Exchange Commission or its staff upon request.]
 


