-

.M.,.c.@.;.ﬂ_, |

D
ty
i
S

ELECIRONICS
CORPORATION



To Our Fellow Shareholders:

| am pleased to report on fiscal year 2014. As discussed in the Company’s Form 10-K, the Company had
a small loss while experiencing a significant drop in revenues.

The Department of Defense has continued to make historic reductions in spending. This contraction in
spending is likely to reshape our industry dramatically. | believe the challenges to operating a business in
this climate are greater than at any point in my tenure. However, | also believe the Company has
responded well to these challenges and has remained healthy through this decrease in revenue.

For the 2014 fiscal year, revenues were $6,516,392. As compared to last year, we experienced a 21%
decrease in revenues. The lower revenues were primarily due to decreased demand for 2kW generator
sets by the U.S. Government and other government contractors. This decrease for fiscal 2014 was partly
offset by an increase in revenues for replacement parts and short-term orders. For fiscal 2014 the
Company had a net loss of $96,900 as compared to last year’s net income of $100,042. The lower profit
was a result of lower revenues. However, the Company experienced a slight increase in gross profit in
fiscal 2014 which was the result of the proportion of higher margin sales of modified generator sets
when compared to fiscal 2013, and a more favorable product mix within the Company’s replacement
parts and short-term business when compared to fiscal 2013.

On behalf of our directors and officers, | would like to thank our customers for their trust in us, our
shareholders for their continued support, and our employees for their hard work and dedication.

John Dewey

President / CEO

The Dewey Electronics Corporation

27 Muller Rd, Oakland, New Jersey 07436
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PART |
[tem 1. BUSI NESS

The Dewey El ectronics Corporation (the "Conpany") was incorporated in the State of
New York in 1955. Located in Qakland, New Jersey, the Conpany is a systens oriented
mlitary electronics devel opnent, design and nmanufacturing organi zation with a focus
on conpact diesel power generation solutions. The Conpany’s principal products are
el ectroni ¢ and el ectronechani cal systens nmanufactured prinarily for the Arnmed Forces
of the United States, which the Conpany provides as a prine contractor or as a
subcontractor for the Departnment of Defense.

Approxi mately 70% of the Conpany’s revenues are derived fromthe production of diese
operated tactical generators which are sold to various agencies of the U S
CGovernment and ot her defense contractors. The bal ance of the Conpany’s revenues are
derived fromorders for spare parts and other el ectro-nechani cal systens and from
research and devel opnent contracts. Included in this other business is speed and
neasurenent instrunentation primarily for the U S. Navy and other prinme contractors
such as shipbuilders. Orders are also received for replacenment parts and equi pnent
for previous Conmpany contracts with the Departnent of Defense as well as other
projects performed as a subcontractor and for product |ines acquired from Goodman
Bal |l Incorporated (“Goodnman Ball”) late in fiscal 2013. The Conpany previously had a
| ong-term Gover nment contract to produce 2kWgenerator sets, and has al so had vari ous
long-termcontracts to provide the U S. Navy with various equi pnent.

The Conpany has been the sol e source producer of the 2kW di esel operated tactica
generator set for the Departnent of Defense since 1997. Its initial contract was
awarded by the U S. Arny in 1996 and final deliveries were made under that award in
March 2002. Deliveries were made to the various branches of the Arnmed Forces of the
United States.

The initial contract was replaced in Septenber 2001 by a new ten-year indefinite
delivery, indefinite quantity contract to provide the U.S. Arnmy and ot her Depart nent
of Defense Agencies with this same 2kW di esel operated generator set. This contract
expi red on Novenber 30, 2013. A snall nunber of generators sets were delivered under
this contract in fiscal 2014 for orders placed prior to the contract’s expiration
The total amount of orders under the Septenber 2001 contract delivered through
Novenmber 30, 2013 ampunted to approximately $51 million

The Conpany engaged in negotiations with the U S. Army for a new three year, sole
source, indefinite quantity, indefinite delivery contract to produce 2kW generators,
however, on May 1, 2014 the Conpany was notified that the U S. Arny no | onger

i ntended to award the new contract. The Conpany anticipates that the Government will
continue to require the Conpany’'s 2kW generators, however, we are unable to predict
whet her, when, or to what extent the Governnent will place orders for these
generators. On May 6, 2014 the United States General Services Administration awarded
the Conpany a five year contract to nmake the Conpany’s 2kW generator sets avail able
for purchase for national defense purposes by the Departnment of Defense and ot her
branches of the U S. Government on the GSA gov website or by individual “Purchase
Orders”. The Conpany al so continues to work to nake these generators avail abl e

t hrough ot her sal es channel s.

Revenues from research and devel opnent are derived primarily from various prinme
contracts with the Departnent of Defense and sub-contracts with other prinme
contractors with the Departnment of Defense. In an effort to respond to Governnent
requi rements the Company has designed, integrated and tested di esel generator sets in
the two to 30 kilowatt power range. Since 2007 the Conpany has al so received sub-
contracts to develop military-grade control systens for diesel based fuel cel

reforners. However, no assurances can be given that the Conpany will be awarded any
addi ti onal research and devel opnent contracts or sub-contracts or that the Conpany
will receive production orders as a result of any such contracts or subcontracts that

have been conpleted or are currently in effect.

The Conpany expenses its research and devel opment costs as incurred. These costs
consist primarily of salaries and material costs. For the fiscal years ended June 30,
2014 and 2013, the Conmpany expensed $19,536 and $79, 564, respectively, of research
and devel opnment costs. Research and devel opnent projects perforned under contracts



for custoners are billed to the custoner and are recorded as contract costs as
i ncurred.

Conpliance with Federal, state and |ocal environmental provisions has had no nateria
ef fect upon capital expenditures, incone or the conpetitive position of the Conpany.
In addition, there are no material capital expenditures anticipated for environmental
conpl i ance.

As of Septenber 20, 2014 the Conpany had a work force of 29 enpl oyees, consisting of
27 fulltinme enpl oyees of the Conpany and two tenporary enployees. Fluctuations in the
work force during the year generally result fromuneven contract requirements and
variations in the mx of products.

Revenues and earnings for orders for replacenent parts and other short term business,
i ncl udi ng generators not ordered under the 2kWcontract described bel ow, are recorded
when deliveries of product are nmade and title and risk of |oss have been transferred
to the custonmer and collection is probable.

Revenues and estimated earni ngs under |ong-term defense contracts (including research
and devel oprment contracts, except as described below in this paragraph) are recorded
usi ng the percentage-of-conpl etion nethod of accounting, neasured as the percentage
of costs incurred to estimated total costs of each contract. For the Conpany’s
indefinite delivery, indefinite quantity contract to provide 2kW generator sets to
the mlitary, which expired on Novenber 30, 2013, percentage-of-conpletion

cal cul ati ons have been based on individual “Delivery Oders” which were periodically
received for specified quantities. These cal cul ati ons require managenent to estimate
the cost to conplete open orders. Changes between those estimates and the actual cost
of completion of delivery orders inpact the revenue recognition in each reporting
period. Estimates are adjusted as necessary on a quarterly basis. For research and
devel opnent contracts total costs incurred are conpared to total expected costs for
each contract. During the fiscal year ended June 30, 2014, the Conpany had one

devel opnent contract for which it recogni zed revenues on a nilestone basis. As of
June 30, 2014 the Conpany had no unconpl eted contracts on which revenue has been
recogni zed on a percentage of conpl etion basis.

For those contracts where revenue has been recogni zed using the percentage- of -

conpl etion method of accounting, provisions for estinmated | osses on unconpl eted
contracts are made in the period in which such | osses are determ ned. Changes in job
performance, job conditions, and estimated profitability may result in revisions to
costs and income and are recognized in the period in which the revisions are

det er mi ned.

Al 't hough raw materials are generally available froma nunmber of suppliers, the
Conpany is at tinmes dependent upon a specific supplier or a linmted nunber of
suppliers of material for a particular contract. As of the filing of this Annua
Report, the Conpany’s principal suppliers are: Martin Diesel, Baldor Electric
Conpany, CDI Electronics and the Cronpton Instrunments Division of Tyco El ectronics
Corporation. The Conpany has occasionally experienced sone tenporary delays in the
recei pt of raw materials in the past. Such delays have not had a material adverse

ef fect on operations. The Conpany cannot, however, provide any assurances that future
delays, if any, will not have a material adverse effect.

Ref erence is nade to Item 7 - Managenent's Di scussion and Anal ysis of Financi al
Condition and Results of Operations for additional information.

OPERATI ONAL RI SKS

You should carefully consider the infornmation described bel ow, together with all of
the other information included in this Annual Report. The follow ng operational risks
and uncertainties are not the only ones we face however they are the ones our
managenent believes are material. If any of the following risks actually materialize,
our business, financial condition or results of operations could be harmed. This
Annual Report contains statenents that are forward-1ooking. These statenents are
based on current expectations and assunptions that are subject to risks and
uncertainties such as those listed bel ow and el sewhere in this Annual Report, which
anmong ot hers, should be considered in evaluating our future perfornmance.



Liquidity

For the fiscal year ending June 30, 2014, the Conpany had a net |oss of approxi nately
$97,000 and net cash outflows from operations of approxi mately $290, 000, principally
due to an increase in inventory to support existing orders. The Conpany believes that
the Conpany’s current cash and its line of credit, which currently expires Novenber
30, 2014, conbined with progress paynents as well as billings at the tine of delivery
of products, will be sufficient to support short-termliquidity requirenments, working
capital needs and capital expenditures at their current or expected |evels. However,

i f our perfornmance expectations fall short (including our failure to generate
expected |l evel s of sales) or our expenses exceed expectations, or if the commtnent
under the line of credit becones unavail able, we may need to secure additiona
financi ng and/ or reduce our expenses to continue our operations. Qur failure to do so
woul d have a material adverse inpact on our prospects and financial condition. There
can be no assurance that any contenpl ated additional financing will be available on
terms acceptable to us, if at all. If required, we believe we would be able to reduce
our expenses to a sufficient level to continue to operate as a goi ng concern

See “Financing Activities” belowin this Item1 and in Item7 — Managenent’s
Di scussion and Analysis of Financial Condition and Results of Operations for
additional information regarding the Conpany’'s line of credit.

The Conpany’s Dependence on Governnent Defense Busi ness and the 2kW Program

Virtually all of our revenues are derived from Governnent defense business, which is
conpri sed of business with the U S. Departnment of Defense or with other Governnent
contractors. Historically, our Governnent defense business has consisted of |ong-
termcontracts and short-termorders such as for replacenent parts. The |oss of
substantial Governnent business woul d have a material adverse effect on our business.

Hi storically, a substantial portion of the Conpany’s revenues have been dependent
upon a large single program nobst recently the production of 2kW generator sets.

We continue to explore additional sources of revenue to reduce our dependence on
singl e programs but cannot give any assurances that these efforts will be successfu
or, if successful, when they will be achieved. See Item7 — Managenent's Di scussion
and Anal ysis of Financial Condition and Results of Operations — Conmpany Strategy for
addi tional information regardi ng Conpany strategy.

As di scussed above, the Conpany’s 2kWcontract expired on Novenber 30, 2013. The
Conpany anticipates that the Governnent will continue to require the Conpany’s 2kW
generators, however, we are unable to predict whether, when, or to what extent the
CGovernment will place orders for these generators.

Suppl i er Concentration Risks

The Conpany is prinmarily dependent on four vendors to supply qualified conponents for
its 2kWgenerator products. During fiscal year 2014, two of these suppliers
accounted for 25.0% and 16.5% of material purchases, respectively. See Note 1-B of
the Notes to the Financial Statenments. W purchase these conponents pursuant to
purchase orders and do not have long-termcontracts with any of these vendors. While
there may be sonme tenporary del ays, problens regarding source and availability of raw
materi al s have had no material adverse effect on operations. However, we cannot give
any assurances that these four sources of supply will continue to be available to us
or, if any or all of these sources are not available to us when we need themto be
avail able, that the Conpany will be able to inplement alternative sources of supply
wi t hout undue del ay or expense.

Ri sks Associated with Governnent Defense Contracting; Conpetition

The Governnent defense business is subject to changes in nmilitary procurenent
policies and objectives and to Governnent budgetary constraints. Periods of
hei ght ened national security and war, as well as changes in the Congress and/or the
Wi te House, have often introduced new priorities and denands, external delays, and
i ncreased uncertainty into the defense contracting nmarketplace. In addition, the
Depart nent of Defense budgeting process has an extended timefrane. The process of

i ncl udi ng expenditures in this budget could take a mininumof 12 to 24 nonths.



A significant reduction in Departnent of Defense spending at the federal |evel known
as “sequestration” went into effect in March of 2013. Sequestration has resulted in a
contracti on of spending across the Departnent of Defense and has al so created
uncertainty in our customers about the continuation of funding and about initiating
new prograns. This uncertainty has led to a far larger reduction in actual spending
than the |l egislated reduction, prinmarily due to delays in contract awards and the
reduction or elimnation of some prograns. Since the Conpany derives virtually al
its revenues from Gover nnent defense business, any delays in contract awards woul d
significantly and adversely affect our future revenues and liquidity. These factors
are contributing to a nore difficult and nore chall engi ng busi ness environment. This
uncertainty as well as the reduction in overall government spendi ng has conti nued

t hrough this Governnent fiscal year, ending Septenber 30, 2014, and we can give no
assurances that this uncertainty or reduction in spending will end after such fisca
year.

Approval of the Departnent of Defense budget does not guarantee that budgeted
expenditures will actually be made and, in particular, that we will receive an award
or order for a product. Anong other things, we bid for this business in conpetition
wi th many defense contractors, including firns that are larger in size and have
greater financial resources than we have. Moreover, we now believe that there has
been conpetition in part of the market for generator sets, froma |arger 3kW
generator set that operates nore quietly than our 2kWnodel. However, this 3kW
generator set does not conpete in the ‘nan-portable’ segnment of the market since it
is twi ce as heavy.

Al of our contracts with the Governnment are subject to the standard provision for
term nation at the conveni ence of the Governnent.

Fi nanci ng Activities

The Conpany has a $500,000 line of credit with TD Bank, NA, which expires on Novenber
30, 2014. In the event that this line of credit is not renewed on terns acceptable to
t he Conpany, the Conpany nay have to take actions to address this situation,

i ncluding but not |limted to, seeking other financing sources (though no assurances
can be given that such financing can be obtained or, if obtained, the timng
thereof). See “Financing Activities” in Item7 — Managenent’'s Di scussion and Anal ysis
of Financial Condition and Results of Operations.

[tem 2. PROPERTI ES

The Conpany's 49,200 square foot facility at 27 Mill er Road, Qakland, New Jersey, is
| ocated on 90 acres of |and owned by the Conpany and was constructed in 1981. This
facility houses the Conpany’s executive offices and manufacturing operations.
Approximately 90% of this facility is being utilized for production (one shift),
stagi ng and storage.

As described in Item 1 above, the Conpany has a line of credit with TD Bank, NA. As
of the date of this Annual Report the Conpany has no outstandi ng borrow ngs agai nst
this line of credit. Any |loans drawn under the line of credit are secured by a first
lien on all of the Conpany’s accounts receivable, nachinery, equipnent, other
personal property and a Conmercial Mrtgage Security Agreenent on the Conpany’'s rea

property.
Item 3. LEGAL PROCEEDI NGS

There are no material pending | egal or environnental proceedi ngs against or in favor
of the Conpany.

[tem 4. M NE SAFETY DI SCLOSURES

Not appl i cabl e.



PART I'1

[tem 5. MARKET FOR REG STRANTS S COVMON EQUI TY AND RELATED STOCKHOLDER
MATTERS AND | SSUER PURCHASES OF EQUI TY SECURITI ES

The Conpany's comon stock is traded over-the-counter under the synbol "DEW™.

The tabl e bel ow sets forth the high and | ow nmarket prices of the Conpany's comon
stock for each quarter during the last two fiscal years.

Quarterly Comon Stock Price Range

Fi scal Year 2014 Fiscal Year 2013

Hi gh Low Hi gh Low
1st Quarter $1.90 $1.55 $1.80 $ 1.07
2nd Quarter 2.00 1.70 1.85 1.30
3rd Quarter 2.30 2.00 2. 47 1.45
4t h Quarter 2.28 2.10 1.69 1.50

Price information is based on over-the-counter market quotations, which reflect
i nter-dealer prices, without retail mark-up, mark-down or conmi ssions, and may not
necessarily represent actual transactions.

There were no dividends declared or paid during fiscal years 2014 and 2013. The
Conpany has no plans to pay dividends in the foreseeable future.

The nunber of hol ders of record of the Conpany's common stock as of Septenber 22
2014 was 302.

I[tem 6. SELECTED FI NANCI AL DATA

Not appl i cabl e.



[tem 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL
CONDI TI ON AND RESULTS OF OPERATI ONS

The foll owi ng di scussion should be read in conjunction with the Conpany’s Financi al
Statenments, including the related notes thereto, appearing el sewhere in this Annua
Report. Certain statenents in this report nay be deened “forward-|ooki ng statenents”
within the neaning of Section 21E of the Securities Exchange Act of 1934. Al
statenments, other than statements of historical fact that address activities, events
or devel opnments that the Conpany or nanagenent intends, expects, projects, believes
or anticipates will or may occur in the future are forward-I|ooking statements. Such
statenents are based upon certain assunptions and assessnents nade by nanagenent of
the Conpany in light of its experience and its perception of historical trends,
current conditions, expected future devel opments and other factors it believes to be
appropriate. The forward-|ooking statenents included in this report are al so subject
to a nunber of material risks and uncertainties, including but not limted to
econom ¢, governnental, conpetitive and technol ogical factors affecting the Conpany’s
operations, markets, products, services and prices and specifically, the factors

di scussed bel ow under “Conpany Strategy” and in Item 1 above (Business — Operationa
Ri sks). Such forward-|ooking statenents are not guarantees of future performance and
actual results, devel opnents and busi ness decisions nay differ fromthose envi saged
by such forward-| ooki ng statenents.

The Conpany’s operating cycle is long-termand includes various types of products and
varyi ng delivery schedul es. Accordingly, results of a particular period or period-to-
peri od conparisons of recorded revenues and earnings may not be indicative of future
operating results. The foll owi ng conparative analysis should be viewed in this

cont ext .

Busi ness Envi r onnent

A significant reduction in Departnent of Defense spending at the federal |evel known
as “sequestration” went into effect in March of 2013. Sequestration has resulted in a
contracti on of spending across the Departnent of Defense and has al so created
uncertainty in our customers about the continuation of funding and about initiating
new prograns. This uncertainty has led to a far larger reduction in actual spending
than the |l egislated reduction, prinmarily due to delays in contract awards and the
reduction or elimnation of some prograns. Since the Conpany derives virtually al
its revenues from Gover nnent defense business, any delays in contract awards woul d
significantly and adversely affect our future revenues and liquidity. These factors
are contributing to a nore difficult and nore chall engi ng busi ness environnment. This
uncertainty as well as the reduction in overall government spendi ng has conti nued

t hrough this Governnent fiscal year, ending Septenber 30, 2014, and we can give no
assurances that this uncertainty or reduction in spending will end after such fisca
year.

Results of QOperations

The Conpany’s fiscal year ends on June 30. Accordingly, all references to years in
this Managenent’s Discussion refer to the fiscal year ended June 30 of the indicated
year. Also, when referred to herein, operating profit means net sales |ess operating
expenses.

Revenues

Revenues and earnings for orders for replacenent parts and other short term business,
i ncl udi ng generators not ordered under the 2kW contract described bel ow, are
recorded when deliveries of product are made and title and risk of |oss have been
transferred to the custoner and collection is probable.

Revenues and estimated earni ngs under |ong-term defense contracts (including research
and devel oprment contracts, except as described below in this paragraph) are recorded
usi ng the percentage-of-conpl etion method of accounting, nmeasured as the percentage
of costs incurred to estimated total costs of each contract. For the Conpany’s
indefinite delivery, indefinite quantity contract to provide 2kW generator sets to
the mlitary, which expired on Novenber 30, 2013, percentage-of-conpletion

cal cul ati ons have been based on individual “Delivery Orders” which are periodically
recei ved for specified quantities. These cal cul ati ons require managenent to estimate

9



the cost to conplete open orders. Changes between those estinmates and the actual cost
of conpletion of delivery orders inpact the revenue recognition in each reporting
period. Estimates are adjusted as necessary on a quarterly basis. For research and
devel opnent contracts total costs incurred are conpared to total expected costs for
each contract. During the fiscal year ended June 30, 2014, the Conpany had one

devel opnent contract for which it recogni zed revenues on a mlestone basis. As of
June 30, 2014 the Conpany had no unconpl eted contracts on which revenue has been
recogni zed on a percentage of conpletion basis.

For those contracts where revenue has been recogni zed using the percentage- of -

conpl etion nmethod of accounting, provisions for estinated | osses on unconpl eted
contracts are made in the period in which such | osses are determ ned. Changes in job
performance, job conditions, and estinated profitability may result in revisions to
costs and inconme and are recognized in the period in which the revisions are

det er mi ned.

Revenues in fiscal year 2014 were $1, 740, 244 | ower when conpared to fiscal year 2013.
The | ower revenues were primarily due to decreased demand for 2kW generator sets by
the U S. Governnment and ot her government contractors. This decrease for fiscal 2014
was partly offset by an increase in revenues for replacenent parts and short-term
orders, including equi pnent and replacenent parts from product |ines acquired from
CGoodnan Bal |, when conpared with fiscal 2013.

In fiscal year 2014, production efforts to provide the Arned Forces and ot her
CGovernment contractors with di esel operated tactical generator sets provided
approxi mately 70% of revenues conpared to approxinmately 82%in fiscal year 2013.
Repl acement parts and ot her short-term busi ness provided approxi mately 29% of
revenues in fiscal year 2014 and approximately 17% of revenues in fiscal year 2013.
Cust onmer funded research and devel opnent efforts provi ded approxi mately 1% of
revenues in fiscal 2014 and approximately 1% of revenues in fiscal 2013.

Revenues from research and devel opment are derived primarily from various prine
contracts with the Departnent of Defense and sub-contracts with other prine
contractors with the Departnent of Defense. In an effort to respond to CGovernment
requi renents the Conpany has designed, integrated and tested di esel generator sets in
the two to 30 kilowatt power range. Since 2007 the Conpany has al so recei ved sub-
contracts to develop military-grade control systens for diesel based fuel cel
reformers. However, no assurances can be given that the Conpany will be awarded any
addi ti onal research and devel opnent contracts or sub-contracts or that the Conpany
will receive production orders as a result of any such contracts or subcontracts that
have been conpleted or are currently in effect.

The Conpany experiences variable anmounts of material receipts fromtime to tinme
during the normal course of business. Material receipts are dependent upon the
recei pt of orders, project requirements and vendor delivery schedul es. As the Conpany
uses the percentage-of-conpletion nmethod of accounting to record revenues on certain
long-termcontracts, material costs have an inpact upon recorded revenues (see Note
1-A, Revenue Recognition of the Notes to Financial Statenents).

The aggregate value of the Conmpany’s backl og of sales orders was $3.4 million on June
30, 2014 and $4.8 million on June 30, 2013. It is estimated that nost of the present
backlog will be billed during the next 12 nonths and recogni zed as fiscal year 2015
revenues.

Gross Profit

Gross profit is affected by a variety of factors including, anong other itens, sales
vol une, product m x, product pricing, and product costs.

The Conpany earned a gross profit of $1,693,315 or 26% of revenues for fiscal year
2014 conpared to a gross profit of $1,685,713 or 20% of revenues for fiscal year
2013. The higher gross profit for fiscal year 2014 was the result of an increase in
the proportion of higher margin sales of nodified generator sets when conpared to
fiscal 2013, and a nore favorable product mix within the Conpany’s repl acenent parts
and short-term busi ness when conpared to fiscal 2013.
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Selling, General and Admi nistrative Expenses

Selling, General and Adnministrative Expenses for fiscal 2014 were $1, 756, 244 or 27%
of revenues conpared to $1, 565,031 or 19% of revenues in fiscal 2013. The nost
significant increases in expense were increases in consulting fees of approxi mately
$125, 000, outside services of approximately $93,000 and general corporate expense of
$24, 000 which were partly offset by a decrease in product devel opnment expense of
approxi matel y $60, 000.

I nterest Expense

The Conpany had interest expense of $26,799 in fiscal 2014 and interest expense of
$8,500 in fiscal 2013.

O her Expense- Net

Amount s reported as other expense represent the net effect of interest incone and
m scel | aneous itens such as the sale of scrap, bank transaction fees and other |ike
itens.

O her expense of $7,172 for fiscal year 2014 was conprised of bank fees of $12,727
partly offset by scrap sal es of $5,555.

O her expense of $12,140 for fiscal year 2013 was conprised of unrei nbursed expense
of $10,626 in connection with the transaction with Goodnman Ball, and bank fees of
$5,569 partly offset by scrap sales of $4, 055.

I ncone/ (Loss) Before Provision for |Incone Taxes

Loss before provision for incone taxes for fiscal year 2014 was $96, 900. For the year
ended June 30, 2013 incone before provision for incone taxes was $100, 042.

Il ncone Taxes

Deferred tax assets and liabilities are recognized for the expected tax consequences
of tenporary differences between the tax bases of assets and liabilities and their
financial statement reported anpunts and for tax | oss and credit carry-forwards.

A valuation all owance is provided against deferred tax assets when it is detern ned
to be nore likely than not that these anounts will not be realized.

The Conpany has provided a full valuation allowance against its net deferred tax
assets as it believes that it is nore likely than not that it will not realize these
tax attributes. The Conpany has approxinmately $997, 000 and $123, 000 of federal and
state net deferred tax assets, respectively, primarily arising fromnet operating

| oss carry-forwards, which expire beginning in 2017.

Inflation

Historically, inflation and price changes have not had a material effect on net sales
and revenues and on incone fromcontinuing operations. Managenent does not believe
that inflation and price changes in fiscal year 2014 had a naterial effect on net

sal es and revenues. However, beginning in fiscal year 2006 and conti nui ng through
fiscal 2014, the 2kW generator set business experienced increased costs related to
netal s, transportation and foreign sourced conponents. The 10-year prinme contract
with the Governnent for 2kW generator sets (which expired in 2013) provided for
limted annual increases in selling price.

In Septenber 2011 the Conpany was able to obtain a nbdest price increase under the
final delivery order of the 2kWcontract descri bed above for orders schedul ed for
delivery in fiscal 2013 and subsequent deliveries in the first quarter of fisca
2014. The effect of this price increase was a snall increase in net sales and
revenues for fiscal years 2013 and 2014.
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Liquidity and Capital Resources

Hi storically, the Conpany's capital expenditures, debt servicing requirements and
wor ki ng capital needs have been financed by cash flow from operations, progress
paynments on various Governnent contracts (based on cost incurred) and a |ine of
credit, described under “Financing Activities” below. As of June 30, 2014, the
Conpany had no naterial capital expenditure comitments. Managenent believes that the
Conpany’s current cash and its Iine of credit, conbined with progress paynents as
well as billings at the tine of delivery of products will be sufficient to support
short-termliquidity requirements, working capital needs and capital expenditures at
their current or expected |levels. However, if our perfornance expectations fall short
(including our failure to generate expected | evels of sales) or our expenses exceed
expectations, or if the commtment under the line of credit becones unavail able, we
will need to secure additional financing and/ or reduce our expenses to continue our
operations. Qur failure to do so would have a material adverse inmpact on our
prospects and financial condition. There can be no assurance that any contenpl ated
additional financing will be available on ternms acceptable to us, if at all. If
required, we believe we would be able to reduce our expenses to a sufficient level to
continue to operate as a goi ng concern

As of the date of this Annual Report the Conpany is in discussions with TD Bank, NA
to renewits line of credit for one year until Novenber 30, 2015. In the event the
line of credit is not renewed on ternms acceptable to the Conpany, the Conpany may
have to take actions to address this situation, including but not limted to, seeking
ot her financing sources (though no assurances can be given that such financing can be
obtained or, if obtained, the tinming thereof.) See “Financing Activities” bel ow.

At June 30, 2014, the Conpany’s working capital was $2, 200,299 conpared to $2,277, 368
at June 30, 2013.

The ratio of current assets to current liabilities was 2.41 to 1 at June 30, 2014 and
3.69 to 1 at June 30, 2013.

The following table is a summary of the Statements of Cash Flows in the Conpany’s
Fi nanci al St atenents:
Years ended June 30,

2014 2013
Net cash (used in)/provided by
Operating activities $ (289, 439) $ 306, 310
I nvesting activities (34, 182) (23, 781)
Fi nanci ng activities 482, 708 (289, 822)

Qperating Activities:

Adj ustments to reconcile net incone to net cash provided by/(used in) operations are
presented in the Statenents of Cash Flows in the Conpany’s Financial Statenents.

Net cash used in operating activities in fiscal year 2014 was conprised primarily of
net | oss before depreciation and anortization, a provision for an inventory reserve,
i ncreases in accounts receivable and inventories and a decrease in accrued expenses,
partly offset by decreases in contract costs and estimated related profits in excess
of applicable billings and prepai d expenses and increases in accounts payabl e and
accrued pension costs.

Net cash provided by operating activities in fiscal year 2013 was conprised prinarily
of net inconme before depreciation and anortization, noncash conpensati on expense, a
provision for an inventory reserve, decreases in accounts receivable and contract
costs and estimated related profits in excess of applicable billings and increases in
accrued expenses and accrued pension, partly offset by increases in inventories and
prepai d expenses and a decrease in accounts payabl e.

The Conpany expenses its research and devel opment costs as incurred. These costs
consist primarily of salaries and material costs. For the fiscal years ended June
30, 2014 and 2013, the Conpany expensed $19,536 and $79, 564, respectively, of
research and devel opnent costs. Research and devel opnent projects perfornmed under
contract for customers are billed to the custonmer and are recorded as contract costs
as incurred.
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I nvesting Activities:

During fiscal year 2014, net cash of $34,182 was used in investing activities. The
entire amobunt was used for capital expenditures, principally for the acquisition of
addi ti onal denpnstration and test equi pnent and conputer software.

During fiscal year 2013, net cash of $23,781 was used in investing activities. The
entire amobunt was used for capital expenditures, principally for replacenent
conputers and software

Fi nanci ng Activities:

In August 2011 the Conpany entered into a 36 nonth, interest free, financing
agreenment with Wells Fargo Financial Leasing in the anmount of $44,466 to finance the
upgrade of the Conpany’'s facility lighting. The | oan was secured by the physica
assets financed under this loan. As of June 30, 2014 the Company had repaid this note
in full.

On April 27, 2009 the Conpany entered into a $500,000 line of credit (the “Line of
Credit”) with TD Bank, NA (the “Bank”). On Novenber 2, 2011, the Conpany and the
Bank entered into a nodification of the Line of Credit, effective as of October 31
2011, which reduced the nmaxi num borrow ng amount to $375, 000, renoved the mini num
interest rate of 4.25% on out standi ng borrowi ngs and extended the Line of Credit to
Noverber 30, 2012. No other terns of the Conpany's April 27, 2009 revol ving term note
to the Bank were changed. On Novenber 16, 2012, the Conpany and the Bank entered into
a further nodification of the Line of Credit, effective as of Novenber 30, 2012

whi ch returned the nmaxi mum borrowi ng anount to $500, 000 and extended the Line of
Credit to Novenmber 30, 2013. No other terns of the Conpany’'s revolving termnote to

t he Bank (previously anended and restated as of October 31, 2011) were changed.

On Novenber 8, 2013, the Conpany and the Bank entered into a nodification of the Line
of Credit, effective Novenber 15, 2013, to tenporarily increase the naxi num borrow ng
amount under the Line of Credit to $1, 000,000 for the six nmonth period Novenber 15,
2013 to May 15, 2014 (after which it returned to $500,000). At the same tinme the
Conpany and the Bank entered into a further nodification of the Line of Credit,
effective as of Novenmber 30, 2013, to extend the Line of Credit to Novenber 30, 2014.
In each case, no other ternms of the Conpany’s revolving termnote to the Bank
(previously amended and restated as of Novenber 30, 2012) were changed.

The Line of Credit provides anong other things for an annual interest rate on
borrowi ngs equal to the Bank’s prine rate plus one (1.00) percent and is subject to
custonary representations, covenants, and default provisions in favor of the Bank
Any | oans drawn under the Line of Credit are secured by a first lien on all of the
Conmpany’ s accounts receivabl e, machi nery, equi pnment, other personal property and
Commerci al Mortgages on the Conpany’s real property. The rate applicable to the Line
of Credit at June 30, 2014 was approximately 4.25% The Conpany has previously
utilized the Line of Credit during periods of increased production requirenments and
(subject to renewal of the Line of Credit as described below)anticipates that it wll
continue to utilize this credit facility during future periods of peak production
activity.

During fiscal 2014 the Conpany borrowed $1, 000,000 under the Line of Credit and as of
June 30, 2014 the Conpany had out st andi ng debt of $500,000 agai nst the Line of

Credit. For fiscal 2014 the Conpany violated a financial ratio covenant. The Conpany
has received a waiver of this technical default fromthe Bank. The Conpany
subsequently repaid the | oan anmount and, as of Septenber 25, 2014, the Conpany has no
out standi ng debt against the Line of Credit.

As of the date of this Annual Report the Conpany is in discussions with the Bank to
renew the Line of Credit for one year until Novenber 30, 2015. In the event the Line
of Credit is not renewed on terns acceptable to the Conpany, the Conpany may have to
take actions to address this situation, including but not limted to, seeking other
fi nanci ng sources (though no assurances can be given that such financing can be
obtained or, if obtained, the timng thereof).
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The Conpany did not use any other cash in financing activities during fiscal years
2014 and 2013.

The Conpany owns approximately 90 acres of land and the building, which it occupies
in Bergen County, New Jersey, adjacent to an interchange of Interstate Route 287

The Conpany is continuing to actively pursue possi bl e nethods of nonetizing 68
undevel oped and unused acres of this property, by its sale and/or devel opnent. This
endeavor has becone nore conplex with the inplications of New Jersey’s “Hi ghl ands
Water Protection and Pl anning Act”.

The Act identifies approxinmately 400,000 acres of New Jersey as The Hi ghl ands
Preservation Area. Pursuant to the statute, this area has the nost onerous
restrictions on future devel opnent. The Conpany’s property is in this area, and
further devel opment woul d not be permitted without a waiver or other relief fromthe
State. The Conpany continues to believe that there are strong reasons why its
property shoul d not be subject to the severe restrictions of the preservation area,
and is attenpting to affect a solution

Since the Act was passed in June of 2004, the State repeatedly del ayed promnul gation
of final regulations and a nmaster plan. Oiginally expected in 2005, fina
regul ati ons and a naster plan were approved by the Governor on Septenber 5, 2008. At
the sane time the Governor issued executive order 114 further defining the franework
by which the Hi ghl ands Council, other State agencies, and both county and muni ci pa
governments are to work together. The Conpany believes that a regul atory environnent
has devel oped wi thin which nonetization of the land may be possible. In light of
these events, the Conpany is actively assessing its options. However, no assurances
can be given that the Conpany's efforts will be successful, that a satisfactory
valuation will be achieved, or that resolution will be tinely.

In May 2008, the Conpany entered into a contract to sell a small parcel of I|and,
approxi mately 7 acres, for $205,000. The land is physically separated fromthe main
parcel of the Conpany’s property by an interstate highway and is contained within the
H ghl ands Preservation Area. Anpong other things, the sale of the land is subject to
approval for devel opment by the Hi ghl ands Conmi ssion and various state and | oca
government agenci es. Accordingly, the Conpany can make no assurance that the sale
wi Il be successfully consummated or, if consummated, the timng thereof.

I n Novenber 2011, the Conpany and the buyer extended the sales contract described
above until December 31, 2012 to allow the buyer additional time to gain the required
approval s for development. In recognition of the additional expense on the part of

t he buyer to obtain the required devel opnent approvals the Conpany agreed to | ower
the contract price of the parcel by $50,000 to $155,000. In January 2013, the Conpany
and the buyer further extended the sales contract until Decenmber 31, 2013 to all ow
the buyer additional time as described above. In February 2014 the Conpany and the
buyer further extended the sales contract until Decenber 31, 2014. However, the
Conpany can make no assurances that the required approvals will be granted, or if
granted, the tinming thereof.

Accounting Standards Updates Not Yet Effective

In July 2013, the Financial Accounting Standards Board (“FASB’) issued an accounting
standard update that provides explicit guidance on the financial statenent
presentation of an unrecogni zed tax benefit when a net operating loss carry-forward
or atax credit carry-forward exists. Under the new standard update, with certain
exceptions, the Conpany’s unrecogni zed tax benefit, or a portion of an unrecognized
tax benefit, should be presented in the financial statements as a reduction to a
deferred tax asset for a net operating loss carry-forward or a tax credit carry-
forward. This accounting standard update will be effective for the Conmpany begi nni ng
in the first quarter of fiscal 2015 and applied prospectively with early adoption
permtted. The Conpany is currently evaluating the inpact of this accounting standard
update on its financial statenents

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014- 09 Revenue

from Contracts with Custoners, which outlines a single conprehensive nodel for
entities to use in accounting for revenue arising fromcontracts with customers and
super sedes nost current revenue recognition guidance, including industry-specific
gui dance. ASU 2014-09 requires an entity to recogni ze revenue depicting the transfer
of goods or services to custonmers in an anount that reflects the consideration to
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which the entity expects to be entitled in exchange for those goods or services. ASU
2014-09 will also result in enhanced revenue related disclosures. ASU 2014-09 is
effective for fiscal years, and interimreporting periods within those years,

begi nni ng after Decenber 15, 2016.

On August 27, 2014, the FASB issued an Accounting Standards Update (ASU 2014-15
whi ch provides guidance on determining when and how to disclose going-concern
uncertainties in the financial statenents. The new standard requires nmanagenent to
performinterimand annual assessnents of an entity’'s ability to continue as a going
concern within one year of the date the financial statenents are issued. An entity
nmust provide certain disclosures if “conditions or events raise substantial doubt
about [the] entity's ability to continue as a going concern.” The ASU applies to al
entities and is effective for annual periods ending after Decenmber 15, 2016, and
interimperiods thereafter, with early adoption permitted.

O her Accounting Standards Updates not effective until after June 30, 2014 are not
expected to have a material effect on the Conpany’'s financial position or results of
operations.

Conpany Strat egy

Begi nning in March of 2013 the environment for Departnent of Defense contracting
busi ness has changed significantly with greatly reduced spendi ng and del ays in
awar di ng contracts. This reduced | evel of business opportunities directly with the

U S. government, as well as with other Departnent of Defense contractors, has
continued through the governnent’s fiscal year ending Septenmber 30, 2014, and we can
gi ve no assurances that this uncertainty or reduction in spending will end after such
fiscal year. Effects of this changed environment has resulted in a 21%drop in the
Conpany’s revenues from sal es of generator sets to the U S. Governnment and other
government contractors for fiscal year 2014 when conpared to fiscal year 2013. In

t hi s changi ng busi ness environnent the Conpany has been pursuing new opportunities
through foreign mlitary sales and an expansion of its product offerings, nost
notably with the acquisition of certain product |ines from Goodnan Ball as di scussed
bel ow under “Long-Term Strategy”. The results of these efforts are reflected in the
conposition of the Company’s backl og at June 30, 2014.

The Conpany’s backl og of $3.4 million at June 30, 2014 includes approxinately $1.0
mllion of orders for 2kWgenerators and spare parts as part of a project by a U S
custoner for foreign mlitary sales with deliveries schedul ed between July 2014 and
Sept enber 2014. The Conpany’s June 30, 2014 backl og al so includes an additional $1.8
mllion of orders for former Goodman Ball products, also with U S. customers, with
deliveries schedul ed between July 2014 and July 2018, npbst of which are also foreign
mlitary sales.

The Conpany al so continues to work toward selling its 2kWgenerators through the
Ceneral Services Administration's GSA gov website (as described below as well as

t hrough other websites and sal es channels. In order to support these efforts the
Conmpany has begun to build generators for inventory in order to have them avail abl e
for imedi ate delivery.

Long- Term Str at egy

The Conpany has many years of experience in contracting with the Departnment of

Def ense and has been successful in obtaining many contracts to provide a wi de array
of products and services. Managenent believes that this experience is a significant
positive competitive factor. Managenment is continuing to explore other areas of

busi ness with the Departnment of Defense, which are capable of providing stability and
gr ow h.

The Conpany has been focused within the market for mlitary conpact di esel power
generation and is expanding its capabilities to also include power nanagenent
solutions ained at delivering power systens with high fuel efficiency that are

engi neered for operation in austere environments or for unattended operation over

ext ended periods. Although no assurances can be nmade that this newinitiative will be
successful, managenent believes it is a strong addition to the Company’s |ong-term
strategy for growh and targeted diversification. This strategy has three parts: 1)
growi ng the Conpany’s profitability in areas where the Conpany already has a strong
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presence, 2) focused diversification into related narkets with existing products and
capabilities, and 3) further taking advantage of the Conpany’s strengths by
addi ti onal expansion into related product categories.

The Conpany faces conpetition in nmany areas and from conpani es of various sizes,
capabilities and resources. Conpetitive factors include product quality, technol ogy,
product availability, price, and custoner service. Managenent believes that the
reputation of the Conpany in these areas provides a significant positive conpetitive
factor. As part of its overall business strategy nanagenent is continuing to expand
and reinforce custoner awareness of the Conpany’s current and past perfornmance as a
Depart ment of Defense supplier, its product quality and reliability, and its
historically strong custoner rel ationships.

The Conpany’s 10 year indefinite delivery, indefinite quantity contract with the U S
Armmy to supply 2kW generator sets expired at the end of Novermber 2013 and deliveries
of orders received under this contract have been conpl eted. The Conpany engaged in
negotiations with the U S. Arny for a new three year, sole source, indefinite
quantity/indefinite delivery contract to produce 2kW generators, however on May 1,
2014 the Conpany was notified that the U S. Arnmy no longer intended to award this
contract. The Conpany anticipates that the Governnent will continue to require the
Conpany’s 2kW generators, however we are unable to predict whether, when, or to what
extent the Government will place orders for these generators. On May 6, 2014 the
United States General Services Administration awarded the Conpany a five year
contract to nake the Conpany’s 2kW generator sets avail able for purchase for nationa
def ense purposes by the Departnent of Defense and ot her branches of the U S.
CGovernment on the GSA. gov website or by individual “Purchase Orders”. The Conpany

al so continues to work to make these generators avail able through other websites and
sal es channel s.

I n approaching the second and third strategi c objectives of targeted diversification
the Conpany is attenpting to capitalize on its previous investnents in technology to
obtain business in related mlitary power markets and to expand into related mlitary
product categories.

On February 20, 2013 the Conmpany announced the purchase of certain assets, rights of
manuf acture and intellectual property from Goodnan Ball, a maker of nmilitary

equi pnment based in Menlo Park, California. As part of this transaction, anong other
t hi ngs, the Conpany agreed to assune responsibility to maintain certain Goodman Bal |
contracts with the U S. Departnment of Defense that pertain to the acquired product
lines, and it took possession of some of Goodnman Ball’s existing inventory for these
product lines on a consignment basis and agreed to pay Goodman Ball as the inventory
is sold to custoners. The product |ines acquired do not conpete with existing product
lines of the Conpany.

The Conpany believes that, by adding two generators to the Conpany’s |ist of

of ferings, this transaction provides a nunber of opportunities relating to the first
and second strategic objectives described above (growing profitability in areas where
t he Conpany already has a strong presence and expanding into related markets). At the
time of the acquisition, Goodman Ball had no backl og of production orders for these
generators. The Conpany nade one delivery for $184,000 of these generators during the
second quarter of fiscal year 2014 (quarter ending Decenber 31, 2013) and as of June
30, 2014 has another order for $133,000 of these generators in backlog. If the
Conpany is able to capitalize on these opportunities, there could be an accretive

i mpact in subsequent period results, however we are unable to predict whether, when
or to what extent these results will be achieved

The Conpany continues to act on the second strategic objective, wrking to expand
into related power markets. Using our expertise in Direct Current power generation we
have expanded our capabilities to include entire power systens integrating our
traditional diesel power generation with renewabl e power sources, energy storage,
power distribution and power managenment. The sol utions remain man-portable or of
simlar scale, and managenent believes that our best opportunities involve austere

| ocations or unattended operation. For exanple we are providing power for another
conpany’s trailer mounted military renote nmonitoring systems. This type of
integration delivers fuel savings as conpared to traditional diesel generators while
al so enabling the optional integration of opportunistic power sources such as sol ar
and wi nd. These acconplishments build on the Conpany’s previous acconplishnments with
vehicl e nounted auxiliary power units, while also working with a grow ng group of
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partner conpani es. Managenent believes these activities can | ead to expanded busi ness
with new types of military power requirenents while also increasing our technica
capabilities. In furtherance of the third strategic objective, expanding into rel ated
mlitary product categories, during the fiscal year ended June 30, 2013, the Conpany
utilized its experience in nmilitary-grade portable power systens under a custoner
funded research and devel opnent sub-contract to design and prototype el ectronic
controls and power conversion devices for diesel fuel cell systens.

Critical Accounting Policies and Esti nmates

The Conpany’s financial statements and acconpanyi ng notes are prepared in accordance
wi th accounting principles generally accepted in the United States of Anerica.
Preparing financial statenents requires us to nake estinmates and assunptions that
affect the reported anmpunts of assets, liabilities, revenues and expenses. These
estimates and assunptions affect the application of our accounting policies. Actua
results could differ fromthese estimates. Qur significant accounting policies are
described in the Notes to the Financial Statenents contained herein. Critica
accounting policies and estinates are those that require application of managenent’s
nost difficult, subjective or conplex judgnents, often as a result of matters that
are inherently uncertain and may change in subsequent periods. The Conpany’s
critical accounting policies and estimates include revenue recognition on contracts
and contract estinmates, pensions, inpairnent of long-lived assets, inventory

val uation, and valuation of deferred tax assets and liabilities.

Revenues and estinmated earni ngs under |ong-term defense contracts (including research
and devel oprment contracts, except as described below in this paragraph) are recorded
usi ng the percentage-of-conpl etion nethod of accounting, neasured as the percentage
of costs incurred to estimated total costs of each contract. For the Conpany’s
indefinite delivery, indefinite quantity contract to provide 2kW generator sets to
the mlitary, which expired on Novenber 30, 2013, percentage-of-conpletion

cal cul ati ons have been based on individual “Delivery Oders” which were periodically
received for specified quantities. These cal cul ati ons require managenent to estimate
the cost to conplete open orders. Changes between those estinmates and the actual cost
of completion of delivery orders inpact the revenue recognition in each reporting
period. Estimates are adjusted as necessary on a quarterly basis. For research and
devel opnent contracts total costs incurred are conpared to total expected costs for
each contract. During the fiscal year ended June 30, 2014, the Conpany had one

devel opnent contract for which it recognized revenues on a milestone basis. As of
June 30, 2014 the Conpany had no unconpl eted contracts on which revenue has been
recogni zed on a percentage of conpletion basis.

The Conpany has a defined benefit pension plan covering substantially all of its

enpl oyees. Financial Accounting Standards Board (FASB) Accounting Standards
Codification 715 (ASC 715), “Conpensation — Retirement Benefits” provides gui dance on
an enpl oyer’s disclosure about plan assets of a defined benefit pension or other
postretirenment plans.

Wth regard to the Conpany’s pension plan, the Conpany has assuned, based upon hi gh
quality corporate bond yields with sinmilar maturities as the benefit obligation, AA
rated or higher, that its assuned discount rate will be 4.00% as of June 30, 2014,
which is | ower than the assuned di scount rate of 4.50% as of June 30, 2013. The
Conpany’ s managenent conducts an anal ysis which includes a review of plan asset

i nvestments and projected future performance of those investnents to deternine the
plan’s assunmed long-termrate of return. The assuned long-termrate of return of
5.25% o0on assets is applied to the market-rel ated val ue of plan assets at the end of
the previous year. This produces the expected return on plan assets that is included
in annual pension income or expense for the current year. The cunul ative difference
bet ween this expected return and the actual return on plan assets is deferred and
anortized into pension inconme or expense over future periods. Since the value of the
Conpany’ s pension assets at fiscal year-end 2014 was |ess than the accunul at ed
pensi on benefit obligation, the Conpany recorded $250,656 as a non-cash adjustnent to
ot her conprehensive incone/(loss) in stockholders’ equity and increased its long-term
pension liability by $250,656. In fiscal year 2013, the Conpany recorded $298, 719 as
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a non-cash adjustnent to other conprehensive |oss in stockholders’ equity and
decreased its long-termpension liability by $298,719. These changes to other
conprehensive loss did not affect net incone and are recorded net of deferred taxes.
See Note 7 of the Notes to Financial Statenments for additional pension disclosures.

The Conpany reviews the recoverability of all long-term assets, including the related
useful lives, whenever events or changes in circunstances indicate that the carrying
amount of a long-lived asset m ght not be recoverable. |[|f required, the Conpany

conpares the estimted undi scounted future net cash flows to the related asset’s
carrying value to deternine whether there has been an inpairnent. If an asset is
considered inpaired, the asset is witten down to fair value, which is based either
on di scounted cash flows or appraised values in the period the inpairnment becones
known.

The Conpany reviews the carrying costs of its inventories and assesses whether the
carrying costs of inventory itens are likely to be recoverable. At the end of fisca
year 2014 the Conpany deternined that an adjustnment of $10,947 was required to reduce
i nventory bal ances to net realizabl e val ue.

Under the asset and liability nethod of accounting for taxes under ASC Topic 740,
“Inconme Taxes”, deferred tax assets and liabilities are recognized for future tax
consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. The
effect on deferred tax assets and liabilities of a change in tax laws is recognized
in the results of operations in the period the new |aws are enacted. A val uation
al l owance is recorded to reduce the carrying anmounts of deferred tax assets unless it
is more likely than not, that such assets will be realized.

[tem 7A QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

Not appl i cabl e.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockhol ders of
The Dewey El ectronics Corporation
Qakl and, New Jer sey

We have audited the acconpanyi ng bal ance sheets of The Dewey El ectronics Corporation
(the “Company”) as of June 30, 2014 and 2013, and the related statenents of
operations, conprehensive incone/(loss), stockholders’ equity, and cash flows for
each of the years in the two-year period ended June 30, 2014. The financial
statenents are the responsibility of the Conpany’s managenent. Qur responsibility is
to express an opinion on these financial statenents based on our audits.

We conducted our audits in accordance with the standards of the Public Conpany
Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material msstatenent. The Conpany is not required to have
nor were we engaged to perform an audit of its internal control over financial
reporting. Qur audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the
ci rcunst ances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit includes exanining, on a test basis, evidence supporting
the anmounts and disclosures in the financial statenents. An audit also includes
assessing the accounting principles used and significant estinates nade by
managenment, as well as evaluating the overall financial statenment presentation. W
believe that our audits provide a reasonable basis for our opinion

In our opinion, the financial statements referred to above present fairly, in al
material respects, the financial position of The Dewey El ectronics Corporation as of
June 30, 2014 and 2013, and the results of its operations and its cash flows for each
of the years in the two-year period ended June 30, 2014, in conformty wth
accounting principles generally accepted in the United States of America.

/sl EisnerAnmper, LLP
Sept enber 26, 2014
I selin, New Jersey
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The Dewey El ectronics Corporation
Bal ance Sheets

ASSETS

CURRENT ASSETS:

Cash and cash equival ents
Accounts receivable

I nventories

Contract costs and related estimated profits in excess of billings

Prepai d expenses and other current assets
TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUI PMENT
Land and i nprovenents
Bui | di ng and i nprovenents
Machi nery and equi pnent
Furniture and fixtures

Less accumnul at ed depreci ation

DEFERRED COSTS
TOTAL OTHER ASSETS

TOTAL ASSETS

LI ABI LI TI ES AND STOCKHOLDERS' EQUI TY:
CURRENT LI ABI LI TI ES:

Not es payabl e — current portion

Trade accounts payabl e

Accrued expenses and other liabilities
Accrued conpensation and benefits payable
Accrued pension costs

TOTAL CURRENT LI ABI LI TI ES

LONG TERM PCORTI ON OF NOTE PAYABLE
LONG TERM PENSI ON LI ABI LI TY

TOTAL LI ABI LI TI ES

STOCKHOLDERS' EQUI TY:

Preferred stock, par value $1.00; authorized 250,000 shares
and out st andi ng- none

Common stock, par value $.01; authorized 3,000,000 shares
1, 693, 397 shares issued and 1, 362, 031 shares out standi ng

at June 30, 2014 and 2013

Addi tional paid-in capital

Ret ai ned ear ni ngs

Accurul at ed ot her conprehensive | oss

Less: Treasury stock, 331,366 shares at June 30, 2014 and 2013

at cost
TOTAL STOCKHOLDERS' EQUITY

TOTAL LI ABILITIES AND STOCKHOLDERS' EQUI TY
See notes to the financial statenents
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June 30
2014 2013
480, 107 $ 321, 020
1, 259, 294 795, 850
1, 960, 564 1,221, 944
-- 699, 343
57,194 86, 664
3,757, 159 3,124, 821
651, 015 651, 015
1, 948, 165 1, 948, 165
3,301, 053 3,272,541
268, 700 263, 030
6, 168, 933 6, 134, 751
(5,312,129 (5, 255, 646)
856, 804 879, 105
65, 095 65, 095
65, 095 65, 095
$ 4,679, 058 $ 4,069, 021
$ 500, 000 $ 14, 822
370, 213 76, 508
377,944 409, 883
120, 685 191, 280
188, 018 154, 960
1, 556, 860 847, 453
-- 2,470
965, 642 714, 986
2,522,502 1, 564, 909

i ssued

16, 934 16, 934
2,882, 842 2,882,842
550, 688 647, 588
(806, 880) (556, 224)
2,643,584 2,991, 140
(487, 028) (487, 028)
2,156, 556 2,504,112
$ 4,679,058 $ 4, 069, 021




The Dewey El ectronics Corporation
Statenments of Operations
Years Ended June 30,

2014 2013

Revenues $ 6,516,392 % 8, 256, 636
Cost of revenues 4,823,077 6, 570, 923
Gross profit 1, 693, 315 1, 685, 713
Selling, general and adnministrative
expenses 1, 756, 244 1, 565, 031
Qperating (loss)/incone (62, 929) 120, 682
I nt erest expense (26, 799) (8,500)
O her expense — net (7,172) (12, 140)
(Loss)/inconme before provision for
i ncome taxes (96, 900) 100, 042
Provi sion for incone taxes -- --
NET( LGSS) / | NCOVE $ (96,900) $ 100, 042
NET(LGSS)/ | NCOVE) PER COVMON SHARE -
BASI C $ (0.07) $ 0. 07
NET(LGSS) / | NCOVE PER COVMON SHARE -
Dl LUTED $ (0.07) $ 0. 07
Wei ght ed average shares out standi ng

Basi c 1, 362, 031 1, 362, 031

Di | uted 1, 362, 031 1, 362, 031

Statenments of Conprehensive (Loss)/Incone

YEARS ENDED JUNE 30,

2014 2013
Net (loss)/incone $ (96, 900) $ 100, 042
Anortization of actuarial gains and | osses (250, 656) 298, 719
Conpr ehensi ve (1 o0ss)/income $ (347,556) $ 398,761

See acconpanying notes to financial statenents
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The Dewey El ectronics Corporation

Statenments of Stockhol ders’ Equity
Years ended June 30, 2014 and 2013

Accurul at ed

Addi ti onal O her Treasury stock Tot al
Conmmon St ock Pai d-in Ret ai ned Conprehensive at Cost St ockhol der s’
Shar es Armount Capi tal Ear ni ngs Loss Shar es Armount Equity
Bal ance, June 30, 2012 1,693, 397 $16,934 $2,880,571 $ 547,546 $ (854, 943) 331, 366 $(487, 028) $ 2,103, 080
Net income -- -- -- 100, 042 -- -- -- 100, 042
M ni num pensi on
liability adjustnent
-- -- -- -- 298, 719 -- -- 298, 719

St ock- based conpensation -- -- 2,271 -- -- -- -- 2,271
Bal ance, June 30, 2013 1,693,397 $16,934 $2,882,842 $ 647,588 $ (556, 224) 331, 366 $(487, 028) $ 2,504,112
Net | oss -- -- -~ (96, 900) -- -- -- (96, 900)
M ni mum pensi on
Bal ance, June 30, 2014 1,693,397 $16,934 $2,882,842 $550,688 $ (806,880) 331,366% (487,028) $ 2,156,556

See notes to financial statenents
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The Dewey El ectronics Corporation
Statenents of Cash Fl ows
Years ended June 30,

CASH FLOAS FROM OPERATI NG ACTI VI TI ES

Net (loss)/income

Adj ustnents to reconcile net(loss)/incone to net

Cash (used in)/provided by operating activities:
Depr eci ation
St ock- based conpensati on expense

i nventory reserve

(I'ncrease)/ Decrease in accounts receivable

Increase in inventories

Decrease in contract costs and rel ated
estinmated profits in excess of billings

in prepai d expenses and ot her

Provi sion for

Decrease/ (I ncrease)
current assets

I ncrease/ (Decrease)in accounts payabl e

(Decrease)/ I ncrease in accrued expenses and ot her
Liabilities

I ncrease in accrued pension costs

Total adjustnents
Net cash (used in)/provided by operating activities

CASH FLOAS FROM | NVESTI NG ACTI VI Tl ES:
Expendi tures for

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES
Short-term borrow ngs
Repaynent of short-term borrow ngs
Repaynent of |ong-term debt

Net cash provided by/ (used in)by financing

activities

NET | NCREASE/ ( DECREASE)

CASH AND CASH EQUI VALENTS AT BEG NNI NG OF YEAR

property,

pl ant and equi pnent

I N CASH AND CASH EQUI VALENTS

CASH AND CASH EQUI VALENTS AT END OF YEAR

SUPPLEMENTAL DI SCLOSURES OF CASH FLOW | NFORMATI ON
Interest paid

See notes to the financial

statenents
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2014 2013

$( 96, 900) $100, 042
56, 483 63, 941

-- 2,271

10, 947 20, 940
(463, 444) 448, 612
(749, 567) (461, 848)
699, 343 227,735
29, 470 (17, 162)
293,705 (331, 486)
(102, 534) 164, 097
33, 058 89, 168
(192, 539) 206, 268
(289, 439) 306, 310
(34, 182) (23, 781)
1, 000, 000 --
(500, 000) (275, 000)
(17, 292) (14, 822)
482, 708 (289, 822)
159, 087 (7,293)
321, 020 328, 313

$ 480,107 $ 321,020
26,799 $ 8, 500



The Dewey El ectronics Corporation
Notes to the Financial Statenents
Years ended June 30, 2014 and 2013

1. Business and Summary of Significant Accounting Policies

The Dewey El ectronics Corporation is a systens oriented mlitary el ectronics

devel opnent, design and manufacturing organi zati on based i n OGakl and, New Jersey with
a focus on compact diesel power generation solutions. |Its principal products are

el ectroni c and el ectro-nechani cal systemnms manufactured for the Arned Forces of the
United States, which the Conpany provides as a prine contractor or subcontractor for
t he Department of Defense.

A.  Revenue Recognition

Revenues and earnings for orders for replacenent parts and other short term business,
i ncludi ng generators not ordered under the 2kWcontract described bel ow, are recorded
when deliveries of product are made and title and risk of |oss have been transferred

to the custonmer and collection is probable.

Revenues and estimated earni ngs under |ong-term defense contracts (including research
and devel opnment contracts) are recorded using the percentage-of-conpletion nethod of
accounting, neasured as the percentage of costs incurred to estimted total costs of
each contract. For the Conpany’s indefinite delivery, indefinite quantity contract to
provi de 2kW generator sets to the mlitary, which expired on Novenber 30, 2013,

per cent age- of - conpl eti on cal cul ati ons have been based on individual “Delivery Orders”
whi ch were periodically received for specified quantities. These cal cul ations require
managenment to estimate the cost to conpl ete open orders. Changes between those
estimates and the actual cost of conpletion of delivery orders inpact the revenue
recognition in each reporting period. Estinates are adjusted as necessary on a
quarterly basis. For research and devel opnent contracts total costs incurred are
conpared to total expected costs for each contract.

For those contracts where revenue has been recogni zed using the percentage- of -

conpl eti on nmethod of accounting, provisions for estimted | osses on unconpl et ed
contracts are made in the period in which such | osses are deternined. Changes in job
performance, job conditions, and estinmated profitability may result in revisions to
costs and incone and are recognized in the period in which the revisions are

det er m ned.

B. Concentration Ri sks

Concentration of Credit R sks

The Conpany is subject to concentrations of credit risk primarily fromcash and
accounts receivable. The Conpany maintains accounts with financial institutions

whi ch exceed the current federally insured nmaxi nrum of $250, 000. The Conpany m ni m zes
ri sks associated with cash by periodically reviewing the credit quality of its
primary financial institutions. The Conpany’s accounts receivable are principally

wi th Departnent of Defense Contractors and agencies of the United States Departnent
of Defense. One Departnment of Defense Contractor accounted for 83.7% of the Company’s
accounts receivable as of June 30, 2014. As of June 30, 2013 various agencies of the
Depart ment of Defense accounted for 24.5% of the Conpany’s outstandi ng accounts

recei vabl e and two Departnent of Defense sub-contractors accounted for 48.9% and
16. 9% of the Conpany’s accounts receivable respectively.

Product Concentrati on R sk

The Conpany derives nore than 70% of its revenues fromthe sale of 2kw portable

el ectrical generator sets to Department of Defense Contractors and various branches
of the United States military. The Conpany’s 10 year indefinite delivery, indefinite
gquantity contract with the U S. Army to supply 2kWgenerator sets expired at the end
of Novenber 2013 and deliveries of orders received under this contract have been
conpl eted. The Conpany had engaged in negotiations with the U S. Arny for a new three
year, sole source, indefinite quantity/indefinite delivery contract to produce 2kW
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generators, however on May 1, 2014 the Conpany was notified that the U S. Arny no
| onger intended to award this contract.

The Conpany antici pates that the Governnent will continue to require the Conpany’s
2kW generators, however we are unable to predict whether, when, or to what extent the
CGovernment will place orders for these generators. On May 6, 2014 the United States
CGeneral Services Administration awarded the Conpany a five year contract to nake the
Conpany’s 2kW generator sets avail able for purchase for national defense purposes by
t he Departnent of Defense and ot her branches of the U S. CGovernnent on the GSA. gov
website or by individual “Purchase Orders”. The Conpany al so continues to work to
nake t hese generators avail abl e through other sal es channels.

Suppl i er Concentration Risks

The Conpany is prinmarily dependent on four vendors to supply qualified components for
its generator products. During fiscal year 2014, two of these suppliers accounted
for 25.0% and 16.5% of material purchases, respectively. In fiscal 2013 two of these
suppliers accounted for 34.2% and 17.1% of material purchases. No other supplier
accounted for nore than 10% of material purchases in fiscal years 2014 or 2013.

Custonmer Concentration Ri sks

The Conpany derives nobst of its revenues from sales of portable electric generators
to ot her Departnment of Defense contractors and through contracts with various
agenci es of the Departnment of Defense including research and devel opnent contracts,
and various short-termcontracts and awards to supply spare parts and performrepairs
on products previously nanufactured and sold by the Conpany. In fiscal year 2014 one
Depart nent of Defense contractor accounted for approximately 63. 7% of Conpany
revenues and the various agencies of the Departnent of Defense accounted for

approxi mately another 11.0% of Conpany revenues. In fiscal year 2013 the Depart nent
of Defense accounted for 73.2% of revenues. No other custoner accounted for nore
than 10% of the Conpany’s revenues in fiscal years 2014 or 2013.

C. Liquidity

For fiscal year ending June 30, 2014, the Conpany had a net |oss of approxinmately
$97, 000 and net cash outflows from operations of approximately $290, 000, principally
due to an increase in inventory to support existing orders. The Conpany believes that
the Conpany’s current cash and its line of credit (described below), which currently
expi res Novenber 30, 2014, conbined with progress paynents as well as billings at the
time of delivery of products, will be sufficient to support short-termliquidity
requi renments, working capital needs and capital expenditures at their current or
expected | evels. However, if our perfornmance expectations fall short (including our
failure to generate expected |l evels of sales) or our expenses exceed expectations, or
if the comm tnent under the line of credit becones unavail able, we may need to secure
addi ti onal financing and/or reduce our expenses to continue our operations. Qur
failure to do so would have a naterial adverse inpact on our prospects and financia
condition. There can be no assurance that any contenplated additional financing wll
be available on terns acceptable to us, if at all. If required, we believe we would
be able to reduce our expenses to a sufficient level to continue to operate as a
goi ng concern

The Conpany’s 10 year, sole source, indefinite delivery/indefinite quantity contract
with the U S. Arny to produce 2kW generator sets expired on Novenber 30, 2013. The
Conpany engaged in negotiations with the U S. Arny for a new three year, sole source,
indefinite quantity/ indefinite delivery contract to produce 2kW generators, however,
on May 1, 2014 the Conpany was notified that the U S. Arny no longer intended to
award this contract. The Conpany anticipates that the Governnent will continue to
require the Conpany’s 2kW generators, however we are unable to predict whether, when
or to what extent the Governnent will place orders for these generators. On May 6
2014 the United States General Services Administration awarded the Conpany a five
year contract to make the Conpany’s 2kW generator sets available for purchase for
nati onal defense purposes by the Departnment of Defense and other branches of the U S
Government on the GSA. gov website or by individual “Purchase Orders”. The Conpany

al so continues to work to make these generators avail able through other sales
channel s.
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The Conpany has a line of credit (the “Line of Credit”) with TD Bank, NA (“the
Bank”). On Novenber 8, 2013 the Conpany and the Bank entered into a nodification of
the Line of Credit, effective Novenber 15, 2013, to tenporarily increase the maxi num
borrowi ng amount under the Line of Credit from $500, 000 to $1, 000,000 for the six
nonth period Novenber 15, 2013 to May 15, 2014 (after which it returned to $500, 000).
At the sanme time the Conpany and the Bank entered into a further nodification of the
Line of Credit, effective Novenber 30, 2013, to extend the Line of Credit for one
year until Novenber 30, 2014. The Conpany repai d the $500, 000 borrowed under the
tenporary increase of the nmaxi num borrow ng amount prior to May 15, 2014.
Additionally, as required under the Conpany’s 2009 | oan agreenment with the Bank, the
Conpany nust maintain a zero balance for 30 consecutive days prior to Novenber 14,
2014. The Conpany has not yet net, but anticipates neeting, this requirenent. For
fiscal 2014, the Company violated a financial ratio covenant. The Company has
received a waiver of this technical default fromthe Bank. The entire | oan bal ance
was subsequently repaid in Septenber 2014.

As of the date of this Annual Report the Conpany is in discussions with the Bank to
renew the Line of Credit for one year until Novenber 30, 2015. In the event the Line
of Credit is not renewed on terns acceptable to the Conpany, the Conpany nay have to
take actions to address this situation, including but not linmted to seeking other
financi ng sources (though no assurances can be given that such financing can be
obtained or, if obtained, the timng thereof).

Reference is nade to Note 9 “Credit Facility” under Notes to the Financial Statenments
of this Annual Report for additional information regarding this Iine of credit.

D. Cash and Cash Equival ents

The Conpany considers investnments in all highly liquid debt instruments with an
original maturity of three nonths or less at the date of purchase to be cash
equi val ent s.

E. Accounts Receivable

The Conpany regularly reviews its trade receivables for probability of collection

An assessment of the probability of collection of delinquent accounts is nmade and an
al  owance is recorded when coll ection beconmes uncertain. There was no all owance for
doubt ful accounts as of June 30, 2014 or June 30, 2013.

F. Inventories

Cost is determned by the first-in, first-out (FIFO method. Inventories are val ued
at the lower of cost or market. Conponents of inventory cost include materials,
direct | abor and overhead that have not been charged to specific contracts.

G Use of Estimates

The preparation of financial statements in conformity wi th accounting principles
generally accepted in the United States of Anerica requires nanagenment to make
estimates and assunptions that affect the reported anpbunts of assets and liabilities
and di scl osure of contingent assets and liabilities at the date of the financia
statenments and reported anpbunts of revenues and expenses during the reporting period.
These estimates include, anong others, |ower of cost or narket estimates for
inventories, realization of deferred tax assets, allowance for doubtful accounts,
revenue recognition and certain accrued expenses. Actual results could differ from
those estinates.

H  Property, Plant, and Equi prent
Property, plant, and equi pnent are stated at cost. Allowance for depreciation is
provided on a straight-line basis over estimated useful lives of three to ten years

for machi nery and equi pment, ten years for furniture and fixtures, and twenty years
for building and inprovenents.
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|. Devel oprment Costs

The Conpany expenses its research and devel opment costs as incurred. These costs
consist primarily of salaries and material costs. For the fiscal years ended June
30, 2014 and 2013, the Conpany expensed $19, 536 and $79, 564 respectively, of research
and devel opnent costs. Research and devel opnent projects perfornmed under contracts
for custoners are billed to the customer and are recorded as contract costs as

i ncurred.

J. lnpairnment of Long-Lived Assets

The Conpany reviews the recoverability of all long-term assets, including the related
useful |ives, whenever events or changes in circunstances indicate that the carrying
amount of a long-lived asset night not be recoverable. |If required, the Conpany
conpares the estimted undi scounted future net cash flows to the related asset’s
carrying value to detern ne whether there has been an inpairnent. |[|f an asset is
considered inpaired, the asset is witten down to fair value, which is based either
on di scounted cash flows or appraised values in the period the inpairnment becones
known. There were no inpairments of |long-termassets in the year ended June 30, 2014
or in the year ended June 30, 2013.

K. | ncone Taxes

Under the asset and liability nethod of accounting for taxes under ASC Topic 740,
“Income Taxes”, deferred tax assets and liabilities are recognized for future tax
consequences attributable to differences between the financial statenment carrying
amounts of existing assets and liabilities and their respective tax bases. The
effect on deferred tax assets and liabilities of a change in tax laws is recognized
in the results of operations in the period the new [aws are enacted. A val uation
al l owance is recorded to reduce the carrying ambunts of deferred tax assets unless it
is more likely than not, that such assets will be realized.

The Conpany accounts for uncertain tax positions in accordance with Generally
Accepted Accounting Principles in the U S. Incone tax positions nmust neet a nore-
i kel y-than-not recognition in order to be recognized in the financial statenents.
The Conpany recogni zes potential accrued interest and penalties related to
unrecogni zed tax benefits within operations as incone tax expense. As new

i nformati on becones avail abl e, the assessment of the recognition threshold and the
nmeasurement of the associated tax benefit of uncertain tax positions may result in
financial statement recognition or de-recognition

L. Deferred Costs

The Conpany is continuing to actively pursue possible nethods of nonetizing the
undevel oped and unused portion of its property, by its sale and/or devel opnent. To
that end the Conmpany has deferred $65,095 of costs incurred related to these efforts.

M  Fair Val ue Measurenents

Fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the
nmeasurenent date (i.e. an exit price). The accounting guidance includes a fair val ue
hi erarchy that prioritizes the inputs to valuation techni ques used to nmeasure fair
value. The three levels of the fair value hierarchy are as foll ows:

Level 1 — Unadjusted quoted prices for identical assets or liabilities in active
mar ket s;

Level 2 — Inputs other than quoted prices in active markets for identical assets and
liabilities that are observable either directly or indirectly for substantially the
full termof the asset or liability; and

Level 3 — Unobservable inputs for the asset or liability, which include managenent’s

own assunption about the assunptions market participants would use in pricing the
asset or liability, including assunptions about risk.
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N. Stock Based Conpensation

The Conpany conputes the value of stock options granted under its Stock Option Plans
usi ng the Cox-Roth-Rubenstein Binonial Tree Method. The value of the options are then
anortized over the vesting period of the options using the straight-1line nmethod. No
stock options were granted in fiscal 2013 or fiscal 2014.

2. Accounting Standards Updates Not Yet Effective

In July 2013, the Financial Accounting Standards Board (“FASB") issued an accounting
standard update that provides explicit guidance on the financial statenent
presentation of an unrecogni zed tax benefit when a net operating |loss carry-forward
or atax credit carry-forward exists. Under the new standard update, with certain
exceptions, the Conpany’s unrecogni zed tax benefit, or a portion of an unrecognized
tax benefit, should be presented in the financial statenents as a reduction to a
deferred tax asset for a net operating |loss carry-forward or a tax credit carry-
forward. This accounting standard update will be effective for the Conpany begi nni ng
in the first quarter of fiscal 2015 and applied prospectively with early adoption
permtted. The Conpany is currently evaluating the inpact of this accounting standard
update on its financial statenents.

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09 Revenue
fromContracts with Custoners, which outlines a single conprehensive nodel for
entities to use in accounting for revenue arising fromcontracts with customers and
super sedes nost current revenue recognition guidance, including industry-specific

gui dance. ASU 2014-09 requires an entity to recogni ze revenue depicting the transfer
of goods or services to custoners in an anount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. ASU
2014-09 will also result in enhanced revenue related disclosures. ASU 2014-09 is
effective for fiscal years, and interimreporting periods within those years,

begi nni ng after Decenber 15, 2016.

On August 27, 2014, the FASB issued an Accounting Standards Update (ASU) 2014-15
whi ch provides guidance on determining when and how to disclose going-concern
uncertainties in the financial statenents. The new standard requires managenent to
performinterimand annual assessnments of an entity’'s ability to continue as a going
concern within one year of the date the financial statenents are issued. An entity
must provide certain disclosures if “conditions or events raise substantial doubt
about [the] entity's ability to continue as a going concern.” ASU 2014-15 applies to
all entities and is effective for annual periods ending after Decenber 15, 2016, and
interimperiods thereafter, with early adoption permitted.

O her Accounting Standards Updates not effective until after June 30, 2014 are not

expected to have a material effect on the Conpany’s financial position or results of
oper ations.

3. | nventori es

I nventories consi st of:

June 30,
2014 2013
Fi ni shed goods $ 292, 380 $ 24,592
Work in progress 577, 681 310, 836
Raw materi al s 1, 090, 503 886, 516
$ 1,960,564 $ 1,221,944
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4. Contract Costs and Estimated Profits in Excess of Billings

June 30,
2014 2013
Costs incurred on contracts in
progress $ -- $3, 463, 691
Esti mated contract profit -- 559, 052
-- 4,022,743
Less: billings to date -- 3, 323, 400
Contract costs and rel ated
estimated profits in excess
of billings $ -- $ 699, 343

5. Stock Option Plan

On Septenber 22, 2011, the Board of Directors of the Conpany adopted the Conpany’s
2011 Stock Option Plan (the 2011 Plan), which was approved by the sharehol ders of the
Conpany on Decenber 8, 2011. Under this plan options to purchase a maxi nrum of 133, 000
shares of comon stock nmay be granted to any enpl oyee of the Company, including

of ficers. Such options nay be either incentive stock options or non-qualified options

and nust be granted with an exercise price no |less than the fair nmarket val ue of the
stock on the date of the grant. No stock options have been granted under this plan.

On Decenber 2, 1998, the Conpany adopted its Stock Option Plan of 1998 (the 1998

Pl an) which was amended and restated effective Decenmber 5, 2001, pursuant to which
options to purchase a maxi mum of 85,000 shares of conmon stock may be granted to
executives and key enployees. Incentive stock options have been granted under this
plan with an exercise price no less than fair market value of the stock on the date
of grant. CQutstanding options generally are exercisable for ten years fromthe date
of grant, except for three grants totaling 12,700 opti ons which are exercisable for a
5-year term CQutstandi ng options have expiration dates ranging from March 30, 2015
to Septenber 21, 2021. No additional options may be granted under this plan.

There were no stock options granted in fiscal 2014 or in fiscal 2013. For fiscal year
2014 the Conpany recorded no stock option conpensati on expense. For fiscal year 2013,
t he Conpany recorded stock option conpensation expense of $2,271

The changes in the nunber of shares under option are as foll ows:

Nunber of Wei ght ed Aver age Exerci se

Shar es Price

Bal ance at June 30, 2012 62, 500 $ 2.50
Granted during 2013 --

Expi red (16, 000) 3.93

Bal ance at June 30, 2013 46, 500 2.00
Granted during 2014 --

Expi red (9, 300) 1.94

Bal ance at June 30, 2014 37,200 $ 2.02

Exerci sabl e at June 30, 2014 37,200 $ 2.02
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At the Annual Meeting of Stockhol ders on Decenber 5, 2001, the Conpany adopted a
Stock Option Plan for Non-Enpl oyee Directors (the “Directors Plan”). The nunber of
shares i ssuabl e upon exercise of options which may be granted under this plan shal
not exceed 50,000 shares of commopn stock. No options have been granted under this
pl an.

Listed belowis a summary of the stock options outstanding and exercisabl e at June
30, 2014:

Qut st andi ng and Exerci sabl e

Wei ght ed Aver age Wei ght ed Aver age
Exercise Price Opti ons Exercise Price Remai ni ng Life-Years

$1. 60 3,100 $1. 60 4.5

2. 47 4, 000 2. 47 0.8

2.24 9, 000 2.24 5.8

2. 20 4,000 2.20 1.5

2.00 9, 000 2.00 6.5

1.71 4,700 1.71 2.3

1.55 3, 400 1.55 7.3

37,200 $2. 02 4.6

As of June 30, 2014, stock options outstanding and exercisable had an intrinsic val ue
of $8, 415.

6. Taxes on | ncone

Deferred tax assets and liabilities as of June 30, 2014 and 2013 consisted of the
fol | owi ng:

Deferred Tax assets/(liabilities): 2014 2013
Current

Vacati on accrual $ 42,687 $50, 578

Def erred Conpensati on 1, 959 4,422

I nventory reserve 26, 482 22,081

Al | onance for doubtful accounts -- --

Pr epai ds (11, 005) (9, 180)

60, 123 67,901

Less val uation al |l owance (60, 123) (67,901)

Total current deferred tax asset -- --
Non- cur r ent

Pensi on 463, 771 349, 718
Depr eci ation (27, 826) 20, 502
Net operating | oss 623, 833 773, 535
1, 059, 778 1,143, 755
Less val uation all owance (1,059, 778) (1, 143, 755)
Total non-current deferred tax
assets - - - -
Total deferred tax assets $ -- $ --

The Conpany has provided a valuation all owance against its net deferred taxes as it
believes that it is nore likely than not that it will not realize the tax attributes.
In fiscal 2014, the Conpany recorded a valuation all owance against its deferred tax
assets as it believes that it is nore likely than not that it will not realize the
tax attributes.
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As of June 30, 2014, the Conpany has approxi mately $1, 705, 000 and $710, 000 of federa
and state, respectively, net operating |oss carry-forwards expiring beginning in 2017
t hr ough 2031.

Income tax (benefit)/expense consists of the foll ow ng:

Year Ended June 30,

2014 2013
Feder a
Current $ -- 8 --
Def erred 109, 050 36, 687
State:
Current -- - -
Def erred 83, 704 6, 741
192, 754 43, 428
Change in valuation all owance (192, 754) (43, 428)
I ncome tax expense $ -- 8 --

The reconciliation of the Federal statutory rate with the Conpany’'s effective tax
rate i s summarized as foll ows:

Years ended June 30,

2014 2013
Federal statutory rate 34.00 % 34.00 %
State tax net of federal benefit 5.77 6.31
Expiration of NOL (71. 30) --
Change to carrying val ue of
deferred tax assets (167. 39) 3.10
Change in valuation all owance 198. 92 (43.41)
Effective rate 0.00 % 0.00 %

The Conpany adopted ASC Topic 740, which clarifies the accounting for uncertainty in
i ncome taxes recognized in the financial statenents. This interpretation prescribes a
recognition threshold, and a neasurenent attribute for the financial statenent
recogni ti on and measurenent of a tax position taken, or expected to be taken, in a
tax return. There were no significant nmatters deternined to be unrecogni zed tax
benefits taken or expected to be taken in a tax return that have been recorded on the
Conpany’s financial statenents for the years ended June 30, 2014 or 2013.

Addi tionally, ASC Topic 740 provi des gui dance on the recognition of interest and
penalties related to income taxes. There were no interest or penalties related to

i ncomre taxes that have been accrued or recogni zed as of and for the years ended June
30, 2014 and 2013.

The Conpany files corporate tax returns in the United States, both in the Federa

jurisdiction and in various state jurisdictions. The Conpany is subject to tax
exam nation for fiscal tax years of 2010 through 2014.

7. Pension Plan

The Conpany has a non-contributory defined benefit retirenent plan covering
substantially all its enployees which is qualified under the Internal Revenue Code
(the Plan). 1In general, enployees can receive an anount per nonth equal to 0.8%
multiplied by their years of service (up to a maxi num of 35 years of service)
multiplied by their average nonthly earnings (based on earnings during the five years
preceding retirenent), up to a specified nmaxi nrum of $850 per nonth for |ife assum ng
normal retirenent at age 65. Upon the enployee’s death, 50% of the nonthly benefit
is payable to the enployee’s spouse for |life. The Conpany’s policy is to contribute
t he amobunts al | owabl e under |nternal Revenue Service regul ations.

32



The investnent policy of the Conpany for its pension plan is to naximze value within
the context of providing benefit security for Plan participants. The Plan assets are
invested in a fixed incone investnent account.

The Conpany has assuned, based upon high quality corporate bond yields with simlar
maturities as the benefit obligation, AA rated or higher, that its assuned discount
rate will be 4.00% as of June 30, 2014, which is lower than the assuned discount rate
of 4.50% as of June 30, 2013. The Company’s managemnment conducts an anal ysi s which

i ncludes a review of plan asset investnents and projected future performance of those
i nvestments to determine the plan’s assunmed |long-termrate of return

The Conpany expects to continue to contribute within the range of legally acceptable
contributions as identified by the Plan’s enrolled actuary. The Conpany nade cash
contributions to the Plan of approximtely $133,000 and $124,000 in fiscal years 2014
and 2013 respectively. The estimated fiscal year 2015 m ni mum contributions to the

Pl an are approxi mately $192, 000.

The foll owi ng tables provide infornmation about changes in the benefit obligation and
Pl an assets and the funded status of the Conpany’s pension plan

2014 2013
Change in benefit obligation

Benefit obligation at begi nning of year $ 2,552,889 $ 2,617,579

Servi ce cost 60, 462 67, 443

Interest cost 112, 804 96, 512

Actuarial (gain)/loss 310, 003 (185, 734)

Benefits paid plus administrative expenses (45, 653) (42,911)
Benefit obligation at end of year $ 2,990,505 $ 2,552,889
Change in plan assets

Fair value of plan assets at begi nni ng of

Year $ 1,682,943 1,538, 081

Actual return on plan assets 66, 317 63, 811

Enpl oyer contri butions 133, 239 123, 962

Benefits paid plus admnistrative expenses (45, 653) (42,911
Fair value of plan assets at end of year $1,836,846 $ 1,682,943
Funded status (1, 153, 660) (869, 946)
Unr ecogni zed net | oss 965, 642 714, 986
Accrued pensi on expense $ (188,018) (154, 960)
Measur enent Date July 1, 2014 July 1, 2013
Wei ght ed Aver age Assunptions

Di scount rate 4. 00% 4. 50%

Expected long-termrate of return on assets 5. 25% 5. 25%

Rate of increase in future conpensation 3. 00% 3. 00%

| evel s

Set forth belowis a summary of the anounts reflected in the Conpany’s Bal ance Sheet
years:

at the end of the last two fisca

June 30, 2014 June 30, 2013

Total accrued pension liability $ (1,153, 660) $(869, 946)
Accurul at ed ot her conprehensive

| oss, pre-tax 965, 642 714, 986
Net anount recognized $ (188,018) _$ (154,960)

The accunul ated benefit obligation for the Plan was $2,990,505 and $2,552,889 at June

30, 2014, and 2013, respectively.
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O her changes in Plan assets and benefit obligations recognized in the O her
Conpr ehensive Loss for each fiscal year are as foll ows:

June 30, 2014 June 30, 2013

Change in net |oss /(gain) $ 334,086 $ (167, 490)
Anortization of net |oss (83, 430) (131, 230)
$ 250, 656 $ 298, 720

Accunul at ed Ot her Conprehensive Loss consisted of the follow ng anounts that had not,
as of year end, been recognized in net benefit cost.

June 30, 2014 June 30, 2013

Unr ecogni zed net | oss $ 965, 642 $ 714,986

Amount s included in Accunul ated O her Conprehensive Loss as of June 30, 2014 that are
expected to be recogni zed as a conponent of benefit cost during fiscal 2015 consi st
of anortization of net |oss of $83,430.

Conponents of periodic pension costs as of June 30, 2014 and 2013 are as foll ows:

2014 2013
Service cost-benefits earned during the
peri od $ 60,462 $ 67, 443
Interest cost on projected benefit
obl i gation 112, 804 96, 512
Expected return on plan assets (90, 400) (82, 055)
Anortization of actuarial |oss 83, 430 131, 230
Net periodi c pension cost $ 166,296 _$ 213,130
Wei ght ed Average Assunptions for Net Periodic
Pensi on Expense
2014 2013
Di scount rate 4. 00% 4. 50%
Expected long-termrate of return on assets 5. 25% 5. 25%
Rate of increase in future conpensation |evels 3. 00% 3. 00%

Retirement Plan for Enpl oyees of Dewey El ectronics Corporation s weighted average
asset allocations at June 30, 2014, and 2013, by asset category are as foll ows:

2014 2013
Asset Category

Fi xed Funds with Guaranteed |Interest Rates 100% 100%
Tot al 100% 100%

Fair Value of Plan Assets

Fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the
measurenent date (i.e. an exit price). See Note 1-M “Fair Val ue Measurenents,” for
a description of the fair value hierarchy that prioritizes the inputs to valuation
techni ques used to neasure fair value. The following is a description of the

val uati on met hodol ogi es used for assets and liabilities neasured at fair val ue.

Al of the Plan’s investnents are in fixed funds with guaranteed interest rates which
are val ued using evaluated bid prices based on a conpilation of observabl e market
information or a broker quote in a non-active market. Inputs used vary by type of
security, but include spreads, yields, rate benchmarks, rate of prepayment, cash
flows, rating changes and coll ateral performance and type. Al fixed inconme funds
are included as a Level 3 neasurenent.
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The following table sets forth a summary of changes of fair value of the Retirenent
Plan’s Level 3 assets for the fiscal year ended June 30, 2014.

Al l Fi xed Funds

Bal ance, June 30, 2013 $1, 682, 943
Actual return on plan assets:
On assets still held at the reporting date 64, 405
On assets sold during the period 1,912
Purchases and sal es 87,586
Transfers in and/or out of Level 3 - -
Bal ance June 30, 2014 $1, 836, 846

The expected future benefit paynents for the years ended June 30, are as follows:

2015 $ 109, 000
2016 $ 118,000
2017 $ 131,000
2018 $ 152,000
2019 $ 159,000
Five years thereafter $ 875, 000

8. Earnings Per Share

Net (1l oss)/incone per share has been presented pursuant to ASC Topic 260, “Earnings
per Share”. Basic net (loss)/incone per share is conputed by dividing reported net
(loss)/income available to comon shareholders by the weighted average nunber of
shares outstanding for the period. Diluted net (loss)/incone per share is conputed
by dividing reported net (loss)/incone available to common shareholders by the
wei ghted average nunber of shares outstanding for the period, adjusted for the
dilutive effect of conmmon stock equival ents, which consist of stock options, using
the treasury stock method.

The tables below set forth the reconciliation of the nunerators and denoni nators of
the basic and diluted net (loss)/income per conmon share conputations. Certain stock
options were excluded fromthe conputation of earnings per share due to their anti-
dilutive effect. The wei ghted average nunber of such shares are 37,200 and 46, 500,
respectively, for the years ended June 30, 2014 and 2013.

Year Ended June 30, 2014

| ncone Shar es Per Share Ampunt
Basi ¢ net |oss per common share $(96, 900) 1, 362, 031 $ (.07)
Effect of dilutive securities -- -- --
Diluted net |oss per conmon share $(96, 900) 1, 362, 031 $ (.07)

Year Ended June 30, 2013

| ncone Shar es Per Share Amount
Basi ¢ net inconme per common share $ 100, 042 1, 362, 031 $ 0. 07
Ef fect of dilutive securities -- -- --
Di | uted net incone per common
share $ 100, 042 1, 362, 031 $ 0. 07
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9. Credit Facility

On April 27, 2009 the Conpany entered into a $500,000 line of credit with TD Bank

NA. On November 2, 2011, the Conpany and the Bank entered into a nodification of the
Line of Credit, effective as of October 31, 2011, which reduced the nmaxi mum borrow ng
amount to $375,000, renoved the mininmuminterest rate of 4.25% on outstanding

borrowi ngs and extended the Line of Credit to Novenber 30, 2012. No other terns of
the Conpany’s April 27, 2009 revolving termnote to the Bank were changed. On
Novermber 16, 2012, the Conpany and the Bank entered into a further nodification of
the Line of Credit, effective as of Novenmber 30, 2012, which returned the maxi mum
borrow ng ambunt to $500,000 and extended the Line of Credit to Novenber 30, 2013. No
other terns of the Conmpany’s revolving termnote to the Bank (previously amended and
restated as of COctober 31, 2011) were changed.

On Novenber 8, 2013, the Conpany and the Bank entered into a nodification of the Line
of Credit, effective Novenber 15, 2013, to tenporarily increase the maxi mum borrow ng
amount under the Line of Credit from $500,000 to $1, 000,000 for the six nonth period
Novenmber 15, 2013 to May 15, 2014 (after which it returned to $500,000). At the sane
time the Conpany and the Bank entered into a further nodification of the Line of
Credit, effective as of Novenber 30, 2013, to extend the Line of Credit to Novemnber
30, 2014. In each case, no other terns of the Conpany’s revolving termnote to the
Bank (previously amended and restated as of Novenber 30, 2012) were changed.

The Line of Credit provides anong other things for an annual interest rate on
borrowi ngs equal to the Bank’s prine rate plus one (1.00) percent and is subject to
custonary representations, covenants, and default provisions in favor of the Bank
Any | oans drawn under the Line of Credit are secured by a first lien on all of the
Conmpany’ s accounts receivabl e, machinery, equi pnent, other personal property and
Comerci al Mortgages on the Conpany’s real property. The rate applicable to the Line
of Credit at June 30, 2014 was approximately 4.25% The Conpany has previously
utilized the Line of Credit during periods of increased production requirenments and
(subject to renewal of the Line of Credit as described below) anticipates that it
wWill continue to utilize this credit facility during future periods of peak
production activity.

During fiscal 2014 the Conpany borrowed $1, 000,000 under the Line of Credit and as of
June 30, 2014 the Conpany had outstandi ng debt of $500, 000 agai nst the Line of

Credit. For fiscal 2014 the Conpany violated a financial ratio covenant. The Conpany
has received a waiver of this technical default fromthe Bank. The Conpany
subsequently repaid the | oan anpbunt and, as of Septenber 25, 2014, the Conpany has no
out st andi ng debt against the Line of Credit. Additionally, as required under the
Conpany’s 2009 | oan agreenent with the Bank, the Conmpany nust maintain a zero bal ance
for 30 consecutive days prior to Novenber 14, 2014. The Conpany has not yet net, but
anticipates neeting, this requirenent.

As of the date of this Annual Report the Conpany is in discussions with the Bank to
renew the Line of Credit for one year until Novenber 30, 2015. In the event the Line
of Credit is not renewed on terns acceptable to the Conpany, the Conpany nmay have to
take actions to address this situation, including but not linmted to seeking other
financi ng sources (though no assurances can be given that such financing can be
obtained or, if obtained, the timng thereof).

[tem 9. CHANGES | N AND DI SAGREEMENTS W TH ACCOUNTANTS
ON ACCOUNTI NG AND FI NANCI AL DI SCLOSURE

None.
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[tem 9A CONTRCOLS AND PROCEDURES

Eval uati on of Di sclosure Controls and Procedures

The Conpany carried out, under the supervision and with the participation of the
Conpany’ s managenent, including the Chief Executive Oficer and Treasurer, an

eval uation of the effectiveness of the design and operation of its disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934) as of the end of the fiscal year covered by this
Annual Report. Based on this evaluation, the Chief Executive Oficer and Treasurer
concl uded that, as of June 30, 2014, the design and operati on of the Conpany's

di scl osure controls and procedures were effective.

Nonet hel ess, a control system no natter how well designed and operated, cannot
provi de absol ute assurance that the objectives of the control systemare net, and no
eval uation of controls can provide absol ute assurance that all control issues have
been det ect ed.

Managenent’ s Report on Internal Control over Financial Reporting

The Conpany’s nmanagenment is responsible for establishing and maintaini ng adequate
internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-
15(f) under the Securities Exchange Act of 1934). The Conpany’'s internal control over
financial reporting is a process designed to provide reasonabl e assurance regardi ng
the reliability of financial reporting and the preparation of financial statenents
for external purposes in accordance with U S. generally accepted accounting
principles.

Managenent conducted an eval uation of the effectiveness of the Conpany’s interna
control over financial reporting as of June 30, 2014 based on criteria established in
Internal Control — Integrated Franework issued by the Committee of Sponsoring

Organi zations of the Treadway Conmi ssion (“C0OSO'). Based on this eval uation,
managenment concl uded that the Conpany’s internal control over financial reporting was
effective as of June 30, 2014 based on those criteria issued by COSO in 1992

Because of its inherent linmitation, internal control over financial reporting may not
prevent or detect msstatenents. Also, projections of any eval uation of

ef fectiveness to future periods are subject to the risk that controls nay becone

i nadequat e because of changes in conditions, or that the degree of conpliance with
the policies or procedures nmay deteriorate.

Changes in Internal Control over Financial Reporting
There were no changes in the Conpany’s internal control over financial reporting

during the fiscal quarter ended June 30, 2014 that materially affected, or are
reasonably likely to affect, the Conpany’s internal control over financial reporting.

[tem 9B. OTHER | NFORVATI ON

None
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PART 111
[tem 10. DI RECTORS, EXECUTI VE OFFI CERS AND CORPORATE GOVERNANCE

Information in response to this Itemis incorporated herein by reference fromthe
Conpany’s definitive proxy statenent for the 2014 Annual Meeting of Stockhol ders.

The Conpany’s Code of Ethics is available at our website at www deweyel ectronics. com

[tem 11. EXECUTI VE COVPENSATI ON

Information in response to this Itemis incorporated herein by reference fromthe
Conpany's definitive proxy statenent for the 2014 Annual Meeting of Stockhol ders.

[tem 12. SECURI TY OMNERSHI P OF CERTAI N BENEFI Cl AL OANERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Item 403 of Regulation S-K

Information in response to this Itemis incorporated herein by reference fromthe
Conpany's definitive proxy statenent for the 2014 Annual Meeting of Stockhol ders.

Item 201(d) of Regulation S-K
Equity Conpensation Plan Infornmation as of June 30, 2014
(a) (b) (c)

Nurmber of securities \Weighted-average Number of securities
to be issued upon exercise price of remai ni ng avail able for
exerci se of out st andi ng future issuance under
outstanding options, options, warrants equity conpensation plans
warrants and rights and rights (excluding securities

reflected in colum (a))
Pl an Cat egory

Equity conpensation plans approved by
security hol ders 37, 200 $2.0188 183, 000

Equity conpensation plans not
approved by security hol ders -- .- .-

Tot al 37,200 $2.0188 183, 000

Al of the outstanding options (colum a) were granted under the Conpany’'s 1998 Pl an.

Securities available for future issuance (colum c) consist of 133,000 options
avail abl e for grant under the Conpany’s 2011 Pl an and 50, 000 options avail able for
grant under the Company’s Directors Plan

[tem 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS
AND DI RECTOR | NDEPENDENCE

Information in response to this Itemis incorporated herein by reference fromthe
Conpany’s definitive proxy statenment for the 2014 Annual Meeting of Stockhol ders.

[tem 14. PRI NCI PAL  ACCOUNTANT FEES AND SERVI CES

Information in response to this Itemis incorporated herein by reference fromthe
Conpany’s definitive proxy statenment for the 2014 Annual Meeting of Stockhol ders.
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PART IV

[tem 15. EXHI BI TS, FI NANCI AL STATEMENT SCHEDULES

A list of the exhibits required to be filed as part of this report is set forth in
the Index to Exhibits, which inediately follows the signhature page, and is
i ncorporated herein by this reference.

SI GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities Exchange Act of
1934, The Dewey El ectronics Corporation has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized:

THE DEVEY ELECTRONI CS CORPORATI ON

/'s/ John H. D. Dewey /sl Stephen P. Krill
BY: John H. D. Dewey BY: Stephen P. Krill Jr., Treasurer
President and Chief Executive Oficer

DATE: Sept enber 26, 2014

Pursuant to the requirenents of the Securities Exchange Act of 1934, this report has
been si gned bel ow by the foll ow ng persons on behalf of the Registrant and in the

capacities and on the dates indicated:

/s/ John H.D. Dewey Date: Septenber 26, 2014
John H. D. Dewey Director
/sl James M Link Date: Septenber 26, 2014
Janmes M Link Di rector
/'s/ Nat hani el Roberts Date: Septenber 26, 2014
Nat hani el Roberts Di rector
/'s/ Robert Meissner Date: Septenber 26, 2014
Robert Mei ssner Di rector
/sl Ron Tassello Date: Septenber 26, 2014

Ron Tassell o

Di rector
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THE DEVEY ELECTRONI CS CORPORATI ON
I NDEX TO EXHI BI TS

The followi ng exhibits are filed as part of this report. For conveni ence of
ref erence,
to Regul ati on S-K

Nurber
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10

10

10

10

10

10

10

31.

31.

32.

32.

2

(a)-

(b)-

(a)-

(b)-

(c)-

(d)-

(e)-

(f)-

(9)-

(h)-

exhibits are listed according to the nunbers assigned in the Exhibit table

Page No.

Certificate of Incorporation as anended. This itemwas filed as part
of the Registrant's Form 10-K for the year ended June 30, 1988 and is
herei n i ncorporated by reference. --

By Laws as anended. This itemwas filed as part of the Registrant's
Form 10-K for the year ended June 30, 1988 and is herein incorporated
by reference. --

2011 Stock Option Plan. This itemwas filed with the
Registrant’s Definitive Proxy Statement for the 2011 annua
nmeeting of stockhol ders on Decenber 8, 2011 and is herein
i ncorporated by reference.

2001 Stock Option Plan for Non-Enpl oyee Directors. This itemwas filed
with the Registrant’s Definitive Proxy Statement for the 2001 annua
nmeeting of stockhol ders on Decenber 5, 2001 and is herein incorporated
by reference. --

Amendnent and Restatenent of the 1998 Stock Option Plan. This item
was filed with the Registrant’s Definitive Proxy Statenment for the
2001 annual neeting of stockhol ders on Decenmber 5, 2001 and is herein
i ncorporated by reference. --

Form of Grant Letter for the 1998 Stock Option Plan. This itemwas filed
as part of the Registrant’s Form 10-K for the year ended June 30, 2010
and is herein incorporated by reference. --

Amended and Restated Revol ving Term Note nade by The Dewey El ectronics
Corporation in favor of TD Bank N. A dated Novenber 08, 2013. This item
was filed with the Registrant’s Form 10-Q for the period ended Septenber
30, 2013 and is herein incorporated by reference. --

Loan and Security Agreenent between The Dewey El ectronics Corporation and
TD Bank, NA dated April 20, 2009. This itemwas filed with the

Regi strant’s Form 10-Q for the period ended March 31, 2009 and is herein
i ncorporated by reference. --

Conmer ci al Mortgage and Security Agreenent and Assi gnment of Leases and
Rents between The Dewey El ectronics Corporation and TD Bank, NA dated
Noverber 08,2013. This itemwas filed with the Registrant’s Form 10-Q for
the period ended Septenber 30, 2013 and is herein incorporated by

ref erence. --

Modi fication Agreenent dated as of Novenber 08, 2013 between The Dewey
El ectroni cs Corporation and TD Bank, N.A. This itemwas filed with the
Regi strant’s Form 10-Q for the quarter ended Septenber 30, 2013 and is
herei n i ncorporated by reference. --

Certification of Chief Executive Oficer Pursuant to Section 302 of
t he Sarbanes-Oxl ey Act of 2002 (filed herewith). --

Certification of Treasurer Pursuant to Section 302 of the Sarbanes- Oxl ey
Act of 2002 (filed herewith). --

Certification of Chief Executive Oficer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxl ey Act of
2002 (filed herewth). --

Certification of Treasurer pursuant to 18 U S.C Section 1350, as

adopt ed pursuant to Section 906 of the Sarbanes- Oxl ey Act of 2002
(filed herew th) --
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Exhi bit 31.1
CERTI FI CATI ON PURSUANT TO
SECTI ON 302 OF THE SARBANES- OXLEY ACT OF 2002

I, John H. D. Dewey, certify that:

1. | have reviewed this annual report on Form 10-K of The Dewey El ectronics
Cor por ati on;
2. Based on nmy know edge, this report does not contain any untrue statement of a

material fact or omt to state a material fact necessary to nake the statenents nade,
in light of the circunstances under which such statenents were nade, not m sl eadi ng
with respect to the period covered by this report;

3. Based on ny know edge, the financial statenents, and other financia
information included in this report, fairly present in all nmaterial 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 | are responsible for
establ i shing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rul es 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rul es 13a-15(f) and 15d-15(f))for the
regi strant and have:

a) desi gned such disclosure controls and procedures, or caused such
di scl osure controls and procedures to be desi gned 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
pr epar ed;

b) desi gned such internal control over financial reporting, or caused such
internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of
financial reporting and the preparation of financial statenments for
ext ernal purposes in accordance with generally accepted accounting
principl es;

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

d) di sclosed in this report any change in the registrant’s internal contro
over financial reporting that occurred during the registrant’s nost
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 | have discl osed, based on our
nost recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit conmittee of the registrant’s board of directors
(or persons perform ng the equival ent 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 ot her
enpl oyees who have a significant role in the registrant’s internal
control over financial reporting.

Date: Septenber 26, 2014
By: /s/ John H. D. Dewey
Presi dent and Chi ef Executive Oficer
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Exhibit 31.2

CERTI FI CATI ON PURSUANT TO
SECTI ON 302 OF THE SARBANES- OXLEY ACT OF 2002

I, Stephen P. Krill, certify that:

1. | have reviewed this annual report on Form 10-K of The Dewey El ectronics

Cor por ati on;

2. Based on nmy know edge, this report does not contain any untrue statement of a

material fact or omt to state a material fact necessary to nake the statenents nade,
in light of the circunstances under which such statenents were nade, not m sl eadi ng
with respect to the period covered by this report;

3. Based on nmy know edge, the financial statenents, and other financia
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 | are responsible for

est abl i shing and nai ntai ning disclosure controls and procedures (as defined in
Exchange Act Rul es 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
regi strant and have:

a) desi gned such disclosure controls and procedures, or caused such
di scl osure controls and procedures to be desi gned 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
pr epar ed;

b) desi gned such internal control over financial reporting, or caused such
internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of
financial reporting and the preparation of financial statenments for
ext ernal purposes in accordance with generally accepted accounting
principl es;

c) eval uated the effectiveness of the registrant’s disclosure controls and
procedures and presented in this report our conclusions about the
ef fecti veness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such eval uation; and

d) di sclosed in this report any change in the registrant’s internal contro
over financial reporting that occurred during the registrant’s nost
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 | have discl osed, based on our
nost recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit comittee of the registrant’s board of directors
(or persons perform ng the equival ent functions):

a) all significant deficiencies and materi al 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 ot her
enpl oyees who have a significant role in the registrant’s internal
control over financial reporting.

Date: Septenber 26, 2014
By: /sl Stephen P. Kril
Tr easurer
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EXH BIT 32.1

CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report of The Dewey El ectronics Corporation (the
"Corporation”) on Form 10-K for the fiscal year ended June 30, 2014 as filed with the
Securities and Exchange Conmi ssion on the date hereof (the "Report"), I, John H D
Dewey, Chief Executive Oficer of the Corporation, certify, pursuant to 18 U. S C

§ 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to ny
know edge:

(1) The Report fully conplies with the requirenents 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 results of operations of the Corporation

/s/ John H. D. Dewey

John H. D. Dewey, Chief Executive Oficer
Date: Septenber 26, 2014

A signed original of this witten statement required by Section 906 has been provi ded
to The Dewey El ectronics Corporation and will be retained by The Dewey El ectronics
Corporation and furnished to the Securities and Exchange Conmi ssion or its staff upon
request.

EXHIBIT 32.2

CERTI FI CATI ON PURSUANT TO
18 U. S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report of The Dewey El ectronics Corporation (the
"Corporation") on Form 10-K for the fiscal year ended June 30, 2014 as filed with the
Securities and Exchange Commi ssion on the date hereof (the "Report"), |, Stephen P
Krill, Treasurer of the Corporation, certify, pursuant to 18 U . S.C. § 1350, as
adopted pursuant to 8 906 of the Sarbanes-Oxley Act of 2002, that to ny know edge:

(1) The Report fully conplies with the requirenments 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 results of operations of the Corporation

/sl Stephen P. Kril

Stephen P. Krill, Treasurer
Date: Septenber 26, 2014

A signed original of this witten statement required by Section 906 has been provi ded
to The Dewey El ectronics Corporation and will be retained by The Dewey El ectronics
Corporation and furnished to the Securities and Exchange Commr ssion or its staff upon
request.
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