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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

The accompanying unaudited financial statements have been prepared in accordance with the instructions to Form
10-Q pursuant to the rules and regulations of the Securities and Exchange Commission and, therefore, do not include
all information and footnotes necessary for a complete presentation of our financial position, results of operations,
cash flows, and stockholders' equity in conformity with generally accepted accounting principles. In the opinion of
management, all adjustments considered necessary for a fair presentation of the results of operations and financial
position have been included and all such adjustments are of a normal recurring nature.

Our unaudited balance sheet at September 30, 2013 and our audited balance sheet at June 30, 2012; the related
unaudited statements of operations for the quarters ended September 30, 2013 and 2012; and the related unaudited
statement of cash flows for the quarters ended September 30, 2013 and 2012, are attached hereto.
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ASSETS

CURRENT ASSETS

Cash

Accounts receivable - net

Accounts receivable - related party - net
Inventory - net

Deferred debt issuance cost

Prepaid and other current assets

Total Current Assets

PROPERTY AND EQUIPMENT
Leasehold improvements

Molds and models

Equipment

Leased equipment

Furniture and fixtures

Software

Less - accumulated depreciation

Total Property and Equipment
OTHER ASSETS

Patents and trademarks - net
Deposits

Total Other Assets

TOTAL ASSETS

AMERITYRE CORPORATION
Balance Sheets

September 30,

$

$

2013
(Unaudited)

28,296
351,472
28,942
528,019
30,000
58,191

1,024,920

162,683
810,928
3,123,373
27,900
100,142
311,632
(3,890,659)

645,999
497,813

11,000
508,813

2,179,732

The accompanying notes are an integral part of these financial statements.

$

$

June 30,
2013

108,747
338,242
30,018
543,752
30,000
84,770

1,135,529

162,683
804,359
3,109,440
27,900
100,142
311,632
(3,841,200)

674,956
505,006

11,000
516,006

2,326,491
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AMERITYRE CORPORATION
Balance Sheets (Continued)

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES

Accounts payable

Convertible notes - net

Unsecured notes and short-term borrowings
Accrued expenses

Current portion of long-term debt

Accrued interest

Deferred revenue

Total Current Liabilities
Long-term debt

Total Long-Term Debt
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY
Preferred stock: 5,000,000 shares authorized
of $0.001 par value, -0- shares issued and
outstanding, respectively
Common Stock: 55,000,000 shares authorized of
$0.001 par value, 39,741,620 and 39,741,620
shares issued and outstanding, respectively
Additional paid-in capital
Retained deficit

Total Stockholders' Equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

September 30,
2013
(Unaudited)

$ 478,191
62,717
413,046
186,517
18,219

29,204

1,187,894
53,840
53,840

1,241,734

39,741
60,269,551
(59,371,294)

937,998

$ 2,179,732 $

The accompanying notes are an integral part of these financial statements.

June 30,
2013

493,723
100,000
409,200
167,931
18,888
19,004
7,293

1,216,039
53,840
53,840

1,269,879

39,741
60,213,599

(59,196,728)

1,056,612

2,326,491
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AMERITYRE CORPORATION
Statements of Operations
(Unaudited)
For the Quarter Ended
September 30,
2013 2012

NET SALES $ 1,037,325 $ 913,210
COST OF GOODS SOLD 815,519 730,096
GROSS PROFIT 221,806 183,114
EXPENSES
Research and development 35,913 21,849
Sales and marketing 119,689 114,512
General and administrative 226,894 317,248
Total Expenses 382,496 453,609
LOSS FROM OPERATIONS (160,690) (270,495)
OTHER INCOME/(EXPENSE)
Interest income 11 496
Interest expense (13,887) (7,889)
Total Other Income/(Expense) (13,876) (7,393)

NET LOSS BEFORE PROVISION FOR INCOME TAXES (174,566) (277,888)

PROVISION FOR INCOME TAXES - -
NET LOSS $ (174,566) $ (277,888)
BASIC AND DILUTED LOSS PER SHARE $ (0.00) $ (0.01)
WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING 39,741,620 34,437,490

The accompanying notes are an integral part of these financial statements.
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AMERITYRE CORPORATION
Statements of Cash Flows
(Unaudited)
For the Quarter Ended
September 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Loss $ (174,566) $ (277,888)
Adjustments to reconcile net loss to net cash used by operating activities:
Depreciation & amortization expense 56,652 62,781
Amortization of discount on convertible note 3,687 -
Change in allowance for bad debt 4,191 (18,235)
Stock based compensation related to employee and director options 14,982 20,346
Changes in operating assets and liabilities:
(Increase)/Decrease in accounts receivable (16,346) 16,025
(Increase)/Decrease in inventory and inventory reserve 15,734 (112,005)
(Increase)/Decrease in prepaid and other current assets 26,579 17,547
(Increase)/Decrease in other assets - 15,000
(Decrease)/Increase in accounts payable and accrued expenses 5,960 33,883
Net Cash Used by Operating Activities (63,127) (242,546)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (20,501) (145,817)

Net Cash Used by Investing Activities (20,501) (145,817)
CASH FLOWS FROM FINANCING ACTIVITIES
Redemption of convertible note payables - (100,000)
Proceeds from stock subscriptions - net of issuance costs - 814,114
Proceeds from short-term borrowings 235,769 -
Repayments of short-term borrowings (231,923) -
Payments on long-term debt (669) (2,740)

Net Cash Provided by Financing Activities 3,177 711,374
NET (DECREASE)/INCREASE IN CASH (80,451) 323,011
CASH AT BEGINNING OF PERIOD 108,747 105,838
CASH AT END OF PERIOD $ 28,296 $ 428,849

NON-CASH FINANCING ACTIVITIES

During the quarters ended September 30, 2013 and 2012, the Company paid $4,500 and $7,889 for interest,
respectively. Also, there were no cash payments for taxes for the quarters ended September 30, 2013 and 2012,
respectively. The amortization of discount on convertible note relates to the value of the common stock warrants
issued under an extension agreement (Note 4). During the quarters ended September 30, 2013 and 2012, the Company
amortized $3,687 and $0, respectively, to interest expense related to the discount on convertible note.

The accompanying notes are an integral part of these financial statements.
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AMERITYRE CORPORATION
Notes to the Unaudited Financial Statements
September 30, 2013 and June 30, 2013

NOTE 1 - BASIS OF FINANCIAL STATEMENT PRESENTATION

The accompanying unaudited condensed financial statements have been prepared by us pursuant to the rules and
regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally
included in financial statements prepared in accordance with accounting principles generally accepted in the United
States of America have been condensed or omitted in accordance with such rules and regulations. The information
furnished in the interim condensed financial statements includes normal recurring adjustments and reflects all
adjustments, which, in the opinion of management, are necessary for a fair presentation of such financial

statements. We believe the disclosures and information presented are adequate to make the information not
misleading. These interim condensed financial statements should be read in conjunction with our most recent audited
financial statements and notes thereto included in our June 30, 2013 Annual Report on Form 10-K. Operating results
for the quarter ended September 30, 2013 are not necessarily indicative of the results that may be expected for the
current fiscal year ending June 30, 2014.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Fair Value of Financial Instruments

The Company’s financial instruments consist of cash, accounts payable, and notes payable. The carrying amount of
cash and accounts payable approximates their fair value because of the short-term nature of these items. The carrying
amount of the notes payable approximates fair value as the individual borrowings bear interest at rates that
approximate market interest rates for similar debt instruments.

Trade Receivables

We generally charge-off trade receivables that are more than 120 days outstanding as bad-debt expense, unless
management believes the amount to be collectable. The charge-off amounts are included in general and administrative
expenses. As of September 30, 2013 and 2012, the reserve for uncollectible accounts was $12,237 and $18,915,
respectively.

Stock Based-Compensation Expense

We account for stock-based compensation under the provisions of Accounting Standards Codification 718,
Compensation — Stock Compensation (ASC 718). Our financial statements as of and for the quarter ended September
30, 2013 and 2012 reflect the impact of ASC 718. Stock-based compensation expense related to director and
employee options recognized under ASC 718 for the quarters ended September 30, 2013 and 2012 was $14,982 and
$20,346, respectively.

ASC 718 requires companies to estimate the fair value of share-based payment awards on the date of grant using an
option-pricing model. The value of the portion of the award that is ultimately expected to vest is recognized as
expense over the requisite service periods in our Statement of Operations. Stock-based compensation expense
recognized in our Statements of Operations for the quarters ended September 30, 2013 and 2012 assumes all awards
will vest, therefore no reduction has been made for estimated forfeitures. We have awarded some options with a
performance requirement and no amounts will be recorded until the requirement is met.
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Basic and Fully Diluted Net Loss Per Share

Basic and Fully Diluted net loss per share is computed using the weighted-average number of common shares
outstanding during the period.

For the Quarter Ended

September 30,

2013 2012
Loss (numerator) $ (174,566 ) $ (277,888 )
Shares (denominator) 39,741,620 34,437,490
Per share amount $ (0.00 ) $ (0.01 )

Our outstanding stock options, warrants and shares issuable upon conversion of outstanding convertible notes have
been excluded from the basic and fully diluted net loss per share calculation. We excluded 2,812,286 and 2,658,715
common stock equivalents for the quarter ended September 30, 2013 and 2012, respectively, because they are
anti-dilutive.

Income Tax

We file federal income tax returns in the U.S. and state income tax returns in those state jurisdictions where we are
required to file. With few exceptions, we are no longer subject to U.S. federal, state or and local income tax
examinations by tax authorities for years before 2009. We have adopted the provisions of Accounting Standards
Codification 740, Income Taxes (ASC 740).

10



Edgar Filing: AMERITYRE CORP - Form 10-Q

Table of Contents

AMERITYRE CORPORATION
Notes to the Unaudited Financial Statements
September 30, 2013 and June 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

There are no tax positions included in the balance at September 30, 2013 for which the ultimate deductibility is highly
certain but for which there is uncertainty about the timing of such deductibility. Because of the impact of deferred tax
accounting, other than interest and penalties, the disallowance of the shorter deductibility period would not affect the
annual effective tax rate but would accelerate the payment of cash to the taxing authority to an earlier period.

Our policy is to recognize accrued interest related to unrecognized tax benefits in interest expense and penalties in
operating expenses.

Certain prior year balances have been reclassified to conform to the current year presentation.
Related Party Transactions

Amerityre’s Chairman of the Board and Chief Executive Officer, Timothy L. Ryan, is also the principal owner of
Rhino Rubber LLC, a manufacturing and distribution company for solid industrial tires and wheels. During the
quarter ended September 30, 2013 and 2012, Rhino Rubber LLC purchased a total of $175 and $4,284, respectively,
in tire products from Ameritye. As of September 30, 2013 and 2012, the accounts receivable balances for Rhino
Rubber LLC were $28,942 and $26,862, respectively.

A former board member, Silas O. Kines, who passed away on January 11, 2012, was also the principal owner of K-2
Industrial Tire, Inc. In accordance with the Commission Agreement, dated February 2, 2011, between Amerityre
Corporation and K-2 Industrial Tire, Inc., K-2 is due a five percent (5%) commission on all forklift tire sales. In
exchange for the forklift models transferred to Amerityre under that agreement, the first $96,000 in commission
payments will be used to extinguish to the long term liability recorded on the transaction. As of September 30, 2013,
$18,219 and $53,840 were recorded for the current and long-term portion, respectively, of the related liability.

NOTE 3 - INVENTORY

Inventory is stated at the lower of cost (computed on a first-in, first-out basis) or market. The inventory consists
primarily of chemicals, finished goods produced in our plant and products purchased for resale.

September 30,
2013 June 30, 2013
(Unaudited)
Raw Materials® $ 236,947 $ 230,030
Finished Goods 291,072 313,722
Total Inventory $ 528,019 $ 543,752

We had an inventory reserve amount of $67,648 and $33,448 recorded as of September 30, 2013 and June 30, 2013,
respectively, for items that were deemed to be slow moving or obsolete based on an analysis of all inventories on
hand.

NOTE 4 - NOTES PAYABLE AND SHORT-TERM BORROWINGS

11
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In September 2010, we closed a private placement of secured convertible promissory notes (the “Notes”). We sold an
aggregate of $755,800 in Notes. The Notes had a one year term with simple interest of 6.0%. The Notes are
convertible at the holders’ option to our common stock at a conversion rate of $0.35 per share. The Notes are secured
by all assets of the Company. Principal and interest are due at maturity of the Notes if the Notes are not converted. If
the holder elects such conversion, for each two shares in the conversion, the holder shall also receive one warrant to
purchase an additional share, exercisable at $0.60 per share for an exercise period of 2 years from the date of
conversion. No officers, directors or affiliates of the Company participated in the private placement. The Notes were
sold pursuant to subscription documents between the Company and each investor. In connection with the private
placement of secured convertible promissory notes, on September 15, 2010, the Company issued 142,856 shares of
restricted common stock as finders' fees. The aggregate value of the shares issued as finders’ fees was $50,000, based
on the closing price of $0.36 per share. As of September 30, 2013, $460,000 of the Notes were redeemed; $195,800
of the Notes converted into 559,429 shares of common stock; and $100,000 of the Notes extended maturity until
March 31, 2014. Interest due on the Notes as of September 30, 2013 was $6,750.

Under the terms of the agreement to extend the remaining $100,000 secured convertible promissory note, the note
holder received 500,000 common stock warrants and $6,500 in accrued interest and fees. The value of the warrants
issued was $40,970, using the Black Scholes valuation method, and is amortized to interest expense over the extension
period. Accordingly, the unamortized value of the warrants of $37,283 is reflected on the balance sheet as a discount
on convertible note.

12
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AMERITYRE CORPORATION
Notes to the Unaudited Financial Statements
September 30, 2013 and June 30, 2013

NOTE 4 - NOTES PAYABLE AND SHORT-TERM BORROWINGS, Continued

In February 2013, we closed a private placement of unsecured promissory notes (the “Unsecured Notes™). We sold an
aggregate of $285,000 in Unsecured Notes. The Unsecured Notes mature on June 30, 2014 with a simple interest of
12 percent and no convertible provision. Interest due on the Unsecured Notes as of September 30, 2013 was $22,454.

During the quarter ended September 30, 2013, we entered into three short-term loan agreements with stockholders to
finance bulk chemical purchases for large customer orders. The loan agreements are secured by customer purchase
orders and use a 2.0% factoring rate to determine the amount of the repayment. As of September 30, 2013, the
Company had $128,046 in short-term loans outstanding.

NOTE 5 - STOCK TRANSACTIONS

On August 1, 2012, the Board of Directors authorized an aggregate of 750,000 shares of restricted common stock to
its directors for additional services provided during the six months ended June 30, 2012. The total value of the shares
issued was $150,000 based on the closing market price on the authorization date of $0.20 per share. The value of the
shares was accrued as stock-based compensation expense for the year ended June 30, 2012. The shares were issued in
September 2012.

On March 5, 2013, the Company issued 250,000 shares of restricted common stock to a director for additional
services provided during the six months ended December 31, 2012. The Company also issued 25,000 shares of
restricted common stock to an employee as a performance bonus. The total value of the shares issued was $27,500
based on the market closing price on the authorization date of $0.10 per share.

NOTE 6 - STOCK OPTIONS AND WARRANTS
General Option Information

On July 6, 2011, the Board of Directors cancelled the “2004 Non-Employee Directors’ Stock Incentive Plan” and
approved the “Directors’ 2011Stock Option and Award Plan”. The Company also maintains the 2005 Stock Option and
Award Plan, which was previously approved by stockholders, for the purpose of granting option awards to its
employees and consultants. Under the 2011 Plan, a total of 3,300,000 shares are authorized for issuance. Each
non-executive director was granted options to purchase 300,000 shares at that day’s closing price, $0.17. The options
vest over three years as follows: 100,000 on June 30, 2012, 100,000 on June 30, 2013 and 100,000 on June 30,

2014. These options expire two years after vesting. The Director who serves as Audit Chair during the fiscal year

will receive an additional 50,000 options per year under the same terms. CEO Timothy L. Ryan was granted 200,000
options per year under the same terms, under the 2005 Stock Option and Award Plan.

During the quarter ended September 30, 2013, we issued no stock options.

We estimated the fair value of the stock options at the grant date based on the following weighted average
assumptions:

Risk free interest rate 041 — 0.75 %
Expected life 30 - 5.0 years

13
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Expected volatility
Dividend yield

72.93— 84.38%
0.00 %

A summary of the status of our outstanding stock options as of September 30, 2013 and June 30, 2013 and changes

during the periods then ended is presented below:

Outstanding beginning of period
Granted

Expired/Cancelled

Exercised

Outstanding end of period
Exercisable

10

September 30,
2013

Weighted

Average
Shares Exercise Price
1,904,000 $ 0.23
- $ i
(300,000) $ 0.50
- $ i
1,604,000 $ 0.18
1,204,000 $ 0.19

June 30,
2013
Weighted
Average

Shares Exercise Price
2,579,000 $ 0.45
300,000 0.26
(975,000) 0.81
1,904,000 0.23
1,204,000 $ 0.19

14
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AMERITYRE CORPORATION
Notes to the Unaudited Financial Statements
September 30, 2013 and June 30, 2013
NOTE 6 - STOCK OPTIONS AND WARRANTS, Continued

The following table summarizes the range of outstanding and exercisable options as of September 30, 2013:

Outstanding Exercisable
Number Weighted Weighted
Outstanding Average Number Average
Range of at Remaining Weighted Exercisable at ~ Remaining
Exercise September Contractual Average September Contractual
Prices 30, 2013 Life Exercise Price 30, 2013 Life
$ 0.17 650,000 0.75 $ 0.17 650,000 0.75
$ 0.17 400,000 175 $ 0.17 400,000 1.75
$ 0.17 400,000 275 % = = =
$ 0.29 154,000 175 $ 0.29 154,000 1.75
1,605,000 1,204,000

General Warrant Information

In September 2013, the Company obtained an extension on the remaining $100,000 secured convertible promissory
note that was issued in the private placement that closed in September 2010. Under the terms of the agreement, the
maturity date on the note is extended through March 31, 2014. In exchange for the extension, the note holder received
500,000 common stock warrants and $6,500 in accrued interest and fees. The common stock warrants expire three
years from the date of issuance, are exercisable at $0.13 per share, and vest on the next date the value of Amerityre
common stock reaches $0.25 per share.

As of September 30, 2013, $195,800 of the secured convertible promissory notes (the “Notes”) converted to common
stock and the Company issued 279,715 two-year $0.60 common stock warrants in accordance with the terms of the
Notes.

As of September 30, 2013, there were a total of 779,715 common stock warrants outstanding.
NOTE 7 - GOING CONCERN

Our financial statements are prepared using generally accepted accounting principles applicable to a going concern
which contemplates the realization of assets and liquidation of liabilities in the normal course of business. We have
historically incurred significant losses, which have resulted in a total retained deficit of $59,371,294 at September 30,
2013, which raises a doubt about our ability to continue as a going concern. The accompanying financial statements
do not include any adjustments relating to the recoverability and classification of asset carrying amounts or the
amount and classification of liabilities that might result from the outcome of this uncertainty.

Over the past year, the Company has been working on various proposals to secure short-term loans as well as
long-term bank financing and equity based investments. During the third quarter of fiscal 2013, we were reasonably
assured that at least $800,000 could be raised in a private offering of unsecured notes. However we only received
$285,000 in cash proceeds from that offering. At the same time, we were informed that the support we anticipated for

15
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the bank financing would not be forthcoming. The reduced funding under the private offering along with the lack of
support for the bank financing resulted in the reinstatement of the going concern opinion. In September 2013, we
entered into an agreement in principle with a group of investors which would again allow us to pursue long-term bank
financing. We are currently working with that group to prepare financial information for a bank loan application. It is
estimated that the loan application process may take 2-3 months to complete. In the meantime, we will continue to
pursue other financing opportunities.

The Company currently does not have an existing credit facility. Over the past year, the Company has worked with its

vendors to obtain extended credit terms and increase credit lines. We also continue to maintain strong customer credit
policies and procedures and aggressively pursue receivable collections.

11

16
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AMERITYRE CORPORATION
Notes to the Unaudited Financial Statements
September 30, 2013 and June 30, 2013

NOTE 7 - GOING CONCERN, Continued

The Company is intent, in spite of losing a significant number of sales growth opportunities due to cash flow
constraints, on focusing on the sale and distribution of profitable product lines. Therefore the Company is aggressively
pursuing an expand and grow business plan that will require securing a financial facility required to maintain
sufficient raw material and finished goods inventory levels to capitalize on sales growth opportunities. No additional
capital expenditures are anticipated over the next twelve months unless they support sales development and product
improvement. The Company is also working to reduce its overall costs.

The Company has increased its efforts to obtain financing through means that previously were not considered such as
preferred stock offerings, structured debt, private equity funding and asset based lending. On September 30, 2012, we
completed a private offering of convertible preferred stock, which generated net proceeds of $1,074,864. In January
2013, the Company received $285,000 in cash receipts from the sale of unsecured notes. We have also redeemed or
converted $655,800 of the $755,800 in secured convertible promissory notes (the “Notes”) placed in September

2010. Since May 2013, we have entered into a number of short-term loan agreements to obtain funding for the
purchase of chemicals for large customer purchase orders. These short-term agreements are repaid using the cash
receipts from the related customer receivables.

At the Annual Stockholder’s Meeting, held on December 4, 2012, the stockholders voted to amend the Company’s
Articles of Incorporation to increase the number of authorized shares of common stock from 40,000,000 shares to
55,000,000 shares. The increase allowed us to convert the preferred stock mentioned above into common stock. In
addition, the increase provided the Company with approximately 11,133,000 shares authorized and available for
issuance. These authorized but unissued and unreserved shares of our common stock can be utilized as necessary to
fund the expansion of our manufacturing operations or to obtain additional working capital.

In connection with the preparation of our unaudited financial statements for the quarter ended September 30, 2013, we
have analyzed our cash needs for the next twelve months. We have concluded that our available cash and accounts
receivables are not sufficient to meet our current minimum working capital, capital expenditure and other cash
requirements for this period. Moreover, we cannot assure that we will be able to obtain financing on favorable terms
or at all. If we cannot obtain equity or bank financing, generate adequate sales of our products or increase our sales
through other means, then we may be forced to cease operations.

The accompanying financial statements do not include any adjustments that might be necessary in the event we are
unable to continue as a going concern.

NOTE 8 - COMMITMENTS AND CONTINGENCIES

In March 2013, the U.S. Environmental Protection Agency (USEPA) began an audit of the Company for the calendar
years 2008-2011. The Company was selected at random for the audit from the USEPA’s database of manufacturing
companies located in Clark County, Nevada. In August 2013, the Company was notified by the USEPA of its initial
findings of a “failure to report in a timely manner” and a “failure to provide supplier notification” regarding the usage of
two chemicals used in our manufacturing process. The USEPA found no instances in which the Company had
discharged any chemicals into the environment. The Company is fully cooperating with the USEPA in resolving its
failures to report, and has retroactively filed all necessary reports. The Company is unable to determine the amount of
penalties that may ultimately be assessed by the USEPA on these matters, if any. Accordingly, no accrual for any

17
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potential liability resulting from this matter is included in the accompanying financial statements.

NOTE 9 - SUBSEQUENT EVENTS

In October, 2013, we entered into a short-term loan agreement for $118,752 to finance bulk chemical purchases for a
large customer order. The loan agreement is secured by customer purchase order and uses a 2.0% factoring rate to
determine the amount of the repayment.

Management has evaluated subsequent events per the requirements of Topic 855 and has determined that there are no

additional subsequent events to be reported.

12
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This discussion and analysis contains statements of a forward-looking nature relating to future events or our future
financial performance or financial condition. Such statements are only predictions and the actual events or results
may differ materially from the results discussed in or implied by the forward-looking statements. The historical results
set forth in this discussion and analysis are not necessarily indicative of trends with respect to any actual or projected
future financial performance. This discussion and analysis should be read in conjunction with the financial statements
and the related notes thereto included elsewhere in this report.

Overview

Amerityre incorporated as a Nevada corporation on January 30, 1995 under the name American Tire Corporation and
changed its name to Amerityre Corporation in December 1999.

Amerityre engages in the research and development, manufacturing and sale of polyurethane tires. We believe that
we have developed unique polyurethane formulations that allow us to make products with superior performance
characteristics, including abrasion resistance, energy efficiency and load-bearing capabilities, than conventional
rubber tires. We also believe that our manufacturing processes are more energy efficient than traditional rubber tire
manufacturing processes, in part because our polyurethane compounds do not require the multiple processing steps,
extreme heat, and high pressure that are necessary to cure rubber. Using our polyurethane technologies, we believe
tires can be produced which last longer, are less susceptible to failure and offer improved fuel economy.

Our polyurethane material technology is based on two proprietary formulations; closed-cell polyurethane foam, which
is a lightweight material with high load-bearing capabilities for low duty cycle applications; and Elastothane®, a high
performance polyurethane elastomer with high load-bearing capabilities for high duty applications. We are
concentrating on three segments of the tire market: closed-cell polyurethane foam tires, polyurethane elastomer
forklift tires and agricultural tires.

Closed-Cell Polyurethane Foam Tires

We currently manufacture several lines of closed-cell polyurethane foam tires for bicycles, hand trucks, lawn and
garden, wheelbarrow, and medical mobility products. Our closed-cell polyurethane foam products are often referred
to as flat-free because they have no inner tube, do not require inflation and will not go flat even if punctured. Our
closed-cell polyurethane foam tires are mounted on the wheel rim in much the same way as a pneumatic tire. Our
closed-cell polyurethane foam products are virtually maintenance free, eliminating the need to make tedious puncture
repairs; provide extended tire life; and offer superior energy efficiency compared to rubber based tires. Foam tires and
components accounted for 90.7% of fiscal 2013 sales.

Polyurethane Elastomer Forklift Tires

We have developed solid polyurethane forklift tires made of Elastothane®. We currently produce and sell over 20
sizes for Class 1, 4 and 5 forklifts. We believe our tires are superior to rubber tires as they are non-marking, more
energy efficient, carry greater load weight, operate in lower temperature environments and have longer service

lives. Forklift tires accounted for 6.3% of fiscal 2013 sales.

Agricultural Tires
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Amerityre has developed two products for the agricultural tire market, one used in irrigation and one used in

planting. Both products have successfully field tested and we are developing sales and marketing strategies and

manufacturing plans for these products. Agricultural tires accounted for 3.0% of fiscal 2013 sales.

Factors Affecting Results of Operations

Our operating expenses consisted primarily of the following:

- Cost of sales, which consists primarily of raw materials, components and production of our products, including
applied labor costs and benefits expenses, maintenance, facilities and other operating costs associated with the

production of our products;

- Selling, general and administrative expenses, which consist primarily of salaries, commissions and related benefits
paid to our employees and related selling and administrative costs including professional fees;

- Research and development expenses, which consist primarily of equipment and materials used in new product
development and product improvement using our technologies;

Consulting expenses, which consist primarily of amounts paid to third-parties for outside services;

- Depreciation and amortization expenses which result from the depreciation of our property and equipment,
including amortization of our intangible assets; and

- Stock based compensation expense related to stock and stock option awards issued to employees and consultants for
services performed for the Company.
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Our discussion and analysis of our financial condition and results of operations are based upon our financial
statements, which have been prepared in accordance with United States generally accepted accounting principles. The
preparation of these financial statements requires us to make estimates and judgments that affect the reported amounts
of assets, liabilities, sales and expenses. On an ongoing basis, we evaluate our estimates, including those related to
uncollectible receivables, inventory valuation, deferred compensation and contingencies. We base our estimates on
historical performance and on various other assumptions that we believe to be reasonable under the

circumstances. These estimates allow us to make judgments about the carrying values of assets and liabilities that are
not readily apparent from other sources.

We believe the following accounting policies are our critical accounting policies because they are important to the
portrayal of our financial condition and results of operations and they require critical management judgments and
estimates about matters that may be uncertain. If actual results or events differ materially from those contemplated by
us in making these estimates, our reported financial condition and results of operations for future periods could be
materially affected.

Revenue Recognition

Revenue for products is recognized when the sales amount is determined, shipment of goods to the customer has
occurred and collection is reasonably assured. Generally, we ship all of our products FOB origination.

Valuation of Intangible Assets and Goodwill
At September 30, 2013, we had capitalized patent and trademark costs, net of accumulated amortization, totaling
$497,813. The patents which have been granted are being amortized over a period of 20 years. Patents which are
pending or are being developed are not amortized until a patent has been issued. We evaluate the recoverability of
intangibles and review the amortization period on a continual basis utilizing the guidance of Accounting Standards
Codification 350, Intangibles — Goodwill and Other (ASC 350). We test our patents and trademarks for impairment at
least annually and whenever events or changes in circumstances indicated that the carrying value may not be
recoverable. We consider the following indicators, among others, when determining whether or not our patents are
impaired:
any changes in the market relating to the patents that would decrease the life of the asset;
any adverse change in the extent or manner in which the patents are being used;
any significant adverse change in legal factors relating to the use of the patents;
current-period operating or cash flow loss combined with our history of operating or cash flow losses;

future cash flow values based on the expectation of commercialization through licensing; and

- current expectations that a patent will be sold or otherwise disposed of significantly before the end of its previously
estimated useful life.

Inventory
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Inventory is stated at the lower of cost (computed on a first-in, first-out basis) or market. The inventory consists
primarily of chemicals, finished goods produced in our plant and products purchased for resale.

Stock-Based Compensation

Equity securities issued for services rendered have been accounted for at the fair market value of the securities on the
date of authorization. The stock-based compensation expense recognized under ASC 718 for the quarter ended
September 30, 2013 and 2012 was $14,982 and $20,346, respectively.

Seasonality

A substantial majority of our sales are to customers within the United States. We experience some seasonality in the
sale of our closed-cell polyurethane foam tires for bicycles and, lawn and garden products, because sales of these
products generally decline during the winter months in the United States. Sales of our closed-cell polyurethane form
tire products generally peak during the spring and summer months, typically resulting in greater sales volumes during
the third and fourth quarters of the fiscal year. With an expansion of our original equipment manufacturer
relationships, the second quarter of fiscal 2014 is expected to show an increase in sales.
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Our management reviews and analyzes several key performance indicators in order to manage our business and assess
the quality and potential variability of our sales and cash flows. These key performance indicators include:

Net sales, which consists of product sales and equipment sales, if any;

- Sales, net of returns and trade discounts, which is an indicator of our overall business growth and the success of our
sales and marketing efforts;

- Gross profit, which is an indicator of both competitive pricing pressures and the cost of goods sold of our products
and the mix of product and equipment sales and license fees, if any;

Growth in our customer base, which is an indicator of the success of our sales efforts; and
Distribution of sales across our products offered.
The following summary table presents a comparison of our results of operations for the quarter ended September 30,

2013 and 2012 with respect to certain key financial measures. The comparisons illustrated in the table are discussed
in greater detail below.

For the Quarter Ended
September 30,
2013 2012 Change

Net Sales $ 1,037,325 $ 913,210 13.6%
Cost of Goods Sold 815,519 730,096 11.7%
Gross Profit 221,806 183,114 21.1%
Research & Development

Expenses 35,913 21,849 64.4%
Sales & Marketing Expenses 119,689 114,512 4.5%
General & Administrative

Expenses 226,894 317,248 (28.5%)
Other Income 11 496 (97.8%)
Interest Expense (13,887) (7,889) 29.3%
Net Loss $ (174,566) $ (277,888) (37.2%)

Quarter Ended September 30, 2013 Compared to September 30, 2012

Net Sales. Net sales of $1,037,325 for the quarter ended September 30, 2013, represent a 13.6% increase over net
sales of $913,210 for the quarter ended September 30, 2012. Sales for the first quarter of fiscal 2014 increased largely
due to increases in the hand truck, lawn and garden and agriculture product lines. Sales for the forklift product line
remain depressed, however based on an increase in recent orders, a resurgence in customer demand appears to have
surfaced in October 2013.

Cost of Goods Sold. Cost of goods sold for the quarter ended September 30, 2013 was $815,519 or 78.6% of sales
compared to $730,096 or 80.0% of sales for the same period in 2012. As a percent of sales, the cost of goods sold
decreased largely due to favorable purchase price variances obtained from competitive pricing measures and
improvements in inventory controls leading to other favorable inventory variances.

23



Edgar Filing: AMERITYRE CORP - Form 10-Q

Gross Profit. Gross profit for quarter ended September 30, 2013 was $221,806 compared to $183,114 for the same
period in 2012. Gross profit for the quarter ended September 30, 2013 increased by $38,692 or 21.1% over the same
period in 2012 due to the reductions in cost of goods sold as a percent of sales and an improvement in product profit
margins achieved from price increases.

Research & Development Expenses. Research and development expenses for the quarter ended September 30, 2013
were $35,913 compared to $21,849 for the same period in the prior year. The research and development expenses for
the quarter ended September 30, 2013 increased by $14,064, or 64.4% as compared with the same period in 2012
primarily due to a staff addition to fill the vacant engineer position and the departmental allocation of certain overhead
costs, previously charged entirely to general and administrative expenses.

Sales & Marketing Expenses. Sales and marketing expenses for the quarter ended September 30, 2013 were $119,689
as compared to $114,512 for the same period in the prior year. The sales and marketing expenses for the quarter ended
September 30, 2013 increased $5,177 compared to the same period in 2012 primarily due to the departmental
allocation of certain overhead costs, previously charged entirely to general and administrative expenses.
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General & Administrative Expenses. General and administrative expenses for the quarter ended September 30, 2013
were $226,894 compared to $317,248 for the same period in 2012. General and administrative expenses for the
quarter ended September 30, 2013 decreased $90,354 or 28.5 % compared to the same period in 2012 primarily due
to:

§ A $47,011 decrease from the departmental allocation of certain overhead costs, such as rent, utilities and general
liability insurance, previously charged entirely to general and administrative expense.

§ A $33,210 decrease in warranty expense related to the tire failures and returns for the forklift product line.

§ A $14,454 reduction in audit fees incurred between the periods.

Net Loss. Net loss for the quarter ended September 30, 2013 was $174,566 compared to a net loss of $277,888 for the
same period in 2012. The $103,322 decrease in the net loss is largely due to the increase in net sales, improved
product gross margins and the reduction in general and administrative expenses.

Liquidity and Capital Resources

Our principal sources of liquidity consist of cash and payments received from our customers. We do not have any
significant credit arrangements. Historically, our expenses have exceeded our sales, resulting in operating

losses. From time to time, we have obtained additional liquidity to fund our operations through the sale of shares of
our common stock and the placement of short-term debt instruments. In assessing our liquidity, management reviews
and analyzes our current cash, accounts receivable, accounts payable, capital expenditure commitments and other
obligations.

Cash Flows

The following table sets forth our cash flows for the quarter ended September 30, 2013 and 2012.

For the Quarter Ended
September 30,
2013 2012
Net Cash Used by Operating Activities  $ (63,127) $ (242,546)
Net Cash Used by Investing Activities (20,501) (145,817)
Net Cash Provided by Financing
Activities 3,177 711,374
Net Increase/(Decrease) in Cash During
Period $ (80,451) $ 323,011

Net Cash Used by Operating Activities. Our primary sources of operating cash during the quarter ended September
30, 2013 came from a decrease in inventory; a decrease in prepaid and other current assets; and an increase in
accounts payable and accrued expenses. Our primary use of operating cash was an increase in accounts

receivable. Net cash used by operating activities was $63,127 for the quarter ended September 30, 2013 compared to
net cash provided by operating activities of $242,546 for the same period in 2012. The decrease in net cash used by
operating activities compared to the prior year period is largely due to the decrease in the net loss of $103,322 and the
decrease in inventory of $127,739.

Net Cash Used by Investing Activities. Net cash used by investing activities was $20,501 for the quarter ended

September 30, 2013 and $145,817 for the same period in 2012. Our use of cash for the quarter ended September 30,
2013 was for the purchase of models and molds used in the manufacturing process. Our primary uses of cash for the
quarter ended September 30, 2012 were the purchase of property and equipment, including an automated sandblaster
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to improve efficiency; a larger curing oven to improve production throughput; and an upgraded telephone system to
improve customer service.

Net Cash Provided by Financing Activities. Net cash provided by financing activities was $3,177 for the quarter
ended September 30, 2013 compared to net cash used by financing activities of $711,374 for the same period last
year. The primary source of cash for the quarter ended September 30, 2013 were proceeds of $235,769 from
short-term loans secured by customer purchase orders. The primary use of cash for the quarter ended September 30,
2013 consisted of $231,923 for the repayment of short-term loans. The primary source of cash for the quarter ended
September 30, 2012 were proceeds related to the private placement of preferred stock of $814,114. The primary use of
cash for the quarter September 30, 2012 consisted of $100,000 for the redemption of secured convertible promissory
notes.
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The following table summarizes our contractual cash obligations and other commercial commitments at September
30, 2013.

Payments due by period

Less than 1
Total year 1 to 3 years 3to5years  After 5 years
Facility lease (1) $ 99,000 $ 99,000 $ - $ - $ -
Total contractual cash obligations $ 99,000 $ 99,000 $ - $ - $ -

(1) InJune 2012, we negotiated an extension to the lease for our executive and manufacturing facilities located at
1501 Industrial Road, Boulder City, Nevada. The property consists of a 49,200 square-foot building, which includes
approximately 5,500 square-feet of office space, situated on approximately 4.15 acres. The two year lease extension
commenced on July 1, 2012 and the base rent was reduced $4,000 per month to $11,000 per month. All other terms
and conditions of the building lease remain in effect.

Cash Position, Outstanding Indebtedness and Future Capital Requirements

At September 30, 2013, our total cash was $28,296, none of which is restricted; accounts receivables, net of reserves
for bad debt, was $380,414; and inventory, net of reserves for slow moving or obsolete inventory, and other current
assets was $616,210. Our total indebtedness was $1,241,734. Our total indebtedness at September 30, 2013 includes
$478,191 in accounts payable, $504,967 in principal and interest for notes and short-term borrowings, $186,517 in
accrued expenses, $18,219 in current portion of long-term debt and $53,840 in long-term debt.

Over the past year, the Company has been working on various proposals to secure short-term loans as well as
long-term bank financing and equity based investments. During the third quarter of fiscal 2013, we were reasonably
assured that at least $800,000 could be raised in a private offering of unsecured notes. However we only received
$285,000 in cash proceeds from that offering. At the same time, we were informed that the support we anticipated for
the bank financing would not be forthcoming. The reduced funding under the private offering along with the lack of
support for the bank financing resulted in the reinstatement of the going concern opinion. In September 2013, we
entered into an agreement in principle with a group of investors which would again allow us to pursue long-term bank
financing. We are currently working with that group to prepare financial information for a bank loan application. It is
estimated that the loan application process may take 2-3 months to complete. In the meantime, we will continue to
pursue other financing opportunities.

The Company currently does not have an existing credit facility. Over the past year, the Company has worked with its
vendors to obtain extended credit terms and increase credit lines. We also continue to maintain strong customer credit
policies and procedures and aggressively pursue receivable collections.

The Company is intent, in spite of losing a significant number of sales growth opportunities due to cash flow
constraints, on focusing on the sale and distribution of profitable product lines. Therefore the Company is aggressively
pursuing an expand and grow business plan that will require securing a financial facility required to maintain
sufficient raw material and finished goods inventory levels to capitalize on sales growth opportunities. No additional
capital expenditures are anticipated over the next twelve months unless they support sales development and product
improvement. The Company is also working to reduce its overall costs as well.
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The Company has increased its efforts to obtain financing through means that previously were not considered such as
preferred stock offerings, structured debt, private equity funding and asset based lending. On September 30, 2012, we
completed a private offering of convertible preferred stock, which generated net proceeds of $1,074,864. In January
2013, the Company received $285,000 in cash receipts from the sale of unsecured notes. We have also redeemed or
converted $655,800 of the $755,800 in secured convertible promissory notes (the “Notes”) placed in September 2010.
Since May 2013, we have entered into a number of short-term loan agreements to obtain funding for the purchase of
chemicals for large customer purchase orders. These short-term agreements are repaid using the cash receipts from
the related customer receivables.

At the Annual Stockholder’s Meeting, held on December 4, 2012, the stockholders voted to amend the Company’s
Articles of Incorporation to increase the number of authorized shares of common stock from 40,000,000 shares to
55,000,000 shares. The increase allowed us to convert the preferred stock mentioned above into common stock. In
addition, the increase provided the Company with approximately 11,133,000 shares authorized and available for
issuance. These authorized but unissued and unreserved shares of our common stock can be utilized as necessary to
fund the expansion of our manufacturing operations or to obtain additional working capital.
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In connection with the preparation of our unaudited financial statements for the quarter ended September 30, 2013, we
have analyzed our cash needs for the next twelve months. We have concluded that our available cash and accounts
receivables are not sufficient to meet our current minimum working capital, capital expenditure and other cash
requirements for this period. Moreover, we cannot assure that we will be able to obtain financing on favorable terms
or at all. If we cannot obtain equity or bank financing, generate adequate sales of our products or increase our sales
through other means, then we may be forced to cease operations.

The accompanying financial statements do not include any adjustments that might be necessary in the event we are
unable to continue as a going concern.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to changes in prevailing market interest rates affecting the return on our investments but do not
consider this interest rate market risk exposure to be material to our financial condition or results of operations. We
invest primarily in United States Treasury instruments with short-term (less than one year) maturities. The carrying
amount of these investments approximates fair value due to the short-term maturities. Under our current policies, we
do not use derivative financial instruments, derivative commodity instruments or other financial instruments to
manage our exposure to changes in interest rates or commodity prices.

ITEM 4. CONTROLS AND PROCEDURES

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be
disclosed in our reports under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized
and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms, and that
such information is accumulated and communicated to our management, including our Chief Executive Officer and
Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. In designing and
evaluating the disclosure controls and procedures, management recognized that any controls and procedures, no matter
how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives.

As required by SEC Rule 13a-15(b), an evaluation was performed under the supervision and with the participation of
our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design
and operation of our 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 period covered by this report. Based upon that evaluation, our
Chief Executive Officer and our Chief Financial Officer, concluded that the design and operation of these disclosure
controls and procedures were effective at the reasonable assurance level. There has been no change in our internal
controls over financial reporting during our most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, our internal controls over financial reporting.
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PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
None.
ITEM 1A. RISK FACTORS

For information regarding risk factors, see “Part I. Item 1A. Risk Factors,” in our Annual Report on Form 10-K/A for
the year ended June 30, 2012.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. NOT APPLICABLE

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002,

31.2 Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350. as adopted.
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002,

32.2 Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350. as adopted.
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101 XBRL Instance Document
INS

101 XBRL Taxonomy Extension Schema Document
SCH

101 XBRL Taxonomy Extension Calculation Linkbase Document
CAL

XBRL Taxonomy Extension Definition Linkbase Document
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XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

31



Edgar Filing: AMERITYRE CORP - Form 10-Q

Table of Contents
SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: November 12, 2013

AMERITYRE CORPORATION

By:

/s/ Timothy L. Ryan /s/ L. Wayne Arnett
Timothy L. Ryan L. Wayne Arnett

Chief Executive Officer Chief Financial Officer
(Principal Executive Officer) (Principal Financial Officer)
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