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Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act: common stock, par value $0.001 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes  ¨      No  þ

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes    þ       No 
¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
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     No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendments to this Form 10-K.   ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer," and "smaller
reporting company" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  ¨ Accelerated filer  ¨
Non-accelerated filer  ¨    (Do not check if a smaller reporting company) Smaller reporting company  þ

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 
¨      No  þ
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The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of
December 31, 2014, the last business day of the registrant’s most recently completed second fiscal quarter, was
$7,062,009 based on the closing price of $0.84 per share as reported on the OTCQB as of that date.

Indicate the number of shares outstanding of each of the issuer’s classes of common stock as of the latest practicable
date.

Title of Class Number of Shares Outstanding on August 28, 2015
Common Stock, $0.001 par value 18,394,125

Edgar Filing: Research Solutions, Inc. - Form 10-K

3



TABLE OF CONTENTS

PART I
Item  1. Business 3
Item  1A. Risk Factors 7
Item  1B. Unresolved Staff Comments 13
Item  2. Properties 13
Item  3. Legal Proceedings 14
Item  4. Mine Safety Disclosures 14

PART II

Item  5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities 14

Item  6. Selected Financial Data 15
Item  7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 16
Item  7A. Quantitative and Qualitative Disclosures About Market Risk 24
Item  8. Financial Statements and Supplementary Data 25
Item  9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 43
Item  9A. Controls and Procedures 43
Item  9B. Other Information 44

PART
 III
Item  10. Directors, Executive Officers and Corporate Governance 45
Item  11. Executive Compensation 47
Item  12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 51
Item  13. Certain Relationships and Related Transactions, and Director Independence 53
Item  14. Principal Accounting Fees and Services 53

PART IV
Item  15. Exhibits, Financial Statement Schedules 54

2

Edgar Filing: Research Solutions, Inc. - Form 10-K

4



Cautionary Notice Regarding Forward-Looking Statements

Unless otherwise indicated, (i) the terms “Research Solutions,” “we,” “us” and “our” refer to Research Solutions, Inc., a
Nevada corporation, and our two wholly-owned subsidiaries Reprints Desk, Inc., a Delaware corporation (“Reprints
Desk”) and Reprints Desk Latin America S. de R.L. de C.V, an entity organized under the laws of Mexico (“Reprints
Desk Latin America”), and (ii) the term “common stock” refers to the common stock, par value $0.001 per share, of
Research Solutions. The financial information included herein is presented in United States dollars (“US Dollars”), the
functional currency of our company. Although the majority of our revenue and costs are in US Dollars, the costs of
Reprints Desk Latin America are in Mexican Pesos.

All statements included or incorporated by reference in this Annual Report on Form 10-K, other than statements or
characterizations of historical fact, are forward-looking statements.  Examples of forward-looking statements include,
but are not limited to, statements concerning our accounting estimates; assumptions and judgments; the demand for
our products; the competitive nature of and anticipated growth in our industry; and our prospective needs for
additional capital. These forward-looking statements are based on our current expectations, estimates,
approximations and projections about our industry and business, management’s beliefs, and certain assumptions
made by us, all of which are subject to change. Forward-looking statements can often be identified by words such as
“anticipates,” “expects,” “intends,” “plans,” “predicts,” “believes,” “seeks,” “estimates,” “may,” “will,”
“should,” “would,” “could,” “potential,” “continue,” “ongoing,” similar expressions, and variations or negatives of
these words. These statements are not guarantees of future performance and are subject to risks, uncertainties and
assumptions that are difficult to predict. Therefore, our actual results could differ materially and adversely from those
expressed in any forward-looking statements as a result of various factors, some of which are listed under “Risk
Factors” in Item 1A of this report. These forward-looking statements speak only as of the date of this report. We
undertake no obligation to revise or update publicly any forward-looking statement for any reason, except as
otherwise required by law.

This Annual Report on Form 10-K also contains estimates and other information concerning our industry, including
market size and customer satisfaction ratings, that we obtained from industry publications, surveys and forecasts. This
information involves a number of assumptions and limitations, and you are cautioned not to give undue weight to
these estimates. Although we believe the information in these industry publications, surveys and forecasts is reliable,
we have not independently verified the accuracy or completeness of the information. The industry in which we operate
is subject to a high degree of uncertainty and risk due to a variety of factors.

PART I

Item 1.  Business
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Company Overview

Research Solutions is a publicly traded holding company with two wholly owned subsidiaries at June 30, 2015:
Reprints Desk, Inc., a Delaware corporation and Reprints Desk Latin America S. de R.L. de C.V, an entity organized
under the laws of Mexico. Research Solutions was incorporated in the State of Nevada on November 2, 2006. On
March 4, 2013, we amended our Articles of Incorporation to change our name to Research Solutions, Inc. (formerly
Derycz Scientific, Inc.).

On August 18, 2014, our Board of Directors authorized the immediate disposal of our former subsidiary Techniques
Appliquées aux Arts Graphiques, S.p.A. (“TAAG”), an entity organized under the laws of France, at a reasonable price
in relation to its current fair value, and in the event such sale was not consummated by September 10, 2014, that
management proceed with an insolvency filing by TAAG under French law.  On September 15, 2014, the French
Tribunal de Commerce appointed an Administrator for TAAG following a declaration of insolvency by our legal
representative, and on October 6, 2014 TAAG entered into a judicial liquidation procedure. As a result, effective
September 15, 2014, we relinquished control of TAAG to the Tribunal and TAAG ceased to be our subsidiary and
was deconsolidated from our financial statements.  

We derecognized the assets, liabilities and other comprehensive income of TAAG with a resulting non-cash gain on
deconsolidation of $1,711,748 recorded on the consolidated statements of operations for the year ended June 30,
2015.  In addition, comparative information for prior periods have been restated to segregate the assets, liabilities,
revenue, expenses, and cash flows related to TAAG as discontinued operations. We have determined based on
discussion with French counsel that it is remote that we will be liable for the unsatisfied liabilities of TAAG as a result
of the insolvency process in France, and as a result, we have eliminated any respective liability as of June 30, 2015.

 We provide on-demand access to scientific, technical, and medical (“STM”) information for life science companies,
academic institutions, and other research-intensive organizations. We provide two types of services to our customers:
Article Galaxy, and Reprints and ePrints.

Article Galaxy

Article Galaxy, our cloud-based software-as-a-service (“SaaS”) solution, provides our customers with a single source to
the universe of published STM content that includes over seventy million existing STM articles and over one million
newly published STM articles each year. Article Galaxy allows customers to find and download in digital format STM
articles that are critical to their research. In addition, Article Galaxy facilitates customers’ compliance with applicable
copyright laws.
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Researchers and regulatory personnel in life science and other research-intensive organizations generally require
single copies of published STM journal articles for use in their research activities. They place orders with us for the
articles they need and we source and electronically deliver the requested content to them generally in under an hour.
This service is known in the industry as single article delivery or document delivery. We also obtain the necessary
permissions from the content publisher so that our customer’s use complies with applicable copyright laws. We have
arrangements with numerous content publishers that allow us to distribute their content. The majority of these
publishers provide us with electronic access to their content, which allows us to electronically deliver single articles to
our customers often in a matter of minutes. Even though single article delivery services are charged on a transactional
basis, customer order volume tends to be consistent from month to month in part due to consistent orders of larger
customers that require the implementation of our services into their work flow, subject to fluctuations due to the
addition or loss of customers.

We deliver the aforementioned services through our Article Galaxy journal article platform (“Article Galaxy”), which
consists of proprietary software and Internet-based interfaces that allow customers to initiate orders, manage
transactions, obtain reporting, automate authentication, improve seamless connectivity to corporate intranets, and
enhance the information resources they already own, or have access to via subscriptions or internal libraries, as well as
organize workgroups to collaborate around scientific information.

As a cloud-based SaaS solution, Article Galaxy is deployed as a single system across our entire customer base.
Customers access Article Galaxy securely through online web interfaces and via web service APIs, which enable
customers to leverage Article Galaxy features and functionality from within proprietary and other 3rd party software
systems. Article Galaxy can also be configured to satisfy a customer’s individual preferences in areas such as user
experience, business processes, and spend management. As a SaaS solution, Article Galaxy benefits from efficiencies
in scalability, stability and development costs, resulting in significant advantages versus multiple instance or installed
desktop software alternatives. We leverage these technical efficiencies to fuel rapid innovation and competitive
advantage.

Reprints and ePrints

Marketing departments in life science and other research-intensive organizations generally require large quantities of
printed copies of published STM journal articles called “Reprints” that are distributed to physicians and at conferences.
We obtain the necessary permissions from the content publisher so that our customer’s use complies with applicable
copyright laws. The majority of content publishers print their content in-house and prohibit others from printing their
content; however, when not prohibited by the content publisher, we use third parties to print Reprint orders. Electronic
copies, called “ePrints”, are also used for distribution through the Internet and other electronic mechanisms. We have
developed proprietary ePrint software that increases the efficiency of our customers’ content purchases by transitioning
from paper Reprints to electronic ePrints, and by improving compliance with applicable copyright laws and
promotional regulations within the life science industry. Reprints and ePrints are charged on a transactional basis and
order volume typically fluctuates from month to month based on customer marketing budgets and the existence of
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STM journal articles that fit customer requirements.

Competitive Strengths

We believe that we possess the following competitive strengths:

Services and Technology

We have developed proprietary software and Internet-based interfaces that allow customers to initiate orders for
accessing full-text research papers 24/7, manage these transactions, obtain reporting, automate authentication,
improve seamless connectivity to corporate intranets, and maximize the information resources they already own, or
have access to via subscriptions or internal libraries, as well as organize workgroups to collaborate around STM
information. Our systems integrate into our customers’ corporate intranets and workflows through the Internet, web
services and other integration mechanisms. Our services alleviate the need for our customers to develop internal
systems or contact multiple content publishers in order to obtain the content that is critical to their research.

Our services are configured to our customers’ needs and provide a personalized yet turnkey solution that covers the full
spectrum of customer requirements; from identifying and locating articles, to facilitating copyright compliance,
maximizing information resources already owned, monitoring, tracking usage, and automating end-user
authentication. We continue to seek ways to enhance the performance of our existing proprietary software and systems
and to develop and implement new technologies that expand the available methods of discovering, obtaining and
managing content.

Experienced Management Team

Our management team has extensive experience in satisfying customers across the information services and STM
publishing and technology industries. Further, our CEO has been an innovator in the space for over 20 years.

4
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Customer Loyalty

The majority of our revenue comes from repeat customers, indicative of our focus on customer satisfaction and
quality. A recent study performed by Outsell, an industry research and advisory firm, ranked Reprints Desk first in
customer satisfaction (depth and breadth of coverage, fair pricing, and ease of doing business) and loyalty (intention to
renew or continue service, and willingness to recommend the service to others).

Industry Presence and Established Relationships

We have a well-established presence and a network of contacts with our customers, STM publishing partners, and
others in the information services space. We have existing arrangements with numerous content publishers that allow
us to distribute their content.

Promotion

We employ a segment-focus marketing approach to challenge existing competition. In pursuit of growth, we invest in
vertical integration and channel relationships to increase the value we provide to customers, extend our promotional
reach, and decrease customer acquisition costs. We anticipate growth coming from cross-selling into our existing
customer base, penetrating new market verticals, and generating market demand and preference from both existing
and new customers. While we place emphasis on the life science market, with a focus on pharmaceutical,
biotechnology and medical device customers, we are also penetrating the following new markets: legal, academic,
aerospace, automotive, semiconductor, electronics, chemicals and food and agriculture.

Growth Strategy

Organic Growth

We seek to grow our customer base through targeted selling and marketing campaigns consisting of sales calls on
potential customers. This strategy is supported by innovative technological systems, competitive pricing and high
quality service. We also submit proposals to potential customers in response to requests for proposals, or RFPs. We
have invested heavily in our operations to ensure that they are capable of supporting future growth.
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Acquisitions and Combinations

From time to time, and as opportunities arise, we may explore strategic acquisitions and combinations, including the
acquisition of customer lists, that bring revenue, profitability, growth potential and additional technology, products,
services, operations and/or geographic capabilities to our company.

International Expansion

We have expanded internationally through increased sales to companies located abroad, particularly in Europe and
Japan. From time to time, and as opportunities arise, we may further expand internationally through partnerships or
acquisitions.

Publisher Agreements

We have arrangements with numerous STM content publishers that allow us to distribute their content. In addition, we
regularly contact publishers in an attempt to negotiate additional publisher agreements. A typical publisher agreement
would allow us to distribute the publisher’s content according to a negotiated price list, thereby eliminating the need to
contact the publisher and obtain the rights for each individual order. Many of these publishers provide us with
electronic access to their content, which allows us to further expedite the delivery of single articles to our customers.
In addition, we rely on a small number of content publishers for the majority of our content costs.

Company Services

We generate revenue by providing two types of services to our customers: Article Galaxy, and Reprints and ePrints.

Article Galaxy

We charge a transactional service fee for the electronic delivery of single articles, and a corresponding copyright fee
for the permitted use of the content. This service, known in the industry as single article delivery or document
delivery, generates nearly all of the revenue attributable to the Article Galaxy journal article platform. We recognize
revenue from single article delivery services upon delivery to the customer only when the selling price is fixed or
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determinable, and collectability is reasonably assured.

Reprints and ePrints

We charge a transactional fee for each Reprint or ePrint order and are responsible for printing and delivery of Reprint
orders, and the electronic delivery and, in some cases, the electronic delivery mechanism of ePrint orders. The
majority of content publishers print their content in-house and prohibit others from printing their content; however,
when not prohibited by the content publisher, we use third parties to print Reprint orders. We recognize revenue from
reprints and ePrints services upon shipment or electronic delivery to the customer only when the selling price is fixed
or determinable, and collectability is reasonably assured.

5
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Customers and Suppliers

There were no customers that accounted for greater than 10% of our revenue for the years ended June 30, 2015 and
2014.

Approximately 38% and 45% of our content cost for the years ended June 30, 2015 and 2014, respectively, was
derived from our three largest suppliers of content. Loss of any or all of these suppliers of content would significantly
reduce our revenue, which would have a material adverse effect on our results of operations. We can provide no
assurance that these suppliers of content will continue to supply us with content in the future.

Sales and Marketing

To acquire customers we rely on sales promotion to sell to large enterprise accounts, and marketing communications
to more efficiently recruit small-to-medium and geographically-dispersed enterprises. The promotional mix of tactics
we utilize includes: advertising, events, direct response and integrated marketing campaigns, public relations and
content publicity, search engine optimization and marketing, thought leadership programs, channel alliances training,
and analyst relations. In addition, a portion of our marketing budget is dedicated to research and customer retention,
which, we believe, increases total lifetime value per account and generates significant amounts of referrals for new
business.

Competition

The markets in which we compete are highly competitive. The primary methods of competition in our industry are
price, service, technology and niche focus. Competition based on price is often successful in the short-term, but can
limit the ability of a supplier to provide adequate service levels. Competition based on service and/or technology
requires significant investment in systems and that investment requires time to produce results. Niche operators focus
on narrow activities, but cannot aggregate sufficient content, technology and services to satisfy broad customer needs.
We believe that many customers and potential customers are less price sensitive if the service levels are high and the
technology creates efficiency and/or management information that has not been available previously.

Our competition includes:
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·
Piracy - Perhaps, our most serious competitor. Many entities use content for commercial purposes without
complying with applicable copyright laws, and paying the required copyright to the content publisher. As
information becomes more readily available, the opportunity for piracy increases.

·
STM Single Article Delivery Vendors and Content Aggregators - Our primary competitors for global, full service
Single Article Delivery services are Copyright Clearance Center, British Library, numerous national libraries located
outside of the United States, and regional interlibrary loan networks throughout the world.

·Customer In-House Services - While Single Article Delivery services are more challenging than Reprint services for
our customers to provide in house, many existing and potential customers manage these services internally.

·
Publisher In-House Capabilities - Some large publishers have developed in-house capabilities to service the content
re-use market, however, many of them neglect other content repurposing opportunities and may not be able to
aggregate content from other publishers.

Corporate History and Structure

Research Solutions was incorporated in the State of Nevada on November 2, 2006, and in November 2006 entered
into a Share Exchange Agreement with Reprints Desk. At the closing of the transaction contemplated by the Share
Exchange Agreement, Research Solutions acquired all of the outstanding shares of Reprints Desk from its
stockholders and issued 8,000,003 shares of common stock to the former stockholders of Reprints Desk. Following
completion of the exchange transaction, Reprints Desk became a wholly-owned subsidiary of Research Solutions.
Reprints Desk provides Article Galaxy and Reprint and ePrint services.

On July 24, 2012, we formed Reprints Desk Latin America to provide operational and administrative support services
to Reprints Desk.

On March 4, 2013, we consummated a merger with DYSC Subsidiary Corporation, our wholly-owned subsidiary,
pursuant to which we, in connection with such merger, amended our Articles of Incorporation to change our name to
Research Solutions, Inc. (formerly Derycz Scientific, Inc.).

On February 28, 2007, we entered into an agreement with Pools Press, Inc., an Illinois corporation (“Pools”), pursuant to
which we acquired 75% of the issued and outstanding common stock of Pools for consideration of $616,080. We
purchased the remaining interest in Pools that we did not already own on August 31, 2010.  The results of Pools’
operations have been included in our consolidated financial statements since March 1, 2007. On January 1, 2012,
Pools merged with and into Reprints Desk. Pools provided printing services, specializing in reprints, until operations
were discontinued in June 2013.
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On March 31, 2011, we entered into an agreement with Fimmotaag, S.p.A. (“Fimmotaag”), a privately held company
domiciled in France, pursuant to which we acquired 100% of the issued and outstanding common stock of TAAG in
exchange for 336,921 shares of our common stock in addition to future payments payable at the option of Fimmotaag
in cash or our common stock under the terms of the purchase agreement. On March 28, 2013, we entered into a
Settlement Agreement with Fimmotaag and its two principal owners (the “Settlement Agreement”), pursuant to which
Fimmotaag agreed to return 336,921 shares of our common stock to us and to forego future payments payable to
Fimmotaag by us pursuant to the terms of the agreement under which we acquired TAAG from Fimmotaag. 

On August 18, 2014, our Board of Directors authorized the immediate disposal of our former subsidiary TAAG at a
reasonable price in relation to its current fair value, and in the event such sale was not consummated by September 10,
2014, that management proceed with an insolvency filing by TAAG under French law.  On September 15, 2014, the
French Tribunal de Commerce appointed an Administrator for TAAG following a declaration of insolvency by our
legal representative, and on October 6, 2014 TAAG entered into a judicial liquidation procedure. As a result, effective
September 15, 2014, we relinquished control of TAAG to the Tribunal and TAAG ceased to be our subsidiary and
was deconsolidated from our financial statements. 

In accordance with consolidation guidance we derecognized the assets, liabilities and other comprehensive income of
TAAG with a resulting non-cash gain on deconsolidation of $1,711,748 recorded on the consolidated statements of
operations for the year ended June 30, 2015.  In addition, comparative information for prior periods have been restated
to segregate the assets, liabilities, revenue, expenses, and cash flows related to TAAG as discontinued operations. We
have determined based on discussion with French counsel that it is remote that we will be liable for the unsatisfied
liabilities of TAAG as a result of the insolvency process in France, and as a result, we have eliminated any respective
liability as of June 30, 2015.

Employees

As of August 28, 2015, we had 105 full time employees and 5 part-time employees.

Item 1A.  Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the risks and
uncertainties described below, together with all of the other information in this prospectus, including our consolidated
financial statements and related notes, before investing in our common stock. The following summarizes material risks
that investors should carefully consider before deciding to buy or maintain an investment in our common stock. Any of
the following risks, if they actually occur, would likely harm our business, financial condition and results of
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operations. As a result, the trading price of our common stock could decline, and investors could lose the money they
paid to buy our common stock.

Risks Related to Our Business and Our Industry

We have incurred significant losses, and may be unable to maintain profitability. If we continue to incur losses, we
may have to curtail our operations, which may prevent us from successfully operating and expanding our business.

Historically, we have relied upon cash from financing activities to fund substantially all of the cash requirements of
our activities and have incurred significant losses and experienced negative cash flow. For our fiscal years ended June
30, 2015 and 2014, we earned net income of $774,219 and incurred a net loss of $1,866,418, respectively. As of June
30, 2015, we had an accumulated deficit of $15,084,437. We cannot predict if we will be profitable. We may continue
to incur losses for an indeterminate period of time and may be unable to sustain profitability. An extended period of
losses and negative cash flow may prevent us from successfully operating and expanding our business. We may be
unable to sustain or increase our profitability on a quarterly or annual basis.

The loss of our largest customers would significantly reduce our revenue and adversely affect our results of
operations.

There were no customers that accounted for greater than 10% of our revenue for the years ended June 30, 2015 and
2014. The loss of our largest customers would significantly reduce our revenue, which would have a material adverse
effect on our results of operations. We can provide no assurance that these customers will continue to place orders in
the future.

The loss of our largest suppliers of content would significantly reduce our revenue and adversely affect our results
of operations.

Approximately 38% and 45% of our content cost for the years ended June 30, 2015 and 2014, respectively, was
derived from our three largest suppliers of content. Loss of any or all of these suppliers of content would significantly
reduce the attractiveness of our services and our revenue, which would have a material adverse effect on our results of
operations. We can provide no assurance that these suppliers of content will continue to supply us with content in the
future. Moreover, our arrangements with content providers are non-exclusive. As a result, our content providers can
provide the same content to our competitors.
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We are exposed to credit risk on our accounts receivable and prepayments to suppliers of content. This risk is
heightened during periods when economic conditions worsen.

Approximately 13% of our accounts receivable as of June 30, 2015 was receivable from our largest customer. There
were no customers that accounted for greater than 10% of our accounts receivable as of June 30, 2014. In addition, we
have made prepayments to suppliers of content. While we have procedures to monitor and limit exposure to credit risk
on our trade receivables as well as long-term prepayments, there can be no assurance such procedures will effectively
limit our credit risk and avoid losses, which could have a material adverse effect on our results of operations.

7
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Our services, technology and industry relationships are key assets and competitive advantages of our company and
our business may be affected by how we are perceived in the marketplace.

Our services, technology and industry relationships are key assets that enable us to effectively compete in our
industry. Our ability to attract and retain customers is highly dependent upon external perceptions of the quality,
efficacy, responsiveness and ease-of-use of our services and business practices, and overall financial condition.
Negative perceptions or publicity regarding these matters could damage our reputation with customers and the public,
which could make it difficult for us to attract and maintain customers. Adverse developments with respect to our
industry may also, by association, negatively impact our reputation. Negative perceptions or publicity could have a
material adverse effect on our business and financial results.

Our business performance is dependent upon the effectiveness of our technology investments, the failure of which
could materially impact our business and financial results.

We have and will continue to undertake significant investments in our technology infrastructure to continually
strengthen our position in research and marketing solutions and improve our existing technology platform. We may
fail to effectively invest such amounts, or we may invest significant amounts in technologies that do not ultimately
assist us in achieving our strategic goals. We may also fail to maintain our technology infrastructure in a manner that
allows us to readily meet our customers’ needs. If we experience any of these or similar failures related to our
technology investments, we will not achieve our expected revenue growth, or desired cost savings, and we could
experience a significant competitive disadvantage in the marketplace, which could have a material adverse effect on
our business and financial results.

In addition, the failure to continue to invest in our business could result in a material adverse effect on our future
financial results. Such investments may include: executing on, and mitigating risks associated with, new product
offerings and entrance into new geographic markets; and ensuring continued compatibility of our new platforms and
technologies with our customers’ networks and systems.

We may be subject to intellectual property rights claims by third parties, which are extremely costly to defend, could
require us to pay significant damages and could limit our ability to use certain technologies.

Third parties, including our content providers, may assert claims of infringement of intellectual property rights against
us or our customers for which we may be liable or have an indemnification obligation. Any claim of infringement by a
third party, even those without merit, could cause us to incur substantial costs defending against the claim and could
distract our management from our business. Although third parties may offer a license to their content, the terms of
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any offered license may not be acceptable and the failure to obtain a license or the costs associated with any license
could cause our business, results of operations or financial condition to be materially and adversely affected. In
addition, our licenses are generally non-exclusive, and therefore our competitors may have access to the same content
licensed to us. Furthermore, a successful claimant could secure a judgment or we may agree to a settlement that
prevents us from providing certain content or that requires us to pay substantial damages, including treble damages if
we are found to have willfully infringed the claimant’s copyrights, royalties or other fees. Any of these events could
seriously harm our business, operating results and financial condition.

Our industry is subject to intense competition and rapid technological change, which may result in products or new
solutions that are superior to our products or solutions under development. If we are unable to anticipate or keep
pace with changes in the marketplace and the direction of technological innovation and customer demands, our
products or solutions may become less useful or obsolete and our operating results will suffer.

The industry in which we operate in general is subject to intense and increasing competition and rapidly evolving
technologies. Because our products are expected to have long development cycles, we must anticipate changes in the
marketplace and the direction of technological innovation and customer demands. To compete successfully, we will
need to demonstrate the advantages of our products and solutions.

Our future success will depend in large part on our ability to establish and maintain a competitive position in current
and future technologies. Rapid technological development may render our products under development, or any future
solutions we may have, and related technologies obsolete. Many of our competitors have or may have greater
corporate, financial, operational, sales and marketing resources, and more experience in research and development
than we have. We cannot assure you that our competitors will not succeed in developing or marketing technologies or
products that are more effective or commercially attractive than our products or that would render our solutions and
related technologies obsolete. We may not have or be able to raise or develop the financial resources, technical
expertise, or support capabilities to compete successfully in the future. Our success will depend in large part on our
ability to maintain a competitive position with our products and solutions.

Increased accessibility of free or relatively inexpensive information sources may reduce demand for our products
and services.

In recent years, more public sources of free or relatively inexpensive information have become available, particularly
through the Internet, and this trend is expected to continue. For example, some governmental and regulatory agencies
have increased the amount of information they make publicly available at no cost. Public sources of free or relatively
inexpensive information may reduce demand for our products and services. Our financial results may be adversely
affected if our customers choose to use these public sources as a substitute for our products or services.
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We depend on the services of Peter Victor Derycz and other key personnel, and may not be able to operate and
grow our business effectively if we lose their services or are unable to attract qualified personnel in the future.

Our success depends in part upon the continued service of Peter Victor Derycz, who is our President and Chief
Executive Officer. Mr. Derycz is critical to the overall management of our company as well as to the development of
our technologies, our culture and our strategic direction and is instrumental in developing and maintaining close ties
with our customer base. We also rely heavily on our senior management team because they have substantial
experience with our diverse service offerings and business strategies. In addition, we rely on our senior management
team to identify internal expansion and external growth opportunities. Our ability to retain senior management and
other key personnel is therefore very important to our future success. We have employment agreements with our
senior management, but these employment agreements do not ensure that they will not voluntarily terminate their
employment with us. In addition, our key personnel are subject to non-solicitation and confidential information
restrictions. We do not have key man insurance for any of our current management or other key personnel. The loss of
any key personnel would require the remaining key personnel to divert immediate attention to seeking a replacement.
Competition for senior management personnel is intense, and fit is important to us. Our inability to find a suitable
replacement for any departing executive officer or key employee on a timely basis could adversely affect our ability to
operate and grow our business.

We rely on our proprietary software systems, and our websites and online networks, and a disruption, failure or
security compromise of these systems would disrupt our business, damage our reputation and adversely affect our
revenue and profitability.

Our proprietary software systems are critical to our business because they enable the efficient and timely service of a
large number of customer orders. Similarly, we rely on our websites, online networks, and email systems to obtain
content and deliver customer orders, and provide timely, relevant and dependable business information to our
customers. Therefore, network or system shutdowns caused by events such as computer hacking, sabotage,
dissemination of computer viruses, worms and other destructive or disruptive software, denial of service attacks and
other malicious activity, as well as loss of service from third parties, power outages, natural disasters and similar
events, could affect our ability to store, handle and deliver data and services to our customers. Any such interruption
of our operations could negatively impact customer satisfaction and revenue.

Breaches of our data security systems or unintended disclosure of our customer data could result in large
expenditures to repair or replace such systems, to remedy any security breaches and to protect us from similar
events in the future.

In addition to shutdowns, our systems are subject to risks caused by misappropriation, misuse, leakage, falsification
and accidental release or loss of information, including sensitive data maintained in our proprietary software systems
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and credit card information of our customers. As a result of the increasing awareness concerning the importance of
safeguarding information, ongoing attempts to hack and misuse companies’ information, and legislation that continues
to be adopted regarding the protection and security of information, information-related costs and risks are increasing.

Disruptions or security compromises of our systems could result in large expenditures to repair or replace such
systems, to remedy any security breaches and protect us from similar events in the future. We also could be exposed
to negligence claims or other legal proceedings brought by our customers or their clients, and we could incur
significant legal expenses and our management’s attention may be diverted from our operations in defending ourselves
against and resolving lawsuits or claims. In addition, if we were to suffer damage to our reputation as a result of any
system failure or security compromise, our revenue and profitability could be adversely affected.

Our failure to comply with the covenants contained in our loan agreement could result in an event of default that
could adversely affect our financial condition and ability to operate our business as planned.

We currently have a line of credit with Silicon Valley Bank, maturing on October 31, 2015, under which there were
no outstanding borrowings as of June 30, 2015. Our loan agreement contains, and any agreements to refinance our
debt likely will contain, financial and restrictive covenants. While we were in compliance with these covenants as of
June 30, 2015, we failed to comply with the tangible net worth covenant in December 2011 and July 2013. On both
occasions the parties agreed to amend and reset the minimum tangible net worth required under the covenant. Our
failure to comply with these covenants in the future may result in an event of default, which if not cured or waived,
could result in the bank preventing us from accessing availability under our line of credit and requiring us to repay any
outstanding borrowings. There can be no assurance that we will be able to obtain waivers of future covenant violations
or that such waivers will be available on commercially acceptable terms.

In addition, the indebtedness under our loan agreement is secured by a security interest in substantially all of our
tangible and intangible assets, and therefore, if we are unable to repay such indebtedness the bank could foreclose on
these assets and sell the pledged equity interests, which would adversely affect our ability to operate our business. If
any of these were to occur, we may not be able to continue operations as planned, implement our planned growth
strategy or react to opportunities for or downturns in our business.
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Government regulations related to the Internet could increase our cost of doing business, affect our ability to grow
or may otherwise negatively affect our business.

Governmental agencies and federal and state legislatures have adopted, and may continue to adopt, new laws and
regulatory practices in response to the increasing use of the Internet and other online services. These new laws may be
related to issues such as online privacy, copyrights, trademarks and service mark, sales taxes, fair business practices,
domain name ownership and the requirement that our operating units register to do business as foreign entities or
otherwise be licensed to do business in jurisdictions where they have no physical location or other presence. In
addition, these new laws, regulations or interpretations relating to doing business through the Internet could increase
our costs materially and adversely affect our revenue and results of operations.

We may be adversely affected by changes in legislation and regulation.

Laws relating to communications, data protection, e-commerce, direct marketing and digital advertising and the use of
public records have become more prevalent in recent years. Existing and proposed legislation and regulations,
including changes in the manner in which such legislation and regulations are interpreted by courts in the United
States, Europe and other jurisdictions, may impose limits on our collection and use of certain kinds of information and
our ability to communicate such information effectively to our customers. It is difficult to predict in what form laws
and regulations will be adopted or how they will be construed by the relevant courts, or the extent to which nay
changes might adversely affect us.

Our growth strategy may require significant additional resources, and such additional resources might not be
available on terms acceptable to us, if at all, which may in turn hamper our growth and adversely affect our
business.

Our growth strategy will require us to significantly expand the capabilities of our administrative and operational
resources. We intend to continue to make investments to support our business growth and may require additional
funds to respond to business challenges, including the need to develop new technology, improve our operating
infrastructure or acquire complementary businesses and technologies. Accordingly, we may need to undertake equity,
equity-linked or debt financings to secure additional funds. If we raise additional funds through future issuances of
equity or convertible debt securities, our existing stockholders could suffer significant dilution, and any new equity
securities we issue could have rights, preferences and privileges superior to those of holders of our common stock.
Any debt financing that we secure in the future could involve restrictive covenants relating to our capital raising
activities and other financial and operational matters, including the ability to pay dividends. This may make it more
difficult for us to obtain additional capital and to pursue business opportunities. We may not be able to obtain
additional financing on terms favorable to us, if at all. If we are unable to obtain adequate financing or financing on
terms satisfactory to us when we require it, our ability to continue to support our business growth and respond to
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business challenges could be significantly impaired, and our business may be adversely affected. In addition, our
failure to successfully manage our growth could result in our sales not increasing commensurately with our capital
investments. If we are unable to successfully manage our growth, we may be unable to achieve our goals.

Acquisitions, joint ventures or similar strategic relationships may disrupt or otherwise have a material adverse
effect on our business and financial results.

As part of our strategy, we may explore strategic acquisitions and combinations, including the acquisition of customer
lists, or enter into joint ventures or similar strategic relationships. These transactions are subject to the following risks:

·Acquisitions, joint ventures or similar relationships may cause a disruption in our ongoing business, distract ourmanagement and make it difficult to maintain our standards, controls and procedures;

·We may not be able to integrate successfully the services, content, products and personnel of any such transaction
into our operations;

·We may not derive the revenue improvements, cost savings and other intended benefits of any such transaction; and

·There may be risks, exposures and liabilities of acquired entities or other third parties with whom we undertake atransaction, that may arise from such third parties’ activities prior to undertaking a transaction with us.

Our prior acquisitions have resulted in significant impairment charges and have operated at losses. Our acquisition of
Pools in 2010 resulted in an impairment loss of $233,385 during the year ended June 30, 2012 and operations were
discontinued in June 2013.

Our acquisition of TAAG in 2011 resulted in an impairment loss of $1,602,638 during the year ended June 30, 2012
and TAAG has incurred significant net losses since the acquisition.

On August 18, 2014, our Board of Directors authorized the immediate disposal of our former subsidiary TAAG at a
reasonable price in relation to its current fair value, and in the event such sale was not consummated by September 10,
2014, that management proceed with an insolvency filing by TAAG under French law.  On September 15, 2014, the
French Tribunal de Commerce appointed an Administrator for TAAG following a declaration of insolvency by our
legal representative, and on October 6, 2014 TAAG entered into a judicial liquidation procedure. As a result, effective
September 15, 2014, we relinquished control of TAAG to the Tribunal and TAAG ceased to be our subsidiary and
was deconsolidated from our financial statements.  In accordance with consolidation guidance we derecognized the
assets, liabilities and other comprehensive income of TAAG with a resulting non-cash gain on deconsolidation of
$1,711,748 recorded on the consolidated statements of operations for the year ended June 30, 2015.  In addition,
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comparative information for prior periods have been restated to segregate the assets, liabilities, revenue, expenses, and
cash flows related to TAAG as discontinued operations. We have determined based on discussion with French counsel
that it is remote that we will be liable for the unsatisfied liabilities of TAAG as a result of the insolvency process in
France, and as a result, we have eliminated any respective liability as of June 30, 2015.
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We can provide no assurance that future acquisitions, joint ventures or strategic relationships will be accretive to our
business overall or will result in profitable operations.

We are subject to risks related to our foreign operations which could adversely affect our operations and financial
performance.

We have an operational and administrative support organization in Mexico, and sell our services worldwide. Foreign
operations are subject to various risks which could have a material adverse effect on those operations or our business
as a whole, including: exposure to local economic conditions; exposure to local political conditions; currency
exchange rate fluctuations; reliance of local management; and additional potential costs of complying with rules and
regulations of foreign jurisdictions. Any adverse consequence resulting from the materialization of the foregoing risks
would adversely affect our financial performance and results of operations.

Unfavorable general economic conditions in the United States, Europe, or in other major markets could negatively
impact our financial performance.

Unfavorable general economic conditions, such as a recession or economic slowdown in the United States, Europe,
Japan, or in one or more of our other major markets, could negatively affect demand for our services and our results of
operations. Under difficult economic conditions, businesses may seek to reduce spending on our services, or shift
away from our services to in-house alternatives.

Risks Relating to Ownership of Our Common Stock

 We cannot predict the extent to which an active public trading market for our common stock will develop or be
sustained. If an active public trading market does not develop or cannot be sustained, you may be unable to
liquidate your investment in our common stock.

We cannot predict the extent to which an active public market for our common stock will develop or be sustained due
to a number of factors, including the fact that we are a small company that is relatively unknown to stock analysts,
stock brokers, institutional investors, and others in the investment community that generate or influence sales volume,
and that even if we came to the attention of such persons, they tend to be risk-averse and would be reluctant to follow
an unproven company such as ours or purchase or recommend the purchase of our shares of common stock until such
time as we became more seasoned and viable. As a consequence, there may be periods of several days or more when
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trading activity in our shares is minimal or non-existent, as compared to a seasoned issuer which has a large and
steady volume of trading activity that will generally support continuous sales without an adverse effect on share price.
We cannot give you any assurance that an active public trading market for our common stock will develop or be
sustained. If such a market cannot be sustained, you may be unable to liquidate your investment in our common stock.

Our common stock may be subject to significant price volatility which may have an adverse effect on your ability to
liquidate your investment in our common stock.

The market for our common stock may be characterized by significant price volatility when compared to seasoned
issuers, and we expect that our share price will be more volatile than a seasoned issuer for the indefinite future. The
potential volatility in our share price is attributable to a number of factors. First, our common shares may be
sporadically and/or thinly traded. As a consequence of this lack of liquidity, the trading of relatively small quantities
of shares by our stockholders may disproportionately influence the price of those shares in either direction. The price
for our shares could, for example, decline precipitously in the event that a large number of our common shares are
sold on the market without commensurate demand, as compared to a seasoned issuer that could better absorb those
sales without adverse impact on its share price. Secondly, an investment in us is a speculative or “risky” investment due
to our lack of meaningful profits to date and uncertainty of future profits. As a consequence of this enhanced risk,
more risk-adverse investors may, under the fear of losing all or most of their investment in the event of negative news
or lack of progress, be more inclined to sell their shares on the market more quickly and at greater discounts than
would be the case with the stock of a seasoned issuer.

We have not paid cash dividends in the past and do not expect to pay cash dividends in the foreseeable future. Any
return on your investment may be limited to increases in the market price of our common stock.

We have never paid cash dividends on our common stock and do not anticipate paying cash dividends on our common
stock in the foreseeable future. In addition, our Loan and Security Agreement with Silicon Valley Bank prohibits us
from paying cash dividends. The payment of dividends on our common stock will depend on our earnings, financial
condition and other business and economic factors affecting us at such time as the board of directors may consider
relevant. If we do not pay dividends, our common stock may be less valuable because a return on your investment
might only occur if the market price of our common stock appreciates.

 Voting power of a significant percentage of our common stock is held by our president and chief executive officer,
and his brother-in-law, who together are able to control or exercise significant influence over the outcome of
matters to be voted on by our stockholders.

As of August 28, 2015, Peter Victor Derycz, our President and Chief Executive Officer, had voting power equal to
approximately 20% of votes eligible to be cast at a meeting of our stockholders. Paul Kessler, one of our directors and
the brother-in-law of Mr. Derycz, exercises investment and voting control over the shares held by Bristol Investment
Fund, Ltd., and had, as of August 28, 2015, voting power equal to approximately 26% of votes eligible to be cast at a
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meeting of our stockholders. As a result of their significant ownership interests, Mr. Derycz and Mr. Kessler together
currently have the ability to control the election of directors, and other matters submitted to a vote of all of our
stockholders. They may also have interests that differ from yours and may vote in a manner that is adverse to your
interests. This concentration of ownership may have the effect of deterring, delaying or preventing a change of control
of our company, could deprive our stockholders of an opportunity to receive a premium for their common stock as
part of a sale of our company and might ultimately affect the market price of our common stock.
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The exercise of outstanding options and warrants to purchase our common stock could substantially dilute your
investment.

Under the terms of our outstanding options and warrants to purchase our common stock issued to employees and
others, the holders are given an opportunity to profit from a rise in the market price of our common stock that, upon
the exercise of the options and/or warrants, could result in dilution in the interests of our other stockholders.

The market price of our common stock and the value of your investment could substantially decline if our warrants
or options are exercised and our common stock is issued and resold into the market, or if a perception exists that a
substantial number of shares will be issued upon exercise of our warrants and option and then resold into the
market.

If the exercise prices of our warrants or options are lower than the price at which you made your investment,
immediate dilution of the value of your investment will occur. In addition, sales of a substantial number of shares of
common stock issued upon exercise of our warrants and options, or even the perception that such sales could occur,
could adversely affect the market price of our common stock. You could, therefore, experience a substantial decline in
the value of your investment as a result of both the actual and potential exercise of our warrants or options.

Because we are subject to the “Penny Stock” rules, the level of trading activity in our common stock may be
reduced.

Our common stock is currently quoted on the OTCQB tier of the OTC Markets Group Inc., under the symbol “RSSS.”
On August 28, 2015, the last reported sale price of our common stock on the OTCQB was $0.97. As a result, our
common stock constitutes a “Penny Stock.” Broker-dealer practices in connection with transactions in Penny Stocks are
regulated by rules adopted by the Securities and Exchange Commission, or SEC. Penny Stocks are generally equity
securities with a price per share of less than $5.00 (other than securities registered on certain national exchanges). The
Penny Stock rules require a broker-dealer, prior to a transaction in Penny Stocks not exempt from the rules, to deliver
a standardized risk disclosure document that provides information about Penny Stocks and the nature and level of
risks in the Penny Stock market. The broker-dealer must also provide the customer with current bid and offer
quotations for the Penny Stock, the compensation of the broker-dealer and the salesperson in the transaction, and
monthly accounting statements showing the market value of each Penny Stock held in the customer’s account. In
addition, the broker-dealer must make a special written determination that the Penny Stock is a suitable investment for
the purchaser and receive the purchaser’s written agreement to the transaction. These requirements may have the effect
of reducing the level of trading activity in a Penny Stock, such as our common stock, and investors in our common
stock may find it difficult to sell their shares.
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Because our common stock is not currently listed on a national securities exchange, you may find it difficult to
dispose of or obtain quotations for our common stock.

Our common stock is quoted on the OTCQB under the symbol “RSSS.” Because our stock is quoted on the OTCQB
rather than on a national securities exchange, you may find it difficult to either dispose of, or to obtain quotations as to
the price of, our common stock.

Failure to achieve and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley
Act of 2002 could result in a restatement of our financial statements, cause investors to lose confidence in our
financial statements and our company and have a material adverse effect on our business and stock price.

We produce our financial statements in accordance with accounting principles generally accepted in the United States,
or GAAP. Effective internal controls are necessary for us to provide reliable financial reports to help mitigate the risk
of fraud and to operate successfully as a publicly traded company. As a public company, we are required to document
and test our internal control procedures in order to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act
of 2002, or Section 404. Further, Section 404 requires annual management assessments of the effectiveness of our
internal controls over financial reporting.

Testing and maintaining internal controls can divert our management’s attention from other matters that are important
to our business. We may not be able to conclude on an ongoing basis that we have effective internal controls over
financial reporting in accordance with Section 404. If we are unable to conclude that we have effective internal
controls over financial reporting, investors could lose confidence in our reported financial information and our
company, which could result in a decline in the market price of our common stock, and cause us to fail to meet our
reporting obligations in the future, which in turn could impact our ability to raise additional financing if needed in the
future.

Our board of directors has broad discretion to issue additional securities.

We are entitled under our certificate of incorporation to issue up to 100,000,000 shares of common stock and
20,000,000 shares of “blank check” preferred stock, although these amounts may change in the future subject to
stockholder approval. Shares of our blank check preferred stock provide our board of directors’ broad authority to
determine voting, dividend, conversion, and other rights. As of June 30, 2015 we had issued and outstanding
18,242,125 shares of common stock and we had 4,280,345 shares of common stock reserved for future grants under
our equity compensation plans and for issuances upon the exercise or conversion of currently outstanding options,
warrants and convertible securities. As of June 30, 2015, we had no shares of preferred stock issued and outstanding.
Accordingly, as of June 30, 2015, we could issue up to 77,477,530 additional shares of common stock and 20,000,000
additional shares of “blank check” preferred stock. Any additional stock issuances could be made at a price that reflects
a discount or premium to the then-current market price of our common stock. In addition, in order to raise capital, we
may need to issue securities that are convertible into or exchangeable for a significant amount of our common stock.

Edgar Filing: Research Solutions, Inc. - Form 10-K

30



Our board may generally issue those common and preferred shares, or convertible securities to purchase those shares,
without further approval by our stockholders. Any preferred shares we may issue could have such rights, preferences,
privileges and restrictions as may be designated from time-to-time by our board, including preferential dividend
rights, voting rights, conversion rights, redemption rights and liquidation provisions. We may also issue additional
securities to our directors, officers, employees and consultants as compensatory grants in connection with their
services, both in the form of stand-alone grants or under our stock incentive plans. The issuance of additional
securities may cause substantial dilution to our stockholders.
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Our articles of incorporation, bylaws and Nevada law have anti-takeover provisions that could discourage, delay or
prevent a change in control, which may cause our stock price to decline.

Our articles of incorporation, bylaws and Nevada law contain provisions which could make it more difficult for a third
party to acquire us, even if closing such a transaction would be beneficial to our stockholders. We are currently
authorized to issue up to 20,000,000 shares of “blank check” preferred stock. This preferred stock may be issued in one
or more series, the terms of which may be determined at the time of issuance by our board of directors without further
action by stockholders. The terms of any series of preferred stock may include voting rights (including the right to
vote as a series on particular matters), preferences as to dividend, liquidation, conversion and redemption rights and
sinking fund provisions. No shares of our preferred stock are currently outstanding. The issuance of any preferred
stock could materially adversely affect the rights of the holders of our common stock, and therefore, reduce the value
of our common stock. In particular, specific rights granted to future holders of preferred stock could be used to restrict
our ability to merge with, or sell our assets to, a third party and thereby preserve control by current management.

Provisions of our articles of incorporation, bylaws and Nevada law also could have the effect of discouraging potential
acquisition proposals or making a tender offer or delaying or preventing a change in control, including changes a
stockholder might consider favorable. Such provisions may also prevent or frustrate attempts by our stockholders to
replace or remove our management. In particular, our articles of incorporation, our bylaws and Nevada law, as
applicable, among other things, provide our board of directors with the ability to alter our bylaws without stockholder
approval, and provide that vacancies on our board of directors may be filled by a majority of directors in office,
although less than a quorum.

We may become subject to Nevada’s control share acquisition laws (Nevada Revised Statutes 78.378 -78.3793), which
prohibit an acquirer, under certain circumstances, from voting shares of a corporation’s stock after crossing specific
threshold ownership percentages, unless the acquirer obtains the approval of the issuing corporation’s stockholders.
We are also subject to Nevada’s Combination with Interested Stockholders Statute (Nevada Revised Statutes 78.411
-78.444) which prohibits an interested stockholder from entering into a “combination” with the corporation, unless
certain conditions are met. These provisions are expected to discourage certain types of coercive takeover practices
and inadequate takeover bids and to encourage persons seeking to acquire control of our company to first negotiate
with our board of directors. These provisions may delay or prevent someone from acquiring or merging with us,
which may cause the market price of our common stock to decline.

Item 1B.  Unresolved Staff Comments

Not applicable.
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Item 2.  Properties

Our executive offices are located at 5435 Balboa Blvd., Suite 202, Encino, California. We lease approximately 3,200
square feet of office space for approximately $5,400 per month from an unrelated third party. The lease expires on
April 30, 2017. 

Pools’ printing facility was located at 3455-3501 Commercial Avenue, Northbrook, Illinois until operations were
discontinued in June 2013. We continue to lease approximately 13,000 square feet of space for $8,500 per month from
an unrelated third party. The lease expires on May 31, 2016. On March 24, 2013, we entered into an agreement to
sublease the facility to a third party effective April 1, 2013. The sublease calls for monthly rental proceeds of $6,300
through May 2016. The amount of the expected rental proceeds from the sublease will be less than the amount we are
contractually obligated to pay under the lease agreement.

Reprints Desk Latin America S. de R.L. de C.V, rents on a month to month basis approximately 280 square meters of
office space in Monterrey, Mexico, for approximately $1,500 (19,482 Mexican Pesos) per month.

We believe that our existing facilities are sufficient to meet our present and anticipated needs for the foreseeable
future.
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Item 3.  Legal Proceedings

We are involved in legal proceedings in the ordinary course of our business. Although our management cannot predict
the ultimate outcome of these legal proceedings with certainty, it believes that the ultimate resolution of our legal
proceedings, including any amounts we may be required to pay, will not have a material effect on our consolidated
financial statements.

On August 18, 2014, our Board of Directors authorized the immediate disposal of our former subsidiary TAAG at a
reasonable price in relation to its current fair value, and in the event such sale was not consummated by September 10,
2014, that management proceed with an insolvency filing by TAAG under French law.  On September 15, 2014, the
French Tribunal de Commerce appointed an Administrator for TAAG following a declaration of insolvency by our
legal representative, and on October 6, 2014 TAAG entered into a judicial liquidation procedure. As a result, effective
September 15, 2014, we relinquished control of TAAG to the Tribunal and TAAG ceased to be our subsidiary and
was deconsolidated from our financial statements.  In accordance with consolidation guidance we derecognized the
assets, liabilities and other comprehensive income of TAAG with a resulting non-cash gain on deconsolidation of
$1,711,748 recorded on the consolidated statements of operations for the year ended June 30, 2015.  In addition,
comparative information for prior periods have been restated to segregate the assets, liabilities, revenue, expenses, and
cash flows related to TAAG as discontinued operations. We have determined based on discussion with French counsel
that it is remote that we will be liable for the unsatisfied liabilities of TAAG as a result of the insolvency process in
France, and as a result, we have eliminated any respective liability as of June 30, 2015.

Item 4.  Mine Safety Disclosures

Not applicable.

PART II

Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information and Approximate Number of Holders of Common Stock
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Our common stock is quoted on the OTCQB under the symbol "RSSS."  The following table sets forth, for the periods
indicated, the reported high and low bid quotations for our common stock as reported on the OTCQB.  The bid prices
reflect inter-dealer quotations, do not include retail markups, markdowns, or commissions, and do not necessarily
reflect actual transactions.

High
Bid

Low
Bid

Year Ended June 30, 2015:
First Quarter (July 1 – September 30) $1.22 $0.57
Second Quarter (October 1 – December 31) $0.95 $0.58
Third Quarter (January 1 – March 31) $1.10 $0.66
Fourth Quarter (April 1 – June 30) $1.16 $0.87
Year Ended June 30, 2014:
First Quarter (July 1 – September 30) $1.90 $1.45
Second Quarter (October 1 – December 31) $2.06 $1.40
Third Quarter (January 1 – March 31) $2.35 $1.51
Fourth Quarter (April 1 – June 30) $1.96 $0.92

As of August 28, 2015, we had a total of 18,394,125 shares of our common stock outstanding and the closing sales
price was $0.97 per share on the OTCQB. According to the records of our transfer agent, we had 36 record holders of
our common stock as of August 28, 2015. Because brokers and other institutions hold shares on behalf of
stockholders, we are unable to estimate the total number of stockholders represented by these record holders.

Dividends

We have never declared or paid dividends on our common stock. In addition, our Loan and Security Agreement with
Silicon Valley Bank prohibits us from paying cash dividends. We currently intend to retain all available funds and any
future earnings for use in the operation of our business and do not anticipate paying any dividends on our common
stock in the foreseeable future, if at all. Any future determination to declare dividends will be made at the discretion of
our board of directors and will depend on our financial condition, operating results, capital requirements, general
business conditions and other factors that our board of directors may deem relevant.

Common Stock Repurchases

On November 7, 2014 our Board of Directors authorized the repurchase of up to $250,000 of our outstanding common
stock.  Purchases may be made from time to time in open market or privately negotiated transactions as determined by
our management. The actual timing, number and value of shares repurchased will be determined by our management
at its discretion, and will depend on management's evaluation of market conditions and other factors. We have no
obligation to repurchase any shares under this authorization, and the repurchase program may be suspended,
discontinued or modified at any time, for any reason and without notice.
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During the year ended June 30, 2015, we repurchased 53,300 shares of our common stock under the repurchase
program at an average price of approximately $0.93 per share for an aggregate amount of approximately $49,482. As
of June 30, 2015, $200,518 remains available under the current authorization to repurchase our outstanding common
stock.

The following table summarizes repurchases of our common stock on a monthly basis:

Period

Total
Number
of Shares
Purchased

Average
Price
Paid
per Share

Total Number of Shares
Purchased as Part of
Publicly
Announced Plans or
Programs

Approximate Dollar Value of
Shares that May Yet Be
Purchased
Under the Plans or Programs

January 1 - January 31,
2015 - - - $ 250,000

February 1 - February 28,
2015 29,000 $ 0.85 29,000 $ 225,323

March 1 - March 31, 2015 25,370 1 $ 1.02 24,300 $ 200,518
June 1 - June 30, 2015 1,100 2 $ 1.00 - $ 200,518
Total 55,470 $ 0.93 53,300 $ 200,518

1
Includes 1,070 shares of common stock surrendered by employees to cover tax withholding obligations with respect
to the vesting of restricted stock, at an average price of approximately $1.05 per share for an aggregate amount of
approximately $1,124.

2
Includes 1,100 shares of common stock surrendered by employees to cover tax withholding obligations with respect
to the vesting of restricted stock, at an average price of approximately $1.00 per share for an aggregate amount of
approximately $1,100.

Equity Compensation Plan Information

Information relating to compensation plans under which our equity securities are authorized for issuance is set forth in
Item 12 of this report under “Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters.”

Item 6.  Selected Financial Data
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Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

Cautionary Notice Regarding Forward-Looking Statements

The following discussion and analysis of our financial condition and results of operations for the years ended June 30,
2015 and 2014 should be read in conjunction with our consolidated financial statements and related notes to those
financial statements that are included elsewhere in this report. Our discussion includes forward-looking statements
based upon current expectations that involve risks and uncertainties, such as our plans, objectives, expectations and
intentions. Actual results and the timing of events could differ materially from those anticipated in these
forward-looking statements as a result of a number of factors, including those set forth under “Risk Factors” and
elsewhere in this report.

We use words such as “anticipate,” “estimate,” “plan,” “project,” “continuing,” “ongoing,” “expect,” “believe,”
“intend,” “may,” “will,” “should,” “could,” and similar expressions to identify forward-looking statements. All
forward-looking statements included in this report are based on information available to us on the date hereof and,
except as required by law, we assume no obligation to update any such forward-looking statements.

Overview

Research Solutions was incorporated in the State of Nevada on November 2, 2006, and in November 2006 entered
into a Share Exchange Agreement with Reprints Desk. At the closing of the transaction contemplated by the Share
Exchange Agreement, Research Solutions acquired all of the outstanding shares of Reprints Desk from its
stockholders and issued 8,000,003 shares of common stock to the former stockholders of Reprints Desk. Following
completion of the exchange transaction, Reprints Desk became a wholly-owned subsidiary of Research Solutions.
Reprints Desk provides Article Galaxy and Reprint and ePrint services.

On July 24, 2012, we formed Reprints Desk Latin America to provide operational and administrative support services
to Reprints Desk.

On March 4, 2013, we consummated a merger with DYSC Subsidiary Corporation, our wholly-owned subsidiary,
pursuant to which we, in connection with such merger, amended our Articles of Incorporation to change our name to
Research Solutions, Inc. (formerly Derycz Scientific, Inc.).
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On February 28, 2007, we entered into an agreement with Pools Press, Inc., an Illinois corporation (“Pools”), pursuant to
which we acquired 75% of the issued and outstanding common stock of Pools for consideration of $616,080. We
purchased the remaining interest in Pools that we did not already own on August 31, 2010.  The results of Pools’
operations have been included in our consolidated financial statements since March 1, 2007. On January 1, 2012,
Pools merged with and into Reprints Desk. Pools provided printing services, specializing in reprints, until operations
were discontinued in June 2013.

On March 31, 2011, we entered into an agreement with Fimmotaag, S.p.A. (“Fimmotaag”), a privately held company
domiciled in France, pursuant to which we acquired 100% of the issued and outstanding common stock of TAAG in
exchange for 336,921 shares of our common stock in addition to future payments payable at the option of Fimmotaag
in cash or our common stock under the terms of the purchase agreement. On March 28, 2013, we entered into a
Settlement Agreement with Fimmotaag and its two principal owners (the “Settlement Agreement”), pursuant to which
Fimmotaag agreed to return 336,921 shares of our common stock to us and to forego future payments payable to
Fimmotaag by us pursuant to the terms of the agreement under which we acquired TAAG from Fimmotaag. 

On August 18, 2014, our Board of Directors authorized the immediate disposal of our former subsidiary TAAG at a
reasonable price in relation to its current fair value, and in the event such sale was not consummated by September 10,
2014, that management proceed with an insolvency filing by TAAG under French law.  On September 15, 2014, the
French Tribunal de Commerce appointed an Administrator for TAAG following a declaration of insolvency by our
legal representative, and on October 6, 2014 TAAG entered into a judicial liquidation procedure. As a result, effective
September 15, 2014, we relinquished control of TAAG to the Tribunal and TAAG ceased to be our subsidiary and
was deconsolidated from our financial statements. 

In accordance with consolidation guidance we derecognized the assets, liabilities and other comprehensive income of
TAAG with a resulting non-cash gain on deconsolidation of $1,711,748 recorded on the consolidated statements of
operations for the year ended June 30, 2015.  In addition, comparative information for prior periods have been restated
to segregate the assets, liabilities, revenue, expenses, and cash flows related to TAAG as discontinued operations. We
have determined based on discussion with French counsel that it is remote that we will be liable for the unsatisfied
liabilities of TAAG as a result of the insolvency process in France, and as a result, we have eliminated any respective
liability as of June 30, 2015.

We provide on-demand access to scientific, technical, and medical (“STM”) information for life science companies,
academic institutions, and other research-intensive organizations. We provide two types of services to our customers:
Article Galaxy, and Reprints and ePrints.
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 Article Galaxy

Article Galaxy, our cloud-based software-as-a-service (“SaaS”) solution, provides our customers with a single source to
the universe of published STM content that includes over seventy million existing STM articles and over one million
newly published STM articles each year. Article Galaxy allows customers to find and download in digital format STM
articles that are critical to their research. In addition, Article Galaxy facilitates customers’ compliance with applicable
copyright laws.

Researchers and regulatory personnel in life science and other research-intensive organizations generally require
single copies of published STM journal articles for use in their research activities. They place orders with us for the
articles they need and we source and electronically deliver the requested content to them generally in under an hour.
This service is known in the industry as single article delivery or document delivery. We also obtain the necessary
permissions from the content publisher so that our customer’s use complies with applicable copyright laws. We have
arrangements with numerous content publishers that allow us to distribute their content. The majority of these
publishers provide us with electronic access to their content, which allows us to electronically deliver single articles to
our customers often in a matter of minutes. Even though single article delivery services are charged on a transactional
basis, customer order volume tends to be consistent from month to month in part due to consistent orders of larger
customers that require the implementation of our services into their work flow, subject to fluctuations due to the
addition or loss of customers.

We deliver research solutions through our Article Galaxy journal article platform (“Article Galaxy”). We have
developed proprietary software and Internet-based interfaces that allow customers to initiate orders, manage
transactions, obtain reporting, automate authentication, improve seamless connectivity to corporate intranets, and
enhance the information resources they already own, or have access to via subscriptions or internal libraries, as well as
organize workgroups to collaborate around scientific information.

As a cloud-based SaaS solution, Article Galaxy is deployed as a single system across our entire customer base.
Customers access Article Galaxy securely through online web interfaces and via web service APIs, which enable
customers to leverage Article Galaxy features and functionality from within proprietary and other 3rd party software
systems. Article Galaxy can also be configured to satisfy a customer’s individual preferences in areas such as user
experience, business processes, and spend management. As a SaaS solution, Article Galaxy benefits from efficiencies
in scalability, stability and development costs, resulting in significant advantages versus multiple instance or installed
desktop software alternatives. We leverage these technical efficiencies to fuel rapid innovation and competitive
advantage.

Reprints and ePrints
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Marketing departments in life science and other research-intensive organizations generally require large quantities of
printed copies of published STM journal articles called “Reprints” that are distributed to physicians and at conferences.
We obtain the necessary permissions from the content publisher so that our customer’s use complies with applicable
copyright laws. The majority of content publishers print their content in-house and prohibit others from printing their
content; however, when not prohibited by the content publisher, we use third parties to print Reprint orders. Electronic
copies, called “ePrints”, are also used for distribution through the Internet and other electronic mechanisms. We have
developed proprietary ePrint software that increases the efficiency of our customers’ content purchases by transitioning
from paper Reprints to electronic ePrints, and by improving compliance with applicable copyright laws and
promotional regulations within the life science industry. Reprints and ePrints are charged on a transactional basis and
order volume typically fluctuates from month to month based on customer marketing budgets and the existence of
STM journal articles that fit customer requirements.

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements in conformity with accounting principles generally accepted
in the United States, or GAAP, requires us to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue and expenses, and related disclosure of contingent assets and liabilities. When making these
estimates and assumptions, we consider our historical experience, our knowledge of economic and market factors and
various other factors that we believe to be reasonable under the circumstances. Actual results may differ under
different estimates and assumptions.

The accounting estimates and assumptions discussed in this section are those that we consider to be the most critical to
an understanding of our financial statements because they inherently involve significant judgments and uncertainties.

Revenue Recognition

Our policy is to recognize revenue when services have been performed, risk of loss and title to the product transfers to
the customer, the selling price is fixed or determinable, and collectability is reasonably assured. We generate revenue
by providing two types of services to our customers: Article Galaxy, and Reprints and ePrints.

Article Galaxy

We charge a transactional service fee for the electronic delivery of single articles, and a corresponding copyright fee
for the permitted use of the content. This service, known in the industry as single article delivery or document
delivery, generates nearly all of the revenue attributable to the Article Galaxy journal article platform. We recognize

Edgar Filing: Research Solutions, Inc. - Form 10-K

42



revenue from single article delivery services upon delivery to the customer only when the selling price is fixed or
determinable, and collectability is reasonably assured.

17

Edgar Filing: Research Solutions, Inc. - Form 10-K

43



Reprints and ePrints

We charge a transactional fee for each Reprint or ePrint order and are responsible for printing and delivery of Reprint
orders, and the electronic delivery and, in some cases, the electronic delivery mechanism of ePrint orders. The
majority of content publishers print their content in-house and prohibit others from printing their content; however,
when not prohibited by the content publisher, we use third parties to print Reprint orders. We recognize revenue from
reprints and ePrints services upon shipment or electronic delivery to the customer only when the selling price is fixed
or determinable, and collectability is reasonably assured.

Stock-Based Compensation

We periodically issue stock options, warrants and restricted stock to employees and non-employees for services, in
capital raising transactions, and for financing costs. We account for share-based payments under the guidance as set
forth in the Share-Based Payment Topic 718 of the Financial Accounting Standards Board (the "FASB") Accounting
Standards Codification, which requires the measurement and recognition of compensation expense for all share-based
payment awards made to employees, officers, directors, and consultants, including employee stock options, based on
estimated fair values. We estimate the fair value of stock option and warrant awards to employees and directors on the
date of grant using an option-pricing model, and the value of the portion of the award that is ultimately expected to
vest is recognized as expense over the required service period in our Statements of Operations.  We estimate the fair
value of restricted stock awards to employees and directors using the market price of our common stock on the date of
grant, and the value of the portion of the award that is ultimately expected to vest is recognized as expense over the
required service period in our Statements of Operations. We account for share-based payments to non-employees in
accordance with Topic 505 of the FASB Accounting Standards Codification, whereby the value of the stock
compensation is based upon the measurement date as determined at either a) the date at which a performance
commitment is reached, or b) the date at which the necessary performance to earn the equity instruments is
complete.  Stock-based compensation is based on awards ultimately expected to vest and is reduced for estimated
forfeitures. Forfeitures are estimated at the time of grant and revised, as necessary, in subsequent periods if actual
forfeitures differ from those estimates. 

 Allowance for doubtful accounts

We evaluate the collectability of our trade accounts receivable based on a number of factors. In circumstances where
we become aware of a specific customer’s inability to meet its financial obligations to us, we estimate and record a
specific reserve for bad debts, which reduces the recognized receivable to the estimated amount we believe will
ultimately be collected. In addition to specific customer identification of potential bad debts, bad debt charges are
recorded based on our historical losses and an overall assessment of past due trade accounts receivable
outstanding.  We established an allowance for doubtful accounts of $69,731 and $49,467 as of June 30, 2015 and
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2014, respectively.

Foreign Currency

The accompanying consolidated financial statements are presented in United States dollars, the functional currency of
our company. Capital accounts of foreign subsidiaries are translated into US dollars from foreign currencies at their
historical exchange rates when the capital transactions occurred. Assets and liabilities are translated at the exchange
rate as of the balance sheet date. Income and expenditures are translated at the average exchange rate of the period.
Although the majority of our revenue and costs are in US dollars and the costs of Reprints Desk Latin America are in
Mexican Pesos. As a result, currency exchange fluctuations may impact our revenue and the costs of our
operations. We currently do not engage in any currency hedging activities.

The following table summarizes the exchange rates used:

Year
Ended
June 30,
2015 2014

Period end Euro : US Dollar exchange rate 1.11 1.36
Average period Euro : US Dollar exchange rate 1.20 1.36

Period end Mexican Peso : US Dollar exchange rate 0.06 0.08
Average period Mexican Peso : US Dollar exchange rate 0.07 0.08
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Quarterly Information (Unaudited)

The following table sets forth unaudited and quarterly financial data for the four quarters of fiscal years 2015 and
2014:

June 30, Mar. 31, Dec. 31, Sept. 30, June 30, Mar. 31, Dec. 31 Sept. 30,
2015 2015 2014 2014 2014 2014 2013 2013

Revenue:
Article Galaxy $5,414,124 $5,666,717 $5,071,504 $5,224,629 $4,996,205 $4,954,003 $4,254,673 $4,468,634
Reprints and
ePrints 2,166,382 3,168,464 2,859,556 2,328,767 2,695,114 1,837,275 3,128,475 2,148,796

Total revenue 7,580,506 8,835,181 7,931,060 7,553,396 7,691,319 6,791,278 7,383,148 6,617,430

Cost of
revenue:
Article Galaxy 4,169,042 4,248,070 3,806,150 3,924,478 3,707,454 3,706,392 3,309,322 3,445,460
Reprints and
ePrints 1,948,287 2,883,644 2,615,158 2,129,113 2,442,000 1,686,392 2,758,376 1,974,267

Total cost of
revenue 6,117,329 7,131,714 6,421,308 6,053,591 6,149,454 5,392,784 6,067,698 5,419,727

Gross profit:
Article Galaxy 1,245,082 1,418,647 1,265,354 1,300,151 1,288,751 1,247,611 945,351 1,023,174
Reprints and
ePrints 218,095 284,820 244,398 199,654 253,114 150,883 370,099 174,529

Total gross
profit 1,463,177 1,703,467 1,509,752 1,499,805 1,541,865 1,398,494 1,315,450 1,197,703

Operating
expenses:
Selling,
general and
administrative

1,362,790 1,494,984 1,397,517 1,307,749 1,437,509 1,705,698 1,627,606 1,146,199

Depreciation
and
amortization

16,934 25,005 60,792 72,088 65,254 56,359 50,770 47,551

Stock-based
compensation
expense

506,634 106,521 113,798 107,719 88,532 82,621 90,953 93,114

Foreign
currency
transaction
loss (gain)

4,004 57,647 25,624 10,847 2,935 6,669 7,353 (625 )
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Total
operating
expenses

1,890,362 1,684,157 1,597,731 1,498,403 1,594,230 1,851,347 1,776,682 1,286,239

Net income
(loss):
Loss from
continuing
operations

(439,257 ) (1,816 ) (94,176 ) (6,936 ) (59,724 ) (459,754 ) (467,604 ) (97,050 )

Income (loss)
from
discontinued
operations

163,453 - - 1,152,951 (540,858 ) (216,579 ) 21,048 (45,897 )

Net income
(loss) $(275,804 ) $(1,816 ) $(94,176 ) $1,146,015 $(600,582 ) $(676,333 ) $(446,556 ) $(142,947 )

Basic income
(loss) per
common
share:
Loss per share
from
continuing
operations

$(0.03 ) $- $(0.01 ) $- $- $(0.03 ) $(0.03 ) $(0.01 )

Income (loss)
per share from
discontinued
operations

$0.01 $- $- $0.07 $(0.03 ) $(0.01 ) $- $-

Net income
(loss) per
share

$(0.02 ) $- $(0.01 ) $0.07 $(0.03 ) $(0.04 ) $(0.03 ) $(0.01 )

Basic
weighted
average
common
shares
outstanding

17,462,484 17,457,404 17,456,711 17,406,012 17,392,213 17,392,213 17,171,633 16,970,465

Diluted
income (loss)
per common
share:
Loss per share
from
continuing
operations

$(0.03 ) $- $(0.01 ) $- $- $(0.03 ) $(0.03 ) $(0.01 )

Income (loss)
per share from
discontinued
operations

$0.01 $- $- $0.07 $(0.03 ) $(0.01 ) $- $-
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Net income
(loss) per
share

$(0.02 ) $- $(0.01 ) $0.07 $(0.03 ) $(0.04 ) $(0.03 ) $(0.01 )

Diluted
weighted
average
common
shares
outstanding

17,462,484 17,457,404 17,456,711 17,407,428 17,392,213 17,392,213 17,171,633 16,970,465

Comparison of the Years Ended June 30, 2015 and 2014

Results of Operations

Years Ended
June 30,
2015 2014

Revenue $31,900,143 $28,483,175
Cost of revenue 25,723,942 23,029,663
Gross profit 6,176,201 5,453,512

Operating expenses:
Selling, general and administrative 5,563,040 5,917,012
Stock-based compensation expense 834,672 355,220
Depreciation and amortization 174,819 219,934
Foreign currency transaction loss 98,122 16,332
Total operating expenses 6,670,653 6,508,498
Loss from operations (494,452 ) (1,054,986 )

Other expenses:
Interest expense (18,056 ) (13,817 )
Other income 1,215 770
Total other expenses (16,841 ) (13,047 )

Loss from continuing operations before provision for income taxes (511,293 ) (1,068,033 )
Provision for income taxes (30,892 ) (16,099 )

Loss from continuing operations (542,185 ) (1,084,132 )

Discontinued operations:
Loss from discontinued operations (395,344 ) (782,286 )
Gain from deconsolidation of former French subsidiary 1,711,748 -
Income (loss) from discontinued operations 1,316,404 (782,286 )

Net income (loss) $774,219 $(1,866,418 )
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Revenue

Years Ended June 30,

2015 2014 2015-2014
$ Change

2015-2014
% Change

Revenue:
Article Galaxy $21,376,974 $18,673,515 $2,703,459 14.5 %
Reprints and ePrints 10,523,169 9,809,660 713,509 7.3 %
Total revenue $31,900,143 $28,483,175 $3,416,968 12.0 %

Article Galaxy revenue increased $2,703,459, or 14.5%, for the year ended June 30, 2015 compared to the prior year,
primarily due to a net increase in orders resulting from the acquisition of new customers. Single article delivery
services generate nearly all of the revenue attributable to the Article Galaxy journal article platform. Even though
single article delivery services are charged on a transactional basis, customer order volume tends to be consistent from
month to month in part due to consistent orders of larger customers that require the implementation of our services
into their work flow, subject to fluctuations due to the addition or loss of customers.

Revenue from Reprints and ePrints increased $713,509, or 7.3%, for the year ended June 30, 2015 compared to the
prior year, primarily due to a net increase in orders from current and new customers. Reprints and ePrints are charged
on a transactional basis and order volume typically fluctuates from month to month based on customer marketing
budgets and the existence of STM journal articles that fit customer requirements.

Total revenue increased 3,416,968, or 12.0%, for the year ended June 30, 2015 compared to the prior year, for the
reasons described above.

 Cost of Revenue

Years Ended June 30,

2015 2014 2015-2014
$ Change

2015-2014
% Change

Cost of Revenue:
Article Galaxy $16,147,740 $14,168,628 $1,979,112 14.0 %
Reprints and ePrints 9,576,202 8,861,035 715,167 8.1 %
Total cost of revenue $25,723,942 $23,029,663 $2,694,279 11.7 %
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Years Ended June 30,

2015 2014 2015-2014
Change *

As a percentage of revenue:
Article Galaxy 75.5 % 75.9 % (0.4 )%
Reprints and ePrints 91.0 % 90.3 % 0.7 %
Total 80.6 % 80.9 % (0.3 )%
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* The difference between current and prior period cost of revenue as a percentage of revenue

Cost of revenue as a percentage of revenue from Article Galaxy decreased to 75.5%, for the year ended June 30, 2015
compared to 75.9%, for the prior year, primarily due to slightly reduced production expenses and decreased content
acquisition costs.

Cost of revenue as a percentage of revenue from Reprints and ePrints increased to 91.0%, for the year ended June 30,
2015 compared to 90.3%, for the prior year, primarily due to increased content acquisition costs.

Total cost of revenue as a percentage of revenue decreased to 80.6%, for the year ended June 30, 2015 compared to
80.9%, for the prior year.

Gross Profit

Years Ended June 30,

2015 2014 2015-2014
$ Change

2015-2014
% Change

Gross Profit:
Article Galaxy $5,229,234 $4,504,887 $ 724,347 16.1 %
Reprints and ePrints 946,967 948,625 (1,658 ) (0.2 )%
Total gross profit $6,176,201 $5,453,512 $ 722,689 13.3 %

Years Ended June 30,

2015 2014 2015-2014
Change *

As a percentage of revenue:
Article Galaxy 24.5 % 24.1 % 0.4 %
Reprints and ePrints 9.0 % 9.7 % (0.7 )%
Total 19.4 % 19.1 % 0.3 %

* The difference between current and prior period gross profit as a percentage of revenue

 Operating Expenses
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Years Ended June 30,

2015 2014 2015-2014
$ Change

2015-2014
% Change

Operating Expenses:
Selling, general and administrative $5,563,040 $5,917,012 $(353,972 ) (6.0 )%
Depreciation and amortization 174,819 219,934 (45,115 ) (20.5 )%
Stock-based compensation expense 834,672 355,220 479,452 135.0 %
Foreign currency transaction loss 98,122 16,332 81,790 500.8 %
Total operating expenses $6,670,653 $6,508,498 $162,155 2.5 %

 Selling, General and Administrative

Selling, general and administrative expenses decreased $353,972 or 6.0%, for the year ended June 30, 2015 compared
to the prior year, primarily due to a decrease in professional service fees.

Depreciation and Amortization

For the year ended June 30, 2015, depreciation and amortization expense was $174,819, compared to $219,934 for the
prior year, a decrease of $45,115. The amounts recorded were split between depreciation of property and equipment,
and amortization of a customer list that was fully amortized in November 2014.

Interest Expense

For the year ended June 30, 2015, interest expense was $18,056, compared to $13,817 for the prior year, an increase
of $4,239.
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Provision for Income Taxes

During the years ended June 30, 2015 and 2014, we recorded a provision for income taxes of $30,892 and $16,099,
respectively. The increase in the provision was primarily due to an increase in Mexican income taxes.

Net Income (Loss)

Year Ended June 30,

2015 2014
2015-2014

$ Change

2015-2014

%
Change

Net Income (Loss):
Loss from continuing operations $(542,185 ) $(1,084,132) $541,947 50.0 %
Income (loss) from discontinued operations 1,316,404 (782,286 ) 2,098,690 268.3 %
Total net loss $774,219 $(1,866,418) $2,640,637 141.5 %

Loss from continuing operations decreased $541,947 or 50.0%, for the year ended June 30, 2015 compared to the
prior year, primarily due to increased gross profit as described above.

Total net loss decreased $2,640,637 or 141.5%, for the year ended June 30, 2015 compared to the prior year, primarily
due to increased gross profit and a net gain of $1,316,404 from the deconsolidation of our former French subsidiary.

Liquidity and Capital Resources

Year Ended June 30,
2015 2014

Consolidated Statements of Cash Flow Data:
Net cash provided by (used in) operating activities from continuing operations $(297,392 ) $106,864
Net cash provided by (used in) operating activities of discontinued operations (34,503 ) 368,870
Net cash provided by (used in) operating activities (331,895 ) 475,734

Net cash used in investing activities from continuing operations (95,221 ) (71,048 )
Net cash used in investing activities of discontinued operations - (30,130 )
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Net cash used in investing activities (95,221 ) (101,178 )

Net cash provided by (used in) financing activities from continuing operations (51,705 ) 838,000
Net cash used in financing activities of discontinued operations (67,515 ) (577,261 )
Net cash provided by (used in) financing activities (119,220 ) 260,739

Effect of exchange rate changes 15,827 (57,504 )
Net increase (decrease) in cash and cash equivalents (530,509 ) 577,791
Cash and cash equivalents, beginning of period 1,884,667 1,306,876
Cash and cash equivalents, end of period $1,354,158 $1,884,667

Liquidity

We believe that our current cash resources, our borrowing availability under our existing line of credit, and expected
cash flow will be sufficient to sustain operations for the next twelve months. Since our inception, we have funded our
operations primarily through private sales of equity securities and the exercise of warrants, which have provided
aggregate net cash proceeds to date of approximately $11,188,000. As of June 30, 2015, we had working capital of
$1,000,107 and stockholders’ equity of $1,092,816. For the year ended June 30, 2015, we recorded net income of
$774,219, cash used in operating activities from continuing operations was $297,392, and cash used in operating
activities of discontinued operations was $34,503. We may incur losses for an indeterminate period and may never
sustain profitability. We may be unable to achieve and maintain profitability on a quarterly or annual basis. An
extended period of losses and negative cash flow may prevent us from successfully operating and expanding our
business.

As of June 30, 2015, we had cash and cash equivalents of $1,354,158, compared to $1,884,667 as of June 30, 2014, a
decrease of $530,509. This decrease was primarily due to cash used in operating activities from continuing operations.
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Operating Activities

Net cash used in operating activities from continuing operations was $297,392 for the year ended June 30, 2015 and
resulted primarily from an increase in accounts receivable of $894,950, partially offset by a decrease in prepaid
royalties of $180,108 and an increase in deferred revenue of $75,311. Net cash used in operating activities of
discontinued operations was $34,503 for the year ended June 30, 2015.

Net cash provided by operating activities from continuing operations was $106,864 for the year ended June 30, 2014
and resulted primarily from an increase in accounts payable and accrued expenses of $1,016,948, a loss from
discontinued operations of $782,286 and non-cash depreciation and amortization of $219,934, partially offset by a net
loss of $1,866,418. Net cash provided by operating activities of discontinued operations was $368,870 for the year
ended June 30, 2014.

Investing Activities

Net cash used in investing activities from continuing operations was $95,221 for the year ended June 30, 2015 and
resulted from the purchase of intangible assets and property and equipment.

Net cash used in investing activities from continuing operations was $71,048 for the year ended June 30, 2014 and
resulted primarily from the purchase of intangible assets. Net cash used in investing activities of discontinued
operations was $30,130 for the year ended June 30, 2014.  

 Financing Activities

Net cash used in financing activities was $51,705 for the year ended June 30, 2015 and resulted from common stock
repurchased of $51,705. Net cash used in financing activities from discontinued operations was $67,515 for the year
ended June 30, 2015.

Net cash provided by financing activities was $838,000 for the year ended June 30, 2014 and resulted from the
issuance of shares upon the exercise of warrants for cash of $838,000. Net cash used in financing activities of
discontinued operations was $577,261 for the year ended June 30, 2014.
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We entered into a Loan and Security Agreement with Silicon Valley Bank (“SVB”) on July 23, 2010, which, as
amended, provides for a revolving line of credit for the lesser of $4,000,000, or 80% of eligible accounts receivable.
The line of credit matures on October 31, 2015, and is subject to certain financial and performance covenants with
which we were in compliance as of June 30, 2015. Financial covenants include maintaining a ratio of quick assets to
current liabilities of at least 0.8 to 1.0, and maintaining tangible net worth of $500,000, plus 50% of net income for the
fiscal quarter ended from and after December 31, 2013, plus 50% of the dollar value of equity issuances after October
1, 2013 (reduced to 40% of the dollar value of equity issuances in connection with the exercise of warrants in
November 2013) and the principal amount of subordinated debt. The line of credit bears interest at the prime rate plus
2.5% for periods in which we maintain an account balance with SVB (less all indebtedness owed to SVB) of at least
$800,000 at all times during the prior calendar month (the “Streamline Period”), and at the prime rate plus 5.25% when a
Streamline Period is not in effect. The interest rate on the line of credit was 5.75% as of June 30, 2015. The line of
credit is secured by our consolidated assets.

There were no outstanding borrowings under the line as of June 30, 2015 and June 30, 2014, respectively.  As of June
30, 2015 and June 30, 2014, approximately $2,182,000 and $2,185,000, respectively, of available credit was unused.

Non-GAAP Measure – Adjusted EBITDA

In addition to our GAAP results, we present Adjusted EBITDA as a supplemental measure of our performance.
However, Adjusted EBITDA is not a recognized measurement under GAAP and should not be considered as an
alternative to net income, income from operations or any other performance measure derived in accordance with
GAAP or as an alternative to cash flow from operating activities as a measure of liquidity. We define Adjusted
EBITDA as net income (loss), plus interest expense, other income (expense), foreign currency transaction loss,
provision for income taxes, depreciation and amortization, stock-based compensation, income (loss) from
discontinued operations, impairment of acquired intangibles and goodwill, loss on facility sublease, and (gain) loss on
sale of fixed assets. Management considers our core operating performance to be that which our managers can affect
in any particular period through their management of the resources that affect our underlying revenue and profit
generating operations that period. Non-GAAP adjustments to our results prepared in accordance with GAAP are
itemized below. You are encouraged to evaluate these adjustments and the reasons we consider them appropriate for
supplemental analysis. In evaluating Adjusted EBITDA, you should be aware that in the future we may incur expenses
that are the same as or similar to some of the adjustments in this presentation. Our presentation of Adjusted EBITDA
should not be construed as an inference that our future results will be unaffected by unusual or non-recurring items.
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Set forth below is a reconciliation of Adjusted EBITDA to net income (loss) for the year ended June 30, 2015 and
2014:

Year
Ended
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