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This report contains trademarks and trade names that are the property of Arrayit Corporation and its subsidiaries, and
of other companies, as indicated.

FORWARD-LOOKING STATEMENTS

Portions of this Form 10-Q, including disclosure under “Management’s Discussion and Analysis of Financial Position
and Results of Operations,” contain forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended (the “Securities Act”), Section 21E of the Securities and Exchange Act of 1934, as amended
(the “Exchange Act”), and the Private Securities Litigation Reform Act of 1995, as amended. These forward-looking
statements are subject to risks and uncertainties and other factors that may cause our actual results, performance or
achievements to be materially different from the results, performance or achievements expressed or implied by the
forward-looking statements. You should not unduly rely on these statements. Forward-looking statements involve
assumptions and describe our plans, strategies, and expectations. You can generally identify a forward-looking
statement by words such as may, will, should, expect, anticipate, estimate, believe, intend, contemplate or project.
Factors, risks, and uncertainties that could cause actual results to differ materially from those in the forward-looking
statements include, among others,

● our ability to raise capital,
● our ability to obtain and retain customers,

● our ability to provide our products and services at competitive rates,
● our ability to execute our business strategy in a very competitive environment,

● our degree of financial leverage,
● risks associated with our acquiring and integrating companies into our own,

● risks related to market acceptance and demand for our services,
● the impact of competitive services, and

● other risks referenced from time to time in our SEC filings.

With respect to any forward-looking statement that includes a statement of its underlying assumptions or bases, we
caution that, while we believe such assumptions or bases to be reasonable and have formed them in good faith,
assumed facts or bases almost always vary from actual results, and the differences between assumed facts or bases and
actual results can be material depending on the circumstances. When, in any forward-looking statement, we or our
management express an expectation or belief as to future results, that expectation or belief is expressed in good faith
and is believed to have a reasonable basis, but there can be no assurance that the stated expectation or belief will result
or be achieved or accomplished. All subsequent written and oral forward-looking statements attributable to us, or
anyone acting on our behalf, are expressly qualified in their entirety by the cautionary statements. We do not
undertake any obligations to publicly release any revisions to any forward-looking statements to reflect events or
circumstances after the date of this report or to reflect unanticipated events that may occur.

4

Edgar Filing: Arrayit Corp - Form 10-Q

4



PART I – FINANCIAL INFORMATION
ITEM 1.
ARRAYIT CORPORATION
CONSOLIDATED BALANCE SHEETS

September
30,

December
31,

2014 2013
unaudited

 ASSETS
 Current Assets
 Cash $19,787 $290,659
 Accounts receivable, net 168,247 401,467
 Inventory 573,598 457,678
 Prepaid expenses 56,552 190,492
    Total current assets 818,184 1,340,296

 Property and equipment, net 185,407 78,485
 Deposits 100,000 118,924
    Total assets $1,103,591 $1,537,705

 Liabilities and Stockholders' Deficit
 Current liabilities:
 Accounts payable and accrued liabilities $6,158,728 $5,828,229
 Due to related parties - 478,533
 Customer deposits 202,487 67,981
 Notes payables, current portion including related parties 855,771 768,001
     Total current liabilities 7,216,986 7,142,744
  Notes payable, long term - -
    Total liabilities 7,216,986 7,142,744
 Commitments and contingencies - -

 Stockholders' Deficit
 Preferred stock, $0.001 par value; 20,000,000 shares authorized;
 Preferred stock, Series 'A' 22,034 shares issued and outstanding 22 22
 Preferred stock, Series 'C' 87,145 shares issued and outstanding 87 87
 Common stock, $0.001 par value, voting, 480,000,000 shares authorized, 49,601,581
and 38,139,616 issued and outstanding 49,410 37,948
 Additional paid-in capital 20,901,318 19,054,387
 Accumulated deficit (25,514,231) (24,697,483)
 Reciprocal shareholdings (1,550,001 ) -
 Total stockholders’ equity (deficit) (6,113,395 ) (5,605,039 )
 Total liabilities and stockholders' deficit $1,103,591 $1,537,705

The accompanying notes are an integral part of these consolidated financial statements
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ARRAYIT CORPORATION
CONSOLIDATED STATEMENT OF OPERATIONS
(Unaudited)

For the
Three
Months
Ended

For the
Three
Months
Ended

For the
Nine
Months
Ended

For the
Nine
Months
Ended

September
30, 2014

September
30, 2013

September
30, 2014

September
30, 2013

Total revenues $492,655 $829,201 $3,532,554 $2,374,789
Raw materials and in-process

$21,796  $23,967  

Finished parts

 47,211   52,607  

Finished products

 15,682   14,324  

Total inventories

$84,689  $90,898  
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NOTE C�PRODUCT WARRANTIES

A liability is established for estimated future warranty and service claims based on historical claims experience and specific product failures.
The Company expenses warranty costs directly to cost of products sold. Changes in the Company�s product warranty liability are:

June 30,
(Thousands of dollars) 2013 2012
Balance at beginning of year $ 1,133 $ 1,228
Provision 676 443
Claims (644) (678) 

Balance at end of period $ 1,165 $ 993
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PART I � CONTINUED

ITEM 1. NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

NOTE D�PENSION AND OTHER POSTRETIREMENT BENEFITS

The Company sponsors a defined benefit pension plan (�Plan�) covering certain domestic employees. Benefits are based on each covered
employee�s years of service and compensation. The Plan is funded in conformity with the funding requirements of applicable U.S. regulations.
The Plan was closed to new participants effective January 1, 2008. Employees hired after this date participate in an enhanced 401(k) plan instead
of the defined benefit pension plan.

Additionally, the Company sponsors defined contribution pension plans available to all domestic employees and all Canadian employees.

The Company also sponsors a non-contributory defined benefit health care plan that provides health benefits to certain domestic and Canadian
retirees and their spouses. The Company funds the cost of these benefits as incurred.

Due to continued increased lump-sum retirement payments, the Company recorded a GAAP-required $1.6 million non-cash pension settlement
charge during the second quarter of 2013 relating to its defined benefit pension plan. The Company has recorded $3.0 million in non-cash
pension settlement charges during the first six months of 2013. These required charges were driven by exceeding the actuarial payments
threshold relating to retirees receiving lump-sum distributions during 2013.

The following tables present the components of net periodic benefit cost:

Pension Benefits Postretirement Benefits
Three Months Ended

June 30,
Three Months
Ended June 30,

(Thousands of dollars) 2013 2012 2013 2012
Service cost $ 811 $ 797 $ 289 $ 289
Interest cost 697 701 181 217
Expected return on plan assets (1,306) (1,147) �  �  
Recognized actuarial loss (gain) 532 610 (180) (162) 
Settlement loss 1,601 �  �  �  

Net periodic benefit cost $ 2,335 $ 961 $ 290 $ 344

Pension Benefits Postretirement Benefits
Six Months Ended

June 30,
Six Months Ended

June 30,
(Thousands of dollars) 2013 2012 2013 2012
Service cost $ 1,660 $ 1,594 $ 577 $ 578
Interest cost 1,363 1,402 363 435
Expected return on plan assets (2,599) (2,295) �  �  
Recognized actuarial loss (gain) 1,144 1,220 (361) (324) 
Settlement loss 2,987 �  �  �  

Net periodic benefit cost $ 4,555 $ 1,921 $ 579 $ 689
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PART I � CONTINUED

ITEM 1. NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

NOTE E�ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Three Months
Ended June 30,

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012 2013 2012
Pension and other postretirement benefits:
Recognized actuarial loss (a) $ 352 $ 772 $ 783 $ 1,220
Settlement loss (b) 1,058 �  1,974 �  
Settlement loss (c) 543 �  1,013 �  

Total before income tax 1,953 $ 772 $ 3,770 $ 1,220
Income tax (584) (171) (1,192) (321) 

Net of income tax $ 1,369 $ 601 $ 2,578 $ 899

(a) The recognized actuarial loss is included in the computation of net periodic benefit cost. See Note D for additional details.
(b) This portion of the settlement loss is included in Cost of products sold on the Statements of Income.
(c) This portion of the settlement loss in included in Selling, general & administrative expenses on the Statements of Income.

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Executive Overview and Outlook

The Gorman-Rupp Company is a leading designer, manufacturer and international marketer of pumps and pump systems for use in diverse
water, wastewater, construction, dewatering, industrial, petroleum, original equipment, agriculture, fire protection, heating, ventilating and air
conditioning (HVAC), military and other liquid-handling applications. The Company attributes its success to long-term product quality,
applications and performance combined with delivery and service, and continually develops initiatives to improve performance in these key
areas.

Gorman-Rupp actively pursues growth opportunities through organic growth, international business opportunities and acquisitions. We
continually invest in training for our employees, new product development and modern manufacturing equipment and technology designed to
increase production efficiency and capacity and drive growth by delivering innovative solutions to our customers.

The following discussion of results of operations includes certain non-GAAP financial measures. The adjusted gross margins, operating margins
and earnings per share amounts exclude non-cash pension settlement charges. Management utilizes these adjusted financial measures to assess
comparative operations against those of prior periods without the distortion of this non-operating factor. The Company believes that these
non-GAAP financial measures will be useful to investors as well as to assess the continuing strength of the Company�s underlying operations.

9
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PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Net sales during the second quarter 2013 increased 14.9% to a new quarterly record of $106.4 million compared to $92.6 million during the
same period in 2012. Domestic sales increased 28.4% or $15.4 million while international sales decreased 4.0% or $1.6 million. The increase in
sales in our water end markets of $10.2 million was primarily due to increased shipments for Gulf Coast flood control projects and for the
agriculture market. Increased shipments for the industrial and OEM markets of $2.9 million were major contributors to the increase in our
non-water end market sales.

Net sales for the six months ended June 30, 2013 were a record $198.9 million compared to $195.4 million during the same period in 2012, an
increase of 1.8%. The increase in water end market sales of $9.1 million was primarily due to increased shipments for Gulf Coast flood control
projects and for the fire and agriculture markets. This increase was partially offset by reduced construction market demand for pumps from
rental businesses as compared to the strong sales in the first six months of 2012. The decrease in non-water market sales of $5.7 million was
primarily in the OEM market due to reduced shipments related to power generation equipment.

Due to continued increased lump-sum retirement payments, the Company recorded a GAAP-required $1.6 million non-cash pension settlement
charge during the second quarter of 2013 relating to its defined benefit pension plan which negatively impacted margins and earnings as detailed
below. The Company has recorded $3.0 million in non-cash pension settlement charges during the first six months of 2013. These required
charges were driven by exceeding the actuarial payments threshold relating to retirees receiving lump-sum distributions during 2013. Therefore,
it is likely that margins and earnings will continue to be negatively impacted as a result of lump-sum retirement payments during the remainder
of the year, although we expect in lesser amounts. A non-cash pension settlement charge was not required to be recognized in 2012 until the
fourth quarter when the actuarial payments threshold was exceeded.

Gross profit was $26.5 million for the second quarter 2013 resulting in gross margin of 24.9% compared to 24.6% in the same period last year.
The increase in gross margin was principally due to leverage from the record sales during the quarter, but was reduced by 100 basis points as a
result of the non-cash pension settlement charge described above. Additionally, healthcare costs and depreciation expense increased $474,000.
Operating income was $13.5 million resulting in operating margin of 12.7% compared to 12.4% in the second quarter 2012. Excluding the
pension settlement charge, gross margin was 25.9% and 24.6% and operating margin was 14.2% and 12.4% for the second quarters of 2013 and
2012, respectively.

Net income increased 21.1% during the quarter to $9.2 million compared to $7.6 million in the second quarter 2012 and earnings per share were
$0.43 and $0.36 for the respective periods. Excluding the non-cash pension settlement charge of $0.05 per share, earnings were $0.48 and $0.36
per share for the respective periods.

Gross profit was $47.7 million for the first six months of 2013 resulting in gross margin of 24.0% compared to 25.3% in the same period last
year. The decline in gross margin was principally due to a more favorable product mix in the first quarter of 2012 combined with the non-cash
pension settlement charges described above. Additionally, healthcare costs and depreciation expense increased $934,000. Operating income was
$21.8 million resulting in operating margin of 10.9% compared to 13.7% in the first six months of 2012. Excluding the pension settlement
charge, gross margin was 25.0% and 25.3% and operating margin was 12.5% and 13.7% for the first six months of 2013 and 2012, respectively.
The current operating margin was also reduced due to SG&A expenses incurred in the first six months of 2013 from the two acquisitions made
in the fourth quarter of 2012.

10
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PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Net income was $15.0 million during the first six months of 2013 compared to a record $17.8 million in the same period last year and earnings
per share were $0.71 and $0.85 for the respective periods. Excluding the non-cash pension settlement charge of $0.09 per share, earnings were
$0.80 and $0.85 per share for the respective periods.

The Company�s backlog of orders was $195.4 million at June 30, 2013 compared to $133.7 million a year ago and $143.4 million at
December 31, 2012. The increase in backlog reflects the award of the Permanent Canal Closure Project (PCCP) contract of approximately $60.0
million to supply major flood control pumps to a member of a joint venture construction group for a significant New Orleans flood control
project. The pumps are expected to be shipped beginning in late 2013 through 2016, with the majority of the shipments occurring in 2014 and
2015.

The Company�s balance sheet continues to remain strong and flexible as cash and short-term investments totaled $27.1 million and short-term
bank debt was reduced to $15.0 million at June 30, 2013. Working capital increased 11.1% from December 31, 2012 to $123.1 million at
June 30, 2013 largely due to record sales during the second quarter of 2013.

We believe that the Company is well positioned to grow organically at generally comparable operating margins over the long term by expanding
our customer base, both domestically and globally, and through new product offerings. We expect that the increasing need for water and
wastewater infrastructure rehabilitation within the United States, and similar needs internationally, along with increasing demand for pumps and
pump systems for industrial and agricultural applications, will provide excellent growth opportunities for Gorman-Rupp in the future.

Second Quarter 2013 Compared to Second Quarter 2012

Net Sales

Three Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Net sales $ 106,415 $ 92,583 $ 13,832 14.9% 

Sales increased $10.2 million in our water end markets primarily due to increased shipments for domestic flood control projects of $5.4 million
and for the agriculture market of $3.5 million.

Sales increased $3.6 million in the non-water markets primarily due to increases in the OEM market of $1.7 million and in the industrial market
of $1.2 million.

11

Edgar Filing: Arrayit Corp - Form 10-Q

Table of Contents 12



Table of Contents

PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Cost of Products Sold and Gross Profit

Three Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Cost of products sold $ 79,934 $ 69,842 $ 10,092 14.5% 
% of Net sales 75.1% 75.4% 
Gross profit 24.9% 24.6% 

The increase in the gross profit percentage was principally due to leverage from the record sales during the quarter, but was reduced by $1.1
million or 100 basis points as a result of the non-cash pension settlement charge described above. Additionally, healthcare costs and depreciation
expense increased $474,000.

Selling, General and Administrative Expenses (SG&A)

Three Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Selling, general and administrative expenses (SG&A) $ 12,964 $ 11,247 $ 1,717 15.3% 
% of Net sales 12.2% 12.1% 

The increase in SG&A expenses is principally due to the expenses incurred in the first three months of 2013 from the two acquisitions made in
the fourth quarter of 2012 and the non-cash pension settlement charge described above of $543,000 or 50 basis points.

Net Income

Three Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Income before income taxes $ 13,496 $ 11,587 $ 1,909 16.5% 
% of Net sales 12.7% 12.5% 
Income taxes $ 4,328 $ 4,019 $ 309 7.7% 
Effective tax rate 32.1% 34.7% 
Net income $ 9,168 $ 7,568 $ 1,600 21.1% 
% of Net sales 8.6% 8.2% 
Earnings per share $ 0.43 $ 0.36 $ 0.07 19.4% 
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PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

The increase in net income was primarily due to the factors described above, including record sales during the current quarter of $106.4 million
partially offset by the $1.1 million non-cash pension settlement charge, net of income taxes. The difference in the effective tax rate between the
two periods is primarily due to the federal research and development tax credit which was reinstated and extended in January 2013 from
January 1, 2012 to December 31, 2013, and was not permitted to be recorded in 2012 under current accounting rules based on the date of
enactment.

Six Months 2013 Compared to Six Months 2012

Net Sales

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Net sales $ 198,872 $ 195,408 $ 3,464 1.8% 

Sales increased $9.1 million in our water end markets primarily due to increased shipments for flood control projects of $6.4 million and for the
fire and agriculture markets of $5.3 million each. This increase was partially offset by reduced construction market demand for pumps from
rental businesses of $7.2 million as compared to the strong sales in the first six months of 2012.

Sales decreased $5.7 million in the non-water markets primarily due to decreased shipments in the OEM market in as a result of reduced
shipments related to power generation equipment.

Cost of Products Sold and Gross Profit

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Cost of products sold $ 151,167 $ 145,993 $ 5,174 3.5% 
% of Net sales 76.0% 74.7% 
Gross profit 24.0% 25.3% 
The decrease in the gross profit percentage was principally due to a more favorable product mix in the first six months of 2012 combined with
the non-cash pension settlement charge described above of $2.0 million or 100 basis points.
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PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Selling, General and Administrative Expenses (SG&A)

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Selling, general and administrative expenses (SG&A) $ 25,931 $ 22,693 $ 3,238 14.3% 
% of Net sales 13.0% 11.6% 

The increase in SG&A expenses is principally due to the expenses incurred in the first six months of 2013 from the two acquisitions made in the
fourth quarter of 2012 and the non-cash pension settlement charge described above of $1.0 million or 50 basis points.

Net Income

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012 $ Change % Change
Income before income taxes $ 21,723 $ 26,969 $ (5,246) (19.5)% 
% of Net sales 10.9% 13.8% 
Income taxes $ 6,737 $ 9,160 $ (2,423) (26.4)% 
Effective tax rate 31.0% 34.0% 
Net income $ 14,986 $ 17,809 $ (2,823) (15.9)% 
% of Net sales 7.5% 9.1% 
Earnings per share $ 0.71 $ 0.85 $ (0.14) (16.5)% 

The decrease in net income was primarily due to the factors explained above, including the $2.0 million non-cash pension settlement charge
described above, net of income taxes. The difference in the effective tax rate between the two periods is primarily due to the federal research and
development tax credit which was reinstated and extended in January 2013 from January 1, 2012 to December 31, 2013, and was not permitted
to be recorded in 2012 under current accounting rules based on the date of enactment.

Liquidity and Capital Resources

Six Months Ended
June 30,

(Thousands of dollars) 2013 2012
Net cash provided by operating activities $ 21,088 $ 11,952
Net cash used for investing activities (3,396) (10,767) 
Net cash used for financing activities (11,199) (4,988) 
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PART I � CONTINUED

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Cash and cash equivalents and short-term investments totaled $27.1 million, and there was $15.0 million in outstanding bank debt at June 30,
2013. In addition, the Company had $24.5 million available in bank lines of credit after deducting $5.5 million in outstanding letters of credit
primarily related to customer orders. The Company was in compliance with its nominal restrictive covenants, including limits on additional
borrowings and maintenance of certain operating and financial ratios, at June 30, 2013.

Working capital increased 11.1% from December 31, 2012 to $123.1 million at June 30, 2013 primarily due to increased current accounts
receivable from record sales.

The primary driver of operating cash flows during the first six months of 2013 was net earnings after removing the impact of the non-cash
pension settlement charges and reduced inventory levels, partially offset by increased accounts receivable due to record sales during the first six
months of 2013. During this same period in 2012 operating cash flows were primarily driven by growth in sales and related improved operating
results compared to the first six months of 2011.

During the first six months of 2013, investing activities of $3.4 million primarily consisted of capital expenditures for machinery and equipment.
Capital expenditures for 2013, consisting principally of machinery and equipment, are estimated to be in the range of $17 to $19 million and are
expected to be financed through internally generated funds and existing lines of credit. During the first six months of 2012, investing activities of
$10.8 million consisted primarily of capital expenditures for an expansion of the National Pump facilities of $2.4 million and machinery and
equipment of $8.6 million.

Net cash used for financing activities for the six months ended June 30, 2013 consisted of dividend payments of $4.2 million and re-payment of
$7.0 million in short-term debt. The ratio of current assets to current liabilities was 2.9 to 1 at June 30, 2013 and 2.7 to 1 at December 31, 2012.

On July 25, 2013 the Board of Directors of the Company declared a quarterly cash dividend of $0.105 per share on the common stock of the
Company, payable September 10, 2013, to shareholders of record on August 15, 2013. This marks the 254th consecutive quarterly dividend paid
by The Gorman-Rupp Company and represents a 5.0% increase over the $0.10 dividend paid during the previous quarter.

The Company currently expects to continue its distinguished history of paying regular quarterly dividends and increased annual dividends.
However, any future dividends will be reviewed individually and declared by our Board of Directors at its discretion, dependent on our
assessment of the Company�s financial condition and business outlook at the applicable time.

Critical Accounting Policies

Our critical accounting policies are described in Item 7, Management�s Discussion and Analysis of Financial Condition and Results of
Operations, and in the notes to our Consolidated Financial Statements for the year ended December 31, 2012 contained in our Fiscal 2012
Annual Report on Form 10-K. Any new accounting policies or updates to existing accounting policies as a result of new accounting
pronouncements have been discussed in the notes to our Condensed Consolidated Financial Statements in this Quarterly Report on Form 10-Q.
The application of our critical accounting policies may require management to make judgments and estimates about the amounts reflected in the
Consolidated Financial Statements. Management uses historical experience and all available information to make these estimates and judgments,
and different amounts could be reported using different assumptions and estimates.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS �
CONTINUED

Safe Harbor Statement

In connection with the �safe harbor� provisions of the Private Securities Litigation Reform Act of 1995, The Gorman-Rupp Company provides the
following cautionary statement: This Quarterly Report on Form 10-Q contains various forward-looking statements based on assumptions
concerning The Gorman-Rupp Company�s operations, future results and prospects. These forward-looking statements are based on current
expectations about important economic, political, and technological factors, among others, and are subject to risks and uncertainties, which
could cause the actual results or events to differ materially from those set forth in or implied by the forward-looking statements and related
assumptions.

Such factors include, but are not limited to: (1) continuation of the current and expected future business environment; (2) changes in government
budgets and in laws and regulations, including taxes; (3) the successful integration of acquisitions; (4) the Company�s future non-cash pension
settlement charges; (5) unforeseen delays or disruptions in the New Orleans flood control project; and (6) the Company�s future cash flow and
financial condition. Except to the extent required by law, we do not undertake and specifically decline any obligation to review or update any
forward-looking statements or to publicly announce the results of any revisions to any of such statements to reflect future events or
developments or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The Company�s foreign operations do not involve material risks due to their relative size, both individually and collectively. The Company is not
exposed to material market risks as a result of its diversified export sales. Export sales generally are denominated in U.S. Dollars and made on
open account or under letters of credit.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The Company maintains a set of disclosure controls and procedures designed to ensure that information required to be disclosed by the
Company in reports that it files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within
the time periods specified in Securities and Exchange Commission rules and forms. The Company�s disclosure controls and procedures are also
designed to ensure that information required to be disclosed in Company reports filed under the Exchange Act of 1934 is accumulated and
communicated to the Company�s Management, including the principal executive officer and the principal financial officer, as appropriate, to
allow timely decisions regarding required disclosure.
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PART I � CONTINUED

ITEM 4. CONTROLS AND PROCEDURES � CONTINUED

An evaluation was carried out under the supervision and with the participation of the Company�s Management, including the principal executive
officer and the principal financial officer, of the effectiveness of the design and operation of the Company�s disclosure controls and procedures as
of the end of the period covered by this report on Form 10-Q. Based on that evaluation, the principal executive officer and the principal financial
officer have concluded that the Company�s disclosure controls and procedures were effective as of June 30, 2013.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company�s disclosure controls and procedures that occurred during the most recent fiscal quarter that have
materially affected, or are reasonably likely to materially affect, the Company�s internal control over financial reporting. Subsequent to the date
of the evaluation, there have been no significant changes in the Company�s disclosure controls and procedures that could significantly affect the
Company�s internal control over financial reporting.

PART II OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
There are no material changes from the legal proceedings previously reported in the Company�s Annual Report on Form 10-K for the fiscal year
ended December 31, 2012.

ITEM 1A. RISK FACTORS
There are no material changes from the risk factors previously reported in the Company�s Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.

17

Edgar Filing: Arrayit Corp - Form 10-Q

Table of Contents 18



Table of Contents

ITEM 6. EXHIBITS

Exhibit 31.1 Certification of Jeffrey S. Gorman, Chief Executive Officer, Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 31.2 Certification of Wayne L. Knabel, Chief Financial Officer, Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 32 Certification pursuant to 18 U.S.C Section 1350, as adopted Pursuant to Section 906 of The Sarbanes-Oxley Act of 2002.

Exhibit 101 Financial statements from the Quarterly Report on Form 10-Q of The Gorman-Rupp Company for the quarter ended June 30,
2013, formatted in eXtensible Business Reporting Language (XBRL): (i) the Condensed Consolidated Statements of Income,
(ii) the Condensed Consolidated Statements of Comprehensive Income, (iii) the Condensed Consolidated Balance Sheets, (iv)
the Condensed Consolidated Statements of Cash Flows and (v) the Notes to Condensed Consolidated Financial Statements.

*       In accordance with Rule 406T of Regulation S-T, the XBRL related information in Exhibit 101 to this Quarterly Report
on Form 10-Q shall not be deemed to be �filed� for purposes of Section 18 of the Exchange Act of 1934, as amended, and is
otherwise not subject to liability under these sections.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

The Gorman-Rupp Company
(Registrant)

Date: July 29, 2013

By: /s/ Wayne L. Knabel
Wayne L. Knabel
Chief Financial Officer
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