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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This quarterly report on Form 10-Q contains “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended.  Statements contained in this report that refer to our estimated or
anticipated future results, including estimated synergies, or other non-historical facts are forward-looking statements
that reflect our current perspective of existing trends and information as of the date of this report.  Forward-looking
statements generally will be accompanied by words such as “anticipate,” “believe,” “plan,” “could,” “should,” “estimate,” “expect,”
“forecast,” “outlook,” “guidance,” “intend,” “may,” “might,” “will,” “possible,” “potential,” “predict,” “project,” or other similar words,
phrases or expressions.  These forward-looking statements are based on current expectations about future events
affecting us and are subject to uncertainties and factors relating to our operations and business environment, all of
which are difficult to predict and many of which are beyond our control and could cause our actual results to differ
materially from those matters expressed or implied by our forward-looking statements.  Forward-looking statements
(including oral representations) are only predictions or statements of current plans and can be affected by inaccurate
assumptions we might make or by known or unknown risks and uncertainties.  By way of example and without
implied limitation, such risks, uncertainties and factors that affect our business included:

·

risks associated with our proposed merger with Vision-Sciences, Inc. (“Vision”), including uncertainties as to the
timing of the merger; uncertainties as to whether our shareholders and Vision shareholders will approve the merger;
the risk that competing offers will be made; the possibility that various closing conditions for the merger may not be
satisfied or waived, including that a governmental entity may prohibit, delay or refuse to grant approval for the
consummation of the merger, or the terms of such approval; the possibility that our shareholders may exercise
dissenters’ rights under the Minnesota Business Corporation Act in connection with the merger, which would require
the combined company to pay such shareholders cash for the fair value of their Uroplasty shares; the effects of
disruption from the merger making it more difficult to maintain relationships with employees, customers, vendors
and other business partners; the risk that shareholder litigation in connection with the merger may result in significant
costs of defense, indemnification and liability; other business effects, including the effects of industry, economic or
political conditions outside of our control; the failure to realize synergies and cost-savings from the merger or delay
in realization thereof; the businesses of Uroplasty and Vision may not be integrated successfully, or such combination
may take longer, be more difficult, time-consuming or costly to accomplish than expected; operating costs and
business disruption following completion of the merger, including adverse effects on employee retention and on the
combined company’s business relationships with third parties; whether we are able to realize the benefits of the
merger; the inherent uncertainty associated with financial projections; risks relating to the value of the Vision shares
to be issued in the merger; the anticipated size of the markets and continued demand for our and Vision’s products;
the impact of competitive products and pricing; and access to available financing on a timely basis and on reasonable
terms;

·we continue to incur losses and may never reach profitability;

· the use and acceptance of our products depends heavily upon the availability of third-party reimbursement for the
procedures in which its products are used;

·we cannot predict how quickly or how broadly the market will accept our products;

· that we are subject to changing federal and state regulations that could increase the cost of doing business or impose
requirements with which we cannot comply;

· the 2010 Healthcare Reform Legislation imposes an excise tax on us that we may be unable to recoup, and requires
cost controls that may impact the rate of reimbursement for our products;

·changes in regulatory policy, particularly at the FDA, might adversely affect our operations;

· if we are not able to attract, retain and motivate our sales force and expand our distribution channels, our sales and
revenues will suffer;

· the size and resources of our competitors may render it difficult for us to successfully compete in the marketplace;

·we are primarily dependent on sales of two product lines and our business would suffer if sales of either of these
product lines decline;
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·we may require additional financing and we may find it difficult to obtain the financing on favorable terms, or at all;

·we could be subject to fines and penalties, or required to temporarily or permanently cease offering products, if we
fail to comply with the extensive regulations applicable to the sale and manufacture of medical products;

·our distributors may not obtain regulatory approvals in a timely basis, or at all;

·we may not have the resources to successfully market our products, which would adversely affect our business and
results of operations;

· if we cannot attract and retain our key personnel and management team, we may not be able to manage and operate
successfully, and we may not be able to meet our strategic objectives;
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·if third parties claim that we infringe upon their intellectual property rights, we may incur liabilities and costs and
may have to redesign or discontinue selling the affected product;

· if we are unable to adequately protect our  intellectual property rights, we may not be able to compete effectively;
·product liability claims could adversely affect our business and results of operations;

·security breaches and other disruptions could compromise our information and expose us to liability, which would
cause our business and reputation to suffer;

· the loss or interruption of materials from any of our key suppliers could delay the manufacture of our products, which
would limit our ability to generate sales and revenues;

· if we are not able to maintain sufficient quality controls, regulatory approvals of our products by the European Union,
Canada, the FDA or other relevant authorities could be delayed or denied and our sales and revenues will suffer;

· if we are not able to acquire or license other products, our business and future growth prospects could suffer;

·our business strategy relies on assumptions about the market for our products, which, if incorrect, would adversely
affect our business prospects and profitability;

·we derive a significant portion of our sales and revenues from outside of the U.S. and we are subject to the risks of
international operations;

·
failure to comply with the U.S. Foreign Corrupt Practices Act could subject us to, among other things, penalties and
legal expenses that could harm our reputation and have a material adverse effect on our business, financial condition
and operating results.

·our stock is thinly traded and you may find it difficult to sell your investment in our stock at quoted prices;
·our stock price may fluctuate and be volatile;
·future sales of our common stock in the public market could lower our share price;

·our corporate documents and Minnesota law contain provisions that could discourage, delay or prevent a change in
control of the company; and

·we do not intend to declare dividends on our stock in the foreseeable future.

When relying on forward-looking statements to make decisions with respect to Uroplasty, our investors and others
should carefully consider the foregoing factors and other uncertainties and potential events and read our filings with
the SEC, available at www.sec.gov for a discussion of these and other risks and uncertainties.  We do not undertake
any obligation to update or revise any forward-looking statement, except as may be required by law.  We qualify all
forward-looking statements by these cautionary statements.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

December
31, 2014

March 31,
2014

Assets

Current assets:
Cash and cash equivalents $8,703,789 $8,681,609
Short-term investments - 3,451,086
Accounts receivable, net 2,567,403 2,875,275
Inventories 437,471 517,217
Other 449,046 507,299
Total current assets 12,157,709 16,032,486

Property, plant, and equipment, net 946,726 997,609

Intangible assets, net 95,845 119,980

Prepaid pension assets - 855

Deferred tax assets 127,625 150,116

Total assets $13,327,905 $17,301,046

See accompanying notes to the Condensed Consolidated Financial Statements.
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UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

December
31, 2014

March 31,
2014

Liabilities and Shareholders’ Equity

Current liabilities:
Accounts payable $1,193,692 $904,879
Current portion – deferred rent - 2,917
Current portion – capital lease obligation 4,434 -
Income taxes payable 23,729 21,922
Accrued liabilities:
Compensation 2,199,586 1,999,966
Other 394,732 479,373
Total current liabilities 3,816,173 3,409,057

Deferred rent – less current portion 26,644 171
Capital lease obligation – less current portion 18,411 -
Long-term incentive plan 131,907 -
Accrued pension liability 543,934 678,118

Total liabilities 4,537,069 4,087,346

Commitments and contingencies - -

Shareholders’ equity:
Common stock $.01 par value; 40,000,000 shares authorized, 22,145,993 and
21,653,835 shares issued and outstanding at December 31, 2014 and March 31, 2014,
respectively 221,460 216,538
Additional paid-in capital 58,785,632 57,655,628
Accumulated deficit (49,549,988) (44,174,071)
Accumulated other comprehensive  loss (666,268 ) (484,395 )

Total shareholders’ equity 8,790,836 13,213,700

Total liabilities and shareholders’ equity $13,327,905 $17,301,046

See accompanying notes to the Condensed Consolidated Financial Statements.
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UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Three Months Ended
December 31

Nine Months Ended
December 31

2014 2013 2014 2013

Net sales $6,666,905 $6,398,675 $19,506,164 $18,216,391
Cost of goods sold 778,406 778,267 2,322,942 2,268,156

Gross profit 5,888,499 5,620,408 17,183,222 15,948,235

Operating expenses
General and administrative 2,283,333 1,194,882 5,148,998 5,166,255
Research and development 665,539 526,224 2,226,018 1,434,647
Selling and marketing 5,015,916 4,546,100 15,107,241 13,496,593
Amortization 7,584 7,873 24,136 22,347

7,972,372 6,275,079 22,506,393 20,119,842

Operating loss (2,083,873 ) (654,671 ) (5,323,171 ) (4,171,607 )

Other income (expense)
Interest income 1,761 3,836 6,606 18,576
Interest expense (250 ) - (250 ) -
Foreign currency exchange gain (loss) (2,038 ) (506 ) (3,317 ) (4,540 )

(527 ) 3,330 3,039 14,036

Loss before income taxes (2,084,400 ) (651,341 ) (5,320,132 ) (4,157,571 )

Income tax expense 20,938 19,491 55,785 50,033

Net loss $(2,105,338 ) $(670,832 ) $(5,375,917 ) $(4,207,604 )

Basic and diluted net loss per common share $(0.10 ) $(0.03 ) $(0.25 ) $(0.20 )

Weighted average common shares outstanding:
Basic and diluted 21,663,924 21,258,736 21,683,892 21,035,874

See accompanying notes to the Condensed Consolidated Financial Statements.
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UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited)

Three Months Ended
December 31

Nine Months Ended
December 31

2014 2013 2014 2013

Net loss $(2,105,338) $(670,832) $(5,375,917) $(4,207,604)

Other comprehensive income (loss), net of tax:

Foreign currency translation adjustments (85,212 ) 35,979 (221,689 ) 129,398

Unrealized gain (loss) on available-for-sale investments - (1,337 ) (775 ) 1,480

Pension adjustments 15,605 (6,951 ) 40,591 (26,506 )

Total other comprehensive income (loss), net of tax (69,607 ) 27,691 (181,873 ) 104,372

Comprehensive loss $(2,174,945) $(643,141) $(5,557,790) $(4,103,232)

See accompanying notes to the Condensed Consolidated Financial Statements.
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UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY

Nine Months Ended December 31, 2014
(Unaudited)

Common Stock Additional
Paid-in Accumulated

Accumulated
Other
Comprehensive

Total
Shareholders'

Shares Amount Capital Deficit Loss Equity

Balance at March 31, 2014 21,653,835 $216,538 $57,655,628 $(44,174,071) $ (484,395 ) $ 13,213,700

Share-based compensation 410,888 4,109 1,073,819 - - 1,077,928

Proceeds from exercise of
stock options, net of shares
exchanged 81,270 813 56,185 - - 56,998

Comprehensive loss - - - (5,375,917 ) (181,873 ) (5,557,790 )

Balance at December 31,
2014 22,145,993 $221,460 $58,785,632 $(49,549,988) $ (666,268 ) $ 8,790,836

See accompanying notes to the Condensed Consolidated Financial Statements.
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UROPLASTY, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
 (Unaudited)

Nine Months Ended
December 31
2014 2013

Cash flows from operating activities:
Net loss $(5,375,917) $(4,207,604)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 207,011 267,369
Loss (gain) loss on disposal of equipment 161 (5,000 )
Amortization of premium on marketable securities 311 7,562
Share-based compensation expense 1,077,928 1,210,201
Long term incentive plan 131,907 -
Deferred income tax expense 5,129 3,245
Deferred rent 23,556 (27,790 )
Changes in operating assets and liabilities:
Accounts receivable, net 220,002 79,428
Inventories 73,626 255,207
Other current assets 48,142 16,868
Accounts payable 295,113 21,724
Accrued compensation 212,259 274,139
Accrued liabilities (59,459 ) (120,881 )
Accrued pension liability (56,226 ) (39,011 )
Net cash used in operating activities (3,196,457) (2,264,543)

Cash flows from investing activities:
Proceeds from maturity of available-for-sale investments 3,450,000 2,750,000
Proceeds from maturity of held-to-maturity investments - 4,180,000
Purchases of property, plant and equipment (206,498 ) (221,769 )
Proceeds from sale of property, plant and equipment 3,104 6,773
Payments for intangible assets - (41,300 )
Net cash provided by investing activities 3,246,606 6,673,704

Cash flows from financing activities:
Proceeds from exercise of stock options 67,850 172,485
Net cash provided by financing activities 67,850 172,485

Effect of exchange rate changes on cash and cash equivalents (95,819 ) 48,741

Net increase in cash and cash equivalents 22,180 4,630,387

Cash and cash equivalents at beginning of period 8,681,609 3,533,864

Cash and cash equivalents at end of period $8,703,789 $8,164,251

Cash paid during the period for income taxes $56,144 $34,640
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UROPLASTY, INC. AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Basis of Presentation

We have prepared our Condensed Consolidated Financial Statements included in this Quarterly Report on Form 10-Q,
without audit, pursuant to the rules and regulations of the Securities and Exchange Commission.  Certain information
and footnote disclosures normally included in the consolidated financial statements prepared in accordance with
accounting principles generally accepted in the United States of America, or GAAP, have been condensed or omitted,
pursuant to such rules and regulations, although we believe that our disclosures are adequate to make the information
not misleading.  The consolidated results of operations for any interim period are not necessarily indicative of results
for a full year.  These Condensed Consolidated Financial Statements, presented herein, should be read in conjunction
with the audited consolidated financial statements and related notes included in our annual report on Form 10-K for
the year ended March 31, 2014.

The Condensed Consolidated Financial Statements presented herein as of December 31, 2014 and March 31, 2014 and
for the three and nine month periods ended December 31, 2014 and 2013 reflect, in the opinion of management, all
material adjustments, consisting only of normal recurring adjustments, necessary for a fair presentation of the
consolidated financial position, results of operations and cash flows for the interim periods.

We have identified certain accounting policies that we consider particularly important for the portrayal of our results
of operations and financial position and which may require the application of a higher level of judgment by our
management, and as a result are subject to an inherent level of uncertainty.  These are characterized as “critical
accounting policies” and address revenue recognition, accounts receivable, inventories, foreign currency translation and
transactions, impairment of long-lived assets, share-based compensation, defined benefit pension plans and income
taxes, each of which is described in our annual report on Form 10-K for the year ended March 31, 2014.  Based upon
our review, we have determined that these policies remain our most critical accounting policies for the nine months
ended December 31, 2014 and we have made no changes to these policies during fiscal 2015.

2. Newly Adopted Accounting Pronouncements

In July 2013, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No.
2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss
Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists.” ASU No. 2013-11 provides financial
statement presentation guidance on whether an unrecognized tax benefit must be presented as either a reduction to a
deferred tax asset or separately as a liability.  We adopted ASU No. 2013-11 on April 1, 2014 and the adoption of this
update did not have a material impact on our financial statements.

In April 2014, the FASB issued ASU No. 2014-08, “Presentation of Financial Statements (Topic 205) and Property,
Plant, and Equipment (Topic 360): Reporting Discontinued Operations and Disclosures of Disposals of Components
of an Entity.” The amendments in this ASU change the criteria for reporting discontinued operations while enhancing
disclosures in this area. It also addresses sources of confusion and inconsistent application related to financial
reporting of discontinued operations guidance in GAAP.  Under the new guidance, only disposals representing a
strategic shift in operations should be presented as discontinued operations. In addition, the new guidance requires
expanded disclosures about discontinued operations that will provide financial statement users with more information
about the assets, liabilities, income, and expenses of discontinued operations.
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The new guidance also requires disclosure of the pre-tax income attributable to a disposal of a significant part of an
organization that does not qualify for discontinued operations reporting. This disclosure will provide users with
information about the ongoing trends in a reporting organization’s results from continuing operations. The amendments
in ASU No. 2014-08 are effective for fiscal years and interim periods within those fiscal years, beginning after
December 15, 2014.  We do not believe the adoption of this update will have a material impact on our financial
statements.

In May 2014, the FASB has issued ASU No. 2014-09, “Revenue from Contracts with Customers (Topic 606).”  The
guidance in this update supersedes the revenue recognition requirements in Topic 605, “Revenue Recognition.”  In
addition, the existing requirements for the recognition of a gain or loss on the transfer of nonfinancial assets that are
not in a contract with a customer (for example, assets within the scope of Topic 360, Property, Plant, and Equipment,
and intangible assets within the scope of Topic 350, Intangibles—Goodwill and Other) are amended to be consistent
with the guidance on recognition and measurement (including the constraint on revenue) in this update.  Under the
new guidance, an entity should recognize revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services.  The amendments in ASU No. 2014-09 are effective for annual reporting periods beginning after December
15, 2016, including interim periods within that reporting period. Early application is not permitted.  We do not believe
the adoption of this update will have a material impact on our financial statements.

Page 11

Edgar Filing: UROPLASTY INC - Form 10-Q

15



Index
3. Fair Value Measurements

Estimates of fair value for financial assets and liabilities are based on the framework established in the accounting
guidance for fair value measurements.  The framework defines fair value, provides guidance for measuring fair value
and requires certain disclosures.  The framework prioritizes a fair value hierarchy that requires an entity to maximize
the use of observable inputs and minimize the use of unobservable inputs when measuring fair value.  The following
three broad levels of inputs may be used to measure fair value under the fair value hierarchy:

·Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

·
Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly.  These include quoted prices for similar assets or liabilities in active markets and quoted prices for
identical or similar assets or liabilities in markets that are not active.

·
Level 3: Significant unobservable inputs that cannot be corroborated by observable market data and reflect the use of
significant management judgment.  These values are generally determined using pricing models for which the
assumptions utilize management's estimates of market participant assumptions.

If the inputs used to measure the financial assets and liabilities fall within more than one of the different levels
described above, the categorization is based on the lowest level input that is significant to the fair value measurement
of the instrument.

The following table provides the assets carried at fair value measured on a recurring basis.

Asset Class Fair Value

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

December 31, 2014
Short-term investments:
U.S. Government and Agency debt securities $- $ - $ - $ -

March 31, 2014
Short-term investments:
U.S. Government and Agency debt securities 3,451,000 - 3,451,000 -

U.S. Government and U.S. Government Agency debt securities.  Our debt securities consist of bonds, notes and
treasury bills with risk ratings of AAA/Aaa and maturity dates within two years from date of purchase.  The estimated
fair value of these securities is based on valuations provided by external investment managers.

The carrying amounts reported in the Condensed Consolidated Balance Sheets for cash and cash equivalents, accounts
receivable, inventories, other current assets, accounts payable and accrued liabilities approximate fair market value.

4. Accounts Receivable
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The allowance for doubtful accounts and sales returns was $33,000 at December 31, 2014 and $44,000 at March 31,
2014.
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5. Inventories

Inventories are stated at the lower of cost (first-in, first-out method) or market (net realizable value).  Inventories
consist of the following:

December
31, 2014

March
31, 2014

Raw materials $126,000 $136,000
Work-in-process 28,000 25,000
Finished goods 283,000 356,000

$437,000 $517,000

6. Net Loss per Common Share

The following potentially dilutive options to purchase shares of common stock and unvested restricted common stock
at December 31 were excluded from diluted net loss per common share because of their anti-dilutive effect, and
therefore, basic net loss per common share equals diluted net loss per common share for all periods presented in our
Condensed Consolidated Statements of Operations:

Number of
options
and
unvested
restricted
stock

Range of stock
option exercise
prices

December 31, 2014 483,089 $2.06 to $2.06
December 31, 2013 1,518,068 $0.77 to $2.65

7. Share-based Compensation

As of December 31, 2014, we had one active plan for share-based compensation grants.  Under the Uroplasty 2006
Amended Stock and Incentive Plan, as amended, if we have a change in control, all outstanding grants, including
those subject to vesting or other performance targets, fully vest immediately.  Under this plan, we reserved 3,450,000
shares of our common stock for share-based grants.  As of December 31, 2014, we had 352,889 shares remaining that
were available for grant.

We recognize share-based compensation expense in our Condensed Consolidated Statement of Operations based on
the fair value at the time of grant of the share-based payment over the requisite service period.  We incurred
approximately $1,078,000 and $1,210,000 in share-based compensation expense for the nine months ended December
31, 2014 and 2013, respectively.

As of December 31, 2014, we had approximately $998,000 of unrecognized share-based compensation expense, net of
estimated forfeitures, related to stock options that we expect to recognize over a weighted-average period of
1.7 years.  We also had $1,138,000 of unrecognized share-based compensation expense, net of estimated forfeitures,
related to restricted shares that we expect to recognize over a weighted-average period of 2.1 years.
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Options.  We grant option awards with an exercise price equal to the closing market price of our stock at the date of
the grant.  Options granted under this plan generally expire over a period ranging from five to seven years from date of
grant and vest at varying rates ranging up to three years.
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We determined the fair value of our option awards using the Black-Scholes option pricing model.  We used the
following weighted-average assumptions to value the options granted during the nine months ended December 31:

2014 2013

Expected life in years 2.28 4.51
Risk-free interest rate .74 % 1.35 %
Expected volatility 63.35% 89.32%
Expected dividend yield 0 % 0 %
Weighted-average grant date fair value $0.91 $1.67

The expected life selected for options granted during the nine-months represents the period of time that we expect our
options to be outstanding based on management’s expectation of option holder exercise and termination behavior for
similar grants.  The risk-free interest rate for periods within the contractual life of the option is based on the U.S.
Treasury rate over the expected life at the time of grant.  Expected volatilities are based upon historical volatility of
our stock.  We estimate the forfeiture rate for stock awards to be approximately zero percent for executive employees
and directors and approximately 18% for non-executive employees based on our historical experience.

The following table summarizes the activity related to our stock options during the nine months ended December 31,
2014:

Number of
shares

Weighted
average
exercise
price

Weighted
average
remaining
life in
years

Aggregate
intrinsic
value

Outstanding at March 31, 2014 2,328,043 $ 3.39 3.85 $1,781,415
Options granted 185,900 3.43
Options exercised (85,000 ) 0.80
Options surrendered (624,451 ) 5.03

Outstanding at December 31, 2014 1,804,492 $ 2.94 4.12 $0

Exercisable at December 31, 2014 1,020,168 $ 3.19 2.94 $0

The total fair value of stock options that vested during the nine months ended December 31, 2014 and 2013 was
$626,000 and $379,000, respectively.

Restricted Stock.  Our 2006 Amended Stock and Incentive Plan, as amended, also permits the compensation
committee of our board of directors to grant other stock-based benefits, including restricted shares.  Restricted shares
are subject to risk of forfeiture for termination of employment or services.  The forfeiture risk for grants to board
members generally lapses over a six month period.  The forfeiture risk to employees generally lapses over a period of
three to four years.

The following table summarizes the activity related to our restricted shares during the nine months ended December
31, 2014:

Number
of

Weighted
average

Weighted
average

Aggregate
intrinsic
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Shares grant
date fair
value

remaining
life in
years

value

Balance at March 31, 2014 146,262 $ 3.38 2.23 $ 540,000
Shares granted 420,100 3.22
Shares vested (76,561 ) 3.35
Shares forfeited (9,212 ) 3.94

Balance at December 31, 2014 480,589 $ 3.23 2.07 $ 990,013

Page 14
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The aggregate intrinsic value shown above for the restricted shares represents the total pre-tax value based on the
closing price of our common stock on the grant date.

Long-Term Incentive Plan and Awards.  On October 1, 2014, the compensation committee of our board of directors
and our board of directors approved and adopted a Performance Award Agreement under the Uroplasty, Inc. 2006
Amended Stock and Incentive Plan, as amended, and on October 2, 2014, grants of Performance Awards (the “Awards”)
were made to members of our senior management team.

Performance goals for the Awards are based on the achievement of specified stock price targets during the period
beginning on the date of grant and ending on the fourth anniversary of the date of grant or, if earlier, the closing date
of a change of control (as defined in the Plan) of the Company (the “Performance Period”).  The stock price targets
under the Awards are: $5.50 price per share of common stock, $7.50 price per share of common stock and $10.00
price per share of common stock.

A stock price target is considered achieved on the date (a) the average closing price of the Uroplasty common stock
equals or exceeds a stock price target for at least 45 consecutive trading days or (b) of the consummation of a change
of control of the Company, provided the closing price of Uroplasty common stock on the last trading day immediately
preceding the closing date of the change of control equals or exceeds a stock price target not previously achieved
during the Performance Period.

The Awards are accounted for as liability awards under the share based compensation accounting guidance, as the
awards are based on the performance of our common stock and are expected to be settled in cash.  The fair value of
the Awards is calculated on a quarterly basis using a Monte Carlo valuation model and is recognized over the derived
service period of approximately 2.4 years.  Vesting of the Awards is based on the probability of meeting the market
criteria which is considered in determining the estimated fair value.  We recorded a liability of $132,000 at December
31, 2014 and related expense was $132,000 for the quarter ending December 31, 2014 for the Awards.

8. Savings and Retirement Plans

We sponsor various retirement plans for eligible employees in the United States, the United Kingdom, and The
Netherlands. Our retirement savings plan in the United States conforms to Section 401(k) of the Internal Revenue
Code and participation is available to substantially all employees. We may also make discretionary contributions
ratably to all eligible employees. We made discretionary contributions to the U.S. plan of $181,000 and $155,000 for
the nine months ended December 31, 2014, and 2013, respectively.

Our international subsidiaries have defined benefit retirement plans for eligible employees.  These plans provide
benefits based on the employee’s years of service and compensation during the years immediately preceding
retirement, termination, disability, or death, as defined in the plans.

The cost for our defined benefit retirement plans in The Netherlands and the United Kingdom includes the following
components for the three- and nine-month periods ended December 31:

Three Months
Ended
December 31

Nine Months Ended
December 31

2014 2013 2014 2013

Gross service cost $33,000 $32,000 $104,000 $95,000
Interest cost 34,000 36,000 107,000 104,000
Expected return on assets (25,000) (21,000) (79,000 ) (61,000 )
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Amortization 1,000 2,000 3,000 5,000
Net periodic retirement cost $43,000 $49,000 $135,000 $143,000

9. Business Segment Information

We aggregate our operating segments into one reportable segment in accordance with the objectives and principles of
the applicable guidance.
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Net sales to customers outside the United States for the three months ended December 31, 2014 and 2013 represented
24% and 26%, respectively, of our consolidated net sales. Net sales to customers outside the United States for the nine
months ended December 31, 2014 and 2013 represented 26% and 26%, respectively, of our consolidated net sales.

Information regarding net sales to customers by geographic area for the three and nine months ended December 31 is
as follows:

United
States

United
Kingdom

All Other
Foreign
Countries
(1) Consolidated

Three months ended December 31, 2014 $5,083,000 $636,000 $948,000 $6,667,000

Three months ended December 31, 2013 $4,753,000 $591,000 $1,055,000 $6,399,000

Nine months ended December 31, 2014 $14,512,000 $1,923,000 $3,071,000 $19,506,000

Nine months ended December 31, 2013 $13,516,000 $1,713,000 $2,987,000 $18,216,000

(1)No other country accounts for 10% or more of the consolidated net sales.

Information regarding geographic area in which we maintain long-lived assets is as follows:

United
States

All Other
Foreign
Countries
(1) Consolidated

December 31, 2014 $409,000 $538,000 $ 947,000

March 31, 2014 $379,000 $619,000 $ 998,000

(1)Substantially all maintained in The Netherlands

Accounting policies of the operations in the various geographic areas are the same as those described in Note 1.  Net
sales attributed to each geographic area are net of intercompany sales.  No single customer represents 10% or more of
our consolidated net sales.  Long-lived assets consist of property, plant and equipment.

10. Pending Merger

On December 21, 2014, we entered into an Agreement and Plan of Merger with Vision-Sciences, Inc. (“Vision”), and
Visor Merger Sub LLC, a wholly-owned subsidiary of Vision (“Merger Sub”), pursuant to which we will merge with
and into Merger Sub (the “Merger”), with Merger Sub continuing as the surviving company and for which the sole
member is Vision following the transaction.

At the effective time and as a result of the Merger, each share of Uroplasty common stock issued and outstanding
immediately prior to the effective time of the Merger will be converted into the right to receive 3.6331 shares of
common stock of Vision.  As a result of the Merger, all outstanding options to purchase shares of common stock of
the Company and other equity awards based on Uroplasty common stock, which are outstanding immediately prior to
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the effective time of the Merger, will become, respectively, options to purchase shares of common stock of Vision
and, with respect to all other equity awards, awards based on common stock of Vision, in each case, on terms
substantially identical to those in effect prior to the effective time of the Merger, except for the adjustments to the
underlying number of shares and the exercise price based on the exchange ratio used in the Merger and other
adjustments as provided in the Merger Agreement.

The transaction is subject to approval of our and Vision’s shareholders, the effectiveness of the Form S-4 registration
statement filed by Vision with the Securities and Exchange Commission on January 27, 2014, the continued
effectiveness of voting agreements with the executive officers and directors of the companies, the continued
effectiveness without amendment or modification of the amendments to the convertible notes and warrants held by
Mr. Lewis C. Pell, Chairman of the board of directors of Vision, and other customary closing conditions.  The
transaction is expected to be completed in the first half of calendar 2015.

We incurred approximately $820,000 of transaction fees related to this transaction in the quarter ended December 31,
2014.
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ITEM 2.MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Forward-looking Statements

We recommend that you read this quarterly report on Form 10-Q in conjunction with our annual report on Form
10-K for the year ended March 31, 2014.

You should read the following discussion of our financial condition and results of operation together with the
unaudited consolidated financial statements and the notes thereto included elsewhere in this report and other financial
information included in this report.  The following discussions may contain predictions, estimates and other
forward-looking statements that involve a number of risks and uncertainties, including those discussed under “special
Note Regarding Forward-Looking Statements” in this report and under “Part I - Item 1A. Risk Factors” in our annual
report on Form 10-K for the fiscal year ended March 31, 2014 and “Part II - Item 1A. Risk Factors” in this report.  These
risks could cause our actual results to differ materially from any further performance suggested below.

We do not undertake, nor assume any obligation, to update any forward-looking statement that we may make from
time to time.

Critical Accounting Policies

We prepare our consolidated financial statements in accordance with U.S. generally accepted accounting principles, or
GAAP, which require us to make estimates and assumptions in certain circumstances that affect amounts reported.  In
preparing these consolidated financial statements, we have made our best estimates and judgments of certain amounts,
giving due consideration to materiality.

We have identified in our annual report on Form 10-K for the year ended March 31, 2014, our “critical accounting
policies,” which are certain accounting policies that we consider important to the portrayal of our results of operations
and financial position and which may require the application of a higher level of judgment by our management, and as
a result are subject to an inherent level of uncertainty.  Management made no significant changes to our critical
accounting policies during the nine months ended December 31, 2014.

Significant Recent Development

On December 21, 2014, we entered into an Agreement and Plan of Merger with Vision-Sciences, Inc. (“Vision”), and
Visor Merger Sub LLC, a wholly-owned subsidiary of Vision (“Merger Sub”), pursuant to which we will merge with
and into Merger Sub (the “Merger”), with Merger Sub continuing as the surviving company and for which the sole
member is Vision following the transaction.

At the effective time and as a result of the Merger, each share of Uroplasty common stock issued and outstanding
immediately prior to the effective time of the Merger will be converted into the right to receive 3.6331 shares of
common stock of Vision.  As a result of the Merger, all outstanding options to purchase shares of Uroplasty common
stock and other equity awards based on Uroplasty common stock, which are outstanding immediately prior to the
effective time of the Merger, will become, respectively, options to purchase shares of common stock of Vision and,
with respect to all other equity awards, awards based on common stock of Vision, in each case, on terms substantially
identical to those in effect prior to the effective time of the Merger, except for the adjustments to the underlying
number of shares and the exercise price based on the exchange ratio used in the Merger and other adjustments as
provided in the Merger Agreement.
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Upon completion of the Merger, Vision shareholders will own approximately 37.5% and our shareholders will own
approximately 62.5% of the combined company, excluding shares of Vision common stock issuable upon the
conversion of convertible promissory notes, and exercise of warrants, held by Mr. Lewis C. Pell, Chairman of the
board of directors of Vision (which have been amended in connection with the Merger Agreement).
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Concurrently with the execution of the merger agreement, we entered into a voting agreement with Vision’s officers
and directors, representing shareholders holding approximately 39% of Vision’s outstanding shares of common stock
at December 1, 2014, pursuant to which, among other things and subject to the terms and conditions therein, such
shareholders agreed to vote their Vision shares in favor of the merger, the merger agreement, the transactions
contemplated by the merger agreement and against any acquisition proposal (other than the merger), including any
“superior proposal.”

The transaction is subject to approval of our and Vision’s shareholders, the effectiveness of the Form S-4 registration
statement filed by Vision with the Securities and Exchange Commission on January 27, 2014, the continued
effectiveness of voting agreements with the executive officers and directors of the companies, the continued
effectiveness without amendment or modification of the amendments to the convertible notes and warrants held by
Mr. Pell, and other customary closing conditions.  The transaction is expected to be completed in the first half of
calendar 2015.

Overview

We are a medical device company that develops, manufactures and markets innovative, proprietary products for the
treatment of voiding dysfunctions. Our primary focus is on two products: the Urgent PC® Neuromodulation System
(“Urgent PC System”), which we believe is the only commercially available Food and Drug Administration (“FDA”)
cleared, minimally-invasive, neuromodulation system that delivers percutaneous tibial nerve stimulation (“PTNS”) for
office-based treatment of overactive bladder (“OAB”) and the associated symptoms of urinary urgency, urinary
frequency, and urge incontinence; and Macroplastique® Implants (“Macroplastique”),  an injectable, urethral bulking
agent for the treatment of adult female stress urinary incontinence primarily due to intrinsic sphincter deficiency
(“ISD”).  Our Urgent PC System has CE Mark for the treatment of OAB as well as the treatment of fecal incontinence. 
Macroplastique also has CE Mark for the treatment of adult female stress urinary incontinence as well as male stress
incontinence, fecal incontinence, vocal cord rehabilitation and vesicoureteral reflux.

We believe physicians prefer our products because they offer effective therapies for patients that can be administered
in office or outpatient surgical-based settings and, to the extent reimbursement is available, provide the physicians a
profitable revenue stream.  We believe patients prefer our products because they are minimally invasive treatment
alternatives that do not have the side effects associated with pharmaceutical treatment options nor the higher adverse
events associated with other alternate treatment options.

Our sales are and have been significantly influenced by the availability of third-party reimbursement for PTNS
treatments.  Effective January 2011, the American Medical Association (“AMA”) granted a Category 1 Current
Procedural Terminology (“CPT”) code for PTNS treatments.  As a result, we have continued to expand our U.S. field
sales and support organization and as of December 31, 2014, we employed 44 sales representatives, nine field based
clinical support specialists and six Regional Sales Directors.

We have focused our efforts on expanding reimbursement coverage with Medicare carriers and private payers by
instituting a comprehensive program to educate their medical directors regarding the clinical effectiveness, cost
effectiveness and patient benefits of PTNS treatments using our Urgent PC System.  Effective August 10, 2014,
National Government Services (NGS), which represents 10 states with approximately 10 million covered lives, issued
a positive coverage decision for PTNS for the treatment of urinary urgency, urinary frequency and urge incontinence.
With this positive coverage decision, access to PTNS treatments is now available to all 50 million Medicare
beneficiaries across the country. In addition, we estimate that private payers insuring approximately 133 million lives
provide coverage for PTNS treatments.

We expect to continue to emphasize sales of our Urgent PC System in the United States and internationally.  In fiscal
2014 and continuing in fiscal 2015, we implemented new sales strategies and refocused the sales organization.  We
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will continue to emphasize generating greater patient and physician awareness of our Urgent PC System and on
training physicians in the proper use and clinical benefits of our Urgent PC System for OAB.  As part of this process,
we hired four additional clinical support specialists during fiscal 2015. We have started to expand our call point
beyond our historical focus on urologists.  Specifically, we are expanding our call point to include gynecologists as
well as exploring opportunities in the senior living market as we look to accelerate the growth of our Urgent PC
System.  We do not expect to see significant growth in our Macroplastique business, because we believe it is a small,
mature market that is more competitively penetrated than the market for OAB treatment using PTNS.
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Another key focus in fiscal 2015 has been the strategic deployment of investments in high value internal and external
research and development and product realization initiatives.    Enrollment for our pilot clinical trial for fecal
incontinence in the United States using our Urgent PC System is completed. We have been advised by the FDA that a
pivotal trial using Urgent PC for fecal incontinence will need an endpoint of at least six months. Accordingly, we plan
to evaluate six month outcomes data for all patients enrolled in our U.S. fecal incontinence pilot study and also
evaluate the six month outcomes from a large randomized trial – the CONFIDeNT study of percutaneous tibial nerve
stimulation for fecal incontinence in the United Kingdom.  We will make a decision on whether or not we will invest
in a U.S. pivotal study for fecal incontinence once we have had an opportunity to thoroughly review the six month
data, which we expect will be sometime in early calendar year 2015. We are also researching other potential indication
expansions in the pelvic health area, as well as exploring opportunities to expand our product portfolio through
business development activities.  Our focus will be on capitalizing upon our leverage at the call point created by our
strong distribution channel.

Results of Operations

Three and nine months ended December 31, 2014 compared to three and nine months ended December 31, 2013.

Net Sales:  During the three months ended December 31, 2014, consolidated net sales of $6,667,000 represented a
$268,000, or a 4% increase, over net sales of $6,399,000 for the three months ended December 31, 2013. The increase
in consolidated net sales for the three months ended December 31, 2014 was due to global sales growth of 15% of our
Urgent PC System.

During the nine months ended December 31, 2014, consolidated net sales of $19,506,000 represented a $1,290,000, or
a 7% increase, over net sales of $18,216,000 for the nine months ended December 31, 2013. The increase in
consolidated net sales for the nine months ended December 31, 2014 was due to global sales growth of 17% of our
Urgent PC System.

Net sales in the U.S. of our Urgent PC System increased 16% to $3,706,000 for the three months ended December 31,
2014, up from $3,184,000 for the same period last year.  Net sales to customers in the U.S. of our Urgent PC System
were $10,364,000 during the nine months ended December 31, 2014, represented an increase of $1,355,000, or 15%,
over net sales of $9,009,000 for the nine months ended December 31, 2013.  Net sales increased as a result of
improved sales execution within the U.S. resulting in new account conversions and a higher number of active
customers.

Urgent PC System sales to customers outside of the U.S. were $714,000 for the three months ended December 31,
2014, an increase of 6% from $677,000 in the same period last year.  Urgent PC System sales to customers outside of
the U.S. were $2,370,000 for the nine months ended December 31, 2014, an increase of 27% from $1,870,000 in the
same period last year.  The increase in sales is attributed to the increase in adoption of the product by our customers,
primarily in markets where we sell to hospitals directly.

Global sales of our Macroplastique product declined 14%, or $318,000, to $1,976,000 for the three months ended
December 31, 2014, and declined 8%, or $492,000, to $5,980,000 for the nine months ended December 31, 2014. Net
sales decreased as a result of continued focus on our Urgent PC System.

Net sales in the U.S. of our Macroplastique product decreased 12%, or $190,000, to $1,348,000 for the three months
ended December 31, 2014, compared to $1,539,000 for the three months ended December 31, 2013. Net sales in the
U.S. of our Macroplastique product decreased 7%, or $320,000, to $4,062,000 for the nine months ended December
31, 2014, compared to $4,382,000 for the nine months ended December 31, 2013. The sales decrease is attributed to
the shift in sales focus from Macroplastique to Urgent PC.
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Macroplastique sales to customers outside of the U.S. declined 17% to $628,000 in the third fiscal quarter over the
corresponding year ago period, and declined 8% to $1,918,000 for the nine months ended December 31, 2014, over
the corresponding year ago period. The sales decrease is attributed primarily to the shift in sales focus from
Macroplastique to Urgent PC.

Sales for our PTQ Implants, VOX Implants and our distributed products, which are sold internationally, increased
20% to $226,000 for the three months ended December 31, 2014, compared to $189,000 for the three months ended
December 31, 2013. The sales of these products declined 7% to $652,000 for the nine months ended December 31,
2014, compared to $705,000 for the nine months ended December 31, 2013.

Net sales to customers in the U.S. of $5,083,000 during the three months ended December 31, 2014, represented an
increase of $330,000, or 7%, over net sales of $4,753,000 for the three months ended December 31, 2013. Net sales to
customers in the U.S. of $14,512,000 during the nine months ended December 31, 2014, represented an increase of
$996,000, or 7%, over net sales of $13,516,000 for the nine months ended December 31, 2013.
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Net sales to customers outside the U.S. for the three months ended December 31, 2014 decreased 4% to $1,584,000,
compared to $1,645,000 for the three months ended December 31, 2013. Net sales to customers outside the U.S. for
the nine months ended December 31, 2014 increased 6% to $4,994,000, compared to $4,700,000 for the nine months
ended December 31, 2013.

Gross Profit:  Gross profit was $5,888,000, or 88.3% of net sales during the three months ended December 31, 2014,
and $5,620,000, or 87.8% of net sales for the three months ended December 31, 2013.  Gross profit was $17,183,000,
or 88.1% of net sales during the nine months ended December 31, 2014, and $15,948,000, or 87.5% of net sales for
the nine months ended December 31, 2013.  The increase in gross profit percentage for the three month period and the
nine month period ended December 31, 2014 is attributed primarily to the favorable product mix.

General and Administrative Expenses (G&A):  G&A expenses of $2,283,000 during the three months ended
December 31, 2014, increased $1,088,000 from $1,195,000 during the same period in 2013. The three month period
ended December 31, 2014 included $820,000 for expenses (primarily investment banking and legal fees) related to the
proposed merger with Vision and $132,000 in expense for the long-term incentive plan.

G&A expenses of $5,149,000 during the nine months ended December 31, 2014, decreased $17,000 from $5,166,000
during the same period in 2013.  In the nine month period ended December 31, 2013 there were one-time charges for
legal and accounting fees pertaining to the review of certain internal control issues and executive management
changes. For the nine-month period ended December 31, 2014, $820,000 in expenses pertaining to the proposed
merger with Vision and $132,000 in expense for the long-term incentive plan were incurred.

Research and Development Expenses (R&D):  R&D expenses of $666,000 during the three months ended December
31, 2014, increased $140,000 from $526,000 during the same period in 2013.  The increase is attributed primarily to
higher enrollments in human clinical studies and consulting expenses.

R&D expenses of $2,226,000 during the nine months ended December 31, 2014, increased $791,000 from $1,435,000
during the same period in 2013.  The increase is attributed primarily to higher enrollments in human clinical studies,
consulting and severance expense.

Selling and Marketing Expenses (S&M):  S&M expenses of $5,016,000 during the three months ended December 31,
2014, increased $470,000, from $4,546,000, during the same period in 2013.  The increase is attributed primarily to an
increase in sales personnel costs, with nine clinical specialists and 44 sales representatives employed as of December
31, 2014 versus five clinical specialists and 42 sales representatives employed as of December 31, 2013.

S&M expenses of $15,107,000 during the nine months ended December 31, 2014, increased $1,610,000, from
$13,497,000, during the same period in 2013.  The increase is attributed primarily to an increase in sales personnel
costs, with nine clinical specialists and 44 sales representatives employed as of December 31, 2014 versus five clinical
specialists and 42 sales representatives employed as of December 31, 2013.

Amortization of Intangibles: Amortization of intangibles was $8,000 for the three and nine months ended December
31, 2014 and 2013, respectively. Amortization of intangibles was $24,000 and $22,000 for the nine months ended
December 31, 2014 and 2013, respectively.

Other Income (Expense):  Other income (expense) includes interest income and foreign currency exchange gains and
losses.  Net other income (expense) was $(1,000) and $3,000 for the three months ended December 31, 2014 and
2013, respectively. Net other income was $3,000 and $14,000 for the nine months ended December 31, 2014 and
2013, respectively.
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Income Tax Expense:  During the three months ended December 31, 2014 and 2013, we recorded income tax expense
of $21,000 and $19,000, respectively. During the nine months ended December 31, 2014 and 2013, we recorded
income tax expense of $56,000 and $50,000, respectively. Income tax expense is attributed to our European
subsidiaries and to the payment of minimum taxes in the U.S.

Non-GAAP Financial Measures:  The following table reconciles our operating loss calculated in accordance with
GAAP in the U.S. to non-GAAP financial measures that exclude non-cash charges for share-based compensation,
long-term incentive plan, depreciation and amortization from gross profit, operating expenses and operating loss.  The
non-GAAP financial measures used by management and disclosed by us are not a substitute for, or superior to,
financial measures and consolidated financial results calculated in accordance with GAAP, and you should carefully
evaluate our reconciliations to non-GAAP.  We may calculate our non-GAAP financial measures differently from
similarly titled measures used by other companies.  Therefore, our non-GAAP financial measures may not be
comparable to those used by other companies.  We have described the reconciliations of each of our non-GAAP
financial measures described above to the most directly comparable GAAP financial measures.
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We use these non-GAAP financial measures, and in particular non-GAAP operating loss, for internal managerial
purposes because we believe such measures are one important indicator of the strength and the operating performance
of our business.  Analysts and investors frequently ask us for this information.  We believe that they use these
measures to evaluate the overall operating performance of companies in our industry, including as a means of
comparing period-to-period results and as a means of evaluating our results with those of other companies.

Our non-GAAP operating loss during the three months ended December 31, 2014 and 2013 was approximately
$1,469,000 and $277,000, respectively.  The increase in non-GAAP operating loss for the three months ended
December 31, 2014 over the corresponding period a year ago is attributed to the increase in operating spending and
business development activities, partially offset by the increase in sales and gross profit.  Expenses related to business
development activity in the quarter were $820,000.Our non-GAAP operating loss during the nine months ended
December 31, 2014 and 2013 was $3,906,000 and $2,695,000, respectively.  The increase in the non-GAAP operating
loss for the nine months ended December 31, 2014 is attributed to an increase in operating and business development
expenses, partially offset by the increase in net sales and gross profit percent.

(dollar amounts in thousands) Expense Adjustments

Three-Months Ended GAAP
Share-based
Expense

Long-term
Incentive
Plan Depreciation Amortization Non-GAAP

December 31, 2014
Gross profit $5,888 $11 $ - $ 4 $ - $ 5,903
% of net sales 88.3 % 88.6 %
Operating expenses
General and administrative 2,282 (313) (132 ) (36 ) - 1,801
Research and development 666 (11 ) - - - 655
Selling and marketing 5,016 (81 ) - (19 ) - 4,916
Amortization 8 - - - (8 ) -

7,972 (405) (132 ) (55 ) (8 ) 7,372

Operating loss $(2,084) $416 $ 132 $ 59 $ 8 $ (1,469 )

December 31, 2013
Gross profit $5,620 $6 $ - $ 8 $ - $ 5,634
% of net sales 87.8 % 88.1 %
Operating expenses
General and administrative 1,195 (197) - (50 ) - 948
Research and development 526 (11 ) - (1 ) - 514
Selling and marketing 4,546 (75 ) - (22 ) - 4,449
Amortization 8 - - - (8 ) -

6,275 (283) - (73 ) (8 ) 5,911

Operating loss $(655 ) $289 - $ 81 $ 8 $ (277 )
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(dollar amounts in
thousands) Expense Adjustments

Nine-Months Ended GAAP
Share-based
Expense

Long-term
Incentive
Plan
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