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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

xANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
For the fiscal year ended June 30, 2013

OR
oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934.

FOR THE TRANSITION PERIOD FROM              TO             .
Commission File Number 000-14942

PRO-DEX, INC.
(Exact name of registrant as specified in its charter)

Colorado 84-1261240
(State or other
jurisdiction of
incorporation or
organization)

(I.R.S. Employer
Identification No.)

2361 McGaw Avenue,
Irvine, California 92614

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number: (949) 769-3200

Securities registered under Section 12(b) of the Exchange Act:

Title of each class Name of each exchange on which registered
Common Stock, no par value NASDAQ Capital Market

Securities registered under Section 12(g) of the Exchange Act:
None.

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

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the past 12 months, and (2) has been subject to such filing requirements for the past 90
days.    Yes  x    No  o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
files).    Yes  x    No  o

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company (as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filero Accelerated filer o

Non-accelerated filer o Smaller reporting companyx

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  o    No   x

          As of December 31, 2012, the aggregate market value of the voting and non-voting common equity held by
non-affiliates computed by reference to the closing sales price on the Nasdaq Capital Market was $5,273,281. For the
purpose of this calculation, shares owned by officers, directors and 10% stockholders known to the registrant have
been deemed to be owned by affiliates. This determination of affiliate status is not a determination for other purposes.

As of August 31, 2013, 3,343,988 shares of the registrant’s no par value common stock were outstanding. 

DOCUMENTS INCORPORATED BY REFERENCE: Part III of this report incorporates by reference certain
information from the registrant’s definitive proxy statement (the “Proxy Statement”) for its 2013 Annual Meeting of
Shareholders. The Proxy Statement will be filed with the U.S. Securities and Exchange Commission within 120 days
after the end of the fiscal year to which this report relates.
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PART I

FORWARD-LOOKING STATEMENTS MAY PROVE INACCURATE

This report contains forward-looking statements within the meaning of federal securities laws. Forward-looking
statements are not based on historical facts but instead reflect the Company’s expectations, estimates or projections
concerning future results or events. These statements generally can be identified by the use of forward-looking words
or phrases such as “believe,” “expect,” “anticipate,” “may,” “could,” “intend,” “intent,” “belief,” “estimate,” “project,” “forcast,” “plan,” “likely,”
“will,” “should” or similar words or phrases. These statements are not guarantees of performance and are inherently
subject to known and unknown risks, uncertainties and assumptions that are difficult to predict and could cause actual
results, performance or achievements to differ materially from those expressed or indicated by those statements. The
Company cannot assure you that any of its expectations, estimates or projections will be achieved.

Forward-looking statements included in this report are only made as of the date of this report and the Company
disclaims any obligation to publicly update any forward-looking statement to reflect subsequent events or
circumstances.

Numerous factors could cause the Company’s actual results and events to differ materially from those expressed or
implied by forward-looking statements, including, without limitation:  loss of a significant customer, entry of new and
stronger competitors, capital availability, unexpected costs, compliance with contractual obligations, failure to
capitalize upon access to new customers, marketplace delisting, the ramifications of industry consolidation of medical
products manufacturers, dealers and distributors, managed health care, market acceptance and support of new
products, cancellation of existing contracts, customer “in house” production of products previously designed by and/or
acquired from the Company, maintaining favorable supplier relationships, the Company’s ability to engage qualified
human resources as needed, regulatory compliance, general economic conditions and other factors described under
Item 1A (Risk Factors) of this report.  This list of factors is illustrative, but by no means exhaustive. All
forward-looking statements should be evaluated with the understanding of their inherent uncertainty.

Item 1. Business

Company Overview

Pro-Dex, Inc. (“Company,” “Pro-Dex”, “we,” “our,”, “us”), with operations in Irvine, California and Beaverton, Oregon, designs
and produces powered surgical and dental instruments and motion control products used in the medical, factory
automation and scientific research industries.

Our products are found in hospitals, dental offices, medical engineering labs, scientific research facilities and
high-tech manufacturing operations around the world. In addition to Pro-Dex, the names Micro Motors and Oregon
Micro Systems are used for marketing purposes as brand names.

Our principal headquarters are located at 2361 McGaw Avenue, Irvine, California 92614 and our phone number is
949-769-3200. Our Internet address is www.pro-dex.com. Our Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K, amendments to those reports and other certain Securities and Exchange
Commission (“SEC”) filings, are available free of charge through our website as soon as reasonably practicable after
such reports are electronically filed with, or furnished to, the SEC. In addition, our Code of Ethics and other corporate
governance documents may be found on our website at the Internet address set forth above. Our filings with the SEC
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may also be read and copied at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You
may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The
SEC maintains an Internet site that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC at www.sec.gov and company specific information at
www.sec.gov/edgar/searchedgar/companysearch.html.

In February 2012, we sold our fractional horsepower motor product line, operating under the name Pro-Dex Astromec
(“Astromec”) and located in Carson City, Nevada, to a third party. As a result of the sale, this product line has been
classified as a discontinued operation in conformity with applicable accounting guidance. Accordingly, unless
otherwise indicated, Astromec’s results have been reported as discontinued operations and removed from all financial
discussions of continuing operations, including the Consolidated Financial Statements and Notes, beginning on
page 21 of this report.

All years relating to financial data herein shall refer to fiscal years ended June 30, unless indicated otherwise.
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Description of Business

The majority of our revenue is derived from designing, developing and manufacturing powered instruments for the
medical and dental industries and motion control software and hardware for industrial and scientific applications. The
proportion of total sales by customer type is as follows:

2013 2012
Dollars in thousands

Medical $ 7,970 65% $ 13,177 76%
Industrial 2,594 21% 2,699 16%
Dental 1,092 9% 968 6%
Government and other 593 5% 413 2%
Total sales $ 12,249 100% $ 17,257 100%

Our medical device products utilize proprietary designs developed by us primarily under exclusive development and
supply agreements and are manufactured in our Irvine, California facility, as are our dental products. Our medical
device products are sold primarily to original equipment manufacturers and our dental products are sold primarily to
dental product distributors. In our Beaverton, Oregon facility, we design and manufacture embedded multi-axis
motion controllers which are sold to distributors or original equipment manufacturers in the automation and research
industries. The proportion of total sales by facility is as follows:

2013 2012
Dollars in thousands

Irvine $ 10,531 86% $ 15,271 89%
Beaverton 1.718 14% 1,986 12%
Total sales $ 12,249 100% $ 17,257 100%

In fiscal year 2013, our top 20 customers accounted for 81% of our sales, compared to 88% in fiscal year 2012. In
fiscal year 2013, our current largest customer accounted for 46% of our sales with our next largest customer
accounting for 6% of our sales. This compares to fiscal year 2012, when our two largest customers accounted for 72%
of our sales, with our former largest customer accounting for 39% of our sales and our current largest customer
accounting for 33% of our sales. Some of our significant customers include Smith and Nephew, Medtronic, Sullivan
Schein and Thermo Fisher Scientific. In many cases, including our largest customers, disclosure of customer names is
prohibited by confidentiality agreements with such entities.

We have no plans to discontinue the sales relationships with our existing significant customers and have no
knowledge of them discontinuing their sales relationship with us, except that in December 2009 our then-largest
customer (the “Customer”) informed us that it was in the process of developing, and planned to eventually manufacture,
its own surgical devices that were functionally comparable to the products we provided to the Customer at that time.
We had been the Customer’s exclusive manufacturer of these products since they were developed.

Through May 2012, we provided the Customer with two products and continue to provide repair services for both
products. Sales to the Customer for the years ended June 30, 2013 and 2012 were as follows:

2013 2012
Products — $ 5,010,000
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Non-warranty repairs $ 722,000 1,700,000
Total $ 722,000 $ 6,710,000

The Customer indicated that its plan was to limit repair requests from us to those units covered by our product
warranty. Although the warranty period for such units has since lapsed and we continue to receive non-warranty repair
orders from the Customer, there is no assurance that the Customer will continue to place such repair orders with us, in
which case non-warranty repair revenue would decline to zero or a negligible amount.

We continue to implement the steps of a strategic plan, the objectives of which are to sustain business with our largest
customer, identify and capture additional revenue opportunities and concurrently reduce operating costs not critical to
revenue growth. There can be no assurance, however, as to either the timing or success of achieving these objectives,
which, during any period not achieved, may cause a prolonged material and adverse impact on our business.

The majority of the raw materials and components used to manufacture our products are purchased from various
suppliers and are available from several sources. Precipart Corporation, Tyco Precision Interconnect, Danaher and
Transicoil are examples of key suppliers. We have no exclusive arrangements with any of our suppliers, but in several
instances only one supplier is used for certain high-value purchased components.  In most of such instances,
secondary suppliers have been identified for utilization, although it is likely that transition delays would be
incurred.  We consider our
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