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This annual report on Form 10-KSB contains forward looking statements within the

meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
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Securities Exchange Act of 1934. The words or phrases "would be," "will allow,"
"intends to," "will likely result," "are expected to," "will continue," "is
anticipated," "estimate," "project," or similar expressions are intended to

identify "forward-looking statements" within the meaning of the Private
Securities Litigation Reform Act of 1995. Actual results could differ materially
from those projected in the forward looking statements as a result of a number
of risks and uncertainties, including the risk factors set forth below and
elsewhere in this report. See "Risk Factors" and "Management's Discussion and
Analysis of Financial Condition and Results of Operations." Statements made
herein are as of the date of the filing of this Form 10-KSB with the Securities
and Exchange Commission and should not be relied upon as of any subsequent date.
Unless otherwise required by applicable law, we do not undertake, and
specifically disclaims any obligation, to update any forward-looking statements
to reflect occurrences, developments, unanticipated events or circumstances
after the date of such statement.

PART T
Item 1. Description of Business

General

The Company was incorporated in the State of Delaware on December 8, 1964 as
Infotec, Inc. From June 20, 1999 to approximately June 12, 2001, it was known as
Amerinet Group.com, Inc.

On June 13, 2001, the Company entered into a "Reorganization Agreement" with
Randall K. Fields and Riverview Financial Corporation (hereafter referred to as
"Reorganization Agreement,") whereby it acquired substantially all of the
outstanding stock of Park City Group, Inc., a Delaware corporation ("PCG"),
which became a 98.67% owned subsidiary. This business combination was treated as
a reverse acquisition or a recapitalization of PCG, with PCG being treated as
the acquirer. In connection with the Reorganization, the then Board of Directors
resigned and was replaced by the Board of Directors of PCG. The stockholders of
PCG gained voting control of the common stock of the Company and the name was
changed from Amerinet Group.com, Inc. to Fields Technologies, Inc.

Operations are conducted through the subsidiary, PCG, which was incorporated in
the State of Delaware in May 1990. PCG on April 5, 2001, acquired its wholly
owned subsidiary, Fresh Market Manager, LLC ("FMM"), which is a Limited
Liability Company formed in the State of Utah. PCG has conducted its operations
since 1990. PCG develops and licenses its software applications identified as
"Fresh Market Manager" and "ActionManager". PCG also provides implementation and
profit optimization consulting services for its application products.

On August 7, 2002, Fields Technologies, Inc., changed its name from Fields
Technologies, Inc., to Park City Group, Inc., and reincorporated in Nevada.
Therefore, both the parent-holding company (Nevada) and its operating subsidiary
(Delaware) are named Park City Group, Inc. Park City Group, Inc. (Nevada) has no
other business operations other than in connection with its subsidiary, PCG. In
this Annual Report Form 10-KSB when the terms "we", "Company" or "Park City
Group" are used, it is referring to the Park City Group, Inc., a Deleware
corporation, as well as to Fields Technologies, Inc., the Delaware corporation,
which was reincorporated in Nevada under the name of the Park City Group, Inc.
The stock trades under the symbol PKCY.

The principal executive offices are located at 333 Main Street, P.O. Box 5000,
Park City, Utah 84060. The telephone number is (435) 649-2221. The website
address is http://www.parkcitygroup.com.
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The Company has not been involved in any bankruptcy, receivership, or similar
proceeding.

Business

Park City Group develops and markets patented computer software and profit
optimization consulting services that help its retail customers to reduce their
inventory and labor costs; the two largest controllable expenses in the retail
industry, while increasing the customer's sales and gross margin. The technology
has its genesis in the operations of Mrs. Fields Cookies co-founded by Randy
Fields, CEO of Park City Group, Inc. Industry leading customers such as The Home
Depot, Victoria's Secret, Limited Brands, Anheuser Busch Entertainment, Del
Monte, WaWa and Tesco Lotus benefit from the Company's software. Park City Group
products, Supply Chain Profit Link, C-Store Manager, Fresh Market Manager and
ActionManager are proven, patented technologies that address the needs of
retailers in store operations management, manufacturing and both durable goods
and perishable product management. Because the product concepts originated in
the environment of actual multi-unit-retail chain ownership, the products are
strongly oriented to an operation's bottom line results. The products are highly
pragmatic in their approach to standardizing and improving managerial actions.
The products use a fully developed, contemporary patented technology platform
that is not only capable of supporting existing offerings, but can also be
expanded to support related products.

The critical strength of the products is its artificial intelligence-like rules
based technology that allows customers to tailor the operating rules to
replicate the expert knowledge and practices of their most successful managers.
Rules based systems are applications in which the action to be taken is
determined by the rules defined by the user. As such, customers who use rules
based system determine what action the system will perform when an identified
condition occurs, usually based on the policies and procedures or "rules" of the
customer's business operations. In this way, the customer decomposes its
business operation into different rules or the way in which it wants certain
conditions or actions to be addressed. In comparison, in non-rules based
systems, the applications perform action as they have been designed and coded by
the vendor, regardless of the action the customer might wish to take.

The success achieved by our customers in both their economic as well as
operational performance improvement is the best measure of our performance and
success.

The Company now offers a monthly subscription method for licensing of the
software to its customer companies. A monthly subscription deployment option was
introduced in Q3FY2004. With its lower initial implementation cost and monthly
charge for the software by department by location, the Company can now offer its
products to a larger potential market and estimates increasing its recurring
revenue stream, although no assurances can be given.

During Q3FY2005 the Company introduced both Supply Chain Profit link and C-Store
Manager products in both a subscription and traditional purchase offering. These
products are targeted to meet the needs of manufactures serving the retail
market place and the convenience store market respectively. In Q4FY2004, the
company also expanded their business operations consulting practice to the
Financial Services Industry.

Fresh Market Manager

Fresh Market Manager is a fully integrated system for managing perishable
grocery departments such as deli, bakery, food service, meat, seafood and
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produce. The product has also been deployed in supermarkets, convenience stores,
commissaries and offers a center store inventory management option. This
software enables item level management and category analysis by exception, with
particular emphasis on managing the production processes taking place within the
store. In addition, this application provides accurate cost of goods
identification and sales profitability analysis to determine gross profit and
net profit by item.

Fresh Market Manager provides corporate, store and department managers with
total item information, allowing extensive category analysis of perishable
products. Category and store department managers can leverage this information
to increase sales, decrease shrinkage, and improve overall gross profit.
Combined with demand forecasting and automated production, Fresh Market Manager
is designed to ensure that variety and item freshness increase, while overall
waste decreases.

Focusing initially on perishable inventory needs, the applications gather point
of sale and production data, which is especially helpful in areas where better
product delivery based on real demand, can help eliminate unnecessary waste, and
can improve "right product" availability. The application assists customers in
the timely ordering of materials and provides real time demand management (based
on patented forecasting algorithms) by using alerting functions.

Store management may use this software application for:

o Assortment planning to respond to customer preferences for
variety and selection within the store

o Forecasting, to attempt to improve sales by anticipating the
expected demand

o Production planning, to build produced items efficiently, when
they are needed

o Item management, to quickly and accurately enter transactions
into the system

o Reporting, to see what the business is doing now and make

decisions based on current information

Corporate management may use the Fresh Market Manager software to control
detailed data through well-defined information groupings to:

o Determine the product mix for the enterprise at any level of
detail

o Create rules that drive production scheduling to meet the
company's specific needs

o Apply labor standards for production and for category
management

The Fresh Market Manager applications are Cost Control and Category Management,
Demand Forecast and Production Planner, Inventory and Computer Assisted
Ordering, and Alert Advisor.

Cost Control & Category Management

This application assists managers in reporting the amount of product
produced, production waste as well as losses from throwaways and
markdowns. The software decomposes the Point-of-Sale data to determine
the timing of products sold and by using all the information, delivers

cost and category management information down to the item level. The
visibility gained through the use of the software assists all levels of
a company's management to focus on profitability and product
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contribution.

Demand Forecast and Production Planner

Demand Forecast and Production Planner: (a) delivers assortment plans
and production schedules; (b) delivers corporate standards for core
items; (c) assists managers in selecting customer/market driven items;
and (d) develops a daily production plan based on forecasted needs.
This application is intended to assist an organization in making the
right product in the right quantity to improve the profitability of the
perishable business by effective production planning and accurate
assortment planning.

Inventory & Computer Assisted Ordering

This aspect of the application provides cost control and inventory
management of perishable product ingredients (i.e. raw materials). It
includes computer-assisted ordering and item receiving modules. The
inventory capability is intended to address the needs of businesses to
control the cost of inventory while minimizing lost sales from items
not produced due to out of stock ingredients.

Alert Advisor and Task Manager

Alert Advisor delivers demand monitoring, exception analysis and
production schedule revisions to relevant managers on a real-time
basis. A task management component is also available to direct task
activities whether from the corporate office or at the specific
locations and the system provides visibility to the status of those
tasks.

ActionManager

ActionManager applications are designed to replace costly paper-based and manual
processes with systems that substantially reduce time spent on administrative
tasks, non-productive (non-selling) labor costs, and excess headcount in the
corporate office while insuring that each geographically distributed location
adheres to the Company's defined operational standards. ActionManager
applications provide an automated method for managers to plan, schedule, and
administer virtually every administrative task at store-level. In addition to
automating the bulk of all administrative processes, ActionManager also provides
the local manager with a real-time "dashboard" view of the business, as well as
a "cockpit management" type alert system to notify the manager when something is
or is not to be planned, and suggests best practice advice as to what course of
action to be taken. By automating a great deal of the "process" and
administrative burden of management, ActionManager allows management, at all
levels, to devote more time to customer-related and employee related activities
and to improve their over-all planning and decision making. The use of the
ActionManager applications are intended to result in cost savings and improved
staff and customer focus in the store. ActionManager applications have been
marketed to large, as well as small to mid-size retailers with 50 or more
locations.

ActionManager is a suite of software applications grouped into three distinct
solutions areas. Each ActionManager solution incorporates the core ActionBase
and ActionBoard technologies that allow a multi-unit organization to embed a
company's "best practice" solutions into the system.

ActionBase
ActionBase provides a set of utilities for menu creation, maintenance
and security. ActionBase is designed to efficiently and effectively
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manage and control the software deployed to remote locations and insure
that all locations have the same consistent interfaces.

ActionBoard

ActionBoard is a user defined, rules based, and real-time display of
events requiring immediate managerial attention. ActionBoard provides
best practices advice to location managers through the critical alerts
process and the recommended action to be taken. This is accomplished by
embedding corporate rules and practices in an application that
cross—references and consolidates operating data.

ActionBoard is intended to be used by employees, managers, and the
company as a whole. It displays operational information and guides
employee and manager action. ActionBoard has been designed to provide
the following potential advantages to employees:

o Alerts managers to issues that require immediate attention
o Gives advice on actions to be taken
o Maintaining employees focus on essential activities and tasks
to ensure that a critical task is not overlooked or delayed
o Improving performance quality and consistency
o Improving employee response time and level of contribution
o Spotlighting achievements and successes for management
5

The following describes the ActionManager software solutions and the individual
applications within them:

Workflow and Information Management

The Workflow and Information Management solution consists of the
applications: ActionForm, ActionMail, CashSheet, ScoreTracker, Internet
Mail Gateway, Action Gatekeeper, ReadyReference, and ReportBuilder
which automate data collection and distribution, insuring consistent
data flow both to and from the locations and the corporate office.

Labor Management

The Labor Management solution consists of the applications: Scheduler,
Forecaster and TimeMeter. These applications are designed to address
the problems of managing staff and insuring that staff is performing
the right tasks at the right time and in the right place. Labor
requirements are determined by analyzing the results created by the
Forecaster and compliance to schedules and monitoring time punches are
provided by the TimeMeter application.

HR Management

The HR Management solution consists of the applications: SmartHire,
Interactive Tutor, Checkup, and HRAction, which provide an automated
process for personnel selection, training, and retention. These
applications are intended to assist managers by automating many of the
time consuming tasks that are associated with the hiring and training
process.

Supply Chain Profit Link
Supply Chain Profit Link utilizes a mix of both Fresh Market Manager
and Action Manager products to produce a daily view of item movement of
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a manufactures product by location within any given retailer. Supply
Chain Profit link products include Category Management, Forecasting,
and Automated Ordering.

Category Management

The Category Management solution includes ScoreTracker Category
Management tool, Central Server, Alerts Manager, and our universal
integration solution. These applications provide the retail category
manager, the manufacture category management and sales/operations team
with a current view of the profitability of each product being carried
by the retailer by store location.

Forecasting

The forecasting system determines the demand by item by store location
and aggregates the demand to user configured totals. This product
provides both the retailer and manufacturer with a total demand that is
driven by the individual store performance, and takes into
consideration the marketing and merchandising plan as determined by the
corporate merchandising team.

Automated Ordering

The Automated ordering system supplies an estimated order to the
retailer for review and once approved can generate an electronic
purchase order to a manufacture or can feed the order to the retailers
existing purchase order legacy system.

C-Store Manager

C-Store Manager integrates the Action Manager Products with the Fresh
Market Manager Products in a package geared to solve the problems
currently facing the C-Store Industry. This product is configured for
rapid deployment and is a complete management system to fill the gaps
between the Accounting Systems at the Headquarters to the Point of Sale
System at the store. The product is sold and implemented in modules
depending on the specific chain's needs.

Profit Optimization and Business Operations Consulting (consulting
services)

The consulting group's staff has extensive knowledge of the business
operations aspects of retail businesses. The consulting group provides
consulting services ranging from accelerated implementations
(consultation support in conjunction with the customer's staff), to
project level advisory consulting. Focused primarily on the
implementation of the ActionManager and Fresh Market Manager
applications, the professional services consultants assist customers in
decision-making and implementing the software.

Accelerated Implementation Strategy

Using experience and industry expertise, the team focuses on
identifying the Company's mission, crucial business elements within the
client company, developing a rapid implementation program, and
providing the customer with continued assistance. The elements of this
strategy include:

o On-site support for pre-implementation analysis of
requirements
o Consultants to augment the customer's project team
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o Defined project plans with time lines created to meet customer
requirements

o On-site support for installation and verification

o Completion and delivery of post-implementation and return on

investment analysis

Implementation Assistance Services

Additional services provided to the customers include:

o Project management and consulting support for customer project
teams

o Business rule recommendations and tailoring

o Technical systems analysis, assessment and configuration

o On-site training and educational services

Financial Services and Call Center Operations Consulting

The company has developed a services product that centers around Labor
Management, Organizational Design, Forecasting, and Best Practice development
and training.

Patents and Proprietary Rights

The Company owns or controls 8 U.S. patents, 4 patents pending, 8 U.S.
trademarks and 37 U.S. copyrights relating to its software technology. The
Company has 14 international patents and patent applications pending. The
patents referred to above are continuously reviewed and renewed as their
expiration dates as they come due.

Company policy is to seek patent protection for all developments, inventions and
improvements that are patentable and have potential value to the Company and to
protect as trade secrets other confidential and proprietary information. The
Company intends to vigorously defend its intellectual property rights to the
extent its resources permit.

Future success may depend upon the strength of the Company's intellectual
property. Although management believes that the scope of patents/patent
applications are sufficiently broad to prevent competitors from introducing
devices of similar novelty and design to compete with the Company's current
products and that such patents and patent applications are or will be valid and
enforceable, there are no assurances that if such patents are challenged, this
belief will prove correct. The Company has, however, successfully defended one
of these patents in two separate instances and as such, has some level of
confidence in the Company's ability to maintain its patents. In addition, patent
applications filed in foreign countries and patents granted in such countries
are subject to laws, rules and procedures, which differ from those in the U.S.
Patent protection in such countries may be different from patent protection
provided by U.S. Laws and may not be as favorable. The Company plans to timely
file international patents in all countries in which we seek market share.

The Company 1is not aware of any patent infringement claims against it; however,
there are no assurances that litigation to enforce patents issued to the
Company, to protect proprietary information, or to defend against the Company's
alleged infringement of the rights of others will not occur. Should any such
litigation occur, the Company may incur significant litigation costs, the
Company's resources may be diverted from other planned activities, and result in
a materially adverse effect on the results of operations and financial
condition.
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The Company relies on a combination of patent, copyright, trademark, and other
laws to protect its proprietary rights. There are no assurances that the
Company's attempted compliance with patent, copyrights, trademark or other laws
will adequately protect its proprietary rights or that there will be adequate
remedies for any breach of our trade secrets. In addition, should the Company
fail to adequately comply with laws pertaining to its proprietary protection,
the Company may incur additional regulatory compliance costs.

Government Regulation and Approval

Like all businesses, the Company is subject to numerous federal, state and local
laws and regulations, including regulations relating to patent, copyright, and
trademark law matters.

Cost of Compliance with Environmental Laws

The Company currently has no costs associated with compliance with environmental
regulations, and does not anticipate any future costs associated with
environmental compliance; however, there can be no assurance that it will not
incur such costs in the future.

Research and Development

Total research and development expenditures were $1,019,411 and $1,176,222 for
the years ended June 30, 2005 and 2004, respectively; a 13% decrease. We
estimate that this resource will require limited growth as the Company continues
to improve their New C-Store and Supply Chain Profit Link in the next fiscal
year.

Reports to Security Holders

The Company 1is subject to the informational requirements of the Securities
Exchange Act of 1934. Accordingly, it files annual, quarterly and other reports
and information with the Securities and Exchange Commission. You may read and

7

copy these reports and other information at the Securities and Exchange
Commission's public reference rooms in Washington, D.C. and Chicago, Illinois.
The Company's filings are also available to the public from commercial document
retrieval services and the Internet world wide website maintained by the
Securities and Exchange Commission at www.sec.gov.

Employees

As of June 30, 2005, the Company had 32 employees, including 8 software
developers and programmers, 9 sales, marketing and account management employees,
7 software service and support employees and 8 accounting and administrative
employees. All of these employees work for the Company on a full time basis. The
employees are not represented by any labor union.

Item 2. Description of Properties

The principal place of business operations is 333 Main Street, Park City, Utah.
The Company leases approximately 9,500 square feet at this location, consisting
primarily of office and storage areas. The Company is currently investigating
other locations.

Item 3. Legal Proceedings

10
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None

Item 4. Submission of Matters to a Vote of Security Holders

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)

PART IT
Item 5. Market for Common Equity and Related Stockholder Matters

To date, the Company has not paid dividends on common stock. The payment of
dividends, if any, is within the discretion of the Board of Directors and will
depend upon earnings, capital requirements and financial condition, and other
relevant factors. See "Management's Discussion and Analysis of Financial
Condition and Results of Operation." The Board does not intend to declare any
dividends in the foreseeable future, but instead intends to retain all earnings,
if any, for use in operations.

Share Price History

Common stock (the "Common Stock") is traded in the over-the-counter market in
what is commonly referred to as the "Electronic" or "OTC Bulletin Board" or the
"OTCBB" under the trading symbol "PKCY." The following table sets forth the high
and low bid information of the Common Stock's closing price for the periods
indicated. The price information contained in the table was obtained from
internet sources considered reliable. Note that such over-the-counter market
quotations reflect inter-dealer prices, without retail mark-up, markdown or
commission and the quotations may not necessarily represent actual transactions
in the Common Stock.

Fiscal Year 2004 Low High
September 30, 2003 $0.03 $0.07
December 31, 2003 50.02 $0.05
March 31, 2004 $0.04 $0.17
June 30, 2004 $0.07 $0.14

Fiscal Year 2005

September 30, 2004 $0.05 $0.08
December 31, 2004 50.04 $0.09
March 31, 2005 $0.04 $0.08
June 30, 2005 $0.02 $0.05

Holders of Record

At October 12, 2005 there were 2,369 holders of record of Common Stock and
shares issued and outstanding of 282,853,935. The number of holders of record
and shares issued and outstanding was calculated by reference to the stock

11
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transfer agent's books.

Purchases of Equity Securities by the Small Business Issuer and Affiliated
Purchasers

None
Equity Compensation Plan Information
Equity Compensation Plan Information
Number of securit

remaining availabl
future issuance u

Number of securities to Weighted-average equity compensat
be issued upon exercise exercise price of plans (excludin
of outstanding options, outstanding options, securities reflect
warrants and rights warrants and rights column (a))
Plan category (a) (b) (c)

Equity compensation plans

approved by security

holders 0 0 0
Equity compensation plans

not approved by security

holders 5,446,512 $0.0573 2,553,488
Total 5,446,512 $0.0573 2,553,488
9

The Company has several different Equity Compensation Plans in effect at this
time. These include the following

o In August 2003 the Company authorized 2,000,000 options for
distribution to the employees. These options had a strike
price of $0.05

o In August 2003 the Company authorized 2,000,000 options for
distribution to the senior management. These options had a
strike price of $0.03

o In September of 2005 the Company authorized to pay Senior
Management 3 options for every share purchased at $.07 for one
year. Starting October of 2006 Senior Management will get 2
options for every share purchased from the Company at market
price or $.07 which ever is higher.

Issuance of Securities

We issued shares of our common stock in unregistered transactions during 2005.
All of the shares of common stock issued were issued in non registered
transactions in reliance on Section 4(2) of the Securities Act of 1933, as
amended (the "Securities Act"). We report share issued on a quarterly bases. The
shares of common stock issued subsequent to March 31, 2005 shares of common
stock were issued as follows:

o In June 2005 2,386,113 shares were issued to employees in lieu
of cash compensation.

o In June 2005 1,763,799 shares were issued to management in
lieu of cash compensation.

o In July 2005 66,000 shares were issued for consulting

12
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services.

o In July 2005 155,750 shares were issued per anti-dilution
agreement with the CEO.

o In August 2005 134,411 shares were issued to an employee in

lieu of cash compensation.

Item 6. Management's Discussion and Analysis of Financial Condition and
Results of Operation

The following discussion and analysis provides information that management
believes is relevant to an assessment and understanding of the consolidated
results of operations and financial condition. The terms "Company", "we", "our"
or "us" are used in this discussion to refer to Park City Group, Inc. (formerly
Fields Technologies, Inc.) along with Park City Group, Inc.'s wholly owned
subsidiary, Fresh Market Manager, LLC, on a consolidated basis, except where the
context clearly indicates otherwise.

Overview

The principal business is the design, development, marketing and support of
proprietary software products along with ongoing operational consulting
practice. These software products are designed to be used in retail and grocery
businesses having multiple locations by assisting individual store locations and
corporate management with managing daily business operations and communicating
results of those operations in a timely manner.

Through June 30, 2005 the Company has accumulated aggregate consolidated losses
totaling $20,566,203 which includes net losses of $3,408,037 and $675,243 for
the years ended June 30, 2005, and 2004, respectively.

Management's Discussion and Analysis

Years Ended June 30, 2005 and 2004

During the year ended June 30, 2005, the Company had total revenues of
$3,631,812 compared to $6,029,823 in 2004, a 40% decrease. Software license
sales were $479,615 and $3,245,557 for 2005 and 2004, respectively, an 85%
decrease. This decrease was primarily attributable to the postponement of large
sales for Fresh Market Manager at fiscal year end. One customer did sign their
agreement in July 2005 for $3,000,000 in licenses as well as $500,000 in
consulting services and $75,000 for one year exclusivity rights for the Point of
Purchase Display manufacturing industry, and $100,000 for the first right of
refusal on stock offers through December 2005, and then six months of First
Right of Offer for company offered stock sales. Maintenance and ASP revenues
increased by 6% over 2004, primarily from the increase in ASP sales agreements.
Consulting revenue increased by 44% to $735,522 for 2005, compared to $509, 928
for 2004. This increase is primarily attributable to ongoing operational
consulting services for Fresh Market Manager customers and the successful launch
of our new financial services operational consulting services products. The
Company expects maintenance and support revenue for the year ending June 30,

10

2006 to be increase over 2005. Some customers may discontinue maintenance
agreements, but maintenance agreements with new customers should replace

13
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discontinuing customers, and may result in a similar growth in maintenance
revenue.

Deferred revenue was $883,425 and $1,111,915 at June 30, 2005 and 2004,
respectively, a decrease of 20%.

Research and development expenses were $1,019,411 and $1,176,222 for 2005 and
2004, respectively, a 13% decrease. This decrease is primarily because both the
Fresh Market Manager and Action Manager products have reached a mature
development state. Research and development costs continue for both products for
enhancements and upgrades as well as the development of Supply Chain Profit
Link, C-Store Manager and two other products the Company plans to launch in
FY2006.

Sales and marketing expenses were $1,337,318 and $1,158,411 for 2005 and 2004,
respectively, a increase of 16%. This increase is primarily attributable to
employment of Jim Horton as President and COO to develop the sales organization.
During the current fiscal year the Company developed several strategic sales
channels that are headed up by commissioned alliance partners. The company
recognized approximately $456,000 in sales during the current fiscal year
included in license and professional services revenue.

General and administrative expenses were $2,055,940 and $1,672,650 for 2005 and
2004, respectively, a 23% increase. This increase was driven primarily from the
increase of reserves for bad debt including the write off of $307,500 for one
customer for non payment.

Interest expense was $1,178,454 and $1,540,417 for 2005 and 2004, respectively,
a 24% decrease. This decrease was primarily attributed to the conversion of a
bridge loan from directors.

The gain on forgiveness of debt in 2004 is attributable to certain bridge note
holders, including an officer and directors, agreeing to cancel certain amounts
payable to them pursuant to the terms of the Bridge Note C agreements.

Financial Position, Liquidity and Capital Resources

The Company had $209,670 in cash at June 30, 2005 compared with $312,817 at June
30, 2004, a decrease of $103,147. Working capital deficit at June 30, 2005
increased to $4,994,269, compared to $587,977 at June 30, 2004. The increase in
the working capital deficit is principally attributable to the upcoming maturity
dates on the notes payable to Whale Investments, as well as an increase in the
related party line of credit with Riverview. Subsequent to year end, the Company
was able to pay off the entire Whale Investment note of $2,000,000, and $350,000
of the Riverview operating line of credit.

During the year ended June 30, 2005 the operations of the Company used $794,318
of cash, compared to operations providing $62,264 of cash in 2004.

The company focused on developing several strategic sales channels in FY2005.
The primary focuses are, Large Grocery Chains, Medium Grocery Chains, Large
C-Store Chains, Medium C-Store Chain, Specialty Retailers through Alliance
Partners, Financial Services and Call Center operations, and Perishable and Non
Perishable Product Manufacturers. Each of these channels has a Senior Executive
responsible for the development of the channel. In addition the Company has
entered into agreements with the Alliance Partners and independent commissioned
sales personnel as needed to facilitate introductions and relationships within
the channel.

In addition to our channel focus, the Company subsequent to June 30, 2005,
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entered into a license agreement with IMI as disclosed in our 8-K filing on
August 15, 2005. Although there is no certainty, the Company believes that this
working relationship with the operating companies has significant potential for
revenue generation. Joint management operating meetings will be conducted later
to discuss future business opportunities

We expect that these channels will take 12 to 18 months to initiate and expect
to start seeing results in QlFY2006, although no assurance of positive results
from these strategic sales channels can be given. Our working capital and other
capital requirements for the foreseeable future will vary based upon a number of
factors, including: (i) changes in the software industry and environment which
may require additional modifications to our software and platforms; (ii) the
pace at which our products are accepted by and sold into the market and the
related sales and marketing effort and support requirements, and (iii) changes
in existing financing arrangements. The Company is pursuing opportunities to
sell its ActionManager and Fresh Market Manager products through alliances with
other software vendors (CRS Retail Systems) and companies (Kurt Salmon
Associates) selling to the retail industry. This selling strategy is dependent
on successfully establishing these alliances and the efforts of the other
companies.

To date, the Company has financed its operations through operating revenues,
loans from directors, officers and stockholders, loans from the CEO and majority
shareholder, and private placements of equity securities. The Company has been
constrained by not having a desirable level of working capital. Although the
Company anticipates that it will meet its working capital requirements primarily
through increased revenue, while controlling and controlling costs and expenses,
no assurances can be given that the Company will be able to meet its working
capital requirements. Should the Company desire to raise additional equity or
debt financing, there are no assurances that the Company could do so on
acceptable terms.

11

Inflation
The impact of inflation may cause retailers to slow spending in the technology
area, which could have an impact on company sales.

Risk Factors

The Company is subject to certain other risk factors due to the organization and
structure of the business, the industry in which it competes and the nature of
its operations. These risk factors include the following:

Risk Factors Related to the Company's Operations

Continued net losses could impair the ability to raise capital.

The Company cannot accurately predict future revenues. The future marketing
strategy emphasizes sales activities for the Fresh Market Manager and
ActionManager applications, in the sales channels of Grocery, C-Store, Specialty
Retail, Financial Service and Food Manufactures. If this marketing strategy
fails, revenues and operations will be negatively affected. All Park City Group
applications are designed to be highly flexible so that they can work in diverse
business environments There is no assurance that the markets will accept the
Park City Group applications in proportion to the increased marketing of these
product lines, although current business activity might suggest that the market
opportunity and acceptance of the Park City Group applications are positive. The
Company may face significant competition that may negatively affect demand for
the Park City Group applications. This includes the public's preference for
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competitor's new product releases or updates over the Company's releases or
updates. The company is focusing our marketing effort on the development of the
new expanded sales channels, this will be increasing our marketing and
operational costs.

There can be no assurance that the Company will be able to generate significant
revenues or that it will achieve or maintain profitability, or generate revenues
from operations in the future. Management believes that success will depend upon
the ability to generate and retain new customers, which cannot be assured, and
in many circumstances, may be beyond the Company's control. The ability to
generate sales will depend on a variety of factors, including:

o Sales and marketing efforts as well as the co-marketing
efforts of strategic partners,

The success of the new strategic sales channels

The length of the sales cycle for our products

The reliability and cost-effectiveness of services, and
Customer service and support.

O O O O

The Company faces competition from existing and emerging technologies that may
affect our profitability. The markets for our type of software products and that
of our competitors are characterized by: (i) Development of new software,

software solutions, or enhancements that are subject to constant change, (ii)
Rapidly evolving technological change, (iii) Unanticipated changes in customer
needs.

Because these markets are subject to such rapid change, the life cycle of the
products is difficult to predict; accordingly, the Company is subject to
following risks:

o Whether or how the Company will respond to technological
changes in a timely or cost-effective manner,
o Whether the products or technologies developed by competitors

will render the products and services less attractive to
potential buyers or shorten the life cycle of the Company's
products and services, and

o Whether products and services will achieve and sustain market
acceptance.

If the Company is unable to adapt to the constantly changing markets and to
continue to develop new products and technologies to meet customers' needs,
revenues and profitability will be negatively affected. Future revenues are
dependent on the successful development and licensing of new and enhanced
versions of the products and potential product offerings. If the Company fails
to successfully upgrade existing products and develop new products or the
product upgrades and new products do not achieve market acceptance, revenues
will be negatively impacted.

Operating results may fluctuate, which makes it difficult to predict future
performance.

Management expects a portion of the revenue stream to come from license sales,
maintenance and services charged to new customers, which will fluctuate in
amounts because software sales to retailers tend to be cyclical in nature. In
addition, the Company may potentially experience significant fluctuations in
future operating results caused by a variety of factors, many of which are
outside of its control, including:

o Demand for and market acceptance of new products,

o Introduction or enhancement of products and services by the
Company or its competitors,

o Capacity utilization,
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o Technical difficulties, system downtime,
12

o Fluctuations in data communications and telecommunications
costs,

o Maintenance subscriber retention,

o The timing and magnitude of capital expenditures and
requirements,

o Costs relating to the expansion or upgrading of operations,
facilities, and infrastructure,

o Changes in pricing policies and those of competitors,

o Changes in regulatory laws and policies, and

o General economic conditions, particularly those related to the

information technology industry.

Because of the foregoing factors, Management expects future operating results to
fluctuate. As a result of such fluctuations, it will be difficult to predict
operating results. Period-to-period comparisons of operating results are not
necessarily meaningful and should not be relied upon as an indicator of future
performance. In addition, a relatively large portion of the Company's expenses
will be relatively fixed in the short-term, particularly with respect to
facilities and personnel. Therefore, future operating results will be
particularly sensitive to fluctuations in revenues because of these and other
short-term fixed costs.

Some competitors are larger and have greater financial and operational resources
that may give them an advantage in the market. Many of the Company's competitors
are larger and have greater financial and operational resources. This may allow
them to offer better pricing terms to customers in the industry, which could
result in a loss of potential or current customers or could force the Company to
lower prices. Any of these actions could have a significant effect on revenues.
In addition, the competitors may have the ability to devote more financial and
operational resources to the development of new technologies that provide
improved operating functionality and features to their product and service
offerings. If successful, their development efforts could render the Company's
product and service offerings less desirable to customers, again resulting in
the loss of customers or a reduction in the price the Company can demand for our
offerings.

The Company needs to hire and retain qualified personnel to sustain its
business. The Company 1is currently managed by a small number of key management
and operating personnel. There are no employment agreements with most of the
employees. Future success depends, in part, on the continued service of key
executive, management, and technical personnel, some of whom have only recently
been hired, and the ability to attract highly skilled employees. If key officers
or employees are unable or unwilling to continue in their present positions,
business could be harmed. From time to time, the Company has experienced, and
expects to continue to experience, difficulty in hiring and retaining highly
skilled employees. Competition for employees in the industry 1is intense. If the
Company is unable to retain key employees or attract, assimilate or retain other
highly qualified employees in the future, it may have a material adverse effect
on the business and results of operations.

The Company is dependent on the continued participation of certain key
executives and personnel to effectively execute its business plan and strategies
and must effectively integrate its management team. The business is dependent on
the continued services of its founder and Chief Executive Officer, Randall K.
Fields. Should the services of Mr. Fields be lost, operations will be negatively
impacted. The Company currently maintains three key man insurance policies on
Mr. Fields life in the amount of $10,000,000 each. The beneficiary of each

17



Edgar Filing: PARK CITY GROUP INC - Form 10KSB/A

policy is (1) to the Fields Trust, (2) to Park City Group, Inc. and (3) to the
Fields Trust. The third policy is a new policy which will replace the first
policy as soon as all contingencies and waiting periods have been removed from
the new policy. The loss of the services of Mr. Fields would have a materially
adverse effect on the business.

The Company depends on the ability of its management team to effectively execute
its business plan and strategies. During the last year, key executives have had
to forgo a portion of their salary, and as such are at risk for their continued
commitment. If the management group is unable to effectively integrate its
activities, or if the Company is unable to integrate new employees into its
operations, its business plan and strategies will not be effectively executed
and operations could suffer.

The business is currently dependent on a limited customer base; should any of
these customer accounts be lost, revenues will be negatively impacted. The
Company expects that existing customers will continue to account for a
substantial portion of total revenues in future reporting periods. The ability
to retain existing customers and to attract new customers will depend on a
variety of factors, including the relative success of marketing strategies and
the performance, quality, features, and price of current and future products.
Accordingly, 1if customer accounts are lost or customer orders decrease, revenues
and operating results will be negatively impacted. The company has experienced
the loss of long term maintenance customers due to the high reliability of the
product, and in some cases, the customer deciding to replace Park City Group
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applications. The company continues to focus on these long term clients to
provide new functionality and applications to meet their business needs. The
company also expects to lose some maintenance revenue due to consolidation of
industries or customer operational difficulties that lead to their reduction of
size. In addition, future revenues will be negatively impacted if the Company
fails to add new customers that will make purchases of its products and
services.

The Company may be unable to raise necessary funds for operations.

The Company anticipates that we need to raise additional funds to meet cash flow
and capital requirements. In the past, the Company has frequently experienced
cash flow shortages because not enough cash has been generated from operations
to cover expenses. Raising additional funds will be necessary to meet capital
needs. There can be no assurance that such financing will be available in
amounts or on acceptable terms, if at all. Further, the lack of tangible assets
to pledge could prevent the Company from establishing debt-based sources of
financing. The inability to raise necessary funding would adversely affect the
ability to successfully implement the business plan. There can be no assurance
that the Company will be able to obtain additional financing to meet the current
or future requirements on satisfactory terms, if at all. Failure to obtain
sufficient capital could materially adversely affect the business and results of
operations.

The Company faces risks associated with proprietary protection of its software.
The Company's success depends on its ability to develop and protect existing and
new proprietary technology and intellectual property rights. It seeks to protect
its software, documentation and other written materials primarily through a
combination of patents, trademark, and copyright laws, confidentiality
procedures and contractual provisions. While the Company has attempted to
safeguard and maintain its proprietary rights, there are no assurances there it
will be successful in doing so. Competitors may independently develop or patent
technologies that are substantially equivalent or superior.
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Despite efforts to protect proprietary rights, unauthorized parties may attempt
to copy aspects of the Company's products or obtain and use information regarded
as proprietary. Policing unauthorized use of the Company's products is
difficult. While the Company is unable to determine the extent to which piracy
of its software exists, software piracy can be expected to be a persistent
problem, particularly in foreign countries where the laws may not protect
proprietary rights as fully as the United States. The Company can offer no
assurance that its means of protecting its proprietary rights will be adequate
or that its competitors will not reverse engineer or independently develop
similar technology.

The Company incorporates third party software providers' licensed technologies
into its products; the loss of these technologies may prevent sales of its
products or lead to increased costs. The Company now licenses, and in the future
will license, technologies from third party software providers that are
incorporated into its products. The loss of third-party technologies could
prevent sales of products and increase costs until substitute technologies, if
available, are developed or identified, licensed and successfully integrated
into the products. Even if substitute technologies are available, there can be
no guarantee that the Company will be able to license these technologies on
commercially reasonable terms, if at all.

The Company may discover software errors in its products that may result in a
loss of revenues or injury to its reputation. Non-conformities or bugs
("errors") may be found from time to time in the existing, new or enhanced
products after commencement of commercial shipments, resulting in loss of
revenues or injury to the Company's reputation. In the past, the Company has
discovered errors in its products and, as a result, has experienced delays in
the shipment of products. Errors in its products may be caused by defects in
third-party software incorporated into the products. If so, these defects may
not be able to be fixed without the cooperation of these software providers.
Since these defects may not be as significant to the software provider as they
are to the Company, it may not receive the rapid cooperation that may be
required. The Company may not have the contractual right to access the source
code of third-party software and, even if it does have access to the source
code, it may not be able to fix the defect. Since its customers use its products
for critical business applications, any errors, defects or other performance
problems could result in damage to the customers' business. These customers
could seek significant compensation from the Company for their losses. Even if
unsuccessful, a product liability claim brought against the Company would likely
be time consuming and costly.

The Company's officers and directors serve as officers and directors of other
corporations and have ownership interests in other corporations; conflicts of
interest may arise which are not resolved in the Company's favor and which may
negatively impact its operations and financial condition.

The officers and directors are in a position to control their own compensation
and to approve dealings by the Company with other entities with which these
principals are also involved. For example, if a company affiliated with one of
the directors were to be considered as a possible strategic alliance, the
director would have a conflict of interest in negotiating the most favorable
ter