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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

FORM 8-K/A
 Amendment No. 1

 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934
 

November 16, 2017
Date of Report (date of earliest event reported)

 

NOVUME SOLUTIONS, INC.
(Exact name of Registrant as specified in its charter)

 

   
Delaware 000-55833 81-56266334

(State or other jurisdiction of
incorporation or organization)

(Commission
File Number)

(I.R.S. Employer
Identification Number)

 

14420 Albemarle Point Place, Suite 200,
Chantilly, VA 20151

(Address of principal executive offices)
 

(703) 953-3838
(Registrant’s telephone number, including area code)

 

(Former name or former address, if changed since last report)
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 

Indicate by check mark whether the registrant is an emerging growth company as defined in in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter)
or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
 

Emerging growth company ☐
If an emerging growth company, indicate by checkmark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
 
This Current Report on Form 8-K/A (this "Amendment") is being filed to include disclosures that amend and supplement thos disclosures made by Novume
Solutions, Inc. (the "Company") in its Current Report on Form 8-K (the "Original Form 8-K") file with the Securities and Exchange Commission on November 20,
2017.  The financial statements described in Item 9.01 below should be read in conjunction with the Original Form 8-K and this Amendment
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Item 1.01 Entry into a Material Definitive Agreement.
 

Merger Agreement
 

On November 16, 2017, Novume Solutions, Inc., a Delaware corporation (“ Novume” or the “Company”), entered into an Agreement and Plan of Merger
(the “Merger Agreement”) by and among Novume, NeoSystems Holding, LLC, a Delaware limited liability company and wholly owned subsidiary of Novume
(“Merger Sub”), NeoSystems HoldCo, Inc., a Virginia corporation (“ NeoSystems HoldCo”), NeoSystems LLC, a Virginia limited liability company and a wholly
owned subsidiary of NeoSystems HoldCo (“NeoSystems”), Robert W. Wilson, Jr., in his personal capacity, Michael Tinsley, in his personal capacity (Messrs.
Wilson and Tinsley, collectively, the “Key Holders”) and Michael Tinsley, in his capacity as the representative of each shareholder of NeoSystems Holdco that
has not demanded and perfected appraisal rights under the Virginia Stock Corporation Act (the “Participating Stockholders”). Pursuant to the Merger Agreement,
Novume will acquire NeoSystems through a forward merger, whereby NeoSystems HoldCo will merge with and into Merger Sub, with Merger Sub as the
surviving entity and the sole holder of NeoSystems (the “Merger”).

 
This Amendment amends the Original Form 8-K filed on November 20, 2017 to provide, as required by Items 9.01, the audited annual and unaudited

interim financial statements of NeoSystems and the unaudited pro forma condensed consolidated financial informatino related to the NeoSystems anticipated
acquisition.
 
Item 9.01 Financial Statements and Exhibits.
 

The following audited financial statements are attached hereto as Exhibit 99.1:

● Report of RSM US LLP Independent Auditors

● The balance sheets of NeoSystems as of December 31, 2016 and 2015

● The statements of operations of NeoSystems for the years ended December 31, 2016 and 2015

● The statement of stockholders’ equity of NeoSystems for the years ended December 31, 2016 and 2015

● The statement of cash flows of NeoSystems for the years ended December 31, 2016 and 2015

● Notes to financial statements of NeoSystems
 
(d) Exhibits
 

Exhibit
No.  Description

23.1  Consent of RSM US LLP, Independent Auditors
99.1  Audited Financial Statements of NeoSystems, Corp
99.2  Unaudited Pro Forma Financial Information of Novume Solutions, Inc. giving effect to the anticipated acquisition of NeoSystems, Corp.
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SIGNATURES
 

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

NOVUME SOLUTIONS, INC.
 

By:              /s/ Robert A. Berman
Name:         Robert A. Berman
Title:           Chief Executive Officer

                                                                                                                    Date:           November 28, 2017
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Independent Auditor’s Report
 
 
To the Stockholders
NeoSystems, Corp.
Tysons Corner, Virginia
 
 
Report on the Financial Statements
We have audited the accompanying financial statements of NeoSystems, Corp., which comprise the balance sheets as of December 31, 2016 and 2015, and the
related statements of operations, stockholders’ equity and cash flows for the years then ended, and the related notes to the financial statements.
 
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally accepted in
the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.
 
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
 
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of NeoSystems, Corp. as of December 31,
2016 and 2015, and the results of its operations and its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.
 
 
/s/ RSM US LLP
McLean, Virginia
 

April 26, 2017
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NeoSystems, Corp.
 
Balance Sheets
December 31, 2016 and 2015
  2016   2015  
Assets       
Current assets:       

Cash and cash equivalents  $ 2,662,891  $ 6,163,998 
Accounts receivable, net   5,540,963   7,532,506 
Note receivable, net   206,930   204,683 
Prepaid software licenses and maintenance   231,225   387,676 
Prepaid expenses and other current assets   591,040   114,440 

Total current assets   9,233,049   14,403,303 
Property and equipment, net   3,643,631   3,897,095 
Other assets   614,184   590,713 

Total assets  $ 13,490,864  $ 18,891,111 

Liabilities and Stockholders’ Equity         
Current liabilities:         

Notes payable, current portion  $ 4,491,941  $ 620,180 
Capital lease obligations, current portion   110,227   172,084 
Accounts payable and accrued expenses   844,229   1,156,742 
Accrued compensation, benefits and related liabilities   1,960,985   3,315,574 
Deferred revenue   297,847   117,604 

Total current liabilities   7,705,229   5,382,184 
Long-term liabilities:         

Notes payable, net of current portion, discount and net deferred charges   177,352   4,695,888 
Capital lease obligations, net of current portion   -   109,388 
Derivative liability   471,470   1,278,038 
Deferred compensation liability   266,223   319,969 
Deferred tax liability   383,645   1,533,768 
Deferred rent   2,032,189   2,219,031 

Total long-term liabilities   3,330,879   10,156,082 
Total liabilities   11,036,108   15,538,266 

Stockholders’ equity:         
Series A preferred stock, $.001 par value, 778,432 shares authorized, 521,962 shares issued and outstanding   522   522 
Common stock, no par value, 7,000,000 shares authorized, 3,507,419 and 3,499,919 shares issued and outstanding in
2016 and 2015, respectively   3,427,654   3,218,768 
Additional paid-in capital   1,250,383   1,136,716 
Accumulated deficit   (2,223,803)   (1,003,161)

Total stockholders’ equity   2,454,756   3,352,845 
Total liabilities and stockholders’ equity  $ 13,490,864  $ 18,891,111 

 
See notes to financial statements.
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NeoSystems, Corp.
 
Statements of Operations
Years ended December 31, 2016 and 2015
 
  2016   2015  
Revenue  $ 29,821,204  $ 40,503,491 
Cost of sales:         

Service labor   9,524,671   12,668,563 
Other cost of sales   2,134,675   3,014,352 

Total cost of sales   11,659,346   15,682,915 
Gross margin   18,161,858   24,820,576 

Selling, general and administrative expenses   20,256,251   20,667,945 
(Loss) income from operations   (2,094,393)   4,152,631 

Gain (loss) on fair value derivative liability   806,568   (230,589)
Other income   25,077   40,483 
Interest expense   (1,229,479)   (1,340,708)

(Loss) income before income taxes   (2,492,227)   2,621,817 
Income tax benefit (expense)   1,385,252   (1,337,514)

Net (loss) income  $ (1,106,975)  $ 1,284,303 

See notes to financial statements.
 

  F-4

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 
 
 

NeoSystems, Corp.
 
Statements of Stockholders’ Equity
Years ended December 31, 2016 and 2015
 
  Series A Preferred Stock   Common Stock           

  Shares   Amount   Shares   Amount   

Series A
Additional

Paid-in
Capital   

Accumulated
Deficit   

Total
Stockholders’

Equity  
Balance, December 31, 2014   521,962  $ 522   3,435,426  $ 2,979,968  $ 1,032,812  $ (2,183,560)  $ 1,829,742 

Accretion of preferred stock to redemption
value   -   -   -   -   103,904   (103,904)   - 

Exercise of stock options   -   -   64,493   63,516   -   -   63,516 
Stock based compensation   -   -   -   175,284   -   -   175,284 
Net income   -   -   -   -   -   1,284,303   1,284,303 

Balance, December 31, 2015   521,962   522   3,499,919   3,218,768   1,136,716   (1,003,161)   3,352,845 
Accretion of preferred stock to redemption

value   -   -   -   -   113,667   (113,667)   - 
Exercise of stock options   -   -   7,000   9,280   -   -   9,280 
Stock based compensation   -   -   -   199,606   -   -   199,606 
Net loss   -   -   -   -   -   (1,106,975)   (1,106,975)

Balance, December 31, 2016   521,962  $ 522   3,506,919  $ 3,427,654  $ 1,250,383  $ (2,223,803)  $ 2,454,756 

See notes to financial statements.
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NeoSystems, Corp.
 
Statements of Cash Flow
Years ended December 31, 2016 and 2015
 
  2016   2015  
Cash flows from operating activities:       

Net (loss) income  $ (1,106,975)  $ 1,284,303 
Adjustments to reconcile net (loss) income to net cash         

(used in) provided by operating activities:         
(Gain) loss on fair value of derivative liability   (806,568)   230,589 
Reduction of note receivable in exchange for subscription services   47,753   - 
Bad debt (recoveries) expense   (120,119)   35,302 
Paid-in-kind interest   83,369   92,811 
Amortization of debt discount and deferred charges   511,746   620,004 
Depreciation and amortization   1,116,075   924,509 
Deferred rent   (186,842)   263,176 
Deferred income taxes   (1,150,123)   1,012,202 
Stock based compensation   199,606   175,284 
Changes in operating assets and liabilities:         

(Increase) decrease in assets:         
Accounts receivable   2,061,662   (1,943,424)
Prepaid software licenses and maintenance   156,451   154,379 
Prepaid expenses and other current assets   (476,600)   105,318 
Other assets   3,874   (85,727)

Increase (decrease) in liabilities:         
Accounts payable and accrued expenses   (312,513)   65,156 
Accrued compensation, benefits and related liabilities   (1,354,589)   888,283 
Deferred compensation liability   (53,746)   (58,404)
Deferred revenue   180,243   (35,423)

Net cash (used in) provided by operating activities   (1,207,296)   3,728,338 
Cash flows from investing activities:         

Payments received on note receivable   -   9,929 
Contributions to life insurance policy assets   (27,347)   (26,967)
Purchase of property and equipment   (862,609)   (1,867,828)

Net cash used in investing activities   (889,956)   (1,884,866)
Cash flows from financing activities:         

Exercise of stock options  $ 9,280  $ 63,516 
Principal payments on notes payable   (1,241,890)   (595,434)
Principal payments on capital lease obligations   (171,245)   (209,571)

Net cash used in financing activities   (1,403,855)   (741,489)
Net (decrease) increase in cash   (3,501,107)   1,101,983 

Cash and cash equivalents:         
Beginning   6,163,998   5,062,015 
Ending  $ 2,662,891  $ 6,163,998 

Supplemental disclosures of cash flow information:         
Cash paid during year for interest  $ 919,276  $ 950,361 

Cash paid during the year for taxes  $ -  $ 135,000 

Supplemental schedule of noncash investing and financing activities:         
Accretion of redemption value on Series A preferred stock  $ 113,667  $ 103,904 

See notes to financial statements
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NeoSystems, Corp.
 
Notes to Financial Statements
 
 

Note 1. Nature of Business and Significant Accounting Policies
 

Nature of organization: NeoSystems, Corp. (NeoSystems or the Company) was incorporated in the Commonwealth of Virginia on January 28, 2003, and
provides full-scope, on-site, business accounting services to companies contracting with the federal government as well as companies within other industries.
NeoSystems is headquartered in Tysons Corner, Virginia.
 
A summary of the Company’s significant accounting policies follows:
 
Cash and cash equivalents: The Company considers highly liquid debt investments with an original maturity of less than three months to be cash equivalents.
 
The Company places its cash and cash equivalents on deposit with financial institutions in the United States. The Federal Deposit Insurance Corporation (FDIC)
covers $250,000 for substantially all depository accounts. The Company from time to time may have amounts on deposit in excess of the insured limits.
 
Accounts receivable: Accounts receivable are stated at the amount management expects to collect from balances outstanding at year-end. Unbilled
receivables are included in accounts receivable and include invoices that were billed subsequent to year-end.
 
The Company bases its allowance for doubtful accounts on a review of current outstanding receivables, historical collection information on its receivables, and
existing economic conditions. The Company provides for the amounts of receivables estimated to become uncollectible in the future by maintaining an allowance
for doubtful accounts. This allowance was $299,865 and $320,484 at December 31, 2016 and 2015, respectively. Accounts receivable are written off when
deemed uncollectible.
 
Billed accounts receivable are considered past due if the invoice has been outstanding more than 30 days. The Company does not charge interest on past due
amounts.
 
Prepaid software licenses and maintenance: The Company purchases software licenses and maintenance on behalf of their clients as part of their service
offerings. The costs associated with these licenses and maintenance agreements are amortized to direct costs over the license or maintenance period.
 
Property and equipment: Property and equipment is stated at cost less accumulated depreciation and amortization. Depreciation and amortization of property
and equipment is computed using the straight-line method over estimated useful lives ranging from three to seven years. Amortization of leasehold
improvements is computed using the straight-line method over the shorter of the estimated useful lives of the assets or the term of the related lease.
Amortization of equipment under capital lease obligations is computed using the straight-line method over the lesser of the lease term or the useful life of the
equipment.
 
Deferred charges: Deferred charges are financing fees being amortized using an effective interest rate method over the life of the related loan. Amortization
expense was $284,912 and $322,468 for the years ended December 31, 2016 and 2015, respectively.
 
Life insurance policies: The Company is the beneficiary of life insurance policies on certain executives. The cash surrender value of these policies totaled
$532,334 and $504,987 for the years ended December 31, 2016 and 2015, respectively, and is included in other assets on the balance sheets.
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Note 1.          Nature of Business and Significant Accounting Policies (Continued)
 

Deferred rent: The Company recognizes the total cost of its operating leases ratably over the lease term. The difference between rent payments and rent
expense is reflected as deferred rent on the balance sheets.
 
Income taxes: Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amount of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be recovered in income. Deferred tax assets are reduced by a
valuation allowance if it is more likely than not that the tax benefits will not be realized.
 
Management has evaluated all other tax positions that could have a significant effect on the financial statements and determined the Company had no uncertain
income tax positions at December 31, 2016. The Company is no longer subject to U.S. federal or state and local tax examinations by tax authorities for years
before 2013.
 
The Company recognizes interest accrued related to unrecognized tax benefits in interest expense and penalties in selling, general and administrative expenses.
During the year ended December 31, 2016, the Company did not recognize any such amounts related to interest and penalties.
 
Revenue recognition: The Company recognizes revenue when a contract has been executed, the contract price is fixed and determinable, delivery of the
product or service has occurred, and collectability of the contract price is reasonably assured. The Company performs work under time-and-material and cost
plus fixed fee (CPFF) contracts. Revenue on time-and-material contracts are recognized based upon time (at established rates) and other direct costs incurred.
Revenue on CPFF contracts is recognized based on actual allowable costs plus a fixed fee. Revenue recognized on contracts in excess of related billings is
reflected as unbilled receivables.
 
Use of estimates: In preparing financial statements in conformity with accounting principles generally accepted in the United States of America, management is
required to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the financial statements and revenue and expenses during the reporting period. These estimates include assessing the collectability of accounts
receivable, assessing the useful lives and impairment of assets, and determining the fair value of stock options issued during the year and the fair value of
preferred stock and the derivative liability as of year-end. Estimates and assumptions are reviewed periodically and the effects of revisions are reflected in the
financial statements in the period they are determined to be necessary. Actual results could differ from those estimates.
 
Stock-based compensation expense: The Company accounts for stock-based compensation in accordance with the Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic, Compensation – Stock Compensation, which requires the recognition of the expense related to the fair
value of the stock-based compensation awards within the statements of income. Stock-based compensation expense is recognized for stock-based payments
granted based on the grant date fair value estimated in accordance with the provisions of this topic. The expense is recognized using the straight-line method,
over the requisite service period, estimated to be three years for most option grants. Stock-based compensation expense recognized in the statements of
operations is based on awards ultimately expected to vest, which requires management to estimate forfeitures. This topic requires forfeitures to be estimated at
the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates.
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Note 1.          Nature of Business and Significant Accounting Policies (Continued)
 

The Company uses the Black-Scholes Option-Pricing Model (Black-Scholes model) to value stock-based awards granted. The Company’s determination of the
fair value of stock-based payments on the date of grant using an option-pricing model is affected by the Company’s stock price as well as assumptions regarding
a number of complex and subjective variables. Determining the fair value of stock-based awards at the grant date requires judgment about expected volatility,
terms, and estimating the amount of stock-based awards that are expected to be forfeited. If actual results differ significantly from these estimates, stock-based
compensation expense and the Company’s results of operations could be materially affected.
 
Fair value: The Company records certain liabilities and equity instruments at their fair value. The carrying amounts of the Company’s financial instruments,
including cash, accounts receivable, payables and other current assets approximate fair value due to their short maturities.
 
In accordance with ASC 820, the Company maximizes the use of observable inputs and minimizes the use of unobservable inputs when measuring fair value. In
the absence of actively quoted market prices, the Company uses observable market-based inputs or independently sources parameters to measure fair value.
The Company classifies its assets and liabilities that are carried at fair value in accordance with ASC 820’s three-level hierarchy:
 
Level 1:  Quoted prices (unadjusted) in active markets for identical assets and liabilities

 
Level 2:  Inputs other than quoted prices that are either directly or indirectly observable for the asset or liability

 
Level 3:  Unobservable inputs for the asset or liability, including situations where there is little, if any, market activity for the asset or liability

 
Derivatives: The Company uses an option pricing model to determine the fair value of the derivative liability related to the conversion features included in the
Series A Preferred stock. The Company derives the fair value of the conversion feature using the common stock price, the conversion price of the embedded
stock, the risk-free interest rate, the historical volatility and the Company’s dividend yield. The expected volatility is based on historical volatility of comparable
public companies. The fair value of the conversion feature is classified as Level 3 within the Company’s fair value hierarchy.
 
Convertible equity: The Company accounts for hybrid contracts that feature conversion options in accordance with ASC 815, Derivatives and Hedging
Activities. ASC 815 requires companies to bifurcate conversion options from their host instruments and account for them as freestanding derivative instruments
according to certain criteria. The criteria includes circumstances in which (a) the economic characteristics and risks of the embedded derivative instrument are
not clearly and closely related to the economic characteristics of the host contract, (b) the hybrid instrument that embodies both the embedded derivative and the
host contract is not re-measured at fair value under the applicable generally accepted accounting principles (GAAP) with changes in fair value reporting in
earnings as they occur and (c) a separate instrument with the same terms as the embedded derivative instrument would be considered a derivative instrument.
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Note 1.          Nature of Business and Significant Accounting Policies (Continued)
 

Conversion options that contain variable settlement features such as provisions to adjust the conversion price upon subsequent issuances of equity or equity
linked securities at exercise prices more favorable than the feature in the hybrid contract generally result in their bifurcation from the host instrument. The
Company accounts for convertible instruments, when the Company has determined that the embedded conversion options should be bifurcated from their host
instrument, in accordance with ASC 815. Under ASC 815, a portion of the proceeds received upon the issuance of the hybrid contracts are allocated to the fair
value of the derivative. The derivative is subsequently marked to market at each reporting date based on current fair value with the changes in fair value
reported in results of operations.
 
Recent accounting pronouncements: In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue From Contracts With Customers
(Topic 606), requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to customers.
Additionally, there have been various updates issued in 2015 and 2016 to clarify the guidance in ASC Topic 606. The updated standard will replace most
existing revenue recognition guidance in GAAP when it becomes effective and permits the use of either a full retrospective or retrospective with cumulative
effect transition method. The updated standard becomes effective for the Company in the first quarter of fiscal year 2019. The Company has not yet selected a
transition method and is currently evaluating the effect that the updated standard will have on the financial statements.
 
In August 2014, the FASB issued ASU 2014-15, Presentation of Financial Statements—Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an
Entity’s Ability to Continue as a Going Concern. ASU 2014-15 explicitly requires management to evaluate, at each annual or interim reporting period, whether
there are conditions or events that exist which raise substantial doubt about an entity’s ability to continue as a going concern and to provide related disclosures.
The Company adopted ASU 2014-15 in 2016. The adoption of ASU 2014-15 did not have a material effect on the Company’s financial statements or disclosures.
 
In April 2015, the FASB issued ASU 2015-03, Interest – Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs . This ASU
requires the debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that
debt liability consistent with debt discounts. This guidance does not apply to the lines of credit, accordingly the FASB would not object to presenting the deferred
issuance costs related to a line of credit as an asset. The Company adopted ASU 2015-03 retrospectively in 2016 and has therefore classified debt net of the
deferred charges in 2016 and 2015.
 
In November 2015, the FASB issued ASU 2015-17, Income Taxes (Topic 740): Balance Sheet Classification of Deferred Taxes , which requires that deferred tax
liabilities and assets be classified as noncurrent in a classified statement of financial position. The Company adopted this standard in 2016 and has presented all
deferred tax liabilities as long term in 2016 and 2015.
 
In February 2016, the FASB issued ASU 2016-02, Leases (FASB Topic 842), which will update the existing guidance on accounting for leases and require new
qualitative and quantitative disclosures about the Company’s leasing activities. The new standard requires the Company to recognize lease assets and lease
liabilities on the balance sheet for all leases under which the Company is the lessee, including those classified as operating leases under previous accounting
guidance. The new standard allows the Company to make an accounting policy election not to recognize on the balance sheet lease assets and liabilities for
leases with a term of 12 months or less. The new standard will be effective for the Company for annual reporting periods beginning on January 1, 2020, with
early adoption permitted. In transition, lessees are required to recognize and measure leases at the beginning of the earliest period presented using a modified
retrospective approach. The modified retrospective approach includes a number of optional practical expedients that the Company may elect to apply. The
Company is currently evaluating the expected impact of the adoption of this standard on its financial statements and related disclosures.
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Note 1.          Nature of Business and Significant Accounting Policies (Continued)
 

In April 2016, the FASB issued ASU 2016-09, Stock Compensation (Topic 718): Improvements to Employee Share Based Payment Accounting, to reduce the
complexity of certain aspects of the accounting for employee share-based payment transaction. For private companies, the ASU is effective for annual periods
beginning after December 15, 2017. Early adoption is permitted. The Company is currently evaluating the methods and impact on the financial statements.
 
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments . ASU 2016-
15 provides guidance on how certain cash receipts and cash payments should be presented and classified in the statement of cash flows with the objective of
reducing existing diversity in practice with respect to these items. ASU 2016-15 will be effective for the Company on January 1, 2019. The Company is currently
evaluating the impact the adoption of this guidance will have on its statement of cash flows.
 
Note 2. Accounts Receivable
 

Accounts receivable consists of the following as of December 31, 2016 and 2015:
 
  2016   2015  
Billed trade accounts receivable  $ 3,732,872  $ 5,443,977 
Unbilled trade accounts receivable   2,107,956   2,409,013 
Allowance for doubtful accounts   (299,865)   (320,484)
  $ 5,540,963  $ 7,532,506 

 
Note 3. Note Receivable
 

On June 30, 2010, the Company sold its interest in ProvatoHR, Inc. (Provato), a previously consolidated subsidiary. Effective October 1, 2010, the Company
reached an agreement with Provato to consolidate receivables into a five-year term note, originally maturing in October 2015. The note bears interest at a rate of
4.5% per annum and required monthly payments of principle plus interest in the amount of $7,386. As of December 31, 2015, the note had been adjusted for a
management reserve of $50,000 for potentially uncollectible amounts.
 
Effective April 1, 2016, a subscription service agreement was entered into by Provato and the Company to settle the balance on the note of $254,683. Based on
the terms of the agreement, the Company will receive a 48-month software subscription. The monthly subscription fee of $5,306 will reduce the amount
outstanding on the note over the term of the subscription and will reduce the note receivable to zero. As a result of this modified agreement, management
removed the reserve of $50,000. The balance of the note receivable at December 31, 2016 and 2015, was $206,930 and $204,683, respectively.
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Note 4. Property and Equipment
 

Property and equipment consists of the following as of December 31, 2016 and 2015:
 
  2016   2015  
Equipment and hardware  $ 3,314,765  $ 2,781,458 
Computer software   2,107,944   1,819,027 
Vehicles   233,837   233,837 
Leasehold improvements   2,822,893   2,782,506 
Furniture and fixtures   1,531,118   1,531,118 
   10,010,557   9,147,946 
Less accumulated depreciation and amortization   6,366,926   5,250,851 
  $ 3,643,631  $ 3,897,095 

 
Total depreciation and amortization expense for the years ended December 31, 2016 and 2015, was $1,116,075 and $924,509, respectively.
 
Assets purchased under the terms of non-cancelable capital leases were $1,160,919 at December 31, 2016 and 2015. Amortization expense for capital leased
assets was $76,233 and $108,128 for the years ended December 31, 2016 and 2015, respectively. Accumulated amortization on these assets totaled $847,657
and $771,424 at December 31, 2016 and 2015, respectively.
 
Note 5. Debt
 

The Company entered into a note payable effective August 14, 2014, for a total principal amount of $2,500,000. Principal payments are due monthly in the
amount of $56,514, with the remaining principal amount and any accrued interest due in full on August 14, 2018. Interest is due monthly at a rate equal to the
prime rate plus 0.75% (4.5% and 4.25% at December 31, 2016 and 2015, respectively). Interest expense recorded on this note was $62,358 and $82,739 for the
years ended December 31, 2016 and 2015, respectively. The note is collateralized by substantially all assets of the Company and is subject to certain financial
covenants. At December 31, 2016, the Company was in default of these covenants and had obtained a waiver from the lender. The balance on this note was
$1,099,824 and $1,715,639 at December 31, 2016 and 2015, respectively.
 
Also on August 14, 2014, the Company entered into a loan and securities purchase agreement with a financial investor for a total of $5,500,000 for 521,962
shares of Series A Preferred stock and a note payable with an original principal amount of $4,500,000. Additional principal is available for future borrowings up to
$2,000,000. Any additional borrowings would also result in additional Series A Preferred shares being issued based on an agreed upon formula. All principal and
accrued but unpaid interest is due in full on August 14, 2019. Payment was made in September 2016 in the amount of $626,075. Interest accrues and is due
monthly at a rate of 13.25% and 11.75%, respectively, of which 2.75% and 1.25% at December 31, 2016 and 2015, respectively is considered paid-in-kind
interest. Total interest recorded on this note in 2016 totaled $578,000, of which approximately $83,000 was considered paid-in-kind and was accrued to the
balance of principal. Total interest recorded on this note in 2015 totaled $601,000, of which approximately $93,000 was considered paid-in-kind and was accrued
to the balance of principal. The note requires excess cash flow payments when excess cash, as defined, exists and is subject to certain financial covenants. As
of December 31, 2016, the Company was in default of their covenants and was not able to obtain a waiver from the lender. As such, the remaining balance at
December 31, 2016 is classified as a current liability on the balance sheet. The balance on this note was $4,089,617 and $4,632,323 at December 31, 2016 and
2015, respectively.
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Note 5.             Debt (Continued)
 

As discussed in Note 6, the loan and securities purchase agreement was considered a hybrid instrument and the various features of the instrument, including
the loan, Series A preferred stock and a related conversion feature associated with the preferred stock. The various features were recognized at their relative fair
value, resulting in the recording of a debt discount totaling $898,497, which is being amortized and recorded as interest expense over the related term of the
note. Amortization of approximately $226,834 and $297,500 was recorded during 2016 and 2015, respectively, as interest expense in the statements of
operations.
 
Notes payable, deferred charges and issuance costs consist of the following as of December 31, 2016 and 2015:
 
  2016   2015  
Notes payable  $ 1,099,824  $ 1,715,639 
Subordinated note payable   4,089,617   4,632,323 

Total notes payable   5,189,441   6,347,962 
Less deferred charges   (260,910)   (545,822)

Total notes payable, net of deferred charges   4,928,531   5,802,140 
Less current maturities, net of deferred charges   (4,491,941)   (620,180)

Total debt, net deferred charges and current maturities   436,590   5,181,960 
Less unamortized debt discount   (259,238)   (486,072)

Total  $ 177,352  $ 4,695,888 

 
Future principal payments required on long-term and current debt are as follows:
 
Years ending December 31:    

2017  $ 641,250 
2018   458,574 
2019   4,089,617 

  $ 5,189,441 

 
Note 6. Derivative Liability
 

The Company analyzed the loan and securities agreement referred to in Note 5 based on the provisions of ASC 815 and determined that the conversion options
within the Series A Preferred stock qualify as embedded derivatives. For derivative instruments that are accounted for as liabilities, the derivative instrument is
initially recorded at its fair value and is then revalued at each reporting date. The Company estimated the fair value of the embedded derivative using an option
pricing model as it was determined that the down-round provisions were not probable of occurring. Based on the option pricing model, the fair value at inception
of the embedded derivatives was determined to be $899,561 and the Company recorded a related derivative liability. The embedded derivative is revalued at the
end of each reporting period and any resulting gain or loss is recognized as a current period change to operations. The fair value as of December 31, 2016 and
2015, was $471,470 and $1,278,038, respectively, resulting in a gain (loss) on fair value adjustment of $806,568 and $(230,589) recorded on the statements of
operations, respectively.
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Note 6.           Derivative Liability (Continued)
 

The fair value of the embedded conversion feature was calculated using the following factors and assumptions:
 
  2016   2015  
Expected dividend yield   0%  0%
Risk-free interest rate   1.6%  1.7%
Expected option term   5   5 
Volatility   50.00%  50.00%
 
The expected volatility of the underlying share price granted was estimated using the historical volatility of companies in similar industries as a substitute for the
historical volatility of the Company’s common shares, which is not determinable without an active external or internal market. The expected dividends are based
on the Company’s historical issuance and management’s expectations for dividend issuance in the future. The expected term represents the period of time until
expected conversion. The risk-free interest rate for periods within the expected term of the underlying security is based on the U.S. Treasury yield curve in effect
at December 31, 2016 and 2015.
 
Note 7. Income Taxes
 

The provision for income tax (benefit) expense consists of the following for the years ended December 31, 2016 and 2015:
 
  2016   2015  
Current tax (benefit) expense:       

Federal  $ (72,559)  $ 227,413 
State   (162,570)   97,899 

   (235,129)   325,312 
Deferred tax (benefit) expense:         

Federal   (1,033,888)   906,582 
State   (116,235)   105,620 

   (1,150,123)   1,012,202 
  $ (1,385,252)  $ 1,337,514 

 
The differences between the U.S. federal statutory rate of 34% and the actual tax rate for the years ended December 31, 2016 and 2015, is attributable to state
taxes and items that are not deductible for federal tax purposes.
 
Deferred income taxes reflect the net tax effects of temporary differences between carrying amounts of the assets and liabilities for financial reporting purposes
and the amounts used for income tax purposes. The Company pays taxes on the cash method of accounting. The following is a summary of the significant
components of the Company’s deferred tax assets and liabilities as of December 31, 2016 and 2015:
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Note 7.         Income Taxes (Continued)
 

 
  2016   2015  
Net operating loss  $ 1,305,116  $ - 
AMT credit   88,542   - 
Basis in property and equipment   (1,018,346)   (1,134,846)
Accrual to cash   (758,957)   (398,922)

Deferred tax liability, net  $ (383,645)  $ (1,533,768)

 
Loss carryforwards for tax purposes as of December 31, 2016, totaling approximately $3,300,000 begin expiring in 2017.
 
Note 8. Series A Preferred Stock
 

The Company has authorized 778,432 shares of preferred stock, all of which have been designated as Series A shares. As discussed in Note 5, 521,962 shares
were issued in conjunction with the loan and securities purchase agreement and were recorded at their relative fair value of $998,936 at the date of issuance.
The Series A shares accrue dividends cumulatively at a rate of 10% per annum on the original issue price of $1,000,000 and are entitled to vote based on the
number of whole shares of common stock into which the shares of preferred stock are convertible. Cumulative undeclared dividends are $250,333 and $136,667
as of December 31, 2016 and 2015, respectively. The Series A shares are convertible at any time and are automatically converted at the earlier of (a) the
consummation of the sale of common stock in an underwritten public offering or (b) the event or time specified by a majority of the holders of the then
outstanding preferred stock. The conversion price for the Series A shares is $1.75. As discussed in Note 6, this conversion feature was evaluated and
determined to be a beneficial conversion feature for which bifurcation and separate recognition at fair value is required.
 
In the event of a liquidation event, the Series A stockholders are entitled to receive the original issue price plus all accrued and unpaid dividends prior to any
distributions to the common stockholders. In addition, the holders of a majority of the then outstanding shares of preferred stock have the right to demand
redemption by the Company by giving written notice any time after a redemption event occurs. A redemption event is defined as (a) the repayment in full of the
outstanding principal on the related notes discussed in Note 5; provided that, if repayment in full results from a mandatory prepayment related to the sweep of
excess cash flow, then the redemption event will be the date that is six months after the occurrence of such repayment, (b) the acceleration of the related notes
following an event of default as defined in loan and securities purchase agreement, or (c) the occurrence of the maturity date, which is August 14, 2019. The
price per share paid to redeem the preferred stock will be the greatest of (a) the original issue price of the shares plus all accrued and unpaid dividends as of the
redemption date, (b) the fair market value of such share, and (c) the 8 times EBITDA amount of such share, as defined in the Amended and Restated Articles of
Incorporation. The Series A Preferred stock is being accreted up to its redemption value each reporting period, which was determined to be $1,250,333 and
$1,136,667 as of December 31, 2016 and 2015, respectively.
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Note 9. Stock Option Plan
 

The Company maintains a stock option plan (the Stock Option Plan) under which the stockholders, directors, key employees, and consultants of the Company
may receive options to purchase shares of the Company’s common stock at a specified price during specified time periods. There are 2,000,000 shares
reserved and available for equity incentive plans. The option price is equal to the estimated fair market value at the time the option is granted. Vested options
expire, if not exercised, by the earlier of ten years after the date of grant or the period specifically provided for within the plan. Options for the Stock Option Plan
are granted at the Board of Directors’ discretion. Options vest at a rate of 25% per year on the first anniversary of the grant date and on a monthly basis
thereafter for three years.
 
The fair market value of each stock option award is estimated on the date of grant using the Black-Scholes model. The following assumptions were used for
options issued for the years ended December 31, 2016 and 2015:
 

  2016   2015  
Expected dividend yield     0%     0%
Risk-free interest rate     1.6%    1.7%
Expected option term  5.90 years 5.89 years
Volatility     18.24%     29.48%

 
Pursuant to the Compensation topic of the FASB ASC, the expected volatility of the options granted may be estimated using the historical volatility of companies
in similar industries as a substitute for the historical volatility of the Company’s common shares, which is not determinable without an active external or internal
market. The expected dividends are based on the Company’s historical issuance and management’s expectations for dividend issuance in the future.
 
The expected term of options granted represents the period of time that options granted are expected to be outstanding. The risk-free interest rate for periods
within the contractual life of the option is based on the U.S. Treasury yield curve in effect at December 31, 2016 and 2015.
 
The Company recognized compensation expense in the amounts of $199,606 and $175,284 for the years ended December 31, 2016 and 2015, respectively.
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Note 9.          Stock Option Plan (Continued)
 

The following is a summary of stock option activity and related information for the years ended December 31, 2016 and 2015:
 

  Options   

Weighted
Average

Exercise Price   

Weighted
Average

Remaining
Contractual

Term (Years)  
Outstanding, December 31, 2015   1,510,695  $ 2.96    

Granted   254,469   4.13    
Exercised   (7,000)   1.19    
Forfeited and expired   (282,238)   3.20    

Outstanding, December 31, 2016   1,475,926  $ 3.14   5.73 

             
Exercisable, December 31, 2016   1,032,923  $ 2.88   4.65 

 
The weighted-average grant-date fair value of options granted during the years ended December 31, 2016 and 2015, was $0.87 and $1.09, respectively. The
exercise price range for outstanding options at December 31, 2016 and 2015, was $0.73 to $4.51.
 
There was $310,047 and $352,185 of total unrecognized compensation cost related to nonvested share-based compensation arrangements granted under the
Stock Option Plan as of December 31, 2016 and 2015, respectively. That cost was expected to be recognized over a weighted-average remaining period of 1.2
and 1.3 years as of December 31, 2016 and 2015, respectively.
 
Note 10. Retirement Plans
 

401(k) plan: The Company has a 401(k) profit sharing plan (the Profit Sharing Plan) which is available to all employees who are at least 18 years of age. The
Profit Sharing Plan allows eligible employees to defer up to 100% of their compensation (subject to Internal Revenue Service Code limitations) through a salary
reduction agreement between the employee and the Company.
 
The Company may make discretionary contributions to the Plan, to be determined during each plan year. The Company recorded contributions to the Plan of
$685,790 and $619,374 for the years ended December 31, 2016 and 2015, respectively.
 
409(a) deferred compensation plan: The Company has a 409(a) deferred compensation plan (the Deferred Compensation Plan) that allows certain members
of Management to defer up to 85% of their annual salary and up to 100% of any bonus. Company matching contributions were made on a dollar for dollar basis
for the first 10% of compensation deferred until 2009 when matching was discontinued at the discretion of management as permitted under the Deferred
Compensation Plan. The vesting of the Company match is based on the employee’s years of service with 20% vesting for each year of service beginning in year
two.
 
Amounts payable to participants in the Profit Sharing Plan and the Deferred Compensation Plan, including the vested company match are recorded as long-term
liabilities in the accompanying balance sheets as a deferred compensation liability and totaled $266,223 and $319,969 for the years ended December 31, 2016
and 2015, respectively.
 

  F-17

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 
 
 

Note 11. Leases and Other Commitments
 

Leases: The Company leases equipment and office space under various noncancelable capital and operating leases, which expire on various dates through
2023. The future minimum lease payments under capital and operating leases and service commitments are as follows:
 
  Operating   Capital  
Years ending December 31:       

2017  $ 1,469,138  $ 113,332 
2018   1,507,165   - 
2019   1,546,187   - 
2020   1,586,224   - 
2021   1,627,295   - 
Thereafter   1,008,920   - 

Total minimum payments  $ 8,744,929   113,332 

Less interest       3,105 
      $ 110,227 

 
Rent expense for the year ended December 31, 2016, was $1,093,797, net of sublease income of $122,908. Rent expense for the year ended December 31,
2015, was $823,378, net of sublease income of $309,303. Rent expense is included in selling, general and administrative expenses on the statements of
operations. As of December 31, 2016, there was one remaining sublease that rents space on a month to month basis.
 
Letter of credit: The Company maintains a standby letter of credit in the amount of $354,373 as a security deposit for its office lease. This letter of credit is
renewable by request of the Company each March. There were no amounts drawn on the letter of credit during the years ended December 31, 2016 or 2015.
 
Note 12. Contingencies
 

The Company is subject to legal proceedings and claims, which arise in the ordinary course of its business. Although there can be no assurance as to the
ultimate disposition of these matters, it is the opinion of the Company’s management, based upon the information available at this time, that the expected
outcome of these matters, individually or in the aggregate, will not have a material adverse effect on the results of operations and financial position of the
Company. It is also the opinion of the Company’s management that the Company maintains an adequate level of insurance to handle the legal claims in the
ordinary course of business.
 
Note 13. Subsequent Events
 

Management has reviewed subsequent events through April 26, 2017, the date the financial statements were available to be issued.
 
In January 2017, the Company prepaid $2,000,000 principal on their loan agreement.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
 

The following unaudited pro forma condensed consolidated financial statements are based on the historical financial statements of Novume Solutions Inc.,
Global Technical Services, Inc. (“GTS”) and Global Contract Professionals, Inc. (“GCP”) (collectively “Global”) and NeoSystems, Inc.(“NeoSystems”) after giving
effect to our acquisition of Global and the anticipated acquisitions of NeoSystems, and the assumptions and adjustments described in the accompanying notes to
the unaudited pro forma condensed consolidated financial statements. These pro forma condensed consolidated financial statements also give effect to the
acquisitions of Firestorm Solutions, LLC and Firestorm Franchising, LLC (collectively “Firestorm”) and Brekford, Inc. (“Brekford”) which occurred during fiscal
year 2017.
 

The unaudited pro forma condensed consolidated balance sheet of Novume, Global and NeoSystems as of September 30, 2017 is presented as if the Global
and anticipated NeoSystems acquisitions had occurred on September 30, 2017. The unaudited pro forma condensed consolidated statement of operations of
Novume, Global, NeoSystems, Firestorm and Brekford for the nine months ended September 30, 2017 is presented as if the all of the acquisitions had taken
place on January 1, 2017. The unaudited pro forma condensed consolidated balance sheet of Novume, Global, NeoSystems, Firestorm and Brekford as of
December 31, 2016 is presented as if the Global and anticipated NeoSystems acquisitions had occurred on December 31, 2016. The unaudited pro forma
condensed consolidated statement of operations of Novume, Global, NeoSystems, Firestorm and Brekford for the fiscal year ended December 31, 2016 is
presented as if the acquisitions and planned acquisitions had taken place on January 1, 2016.
 

The unaudited pro forma condensed consolidated financial information does not purport to represent what the Company’s results of operations would have been
if the acquisition of Global and anticipated acquisition of NeoSystems had occurred on January 1, 2016 or January 1, 2017 or what such results will be for any
future periods or what the consolidated balance sheet would have been if the acquisition had occurred on September 30, 2017 or December 31, 2016. The
actual results in the periods following the acquisitions may differ significantly from that reflected in the unaudited pro forma condensed consolidated financial
information for a number of reasons including, but not limited to, differences between the assumptions used to prepare the unaudited pro forma condensed
consolidated financial information and the actual amounts and the completion of a final valuation of the acquisitions. In addition, no adjustments have been made
for non-recurring integration plans or operational efficiencies that may have been achieved if the acquisitions had occurred on January 1, 2017 or January 1,
2016.
 

The unaudited pro forma condensed consolidated financial information has been prepared giving effect to the acquisitions, which are accounted for as a
business combinations in accordance with the Financial Accounting Standards Board Accounting Standards Codification 805, “Business Combinations.” The
unaudited pro forma adjustments are based on management’s preliminary estimates of the values of the tangible and intangible assets and liabilities acquired.
As a result, the actual adjustments may differ materially from those presented in the unaudited pro forma condensed consolidated financial statements. A
change in the unaudited pro forma adjustments of the purchase price for the acquisitions would primarily result in a reallocation affecting the value assigned to
tangible and intangible assets. The income statement effect of these changes will depend on the nature and amount of the assets or liabilities adjusted.
 

These unaudited pro forma condensed consolidated financial statements, including the notes hereto, should be read in conjunction with (i) the historical
consolidated financial statements for Novume for the nine months ended September 30, 2017; and (ii) the historical audited financial statements of NeoSystems
included in Exhibit 99.1.
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NOVUME SOLUTIONS, INC.
PRO FORMA CONDENSED COMBINED BALANCE SHEET

AS OF SEPTEMBER 30, 2017
(UNAUDITED)

 

  
Novume

Solutions, Inc.   

Global
Technical

Services, Inc.   

Global
Contract

Professionals,
Inc.   

Pro Forma
Adjustments   Ref   

Novume
Solutions, Inc.   

NeoSystems,
Corp.   

Pro Forma
Adjustments   Ref   

Novume
Solutions, Inc.  

ASSETS                               
CURRENT ASSETS                               

Cash and cash
equivalents  $ 3,762,265  $ 14,447  $ 6,487  $ (1,090,037)   (1) $ 2,693,162  $ 2,022,078  $ (7,250,000)   (6) $ (2,534,760)

Investments   -   -   -   -       -   561,780           561,780 
Accounts receivable, net   3,300,742   3,103,292   1,015,174   -       7,419,208 7,408,726   -       14,827,934
Note receivable, current

portion   300,000   645,505   -   (645,505)   (3)  300,000  165,742          465,742
Unbilled receivables   -   -   -   -       -   -   -       - 
Inventory   169,232   -   -   -       169,232   -   -       169,232 
Prepaids and other

current assets   253,607   118,722   3,545   -       375,874  813,026   -       1,188,900
Total current assets   7,785,846   3,881,966   1,025,206   (1,735,542)       10,971,352   11,282,779   (7,250,000)       14,678,828

Property and equipment,
net   365,036   90,457   23,303   -       478,796   3,272,326   -       3,751,122
Excess purchase price over
net assets   1,960,345   -   -   3,725,525   (1)  5,685,870   -   15,833,617   (6)  21,519,487 
Intangibles, net   2,168,941   -   -   -       2,168,941               2,168,941 
Note receivable, non-
current   1,649,000   -   -   -       1,649,000   -   -       1,649,000 
Deferred tax asset   1,184,359   -   -   -       1,184,359               1,184,359 
Investment at cost   262,140   -   -   -       262,140   -   -       262,140 
Other non-current assets   39,387   -   9,241   -       48,628  -   -      48,628

TOTAL ASSETS  $ 15,415,054  $ 3,972,423  $ 1,057,750  $ 1,989,983      $ 22,435,210  $ 14,243,678  $ 8,583,617      $ 45,262,505

 LIABILITIES AND
STOCKHOLDERS’ EQUITY
(DEFICIT)                                         
CURRENT LIABILITIES                                         

Accounts payable and
accrued expenses  $ 3,290,345  $ 603,888  $ 194,930  $ (48,539)   (1) $ 4,040,624  $ 3,485,624   -      $ 7,526,248

Obligations under other
notes payable - current
portion   -   2,656,421   1,402,331   (645,505)   (3)  3,071,750  4,979,404  -      8,051,154

               (341,497)   (1)                    
Other current liabilities   72,500   69,940   23,231   4,795   (2)  100,526  468,756   -      569,282

               (69,940)   (1)                    
Total current liabilities   3,362,845   3,330,249   1,620,492   (1,100,686)       7,212,900  8,933,784  -      16,146,684

                                         
LONG - TERM LIABILITIES                                         

Notes payable –
stockholders   1,419,753   -   -   200,000   (1)  1,619,753   -   -       1,619,753 

Other notes payable - net
of current portion   -   954,316   -   (954,316)   (1)  -  -  -       - 

Derivative liability   -   -   -   -       -   471,470   (471,470)   (6)  - 
Deferred compensation

liability   -   -   -   -       -   446,678   -       446,678 
Deferred rent, net of

current portion   54,705   -   -   -       54,705   1,834,249   -       1,888,954 
Total long-term

liabilities   1,474,458   954,316   -   (754,316)       1,674,458  2,752,397   (471,470)       3,955,385 
TOTAL LIABILITIES   4,837,303   4,284,565   1,620,492   (1,855,003)       8,887,358   11,686,181   (471,470)       20,102,069

                                         
Series A convertible
redeemable preferred stock   3,845,925   -   -   -       3,845,925   -   -       3,845,925 

                                         
STOCKHOLDERS’
(DEFICIT) EQUITY                                         

Common stock   1,394   10,000   441   (10,441)   (1)  1,431   3,591,903   (3,591,903)   (6)  1,651 
               38   (1)          220   (6)    

   Additional paid-in capital   9,325,795   565,984   (240,117)   (325,867)   (1)  9,892,045   1,250,383   (1,250,383)   (6)  21,504,410 
               566,250   (1)          7,999,781   (6)    
                   (1)          3,612,584   (6)    

Preferred Stock   -   -   -   2,408,610   (1)  2,408,610   571   (571)   (6)  2,408,610 
Treasury Stock   -   (4,464,860)   -   4,464,860   (1)  -   -   -       - 
Accumulated (Deficit)

Earnings   (2,595,363)   3,576,734   (323,065)   (4,795)   (2)  (2,600,158)   (2,285,360)   2,285,359   (6)  (2,600,159)
               (3,253,669)   (1)                    

   Other comprehensive loss   -   -   -   -       -   -   -       - 
TOTAL

STOCKHOLDERS'
(DEFICIT) EQUITY   6,731,826   (312,142)   (562,742)   3,844,986       9,701,928   2,557,497   9,055,087       21,314,511 

TOTAL LIABILITIES
AND STOCKHOLDERS'
(DEFICIT) EQUITY  $ 15,415,054  $ 3,972,423  $ 1,057,751  $ 1,989,983      $ 22,435,210  $ 14,243,678  $ 8,583,617      $ 45,262,505
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NOVUME SOLUTIONS, INC.
PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2017
(UNAUDITED)

 

  

Novume
Solutions,

Inc.   

Brekford
Traffic

Safety, Inc.   

Firestorm,
LLC &

Affiliate (5)   

Global
Technical
Services

Inc.   

Global
Contract

Professionals,
Inc.   

Pro Forma
Adjustments  Ref   

Novume
Solutions,

Inc.   
NeoSystems,

Corp.   
Pro Forma
Adjustments  

Novume
Solutions,

Inc.  
                                  
Net revenue  $11,131,825  $ 2,068,759  $ 36,760  $13,650,759  $ 4,936,613  $ -     $31,824,716  $23,383,655  $ -  $55,208,371 

Cost of revenue   6,017,982   778,378   6,279   12,193,454   4,408,811   -      23,404,904   8,564,289   -   31,969,193 

Gross Profit   5,113,843   1,290,381   30,482   1,457,305   527,802   -      8,419,813   14,819,366   -   23,239,179 

                                            

Operating Expenses                                            

Salaries and related expenses   -   1,237,539   -   -   -   -      1,237,539   -   -   1,237,539 
Selling, general and

administrative expenses   8,036,339   825,545   10,741   1,334,855   542,020   -      10,749,500   14,259,102   -  25,008,602

Total operating expenses   8,036,339   2,063,084   10,741   1,334,855   542,020   -      11,987,039  14,259,102   -  26,246,141
Income (loss) from

operations   (2,922,496)   (772,703)   19,740   122,450   (14,218)   -      (3,567,227)  560,264   -   (3,006,963)

Other (expense) income                                            
Interest (expense) income, net   (97,624)   17,546   -   (157,554)   (72,323)   (4,795)   (2)  (314,750)   (676,553)   -   (991,303)
Change in fair value of

derivative liability   -   6,132   -   -   -   -       6,132   -   -   6,132 
Other income (expense)   142,283   (235,724)   -   10,982   (2,511)   -       (84,970)   13,725   -   (71,245)

Total other (expense)
income   44,659   (212,046)   -   (146,572)   (74,834)   (4,795)       (393,588)   (662,828)   -   (1,056,416)

Net income (loss) -
before taxes and foreign currency   (2,877,837)   (984,749)   19,740   (24,122)   (89,052)   (4,795)       (3,960,815)   (102,564)   -   (4,063,379)

Benefit from income taxes   964,377   2,068,132   -   -   -   (2,132,725)   (4)  899,784   41,025       940,809 
Net income (loss) - from

continuing operations  $ (1,913,460)  $ 1,083,383  $ 19,740  $ (24,122)  $ (89,052)  $ (2,137,520)      $ (3,061,031)  $ (61,539)  $ -  $ (3,122,570)

Loss per share - basic and diluted  $ (0.20)  $ 0.02      $ (0.55)  $ (2.02)  
$                  

.05   (5) $ (0.21)  $ (0.02)  $ -  $ (0.21)

Weighted average number of
shares - basic and diluted   10,920,866   49,311,264       44,050   44,050  (46,011,446)   (5)  14,308,784  3,507,419  (1,315,638)   16,500,565 

 

 
(1) Reflects the impact of the merger of Global with Novume on October 1, 2017, including the elimination of Global's equity of $824,505 and the related

allocation to excess of purchase price over net assets acquired. Consideration paid as part of this merger include $900,000 in cash, 300,000 shares of
Novume common stock, $1,800,000 of Series A Preferred Stock, and debt reduction payments totaling approximately $1,195,554.

(2) Reflects interest expense of $4,795 on the discounted $907,407 notes payable issued at 7% per annum by Novume as part of the Firestorm acquisition.
(3) Reflects the elimination of intercompany balances between Global Technical Services, Inc. and Global Contract Professional, Inc.
(4) Brekford’s vehicle services business (the “Vehicle Services business”) was sold to an unrelated third party on February 28, 2017. Brekford met the criteria for

the Vehicle Services business to be classified as held for sale in December 2016 as Brekford had entered into a letter of intent with the purchaser and
concluded that such sale was probable prior to December 31, 2016. In the three months ended March 31, 2017 and 2016, Brekford reported financial
results for both operations and discontinued operations. ASC 740-20-45 sets down the general rule for allocating income tax expense or benefit between
operations and discontinued operations. The general rule requires the computation of tax expense or benefit by entity taking into consideration all items of
income, expense, and tax credits. Next, a computation is made taking into consideration only those items related to continuing operations. Any difference is
allocated to items other than continuing operations (e.g. discontinued operations). Under these general rules, no tax expense or benefit would be allocated
to discontinued operations. An exception to these rules apply under ASC 740-20-45-7 where an entity has 1) a loss from continuing operations and income
related to other items such as discontinued operations and 2) the entity would not otherwise recognize a benefit for the loss from continuing operations
under the approach described in ASC 740-20-45. This fact pattern applies for the three months ended March 31, 2017 and 2016. Application of this rule
exception results in the allocation of tax expense to discontinued operations with an offsetting amount of tax benefit reported by the continuing operations.
Overall, Brekford allocated $2,132,725 and $0 of tax expense to net income from discontinued operations and an offsetting tax benefit to net loss from
continuing operations in the three months ended March 31, 2017 and 2016, respectively. This pro forma adjustment reflects the elimination of this
$2,132,725 tax benefit recognized in current operations related to the discontinued operations during the three months ended March 31, 2017.

(5) Because Firestorm is an LLC, no earnings per share is calculated.
(6) Reflects the impact of the merger of NeoSystems with Novume, which is anticipated to close in the first quarter of 2018, including the elimination of

NeoSystems' equity of $2,556,926 and the related allocation to excess of purchase price over net assets acquired. Consideration paid for this merger
includes $5,000,000 in cash, $8,000,000 in Novume common stock, currently estimated at 2,191,781 shares based on closing share price of $3.65 as of
November 11, 2017, debt reduction payments totaling approximately $2,250,000, and assumed fully-vested options under the existing NeoSystems plan
totaling approximately $3,613,000. Pro forma adjustment assumes that existing notes payable-non current are reclassified as notes payable-current as a
result of this transaction.
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NOVUME SOLUTIONS, INC.
PRO FORMA CONDENSED COMBINED BALANCE SHEET

AS OF DECEMBER 31, 2016
(UNAUDITED)

 

  

Novume
Solutions,

Inc.   
Brekford,

Inc.   

 Firestorm
Solutions,
LLC and

Firestorm
Franchising,

LLC   

Global
Technical
Services,

Inc.   

Global
Contract

Professionals,
Inc.   

Pro Forma
Adjustments  Ref   

Novume
Solutions,

Inc.   
NeoSystems,

Corp.   
Pro Forma
Adjustments  Ref   

Novume
Solutions,

Inc.  
ASSETS                                     
CURRENT ASSETS                                     

Cash and cash
equivalents  $ 2,788,587  $ 591,618  $ 3,319  $ 43,239  $ 28,458  $ (627,038)   (1) $ 7,619,698  $ 2,662,891  $ (7,250,000)   (9) $ 3,032,589 
       -   -   -   -   1,865,008   (2)                    
       -   -   -   -   4,048,394   (4)                    
       -   -   -   -   (1,121,887)   (8)                    

Accounts receivable, net   1,997,831   115,106   76,517   2,349,756   527,054   -       5,066,264   5,540,963   -       10,607,227 
Inter-company receivable       -   -   564,537   -   (564,537)   (7)  -   -   -       - 
Unbilled receivables   -   314,262   -   -   -   -       314,262   -   -       314,262 
Note receivable, net   -   -   -   -   -   -       -   206,930   -       206,930 
Inventory   -   221,186   -   -   -   -       221,186   -   -       221,186 
Prepaids and other

current assets   81,011   53,211   8,940   318,295   3,525   -       464,982   822,265   -       1,287,247 
Current assets -

discontinued operations   -   1,069,511   -   -   -   (1,069,511)   (4)  -   -   -       - 
Total current assets   4,867,429   2,364,894   88,776   3,275,827   559,037   2,530,429       13,686,392   9,233,049   (7,250,000)       15,669,441 

Property and equipment,
net   119,069   208,310   -   122,748   32,952   -       483,079   3,643,631   -       4,126,710 
Excess of purchase price
over net assets acquired   -   -   -   -   -   2,044,974   (1)  6,259,533   -   15,936,358   (9)  22,195,891 
                       482,045   (3)                    
                      3,732,514   (8)                    
Notes receivable   -   -   -   -   -   2,000,000   (4)  2,000,000   -   -       2,000,000 
Investment at cost   -   -   -   -   -   1,491,000   (4)  1,491,000   -   -       1,491,000 
Non-current assets -
discontinued operations   -   40,387   -   -   -   (40,387)   (4)  -   -   -       - 
Other non-current assets   496,227   9,877   49,811   -   9,241   67,491   (2)  395,684   614,184   -       1,009,868 
   -   -   -   -   -   (236,963)   (2)  -   -  -         

TOTAL ASSETS  $ 5,482,725  $ 2,623,468  $ 138,587  $ 3,398,575  $ 601,230  $12,071,102      $24,315,688  $13,490,864  $ 8,686,358      $46,492,910 

LIABILITIES AND
STOCKHOLDERS’ EQUITY
(DEFICIT)                                                 
CURRENT LIABILITIES                                                 

Accounts payable and
accrued expenses  $ 1,152,471  $ 738,942  $ 62,847  $ 438,448  $ 56,166  $ (84,007)   (8) $ 2,364,867  $ 2,805,214   -      $ 5,170,081 

Line of credit   -   -   -   2,074,115   434,587   -       2,508,702   -   -       2,508,702 
Inter-company payable   -   -   -   -   564,537   (564,537)   (7)  -   -   -       - 
Obligations under other

notes payable - current
portion   -   -   -   421,193   -   (421,193)   (8)  -   4,491,941   -       4,491,941 

Capital lease obligations,
current portion   -   -   -   -   -   -       -   110,227   -       110,227 

Deferred revenue   -   -   -   -   -   -       -   297,847   -       297,847 
Current liabilities -

discontinued operations   -   971,466   -   -   -   (971,466)   (4)  -   -   -       - 
Other current liabilities   -   99,918   -   69,940   19,628   (137,880)   (8)  51,606   -   -       51,606 

Total current liabilities   1,152,471   1,810,326   62,847   3,003,696   1,074,918   (2,179,083)       4,925,175   7,705,229   -       12,630,404 
                                                 
LONG - TERM LIABILITIES                                                 

Notes payable –
stockholders   457,289   -   -   -   -   200,000   (8)  657,289   -   -       657,289 

Notes payable - net of
current portion   -   -   -   682,897   -   (682,897)   (8)  -   177,352   -       177,352 

Deferred rent, net of
current portion   56,709   6,520   -   -   -   -       63,229   2,032,189   -       2,095,418 

Derivative liability   -   -   -   -   -   -       -   471,470   (471,470)   (9)   - 
Deferred compensation

liability   -   -   -   -   -   -       -   266,223   -       266,223 
Deferred tax liability   -   -   -   -   -   -       -   383,645   -       383,645 
Long-term liabilities -

discontinued operations   -   989,520   -   -   -   (989,520)   (4)  -   -   -       - 
Convertible promissory

notes, net of debt discounts
and issuance costs   -   299,147   -   -   -   907,407   (1)  1,206,554   -   -       1,206,554 

Total long-term
liabilities   513,998   1,295,187   -   682,897   -   (565,010)       1,927,072   3,330,879   (471,470)       4,786,481 

TOTAL LIABILITIES   1,666,469   3,105,513   62,847   3,686,593   1,074,918   (2,744,093)       6,852,247   11,036,108   (471,470)       17,416,885 
                                                 
Series A convertible
redeemable preferred stock   2,269,602   -   -   -   -   1,865,008   (2)  3,897,647   -   -       3,897,647 
                       (236,963)   (2)                    
STOCKHOLDERS’
(DEFICIT) EQUITY                                                 
   Member's (deficit) equity   -   -   75,740   -   -   (75,740)   (1)  -   -   -       - 

Common stock   500   4,931   -   10,000   441   49   (1)  587   3,427,654   219   (9)  806 
   -   -   -   -   -   (4,931)   (3)          (3,427,654)   (9)    

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



   -   -   -   -   -   (10,441)   (8)                    

   -   -   -   -   -   38   (8)                    
   Additional paid-in capital   1,976,549   11,515,472   -   565,984   -   1,203,937   (1)  3,814,227   1,250,383   (1,250,383)   (9)  15,426,592 
   -   -   -   -   -   (11,515,472)   (3)          7,999,781   (9)    
   -   -   -   -   -   67,491   (2)          3,612,584   (9)    
   -   -   -   -   -   (565,984)   (8)                    
   -   -   -   -   -   566,250   (8)                    

Preferred Stock   -   -   -   -   -   2,408,610   (8)  2,408,610   522   (522)   (9)  2,408,610 
Treasury Stock, at cost

10,600 shares at December
31, 2016   -   (5,890)   -   (4,464,860)   -   5,890   (3)  -   -   -       - 
                       4,464,860   (8)                    

Accumulated (Deficit)
Earnings   (430,395)   (11,996,783)   -   3,600,858   (474,129)   (617,717)   (1)  7,342,370   (2,223,803)   2,223,803   (9)  7,342,370 
   -   -   -   -   -   11,996,783   (3)                    
   -   -   -   -   -   8,390,482   (4)                    
   -   -   -   -   -   (3,126,729)   (8)                    
   Other comprehensive loss  -   225   -   -   -   (225)   (3)  -   -   -       - 

TOTAL
STOCKHOLDERS'
(DEFICIT) EQUITY   1,546,654   (482,045)   75,740   (288,018)   (473,688)   13,187,150       13,565,794   2,454,756   9,157,828       25,178,378 

TOTAL LIABILITIES
AND STOCKHOLDERS'
(DEFICIT) EQUITY  $ 5,482,725  $ 2,623,468  $ 138,587  $ 3,398,575  $ 601,230  $12,071,102      $24,315,688  $13,490,864  $ 8,686,358      $46,492,910 
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NOVUME SOLUTIONS, INC.
PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2016
(UNAUDITED)

 

  

Novume
Solutions,

Inc.   
Brekford,

Corp.   

Firestorm
Solutions
LLC and

Franchising
LLC (5)   

Global
Technical
Services,

Inc.   

Global
Contract

Professionals,
Inc.   

Pro Forma
Adjustments  Ref   

Novume
Solutions,

Inc.   
NeoSystems,

Corp.   
Pro Forma
Adjustments  

Novume
Solutions,

Inc.  
Net revenue  $12,128,406  $ 2,534,264  $ 1,195,474  $18,116,381  $ 6,272,572  $ -     $40,247,097  $29,821,204  $ -  $70,068,301 

Cost of revenue   6,959,514   827,304   686,722   16,076,148   5,605,520   -      30,155,208   11,659,346   -   41,814,554 

Gross Profit   5,168,892   1,706,960   508,752   2,040,233   667,052   -      10,091,889   18,161,858   -   28,253,747 

                                            

Operating Expenses                                            

Salaries and related expenses   -   1,645,073   -   -   -   -      1,645,073   -   -   1,645,073 
Selling, general and

administrative expenses   5,262,768   1,071,272   563,897   2,313,754   896,702   490,680   (10)  10,599,073   20,256,251   -   30,855,324 
Total operating expenses   5,262,768   2,716,345   563,897   2,313,754   896,702   490,680       12,244,146   20,256,251   -   32,500,397 

Income (loss) from
operations   (93,876)   (1,009,385)   (55,145)   (273,521)   (229,650)   (490,680)       (2,152,257)   (2,094,393)   -   (4,246,650)
Other (expense) income                                             

Interest expense   (165,079)   (402,168)   -   (125,015)   (71,621)   (63,519)   (6)  (827,402)   (1,229,479)       (2,056,881)
Change in fair value of

derivative liability   -   74,676   -   -   -   -       74,676   806,568   -   881,244 
Other income (expense)   -   -   12,596   2,074   (682)   -       13,988   25,077   -   39,065 
Loss on extinguishment of debt   -   (291,911)   -   -   -   -       (291,911)   -   -   (291,911)

Total other (expense)
income   (165,079)   (619,403)   12,596   (122,941)   (72,303)   (63,519)       (1,030,649)   (397,834)   -   (1,428,483)

Net income (loss) -
before taxes and foreign currency   (258,955)   (1,628,788)   (42,549)   (396,462)   (301,953)   (554,199)       (3,182,906)   (2,492,227)   -   (5,675,133)

Benefit from income taxes /
income tax expense   219,971   230,900   -   -   -   -       450,871   1,385,252   -   1,836,123 

Net income (loss) - from
continuing operations   (38,984)   (1,397,888)   (42,549)   (396,462)   (301,953)   (554,199)       (2,732,035)   (1,106,975)   -   (3,839,010)

Net income from discontinued
operations   -   343,485   -   -   -   (343,485)   (4)  -   -       - 

Net income (loss)  $ (38,984)  $ (1,054,403)  $ (42,549)  $ (396,462)  $ (301,953)  $ (897,684)      $ (2,732,035)  $ (1,106,975)  $ -  $ (3,839,010)

                                             
Loss per share - basic and diluted  $ (0.01)  $ (0.02)      $ (9.00)  $ (6.85)  $ 0.01   (5) $ (0.19)  $ (0.32)  $ -  $ (0.23)

                                             
Weighted average number of
shares - basic and diluted   3,958,619   47,357,787       44,050   44,050   (37,095,722)   (5)  14,308,784   3,503,419   (1,311,638)   16,500,565 
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(1) Reflects the financial impact of the Firestorm acquisitions by Novume on January 25, 2017, including the elimination of the Firestorm equity, the acquisition
consideration paid of $500,000 in cash, the net present value of the $1,000,000 notes payable to be issued, 488,094 shares of common stock in the
aggregate to be issued to the Firestorm principals valued at $2 per share, the warrants to be issued to purchase 325,398 Novume Common Shares valued
at $227,700 and excess of purchase price consideration over net asset values as of December 31, 2016. Included in cash paid is $127,037 in cash that
would have been remitted for interest expense on the notes payable issued by Novume for the Firestorm acquisition. Amounts recorded include the impact of
the amortization of the excess of purchase price consideration over net asset values of $490,680 for the year ended December 31, 2016.

(2) Reflects the impact of the second and third closings of Novume's redeemable, convertible Series A Preferred Stock and Unit Warrants offering, net of
offering costs. The aggregate gross proceeds of the second and third closings for 200,757 Units was $2,007,570 and offering costs netted against the gross
proceeds were $142,565, for net proceeds of $1,865,008. The Company also eliminated on a pro forma basis $216,842 of costs that were paid in 2016 and
deferred as of December 31, 2016. The fair value of $67,491 related to the 50,189 Unit Warrants issued related to the second and third closings were
recorded to equity.

(3) Reflects the impact of the Brekford merger with Novume on August 28, 2017, including the elimination of Brekford's equity of $482,045 as of December 31,
2016 and the related allocation to excess of purchase price over net assets acquired. Equity consideration and related intangible assets will be finalized
included upon approval and completion of the merger.

(4) Reflects the consideration received of $4,048,394 in net cash and $2,000,000 in notes receivable, and the disposition of Brekford's vehicle services business
(the "Vehicle Services business") which was sold to an unrelated third party on February 28, 2017. Brekford met the criteria for the Vehicle Services
business to be classified as held for sale in December 2016 as Brekford had entered into a letter of intent with the purchaser and concluded that such sale
was probable prior to December 31, 2016. As such, Brekford reported the Vehicle Services business as discontinued operations in Brekford's consolidated
financial statements as of December 31, 2016 and for the years ended December 31, 2016 and 2015, respectively. The Company eliminated current assets
- discontinued operations of $1,069,511, non-current assets -discontinued operations of $40,387, current liabilities - discontinued operations of $971,466 and
long term liabilities - discontinued operations of $989,520, that were recorded on Brekford's balance sheet as of December 31, 2016. The Company also
recorded the cost investment of $1,491,000 related to the 19.9% retained ownership (estimated fair value after the purchase price allocation for the Brekford
merger) and a net adjustment to accumulated earnings of $6,883,827, representing the gain on sale of the discontinued operations. For the income
statement, Brekford's reported net income from discontinued operations in fiscal year 2016 of $343,485 and in fiscal year 2015 of $573,659 were eliminated.

(5) Because Firestorm is an LLC, no earnings per share is calculated.
(6) Reflects interest expense of $63,519 on the discounted $907,407 notes payable issued at 7% per annum by Novume as part of the Firestorm acquisition for

the years ended December 31, 2016 and 2015.
(7) Reflects the elimination of intercompany balances between Global Technical Services, Inc. and Global Contract Professional, Inc.
(8) Reflects the impact of the merger of Global with Novume on  October , 2017 including the elimination of Global's negative equity of $822,724 and the related

allocation to excess of purchase price over net assets acquired. Consideration paid for this merger includes $900,000 in cash, 300,000 shares of Novume's
common stock, $1,800,000 of Series A Preferred Stock, and debt reduction payments totaling approximately $1,195,554.

(9) Reflects the impact of the anticipated merger of NeoSystems with Novume in the first quarter of 2018, including the elimination of NeoSystems' equity of
$2,454,756 and the related allocation to excess of purchase price over net assets acquired. Consideration paid for this merger includes $5,000,000 in cash,
$10,000,000 in Novume common stock, currently estimated at 2,739,726 shares based on closing share price of $3.65 as of November 11, 2017, debt
reduction payments totaling approximately $2,250,000 and the value of assumed fully-vested options under the existing NeoSystems option plan totaling
approximately $3,613,000.

(10) Reflects amortization expense of $490,680 on the excess of purchase price consideration over net asset values related to the acquisition of Firestorm for
the year ended December 31, 2016.
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Exhibit 23.1

 
 

 
 

Consent of Independent Auditor
 

 
 

We consent to the inclusion in this Amendment No. 1 to Current Report on Form 8-K/A of our report dated April 26, 2017 relating to the financial statements of
NeoSystems, Corp. as of and for the years ended December 31, 2016 and 2015.
 

 
 

/s/ RSM US LLP
McLean, Virginia
November XX, 2017
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