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Independent Auditor's Report3d M & it & &

To the Board of Directors
SG Technologies, Inc. and Subsidiary

BEX (XE ) BRPILREFLAESS

We have audited the accompanying consolidated financial statements of SG Technologies, Inc. and Subsidiary
(the "Company"), which comprise the consolidated balance sheet as of April 30, 2017 and December 31, 2016
and the related consolidated statements of operations, stockholder's equity, and cash flows for the four-Month
Period Ended April 30, 2017 and year ended December 31, 2016, and the related notes to the consolidated
financial statements.

BATFITTEMNEX (XE ) BRPOREFAT (UTHHRBRLE ) @HMSEIREX , BEEIE2017F4830
HF2016F12 A31AMEHE=AMEK, 2017F1Z4 B HHEAIF2016 EFENEHRBER, SHPMEENETI XM
EHUERERURMSIREKRME,

Management’s Responsibility for the Consolidated Financial Statements. EZ X & H 1l 55 #8 7 49 FLF.

Management is responsible for the preparation and fair presentation of these consolidated 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

consolidated financial statements that are free from material misstatement, whether due to fraud or error.

BEREZEQVUANNKITTENEHN L ATIRE A VS HRRERRLAEERNTE  BFRIT. SENEH LERNIE
#, MESHUSHRERFFERNERIB RSB ERER.

Auditor’'s Responsibility FiFIFAgEF

Our responsibility is to express an opinion on these consolidated 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 audits to obtain reasonable assurance about whether the

consolidated financial statements are free from material misstatement.

BNHRERENTHFIT TENEMR EXEAMSHRREARFITERL BMNEREZEQUNFIHENNAERITT
Fit T/, FIDENERBMTARTFIT TEANSEHAMSHREREFFEENERRNSERIL.

Praxity

GLOBAL ALLIANCE OF
1 INDEPENDENT FIRMS


pat.lomerson
Detroit

pat.lomerson
Praxity


To the Board of Directors
SG Technologies, Inc. and Subsidiary

BEX (XE ) RRPOLREFLRAEER,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.

Tt TESREIRFITRS  UARBAEXEHMSHRSTNEEN T IHERE, EENFUHRFIORT FiTIMAYH
Wi SENEHTEEIERSBNEHMSHRRENERXARB TG, EHTRERTEN  FiIHHIERSEEHUS
WEREHM L AFIRARNASEZS , DRI INFIUTES  EENFAFETABRFNERERERENR. FitT
FEEAFINERREASITERENRIAMIELERS AT SEY | IRITNEHWSFRERN ZMAIIR.
BNMEE , BNRBNFITEERRS BEHN , NRRFITELREMAT EM,

Opinion Fif &L

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of SG Technologies, Inc. and Subsidiary as of April 30, 2017 and December 31, 2016 and the
results of their operations and their cash flows for the four-Month Period Ended April 30, 2017years then ended in

accordance with accounting principles generally accepted in the United States of America.

BAVAA  BLREHAMSHRREFMEEASFERBEELNNNSITHENNRAESES AWK T BIE2017F4
H30B#M2016F12A31BMEH MR , LUKk2017F1ZI4 B EAE FI2016M S EEMNESHALAERRNNESRE.,

Other Matter E#0EZ

As described in Note 1 to the financial statements, the parent Company Liaoning SG Automotive Group intends

to sell its interests of SG Technologies, Inc. Our opinion is not modified with respect to this matter.

MMSR/ERMELAR , SRATLTEBASEEARGERLTDLFEBFENEY ( XE ) AP OLHRMEIL,

ABERABTFEMELARNFITER,
ﬁwﬁ, f ?)lrwx/, PLLL

May 23, 2017
2017458230



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF
Consolidated Balance Sheet &3 &= fifizk

April 30, 2017 December 31, 2016

20175F4830H 2016%12H31H

Assets B 7=
Current AssetsHzh &=
Cashi1 & $ 4573568 $ 4,825,666
Accounts receivable - Net (Note 3) Rz ¥tk FX— %80 ( KiE3 ) - 13,420
Prepaid expenses and other current assets #3## 5% A M E a7 zh &= 863 2,326
Total current assetsiz &= & it 4,574,431 4,841,412
Property and Equipment- Net (Note 4)E & 7= %8 ( Fix4 ) 8,407 4,759
Other Assets- Investment in limited partnership E & = - & H R ARl 425,000 425,000
Total assets & =& 1t $ 5,007,838 $ 5,271,171

Liabilities and Stockholder's Equity i # A E N2
Current Liabilities it zh 1

Accounts payable B {3 K FX $ 11,368 $ 3,968
Accrued and other current liabilitiesT5 32 2% F8 1 E b7 3h = 5,276 2,337
Total current liabilities iz A E &1t 16,644 6,305
Stockholder's Equity (Note 7)FF A& ( MiE7) 4,991,194 5,264,866
Total liabilities and stockholder's equity A S FIFFE & & it $ 5,007,838 $ 5,271,171

See notes to consolidated financial statements. i WL & 3£ 55 % 2 fHE



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Consolidated Statement of Operations &3 fF)iE%

Net Sales®4& %8
Cost of SalesfH &R A

Gross LosstHEER
Operating ExpensesE& il 5 F
Operating LossE i %

Non-operating Income (Expense)EM# WA ( ZH )
Interest incomeFI 2 A
Dividend income% 7 I 25
(Loss) gain on disposal of property and equipmentE & & 7= 55 B iz
Interest expense® 2 3 H

Total non-operating income& A A &1t
(Loss) Income- Before income taxes ( 51 ) /A58 5 8-Bi50
Income Tax Expensefii5Hi %A

Consolidated Net (Loss) Income) ( 51 ) /558

See notes to consolidated financial statements. 3 L& 34 &k 3 M=

Four-Month Period

Year Ended December

Ended April 30, 2017 31, 2016
2017 1%I4 8 2016FE
$ $ 13,420
4,271 20,641
(4,271) (7,221)
279,359 411,935
(283,630) (419,156)
2,308 4,097
8,500
(850) 1,272,977
- (132)
9,958 1,276,942
(273,672) 857,786
$ (273,672) $ 857,786




SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Consolidated Statement of Stockholder's Equity & 3FFTH ENARBENFE

Additional Accumulated

Common Stock Paid-In Capital Deficit Total

RS BARRR Ritsii &it
Balance- January 1, 2015#1E201551 A 1 A R#A $ 1000 $ 9,979,000 $ (5,572,920) $ 4,407,080
Consolidated net income& # /&%5E - - 857,786 857,786
Balance- December 31, 20168 1E20165F12 A31 B R#A 1,000 9,979,000 (4,715,134) 5,264,866
Consolidated net loss& 321 % - - (273,672) (273,672)
Balance- April 30, 201781201744 8 30 A & $ 1,000 $ 9,979,000 $  (4,988,806) $ 4,991,194

See notes to consolidated financial statements. i W& 31 5 Hk F fE:



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Consolidated Statement of Cash Flows &# I &RER

Four-Month Period Year Ended December
Ended April 30, 2017 31, 2016
2017515148 20165 E

Cash Flows from Operating Activities@EEZ T ENA L TR
Consolidated net (loss) income& # ¢ 1f# $ (273,672) $ 857,786
Adjustments to reconcile consolidated net (loss) income to net cash from operating
activities: F&F FMBFT HEEEN=ENANSRE,
Depreciation& &% 7= #7 1A 631 889

Loss (gain) on disposal of property and equipmentE & & ™= &5 Bz 850 (1,272,977)
Changes In operating assets and liabilities which provided (used) cash:
ZEREFRIAGERES NI ERE

Accounts receivable B WK X 13,420 (13,420)
Prepaid expenses and other assets%## 2% F #l HE fth %8 7= 1,463 (2,326)
Accounts payable R {3 K X 7,400 (15,436)
Accrued and other liabilitiesTil#2 3% F M E 15 55 2,939 (1,624)
Net cash used in operating activities@ & E = WAL HE 2 (246,969) (447,108)

Cash Flows from Investing ActivitiesiRBEZI = ENA LT R
Purchase of property and equipmenttd 2 & E &= X (Y & (5,129) (424)
Proceeds from disposition of property and equipment&h & B & % 7= K B I & - 5,450,413
Purchase of investmenti¥ & T E & - (425,000)
Net cash (used in) provided by investing activities # % & 7 7 4 89 J1, 47 & % 41 (5,129) 5,024,989
Net (Decrease) Increase in CashZl&%8in ( ®4> ) (252,098) 4,577,881
Cash- Beginning of yearBl & i) £ $1 R 4,825,666 247,785
Cash- End of yearBl & By £ R R $ 4573568 $ 4,825,666

Supplemental Cash Flow Information- Cash paid for interest#l 7c 3. £ i € 1z .-

BAA R AR $ - % 132

See notes to consolidated financial statements. i WL & 3£ 5% 2 fH



SG Technologies, Inc. and Subsidiary Bt (EE) FHAP ORI TAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201794 H 30H 12016512 H31H

Note 1 - Nature of BusinessMii¥1-BEA&1& R

SG Technologies, Inc. and Subsidiary (the "Company") is a technical center for automobile technical
support and other research and development activities, including advanced design and development of
axles and automotive components. The Company's primary responsibility is assisting with new
engineering projects and supporting the U.S. program of Liaoning SG Automotive Group Co., Ltd. (the
"Parent”). SG Technologies, Inc., a Michigan corporation, is a wholly owned subsidiary of the Parent,
which is listed on the Shanghai Stock Exchange. SG Technologies, Inc. is the single-member owner of SG
Realty, LLC, a Michigan limited liability company that provides property management services for SG
Technologies, Inc. During the year ended December 31, 2016, the Company sold the remaining assets of

SG Realty, LLC, ceased all activities of the entity, and filed a certificate of dissolution.

B (XE ) ERPOLREFAT (B8 ) B—REHREAERRIFNFBHLEDNERAL , LF
SERLHNSFRENSRIZUTANF L, AREERERNSFN IR B RUNE BT TEXSES
ARG AERAT (“BAF ) WEETH., BX (£EB ) ERFLR—RETFEEBRMNOLL , ETELA
MERFNTF , BARRELBIERIZERN LT AR, BX (XEB ) ERPORNERHYLEER
S HBIRBRITEL FISG Realty LLCHIME—FTE A. Bi1L20165F12A31H RN RIHE T SG Realty LLC
NAMRREF , AL TEIRATNMBELEZHHRER T HHRE,

The parent company, Liaoning SG Automotive intends to sell its interests of SG Technologies, Inc.

FRF- UTBAXAEEARGERARLSEEENEL (X8 ) BRAP ORI,
Note 2 - Significant Accounting PoliciesHf3£2-EX&iTBUER

Basis of Presentation 454/#t#

The consolidated financial statements are prepared using the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America (U.S. GAAP).

AATMEHMSHRRIZBEELNIANSIHEN (US GAAP ) WHLE M & EHI A mEIER,
Principles of Consolidation 2# &4/

The consolidated financial statements include the accounts of the Company and its wholly owned

subsidiary. All material intercompany accounts and transactions have been eliminated in consolidation.



SG Technologies, Inc. and Subsidiary Bt (EE) FHAP ORI TAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 30H #120164E12H 31H
Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

EAMSHEEBFEARAREERFLANAMARIUKS . IEEANXEARZESHIEPHRT TIEHE,

Functional Currency iZ#(Z& i

The functional and reporting currency of the Company is the United States dollar.

R ARG T MR B SR EFFRAN KRN E T,

Credit Risk, Major Customers, and Suppliers EAMB, ETEF FLLE

One customer, Fengcheng SG Axle Shaft Co., an affiliated automobile parts supplier, comprised 100
percent of the Company's revenue for the year ended December 31, 2016. The customer's accounts
receivable balance amounted to $13,420 as of December 31, 2016. There were no sales to this customer
recognized during the four-month period ended April 30, 2017. There were no accounts receivable

outstanding from this customer at April 30, 2017.

BXREEHMARR-—FRAFRMENE REALFANESF , BNARLTNREKAT |, 2016 FE RN TR
BRHEERARRKRETXRKKLT, BIE2016F12831H |, ZX<BKA TN NBIKRRIFAL13 , 420% 7T,
HE2017F 124 AR AN AEREEZXBEARAREHE LS ER, B1E2017F4A308 |, ZXEKRA T MK
T2 Pk E

Trade Accounts Receivable AV

Accounts receivable are stated at net invoice amounts. An allowance for doubtful accounts is established
based on a specific assessment of all invoices that remain unpaid following normal customer payment
periods. In addition, a general valuation allowance is established for other accounts receivable based on
historical loss experience. All amounts deemed to be uncollectible are charged against the allowance for
doubtful accounts in the period that determination is made. Management considers all accounts receivable
collectible and, therefore, an allowance for doubtful accounts has not been recorded at April 30, 2017 and
December 31, 2016.

BIUs K R FRERR R R A TSR, BFRKERNITHR | RXEE E RN RER R KE # RR0 &K EH# 1T
NS IEREN. 1A , ELRBUATEKRANLRREIN—BRELS. PIETERENRBIKR 2%
HABMUTRHNAKAERZ, EBRIAN , AERBIKRETAKRE, Rt , 120175648300 2016512
A31A AR B IHRAKER,



SG Technologies, Inc. and Subsidiary Bt (EE) FHAP ORI TAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 30H #120164E12H 31H
Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

Property and Equipment & E &/~

Property and equipment are recorded at cost. The straight-line method is used for computing depreciation.
Assets are depreciated over their estimated useful lives. Costs of maintenance and repairs are charged to

expense when incurred.

BE R~ RRA LR, RAELEENIT A EABRARTIE BER~HNEEEFMEERA &
REMITARZR,

Investments ##

During the year ended December 31, 2016, the Company made an investment in an unrelated limited
partnership. Investments in entities in which the Company has less than a 20 percent interest or is not able
to exercise significant influence are carried at cost. Dividends received are included in income, except for
those dividends received in excess of the Company’s proportionate share of accumulated earnings, which
are applied as a reduction of the cost of the investment. Impairment losses due to a decline in the value of
the investment that is other than temporary are recognized when incurred. No impairment losses were
recognized for 2017 or 2016.

#12016F12A31H , ARARRE T —RIEXKBREN D, AN FRILEIE200UTREFER
BEAEENSUBIRERARREITE. W FRBIWLFR , RBL TR SRR E LLAIEIAR T RS
B H R A IR T LE B BB 3 B9 AL F ORI BRI R B AR . FFE R MR RN E TS BN R RERAERE
BF LI, 2016F H2017F R BEINRBUR B MR B = REHR X,

Revenue and Cost Recognition KA FILZE UL

Revenue is recognized when it is realized or realizable and earned. The Company considers revenue
realized or realizable when it has persuasive evidence of an agreement, the product has been delivered,
services have been provided to the customer, the sales price is fixed or determinable, and collectibility is

reasonably assured.

HEWAZEERA , AXIAHEERFUBEIA ETRERT AL UNNEERACEAFTXA , AR
SHILERBHEENMUCELEE BmRELRH  BRIELREHAES  HENMKREENRAREN |, &£
MK ERF D HRIE , WALXRAAEERABKAH TR,



SG Technologies, Inc. and Subsidiary Bt (EE) FHAP ORI TAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 30H #120164E12H 31H
Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

Income Taxes AF72#

A current tax liability or asset is recognized for the estimated taxes payable or refundable on tax returns for
the year. Deferred tax liabilities or assets are recognized for the estimated future tax effects of temporary

differences between financial reporting and tax accounting.

TR A EH AR R EWIAN HHFF SR ABRIE ™ BEMESRARRE~RRETENENEERE
BIZABLE B 22 57 T BAFE A,

Use of Estimates 21111

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenue and expenses during

the reporting period. Actual results could differ from those estimates.

REAMSHRRRBFEZEQSNNIEMNRHN . 2UHENERQFTEEREHSIHETTNRIR  BXHW
HIFHBRREEREHAMSRERAA=SHSHIRER  REREIERSHNE  URKBEHERIK
AMRANFREH . KRERTESELEITNRINVERBER.

10



SG Technologies, Inc. and Subsidiary Bt (EE) FHAP ORI TAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 30H #120164E12H 31H
Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

Upcoming Accounting Pronouncements AR L i1 4\ &

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606), which will supersede the current
revenue recognition requirements in Topic 605, Revenue Recognition. The ASU is based on the principle
that revenue is recognized to depict the transfer of goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The ASU also requires additional disclosure about the nature, amount, timing, and uncertainty of
revenue and cash flows arising from customer contracts, including significant judgments and changes in
judgments and assets recognized from costs incurred to obtain or fulfill a contract. The new guidance will
be effective for the Company's year ending December 31, 2019. The ASU permits application of the new
revenue recognition guidance to be applied using one of two retrospective application methods. The
Company has not yet determined which application method it will use. The Company is in the process of
evaluating the impact of the new standard which may change the timing of revenue recognition due to the
types of contracts that the Company enters into with its customers for engineering and design services.
The new standard will also require expanded disclosures surrounding revenue in the notes to the

consolidated financial statements.

2014%58 , MELIHHENZ RS (FASB ) £12014-095£1HENERH (ASU) ( E606% : BFRF AR
A, BRE605K (WMAHIN ) IS BABIARL, AAMSIHENERHRERUNZBAZRRBRELTITE
R EAMBIRERS MARBHSTRE I A LT AN ERERFAMEERANMERT, £,
EEIFBABAARE S ERBRTEEYE  SEERHMN, W EEUARRBRENESRRAEIANE>,
NRFF2019F 12 A1 A BEEEFHAE, RIDENNEFR AT L AXRARMSITERERSEH—
MREEHEFHTBABEIA, ARMKRRERAFMGLITHERERESE. HENSRAATEEFZITNIRER
RRITERNTRED MR ABEIAWEE, Bl , AR EEITEZEME, A, HENEREEHUS
REMDEPT BELRAHERE,

11



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 H30H 12016512 H31H

Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

In November 2015, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2015-17, Balance Sheet Classification of Deferred Taxes, which will modify how
deferred income taxes are presented on the balance sheet. The ASU will require all deferred tax assets
and liabilities to be reported as noncurrent in a classified statement of financial position. The new guidance
will be effective for the Company’s year ending December 31, 2018. The ASU permits the new deferred
income tax classification guidance to be applied either prospectively or retrospectively. The Company has
not yet determined which application method it will use and the impact of the new standard on the

consolidated financial statements is not expected to be material.

20155118 , MELITHEMNZER S (FASB ) £M2015-175 21T EMER (ASU ) (BREFMBRERS R
BRRENDER)  BRTZBLEMEBERTARRNIHAI R, BREAMATENERER | BLEFREH
B SR EPERABREMSIRERFIFRNIFRBMETE . N2018F12A3187F % , 2B RHREHIEN K
o, AWML AENERAFLARRARKEREZRER BB ENSELEMSHETIEL, BT, RBERRE
RAMMBESE. FANRBTEXNEHMSHRREBRERZNA,

In February 2016, the FASB issued ASU No. 2016-02, Leases, which will supersede the current lease
requirements in ASC 840. The ASU requires lessees to recognize a right-of-use asset and related lease
liability for all leases, with a limited exception for short-term leases. Leases will be classified as either
finance or operating, with the classification affecting the pattern of expense recognition in the statement of
operations. Currently, leases are classified as either capital or operating, with only capital leases
recognized on the balance sheet. The reporting of lease-related expenses in the statements of operations
and cash flows will be generally consistent with the current guidance. The new lease guidance will be
effective for the Company's year ending December 31, 2020 and will be applied using a modified
retrospective transition method to the beginning of the earliest period presented. The new lease standard
is expected to have a significant effect on the Company’s consolidated financial statements as a result of
the leases for office space classified as operating leases. The effect of applying the new lease guidance is
expected to increase long-term assets and lease liabilities upon adoption. The effects on the results of
operations are not expected to be significant as recognition and measurement of expenses and cash flows

for leases will be substantially the same under the new standard.

12



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
20174430 HA120164E12 5 31H
Note 2 - Significant Accounting Policies (Continued)Mt3¥2-EX&ITBEE (£ )

2016528 , MBRXITHANER 2 KM2016-0252THENER (T ) , FERITHENCHRHEBL0KFIFIN
HERAE, AMSIDENEFH ERAMEABBERTE=HNEARARABHENOEAT LS , B0 3EHHES
B, AP IMSHEEENLREMEER , RO XNAERFEXBABINN SR SFE—EFE, B,
HES> NREHARNLZESEREE , EFARKRRBIAREEHRSE, FERPARZANNSREN SR
HEFHTRXIEN M20205F12 B31 B FF A, A FF SRS FMARLIHEN HXABH AR EHITHE,
EFALNERTHAALERAME , BFQIENFTN A REHMSREFTEEAF N, KESHETENE
EEMEBR-NERAR  ATEHAVUT , ATRANTALRENBHIANITES ZEERTRT | AEXNE
BELSHNEMTEAK,

Subsequent Events #4555

The consolidated financial statements and related disclosures include evaluation of events up through and
including May 23, 2017, which is the date the consolidated financial statements were available to be

issued.

HESEMEEEIL20175A230 ( EHUSFHRERA ) BEAMSHRRURMBXIZESIA T,

Note 3 - Related Party Transactionskii3-xEkA R Z

The following is a description of transactions between the Company and related parties:

LTFRARNATEXRBRERENKS
Accounts Receivable &7y s

At December 31, 2016, the Company had accounts receivable from an affiliate, Fengcheng SG Axle Shaft

Co., totaling $13,420. There were no accounts receivable outstanding from affiliates at April 30, 2017.

120165128310 |, B R ¥ M B MUK RGREN13,420% T, #EIE20175F4A308 , FRARKIKR
BHeEwE,

The Company has an agreement with the Parent to purchase machinery and equipment on its behalf and
pay for the refurbishment of those assets. The aforementioned equipment is not recorded within the
consolidated financial statements of the Company and is the property of the Parent. There were no

accounts receivable related to this agreement at April 30, 2017 and December 31, 2016.

13



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
20174430 HA120164E12 5 31H
Note 3 - Related Party Transactions ( Continued ) Mi3¥3-XBkH 32 5 (£)

NAIEERAFERPN , KRAXKMNBFEZHZLSEERRH, LRERFRECMEEHMSIREL , BAft
MNP ENB TR AT, 2017548308 M20165F128318 |, &8 X E£ 54K HIAE <0 R UK.

Revenue from Affiliates XBEXF KA

For the four-month period ended April 30, 2017 and year ended December 31, 2016, the Company had

revenue from affiliates totaling $0 and $13,420, respectively.

2017124 RHARIM2016 5 E , AR BXRERZ WA LF S 5 N0ETMI3 , 420K 7T,
Note 4 - Property and Equipmentfii¥4-BE e &=

Property and equipment are summarized as follows:EE&=#HR M T :

Depreciable Life —

April 30, 2017 December 31, 2016 Years
201754 H30H 2016%12A31H T IR4ERR
Machinery and equipment#85i& & $ 1,362 $ 2,051 10
Computer equipment and software it B #li% & M4 15,533 11,301 3-5
Total costEE &= RESIT 16,895 13,352
Accumulated depreciation&1it#7|H 8,488 8,593
Net property and equipment& & & 7= % &l $ 8,407 $ 4,759

Depreciation expense for the four-month period ended April 30, 2017 and year ended December 31, 2016
was $631 and $889, respectively.

201751214 A HAE| 5 M2016F EMITIHZ A 9 5176313 st fM889% T,

On February 16, 2016, the Company sold a building, related real estate, and certain equipment and
fixtures located in Farmington Hills, Michigan for $5,800,000 in cash proceeds, before transaction costs.
The gain on sale of property and equipment is reported net of transaction costs in the accompanying

consolidated statements of operations and cash flows for the year ended December 31, 2016.

20165F2H16H , 2 735,800,000 ST HE TN T HAEBE M EHWS /RETH —BERY. HXTE™=, i&
ZMEERE. LEFRERTH 2  SSEMMN2016EFESHFEARMEH N ESRERF,

14



SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
201744 H30H 12016512 H31H
Note 5 - Operating LeasesHfti¥5-2 &

Effective May 1, 2016, the Company is obligated under an operating lease for its administrative offices
through October 2018. The lease requires the Company to pay taxes, insurance, utilities, and
maintenance costs. Total rent expense under the leases was $9,373 and $18,037 for the four-month
period ended April 30, 2017 and year ended December 31, 2016, respectively.

H2016F5818# , ATALEN D ABRARMVERERR , O T20185F 108 ZH, RBHEE DI
E, NEMTIBABRR. RE., DAL FNEFRRA, REETHUHNE , 2017F1F14 B BB F20165F
ENHEELH 9 5179,373% T M18,037% T,

Future minimum annual commitments under the operating lease are as follows LR ZE T MU E K &

EFHRLWT :
Calendar Years Ending
December 31 Amount
HIUE12A3LHWEE £
2017 $ 18,648
2018 23,826
Total&it ¢ 42,474

Note 6 - Income TaxesKi3x6-FF88

The details of the net deferred tax asset are as followsi® EFT B &= 82BN T :

April 30, 2017 December 31, 2016

2017%4A30A 2016%12H31H
Deferred tax assetsi# RTS8 & ™= $ 1,676,000 $ 1,583,000
Valuation allowance recognized for deferred tax assets #EFF 5B A= H& & (1,676,000) (1,583,000)
Net deferred tax asset & TS & 7= 2 E $ - $

The provision for income taxes shown on the accompanying consolidated statement of operations differs
from the amounts that would result from applying statutory tax rates to income before income taxes,
primarily because of the marginal tax rates used to compute deferred taxes, permanent differences
between determining income for consolidated financial statement purposes and computing taxable

income, and the effect of state and local taxes.
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SG Technologies, Inc. and Subsidiary B (EE) FERTOLEHETAF

Notes to Consolidated Financial Statements &3 &R EME

April 30, 2017 and December 31, 2016
20174E4 5 30 A M120164£12H31H
Note 6 - Income Taxes ( Continued ) Hi3¥6-Fr{E(4&)

EHHNEHFERMIINAERBZASRESZTENTEREFACANER  TBH T IHER LSBT
RAWEERE, SHMSRRPEIAN RS S RABATSEZ 8 #9 K A M2 5 SR N F 3 75 5 4 2208

Realization of deferred tax assets is dependent on generating sufficient taxable income prior to the
expiration of loss carryforwards. The Company has loss carryforwards for tax purposes of approximately
$4,621,000 at December 31, 2016, expiring in years from 2028 through 2036. Due to uncertainty as to the
realization of the net operating loss carryforwards, a valuation allowance has been recorded against the

related deferred tax asset.

BIEFEBHATNBIANTIRRATEZIRSHEPZ I REEE 2B NN AT SFRAH . E1E20165F12H31
B, BESENAERNTIRSTHREHLNIN4L,621,000E 7T |, FF2028F F2036FHEH, ATFFEERIAR
B FE BB RERGINERESHR , CREMSHESITR T REER S,

Note 7 - Capital StockM¥7-R&ZA

Common stock consists of 60,000 authorized shares of $1 par value stock. As of April 30, 2017 and

December 31, 2016, there were 1,000 shares issued and outstanding.

EZE R EIE60,000REL TR , BREEBEN1IET. BlL2017F48308 M20165F12A31H , AFAEX.
1T1000f8 Zi@RR o

Note 8 - Retirement PlansMi3E8-iB kit Xl

The Company sponsors a 401(k) plan for salary and hourly employees who have one month of service and
are at least 21 years of age. The plan provides for the Company to make a discretionary profit-sharing
contribution which is an amount determined by the Company and allocated on a pro-rata basis to
participants. There were no contributions in the four-month period ended April 30, 2017 and year ended
December 31, 2016.

RARNERF—MNABELFRH2IFWGF A TR T401KBRKITR . RBZITR , A8 BITREFE
DESFUARTINSEANSZLH, 2017F5IHNA 520165 E |, 2 EREHHI0IKBKITRIE,
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