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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forwaodking statements,” which include information rigtto future events, future
financial performance, financial projections, stgiés, expectations, competitive environment agdlation. Words such as “may,”
“should,” “could,” “would,” “predicts,” “potential, “continue,” “expects,” “anticipates,” “future,” ihtends,” “plans,” “believes,”
“estimates,” and similar expressions, as well atestents in future tense, identify forward-lookistgitements. Forward-looking
statements should not be read as a guarantee wé fperformance or results and may not be accimdieations of when such
performance or results will be achieved. Forwaimking statements are based on information we hawenwhose statements are
made or management’s good faith belief as of tina twith respect to future events, and are sulifecisks and uncertainties that
could cause actual performance or results to diffaterially from those expressed in or suggesteth&yorward-looking statements.
Important factors that could cause such differeimeesde, but are not limited to:

» General economic conditions and their effect onatearfor electrical equipment, particularly in tr@amercial construction
market, but also in the power generation, industriaduction, data center, oil and gas, marineiafrdstructure industries.

e The effects of fluctuations in sales on our bushesvenues, expenses, net income, income (lossyhaee, margins and
profitability.

» Many of our competitors are better establishedlange significantly greater resources, and may di#estheir competitive
offerings with other products and services, whicymmake it difficult for us to attract and retaumstomers.

* We depend on Verizon Inc (“Verizon”) and CleanSpdrc (“CleanSpark”) for a large portion of our iness, and any
change in the level of orders from Verizon or Clepark could have a significant impact on resultspdrations. We have
been advised the agreement with Verizon for thew@ntative maintenance service will not be renewed the current term
expires on March 31, 2020.

* The potential loss or departure of key personmeluding Nathan J. Mazurek, our chairman, presi@wt chief executive
officer.

« Our ability to generate internal growth, maintaiarket acceptance of our existing products and geteptance for our new
products.

» Unanticipated increases in raw material pricesisitugtions in supply could increase production s@std adversely affect
our profitability.

*  Our ability to realize revenue reported in our bagk

» Operating margin risk due to competitive pricinglaperating efficiencies, supply chain risk, matkrabor or overhead
cost increases, interest rate risk and commodiky ri

» Strikes or labor disputes with our employees maseeskly affect our ability to conduct our business.

 The impact of geopolitical activity on the econonshanges in government regulations such as incemest duties and
tariffs on the importation of products we sell ink® United States, climate control initiativese timing or strength of an
economic recovery in our markets and our abilitpdoess capital markets.

e Our chairman controls a majority of our voting poyand may have, or may develop in the future résts that may diverge
from yours.

» Future sales of large blocks of our common stocl attversely impact our stock price.
* The liquidity and trading volume of our common &toc

*  Our business could be adversely affected by anreakbof disease, epidemic or pandemic, such agltiml coronavirus
pandemic, or similar public threat, or fear of sachevent.

The foregoing does not represent an exhaustiveflistatters that may be covered by the forward-loglstatements contained herein
or risk factors that we are faced with that mayseaour actual results to differ from those antit@gain our forward-looking
statements. Moreover, new risks regularly emergeifis not possible for us to predict or articelatl risks we face, nor can we
assess the impact of all risks on our busineskeoextent to which any risk, or combination of sisknay cause actual results to differ
from those contained in any forward-looking statateeExcept to the extent required by applicableslar rules, we undertake no
obligation to publicly update or revise any forwdwdking statement, whether as a result of newrmédion, future events or
otherwise. You should review carefully the risksl amcertainties described under the heading “ItémRisk Factors” in this Annual
Report on Form 10-K for a discussion of the foregoand other risks that relate to our businessiawelsting in shares of our
common stock.



PART |
ITEM 1. BUSINESS
Overview

Pioneer Power Solutions, Inc. and its wholly owisedsidiaries (referred to herein as the “Compafyibneer,” “we,” “our” and
“us”) manufacture, sell and service a broad rarfggpecialty distribution and on-site power genemtquipment for applications in
the industrial, commercial and backup power markete Company is headquartered in Fort Lee, NegeJeaind operates from five
(5) additional locations in the U.S. for manufaaigy sales and administration.

Our largest customers include a number of recodnimional and regional industrial companies angiresering, procurement and
construction firms located in North America. Weeindl to grow our business through internal prodegetbpment, and expansion of
our sales force coverage to increase the scoperededance of highly-engineered solutions and temdinservice we offer our

customers for their specific electrical application

Description of Business Segments

We have two reportable segments: Transmission &ibigion Solutions (“T&D Solutions”) and Criticdower Solutions (“Critical
Power”).

e« Our T&D Solutions business provides equipment smhst that help customers effectively and efficignthanage their
electrical power distribution systems to desiredcsications. These solutions are marketed prinigighrough our Pioneer
Custom Electric Products, Inc. (“PCEP”) brand name.

» Our Critical Power business performs service onaustomer’s sophisticated power generation equipnidrese solutions
are marketed by our operations headquartered imédimta, currently doing business under the TitagrggnSystems Inc.
(“Titan”) brand name.

Disposition of Business Units
Sale of PCPI

On January 22, 2019, Pioneer Critical Power, lacDQelaware corporation (“PCPI"), a wholly-owned sigliary of the Company
within the T&D Solutions segment, CleanSpark anda@iSpark Acquisition, Inc., a Delaware corporafitvierger Sub”), entered
into an Agreement and Plan of Merger (the “Merggre®ement”), pursuant to which, among other thiddsrger Sub merged with
and into PCPI, with PCPI becoming a wholly-ownethsidiary of the CleanSpark and the surviving comgpahthe merger (the
“Merger”).

At the effective date of the Merger, all of theued and outstanding shares of common stock of R&ziPalue $0.01 per share, were
converted into the right to receive (i) 175,000rskaof common stock, par value $0.001 per shar&lednSpark (“CleanSpark

Common Stock”), (i) a five-year warrant to purcbd®,000 shares of CleanSpark Common Stock at encieg price of $16.00 per

share, and (iii) a five-year warrant to purchas@®80 shares of CleanSpark Common Stock at an exepeice of $20.00 per share.
The share quantities and exercise prices of warrafiect the 10:1 stock split completed by Clearjin December 2019.

The Merger Agreement also contained representativaganties and covenants of the parties custorfmariransactions similar to
those contemplated by the Merger Agreement. Supresentations and warranties were made solely dopgses of the Merger
Agreement and, in some cases, may have been subjgedlifications and limitations agreed to by gaties in connection with the
negotiated terms of the Merger Agreement and dedlify disclosures that were made in connectioh thie parties’ entry into the
Merger Agreement.

In connection with the Merger Agreement, the Conyp&ieanSpark and PCPI entered into an Indemnitieédgent (the “Indemnity
Agreement”), dated January 22, 2019, pursuant tchwthe Company agreed to assume the liabilities @ligations related to the
claims made by Myers Powers Products, Inc. in e ditledMyers Power Products, Inc. v. Pioneer Power Sohsj Inc., Pioneer
Custom Electrical Products, Corp., et,dlos Angeles County Superior Court Case No. BC@6gthe “Myers Power Case”) as they
may relate to PCPI or CleanSpark after the closinthe Merger. In addition, the Company agreednttemnify and hold harmless
CleanSpark and the surviving company of the Meaget their respective officers, directors, agenesmimers and employees, and the
heirs successors and assigns of the foregoing &rragainst all losses incurred by reason of clamade by Myers Power Products,
Inc. as presented or substantially similar to fhi@sented in the Myers Powers Case that are braggihst CleanSpark or the
surviving company of the Merger after the closirigh®e Merger. The Indemnity Agreement expires fjgars from the date of the
Indemnity Agreement.



In connection with entry into the Merger Agreeméhg Company and CleanSpark entered into a Coritantifacturing Agreement
(the “Contract Manufacturing Agreement”), datedodslanuary 22, 2019, pursuant to which the Compagrged to manufacture
paralleling switchgear, automatic transfer switchesl related control and circuit protective equipmgollectively, “Products”)
exclusively for purchase by CleanSpark. CleanSpareed to purchase the Products via purchase aedersd to the Company at
any time and from time to time. Pursuant to the t@at Manufacturing Agreement, the price for thedRricts payable by CleanSpark
to the Company are negotiated on a case by cage bas all purchases of Products have a targeepf 91% of the CleanSpark
customer’s purchase order price and are not to dre than 109% of the Company’s cost. The ContraahiMacturing Agreement
has a term of 18 months and may be extended byatatmeement of the Company and CleanSpark.

In connection with entry into the Merger Agreemethte Company and CleanSpark entered into a Non-@bttigm and Non-
Solicitation Agreement (the “Non-Compete Agreemgntiated January 22, 2019, pursuant to which thegamy agreed not to,
among other things, own, manage, operate, finasur#yol, advise, render services to or guaranteeotiligations of any person or
entity that engages in or plans to engage in tlegde manufacture, distribution and service of faling switchgear, automatic
transfer switches, and related products (the “Restt Business”). The Company agreed not to engadbke Restricted Business
within any state or county within the United Stateswhich CleanSpark or the surviving company dof tfierger conducts such
Restricted Business for a period of four (4) ydevm the date of the Non-Compete Agreement.

In addition, the Company also agreed, for a pedabébur (4) years from the date of the Non-Comp&tgeement, not to, among
other things, directly or indirectly (i) solicitnduce, or attempt to induce customers, suppli&endees, licensors, franchisees,
consultants of the Restricted Business as condumtdtie Company, CleanSpark or the surviving corggarcease doing business
with the surviving company or CleanSpark or (iijigq recruit, or encourage any of the survivingngpany's or CleanSpark’s
employees, or independent contractors to discoatineir employment or engagement with the survidogpany or CleanSpark.

The Merger resulted in the deconsolidation of P@md a gain of $4.2 million in the first quarter 2019. The fair value of the
investment in the common stock of CleanSpark wasroiéned using quoted market prices and warrantg wstablished using a
Black Scholes model.

From the date of sale through December 31, 2010 etimated fair value of the warrants and comniooksdecreased to $1.4
million and an unrealized mark to market loss oB$aillion was recognized within other expensetfe year ended December 31,
20109.

Sale of Transformer Business Units

On June 28, 2019, the Company entered into thekRRacchase Agreement (the “Stock Purchase Agreémdayt and among the

Company, Electrogroup Canada, Inc., a wholly owsosidiary of the Company (“Electrogroup”), Jef@er<£lectric, Inc., a wholly

owned subsidiary of the Company (“Jefferson”), JExMan Holdings, Inc., a wholly owned subsidiary tbé Company (“JE

Mexico,” and together with Electrogroup and Jeffersthe “Disposed Companies”), Nathan Mazurek, o ransformers L.P. (the
“US Buyer”) and Pioneer Acquireco ULC (the “Canadiuyer,” and together with the US Buyer, the “BriyePursuant to the

Stock Purchase Agreement, the Company agreedIt@)sell of the issued and outstanding equity ietts of Electrogroup to the
Canadian Buyer and (ii) all of the issued and auding equity interests of Jefferson and JE Mexicthe US Buyer (collectively,

the “Equity Transaction”).

Under the terms of the Stock Purchase Agreemeatcdimsideration for the Equity Transaction condisiea base cash purchase
price of $60.5 million, as well as the issuancetiy Buyer of a subordinated promissory note to &orPower in the aggregate
principal amount of $5.0 million, in each case sgbjto adjustment pursuant to the terms of the KSRuirchase Agreement. The
Buyer was to have the right to set-off amounts oteelioneer Power under the Seller Note in the eggie principal amount of $5.0
million on a dollar-for-dollar basis by the amowfitany indemnifiable losses Buyer suffers as altedicertain actions or omissions
by Pioneer Power or the Disposed Companies.

On August 13, 2019, Pioneer Power, the Buyer andDtisposed Companies entered into Amendment No.thet Stock Purchase
Agreement (the “Amendment”). Pursuant to the Ameadimn(i) the base purchase price was increased $@&b million to $68.0
million, (ii) the target working capital amount tife Disposed Companies was increased from $211@dmib $29.6 million, (iii) the
parties agreed to an estimated closing net workamital amount of $23.6 million, (iv) the increasethe base purchase price was to
be paid in the form of an additional Seller Notdéha aggregate principal amount of $2.5 milliorb&oissued to Pioneer Power at the
closing, (v) a $150 deductible was added with respe the indemnification obligations of Pioneerwo and the Disposed
Companies concerning certain legal matters, (\op@ér Power agreed to pay any difference betweefirthl net purchase price and
the closing date net purchase price in immediasefgilable funds rather than causing the Buyer toofiethe amount of such
difference against any amounts due and payableidoeBr Power under the Seller Note, subject toagerxceptions, (vii) the
definition of Applicable Adverse Event was amendedexclude certain events related to Pioneer Pew@nancial performance
through the second quarter (subject to certainpiargs, such items were also excluded from the-plosing indemnity under the
Stock Purchase Agreement) and (viii) the partieged) to the allocation of the $1.8 million insuramroceeds still to be received
from the June 2019 flood at Pioneer Power’s facilit Reynosa, Mexico. The Buyer is only requireds&t-off any indemnifiable
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losses the Buyer suffers as a result of certailo@gt omissions, or misrepresentations by PioneareP or the Disposed Companies
against the first Seller Note in the aggregateqipad amount of $5.0 million.

On August 16, 2019, the Company completed the Eduiansaction pursuant to the terms and conditiminthe Stock Purchase

Agreement, as amended by the Amendment. As comsideifor the Disposed Companies, Buyer paid the@my a base aggregate
purchase price of $68.0 million, consisting of §§0.5 million of cash, (ii) the issuance by the Bugf a subordinated promissory
note to Pioneer Power in the aggregate principabuarnof $5.0 million and (iii) the issuance by tBeiyer of a subordinated

promissory note to Pioneer Power in the aggregateipal amount of $2.5 million. The subordinaterbmissory notes accrue
interest at a rate of 4.0% per annum with a fir@yrpent of all unpaid principal and interest becamiunlly due and payable at

December 31, 2022. During the fourth quarter of 2the Company and the Buyer, pursuant to the SRagkhase Agreement,
completed the net working capital adjustment, whigtulted in the Company paying the Buyer $1.7iomlin cash and reducing the
principal amount of the $5.0 million Seller Note $8.3 million. After these adjustments, and expsnsesale, we received net
proceeds from the sale of $45.2 million. Subseqtefinalizing the working capital adjustment dithe fourth quarter of 2019 the
gain recognized on the Equity Transaction amoutde®l 3.7 million and is reflected within discontedioperations.

Upon completion of the Equity Transaction, Pioneewer sold to the Buyer all of the assets andliiss associated with its liquid-
filled transformer and dry-type transformer mantidgiog businesses within the Company’s T&D Solutisegment. The transformer
business units are being presented as discontiopethtions for all periods presented in this repdhte Company retained its
switchgear manufacturing business within the T&DOuBons segment, as well as all of the operatisssoaiated with its Critical
Power segment.

T&D Solutions Segment

We design, develop, manufacture and sell a widgerari distribution equipment and our emphasis ipriavide custom engineered,
manufactured-to-order solutions, which we estin@ateently represents all of our T&D revenue. Weidad that demand for our

solutions is driven primarily by end user maintes&programs to repair, replace or retrofit agingigeent, as well as to upgrade or
expand their electrical distribution systems tocmemodate growth and other changes in their operstio

We distinguish ourselves by producing a wide raoigengineered-to-order equipment, sold either diygdo end users, engineering
and construction firms or through electrical distitors. We serve customers in a variety of indestimcluding industrial customers,
OEMs, commercial firms, contractors and renewahbkrgy producers.

Summary of T&D Solutions Segment Offerin

Product Category Solutions

= Traditional low voltage panel boards, switchboaadd switchgear, using electrical components
major manufacturers

= Custom manufactured and U.L. approved NEMA eleatrequipment

= Other equipment: controls, load banks, surge ptiote and relad equipment for pow
conditioning and reliability

Switchgear

There are many different classes of switchgeagreedc term that encompasses the finished assasfiblgystem of devices utilizing
electrical disconnects, fuses and circuit breaketgse general function is to distribute, contnodl anonitor the flow of electrical
energy, while isolating and protecting critical ggnent such as transformers, motors and otherrelelty powered machinery.

We design and manufacture low voltage electric powistribution panel boards, low voltage switchgead switchboards
manufactured at our facility in Southern Californidhis location specializes in quick-turn, manufaet-to-order circuit
protection and control equipment, primarily servaigctrical distributors in the region.

Critical Power Segment

Our Critical Power business performs service onomstomer’s sophisticated power generation equipnidrese systems are used to
maintain reliable emergency standby power at féesliwhere it is either required or where the pidmonsequences of a power
outage make it necessary — such as at data cehtagitals, communications facilities, factorieafional retailers, military sites,
office complexes and other critical operations.



Summary of Critical Power Segment Offerings

Product Category Solutions

= Scheduled preventative maintenance, and 24/7 rapdisupport services provided for all makes andats
of equipment under one to five year contracts

Service = Regional service: provided by our technicianshim Midwest and Florida

= National service: provided by our technicians aetimork of field service providers throughout theited
States for multi-site, multi-state power generaggipment owners

= UPS systems from major manufacturers

Service

Power generation systems represent considerabdstiments that require proper maintenance and seirvierder to operate reliably
during a time of emergency. Our power maintenamograms provide preventative maintenance, repalrsupport service for our

customers’ power generation systems. To supportostomers in managing their critical infrastruetwve maintain inventories of
repair parts, a fleet of service vehicles and # sfacertified field service technicians in the dvest and Florida. To complete our
geographic coverage, we maintain a network of fsgldiice partners located in other regions, enghlgto provide quick-response,
24/7 service capability that can effectively seevamy make and model of back-up power equipmeanyncity of the United States.
Our field service organization services more thaB06 generators owned by more than 1,000 custoloeaded throughout the

United States, including for multi-site, multi-statustomers.

We recognize discrete revenue streams from secaio#acts, installation and maintenance serviaas vee offer service contracts to
all owners of power generation and related equigmehether or not the equipment was originally sbld us. Our service
agreements have terms ranging from one to fivesygaduration, providing us with a recurring reveratream, and generally yield
higher margins as compared to genset equipmers. sale

Business Strategy

We believe we have established a stable platfoom fwhich to develop and grow our business linegemaes, net income and
shareholder value. We are focused on internal dgrdlrough operating efficiencies, new product depeient, customer focus and
our continued migration towards more highly-engmeeeproducts and specialized services. We interglgiificantly increase the
percentage of our sales derived from engineeratéder products and differentiated services ancefelthis can be accomplished by
targeting market segments, such as data centersxdependent power producers, which have growthacheristics exceeding the
norm in our industry.

During 2019, the Company completed the sales otrdmesformer and the PCPI business units. The Coypantinues to explore
strategic alternatives for its remaining businasissu

We intend to build our revenue and net income aésraexceeding industry norms through internal ghowtitiatives and
complementary acquisitions. Accomplishing thesariizial goals will be dependent on a number of factocluding our ability to
execute the following strategies and actions:

» Evolving from a product-oriented to a customer aratket-centric, solutions-oriented organization;

» Establishing a scalable organizational infrastrieto support our expected growth;

» Investing in our capabilities to provide progres$jvmore advanced equipment and service solutions;
« Continuously applying our manufacturing and servasources to their highest and best uses;

» Capitalizing on inter-segment manufacturing effigies and shared utilization of our facilities;

» Expanding our margins through outsourcing productary our products;

» Combining and streamlining our business unit supplins and administrative functions;

* Improving business processes to deliver consistequlity and value to our customers.

T&D Solutions Segment

We intend to accomplish our growth objectives wittour T&D Solutions business by emphasizing ourabdjies in OEM
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equipment solutions, by continuing to invest iniergring resources and product development to aser@ur pipeline of recurring
order customers that integrate our magnetic subrdsdsss and/or components into the products thdy Gelr key focus areas for this
solution category include providers of motor colithive systems, factory automation equipment, poglistribution units and UPS
systems for data centers, HVAC systems, and pouaitg and conditioning equipment.

Critical Power Segment

Within our Critical Power business, we intend teréase the number of national account customerfiave by leveraging our
scalable, nationwide network of partners whichwafiaus to service standby power systems anywheteeitunited States. We are
actively marketing our preventive maintenance ®&wi to new national accounts including: major metio retailers,
telecommunications companies, data centers, bambspitals and health care facilities, educatiomatitutions and property
management companies.

Our Industry

The market for our largest business segment, @&latff&D equipment, is substantial and has growerabe last several decades.
According to a February 2015 study by The Freed@maup, a market research firm, total U.S. demamcefectric T&D equipment
was $25.5 billion in 2014 and was distributed bgdurct category as follows: switchgear (54%), tramskrs (33%), meters (7%) and
pole/transmission line hardware (6%).

The market for T&D equipment and Critical Poweruwimins is very fragmented due to the range of egeift types, electrical and
mechanical properties, technological standardssandce parameters required by different categafesnd users for their specific
applications. Many orders are custom-engineered tend to be time-sensitive since other critical kvas frequently being
coordinated around the customer’s electrical eqaifninstallation. The vast majority of North Amenicdemand for the types of
solutions we provide is satisfied by thousandsrofipcers and service companies in the U.S.

We believe several of the key industry trends sumpfuture growth in our industry are as follows:

» Aging and Overburdened North American Power Grid- The aging and overburdened North American powat i3
expected to require significant capital expendigute upgrade the existing infrastructure over teatrseveral years to
maintain adequate levels of reliability and efficg. Significant capital investment will be requiréo relieve congestion,
meet growing demand, achieve targets for efficieeegissions and use of renewable sources, anglaceecomponents of
the U.S. power grid operating at, near or past filenned service lives.

* Increasing Long-Term Demand for Electricity and Rable Power— The Department of Energy’s Energy Information
Administration, or EIA, forecasts that total elégty use in the U.S. will increase by approximgt28% from 2011 to 2040.
This increase is driven by anticipated populatioomgh, economic expansion, increasing dependencsomputing power
throughout the economy and the increased use ofriele devices in the home. In order to meet gngwvidemand for
electricity in North America, substantial investrhém increased electrical grid capacity and efficig will be required, as
well as the addition of specialized equipment ttp lsure the reliability and quality of electrjcior critical applications.
In response to these challenges, there is an siage&rend among commercial and industrial comatgenvest in on-site
power sources, both for standby purposes in thatedfea catastrophic power outage, or to reduceatheunt of electricity
they draw from the utility grid during peak periods

* Growth in Critical Power Applications and the Dat@enter Market— The number of mission-critical facilities, sitehere
a power disturbance or outage could cause failfireusiness operations, safety concerns or regylaion-compliance,
continues to grow exponentially worldwide. In theSU the single largest driver for demand in caitigower applications is
the data center market, followed by the health gatastry. The amount of information managed byadagnters is expected
to grow, fueled by increasing needs for data swrffigr corporate data, content delivery, socialogking, handheld
devices, online retail and gaming) and the inforamatechnology evolution (cloud computing and outsed hosting).
Coinciding with demand for mission-critical faddis is the need for efficient, reliable primary mwwo support their
essential applications, and for backup generatamtplin case the utility feed becomes unavaildblectricity is the highest
operating cost of a data center, a factor supgpitiestment in on-site alternative energy system®duce peak-demand
expenses.

Customers

For the year ended December 31, 2019, 100% of alas $sn 2019 were to U.S. customers, representéarge part by companies
involved in commercial construction. During the yemded December 31, 2019, we sold our electrigaipenent and services to
over 900 individual customers and our twenty largestomers represented approximately 75% of onsaaated revenue.



For the year ended December 31, 2018, 100% of alas $sn 2018 were to U.S. customers, representéarge part by companies
involved in commercial construction. During the yemded December 31, 2018, we sold our electrigaipenent and services to
over 1,000 individual customers and our twentydatgustomers represented approximately 70% ofansolidated revenue.

Approximately 13% and 15% of our sales in the yemded December 31, 2019 and 2018, respectivehly made to Verizon and its
affiliated companies. Our agreement with Verizotlinas the services to be provided for their equéptrand frequently results in
additional sales opportunities for service workt feautside the scope of the agreement. This aggatrepresents the majority of the
sales and profits the Company received from Veriddre agreement with Verizon for their preventativaintenance service will not
be renewed, and the current term expires on Mat¢l2@20. If we cannot find alternative sources udibess or reduce our expenses,
the loss of the Verizon business is expected tce hFmmaterial adverse impact on our results of dipeia We are seeking an
opportunity to reclaim this portion of the busines®r March 31, 2021; however, there is no asagrdimat we will be able to reclaim
any portion of the business after March 31, 2021.

Approximately 18% of our sales in the year endedddeber 31, 2019 were made to CleanSpark Inc. Therityaof our sales to
CleanSpark are made pursuant to the Contract Matwuifag Agreement that was entered into as parthefsale of PCPI. The
agreement continues until July 22, 2020. The Companticipates negotiating an extension of this agrent before it expires, but
there is no assurance that the Company will betabdatend the agreement with CleanSpark.

While the loss of a significant number of customeoaild have a material adverse effect on our basinee do not believe that the
loss of any specific customer, aside from Verizod €leanSpark, would have a material adverse effectur business.

Marketing, Sales and Distribution

A substantial portion of the products we offer sotd directly to customers by our 3 full-time markg and sales personnel operating
from our office locations in the U.S. Following tisale of the transformer business units, we nodoimave office locations or
employees in Canada. Our direct sales force mat&etsd users and to third parties, such as otigigaipment manufacturers and
engineering firms that prescribe the specificatiand parameters that control the applications opooducts.

Sales Backlog

Backlog reflects the amount of revenue we expeceédize upon the shipment of customer orders forproducts that are not yet
complete or for which work has not yet begun. Cales backlog as of December 31, 2019 was approziy&f5.9 million, as
compared to $15.7 million as of December 31, 2@t&tr continuing operations. We anticipate thastad our current backlog will
be delivered during 2020. Orders included in olesdacklog are represented by customer purchatsoand contracts that we
believe to be firm.

Competition

We experience intense competition from a large ramalh electrical equipment manufacturers and frastributors and servicers of
such equipment. The number and size of our conopgtitaries considerably by product line and sereiegory, with many of our
competitors tending to be small, highly specialibedocused on a certain geographic market areaustomer. However, several of
our competitors have substantially greater findreial technical resources than us, including sofrtdeworld’s largest electrical
products and industrial equipment manufacturing mames. A representative list of our competitore@im T&D Solutions segment
includes Crown Electric Engineering and ManufactgyiLLC, Industrial Electric Machinery, LLC, RESAo®er, LLC, Powell
Industries, Inc. and Eaton Corporation.

We believe that we compete primarily on the basitechnical support and application expertise, Begiing, manufacturing and
service capabilities, equipment rating, qualitjhestuling and price. In all our businesses, ouraihje is to focus our efforts on more
specialized, challenging and complex applicatidwordingly, a critical element to the success wflousiness is responsiveness and
flexibility in providing custom-engineered solut®mo satisfy customer needs. As a result of oug-time presence in the industry,
we possess a number of special designs and librafiprogramming code for our equipment that wergireeered and developed
specifically for our customers. We believe thesgdes give us a competitive advantage and that éineya major contributor to our
frequency of repeat customer orders and the lohge¥iour customer relationships.

Raw Materials and Suppliers

The principal raw materials purchased by us arg@engpells, sensors, breakers, meters and relagsal¥é purchase certain electrical
components from a variety of suppliers includingtskes, fuses, protectors and circuit breakerss&maw materials and components
are available from and supplied by numerous souatesompetitive prices. Unanticipated increasesaw material prices or
disruptions in supply could increase productionte@nd adversely affect our profitability. We dot mmticipate any significant
difficulty in satisfying our raw material requirems on reasonable terms and have not experiengedumh difficulty in the past
several years. Our largest suppliers during the gaded December 31, 2019 included Eaton Corpaorakimlustrial Connections &
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Solutions, LLC, Thyssenkrupp Materials NA, ABB, Iramd Schweitzer Engineering Laboratories, Inc.
Employees

As of December 31, 2019, we had 95 employees dingief 25 salaried staff and 70 hourly workers.rt@@ of our hourly
employees located at our manufacturing facilitysamta Fe Springs, California are covered by a e bargaining agreement with
Local Union 1710 of the International Brotherhoddegectrical Workers, AFL-CIO that expires in JUP@22.

Environmental

We are subject to numerous environmental laws agulations concerning, among other areas, air @nssdischarges into

waterways and the generation, handling, storiragnsiportation, treatment and disposal of waste matteilhese laws and regulations
are constantly changing and it is impossible taigtewith accuracy the effect they may have onrushe future. Like many other

industrial enterprises, our manufacturing operatiemtail the risk of noncompliance, which may resnl fines, penalties and

remediation costs, and there can be no assuraatestich costs will be insignificant. To our knowded we are in substantial

compliance with all federal, state, provincial dodal environmental protection provisions, and éedi that the future compliance
cost should not have a material adverse effectwncapital expenditures, net income or competipesition. However, legal and

regulatory requirements in these areas have beesasing and there can be no assurance that sartiftosts and liabilities will not

be incurred in the future due to regulatory nonclenge.

Corporate History

We were originally formed in the State of Nevada2id08. On November 30, 2009, we merged with and Pibneer Power

Solutions, Inc., a Delaware corporation, for théegmurpose of changing our state of incorporatiammf Nevada to Delaware and
changing our name to “Pioneer Power Solutions,” I@a. September 24, 2013, we completed an undeenrjiublic offering and our

common stock began trading on the Nasdaq Capitakédainder the symbol PPSI.

Available Information

Our corporate website is located vatvw.pioneerpowersolutions.can®©n the investor relations section of our website, make
available, free of charge, our Annual Reports omF&0-K, Quarterly Reports on Form 10-Q, Currenpétés on Form 8-K, and
amendments to those reports as soon as reasonmabticpable after we electronically file them withfarnish them to the SEC. The
SEC maintains an Internet site that contains repproxy and information statements and other médion regarding issuers, such as
us, that file electronically with the SECwatvw.sec.gov

We webcast our earnings calls and certain eventparvtcipate in with members of the investment camity on our investor
relations website. Additionally, we provide notédteons of news or announcements regarding our ¢inhperformance, including
SEC filings, investor events and press and earnigigases as part of the investor relations sectiaur website. Further corporate
governance materials, including our Corporate Guaece Guidelines, charters of our Board Commiteeesour Code of Business
Ethics and Conduct, are also available under theihg “Corporate Governance” on the investor refetiportion of our website. The
contents of and the information on or accessildleuth our corporate website, including the investtations portion of our website,
is not a part of, and is not intended to be incoape into, this report or any other report or doent we file with or furnish to the
SEC, and any references to our website are intetodlee an inactive textual references only.

ITEM 1A. RISK FACTORS

Investing in our common stock involves a high degrerisk. Before investing in our common stock stoould carefully consider the
following risks, together with the financial anchet information contained in this Annual Reportfeorm 10K for the year ended
December 31, 2019 and our other periodic filingshwihe Securities and Exchange Commission. Additioeks and uncertainties

that we are unaware of may become important factioas affect us. If any of the following eventswcour business, financial

conditions and operating results may be materialiyl adversely affected. In that event, the tragirige of our common stock may
decline, and you could lose all or part of youréstment.

Risks Relating to Our Business and Industry

We are vulnerable to economic downturns in the coeneial construction market, which may reduce therdand for some of our
products and adversely affect our sales, net incoweash flow or financial condition.

A large portion of our business involves salesufgroducts in connection with commercial and indakconstruction. Our sales to

this sector are affected by the level of discretigrbusiness spending. During economic downturiBignsector, the level of business
discretionary spending may decrease. This decrieaspending will likely reduce the demand for soafeour products and may

adversely affect our sales, net income, cash flofinancial condition.
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Our operating results may vary significantly fromuarter to quarter, which makes our operating ressiltlifficult to predict and
can cause our operating results in any particulaegpod to be less than comparable quarters and exatons from time to time.

Our quarterly results may fluctuate significanttpri quarter to quarter due to a variety of factonany of which are outside our
control and have the potential to materially andeasely affect our results. Factors that affect operating results include the
following:

» the size, timing and terms of sales and ordergaalty large customer orders;

e variations caused by customers delaying, defeminganceling purchase orders or making smallerhases than expected;
e the timing and volume of work under new agreements;

» the spending patterns of customers;

» customer orders received,;

e achange in the mix of our products having differeargins;

» achange in the mix of our customers, contractsbasihess;

* increases in design and manufacturing costs;

» the length of our sales cycles;

» the rates at which customers renew their contraittsus;

» changes in pricing by us or our competitors, orrtbed to provide discounts to win business;
e achange in the demand or production of our pradcatised by severe weather conditions;
e our ability to control costs, including operatinpenses;

» losses experienced in our operations not othergasered by insurance;

« the ability and willingness of customers to pay ants owed to us;

» the timing of significant investments in the growthour business, as the revenue and profit we togenerate from those
expenses may lag behind the timing of expenditures;

» costs related to the acquisition and integratiooarhipanies or assets;

» general economic trends, including changes in eqgeit spending or national or geopolitical eventhsas economic crises,
wars or incidents of terrorism; and

» future accounting pronouncements and changes duatiag policies.

Accordingly, our operating results in any particutpiarter may not be indicative of the results tyat can expect for any other
quarter or for an entire year.

Our industry is highly competitive.

The electrical equipment manufacturing industryighly competitive. Principal competitors in our nkets in the T&D Solutions
segment include Crown Electric Engineering and Macturing, LLC, Industrial Electric Machinery, LLGRESA Power, LLC,
Powell Industries, Inc. and Eaton Corporation. Mariythese competitors, as well as other companiethé broader electrical
equipment manufacturing and service industry wheeeexpect to compete, are significantly larger hade substantially greater
resources than we do and are able to achieve gesaiaomies of scale and lower cost structures tisasind may, therefore, be able
to provide their products and services to custoraétewer prices than we are able to. Moreover,amumpetitors could develop the
expertise, experience and resources to offer ptedhat are superior in both price and quality tw products. While we seek to
compete by providing more customized, highly-engiad products, there are few technical or othefidrarto prevent much larger
companies in our industry from putting more empbasi this same strategy. Similarly, we cannot b&agethat we will be able to
market our business effectively in the face of cetitjpn or to maintain or enhance our competitiasipon within our industry,
maintain our customer base at current levels orease our customer base. Our inability to managebasiness in light of the
competitive forces we face could have a materiabesk effect on our results of operations.

We currently derive a significant portion of our venues from two customers, agreements with whomexgiring in 2020. Loss of
business from these customers could have an adveffeet on our business, financial condition and efating results.

We depend on Verizon and CleanSpark for a largéguoof our business, and any change in the lefetaers from these customers
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has, in the past, had a significant impact on esults of operations. In particular, Verizon acdednfor 13% and 15% of our net
sales in the years ended December 31, 2019 and gsectively. CleanSpark accounted for 18% ofrmirsales in the year ended
December 31, 2019. Loss of business from thesemess could have an adverse effect on our busifiessicial condition and
operating results. Our long-term supply agreemeétit Merizon expires on March 31, 2020 and we haaernbnotified by Verizon that
the agreement will not be renewed with us. If warzd find alternative sources of business or redugeexpenses, the loss of the
Verizon business is expected to have a materiaradvimpact on our results of operations. We agkisg an opportunity to reclaim
this portion of the business after March 31, 20&iwever, there is no assurance that we will be ableclaim any portion of the
business after March 31, 2021.

The majority of our sales to CleanSpark are madsyaunt to the Contract Manufacturing Agreement et entered into as part of
the sale of PCPI. The agreement continues untyl 32 2020. The Company anticipates negotiatingxansion of this agreement
before it expires, but there is no assurance tleaCompany will be able to extend the agreemertit GiéanSpark.

Our operations have been curtailed following theosing of the Equity Transaction, and we have lintdtesources of revenue
following the Equity Transaction, which may negaély impact the value and liquidity of our commorosk.

The Equity Transaction has reduced the size oboginess operations, and our sources of revenuéared to our Critical Power
segment and the switchgear manufacturing businiesaroT &D Solutions segment following the closinftbe Equity Transaction.
Although our board of directors may use a portibrihe proceeds from the Equity Transaction to supfiee business operations
remaining following the Equity Transaction, theemnde no assurance that we will be successfulratiog out the operations of our
remaining businesses or that we will be successfigenerating revenue. A failure by us to secuditiathal sources of revenue
following the closing of the Equity Transaction @buegatively impact the value and liquidity of @memmon stock.

Our remaining business units have historically gea¢ed operating losses and negative cash flows,olhinay result in the usage
of our cash and cash equivalents.

After the completion of the Equity Transaction, sve two business units remaining (PCEP and TEBfhese two units have been
unable to earn positive income and generate pesitash flow in their recent history. With $8.2 mitl of cash and cash equivalents
as of December 31, 2019, these losses will nedgtirgact our cash and cash equivalents.

The departure or loss of key personnel could distropr business.

We depend heavily on the continued efforts of NathaVazurek, our principal executive officer, adother senior officers who are
responsible for the day-to-day management of orgettoperating subsidiaries. In addition, we relycam current electrical and
mechanical design engineers, many of whom are itapbto our operations and would be difficult tpleee. We cannot be certain
that any of these individuals will continue in theespective capacities for any particular peribtimme. The departure or loss of key
personnel, or the inability to hire and retain dfied employees, could negatively impact our apitd manage our business.

Any acquisitions that we have completed, or may pbete in the future, may not perform as planned amoduld disrupt our
business and harm our financial condition and opéians.

In an effort to effectively compete in the spegiadiectrical equipment manufacturing and servicsirmsses, where increasing
competition and industry consolidation prevail, nese sought to acquire complementary businessé ipast and will continue to
do so in the future. In the event of any futurewsitjons, we could:

e issue additional securities that would dilute ourrent stockholders’ percentage ownership or petiag purchasers of the
additional securities with certain preferences otlewse of common stockholders, such as dividendidquidation
preferences;

* incur debt and assume liabilities; and

* incur large and immediate write-offs of intangiblesets, accounts receivable or other assets.

These events could result in significant expensdsdecreased revenue, which could adversely afieatnarket price of our common
stock. In addition, integrating acquired businesa®s completing any future acquisitions involve muious operational and financial
risks. These risks include difficulty in assimitadiacquired operations, diversion of managemetiesition, and the potential loss of
key employees or customers of acquired operatibnsthermore, companies acquired by us may not gendimancial results
consistent with our management’s plans at the tfraequisition.

The success of our business depends on achievingstrategic objectives, including dispositions.

We continue to evaluate the potential dispositibassets and businesses that may no longer heipeas our objectives. When we

decide to sell assets or a business, we may ereradifficulty in finding buyers or executing altetive exit strategies on acceptable

terms in a timely manner, which could delay theoagglishment of our strategic objectives. Alternalyy we may dispose of a
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business at a price or on terms that are lesswiegahad anticipated, or with the exclusion of as®is must be divested separately.
After reaching an agreement with a buyer for trepdsition of a business, the transaction remaibgsuto the satisfaction of pre-
closing conditions, which may prevent us from castiply the transaction. Dispositions may also ingobontinued financial
involvement in the divested business, such as girocontinuing equity ownership, transition servegreements, guarantees,
indemnities or other current or contingent finahoialigations. Under these arrangements, perforedoycthe divested businesses or
other conditions outside our control could affeat future financial results.

If we do not conduct an adequate due diligence istigation of a target business that we acquire, may be required subsequently
to take write downs or write-offs, restructuringnd impairment or other charges that could have asificant negative effect on
our financial condition, results of operations andur stock price, which could cause you to lose soonall of your investment.

As part of our acquisition strategy, we will needconduct a due diligence investigation of one orertarget businesses. Intensive
due diligence is time consuming and expensive duéhé¢ operations, accounting, finance and legafegsionals who must be
involved in the due diligence process. We may Hawged time to conduct such due diligence. Evemwé conduct extensive due
diligence on a target business that we acquirecamnot assure you that this diligence will uncoakmaterial issues relating to a
particular target business, or that factors outsidhe target business and outside of our contribinot later arise. If our diligence
fails to identify issues specific to a target besis or the environment in which the target busimgesates, we may be forced to
write-down or write-off assets, restructure ourmpiens, or incur impairment or other charges twatld result in us reporting losses.
Even though these charges may be non-cash itemsairithve an immediate impact on our liquidity, thet that we report charges
of this nature could contribute to negative map@&tceptions about us or our common stock. In aafdittharges of this nature may
cause us to violate net worth or other covenaras\ile may be subject to as a result of assumingxisting debt held by a target
business or by virtue of our obtaining post-comtigradebt financing.

We may be unable to generate internal growth.

Our ability to generate internal growth will be edfed by, among other factors, our ability to attnaew customers, increases or
decreases in the number or size of orders recdioed existing customers, hiring and retaining €dllemployees and increasing
volume utilizing our existing facilities. Many ohe factors affecting our ability to generate insdrgrowth may be beyond our
control, and we cannot be certain that our strategiill be implemented with positive results ortthe will be able to generate cash
flow sufficient to fund our operations and to sugpaternal growth. If we do not achieve internabgth, our results of operations
will suffer and we will likely not be able to expdwour operations or grow our business.

Fluctuations in the price and supply of raw matettaused to manufacture our products may reduce quofits.

Our raw material costs represented approximatety 885d 52% of our revenues for the years ended DeeeBi, 2019 and 2018,
respectively. The principal raw materials purchdsgds are switches, fuses, circuit breakers, aatkptors. These raw materials and
components are available from, and supplied by, aroms sources at competitive prices. Unanticipatetkases in raw material
prices or disruptions in supply could increase pmidn costs and adversely affect our profitahilitfye cannot provide any
assurances that we will not experience difficuliesrcing our raw materials in the future.

We may not be able to fully realize the revenuewaateported in our backlog.

We routinely have a backlog of work to be completedcontracts representing a significant portionoof annual sales. As of
December 31, 2019, our order backlog was $15.9omilOrders included in our backlog are represehtedustomer purchase orders
and service contracts that we believe to be firackBg consists of customer orders that eithehélje not yet been started or (2) are
in progress and are not yet completed. In therlatise, the revenue value reported in backlogeise¢maining value associated with
work that has not yet been billed. From time toetirmustomer orders are canceled that appearedveehhigh certainty of going
forward at the time they were recorded as new legsitaken. In the event of a customer order caticel| we may be reimbursed for
certain costs but typically have no contractuahtitp the total revenue reflected in our backlagaddition to us being unable to
recover certain direct costs, canceled customeersrdnay also result in additional unrecoverabletscakie to the resulting
underutilization of our assets.

We are subject to pricing pressure from our largeustomers.

We face significant pricing pressures in all of duisiness segments from our larger customers,dimgjuVerizon and CleanSpark.
Because of their purchasing size, our larger custsroan influence market participants to compet@raze terms. Such customers
also use their buying power to negotiate lowergwidf we are not able to offset pricing reductioesulting from these pressures by
improved operating efficiencies and reduced expganes, those price reductions may have an advensadt on our financial results.

Deterioration in the credit quality of several majaustomers could have a material adverse effectam operating results and
financial condition.
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A significant asset included in our working capitglaccounts receivable from customers. If custemesponsible for a significant
amount of accounts receivable become insolventr@mtherwise unable to pay for products and sesyioe become unwilling or
unable to make payments in a timely manner, ouratimg results and financial condition could be edely affected. A significant
deterioration in the economy could have an adveffeet on these accounts receivable, which cowddltén longer payment cycles,
increased collection costs and defaults in excéssianagement’'s expectations. Deterioration in thedit quality of Verizon,
CleanSpark or of any other major customers coule lsamaterial adverse effect on our operating tesuld financial condition.

We rely on third parties for key elements of ourdiness whose operations are outside our control.

We rely on arrangements with third party shippard earriers such as independent shipping compdoretimely delivery of our
products to our customers. As a result, we mayubgest to carrier disruptions and increased cogtstd factors that are beyond our
control, including labor strikes, inclement weatheaitural disasters and rapidly increasing fuetscds the services of any of these
third parties become unsatisfactory, we may expeéealelays in meeting our customers’ product demand we may not be able to
find a suitable replacement on a timely basis ocammercially reasonable terms. Any failure todsliproducts to our customers in
a timely and accurate manner may damage our rémutatd could cause us to lose customers.

We also utilize third party distributors to sefistall and service certain of our products. Whikeawe selective in whom we choose to
represent us, it is difficult for us to ensure tbat distributors consistently act in accordancthwhe standards we set for them. To
the extent any of our end-customers have negakperences with any of our distributors or manufaet’'s representatives; it could
reflect poorly on us and damage our reputatiorrethenegatively impacting our financial results.

Our business, and our industry as a whole, could ddversely affected by an outbreak of disease, @pid or pandemic, such as
the global coronavirus pandemic, or similar publthreat, or fear of such an event.

The recent global outbreak of the coronavirus pamdeould have a negative impact on our revenugsagerating results. This
outbreak could result in disruptions and damageuobusiness, caused by both the negative impaotutaability to obtain cost

effective raw materials, supplies and componentspaecessary to operate our business and the vegatpact on our ability to

operate our facility should the coronavirus spreade broadly in the regions we are located, thewbgting an increased risk of
exposure to our workforce which cannot operate faaility remotely. Mitigation efforts will not comiptely prevent our business
from being adversely affected, and the longer tiredemic impacts supply and demand and the morellyrtiee pandemic spreads, it
is more likely that the impact on our businessereies and operating results will become increagingbative. Also, global or

national health concerns, including the outbreakpafidemic or contagious disease such as the rememtavirus outbreak, can
negatively impact the global economy and demanatdorservices.

Per the guidance issued from the Cybersecuritylafindstructure Security Agency (“CISA”), part ofetunited States Department of
Homeland Security, the Company and its subsidiaaes considered “essential businesses”. Werftll inultiple categories within
the guidance but specifically within 1) Energy &Hiricity Industry and 2) Critical Manufacturing @& provide essential products
for the energy sector.

The guidance issued by CISA can be found at: itgpsw.cisa.gov/publication/guidance-essential-cetiinfrastructure-workforce.

While we cannot guarantee that we will continudéoconsidered an “essential business”, this guilamc exception allow work at
our facilities to continue in order to provide w#l infrastructure products that enable the safiraliable delivery of electricity into
millions of homes at this time.

Our business may face cybersecurity risk generallysociated with our information technology systemvkich could materially
affect our business, and our results of operatiorsuld be materially affected if our information ténology systems (or third-party
systems we rely on) are interrupted, damaged byouedeen events, or fail for any extended periodinfe.

We rely on information systems (IS) in our busintssbtain, rapidly process, analyze, manage aore siata to among other things:

* receive, process and ship orders on a timely basis;
* manage the accurate billing and collections fromaustomers.

IS risks have generally increased in recent yeard,a cyberattack that bypasses our IS securitgrsgscausing an IS security breach
may lead to a material disruption of our busingssrations and/or the loss of business informatesulting in a material effect on
our business.

In addition, we develop products and provide sewim our customers that are technology-baseda ayberattack that bypasses the
IS security systems of our products or servicesiogua security breach and/or perceived securitgerabilities in our products or
services could also cause significant reputatitiaain, and actual or perceived vulnerabilities meadlto claims against us by our
customers. Perceived or actual security vulnetasliin our products or services, or the perceigecctual failure by us or our
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customers who use our products to comply with applie legal requirements, may not only cause usfgignt reputational harm,
but may also lead to claims against us by our costs and involve fines and penalties, costs foreddation, and settlement
expenses.

Our IS utilize certain third party service orgariaas that manage a portion of our information eyst, and our business may be
materially affected if these third party servicgamizations are subject to an IS security breaksRassociated with these and other
IS security breaches may include, among other ghing

» future results could be materially affected duehteft, destruction, loss, misappropriation or reteaf confidential data or
intellectual property;

e operational or business delays resulting from tiseudtion of information systems and subsequerdrelgp and mitigation
activities;

e we may incur claims, fines and penalties, and dosteemediation, or substantial defense and seéid expenses; and

* negative publicity resulting in reputation or bradeimage with our customers, partners or industeyse

We have various insurance policies, covering riskemounts that we consider adequate. There cao bssurance that the insurance
coverage we maintain is sufficient or will be aghie in adequate amounts or at a reasonable caoste&sful claims for
misappropriation or release of confidential or paed data brought against us in excess of availatserance or fines or other
penalties assessed or any claim that results mifisignt adverse publicity against us could havmaterial adverse effect on our
business and our reputation.

Our business requires skilled labor, and we mayurable to attract and retain qualified employees.

Our ability to maintain our productivity and prafiility will be limited by our ability to employrain and retain skilled personnel
necessary to meet our requirements. We may experigmortages of qualified personnel. We cannoeb&ia that we will be able to
maintain an adequate skilled labor force necedsaoperate efficiently and to support our growttatggy or that our labor expenses
will not increase as a result of a shortage instiygply of skilled personnel. Labor shortages, iaseg labor costs or loss of our most
skilled workers could impair our ability to deliven time to our customers (thereby creating a tfigk we lose our customers to
competition) and would inhibit our ability to mad@i our business or grow our revenues, and mayrselyempact our profitability.

Our business operations are dependent upon our igbiko engage in successful collective bargainingttwour unionized
workforce.

If we are unable to renew our collective bargairaggeements, or if additional segments of our wandd become unionized, we may
be subject to work interruptions or stoppagesk&srior labor disputes with our employees may aéleedfect our ability to conduct
our business.

Our risk management activities may leave us exposednidentified or unanticipated risks.

Although we maintain insurance policies for ouribass, these policies contain deductibles anddiwitcoverage. We estimate our
liabilities for known claims and unpaid claims apenses based on information available as weil@ections for claims incurred

but not reported. However, insurance liabilities difficult to estimate due to various factors amel may be unable to effectively
anticipate or measure potential risks to our compérwe suffer unexpected or uncovered losses, @myur insurance policies or

programs are terminated for any reason or are ff@ttere in mitigating our risks, we may incur lessthat are not covered by our
insurance policies or that exceed our accrualbatréxceed our coverage limits and could adveiisghact our consolidated results
of operations, cash flows and financial position.

Regulatory, environmental, monetary and other gomarental policies could have a material adverse effen our profitability.

We are subject to international, federal, provihcitate and local laws and regulations governimgrenmental matters, including
emissions to air, discharge to waters and the gé&parand handling of waste. We are also subjetaws relating to occupational
health and safety. The operation of manufacturitemtp involves a high level of susceptibility inete areas, and there is no
assurance that we will not incur material environtak or occupational health and safety liabilities the future. Moreover,
expectations of remediation expenses could betafiday, and potentially significant expendituresiiddoe required to comply with,
environmental regulations and health and safety lthat may be adopted or imposed in the futureurButemediation technology
advances could adversely impact expectations oédéation expenses. We can give no assurance thdaasuits or claims brought
in the future will not have an adverse effect onfmancial condition, liquidity or operating ressll Types of potential litigation cases
include product liability, contract, employmentatdd, labor relations, personal injury or propatmage, intellectual property,
stockholder claims and claims arising from anytipjar damage to persons, property or the enviroiffrem hazardous substances
used, generated or disposed of in the conduct ofboginess. Adverse outcomes in some or all ofettetgims may result in
significant monetary damages that could adverdédgour ability to conduct our business.
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We face risks associated with litigation and clainvghich could impact our financial results and coitabn.

Our business, results of operations and financiatlition could be affected by significant litigatior claims adverse to us. Types of
potential litigation cases include product lialyilicontract, employment-related, labor relatiorexspnal injury or property damage,
intellectual property, trade secret or unfair cotitjpa claims, stockholder claims and claims aigsfrom any injury or damage to

persons, property or the environment from hazardobstances used, generated or disposed of imtitrict of our business.

There are also two appeals pending in the Caliéo@uourt of Appeal for the Second Appellate Distastreferenced in Item 3 - Legal
Proceedings, which includes an appeal of an ordelifying a previously issued preliminary injunctiand an order enjoining us to
obtain and post a $12 million bond in connectiothwhe modified preliminary injunction. Due to thacertainties of litigation, we
can give no assurance that we will prevail on fiygeals. Also, we can give no assurance that argr ¢alvsuits or claims brought in
the future will not have an adverse effect on anaricial condition, liquidity or operating resulsdverse outcomes in some or all of
these claims may result in significant monetary dges that could adversely affect our ability todimt our business. These appeals
are currently scheduled to be heard later in calegdar 2021, after the underlying case is likelyp¢ heard and decided; we expect
that the results of the case will be known befbeedppeals are heard and decided.

Risks Relating to Our Organization

Our common stock is listed on the Nasdaq Capital idet, and we take advantage of the “controlled coamy” exemption to the
corporate governance rules for NASDAQ-listed comp@s As a controlled Company, our common stock nh@yless attractive to
some investors or otherwise harm our stock price.

Because we qualify as a “controlled company” unither corporate governance rules for NASDAQ-listednpanies, we are not
required to have a majority of our board of direstbe independent, nor are we required to havengensation committee or an
independent nominating function. In light of ouatsis as a controlled company, our board of dirediais determined not to have a
majority of independent directors or an indepenchamhinating or compensation committee and to haedull board of directors be
directly responsible for compensation matters ardnbminating members of our board. Accordinglypud the interests of our
controlling stockholder differ from those of othepckholders, the other stockholders may not hagesame protections afforded to
stockholders of companies that are subject tohal dorporate governance rules for NASDAQ-listed pganies. Our status as a
controlled company could make our common stock ddsactive to some investors or otherwise harmstaek price.

Delaware law and our corporate charter and bylawsntain anti-takeover provisions that could delay discourage takeover
attempts that stockholders may consider favorable.

Our board of directors is authorized to issue shafereferred stock in one or more series andxtthé voting powers, preferences
and other rights and limitations of the preferramtk. Accordingly, we may issue shares of prefestedk with a preference over our
common stock with respect to dividends or distiimg on liquidation or dissolution, or that may enthise adversely affect the
voting or other rights of the holders of commoncgtolssuances of preferred stock, depending upenritihts, preferences and
designations of the preferred stock, may have fieeteof delaying, deterring or preventing a chanfieontrol, even if that change of
control might benefit our stockholders. In additiere are subject to Section 203 of the Delawaree@drCorporation Law. Section
203 generally prohibits a public Delaware corpamafirom engaging in a “business combination” with“mterested stockholder” for
a period of three years after the date of the &retign in which the person became an interesteckistdder, unless (i) prior to the
date of the transaction, the board of directorshefcorporation approved either the business caatibim or the transaction which
resulted in the stockholder becoming an interestedkholder; (ii) the interested stockholder owagdeast 85% of the voting stock
of the corporation outstanding at the time the ga&tion commenced, excluding for purposes of det@ng the number of shares
outstanding (a) shares owned by persons who agetdis and also officers and (b) shares owned Ipl@me stock plans in which
employee participants do not have the right tordatee confidentially whether shares held subjectht® plan will be tendered in a
tender or exchange offer; or (iii) on or subsequerthe date of the transaction, the business awatibi is approved by the board and
authorized at an annual or special meeting of $toiclers, and not by written consent, by the afftimgavote of at least 66 2/3% of
the outstanding voting stock which is not ownedhsyinterested stockholder.

Section 203 could delay or prohibit mergers or pth&eover or change in control attempts with respe us and, accordingly, may
discourage attempts to acquire us even though aucdnsaction may offer our stockholders the opmitt to sell their stock at a
price above the prevailing market price.

Your ability to influence corporate decisions maye Himited because Provident Pioneer Partners, L&wvns a controlling
percentage of our common stock.

Provident Pioneer Partners, L.P., which is corgblby Nathan J. Mazurek, our chief executive offipeesident and chairman of the
board of directors, beneficially owns approximat®B/4% of our outstanding common stock as of M&@h2020. As a result of this
stock ownership, Provident Pioneer Partners, LnB.Mr. Mazurek can control all matters submitteadto stockholders for approval,
including the election of directors and approvalaofy merger, consolidation or sale of all or suftsa#ly all of our assets. This
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concentration of voting power could delay or prevam acquisition of our company on terms that olteckholders may desire. In
addition, as the interests of Provident Pioneetriees, L.P. and our minority stockholders may Hotags be the same, this large
concentration of voting power may lead to stockbolbtes that are inconsistent with the best isteref our minority stockholders.

We are subject to financial reporting and other rgigements for which our accounting, internal audidand other management
systems and resources may not be adequately prebare

We are subject to reporting and other obligationdew the Securities Exchange Act of 1934, as antefitie “Exchange Act”),
including the requirements of Section 404 of theb8aes-Oxley Act. Section 404 requires us to condaucannual management
assessment of the effectiveness of our interndtalsrover financial reporting. These reporting aiger obligations place significant
demands on our management, administrative, opagdtioternal audit and accounting resources. Aailuife to maintain effective
internal controls could have a material adverseotfdn our business, operating results and stack.pr

In addition, our internal controls will also incleidhose of any company or business that we mayiracgquthe future. Acquired
companies or businesses are likely to have diffesmdards, controls, contracts, procedures ahcigm) making it more difficult to
implement and harmonize company-wide financialpaoting, information and other systems. As a resuit internal controls may
become more complex and we may require signifigantire resources to ensure they remain effectiagufé to implement required
new or improved controls, or difficulties encoumigrin their implementation, either in our existimgsiness or in businesses that we
may acquire, could harm our operating results aseaus to fail to meet our reporting obligations.

There are inherent limitations in all control systes, and misstatements due to error or fraud maywrcand not be detected.

The ongoing internal control provisions of Sectiti of the Sarbanes-Oxley Act of 2002 require usléatify material weaknesses
in internal control over financial reporting, whigh a process to provide reasonable assurancediegahe reliability of financial
reporting for external purposes in accordance aitbounting principles generally accepted in thetéthStates. Our management,
including our chief executive officer and chiefdimcial officer, does not expect that our interr@itools and disclosure controls will
prevent all errors and all fraud. A control system, matter how well conceived and operated, cawigeoonly reasonable, not
absolute, assurance that the objectives of theamystem are met. In addition, the design of atrd system must reflect the fact
that there are resource constraints and the besfefiintrols must be relative to their costs. Baeaaf the inherent limitations in all
control systems, no evaluation of controls can jgi®absolute assurance that all control issuedrestdnces of fraud, if any, in our
company have been detected. These inherent lioniathclude the realities that judgments in deaisitaking can be faulty and that
breakdowns can occur because of simple errors stekas. Further, controls can be circumvented 8iyithual acts of some persons,
by collusion of two or more persons, or by manag@roeerride of the controls. The design of any eysbf controls is also based in
part upon certain assumptions about the likelihobéuture events, and there can be no assurantetiyadesign will succeed in
achieving its stated goals under all potential reitaonditions. Over time, a control may be inadéguzecause of changes in
conditions, such as growth of the company or iregdatransaction volume, or the degree of compliamitk the policies or
procedures may deteriorate. Because of inhereitations in a cost-effective control system, misstaents due to error or fraud may
occur and not be detected.

In addition, discovery and disclosure of a matewabkness, by definition, could have a materialessty impact on our financial
statements. Such an occurrence could discouratgrceustomers or suppliers from doing busineshk wit and adversely affect how
our stock trades. This could in turn negativelyefffour ability to access equity markets for cdpita

Risks Relating to our Common Stock

There has been a limited market for our common dtaand we cannot ensure investors that an active ketrfor our common
stock will be sustained.

There has been limited trading in our common stowk there can be no assurance that an active gratinket in our common stock

will be maintained. Due to the illiquidity of ounmmon stock, the market price may not accuratdlgatour relative value. There

can be no assurance that an active market forraues of common stock will develop in the futurecBuse our common stock is so
thinly traded, even limited trading in our shares in the past, and might in the future, lead tordttic fluctuations in share price and
investors may not be able to liquidate their inwestt in us at all or at a price that reflects thkig of the business.

While our common stock became listed on the Nagdapijtal Market as of September 2013, we cannotrasgu that we will

maintain compliance with all of the requirements dar common stock to remain listed. Additionallyere can be no assurance that
trading of our common stock on such market wilsbstained or desirable.
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Our stock price may be volatile, which could resuitsubstantial losses for investors.

The market price of our common stock is highly titdaand could fluctuate widely in response to was factors, many of which are
beyond our control, including the following:

» technological innovations or new products and ses/by us or our competitors;

» additions or departures of key personnel, includilaghan J. Mazurek, our chairman, president anef executive officer;

» sales of our common stock, including managemenesha

» limited availability of freely-tradable “unrestrad” shares of our common stock to satisfy purcleaders and demand,;

e our ability to execute our business plan;

e operating results that fall below expectations;

» loss of any strategic relationship;

e industry developments;

+ economic and other external factors;

» our ability to manage the costs of maintaining agdeg internal financial controls and proceduresdnnection with the
acquisition of additional businesses;

»  period-to-period fluctuations in our financial résyand

* announcements of acquisitions.

In addition, the securities markets have from tbiméime experienced significant price and volumetiiations that are unrelated to
the operating performance of particular companid®se market fluctuations may also significantlfieetf the market price of our
common stock.

Offers or availability for sale of a substantial maber of shares of our common stock may cause thiegoof our common stock to
decline.

Sales of a significant number of shares of our comrstock in the public market could harm the marnkéte of our common
stock and make it more difficult for us to raisendig through future offerings of common stock. Gtockholders and the holders of
our options and warrants may sell substantial atsoahour common stock in the public market. Thaikability of these shares of
our common stock for resale in the public marked tize potential to cause the supply of our comntonksto exceed investor
demand, thereby decreasing the price of our constak.

In addition, the fact that our stockholders, optimdders and warrant holders can sell substantialuats of our common stock in the
public market, whether or not sales have occurredr® occurring, could make it more difficult fos to raise additional financing
through the sale of equity or equity-related se¢mgiin the future at a time and price that we deessonable or appropriate.

We do not expect to pay cash dividends in the fetuAs a result, any return on investment may beited to the value of our
common stock.

We do not anticipate paying cash dividends on ounroon stock in the foreseeable future. The paymedividends on our common
stock will depend on our net income, financial dtind and other business and economic factors asboard of directors may
consider relevant. Moreover, on October 4, 2018,dividend that was payable by the Company wasresgaby court order of the
Superior Court of California related to a pendiitigggtion, and as a result, the Company cancelheddividend as the result of such
court order. If we do not pay dividends, our commstotk may be less valuable because a return aniryeestment will only occur if
our stock price appreciates.

We will continue to incur the expense of complyingth public company reporting requirements followgnthe closing of the
Equity Transaction.

After the Equity Transaction, Pioneer Power wilhtinue to be required to comply with the applicatdporting requirements of the
Securities Exchange Act of 1934, as amended, etewmgh compliance with such reporting requiremerstseconomically
burdensome.

In the event that we fail to satisfy any of thetlisg requirements of the NASDAQ Capital Market, omommon stock may be
delisted, which could affect our market price aniduidity.

Our common stock is listed on the NASDAQ Capitalrkéd. In order to maintain the listing of Pioneawer's common stock on
NASDAQ, Pioneer Power’'s common stock must complhwertain continued listing requirements, inclygivaving:

» atleast two registered and active market makeies 06 which may be a market maker entering a st bid;
* aminimum bid price of at least $1.00 per share;
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e atleast 300 total holders (including both benefibiolders and holders of record, but excluding lamiger who is directly or
indirectly an executive officer, director or thenleficial holder of more than 10% of the total slsawatstanding); and

e at least 500,000 publicly held shares with a maxkdtie of at least $1.0 million (excluding any ssaheld directly or
indirectly by officers, directors or any person whdhe beneficial owner of more than 10% of thaltehares outstanding).

» Pioneer Power must also meet at least one of tleing continued listing standards:

» stockholders’ equity of at least $2.5 million;

» market value of Pioneer Power’'s common stock déadt $35 million; or

* net income from continuing operations of $500,00@he most recently completed fiscal year or in tfdhe three most
recently completed fiscal years.

No assurances can be given that Pioneer Powecavitinue to satisfy these requirements as sombesktrequirements are outside
of Pioneer Power’s direct control, such as thefnide of its common stock, the number of holdergo€ommon stock and the value
of its publicly held shares. If Pioneer Power isbile to meet these requirements, NASDAQ may takerato delist Pioneer Power’s
common stock. In such a case, Pioneer Power magahpASDAQ’s determination to delist its commoncstobut such appeal may
not be successful.

If Pioneer Power’s common stock is delisted from3MQ, Pioneer Power expects that its common stomlldvbegin trading on
the over-the-counter markets. The delisting of PenPower’'s common stock could result in a redactioits trading price and
would substantially limit the liquidity of Pioneétower's common stock. In addition, delisting countéterially adversely impact
Pioneer Power’s ability to raise capital or purstrategic restructuring, refinancing or other tean®ns. Delisting from NASDAQ
could also have other negative results, includirgpotential loss of confidence by institutionalastors.

ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 2. PROPERTIES

Approximate Owned or
Square Lease

Location Description Footage Expiration Date
Santa Fe Springs, California Manufacturing, salagjreeering and administration 40,000 September 2021
Brooklyn Park, Minnesota Manufacturing, sales, eegiimg and administration 16,000 December 2020
Omaha, Nebraska Sales and service 6,800 December 2020
Duluth, Minnesota Sale, service and warehouse 4,600 ly 2020
Miami, Florida Sales and service 3,600 December 2021
Fort Lee, New Jersey Corporate management and cffites 2,700 November 2022

We believe our manufacturing and distribution féiei$ are well maintained, in proper condition fpecate at higher than current
levels and are adequately insured. We do not gateisignificant difficulty in renewing or extendiexisting leases as they expire, or
in replacing them with equivalent facilities oric# locations. Of the owned properties, both algesti to encumbrances with a bank,
in amounts that we do not believe are materialtooperations.

ITEM 3. LEGAL PROCEEDINGS
From time to time, we may become involved in lauwstinvestigations and claims that arise in thenang course of business.

On January 11, 2016, Myers Power Products, Inspegialty electrical products manufacturer, filedt svith the Superior Court of
the State of California, County of Los Angeles, ingaus, PCEP and two PCEP employees who are foem@toyees of Myers
Power Products, Inc., Geo Murickan, the presidém@EP (“Murickan”), and Brett DeChellis (“DeChall), alleging, among other
things, that Murickan wrongly used and retainedfic@mtial business information of Myers Power Pratdulnc. for the benefit of us
and PCEP, in breach of their confidentiality agreatrand/or employment agreement entered into wigkrslPower Products, Inc.,
and that we and PCEP knowingly received and usell sanfidential business information. Myers PowesdRcts, Inc. is seeking
injunctive relief enjoining us, PCEP and our empley from using its confidential business informatmd compensatory damages
of an unspecified unlimited amount (exceeding $28)0 however, the Company has recognized approgisn&l.2 million for
expected costs related to this litigation. On Mat&h 2016, we filed an answer to the complaint,yden generally each and every
allegation and relief sought by Myers Power Prosluctc. and seeking dismissal based on, among tihmgs, failure to state facts
sufficient to constitute a cause of action. Wendtéo contest the matter vigorously. Due to theedt@inties of litigation, however,
we can give no assurance that we, PCEP and ouiogegd will prevail on any claims made against @EP and our employees in
any such lawsuit. As of the filing of this repdtijs action is scheduled for trial in the secondrtgr of 2020. Also, we can give no
assurance that any other lawsuits or claims broingtite future will not have an adverse effect on financial condition, liquidity or
operating results. We cannot execute the sale &FP@til the lawsuit has been resolved.
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On October 4, 2019, the dividend that was payaplthb Company was enjoined by court order of theeBior Court of California

related to the foregoing case. The Company corginoecontest the order. As of the date of thisdjlithis court order remains in
place. On October 16, 2019, Myers Power Products,flled an ex parte application arguing the Comyplaad violated, or intended
to violate the modified preliminary injunction asdught order from the court for the Company to postond in an amount of
$20,000 or more. The court has not taken any adothis request and the Company intends to vigdyodefend its rights in the
event the order is granted. The Company cancelledividend as the result of this court order.

There are also two appeals pending in the Calido@ourt of Appeal for the Second Appellate Distfi@ourt of Appeal”). Case no.
B301494 is an appeal of the October 4, 2019 MadliReeliminary Injunction. Case no. B302943 is apesb of the November 26,
2019 order enjoining Pioneer Power Solutions, &rad Pioneer Custom Electrical Products Corp. taiokand post a $12 million
bond. Pioneer’s opening brief in case no. B30149%ue March 30, 2020. On March 23, 2020 we filettigulated request for a 60-
day extension. Pursuant to a March 20 ImplementeOifdr Emergency Order issued by the Court of Appeaailable at
http://www.courts.ca.gov/documents/Administrativel@r-re-OA.pdyf, all deadlines in the Court of Appeal are autdcadiy
extended by 30 days without the need for any o#tation. The Court of Appeal also has suspendethglerson oral argument,
temporarily transitioning to video conferencing.r@@r available ahttp://www.courts.ca.gov/documents/Administrativeler-re-

OA.pdf)

With respect to all such lawsuits, claims and pedldegs, the Company records a reserve when ibisgie that a liability has been
incurred and the amount of loss can be reasonaimated. However, the outcomes of any currentlydpey lawsuits, claims and
proceedings cannot be predicted, and thereforeg ttan be no assurance that this will be the case.

As of the date hereof, we are not aware of or &yfarany legal proceedings to which we or any af subsidiaries is a party or to
which any of our property is subject, nor are weamnof any such threatened or pending litigatioaryr such proceedings known to
be contemplated by governmental authorities othan the forgoing suit filed by Myers Power Produdte. that we believe could
have a material adverse effect on our businesgndial condition or operating results. See Note -1Zommitments and
Contingencies included in the notes to our conatdid financial statements included in this Annuap®&®t on Form 10-K.

We are not aware of any material proceedings inclwvlainy of our directors, officers or affiliates any registered or beneficial
shareholder of more than 5% of our common stoekiadverse party or has a material interest adverser interest.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock has been listed on the Nasdagalaparket under the symbol “PPSI” since Septenti®r2013. Prior to that
time, it was quoted on the OTCQB. The last repodal@s price of our common stock on the Nasdaqt&ladarket on March 27,
2020, was $1.67 per share. As of March 27, 2020¢tlvere 22 holders of record of our common stock.

During the quarter ended September 30, 2019 thep@oyndeclared a cash dividend of approximately@illon in aggregate which
was subsequently enjoined by ruling of the courtsannection with the litigation with Myers PowemoBucts, Inc., (see Note 13). As
a result of the court order, the cash dividend vaelled by the Company during the fourth quasfe2019. However, the timing
and amount of future dividends could require thenfany to seek capital funding to support its ongaiperations as the Company’s
historical credit arrangements were terminatecbimection with the Equity Transaction.

We did not repurchase any of our equity securdi@ing the fourth quarter of the fiscal year en@etember 31, 2019.

ITEM 6. SELECTED FINANCIAL DATA.

Not applicable.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF
OPERATIONS

You should read the following discussion and anglgsour financial condition and results of opéceats together with our financial
statements and related notes appearing elsewhethisnprospectus. In addition to historical finaacinformation, the following
discussion contains forward-looking statements te#ect our plans, estimates and beliefs. Our aktesults could differ materially
from those discussed in the forward-looking statemieFactors that could cause or contribute to theléfferences include those
discussed below and elsewhere in this prospectadicplarly in the sections entitled “Risk Factorsdnd “Cautionary Note
Regarding Forward-Looking Statements.”

Overview

We manufacture, sell and service a broad rangepet€ialty electrical transmission, distribution aad-site power generation
equipment for applications in the utility, industricommercial and backup power markets. We arddweatered in Fort Lee, New
Jersey and operate from five (5) additional loaaim the U.S. for manufacturing, sales and adrnatisn.

Our operations are divided into two reportable segpst T&D Solutions segment and Critical Power seigmOur T&D Solutions

business provides equipment solutions that helpomess effectively and efficiently manage theiro#lieal power distribution

systems to desired specifications. These solutamesmarketed principally through our PCEP brand ena@®ur Critical Power

business provides customers with services for gehisticated power generation equipment to ersmeth, uninterrupted power
to operations during times of emergency. This smtuis marketed by our operations headquarterediimesota, currently doing
business under the Titan brand name.

Disposition of Business Units
Sale of PCPI

On January 22, 2019, Pioneer Critical Power, lacDelaware corporation (“PCPI”), a wholly-owned sidiiary of the Company
within the T&D Solutions segment, CleanSpark anda@iSpark Acquisition, Inc., a Delaware corporatitvierger Sub”), entered
into an Agreement and Plan of Merger (the “Merggre®ement”), pursuant to which, among other thiddsrger Sub merged with
and into PCPI, with PCPI becoming a wholly-ownethsidiary of the CleanSpark and the surviving comgpahthe merger (the
“Merger”).

At the effective date of the Merger, all of theued and outstanding shares of common stock of R&ziPalue $0.01 per share, were
converted into the right to receive (i) 175,000rskaof common stock, par value $0.001 per shar&lednSpark (“CleanSpark

Common Stock”), (ii) a five-year warrant to purcbd,000 shares of CleanSpark Common Stock at encieg price of $16.00 per

share, and (iii) a five-year warrant to purchas@®80 shares of CleanSpark Common Stock at an erepeice of $20.00 per share.
The share quantities and exercise prices of warrafiect the 10:1 stock split completed by Clearjin December 2019.

The Merger Agreement also contained representativaganties and covenants of the parties custorfmariransactions similar to
those contemplated by the Merger Agreement. Supresentations and warranties were made solely dopgses of the Merger
Agreement and, in some cases, may have been subjgedlifications and limitations agreed to by gaties in connection with the
negotiated terms of the Merger Agreement and dedliby disclosures that were made in connectioh thie parties’ entry into the
Merger Agreement.

In connection with the Merger Agreement, the Conyp&ieanSpark and PCPI entered into an Indemnitieédgent (the “Indemnity
Agreement”), dated January 22, 2019, pursuant tchwthe Company agreed to assume the liabilities @ligations related to the
claims made by Myers Powers Products, Inc. in e ditledMyers Power Products, Inc. v. Pioneer Power Sohsj Inc., Pioneer
Custom Electrical Products, Corp., et,dlos Angeles County Superior Court Case No. BC@6ghe “Myers Power Case”) as they
may relate to PCPI or CleanSpark after the closinthe Merger. In addition, the Company agreednttemnify and hold harmless
CleanSpark and the surviving company of the Meaget their respective officers, directors, agentsmimers and employees, and the
heirs successors and assigns of the foregoing &rragainst all losses incurred by reason of clamade by Myers Power Products,
Inc. as presented or substantially similar to fhi@sented in the Myers Powers Case that are braggihst CleanSpark or the
surviving company of the Merger after the closirigh®e Merger. The Indemnity Agreement expires fjgars from the date of the
Indemnity Agreement.

In connection with entry into the Merger Agreeméhg Company and CleanSpark entered into a Coritantifacturing Agreement
(the “Contract Manufacturing Agreement”), datedodslanuary 22, 2019, pursuant to which the Compagrged to manufacture
paralleling switchgear, automatic transfer switchesl related control and circuit protective equipmgollectively, “Products”)
exclusively for purchase by CleanSpark. CleanSpagreed to purchase the Products via purchase asdersd to the Company at
any time and from time to time. Pursuant to the t@at Manufacturing Agreement, the price for thed®icts payable by CleanSpark
to the Company are negotiated on a case by cage bas all purchases of Products have a targeepf 91% of the CleanSpark
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customer’s purchase order price and are not to dre than 109% of the Company’s cost. The Contraahiacturing Agreement
has a term of 18 months and may be extended byatatmeement of the Company and CleanSpark.

In connection with entry into the Merger Agreemetiite Company and CleanSpark entered into a Non-@ttigm and Non-
Solicitation Agreement (the “Non-Compete Agreemgntlated January 22, 2019, pursuant to which thengamy agreed not to,
among other things, own, manage, operate, finasurgrol, advise, render services to or guaranteeoftiligations of any person or
entity that engages in or plans to engage in tlegde manufacture, distribution and service of paling switchgear, automatic
transfer switches, and related products (the “Restt Business”). The Company agreed not to engagke Restricted Business
within any state or county within the United Stateswhich CleanSpark or the surviving company o tierger conducts such
Restricted Business for a period of four (4) ydewve the date of the Non-Compete Agreement.

In addition, the Company also agreed, for a peabébur (4) years from the date of the Non-Comp&tgeement, not to, among
other things, directly or indirectly (i) solicitnduce, or attempt to induce customers, suppliezensees, licensors, franchisees,
consultants of the Restricted Business as condumtetie Company, CleanSpark or the surviving conggancease doing business
with the surviving company or CleanSpark or (iiji@q recruit, or encourage any of the survivingngpany's or CleanSpark’s
employees, or independent contractors to discoatiheir employment or engagement with the survidogpany or CleanSpark.

The Merger resulted in the deconsolidation of P&Rd a gain of $4.2 million in the first quarter 2019. The fair value of the
investment in the common stock of CleanSpark wasrdened using quoted market prices and warrantg wstablished using a
Black Scholes model.

From the date of sale through December 31, 2010 etttimated fair value of the warrants and comntooksdecreased to $1.4
million and an unrealized mark to market loss o8$illion was recognized within other expensetf@ year ended December 31,
20109.

Sale of Transformer Business Units

On June 28, 2019, the Company entered into a Feockhase Agreement (the “Stock Purchase Agreemdnt”and among the
Company, Electrogroup Canada, Inc., a wholly owslasidiary of the Company (“Electrogroup”), Jefter<Electric, Inc., a wholly
owned subsidiary of the Company (“Jefferson”), JexiMan Holdings, Inc., a wholly owned subsidiary tbé Company (“JE
Mexico,” and together with Electrogroup and Jeffersthe “Disposed Companies”), Nathan Mazurek (Chiecutive Officer of the
Company), Pioneer Transformers L.P. (the “US Buyarid Pioneer Acquireco ULC (the “Canadian Buyand together with the
US Buyer, the “Buyer”). Pursuant to the terms @& 8tock Purchase Agreement, the Company agreedl {@) sl of the issued and
outstanding equity interests of Electrogroup to @enadian Buyer and (ii) all of the issued and tamtding equity interests of
Jefferson and JE Mexico to the US Buyer (the “Bgiiitansaction”), for a purchase price of $68.0 imnill Included in the purchases
price, the Company received two subordinated preonis notes, issued by the Buyer, in the aggregeteipal amount of $5.0
million and $2.5 million, for a total aggregatemmipal amount of $7.5 million. During the fourthayter of 2019, the Company and
the Buyer, pursuant to the Stock Purchase Agreementpleted the net working capital adjustment,civhiesulted in the Company
paying the Buyer $1.7 million in cash and redudimg principal amount of the $5.0 million Seller Hab $3.3 million. The Company
has revalued the notes for an appropriate imputteddst rate, resulting in a reduction to the valiithe notes at December 31, 2019
of $651, for a carrying value of $5.1 million, whiés included within other long term assets. Aftertain adjustments and expenses
of sale, the Company received net consideratiom fthe sale of $45.2 million. Subsequent to finalizithe working capital
adjustment during the fourth quarter of 2019 thie gecognized on the Equity Transaction amountefil®.7 million and is reflected
within discontinued operations.

The transaction was consummated on August 16, 2@i8neer sold to the Buyer all of the assets @tillities associated with its

liquid-filled transformer and dry-type transformmanufacturing businesses within the Company’s T&iuions segment. Pioneer
Power retained its switchgear manufacturing busingghin the T&D Solutions segment, as well asadlthe operations associated
with its Critical Power segment.

For presentation within these statements, the BmspaCompanies are being presented as discontimetmns for all periods
presented.

Critical Accounting Policies

Use of EstimatesThe preparation of financial statements in acaacdawith generally accepted accounting principteshie U.S.

requires us to make estimates and assumptionsiffieat the reported amounts of assets and liadslitind disclosures of contingent
assets and liabilities at the date of the finansfatements and the reported amounts of revenwksxpenses during the reporting
period. The financial statements include estimagsed on currently available information and owlgjuent as to the outcome of
future conditions and circumstances. Significatingstes in these financial statements include, it provisions, useful lives and
impairment of long-lived assets, warranty accrusdspme tax provision, goodwill impairment analysssock-based compensation,
and allowance for doubtful accounts. Changes insthtus of certain facts or circumstances couldlrés material changes to the
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estimates used in the preparation of the finarst&kements and actual results could differ frometbtenates and assumptions.

Revenue RecognitioRevenue is recognized when (1) a contract withustomer exists, (2) performance obligations prenhis a
contract are identified based on the products oicees that will be transferred to the customey,tf@ transaction price is determined
based on the consideration to which the Companybeikntitled in exchange for transferring prodwtservices to the customer, (4)
the transaction price is allocated to the perforreawbligations in the contract and (B Company satisfies performance obligations.
Substantially all of our product revenue is recagdiat a point of time, as the promised producsgms$o the customer. Service
revenues include maintenance contracts that amgmnéed over time based on the contract term apdireservices which are
recognized as services are delivered.

Inventories We value inventories at the lower of cost orneetlizable value. If a write down to the currentrked value is necessary,
the market value cannot be greater than the nétabke value, which is defined as selling pricssle€osts to complete and dispose,
and cannot be lower than the net realizable vase & normal profit margin. We also continuallyleate the composition of our
inventory and identify obsolete, slow-moving andess inventories. Inventory items identified asoddte, slow-moving or excess
are evaluated to determine if reserves are requifede were not able to achieve our expectationthe net realizable value of the
inventory at current market value, we would havadfust our reserves accordingly. We attempt taiately estimate future product
demand to properly adjust inventory levels for standard products. However, significant unantié@gathanges in demand could
have a significant impact on the value of inventang of operating results.

Impairment of Long-Lived Assei&/e review long-lived assets for impairment indhgdintangible assets with determinable useful
lives whenever events or changes in circumstanugisdte that the carrying value of the correspogdisset group may not be
realizable. If an evaluation is required, the eated future undiscounted cash flows associated thélasset group are compared to
the asset group’s carrying amount to determinenifirapairment of such asset is necessary. This mreguis to make long-term
forecasts of the future revenues and costs retatéite assets groups subject to review. Forecagtsre assumptions about demand
for our products and future market conditions. faating future cash flows requires significant judgmy and our projections may
vary from cash flows eventually realized. Futurer@g and unanticipated changes to assumptions ceqgldre a provision for
impairment in a future period. The effect of anypairment would be reflected in operating incoméhim Consolidated Statements of
Operations. In addition, we estimate the usefuddiwf our long-lived assets and other intangibled periodically review these
estimates to determine whether these lives areopppte.

Goodwill and Indefinite lived intangible Asse®oodwill and other intangible assets with indiédiruseful lives are not amortized, but
are evaluated for impairment annually, or immedjaiieconditions indicate that impairment could sixiThe evaluation requires an
impairment test to identify potential goodwill imipaent and measure the amount of a goodwill impaiross. The test compares
the fair value of a reporting unit with its carrgimmount, including goodwill. If the carrying amawf a reporting unit exceeds its
fair value, the Company measures the amount oifittbairment loss. The goodwill impairment testingalves significant estimates.
The Company recorded an impairment charge of $3ldmto the goodwill at the TESI business unitd619, based in part by the
loss of the Verizon agreement, which is recordedantinuing operations within selling, general, administrative expense. The
Company recorded a $1.4 million impairment to igiafe assets during the year ended December 38 a80ihe PCEP business
unit. At December 31, 2019 the Company reportethtamgible assets.

Income TaxesWe account for income taxes under the asset afdity method, based on the income tax laws anésrin the
countries in which operations are conducted andnreis earned. This approach requires the recogniti deferred tax assets and
liabilities for the expected future tax consequanaktemporary differences between the carryinguat®and the tax basis of assets
and liabilities using expected rates in effecttfor tax year in which the differences are expetiegverse. Developing the provision
for income taxes requires significant judgment axgertise in federal, international and state inedlax laws, regulations and
strategies, including the determination of defert@d assets and liabilities and, if necessary, alyation allowances that may be
required for deferred tax assets. A valuation adloee was recorded to reduce our deferred tax asse¢so at December 31, 2019. If
we were to subsequently determine that we wouldtie to realize deferred tax assets in the futnrexcess of its net recorded
amount, an adjustment to deferred tax assets woctidase net income for the period in which sudiereination was made. We will
continue to assess the adequacy of the valuatiowaice on a quarterly basis. Our judgments andti@egies are subject to audit
by various taxing authorities.

Changes in Accounting Principles
On January 1, 2018, the Company adopted Accourtagdards Update 2014-09, Revenue from Contratks @dstomers (Topic
606) and Accounting Standards Update 2016-02, IseéBepic 842). The effects of the adoptions arecidiesd in Note 2 to the
consolidated financial statements.

Rounding

All dollar amounts (except share and per share) gatsented are stated in thousands of dollargsarbtherwise noted. Amounts
may not foot due to rounding.
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RESULTS OF OPERATIONS
Overview of 2019 Operating Results

Selected financial and operating data for our regide business segments for the most recent twis ye@ummarized below. This
information, as well as the selected financial datavided in Note 17 and our Consolidated FinanStattements and related notes
included in this Annual Report on Form 10-K, shob&referred to when reading our discussion antysisaof results of operations
below. Our summary of operating results duringyéars ended 2019 and 2018 are as follows:

For the Year Ended
December 31,

2019 2018
Revenues
T&D Solutions $ 8,985 $ 8,747
Critical Power Solutions 11,597 11,380
Consolidated 20,582 20,127
Cost of goods sold
T&D Solutions 9,522 8,374
Critical Power Solutions 9,895 9,859
Consolidated 19,417 18,233
Gross profit 1,165 1,894
Selling, general and administrative expenses 12,681 9,494
Depreciation and amortization expense 237 1,525
Total operating expenses 12,918 11,019
Operating loss from continuing operations (11,753) (9,125)
Interest expense 396 916
Gain on sale of subsidiaries 4,207 -
Other expense 2,817 64
Loss before taxes (10,759) (10,105)
Income tax expense (benefit) 1,278 (796)
Net loss from continuing operations (12,037) (9,309)
Discontinued operations (Note 7)
(Loss) income from operations of discontinued businegs u (2,351) 4,744
Gain on sale of discontinued subsidiaries 13,686 -
Income tax expense 737 1,099
Income from discontinued operations, net of incoaxes 10,598 3,645
Net loss $ (1,439) $ (5,664)

Backlog Our order backlog at December 31, 2019 was $ifl€on, as compared to $15.7 million at Decembér 2018 for
continuing operations. Our backlog is based on rsréapected to be delivered in the future, mostvbich is expected to occur
during 2020. The following table represents thegpession of our backlog, by reporting segmentttierperiods ended as indicated:

December 31,

2019 2018
T&D Solutions $ 6,450 $ 9,486
Critical Power Solutions 9,406 6,171
Order backlog $ 15,856 $ 15,657
Discountinued Operation - 31,834
Total order backlog $ 15,856 % 47,491
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Revenue

The following table represents our revenues by mempsegment and major product category for thiops indicated (in thousands,
except percentages):

For the Year Ended
December 31,

2019 2018 Variance %
T&D Solutions

Switchgear 8985 % 8,747  $ 238 2.7
8,985 8,747 238 2.7

Critical Power Solutions
Equipment 1,416 1,580 (164) (10.4)
Service 10,181 9,800 381 3.9
11,597 11,380 217 1.9
Total revenue 20582 $ 20,127 % 455 2.3

For the year ended December 31, 2019, our consetidavenue increased by $455, or 2.3% to $20.omilup from $20.1 million
during the year ended December 31, 2018.

T&D Solutions Revenue from our switchgear product lines in@ddsy $238, or 2.7%, as result of increased sdlemiotransfer
switches.

Critical Power. Revenue for our equipment sales decreased by, $164.4%, driven by our decision to concentraie efforts on
service revenue, which provides higher profit maggiThe increase in service revenue of $381, & 3sXurther confirmation of this
strategy.

Gross Profit and Gross Margin

The following table represents our gross profitrégorting segment for the periods indicated (irudands, except percentages):

For the Year Ended
December 31,

2019 2018 Variance %

T&D Solutions

Gross profit $ (537) $ 373 % (910) (244.0)

Gross margin % (6.0) 4.3 (10.3)
Critical Power Solutions

Gross profit 1,702 1,521 181 11.9

Gross margin % 14.7 134 1.3
Consolidated gross profit $ 1,165 $ 1894 $ (729) (38.5)
Consolidated gross margin % 5.7 9.4 3.7)

For the year ended December 31, 2019, our grosgimpercentage was 5.7% of revenues, comparedi® Buring the year ended
December 31, 2018. The 3.7% reduction in our cathsEd gross margin percentage is explained preuiontly by the results of our
T&D Solutions segment.

T&D Solutions.The reduction in our T&D Solutions gross margisuléeed primarily from taking on lower margin jolmoviding
customer discounts and an increase in wage ratesifcskilled labor force. Gross profit for the yemded December 31, 2019 also
includes write downs of inventory amounting to $414

Critical Power. The 11.9% increase in our Critical Power segngeass margin was driven primarily by increased saleservice
which provide higher margins than our equipmengsal
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Operating Expenses

The following table represents our operating expsnby reportable segment for the periods indicgtedthousands, except
percentages):

For the Year Ended
December 31,

2019 2018 Variance %

T&D Solutions

Selling, general and administrative expense $ 2,539% 4225 $ (1,686) (39.9)

Depreciation and amortization expense 67 241 (a74) (72.2)
Segment operating expense $ 2,606 $ 4466 $  (1,860) (41.6)
Critical Power Solutions

Selling, general and administrative expense $ 5,161% 1625 $ 3,536 217.6

Depreciation and amortization expense 122 1,222 (1,200) (90.0)
Segment operating expense $ 5283 % 2,847 $ 2,436 85.6
Unallocated Corporate Overhead Expenses

Selling, general and administrative expense $ 4,981% 3644 $ 1,337 36.7

Depreciation expense 48 62 (14) (22.6)
Segment operating expense $ 5029 $ 3,706 $ 1,323 35.7
Consolidated

Selling, general and administrative expense $ 12,681% 9,494 $ 3,187 33.6

Depreciation and amortization expense 237 1,525 (1,288) (84.5)
Consolidated operating expense $ 12918% 11,019 $ 1,899 17.2

Selling, General and Administrative ExpenBer the year ended December 31, 2019, consotidating, general and administrative
expense, before depreciation and amortizationeasad by approximately $3.2 million, or 33.6%, 12.8 million, as compared to
$9.5 million during the year ended December 31,82048s a percentage of our consolidated revenudingelgeneral and
administrative expense increased to 61.6% in 284 @ompared to 47.2% in 2018.

The selling, general and administrative expenseuinT&D Solutions segment decreased by $1.7 millam39.9%, during the year
ended December 31, 2019, as compared to 2018 flsirdae to lower intangible impairment write-offac payroll related costs.

The selling, general and administrative expenseuinCritical Power segment increased by $3.5 nmijlior 217.6% as compared to
2018 primarily due to an increase in intangible anment write-offs and legal costs.

Depreciation and Amortization Expens&gpreciation and amortization expense consistsaoily of depreciation of fixed assets and
amortization of definite-lived intangible assetslaight-of-use assets related to our finance leasésexcludes amounts included in
cost of sales. Depreciation and amortization expelesreased by $1.3 million during the year endeceinber 31, 2019 compared to
the year ended December 31, 2018 primarily dua tatangible asset becoming fully amortized in Guitical Power segment.
Operating Loss

The following table represents our operating logsdportable segment for the periods indicated:

For the Year Ended
December 31,

2019 2018 Variance %
T&D Solutions $ (3,143) $ (4,093) $ 950 (23.2)
Critical Power Solutions (3,581) (1,326) (2,255) (170.1)
Unallocated Corporate Overhead Expenses (5,029) (3,706) (1,323) (35.7)
Total operating loss $ (11,753) $ (9,125) $  (2,628) 28.8

T&D Solutions Operating loss from this segment decreased by $32019 compared to 2018, due to a decreasetamgible
impairment expense of $1.4 million, offset by aorease in legal expense in 2019.
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Critical Power. The Critical Power segment operating loss in@édsy $2.3 million during 2019 from 2018 due priityato a
goodwill impairment of $3.0 million, offset by lowamortization of intangible assets in 2019.

General Corporate Expens®ur general corporate expenses consist primafilgxecutive management, corporate accounting and
human resources personnel, office expenses, fingrend corporate development activities, payroll benefits administration,
treasury, tax compliance, legal, stock-based cosat@m and public reporting costs, and costs netifipally allocated to reportable
business segments. During the year ended Deceritb@039, our unallocated corporate overhead expenseased by $1.3 million,
primarily from increased payroll related expenses.

Non-Operating Expense

Interest Expensed-or the year ended December 31, 2019, our intesgeense was $396, as compared to $916 for theeyeted
December 31, 2018. The net decrease in our intergmnse was due to the retirement of our bankbiedeess with the proceeds
from the sale of the transformer business uni#sugust 2019.

Other ExpenseOther expense in the consolidated statementperfations reports certain gains and losses assdordth activities
not directly related to our core operations. Far yiear ended December 31, 2019, other non-operetipgnse was $2.8 million, as
compared to $64 during the year ended Decembe2(®IB. For the year ended December 31, 2019, indlidether non-operating
expense was a loss of $2.8 million related to thekno market adjustment on the fair value of commstock and warrants received
in connection with the Merger of PCPI, CleanSpartt the Merger Sub.

Provision for Income Taxe®ur provision reflects an effective tax rate osd before taxes of (11.9)% in 2019, as compar&dots
in 2018, as set forth below:

For the Year Ended
December 31,

2019 2018 Variance
Loss before income taxes $ (10,759)$ (10,105) $ (654)
Income tax expense (benefit) 1,278 (796) 2,074
Effective income tax rate % (11.9) 7.9 (29.8)

Net Loss per Share from Continuing Operations

We generated a net loss from continuing operatfr&l2.0 million for the year ended December 311 2(s compared to net loss
from continuing operations of $9.3 million durirtgetyear ended December 31, 2018. In 2019, oupsstflom continuing operations
per basic and diluted share was $1.38, as compauedet loss from continuing operations per basit diluted share of $1.07 during
the year ended December 31, 2018.

LIQUIDITY AND CAPITAL RESOURCES

General As of December 31, 2019, we had $8.2 million a$tt and cash equivalents on hand. We have hidtgrinat our cash
needs through a combination of cash flows from afiry activities, bank borrowings under our revotvicredit facilities and
distributions between our U.S. and foreign subsieéa Our cash requirements have been generallgpfderating activities, capital
improvements and acquisitions.

Cash (Used in)/ Provided by Operating Activiti€ash used in our operating activities was $5.8iamiduring the year ended
December 31, 2019, as compared to cash provid&2.af million during the year ended December 31,820he increase in cash
used in operations during the year ended Decenmbhe2®. 9 occurred as a result of an increase of essti for working capital when
compared to the year ended December 31, 2018.

Cash Provided by Investing ActivitieSash provided by investing activities during trearyended December 31, 2019 was $39.8
million generated primarily from the completion thie Equity Transaction, as compared to cash pravieinvesting activities of
$173 during the year ended December 31, 2018. Buhie year ended December 31, 2019, additions tgpmperty, plant and
equipment were $153.

Cash Used in Financing Activitie€ash used in our financing activities was $26.Boni during the year ended December 31, 2019,

as compared to $3.4 million of cash used in finag@ctivities during the year ended December 3182The primary use of cash in
financing activities for the year ended DecemberZRi19 was for repayment of debt.
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Working Capital/ (Deficit) As of December 31, 2019, we had working capifé10.1 million, including $8.2 million of cash and
cash equivalents, compared to a working capitatieff $5.5 million, including $211 of cash andsbeequivalents at December 31,
2018. At December 31, 2019, we no longer had alvengpcredit facility as it was paid in full in Awgt 2019 with the proceeds from
the sale of the transformer business units. At Bber 31, 2018, we had $388 of available and unbsedwing capacity from our
revolving credit facilities.

Assessment of Liquiditht December 31, 2019, we had $8.2 million of casl cash equivalents on hand generated primacity f
the completion of the Equity Transaction. We haigohically met our cash needs through a combinatib cash flows from
operating activities and bank borrowings under rewolving credit facilities. Our cash requiremehtstorically were generally for
operating activities, debt repayment, capital improents and acquisitions. As all outstanding anwumider our credit facilities
have been paid in full with the proceeds from tliBy Transaction during the year ended DecembgePB19, we expect to meet our
cash needs with our working capital and cash flras our operating activities. We expect our casfuirements to be generally for
operating activities and capital improvements.

Credit Facilities and Long-Term Debt
Canadian Credit Facilities

In April 2016, our wholly owned subsidiary, Pioneelectrogroup Canada Inc., entered into an Amenraledl Restated Credit
Agreement (“CAD ARCA") with Bank of Montreal (“BMQ"with respect to our existing Canadian creditlftes (as amended and
restated, the “Canadian Facilities”) that replaeed superseded all of our businesses’ prior fimaneirrangements with the bank.
This CAD ARCA extended the maturity date of our &dian Facilities to July 31, 2017. The CAD ARCA wagher amended (the
“2017 CAD ARCA Amendment”) on March 15, 2017, arghs on March 28, 2018 (the “2018 CAD ARCA AmendtigenThe
2018 CAD ARCA Amendment extended the term of oun&han Facilities to April 1, 2020. On August 8,120 BMO agreed to a
temporary borrowing base increase until the eadfahe (i) closing of the Equity Transaction amgayment in full of all amounts
owned under the Canadian Facilities and the U.8lifies, and (ii) August 31, 2019.

Our Canadian Facilities provided for up to $8.2lioml Canadian dollars (“CAD”) (approximately $6.3lliion expressed in U.S.
dollars) consisting of a revolving $7.0 million CABvolving credit facility (“Facility A") to finane ongoing operations, a $471 CAD
term credit facility (“Facility B”) that financed plant expansion, and a $712 USD Facility (“Fagil@”) that financed a business
acquisition and the purchase and expansion of désufacturing facilities. The 2017 CAD ARCA Amendnhémcreased the Facility
A to $8.0 million CAD, increasing the total amowftloans available under the Canadian Facilitie$3@® million CAD. We made
the final principal payment under Facility B on A@0, 2018, and the outstanding principal balanoder Facility C with proceeds
received from the sale of the Farnham, Quebec, dzarauilding in December 2018. All outstanding amtswinder Facility A were
paid in full on August 16, 2019, using proceed#fitie Equity Transaction, and the underlying dejot@ments were terminated.

United States Credit Facilities

In April 2016, we entered into an Amended and Redt&redit Agreement (“US ARCA”) with BMO with respt to our existing
U.S. facilities that replaced and superseded alloof businesses’ prior financing arrangements wita bank (the “U.S.
Facilities”).The US ARCA was further amended (tf2917 US ARCA Amendment”) on March 15, 2017, andiragen March 28,
2018 (the “2018 US ARCA Amendment”). The 2018 US@RAmendment extended the term of our US FacilitieApril 1, 2020.

Our U.S. Facilities, as amended and restated, gedvior up to $19.1 million USD consisting of a ¥l4nillion USD demand
revolving credit facility (“USD Facility A”) to fimnce ongoing operations, a $5.0 million USD teranldacility (“USD Facility B")
that financed the acquisition of Titan, and a né@@revolving credit facility provided pursuantdadvasterCard is to be used to pay
for and temporarily finance our day-to-day businesggenses and for no other purpose. The 2017 USAAR@endment increased
the USD Facility A to $15.0 million, increasing thetal amount of loans available under the U.Silias to $20.1 million USD. All
outstanding amounts under USD Facilities A and Bewmaid in full on August 16, 2019, using procefdm the Equity Transaction,
and the underlying debt agreements were terminated.

Capital Expenditures

Our additions to property, plant and equipment vir®3 during the year ended December 31, 201%mpared to $589 during the
year ended December 31, 2018. We have no majorefwapital projects planned, or significant repiaeat spending anticipated
during the rest of 2019. Additions were a resuls@bporting the day to day needs of the Company.

Capital Lease Obligations

As of December 31, 2019 and December 31, 2018,agealm immaterial amount of capital lease obligationtstanding that were
assumed in connection with the acquisition of Titan

26



Factors That May Affect Future Operations

We believe that our future operating results wilhttnue to be subject to quarterly variations bagedn a wide variety of factors,
including the cyclical nature of the electrical gquent industry and the markets for our product services. Our operating results
could also be impacted by changing customer reaqugrgs and exposure to fluctuations in prices ofartgnt raw supplies, such as
copper, steel and aluminum. We have various insgragolicies, including cybersecurity, covering sisk amounts that we consider
adequate. In addition to these measures, we atteampcover other cost increases through improvésnen our manufacturing
efficiency and through increases in prices whenmpetitively feasible. Lastly, other economic coidis we cannot foresee may
affect customer demand. We predominately sell tstasuers in the industrial production and commercwhstruction markets.
Accordingly, changes in the condition of any of awrstomers may have a greater impact than if olessaere more evenly
distributed between different end markets. Forr¢ghér discussion of factors that may affect futaperating results see the sections
entitled “Risk Factors” and “Cautionary Note RegagdForward-Looking Statements.”

Off Balance Sheet Transactions and Related Matters

We have no off-balance sheet transactions, arraagemobligations (including contingent obligatipnsr other relationships with
unconsolidated entities or other persons that hawenay have, a material effect on our financiahditon, changes in financial
condition, revenues or expenses, results of opergatiiquidity, capital expenditures or capitaloesces.

New Accounting Pronouncements

The information required by this Item is provided“Note 2. Summary of Significant Accounting Padist to our audited financial
statements for the year ended December 31, 20liglext in this Annual Report on Form 10-K.

Recent Accounting Pronouncements

There have been no recent accounting pronouncementget adopted by the Company which would haweaterial impact on the
Company’s financial statements.

In May 2014, the Financial Accounting Standards mo@FASB”) issued Accounting Standards Update (&P No. 2014-09,
Revenue from Contracts with CustoméFepic 606), or ASU 2014-09, which supersedes geailtl existing revenue recognition
guidance under U.S. GAAP. Since then, the FASBaiss issued ASU 2016-O&evenue from Contracts with CustoméFspic
606), Principals versus Agent Consideration5SU 2016-04,Revenue from Contracts with Customéf®pic 606), Identifying
Performance Obligations and Licensingnd ASU 2017-13Revenue Recognitiofifopic 605), Revenue from Contracts with
Customers(Topic 606), Leases(Topic 840), andLeases(Topic 842), Amendments to SEC Paragraphs Pursuant to the Staff
Announcement at the July 20, 2017 EITF MeetingRedession of Prior SEC Staff Announcements andr@yseommentsyhich
further elaborate on the original ASU No. 2014-0Be core principle of these updates is to recogrézenues when promised goods
or services are transferred to customers in an atrtbat reflects the consideration to which antgrekpects to be entitled for those
goods or services. ASU 2014-09 defines a five gteqress to achieve this core principle and, in glaio, more judgments and
estimates may be required within the revenue rdtognprocess than are required under existing GBAP. In July 2015, the
FASB approved a one-year deferral of the effectlate to January 1, 2018, with early adoption tgéemitted as of the original
effective date of January 1, 2017. Once this stahdeecomes effective, companies may use eitheheffollowing transition
methods: (i) a full retrospective approach reflegtthe application of the standard in each prigoréng period with the option to
elect certain practical expedients; or (i) a reprective approach with the cumulative effect ofiafly adopting ASU 2014-09
recognized at the date of adoption (which includdsditional footnote disclosures) (the “modifiedrospective approach”). We
completed a review of our various revenue streaittirwour two reportable segments, T&D Solutionsl &ritical Power. We have
gathered data to quantify the amount of sales pg tf revenue stream and categorized the typeses or our business units for the
purpose of comparing how we currently recognizeenexe to the new standard in order to quantify mngaict of this ASU. We have
made policy elections within the amended standaatl dre consistent with our current accounting. afepted ASU 2014-09 in our
first quarter of 2018 using the modified retrospacapproach. We have performed a quantitativesassent of adopting ASU 2014-
09 and concluded that there was no material imgactr financial statements other than enhancedadisres and no changes to the
opening retained earnings.

In February 2016, the FASB issued ASU No. 2016“Q2ases (Topic 842)"which requires, among other things, a lessee to
recognize a liability representing future leasemants and a right-of-use asset representing it$ tiguse the underlying asset for the
lease term. For operating leases, a lessee witdpgired to recognize at inception a right-of-ussead and a lease liability equal to the
net present value of the lease payments, with leggense recognized over the lease term on alstilaig basis. For leases with a
term of twelve months or less, ASU 2016-02 allowggorting entity to make an accounting policy g@tto not recognize a right-
of-use asset and a lease liability, and to rec@gl@iase expense on a straight-line basis. ASU Bb6-D2 is effective for fiscal years
beginning after December 15, 2018, including imeperiods within those fiscal years, with early jiilan permitted. Upon adoption,

a reporting entity should apply the provisions @A 2016-02 at the beginning of the earliest pepogsented using a modified
retrospective approach, which includes certainomgti practical expedients that an entity may etecapply. We adopted this

27



standard in our first quarter of 2018 using the ified retrospective approach.

In August 2016, the FASB issued ASU No. 2016-1&atement of Cash FlowW$opic 230) Classification of Certain Cash Receipts
and Cash PaymentsThe purpose of Update No. 2016-15 is to reduceliversity in practice in presentation and clasatiion of the
following items within the statement of cash flovdebt prepayments or debt extinguishment costiesetnt of zero coupon debt
instruments or other debt instruments with coupuarest rates that are insignificant in relatiortiie effective interest rate of the
borrowing, contingent consideration payments méthr a business combination, proceeds from théesstint of insurance claims,
proceeds from the settlement of corporate-owneditiurance policies, distributions received froguity method investments and
beneficial interests in securitization transactidhglso addresses classification of transacttbas have characteristics of more than
one class of cash flows. Update No. 2016-15 iscéffe for annual periods beginning after Decembgr2017, and a retrospective
transition method is required. We adopted ASU 2036r our first quarter of 2018 using the retrogivecapproach. The adoption of
ASU 2016-15 did not have a material impact on aursolidated statements of cash flows.

In October 2016, the FASB issued ASU No. 2016-16¢cdme Taxes (Topic 740)": Intra-Entity Transfers Assets Other Than
Inventory. ASU No. 2016-16 requires the income tax consegemd intra-entity transfers of assets other tharentory to be
recognized when the intra-entity transfer occuthaathan deferring recognition of income tax capmnces until the transfer was
made with an outside party. We adopted ASU 201&1Be first quarter of 2018 using a modified repective approach. Adoption
of the new standard did not have a material impaatur Consolidated Financial Statements.

In January 2017, the FASB issued ASU No. 2017-&mblifying the Test for Goodwill Impairmé&nThis standard was established
to simplify how an entity is required to test goddlfor impairment by eliminating Step 2 from theadwill impairment test. Step 2
measures a goodwill impairment loss by comparimgithplied fair value of a reporting unit's goodwilith the carrying amount of
that goodwill. Under the amendments in this Updateentity should perform its annual, or interimodwill impairment test by
comparing the fair value of a reporting unit with carrying amount. An entity should recognizerapairment charge for the amount
by which the carrying amount exceeds the repouimitjs fair value; however, the loss recognizedudticot exceed the total amount
of goodwill allocated to that reporting unit. Additally, an entity should consider income tax effefrom any tax deductible
goodwill on the carrying amount of the reportingtuahen measuring the goodwill impairment lossajiplicable. The FASB also
eliminated the requirements for any reporting with a zero or negative carrying amount to perferioualitative assessment and, if
it fails that qualitative test, to perform Step f2tloe goodwill impairment test. Therefore, the sampairment assessment applies to
all reporting units. An entity is required to dissé the amount of goodwill allocated to each répgrunit with a zero or negative
carrying amount of net assets. An entity still bas option to perform the qualitative assessmenafreporting unit to determine if
the quantitative impairment test is necessary. Cmpany recorded an impairment charge of $3.0adnilio the goodwill at the TESI
business unit in 2019, partially as a result of lties of the Verizon agreement, which is recordeddntinuing operations within
selling, general, and administrative expense.

In June 2018, the FASB issued ASU No. 2018-@hrhpensation — Stock Compensation (Topic 718): drgments to Nonemployee
Share-Based Payment Accountindhe amendments in this update expand the scopemt 718 to include share-based payment
transactions for acquiring goods and services froonemployees. An entity should apply the requiresesf Topic 718 to
nonemployee awards except for specific guidanceputs to an option pricing model and the attribntof cost (that is, the period of
time over which share-based payment awards vesthengattern of cost recognition over that periddje amendments specify that
Topic 718 applies to all share-based payment trdioses in which a grantor acquires goods or sesvtoebe used or consumed in a
grantor's own operations by issuing share-basednpay awards. The amendments also clarify that T@pR does not apply to
share-based payments used to effectively proviflindncing to the issuer or (2) awards granteddnjunction with selling goods or
services to customers as part of a contract aceduior under Topic 606, Revenue from Contracts Wtlstomers. The updated
standard is effective for the Company beginningrdaitecember 15, 2018, including interim periodsinithat fiscal year.

In August 2018, the FASB issued ASU No. 2018-Fif Value Measurement (Topic 820): Disclosure Feamork - Changes to the
Disclosure Requirements for Fair Value Measuremehtit eliminates, amends, and adds certain disdoguirements for fair
value measurements. The ASU is effective for alhuah and interim periods beginning January 1, 20&i@h early adoption

permitted. The Company is currently evaluatingithpact of adopting this ASU on its consolidatedfigial statements.

In December 2019, the FASB issued ASU No. 20194h2pme Taxes (Topic 740): Simplifying the Accangtfor Income Taxes”
which simplifies the accounting for income taxesrkynoving certain exceptions to the general priesipn Topic 740 and also
clarifies and amends existing guidance to improeesistent applicationThe ASU is effective for all annual and interim ipels
beginning December 15, 2020, with early adoptionmiteed. The Company is currently evaluating théeptal impact but does not
anticipate there will be an impact of the adoptairthis standard on its results afmaterial impact to the consolidated financial
statements once implemented.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not Applicable.
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Report of Independent Registered Public Accountingrirm

Board of Directors and Stockholders
Pioneer Power Solutions, Inc.
Fort Lee, New Jersey

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balsineets of Pioneer Power Solutions, Inc. (thevf@any”) and subsidiaries as
of December 31, 2019 and 2018, the related coreelidstatements of operations and comprehensieeimgloss), stockholders’
equity, and cash flows for each of the two yearth@period ended December 31, 2019, and the detetes (collectively referred to
as the “consolidated financial statements”). In @pinion, the consolidated financial statements@néfairly, in all material respects,
the financial position of the Company and subsidsaat December 31, 2019 and 2018, and the redlits operations and its cash
flows for each of the two years in the period enBedember 31, 2019, in conformity with accountimopgples generally accepted
in the United States of America.

Basis for Opinion

These consolidated financial statements are theonsiility of the Company’s management. Our respulity is to express an
opinion on the Company’s consolidated financiatesteents based on our audits. We are a public atioguirm registered with the
Public Company Accounting Oversight Board (Uniteat&s) (“PCAOB”) and are required to be independeitit respect to the
Company in accordance with the U.S. federal seeariaws and the applicable rules and regulatidriieo Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with thedstals of the PCAOB. Those standards require thagilareand perform the audit
to obtain reasonable assurance about whether tisolidated financial statements are free of mdtemiastatement, whether due to
error or fraud. The Company is not required to hane were we engaged to perform, an audit ofntsrnal control over financial
reporting. As part of our audits we are requirealbtain an understanding of internal control owearicial reporting but not for the
purpose of expressing an opinion on the effectigera the Company’s internal control over finaneigborting. Accordingly, we
express no such opinion.

Our audits included performing procedures to assiessrisks of material misstatement of the consddid financial statements,
whether due to error or fraud, and performing pdaices that respond to those risks. Such proceducksled examining, on a test
basis, evidence regarding the amounts and dis@ssnrthe consolidated financial statements. Oditaualso included evaluating the

accounting principles used and significant estisiatede by management, as well as evaluating thealbyresentation of the
consolidated financial statements. We believe dlataudits provide a reasonable basis for our opini

/s BDO USA, LLP
We have served as the Company's auditor since 2014.

New York, New York
March 30, 2020
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PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Operations
(In thousands, except per share data)

Revenues
Cost of goods sold
Gross profit
Operating expenses
Selling, general and administrative
Total operating expenses
Loss from continuing operations
Interest expense
Gain on sale of subsidiaries
Other expense
Loss before taxes
Income tax expense (benefit)
Net loss from continuing operations
Discontinued operations (Note 7)
(Loss) income from operations of discontinued bessnunits
Gain on sale of discontinued subsidiaries
Income tax expense
Income from discontinued operations, net of incdaxes
Net loss

Earnings (loss) per share:
Basic
Loss from continuing operations
Income from discontinued operations
Net loss

Diluted
Loss from continuing operations
Income from discontinued operations
Net loss

Weighted average common shares outstanding:
Basic
Diluted

For the Year Ended
December 31,

2019 2018
20,582 $ 20,127
19,417 18,233

1,165 1,894
12,918 11,019
12,918 11,019

(11,753) (9,125)
396 916
4,207 -
2,817 64
(10,759) (10,105)
1,278 (796)
(12,037) (9,309)

(2,351) 4,744
13,686 -

737 1,099

10,598 3,645

(1,439) $ (5,664)
(1.38) $ (1.07)
1.21 0.42
0.17) $ (0.65)
(1.38) $ (1.07)
1.21 0.42
0.17) $ (0.65)
8,726 8,726
8,726 8,726

The accompanying notes are an integral part okthessolidated financial statements.
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PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Comprehensive Income (ks)
(In thousands)

For the Year Ended
December 31,

2019 2018
Net loss $ (1,439) $ (5,664)
Other comprehensive income (loss)
Foreign currency translation adjustments 4,766 (161)
Amortization of net prior service costs and ratiarial losses, net of tax 1,145 62
Other comprehensive income (loss) 5911 (99)
Comprehensive income (loss) $ 4472 % (5,763)

The accompanying notes are an integral part ottheasolidated financial statements.
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PIONEER POWER SOLUTIONS, INC.
Consolidated Balance Sheets
(In thousands)

ASSETS
Current assets
Cash and cash equivalents
Short term investments
Accounts receivable, net
Insurance receivable
Inventories, net
Prepaid expenses and other current assets
Current assets of discontinued operations
Total current assets
Property, plant and equipment, net
Deferred income taxes
Other assets
Intangible assets, net
Goodwill
Assets of discontinued operations
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Bank overdrafts
Revolving credit facilities
Accounts payable and accrued liabilities
Deferred revenue
Current maturities of long-term debt
Income taxes payable
Current liabilities of discontinued operations
Total current liabilities
Long-term debt, net of current maturities
Other long-term liabilities
Deferred income taxes
Long-term liabilities of discontinued operations
Total liabilities
Stockholders’ equity
Preferred stock, $0.001 par value, 5,000,000 slart®rized; none issued
Common stock, $0.001 par value, 30,000,000 shartes@zed;
8,726,045 shares issued and outstanding on Dece3th2019 and 2018
Additional paid-in capital
Accumulated other comprehensive income (loss)
Retained earnings (accumulated deficit)
Total stockholders’ equity
Total liabilities and stockholders’ equity

December 31,

December 31,

2019 2018
$ 8213 $ 211
936 5
3,716 3,384
1,800 5
4,554 3,678
795 1,996
- 37,656
20,014 46,925
640 878
2 2,837
7,465 3,098
- 124
- 2,969
2 15,681
$ 28,119 $ 72,512
$ 374 $ 78
2 20,755
7,533 7,257
1,441 1,695
- 1,174
543 95
- 21,362
9,891 52,416
- 2,619
1,793 1,599
- 1,592
- 2,335
11,684 60,561
9 9
23,978 23,966
14 (5,897)
(7,566) (6,127)
16,435 11,951
$ 28119 $ 72,512

The accompanying notes are an integral part ottheasolidated financial statements.
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PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Cash Flows
(In thousands)

For the Year Ended
December 31,

2019 2018
Operating activities
Net loss $ (1,439) $ (5,664)
Depreciation 607 1,222
Amortization of intangible assets 150 1,460
Amortization of right-of-use assets 680 622
Amortization of debt issuance cost 43 75
Amortization of imputed interest (166) -
Deferred income tax expense (benefit) 1,245 (329)
Change in receivable reserves 3,093 (350)
Change in inventory reserves 361 241
Inventory write-off from flood damage 2,688 -
Gain on sale of subsidiaries (17,893) -
Insurance receivable (1,800) -
Unrealized loss on short term investments 2,750 -
Accrued pension 114 (55)
Stock-based compensation 12 165
Other - 21
Intangible asset impairment 83 1,350
Goodwill impairment 2,969 -
Foreign currency remeasurement loss (100) 42
Changes in current operating assets and liabilities
Accounts receivable 1,855 (1,373)
Inventories (1,145) (2,118)
Prepaid expenses and other assets (250) (708)
Income taxes 827 (93)
Accounts payable and accrued liabilities 3) 8,323
Customer deposits and deferred revenue (254) (678)
Net cash (used in)/provided by operating activities (5,573) 2,153
Investing activities
Additions to property, plant and equipment (153) (589)
Proceeds from sale of subsidiairies, net 39,923 -
Proceeds from sale of fixed assets - 762
Net cash provided by investing activities 39,770 173
Financing activities
Bank overdrafts (1,439) 699
Short term borrowings - (5,430)
Borrowing under debt agreement 15,329 40,599
Repayment of debt (40,070) (38,848)
Payment of debt issuance cost (15) (18)
Write-off of notes receivable 600 -
Principal repayments of financing leases (635) (414)
Net cash used in financing activities (26,230) (3,412)
Increase (decrease) in cash and cash equivalents 66 7,9 (1,086)
Effect of foreign exchange on cash and cash el 36 1,079
Cash and cash equivalents
Beginning of period 211 218
End of period $ 8,213 $ 211
Supplemental cash flow information:
Interest paid 1,106 2,603
Income taxes paid, net of refunds 477 587
Non-cash investing and financing activities:
Securities received for sale of subsidiary 4,207 -
Notes receivable recognized upon Equity Transaction 4,929 -

The accompanying notes are an integral part okthessolidated financial statements.
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Balance - December 31, 2017
Net loss
Stock-based compensation
Foreign currency translation adjustment
Pension adjustment, net of taxes
Balance - December 31, 2018

Balance - December 31, 2018
Net loss
Stock-based compensation
Foreign currency translation adjustment
Pension adjustment, net of taxes
Balance - December 31, 2019

PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Stockholders' Equity

(Dollars in thousands)

Accumulated

Accumulated

Additional other compre- Cash deficit/ Total
Common Stock paid-in hensive Dividend Retained stockholders'
Shares Amount capital income (loss) Declared Earnings equity

8,726,045 $ $ 23,801 $ (5,798) $ $ (463) $ 17,549
- - - (5,664) (5,664)
- 165 - - 165
- - (161) - (161)
- - 62 - 62
8,726,045 $ $ 23,966 $ (5,897) $ $ (6,127) $ 11,951
8,726,045 23,966 (5,897) (6,127) 11,951
- - - (1,439) (1,439)
- 12 - - 12
- - 4,766 - 4,766
- - 1,145 - 1,145
8,726,045 $ $ 23,978 $ 14 3 $ (7,566) $ 16,435

The accompanying notes are an integral part okthessolidated financial statements.
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PIONEER POWER SOLUTIONS, INC.
Notes to Consolidated Financial Statements

1. BASIS OF PRESENTATION

Pioneer Power Solutions, Inc. and its wholly owisetsidiaries (referred to herein as the “Compaliidneer,” “Pioneer Power,”
“we,” “our” and “us”) manufacture, sell and serviaebroad range of specialty electrical transmissilistribution and on-site power
generation equipment for applications in the wtilindustrial, commercial and backup power markéte Company is headquartered
in Fort Lee, New Jersey and operates from five g&litional locations in the U.S. for manufacturimgntralized distribution,
engineering, sales and administration.

NASDAQ Listing

On September 24, 2013, the Company completed aerwntten public offering of 1,265,000 shares sfédbmmon stock at a gross
sales price of $7.00 per share, resulting in netgeds to the Company of approximately $7.9 milifiter deducting underwriting

discounts and commissions and other offering exggerla connection with the public offering, the Gamy’s common stock began
trading on the Nasdaq Capital Market under the AP SI.

Segments

In determining operating and reportable segmentacitordance with ASC 280, Segment Reporting (“ASD”"R the Company
concluded that it has two reportable segments, lwhie also our operating segments: Transmissions&iBution Solutions (“T&D
Solutions”) and Critical Power Solutions. Finandialormation about the Company’s segments is pitesieim Note 17 — Business
Segment, Geographic and Customer Information.

Sale of Transformer Business Units

On June 28, 2019, the Company entered into a Fockhase Agreement (the “Stock Purchase Agreemdmnt”and among the
Company, Electrogroup Canada, Inc., a wholly owslasidiary of the Company (“Electrogroup”), Jefter<Electric, Inc., a wholly
owned subsidiary of the Company (“Jefferson”), JexiMan Holdings, Inc., a wholly owned subsidiary tbé Company (“JE
Mexico,” and together with Electrogroup and Jeffersthe “Disposed Companies”), Nathan Mazurek (Chiecutive Officer of the
Company), Pioneer Transformers L.P. (the “US Buyarid Pioneer Acquireco ULC (the “Canadian Buyand together with the
US Buyer, the “Buyer”). Pursuant to the terms @& 8tock Purchase Agreement, the Company agreedl {@) sl of the issued and
outstanding equity interests of Electrogroup to @enadian Buyer and (ii) all of the issued and tantding equity interests of
Jefferson and JE Mexico to the US Buyer (the “Bgiiitansaction”), for a purchase price of $68.0 imnill Included in the purchases
price, the Company received two subordinated preonis notes, issued by the Buyer, in the aggregeteipal amount of $5.0
million and $2.5 million, for a total aggregatemuipal amount of $7.5 million. During the fourtharter of 2019, the Company and
the Buyer, pursuant to the Stock Purchase Agreementpleted the net working capital adjustment,civhiesulted in the Company
paying the Buyer $1.7 million in cash and redudimg principal amount of the $5.0 million Seller Hdab $3.3 million. The Company
has revalued the notes for an appropriate imputteddst rate, resulting in a reduction to the valithe notes at December 31, 2019
of $651, for a carrying value of $5.1 million, whiés included within other long term assets as e€@&nber 31, 2019. After certain
adjustments and expenses of sale, the Companyeeceét consideration from the sale of $45.2 nrlliSubsequent to finalizing the
working capital adjustment during the fourth quadg2019 the gain recognized on the Equity Tratfisa@mounted to $13.7 million
and is reflected within discontinued operations.

The transaction was consummated on August 16, 2@i8neer sold to the Buyer all of the assets @tillities associated with its

liquid-filled transformer and dry-type transformmanufacturing businesses within the Company’s T&iluions segment. Pioneer
Power retained its switchgear manufacturing busingghin the T&D Solutions segment, as well asadlthe operations associated
with its Critical Power segment.

For presentation within these statements, the BmspaCompanies are being presented as discontime@tmns for all periods
presented.

Presentation

The accompanying audited consolidated financiaéstants of the Company have been prepared pursutre rules of the SEC and
reflect the accounts of the Company as of Decer8lie2019. Certain information and footnote disctesy normally included in
annual financial statements prepared in accordastbeaccounting principles generally accepted m tthhited States (“U.S. GAAP”),
have been condensed or omitted pursuant to thésg and regulations. We believe that the disclasunade are adequate to make
the information presented not misleading to theleealn the opinion of management, all adjustmecdsisisting only of normal
recurring adjustments, necessary to fairly stagefitiancial position, results of operations andhcews with respect to the audited
consolidated financial statements have been indlude

36



These audited consolidated financial statementsidacthe accounts of Pioneer and its wholly-ownebsgliaries. All significant
intercompany accounts and transactions have be@amated in consolidation.

Liquidity

The accompanying financial statements have beepaped on a basis, which contemplates the realizatib assets and the
satisfaction of liabilities in the normal coursetfsiness. At December 31, 2019, we had $8.2 mifiiocash and cash equivalents on
hand, generated primarily from the completion & Equity Transaction, and working capital of $1tillion. We have historically
met our cash needs through a combination of castsffrom operating activities and bank borrowingsler our revolving credit
facilities. Our cash requirements historically weayenerally for operating activities, debt repaymerapital improvements and
acquisitions. As all outstanding amounts under onadit facilities have been paid in full with theopeeds from the Equity
Transaction during the year ended December 31,,20&%xpect to meet our cash needs with our workaggjtal and cash flows
from our operating activities. We expect our casduirements to be generally for operating actisitied capital improvements.

During the quarter ended September 30, 2019 thep@oyndeclared a cash dividend of approximately &ilkon in the aggregate
which was subsequently enjoined by ruling of thartoin connection with the litigation with Myer®Wer Products, Inc. As a result
of the court order, the cash dividend was cancdigdhe Company during the fourth quarter of 20H®wever, the timing and
amount of future dividends could require the Compamnseek capital funding to support its ongoingrapions as the Company’s
historical credit arrangements were terminatecbimection with the Equity Transaction.

There are two appeals pending in the Californiar€CofiAppeals for the Second Appellate Districtcimnnection with the litigation
with Myers Power Products, Inc., which includesagpeal of an order modifying a previously issuegliprinary injunction and an
order enjoining the Company to obtain and post2illion bond in connection with the modified greinary injunction. While the
Company intends to defend itself vigorously, dugh® uncertainties of litigation, the Company cawvegno assurance that it will
prevail on the appeals which could have an advergmct on the Company’s financial position. Theppeals are currently
scheduled to be heard later in calendar year 28f4r, the underlying case is likely to be heard dadided. See Note 13 for further
discussion.

Rounding

All dollar amounts (except share and per share) qatsented are stated in thousands of dollargsanvtherwise noted. Amounts
may not foot due to rounding.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

The preparation of consolidated financial statemeatuires management to make estimates and assomtat affect the reported
amounts of assets and liabilities at the date effilancial statements and the reported amountsveinues and expenses during the
reporting period. Actual results could differ frahose estimates.

Principles of Consolidation

The consolidated financial statements include tbeoants of the Company and its wholly-owned subsigs. All significant
intercompany accounts and transactions have baamated in consolidation.

Reclassifications

Certain reclassifications have been made in prary financial statements to conform to the priegem used in the current year.
These reclassifications have not resulted in aaygés to the previously reported net income foryaay.

Use of Estimates

The preparation of financial statements in accoedamith U.S. GAAP requires management to make astisnand assumptions that
affect the reported amounts of assets and liasliind disclosures of contingent assets and tiebilat the date of the financial
statements and the reported amounts of revenuesxaashses during the reporting period. The findrst&tements include estimates
based on currently available information and mansge's judgment as to the outcome of future camustiand circumstances.
Significant estimates in these financial statemémttude allowance for doubtful accounts receivalit@entory provision, useful
lives and impairment of long-lived assets, incomegrovision, and goodwill impairment.

Changes in the status of certain facts or circunegtsicould result in material changes to the egtisnased in the preparation of the
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financial statements and actual results could dfffeam the estimates and assumptions.
Revenue Recognition

Revenue is recognized when (1) a contract withstotner exists, (2) performance obligations promised contract are identified
based on the products or services that will besfeared to the customer, (3) the transaction piscdetermined based on the
consideration to which the Company will be entitimdexchange for transferring products or servitteshe customer, (4) the
transaction price is allocated to the performaoigkgations in the contract and (8)e Company satisfies performance obligations.
Substantially all of our revenue is recognized gt of time, as the promised product passe$iédoctustomer. Service revenues
include maintenance contracts that are recognixed time based on the contract term and repairicEwhich are recognized as
services are delivered.

Cost of Goods Sold

Cost of goods sold for the T&D Solutions and Cati®ower segments primarily includes charges foterrads, direct labor and
related benefits, freight (inbound and outboundled supplies and tools, purchasing and receieiogts, inspection costs, internal
transfer costs, warehousing costs and utilitiesteel to production facilities and, where approptian allocation of overhead. Cost of
goods sold for Critical Power Solutions also in@sdndirect labor and infrastructure cost relatethé provision of field services.

Financial Instruments

The Company’s financial instruments consist pritgasf cash and cash equivalents, receivables, payamnd debt instruments. The
carrying values of these financial instruments agjpnate their respective fair values as they aitegeeishortterm in nature or carry

interest rates which are periodically adjusted tarket rates. Unless otherwise indicated, the aagryialue of these financial

instruments approximates their fair market value.

The carrying amount reported in the consolidateldrtz sheet for shares held in CleanSpark, Incichwhre accounted for in
accordance with the adoption of ASU 2016-01, of@bB®luded within short term investment approxirsdfgr value as the asset has
a readily determinable market value and as sudh ¢bnsidered a Level 1 asset. The estimated &uevof the warrants held in
CleanSpark, Inc. of approximately $531 is considerdé evel 3 asset due to unobservable inputs.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on ham@ndiedeposits and investments with an original nitgtat the date of purchase
of three months or less.

Accounts Receivable

The Company accounts for trade receivables atraighvoice amount less an estimate made for dalbéceivables based on a
review of all outstanding amounts on a monthly ®aManagement determines the allowance for doubifabunts by regularly

evaluating individual customer receivables and iolrihg a customer's financial condition, credistbry and current economic
conditions. The Company writes off trade receivahiden they are deemed uncollectible. The Compeacyrds recoveries of trade
receivables previously written off when it receivbem. Management considers the Company’s allowdmceoubtful accounts,

which was $77 and $123 as of December 31, 20192848, respectively, sufficient to cover any expestr loss in its accounts
receivable.

Long-Lived Assets

Depreciation and amortization for property, plantl @quipment, and finite life intangible assets;amputed and included in cost of
goods sold and in selling and administrative expeas appropriate. Long-lived assets, consistimmarily of property, plant and
equipment, are stated at cost less accumulatecedafion. Property, plant and equipment are deptrediusing the straight line
method, based on the estimated useful lives oafisets (buildings — 25 years, machinery and equipm® to 15 years, computer
hardware and software - 3 to 5 years, furniturei@ufes 5 to 7 years, leasehold improvements — tefrfease). Depreciation
commences in the year the assets are ready foritbended use. As a convention, in the initialryaa asset is placed in service, the
Company takes one half year of depreciation.

Finite life intangible assets consist primarily afistomer relationships in multiple categories thg specific to the businesses
acquired and for which estimated useful lives waetermined based on actual historical customeitiattrrates. The Company’s
other finite life intangible assets consist of rmympete agreements, which have defined terms,ireit@demarks which the
Company has elected to gradually discontinue, atetrially-developed software. These finite lifeaimgible assets are amortized by
the Company over periods ranging from four to tearg.
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Long-lived assets and finite life intangible assats reviewed for impairment whenever events aruoistances have occurred that
indicate the remaining useful life of the asset mayrant revision or that the remaining balanc¢hefasset may not be recoverable.
Upon indications of impairment, or in the normalige of annual testing, assets and liabilitiesgaoiped at the lowest level for

which identifiable cash flows are largely indepemtdef the cash flows of other assets and liabditiehe measurement of possible
impairment is generally estimated by the ability@éoover the balance of an asset group from ite@rg future operating cash flows
on an undiscounted basis. If such assets are @asido be impaired, the impairment to be recoghigeneasured by the amount by
which the carrying amount of the asset exceedfaih®alue thereof. Determining asset groups artkedging cash flows requires the

use of significant judgment.

Goodwill and Indefinite Life Intangible Assets

Goodwill was generated through the acquisitions enlag the Company between 2010 and 2015. As thé ¢otesideration paid

exceeded the value of the net assets acquired@;ahwany recorded goodwill for each of the completequisitions. At the date of
acquisition, the Company performed a valuation étednine the value of the intangible assets, andattocation of the purchase
price to the assets and liabilities acquired. Thedyvill is attributable to synergies and econonmaéscale provided to us by the
acquired entity.

The Company tests its goodwill and indefinite-liiatangible asset for impairment at least annu@hyof October 1) and whenever
events or circumstances change that indicate immgait may have occurred. A significant amount ofgjueént is involved in
determining if an indicator of impairment has ocedr Such indicators may include, among othersigaifcant decline in the
Company’s expected future cash flows; a sustaisigphificant decline in the Company’s stock prical anarket capitalization; a
significant adverse change in legal factors orhim Ibusiness climate of its segments; unanticipatedpetition; and slower growth
rates. Any adverse change in these factors could hasignificant impact on the recoverability ofogwill, the indefinite-lived
intangible assets and the Company’s consolidateahéial results. As described in Note 11, the Compacorded impairment
charges of $83 for intangible assets and $3.0aniligainst goodwill in 2019 and $870, $377 and $d@&inst technology-related
industry accreditation, customer relationships ama-complete agreements, respectively, in 2018.

The Company tests its goodwill for impairment a teporting unit level, which is an operating segtr@ a segment that is one level
below its operating segments. An operating segmsetiéfined by ASC 280-10-50 as a component of aerprise that earns revenue
and incurs expenses, of which discrete financitdrination is available. The goodwill has been assijto the reporting unit to
which the value relates. Two of the Company’s f@porting units have goodwill. The Company testsdyall by estimating the fair
value of the reporting unit using a discounted déslv model and other valuation techniques, but rakegt to perform a qualitative
analysis. A quantitative analysis is used to deiteeran estimated fair value representing the amatumthich a reporting unit could
be bought or sold in a current transaction betweding parties on an arms-length basis. The estahdair value of each reporting
unit is derived using a discounted cash flow methaded on market and reporting unit-specific assiomg, including estimated
future revenues and expenses, weighted averagefcoapital, capital expenditures, the useful tfer which cash flows will occur
and other assumptions which are considered reakomalol inherent in discounted cash flow analysisqualitative analysis is
performed by assessing certain trends and fadtwiiding projected market outlook and growth rafesecasted and actual sales
and operating profit margins, discount rates, ityugata and other relevant qualitative factorseSéhtrends and factors are compared
to, and based on, the assumptions used in therswestt quantitative assessment.

As of December 31, 2019, the Company has writtervétiue of all of its goodwill and intangible ass#i zero because the Company
determined they were impaired.

Income Taxes

The Company accounts for income taxes under thet assl liability method, based on the income tawsland rates in the countries
in which operations are conducted and income iseghrThis approach requires the recognition of rdefetax assets and liabilities
for the expected future tax consequences of tempatifferences between the carrying amounts andtdlebasis of assets and
liabilities. Developing the provision for incomexes requires significant judgment and expertiséeiteral, international and state
income tax laws, regulations and strategies, inofyidhe determination of deferred tax assets agiliies and, if necessary, any
valuation allowances that may be required for defbtax assets. The Company records a valuatiowatice to reduce its deferred
tax assets to the amount that is more likely thainto be realized. The Company believes that thercksl tax asset recorded as of
December 31, 2019 and 2018 is realizable througtrdureversals of existing taxable temporary défexes and future taxable
income. If the Company was to subsequently detegritiat it would be able to realize deferred taxetssi the future in excess of its
net recorded amount, an adjustment to deferredgagts would increase net income for the periaghich such determination was
made. The Company will continue to assess the aagquf the valuation allowance on a quarterly basie Company’s tax filings
are subject to audit by various taxing authorities.

The objective of accounting for income taxes igdoognize the amount of taxes payable or refundfdsléhe current year and
deferred tax liabilities and assets for the futtane consequences or events that have been recdgnizbe Company’s financial
statements or tax returns. The Company recognimetak benefit from an uncertain tax position ahiyis more likely than not that
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the tax position will be sustained on examinatigntbe taxing authorities, based on the technicalitm@f the position (see
“Unrecognized Tax Benefits” below).

Income tax related interest and penalties are grduwyith interest expense on the consolidated stteof operations.
Unrecognized Tax Benefits

The Company accounts for unrecognized tax bendiitaccordance with Financial Accounting Standardsal (“FASB”)
Accounting Standards Codification (“ASC”) “Incomeaxes” (“ASC 740"). ASC 740 prescribes a recognittreshold that a tax
position is required to meet before being recoghize the financial statements and provides guidaonede-recognition,
measurement, classification, interest and penabiesounting in interim periods, disclosure andgition issues. ASC 740 contains a
two-step approach to recognizing and measuringrtaiogax positions. The first step is to evaludie tax position for recognition by
determining if the weight of available evidenceigades that it is more likely than not that theifos will be sustained upon ultimate
settlement with a taxing authority, including regan of related appeals or litigation processkeany. The second step is to measure
the tax benefit as the largest amount that is e 50% likely of being realized upon ultimatetlsetent.

Additionally, ASC 740 requires the Company to aeciterest and related penalties, if applicableabriax positions for which
reserves have been established consistent wiitjational tax laws. See Note 28ncome Taxes.

Share-Based Payments

The Company accounts for share based paymentscordence with the provisions of FASB ASC 718 “Comgettion — Stock
Compensation” and accordingly recognizes in itsaririal statements share based payments at theivdaie. In addition, it
recognizes in the financial statements an expeasedbon the grant date fair value of stock optigrmited to employees and
directors. The expense is recognized on a stréiighbasis over the expected option life while takinto account the vesting period
and the offsetting credit is recorded in additiopaid-in capital. Upon exercise of options, thesideration paid together with the
amount previously recorded as additional paid-ipitedis recognized as capital stock. The Compastiymates its forfeiture rate in
order to determine its compensation expense arfsarg stock based awards. The Company uses th&t3eltoles Merton option
pricing model to determine the fair value of thetiops. Non-employee members of the Board of Dinectare deemed to be
employees for the purposes of recognizing shareebesmpensation expense.

Inventories

Inventories are stated at the lower of cost orreatizable value using first-in, first-out (FIFOJ weighted-average methods and
include the cost of materials, labor and manufactuoverhead. The Company uses estimates in detiemgnthe level of reserves
required to state inventory at the lower of costm@arket. The Company estimates are based on mackgity levels, production
requirements, the physical condition of productsl aechnological innovation. Changes in any of thésetors may result in
adjustments to the carrying value of inventory. Ne& 8 - Inventories.

Income (Loss) Per Share

Basic income (loss) per share is computed by digidhe income (loss) for the period by the weigtdagdrage number of common
shares outstanding during the period. Diluted ineqloss) per share is computed by dividing the imedloss) for the period by the
weighted average number of common and common dguivshares outstanding during the period. (See M8t Basic and Diluted
Net Loss Per Share).

Fair Value Measurements

FASB ASC 820 “Fair Value Measurement and Disclosapplies to all assets and liabilities that arsnbeneasured and reported on
a fair value basis. ASC 820 establishes a framevmrkneasuring fair value in U.S GAAP, and expadilosure about fair value

measurements. ASC 820 enables the reader of thecfid statements to assess the inputs used tdogethmse measurements by
establishing a hierarchy for ranking the qualityl aeliability of the information used to determifaér values. ASC 820 requires that
assets and liabilities carried at fair value besifed and disclosed in one of the following thcagegories:

Level 1: Quoted market prices in active marketsdentical assets or liabilities.
Level 2: Observable market based inputs or unohgésinputs that are corroborated by market data.
Level 3: Unobservable inputs that are not corroteatdy market data.

In determining the appropriate levels, the Comppersforms a detailed analysis of the assets anditied that are subject to ASC

820. At each reporting period, all assets and lliads for which the fair value measurement is lohse significant unobservable
inputs are classified as Level 3.
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The fair value represents management’s best estint@sed on a range of methodologies and assumpiibe carrying value of
receivables and payables arising in the ordinawyrsm of business approximate fair value becaugbeofelatively short period of
time between their origination and expected retibpa

The Company’s financial instruments consist prityasf cash and cash equivalents, receivables, metssvable in connection with
the Equity Transaction, payables and debt instrasndihe carrying values of these financial instratee@pproximate their respective
fair values as they are either shéetm in nature or carry interest rates which ardopéally adjusted to market rates. Unless
otherwise indicated, the carrying value of thesaricial instruments approximates their fair maviedtie.

The carrying amount reported in the consolidatddrzs sheet for shares held in CleanSpark, In$986 included within short term

investment approximates fair value as the assethtaadily determinable market value and as suishdonsidered a Level 1 asset.
The estimated fair value of the warrants held iea@Spark, Inc. of approximately $531 is consideaedevel 3 asset due to
unobservable inputs.

Recent Accounting Pronouncements

There have been no recent accounting pronouncementget adopted by the Company which would haweaterial impact on the
Company’s financial statements.

Income Taxedn December 2019, the FASB issued ASU No. 2019+ichme Taxes (Topic 740)hich simplifies the accounting for
income taxes by removing certain exceptions togéweral principles in Topic 740 and also clarifiesl amends existing guidance to
improve consistent application. The ASU is effeetfor all annual and interim periods beginning Deber 15, 2020, with early
adoption permitted. The Company is currently eviithgathe potential impact but does not anticipdiereé will be an impact of the
adoption of this standard on its results of a niat@npact to the consolidated financial statememtse implemented.

Leasesln February 2016, the FASB issued ASU No. 2016L@2ases (Topic 842which requires, among other things, a lessee to
recognize a liability representing future leaserpagts and a right-of-use asset representing it$ riguse the underlying asset for the
lease term. For operating leases, a lessee wittdpgired to recognize at inception a right-of-usee and a lease liability equal to the
net present value of the lease payments, with leggense recognized over the lease term on alstiiaig basis. For leases with a
term of twelve months or less, ASU 2016-02 allowggorting entity to make an accounting policy &t@tto not recognize a right-
of-use asset and a lease liability, and to receglgiase expense on a straight-line basis. ASU Bib6-D2 is effective for fiscal years
beginning after December 15, 2018, including imeperiods within those fiscal years, with early jgiilen permitted. Upon adoption,

a reporting entity should apply the provisions ddlA 2016-02 at the beginning of the earliest pepoesented using a modified
retrospective approach, which includes certainomgti practical expedients that an entity may etecapply. We adopted this
standard in our first quarter of 2018 using the ified retrospective approach.

Revenue from Contracts with CustoménsMay 2014, the FASB issued ASU No. 2014-B@venue from Contracts with Customers
(Topic 606), which supersedes nearly all existiegenue recognition guidance under U.S. GAAP. Sthea, the FASB has also
issued ASU 2016-0&evenue from Contracts with CustoméFrspic 606),Principals versus Agent ConsideratiofsSU 2016-04,
Revenue from Contracts with Custom@rsepic 606),Identifying Performance Obligations and Licensiagd ASU 2017-1Revenue
Recognition(Topic 605), Revenue from Contracts with CustoméT®pic 606), Leases(Topic 840), andLeases(Topic 842),
Amendments to SEC Paragraphs Pursuant to the Atafduncement at the July 20, 2017 EITF MeetingRedession of Prior SEC
Staff Announcements and Observer Commaetish further elaborate on the original ASU No. 2d19.The core principle of these
updates is to recognize revenues when promisedsgoodservices are transferred to customers in aouamthat reflects the
consideration to which an entity expects to betledtifor those goods or services. ASU 2014-09 ésfim five step process to achieve
this core principle and, in doing so, more judgreeantd estimates may be required within the reveacegnition process than are
required under existing U.S. GAAP. In July 201% #ASB approved a one-year deferral of the effectiate to January 1, 2018,
with early adoption to be permitted as of the ovadieffective date of January 1, 2017. Once thémddrd becomes effective,
companies may use either of the following transitimethods: (i) a full retrospective approach reiter the application of the
standard in each prior reporting period with théia@pto elect certain practical expedients; or &ijetrospective approach with the
cumulative effect of initially adopting ASU 2014-O%cognized at the date of adoption (which includelslitional footnote
disclosures) (the “modified retrospective approdctWe completed a review of our various revenuesstrs within our two reportable
segments, T&D Solutions and Critical Power. We hgathered data to quantify the amount of salesypg bf revenue stream and
categorized the types of sales for our businests dioi the purpose of comparing how we currentigogmize revenue to the new
standard in order to quantify the impact of thisSLtASVe have made policy elections within the amenstaddard that are consistent
with our current accounting. We adopted ASU 2014r08ur first quarter of 2018 using the modifiedrospective approach. We
have performed a quantitative assessment of adppB8U 2014-09 and concluded that there was no materpact to our financial
statements other than enhanced disclosures andamges to the opening retained earnings.

Stock Compensatiorin June 2018, the FASB issued ASU No. 2018-Cdmpensation — Stock Compensation (Topic 718):
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Improvements to Nonemployee Share-Based PaymeotiAtoty. The amendments in this update expand the scopemit 718 to
include share-based payment transactions for anguigoods and services from nonemployees. An erdftguld apply the
requirements of Topic 718 to nonemployee awardemxfor specific guidance on inputs to an optioitipg model and the
attribution of cost (that is, the period of timeeowhich share-based payment awards vest and ttezrpaf cost recognition over that
period). The amendments specify that Topic 718iappb all share-based payment transactions inhwdnigrantor acquires goods or
services to be used or consumed in a grantor's @yemations by issuing share-based payment awahdsamendments also clarify
that Topic 718 does not apply to share-based patgmsed to effectively provide (1) financing to iksuer or (2) awards granted in
conjunction with selling goods or services to costos as part of a contract accounted for undercré@é, Revenue from Contracts
with Customers. The updated standard is effectivettfe Company beginning after December 15, 20d@uding interim periods
within that fiscal year. Early adoption of the nguidance is permitted, but no earlier than angstidoption date of Topic 606. The
Company adopted this guidance on January 1, 20d8.afloption of this ASU did not have a material aetpon the consolidated
financial statements.

Fair Value Measurementn August 2018, the FASB issued ASU No. 2018-#8ir Value Measurement (Topic 820): Disclosure
Framework - Changes to the Disclosure RequiremémtsFair Value Measurementhat eliminates, amends, and adds certain
disclosure requirements for fair value measuremédrie ASU is effective for all annual and interirarijpds beginning January 1,
2020, with early adoption permitted. The Companggiaot anticipate material impact of adopting th&U on its consolidated
financial statements.

Measurement of Credit Losses on Financial InstrumenJune 2016, the FASB issued amended guidanceStd Wo. 2016-13,
Financial Instruments — Credit Losses (Topic 32B)easurement of Credit Losses on Financial Instrusi¢hat changes the
impairment model for most financial assets andagerother instruments. For trade and other recégalheld-to-maturity debt
securities, loans and other instruments, entitiélsoe required to use a new forward-looking “exggetloss” model that will replace
today’s “incurred loss” model and generally wilktdt in the earlier recognition of allowances fosdes. For available-for-sale debt
securities with unrealized losses, entities willasigre credit losses in a manner similar to cunpesttice, except that the losses will
be recognized as an allowance. This amended gwedianeffective for fiscal years beginning after Beber 15, 2019, including
interim periods within those fiscal years. Entitiedl apply the standard’s provisions as a cumukffect adjustment to retained
earnings as of the beginning of the first effectigporting period. We do not expect that the amérgiedance will have a material
effect on our consolidated financial statementsrafated disclosures.

3. DIVESTITURES
Pioneer Critical Power, Inc.

On January 22, 2019, Pioneer Critical Power, lacDQelaware corporation (“PCPI"), a wholly-owned sigliary of the Company
within the T&D Solutions segment, CleanSpark anda@Spark Acquisition, Inc., a Delaware corporafitmerger Sub”), entered
into an Agreement and Plan of Merger (the “Merggre®ment”), pursuant to which, among other thifdsrger Sub merged with
and into PCPI, with PCPI becoming a wholly-ownettsidiary of the CleanSpark and the surviving compahthe merger (the
“Merger”).

At the effective date of the Merger, all of theuisd and outstanding shares of common stock of R&Plvalue $0.01 per share, were
converted into the right to receive (i) 175,000rskaof common stock, par value $0.001 per sharkeéttSpark Common Stock”), of
CleanSpark, (ii) a five-year warrant to purchas@80 shares of CleanSpark Common Stock at an eeepcice of $16.00 per share,
and (iii) a five-year warrant to purchase 50,008rehk of CleanSpark Common Stock at an exercise pfi§20.00 per share.

The Merger Agreement also contains representativag;anties and covenants of the parties custorftaryransactions similar to
those entered into by the Merger Agreement. Suphesentations and warranties are made solely fopgses of the Merger
Agreement and, in some cases, may be subject tifications and limitations agreed to by the pastia connection with the
negotiated terms of the Merger Agreement and mag baen qualified by disclosures that were madmmnection with the parties’
entry into the Merger Agreement. The share quastiind exercise prices of warrants reflect the @tk split completed by
CleanSpark in December 2019.

In connection with the Merger Agreement, the Comp&@ieanSpark and PCPI entered into an Indemnityedment (the “Indemnity
Agreement”), dated January 22, 2019, pursuant tchwine Company agreed to assume the liabilities abligations related to the
claims made by Myers Powers Products, Inc. in #eeditledMyers Power Products, Inc. v. Pioneer Power Sohgj Inc., Pioneer
Custom Electrical Products, Corp., et,dlos Angeles County Superior Court Case No. BC@6g%he “Myers Power Case”) as they
may relate to PCPI or CleanSpark after the closinthe Merger. In addition, the Company agreednttemnify and hold harmless
CleanSpark and the surviving company of the Meaget their respective officers, directors, agenesmimers and employees, and the
heirs successors and assigns of the foregoing dirragainst all losses incurred by reason of clamade by Myers Power Products,
Inc. as presented or substantially similar to thasented in the Myers Powers Case that are braggihst CleanSpark or the
surviving company of the Merger after the closiigh® Merger. The Indemnity Agreement expires fyjears from the date of the
Indemnity Agreement.
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In connection with entry into the Merger Agreeméhg Company and CleanSpark entered into a Coritantifacturing Agreement
(the “Contract Manufacturing Agreement”), dated afsJanuary 22, 2019, pursuant to which the Compailly manufacture
paralleling switchgear, automatic transfer switchesl related control and circuit protective equipmgollectively, “Products”)
exclusively for purchase by CleanSpark. CleanSpélkpurchase the Products via purchase ordersida the Company at any
time and from time to time. The price for the Produpayable by CleanSpark to the Company will bgotiated on a case by case
basis, but all purchases of Products will havergetaprice of 91% of the CleanSpark customer’s Ipase order price and will not be
more than 109% of the Company’s cost. The Contvintufacturing Agreement has a term of 18 monthsraag be extended by
mutual agreement of the Company and CleanSpark.

In connection with entry into the Merger Agreemethte Company and CleanSpark entered into a Non-@bttigm and Non-
Solicitation Agreement (the “Non-Compete Agreemgntiated January 22, 2019, pursuant to which themgamy agreed not to,
among other things, own, manage, operate, finasar#yol, advise, render services to or guaranteeotiligations of any person or
entity that engages in or plans to engage in tlegde manufacture, distribution and service of faling switchgear, automatic
transfer switches, and related products (the “Restt Business”). The Company agreed not to engadgke Restricted Business
within any state or county within the United Stateswhich CleanSpark or the surviving company of tierger conducts such
Restricted Business for a period of four (4) ydevm the date of the Non-Compete Agreement.

In addition, the Company also agreed, for a pedabébur (4) years from the date of the Non-Comp&tgeement, not to, among
other things, directly or indirectly (i) solicitnduce, or attempt to induce customers, suppli&endees, licensors, franchisees,
consultants of the Restricted Business as condumtdtie Company, CleanSpark or the surviving corggancease doing business
with the surviving company or CleanSpark or (iijigq recruit, or encourage any of the survivingngpany's or CleanSpark’s
employees, or independent contractors to discoatineir employment or engagement with the survidoagpany or CleanSpark.

The Merger resulted in the deconsolidation of P@mRd a gain of $4.2 million in the first quarter 2019. The fair value of the
investment in the common stock of CleanSpark wasroiéned using quoted market prices and warrantg wstablished using a
Black Scholes model.

From the date of sale through December 31, 20¥%s$timated fair value of the warrants and CleariSgammon stock decreased to
$1.4 million and an unrealized mark to market lo$s$2.8 million was recognized within other experise the period ended

December 31, 2019. The PCPI entity was a dormasiness unit at the time of this sale; therefors #ile has no impact to the
discontinued operations presented within the fir@nstatements. See Note 1 for details relatedht dale of the Transformer
business.

4. FAIR VALUE MEASUREMENTS

ASC 820,Fair Value Measurements and DisclosufeaSC 820"), defines fair value as the price thaiuld be received to sell an
asset, or paid to transfer a liability, in the pijpal or most advantageous market in an orderhstation between market participants
on the measurement date. The fair value standaodestablishes a three level hierarchy, which requan entity to maximize the use
of observable inputs and minimize the use of uncladde inputs when measuring fair value. The védumahierarchy is based upon
the transparency of inputs to the valuation of ssegaor liability on the measurement date. Theetleeels are defined as follows:

» Level 1 - inputs to the valuation methodology at®ted prices (unadjusted) for an identical assdiability in an active
market.

e Level 2 - inputs to the valuation methodology imtduquoted prices for a similar asset or liabilityan active market or
model derived valuations in which all significanputs are observable for substantially the fulinerf the asset or liability.

« Level 3 - inputs to the valuation methodology anehservable and significant to the fair value measent of the asset or
liability.

At December 31, 2019, the Company’s financial unsents included the right to receive (i) 175,008rebk of common stock, par
value $0.001 per share, of CleanSpark Common Stalla five-year warrant to purchase 50,000 share€leanSpark Common

Stock at an exercise price of $16.00 per share(iahd five-year warrant to purchase 50,000 sharkCleanSpark Common Stock at
an exercise price of $20.00 per share. The carrgimgunts reported in the accompanying financigestants for cash and cash
equivalents, receivables, inventories, accountsiplayand accrued expenses and other current iebiipproximate their respective
fair values because of the short-term nature cdeteccounts. The share quantities and exercisespoicwarrants reflect the 10:1
stock split completed by CleanSpark in Decembe8201

The following table presents, for each of the faatue hierarchy levels required under ASC 820, Gmenpany’s assets that are
measured at fair value on a recurring basis:
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December 31, 2019
Fair Value Measurements Using

Quoted prices in Significant other Significant
active markets for observable unobservable
identical assets inputs inputs
(Level 1) (Level 2) (Level 3)
Assets
Common shares $ 936 $ - $ -
Warrants - - 531

Level 3 Valuation

The warrant asset (which relates to warrants tohage shares of common stock) is marked-to-madat eeporting period with the
change in fair value recorded to other income (egpgin the accompanying statements of operatiotiktiie warrants are exercised.
The fair value of the warrant asset is estimatadgua Black-Scholes option-pricing model. The dfigaint assumptions used in
preparing the option pricing model for valuing tharrant asset as of December 31, 2019, includeo(@lility of 282%, (ii) risk free
interest rate of 1.66%, (iii) strike price ($16.@hd $20.00), (iv) fair value of common stock ($5,4@nd (v) expected life
of 4.07 years.

The table presented below is a summary of chamgteifair value of the Company’s Level 3 valuationthe CleanSpark warrants
for the year ended December 31, 2019:

CleanSpark
Warrants
Balance at December 31, 2018 $
Issuance of warrants 1,479
Change in fair value (948)
Balance at December 31, 2019 $ 531

No other changes in valuation techniques or inpatsirred during the year ended December 31, 206ravisfers of assets between
Level 1 and Level 2 of the fair value measureméetainchy occurred during the year ended Decembe?(®19.

5. REVENUES
Adoption of ASC Topic 606, “Revenue from Contractsvith Customers”

On January 1, 2018, we adopted Topic 606 usingnibdified retrospective method applied to those remts which were not
completed as of January 1, 2018. Results for regpperiods beginning after January 1, 2018 aregmed under Topic 606. There
was no adjustment to opening retained earninggaltiee impact of adopting Topic 606.

The Company adopted ASC 606 using the modifiedsptctive method.
Nature of our products and services

Our principal products and services include cusemgineered engine-generator sets and controls, learepted by a national field-
service network to maintain and repair power ger@rassets.

Products

We provide switchgear that helps customers effeltiand efficiently manage their electrical powéstigbution systems to desired
specifications.

Services

Power generation systems represent consideraldstments that require proper maintenance and seirvierder to operate reliably
during a time of emergency. Our power maintenamogrnams provide preventative maintenance, repalrsapport service for our
customers’ power generation systems.

Our principal source of revenue is derived fromesabf products and fees for services. We measwenue based upon the
consideration specified in the customer arrangen@rd revenue is recognized when the performantigations in the customer
arrangement are satisfied. A performance obligasampromise in a contract to transfer a distproduct or service to the customer.
The transaction price of a contract is allocate@dch distinct performance obligation and recoghias revenue when or as, the
customer receives the benefit of the performandigation. Customers typically receive the benefibar products when the risk of
loss or control for the product transfers to thetemer and for services as they are performed. UABE 606, revenue is recognized
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when a customer obtains control of promised pradactservices in an amount that reflects the cenattbn we expect to receive in
exchange for those products or services. To actiiégeore principal, the Company applies the follg five steps:

1) Identify the contract with a customer

A contract with a customer exists when (i) the Campenters into an enforceable contract with acenst that defines each party’'s
rights regarding the products or services to hesfeared and identifies the payment terms reladgtigése products or services, (ii) the
contract has commercial substance and, (iii) then@my determines that collection of substantialllig@nsideration for products or
services that are transferred is probable basatierustomer’s intent and ability to pay the pradisonsideration. The Company
applies judgment in determining the customer’sigbdnd intention to pay, which is based on a \grigf factors including the
customer’s historical payment experience or, inadise of a new customer, published credit and diahmformation pertaining to
the customer.

2) Identify the performance obligations in the contrac

Performance obligations promised in a contracidentified based on the products or services thihbe transferred to the customer
that are both capable of being distinct, whereleydiistomer can benefit from the product or sergitteer on its own or together with
other resources that are readily available fromdtipiarties or from the Company, and are distincthie context of the contract,
whereby the transfer of the products or servicegmrately identifiable from other promises in ¢beatract. To the extent a contract
includes multiple promised products or serviceg, @ompany must apply judgment to determine wheginemised products or
services are capable of being distinct and disfimthe context of the contract. If these critaaie not met the promised products or
services are accounted for as a combined perforenalicgation.

3) Determine the transaction price

The transaction price is determined based on thsideration to which the Company will be entitledeixchange for transferring
products or services to the customer. The custpangments are generally due in 30 days.

4) Allocate the transaction price to performance odatigns in the contract

If the contract contains a single performance @iam, the entire transaction price is allocateth®single performance obligation.
Contracts that contain multiple performance obiayat require an allocation of the transaction pt@each performance obligation
based on a relative standalone selling price asi®st of the product or service. The Companyrdetes standalone selling price
based on the price at which the performance olitigas sold separately. If the standalone sellirigepis not observable through past
transactions, the Company estimates the standakllieg price taking into account available infotina such as market conditions
and internally approved pricing guidelines relai@the performance obligations.

5) Recognize revenue when or as the Company satisfiesformance obligation

The Company satisfies performance obligations eitiver time or at a point in time. Revenue is retpbgd at the time the related
performance obligation is satisfied by transferringromised product or service to a customer.

Substantially all of our revenue from the sale witshgear and power generation equipment is reeaghiat a point of time.
Revenues are recognized at the point in time thetcustomer obtains control of the good which imit has taken title to the
products and has assumed the risks and rewardar@rship specified in the purchase order or sajgeesnent. Service revenues
include maintenance contracts that are recognixed time based on the contract term and repairicEwhich are recognized as
services are delivered.

The following table presents our revenues disaggeebby revenue discipline:

For the Year Ended
December 31,

2019 2018
Products $ 10,401 $ 10,327
Services 10,181 9,800
Total revenue $ 20,582 $ 20,127

See Note 17 — Business Segment, Geographic andr@eistnformation.
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6. OTHER EXPENSE

Other expense in the consolidated statements afabpes reports certain gains and losses associithdactivities not directly
related to our core operations. For the year elmmember 31, 2019, other expense was $2.8 milliswompared to $64 during the
year ended December 31, 2018. For the year endeenfiteer 31, 2019, included in other expense wassadb$2.8 million related to
the mark to market adjustment on the fair valuea@hmon stock and warrants received in connectidh thie Merger of PCPI,
CleanSpark and the Merger Sub.

7. DISCONTINUED OPERATIONS

A discontinued operation is a component of the Camyfs business that represents a separate magoofibusiness that had been
disposed of or is held for sale. ClassificatiormaBiscontinued operation occurs upon disposal @rvithe operation meets the criteria
to be classified as held for sale, if earlier. Wianoperation is classified as a discontinued ajoerathe comparative Consolidated
Statement of Operations, Consolidated Statemefash Flows, and Consolidated Balance Sheets asemnieal as if the operation
had been discontinued from the start of the contpargear. Based upon the authoritative guidarfoe Gompany concluded that the
operations of the liquid-filled and dry-type tramsfier business should be presented as discontopemtions as of December 31,
2019.

Overview

On August 16, 2019, the Company completed the Eduiansaction pursuant to the Stock Purchase Ageagrby and among the
Company, the Disposed Companies, Nathan Mazurek ttes Buyer. Pursuant to the terms of the Stockliage Agreement, the
Company sold (i) all of the issued and outstanaiggity interests of Electrogroup to the CanadiageBwand (ii) all of the issued and
outstanding equity interests of Jefferson and JEidteto the US Buyer.

Upon completion of the Equity Transaction, Pioneewer sold to the Buyer all of the assets andlitags associated with its liquid-
filled transformer and dry-type transformer mantfisiog businesses within the Company’s T&D SegmPitneer Power retained
its switchgear manufacturing business within theDT&olutions segment, as well as all of the openatiassociated with its Critical
Power segment.

Consideration

The consideration paid by the Buyer in the EquitgriBaction is a base cash purchase price of $60iédnmas well as the issuance
by the Buyer of two subordinated promissory notePibneer Power in the principal amounts of $5.Maniand $2.5 million, for a
total aggregate principal amount of $7.5 milliohe(t'Seller Notes”), in each case subject to adjastnpursuant to the terms of the
Stock Purchase Agreement. Pursuant to the termtheofStock Purchase Agreement, the Seller Notes bedlr interest at an
annualized rate of 4.0%, to be paid-in-kind annwjahd will have a maturity date of December 3220n addition, pursuant to the
terms of the Stock Purchase Agreement, as ametiteduyer may set-off on a dollar-for-dollar baaisy indemnifiable losses the
Buyer suffers as a result of certain actions orssions by Pioneer Power or the Disposed Compagess the first Seller Note in
the aggregate principal amount of $5.0 million, andh right of set-off is the Buyer's sole souréeezovery with respect to losses
resulting from inaccuracies or breaches of the Gowis representations and warranties, except feadires of certain fundamental
warranties, claims of fraud and breaches of reptaiens, warranties or covenants relating to taged claims for certain specific
indemnities. No such losses are expected as ofriteme31, 2019.

During the fourth quarter of 2019, the Company #edBuyer, pursuant to the Stock Purchase Agreeroemtpleted the net working
capital adjustment, which resulted in the Compaayiqmy the Buyer $1.7 million in cash and reducihg principal amount of the
$5.0 million Seller Note to $3.3 million. The Commyahas revalued the notes for an appropriate intpunterest rate, resulting in a
reduction to the value of the notes at DecembefB19 of $651, for a carrying value of $5.1 milljavhich is included within other
long term assets as of December 31, 2019. Aftdaiceadjustments and expenses of sale, the Comaeyed net consideration
from the sale of $45.2 million. Subsequent to firiah the working capital adjustment during the ribugquarter of 2019 the gain
recognized on the Equity Transaction amounted & %&fillion and is reflected within discontinuedeogtions.

Covenants

In addition, pursuant to the Stock Purchase Agrewneach of Pioneer Power, its affiliates and Nathezurek, Pioneer Power’s
President, Chief Executive Officer and Chairmanhef Board of Directors, have agreed to a non-gation provision that generally
prohibits such persons, for a three-year periasmframong other things, soliciting or attemptinchie employees of the Disposed
Companies or the Buyer or engaging in the busiopssated by the Disposed Companies within certaggaphic areas, subject to
certain limitations and exceptions.
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Indemnification

Pursuant to the Stock Purchase Agreement, PioreeerPand the Buyer have each agreed to indemnigyamother for any and all
liabilities, losses, damages, claims, demandss,saitions, judgments, fines, penalties, deficiesicawards, taxes, assessments, costs
or expenses (including reasonable attorney’s oerogimofessional fees and expenses) (“Losses”) tieguirom any inaccuracy or
breach of the respective party’s representatiodsvearranties or any breach or nonperformance ofdékpective party’s covenants
and agreements in the Stock Purchase Agreemetstr@lated ancillary agreements.

In addition, Pioneer Power has agreed to indenthi#&yBuyer and its affiliated parties for Lossealiasg from, among other things,

certain pre-closing tax matters, debt held by thep@sed Companies, transaction expenses, breadhe=spr@sentations and

warranties that are not covered by the Buyer'sasgmtation and warranty insurance because the Biageknowledge of such breach
(only to the extent such Losses would have beeerreavby the representation and warranty insuraadetliie Buyer not known of

such breach) (“Interim Breaches”), certain matteisted to Electrogroup’s operations, certain lggalceedings, certain matters
related to Nexus Custom Magnetics, L.L.C., a whollyned subsidiary of Jefferson, and certain mattenserning end-user software
utilized by the Disposed Companies.

The indemnification obligations of Pioneer Powethwiespect to Losses of the Buyer resulting froacauracies or breaches of the
Company’s representations and warranties, excepbrizaches of certain fundamental warranties, dadffraud and breaches of
representations, warranties or covenants relatingaxes, and claims for certain specific indemsijtiare subject to (i) a true
deductible equal to $330,000, (ii) a cap equal38(000, and (iii) a per-claim threshold amount66,000, and any such Losses
shall be satisfied solely through a set-off to fitet Seller Note with the principal amount of $3n3illion. In addition, the
indemnification rights of the Buyer with respectibberim Breaches are subject to a cap equal 1 ®flion, and the indemnification
rights of the Buyer with respect to Losses resglfiom certain legal matters are subject to a tieductible equal to $150,000 and a
cap equal to $3.3 million.

The indemnification obligations of the Buyer, excegth respect to breaches of certain fundamemptasentations and warranties
and claims of fraud, are subject to a true dedlectigual to $330,000 and a cap equal to $3.3 millio addition, each party’s total
indemnification obligation is subject to a cap ddoahe purchase price, except for claims of fraud

The Buyer has obtained a customary representatidrmarranty insurance policy insuring the Buyeriagfalosses resulting from a
breach of representations and warranties by PioResver and the Disposed Companies, and the Buyeedsired to use
commercially reasonable efforts to utilize the es@ntation and warranty insurance to cover anydsosssulting from such a breach.

Other Provisions

The Stock Purchase Agreement also contains cusyoneresentations and warranties, and provisiongeming certain other
matters between the parties.

Operating results of the liquid-filled and dry-typansformer manufacturing businesses previoustiuded in the T&D Solutions
segment, have now been reclassified as discontioperhtions for all periods presented.
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The components of assets and liabilities that @iribbatable to discontinued operations are as ¥aldin thousands):

December 31, December 31,
2019 2018
Assets of discontinued operations:

Accounts receivable - trade, net $ = $ 12,944
Inventories, net - 23,632
Income taxes receivable - 566
Prepaid expenses - 514
Property, plant and equipment, net - 4,406
Right of use asset - 2,124
Deferred income taxes - 134
Intangible assets, net - 3,460
Goodwill - 5,557

Assets of discontinued operations $ - $ 53,337

Liabilities of discontinued operations:

Bank overdrafts $ = $ 1,690
Accounts payable and accrued liabilities - 18,894
Income taxes payable - 778
Pension deficit - 148
Other long-term liabilities - 2,187

Liabilities of discontinued operations $ - $ 23,697

During the quarter ended June 30, 2019 the CompdRgynosa Facility was damaged by a flood resultirdamages to inventory.
This loss has been partially offset by $2.4 millmfrinsurance proceeds that the Company expectctive. The Company received
$600 of these insurance proceeds during the yed@de®ecember 31, 2019, and $1.4 million of thesairence proceeds were
received subsequent to year-end. While the netdosaventory damaged amounting to approximateB2¥ias been reflected within
the Cost of goods sold in discontinued operatitims,corresponding insurance receivable of $1.8anilhas been recognized as an
asset from continuing operations as of DecembeB319. The amount of damaged inventory and insergnaceeds are based upon
management’s best estimate, and the actual amédantaged inventory and insurance proceeds magrdifim such estimates.

During the year ended December 31, 2019, the Coyngatermined that there was substantial doubt ouerability to collect $2.3
million due from our former Asian manufacturing er as the Company no longer retains a relatipnsfth this entity subsequent
to the sale of the Transformer business. WhileGbepany will continue to pursue collection of threcunt, based upon discussions
with the supplier during the year ended DecembeRB19, the recognition of a reserve was deemerbpppte.

The following table presents the discontinued ojpena of the liquid-filled and dry-type transformmanufacturing businesses in the
Consolidated Statement of Operations (in thousands)

Year Ended December 31,

2019 2018
Revenues $ 46,631 $ 86,263
Costs and Expenses
Cost of goods sold 39,915 68,906
Selling, general and administrative 9,207 10,445
Foreign exchange gain (834) (337)
Interest expense 653 1,745
Other expense 41 760
Total costs and expenses 48,982 81,519
Gain on sale of discontinued subsidiaries 13,686 -
Income before provision for income taxes 11,335 4,744
Income tax expense 737 1,099
Income from discontinued operations, net of incaaxes $ 10,598 $ 3,645
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Depreciation, capital expenditures, and significaoh cash items of the discontinued operations dxyod were as follows (in
thousands):

Year Ended December 31,

2019 2018
Depreciation and amortization $ 756 $ 1,207
Capital expenditures 117 432
Write-off of receivables 2,876 -

8. INVENTORIES
The components of inventories are summarized below:

December 31,

2019 2018
Raw materials $ 2,309 $ 2,049
Work in process 2,628 1,949
Finished goods 46 46
Provision for excess and obsolete inventory (429) (366)
Total inventories $ 4,554 $ 3,678

Inventories are stated at the lower of cost or tarealizable value determined on a FIFO methodlubted in work in process at
December 31, 2019 and December 31, 2018 are goddansit of approximately $0 and $120, respedtivAlso included in work in
process at December 31, 2019 and December 31,i2Gl8&et realizable value reserve of approximasdl¥8 and $0, respectively.
The net realizable value adjustment of $418 wasgeized through cost of goods sold of the T&D Sohd& segment during the year
ended December 31, 2019.

9. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are summarized below:
December 31,

2019 2018

Machinery and equipment $ 1,225 $ 1,219
Furniture and fixtures 205 205
Computer hardware and software 682 682
Leasehold improvements 337 312
2,449 2,418

Less: Accumulated depreciation (1,809) (1,540)
Total property, plant and equipment, net $ 640 $ 878

Depreciation expense was $269 and $352 for thegended December 31, 2019 and 2018, respectively.
10. OTHER ASSETS

Included in other assets at December 31, 2019 auwémber 31, 2018 are right-of-use assets, netl.&f @illion and $2.2 million,
respectively, related to our lease obligations.

In December 2011 and January 2012, the Company mexgecured loans, each in the amount of $300d&valoper of a renewable
energy project in the U.S, secured by assets odi¢heloper. The promissory notes accrue interestrate of 4.5% per annum with a
final payment of all unpaid principal and interéstcoming fully due and payable upon the earliendour of (i) the four year
anniversary of the issuance date of the promiseotgs, or (ii) an event of default. As defined lie fpromissory notes, an event of
default includes, but is not limited to, the follmg: any bankruptcy, reorganization or similar @eding involving the borrower, a
sale or transfer of substantially all the assetshefborrower, a default by the borrower relatingaty indebtedness due to third
parties, the incurrence of additional indebtedrmsthe borrower without the Company’s written cartsend failure of the borrower
to perform its obligations pursuant to its otheresgnents with the Company, including its purchaskerfor pad mount transformers.
The Company has determined that the probabilieobvering the secured loans is unlikely, and haten-off the balance of $600
during the year ended December 31, 2019.
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As a result of the Company entering into the StdBakchase Agreement on June 28, 2019, as amendebldse 3 — Divestitures), we
have received two subordinated promissory notebénaggregate principal amount of $7.5 million, jeabto certain adjustments.
The subordinated promissory notes accrue inteadstsrate of 4.0% per annum with a final paymenalbfunpaid principal and
interest becoming fully due and payable at Decer8tie2022. The Company determined the fair valuth@fotes based on market
conditions and prevailing interest rates. During fiburth quarter of 2019, the Company and the Byyarsuant to the Stock Purchase
Agreement, completed the net working capital adpesit, which resulted in the Company paying the B®e7 million in cash and
reducing the principal amount of the $5.0 milliogll&r Note to $3.3 million. The Company has revdltige notes for an appropriate
imputed interest rate, resulting in a reductiorthe value of the notes at December 31, 2019 of $&51a carrying value of $5.1
million.

Other assets are summarized below:

December 31,

2019 2018
Right of use assets $ 1,806 $ 2,207
Notes receivable, net 5,096 865
CleanSpark warrants 531 -
Deposits 32 26
Other assets $ 7,465 $ 3,098

11. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill is tested at the reporting unit level aallyiand if necessary, whenever events or changesdumstances indicate that the
carrying amount may not be recoverable.

In 2018, the Company determined certain definitediintangible assets within the switchgear repgrtinit had carrying values that
exceeded its fair value. As a result, the Compawpnded impairment charges of $870, $377 and $y@thst technology-related
industry accreditation, customer relationships aoth-complete agreements, respectively. During 2@&8, Company recorded
impairment charges of $83 against internally depetbsoftware during 2019 in its Critical Power segin

Prior to 2017, the Company tested goodwill for imm&nt using a quantitative analysis consisting a@fvo-step approach. The first
step of our quantitative analysis consisted of mmarison of the carrying value of our reportingtsiincluding goodwill, to the
estimated fair value of our reporting units usindiscounted cash flow methodology. If step oneltesn the carrying value of the
reporting unit exceeding the fair value of suchoréipg unit, we would then proceed to step two Wwhiguld require us to calculate
the amount of impairment loss, if any, that we wlotdcord for such reporting unit. In the fourth gaa of 2017 the Company
adopted ASU No. 2017-04, “Simplifying the Test @oodwill Impairment” and eliminated Step 2 from t@odwill impairment test.

The goodwill impairment test was performed as ofober 1, 2019 and involves significant estimatdse Tompany recorded an
impairment charge of $3.0 million to the remainiggodwill at the TESI business unit in 2019, basegart by the loss of the
Verizon agreement, which is recorded in continuapgrations within selling, general, and administeaexpense. The Company
recorded no impairment to goodwill during the yeaded December 31, 2018.
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Changes in the carrying amount of goodwill by réglole segment during the years ended December @8 and 2018 are as
follows:

Critical
Power Total
Segment Goodwill
Gross Goodwill:

Balance as of January 1, 2018 $ 2,969 $ 2,969
No activity - -
Balance as of December 31, 2018 $ 2,969 $ 2,969

Accumulated impairment losses:

Balance as of January 1, 2018 $ - $ -
Impairment charges - -

Balance as of December 31, 2018 $ - $ -
Net Goodwiill $ 2,969 $ 2,969
Gross Goodwill:

Balance as of January 1, 2019 $ 2,969 $ 2,969
No activity - -
Balance as of December 31, 2019 $ 2,969 $ 2,969

Accumulated impairment losses:

Balance as of January 1, 2019 $ = $ =
Impairment charges (2,969) (2,969)

Balance as of December 31, 2019 $ (2,969) $ (2,969)
Net Goodwiill $ - $ =

Changes in intangible asset balances for the wratsd December 31, 2019 and 2018 consisted obllogving:

Critical Power Total
Solutions Intangible
Segment Assets
Balance as of January 1, 2018 $ 1,245 $ 1,245
Amortization (1,121) (1,121)
Foreign currency translation - -
Balance as of December 31, 2018 $ 124 $ 124
Amortization (41) (41)
Impairment charges (83) (83)
Foreign currency translation - -
Balance as of December 31, 2019 $ - $ -

The components of intangible assets at Decembe2@®B are summarized below:

Weighted
Average Gross Foreign
Amortization Carrying Accumulated Impairment Currency Net Book
Years Amount Amortization Charges Translation Value
Internally developed software 7 289 (206) (83) - -
Total intangible assets $ 289 $ (206) $ 83) $ - $ -

(a) During 2019, the Company recorded impairment chatgeinternally developed software intangible asxfethe Critical
Power business upon determining that the carryalgevof these assets was not recoverable.

The components of intangible assets at Decembe&2@®B are summarized below:
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Weighted

Average Gross Foreign
Amortization Carrying Accumulated Impairment Currency Net Book
Years Amount Amortization Charges Translation Value
Customer relationships 7 (b) $ 7,202 $ (6,175) $ 377) $ > $ 650
Non-compete agreements 4 (b) 705 (587) (103) - 15
Trademarks Indefinite 1,816 - - - 1,816
Internally developed software 7 289 (165) - - 124
Developed technology 10 492 (297) - - 295
Technology-related industry accreditations Indedirit) 1,576 - (870) (22) 684
Total intangible assets $ 12,080 $ (7,124) $ (1,350) $ 22) $ 3,584

(b) During 2018, the Company recorded impairment clwarge customer relationships, non-compete agreements
technology-related industry accreditations intateggissets of the switchgear business upon detergnithiat the carrying
value of these assets was not recoverable.

12. DEBT
Canadian Credit Facilities

In April 2016, our wholly owned subsidiary, Pioneelectrogroup Canada Inc., entered into an Amenraledl Restated Credit
Agreement (“CAD ARCA”") with Bank of Montreal (“BMQ"with respect to our existing Canadian creditlftes (as amended and
restated, the “Canadian Facilities”) that replased superseded all of our businesses’ prior fimaneirrangements with the bank.
This CAD ARCA extended the maturity date of our &dian Facilities to July 31, 2017. The CAD ARCA wagher amended (the
“2017 CAD ARCA Amendment”) on March 15, 2017, arghi on March 28, 2018 (the “2018 CAD ARCA AmendmigenThe
2018 CAD ARCA Amendment extended the term of oun&han Facilities to April 1, 2020. On August 8,120 BMO agreed to a
temporary borrowing base increase until the eadfahe (i) closing of the Equity Transaction amgayment in full of all amounts
owned under the Canadian Facilities and the U.8lifi@s, and (ii) August 31, 2019.

Our Canadian Facilities provided for up to $8.2lioml Canadian dollars (“CAD”) (approximately $6.3lliion expressed in U.S.
dollars) consisting of a revolving $7.0 million CABvolving credit facility (“Facility A”) to finane ongoing operations, a $471 CAD
term credit facility (“Facility B”) that financed plant expansion, and a $712 USD Facility (“Fagil@”) that financed a business
acquisition and the purchase and expansion of désufacturing facilities. The 2017 CAD ARCA Amendrhémcreased the Facility
A to $8.0 million CAD, increasing the total amowftloans available under the Canadian Facilitie$3@® million CAD. We made
the final principal payment under Facility B on A@0, 2018, and the outstanding principal balanoder Facility C with proceeds
received from the sale of the Farnham, Quebec, dzarauilding in December 2018. All outstanding amtswinder Facility A were
paid in full on August 16, 2019, using proceed#fitie Equity Transaction, and the underlying degjot@ments were terminated.

United States Credit Facilities

In April 2016, we entered into an Amended and Redt&redit Agreement (“US ARCA”) with BMO with respt to our existing
U.S. facilities that replaced and superseded alloof businesses’ prior financing arrangements wita bank (the “U.S.
Facilities”).The US ARCA was further amended (tf2917 US ARCA Amendment”) on March 15, 2017, andiragen March 28,
2018 (the “2018 US ARCA Amendment”). The 2018 US@RAmendment extended the term of our US FacilitiieApril 1, 2020.

Our U.S. Facilities, as amended and restated, gedvior up to $19.1 million USD consisting of a $l4nillion USD demand
revolving credit facility (“USD Facility A”) to fimnce ongoing operations, a $5.0 million USD teranldacility (“USD Facility B")
that financed the acquisition of Titan, and a né@@revolving credit facility provided pursuantdadviasterCard is to be used to pay
for and temporarily finance our day-to-day businesggenses and for no other purpose. The 2017 USAAR@endment increased
the USD Facility A to $15.0 million, increasing thetal amount of loans available under the U.Silias to $20.1 million USD. All
outstanding amounts under USD Facilities A and Bewsid in full on August 16, 2019, using proce&dm the Equity Transaction,
and the underlying debt agreements were terminated.

13. COMMITMENTS AND CONTINGENCIES

Leases

The company leases certain offices, facilities agdipment under operating and financing leasesléases have remaining terms of
1 year to 7 years some of which contain optionextend up to 10 years. As of December 31, 20192818, assets recorded under

finance leases were $1,253 and $864, respectigaly accumulated amortization associated with fiedeases was $571 and $343,
respectively.
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The components of the lease expense were as follows

For the Year Ended
December 31,

2019 2018
Operating lease cost $ 677 $ 592
Finance lease cost
Amortization of right-of-use asset $ 284 $ 187
Interest on lease liabilities 53 40
Total finance lease cost $ 337 $ 227

Other information related to leases was as follows:

Supplemental Cash Flows Information

December 31,

2019 2018

Cash paid for amounts included in the measurenfdagtee liabilities

Operating cash flows from operating leases $ 664% 598

Operating cash flows from finance leases 53 40

Financing cash flows from finance leases 281 170
Right-of-use assets obtained in exchange for lebkgations:

Operating leases 599 515

Finance leases 62 54

Weighted Average Remaining Lease Term

December 31,

2019 2018
Operating leases 2 years 3 years
Finance leases 2 years 2 years

Weighted Average Discount Rate

December 31,

2019 2018
Operating leases 5.50% 5.50%
Finance leases 6.90% 6.50%

Future minimum lease payments under non-cancellabkes as of December 31, 2019 were as follows:

Operating Finance

Leases Leases
2020 677 281
2021 401 330
2022 91 140
2023 - 124
Total future minmum lease payments 1,169 875
Less imputed interest (62) (93)
Total future minmum lease payments $ 1,107 % 782

Reported as of December 31, 2019:
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Operating Finance

Leases Leases
Accounts payable and accrued liabilities $ 632 $ 236
Other long-term liabilities 475 546
Total $ 1,107 $ 782

Litigation and Claims

The Company is from time to time party to varioawsuits, claims and other proceedings that arighdnordinary course of our
business.

On January 11, 2016, Myers Power Products, Inspegialty electrical products manufacturer, filedt svith the Superior Court of
the State of California, County of Los Angeles, ingaus, PCEP and two PCEP employees who are foem@toyees of Myers
Power Products, Inc., Geo Murickan, the presidé@EP (“Murickan”), and Brett DeChellis (“DeChall), alleging, among other
things, that Murickan wrongly used and retainedficemtial business information of Myers Power Pratdulnc. for the benefit of us
and PCEP, in breach of their confidentiality agreatrand/or employment agreement entered into wigkrslPower Products, Inc.,
and that we and PCEP knowingly received and usell sanfidential business information. Myers PowesdRcts, Inc. is seeking
injunctive relief enjoining us, PCEP and our empley from using its confidential business informatmd compensatory damages
of an unspecified unlimited amount (exceeding $28)0 however, the Company has recognized approgisn&l.2 million for
expected costs related to this litigation. On Mat&) 2016, we filed an answer to the complaint,ydengenerally each and every
allegation and relief sought by Myers Power Prosluic. and seeking dismissal based on, among dihmgs, failure to state facts
sufficient to constitute a cause of action. Wendtéo contest the matter vigorously. Due to theedtainties of litigation, however,
we can give no assurance that we, PCEP and ouiogegd will prevail on any claims made against @& P and our employees in
any such lawsuit. As of the filing of this repdtijs action is scheduled for trial in the secondrtgr of 2020. Also, we can give no
assurance that any other lawsuits or claims broungttite future will not have an adverse effect on financial condition, liquidity or
operating results. We cannot execute the sale &FP@til the lawsuit has been resolved.

On October 4, 2019, the dividend that was payablthe Company was enjoined by court order of thpeSor Court of California

related to the foregoing case. The Company conginoecontest the order. As of the date of thisdilithis court order remains in
place. On October 16, 2019, Myers Power Products,flled an ex parte application arguing the Comyplaad violated, or intended
to violate the modified preliminary injunction asdught order from the court for the Company to postond in an amount of
$20,000 or more. The court has not taken any adothis request and the Company intends to vigdyodefend its rights in the
event the order is granted.

There are also two appeals pending in the Calido@ourt of Appeals for the Second Appellate Distrehich includes an appeal of
an order modifying a previously issued preliminamjunction and an order enjoining us to obtain aodt a $12 million bond in
connection with the modified preliminary injunctidbue to the uncertainties of litigation, the Compaan give no assurance that it
will prevail on the appeals. These appeals aresatlyr scheduled to be heard later in calendar 262d., after the underlying case is
likely to be heard and decided.

With respect to all such lawsuits, claims and pedldegs, the Company records a reserve when ibisgie that a liability has been
incurred and the amount of loss can be reasonatimated. However, the outcomes of any currentlydpey lawsuits, claims and
proceedings cannot be predicted, and thereforeg ttam be no assurance that this will be the case.

14. STOCKHOLDERS' EQUITY

Common Stock

The Company had 8,726,045 shares of common stdzk0$ par value per share, outstanding as of DeeerBb, 2019 and
December 31, 2018.

Preferred Stock

The board of directors is authorized, subject tplanitations prescribed by law, without furthertecor action by the shareholders, to
issue from time to time up to 5,000,000 sharesrefeored stock, $0.001 par value, in one or morgeseEach such series of
preferred stock shall have such number of sharesigdations, preferences, voting powers, qualificat and special or relative
rights or privileges as shall be determined bykbard of directors, which may include, among othdigdend rights, voting rights,
liquidation preferences, conversion rights and pygtéve rights.

54



15. STOCK-BASED COMPENSATION

On December 2, 2009, the Company adopted the 2608yHncentive Plan (the “2009 Plan”) for the pase of issuing incentive
stock options intended to qualify under Section 42#he Internal Revenue Code of 1986, as amemmuqualified stock options,
restricted stock, stock appreciation rights, peni@ance unit awards and stock bonus awards to enmgdpylrectors, consultants and
other service providers. A total of 320,000 sharesommon stock are reserved for issuance unde2@@ Plan. Options may be
granted under the 2009 Plan on terms and at paiseetermined by the board of directors or by tha pdministrators appointed by
the board of directors.

On May 11, 2011, the board of directors of the Canypadopted the Pioneer Power Solutions, Inc. 2@t-Term Incentive Plan
(the “2011 Plan”) which was subsequently approvedtbckholders of the Company on May 31, 2011. Zb#l Plan replaces and
supersedes the 2009 Plan. The Company’s outsigetdis and employees, including the Company’s jpalcexecutive officer,
principal financial officer and other named exeeaitofficers, and certain contractors are all elgito participate in the 2011 Plan.
The 2011 Plan allows for the granting of incensteck options, nonqualified stock options, stocRrapiation rights, restricted stock,
restricted stock units, performance awards, divdemuivalent rights, and other awards, which may gbented singly, in
combination, or in tandem, and upon such termsraslatermined by the Board or a committee of tharBdhat is designated to
administer the Plan. Subject to certain adjustmehts maximum number of shares of the Company’snsomstock that may be
delivered pursuant to awards under the 2011 PlafO@000 shares. As of December 31, 2019, 379,88k ©ptions had been
granted and are considered outstanding, consisfigfj,000 incentive stock options and 358,800 noalified stock options.

Expense for stock-based compensation recordedhéoyears ended December 31, 2019 and 2018 wasxapptely $12 and $165,
respectively. All of the stock-based compensatiapeease is included in selling, general and adnmatise expenses in the

accompanying consolidated statements of operatid@f December 31, 2019, the Company had totalksbased compensation
expense remaining to be recognized of approxim&ealy

The fair value of the stock options granted wassuead using the Black-Scholes valuation model ighfollowing assumptions:

Year Ended December 31,

2019 2018
Expected volatility - 29%
Expected life in years - 55
Risk-free interest rate - 3%
Dividend yield - 0%

A summary of stock option activity for the yearsdled December 31, 2019 and 2018, and changes dinéngears then ended is
presented below:

Weighted
average
remaining
Stock Weighted average contractual Aggregate
Options exercise price term intrinsic value
Outstanding as of January 1, 2018 435,800 $ 8.35 750 $ 216
Granted 7,000 5.60 - -
Exercised - -
Forfeited (18,000) 8.54 -
Outstanding as of January 1, 2019 424,800 $ 8.30 650 $ 22
Granted - -
Exercised - -
Forfeited (45,000) 14.75
Outstanding as of December 31, 2019 379,800% 7.54 6.10 $ =
Exercisable as of December 31, 2019 376,467% 7.54 6.10 $ -

The total number of shares reserved for the pl&i®@&000 leaving a balance of 293,867 availabléuture grants.
Intrinsic value is the difference between the manaue of the stock at December 31, 2019 and ttexcese price which is

aggregated for all options outstanding and exdslésadA summary of the weighted-average grant-datevalue of options, total
intrinsic value of options exercised, and cashiptgsdrom options exercised is shown below:
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Year Ended December 31,

2019 2018
Weighted-average fair value of options granted gbere) $ = $ 1.81
Intrinsic value gain of options exercised - -
Cash receipts from exercise of options - -

16. INCOME TAXES
The components of loss before income taxes are suinga below:

Year Ended Decmber 31,

2019 2018
Loss before income taxes
U.S. operations $ (10,759) $ (10,105)
Loss before income taxes $ (10,759) $ (10,105)

The components of the income tax provision werlews:

Year Ended Decmber 31,

2019 2018
Current
Federal $ - $ -
State 31 58
Deferred 1,247 (854)
Total income tax provision $ 1,278 $ (796)

A reconciliation from the statutory U.S. income tate and the Company's effective income tax emte&omputed on loss before
taxes, is as follows:

Year Ended Decmber 31,

2019 2018
Federal Income tax at statutory rate $ (2,259) $ (2,123)
State and local income tax, net (452) (424)
Other permanent items 54 (110)
Valuation allowance 3,859 1,568
True-up and other 76 293
Total $ 1,278 $ (796)

The Company’s provision for income taxes reflecteffective tax rate on loss before income taxe@d ©f9)% in 2019, as compared
to 7.9% in 2018. The increase in the Company’'scéffe tax rate during 2019 primarily reflects thapiact of the sale of its
transformers business, the recognition of a vaduadilowance and the utilization of its net opemgtiosses.

The net deferred income tax asset was compristtedbllowing:

December 31,

2019 2018
Noncurrent deferred income taxes
Total assets $ 844 $ 2,837
Total liabilities (844) (1,592)
Net noncurrent deferred income tax asset - 1,245
Net deferred income tax asset $ = $ 1,245
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The tax effect of temporary differences between ®Ag#ccounting and federal income tax accountingtiogaeferred income tax
assets and liabilities were as follows:

December 31,

2019 2018
Deferred tax assets
U.S. net operating loss carry forward $ S $ 662
Non-deductible reserves 1,785 1,628
Tax credits 4,631 4,631
Intangibles 2,189 1,634
Other - 442
Valuation allowance (7,761) (6,160)
Net deferred tax assets 844 2,837
Deferred tax liabilities
Fixed assets (64) (313)
Intangibles - (723)
Other (780) (556)
Net deferred tax liabilities (844) (1,592)
Deferred asset, net $ - $ 1,245

The assessment of the amount of value assignedr tdederred tax assets under the applicable acoguntles is judgmental. We are
required to consider all available positive andateg evidence in evaluating the likelihood thatwi# be able to realize the benefit
of our deferred tax assets in the future. SucHemde includes scheduled reversals of deferretiataikties, projected future taxable
income, tax planning strategies and the resultsoént operations. Since this evaluation requitesideration of events that may
occur some years into the future, there is an ektroEjudgment involved. Realization of our defefrex assets is dependent on
generating sufficient taxable income in future pdsi. We do not believe that it is more likely thraot that future taxable income will
be sufficient to allow us to recover any of theuweaassigned to our deferred tax assets. Accordimgiyhave provided for a valuation
allowance of the Company's foreign tax credits asdw not anticipate generating sufficient foreigurse income. In addition, we
have provided for a full valuation allowance on thmmestic deferred tax assets as the combinedt effdature domestic source
income and the future reversals of future tax assed liabilities will likely be insufficient to edize the full benefits of the assets.

As of December 31, 2019, the Company has no netatipg loss carryforward. The company has approtetpab4.6 million of
foreign tax credits for which it has provided al fusluation allowance and $39 of research and @gweént credits which expire in
2032.

A reconciliation of the beginning and ending amoahgross unrecognized tax benefits, exclusiventdérest and penalties, is as
follows:

Uncertain Tax

Position
Balance as of January 1, 2018 $ 218
Increases due to changes in foreign exchange 224
Balance as of December 31, 2018 $ 442
Decreases related to tax returns becoming stalbatedd during the year -
Balance as of December 31, 2019 $ 442

The Company’s policy is to recognize interest aadaities related to income tax matters as intengstnse. Interest and penalties as
they relate to the payroll tax issue are recordedther expense.

Management believes that an adequate provisiobé®s made for any adjustments that may result feocrexaminations. However,

the outcome of tax audits cannot be predicted wdtainty. If any issues addressed in the CompataxXsaudits are resolved in a
manner not consistent with management’s expecttibe Company could be required to adjust its ipron for income taxes in the

period such resolution occurs. Although timing loé resolution and/or closure of audits is highlgentain, the Company does not
believe it is reasonably possible that its unrecaghtax benefits would materially change in theteelve months.

The tax years subject to examination by major taisgliction include the years 2013 and forward bg t.S. Internal Revenue
Service and most state jurisdictions, and the y2atg and forward for the Canadian jurisdiction.
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17. BUSINESS SEGMENT, GEOGRAPHIC AND CUSTOMER INFORMATION

The Company follows ASC 280 - Segment Reportingétermining its reportable segments. The Compamgidered the way its
management team, most notably its chief operatiagistbn maker, makes operating decisions and assgsxformance and
considered which components of the Company’'s ernigerfhave discrete financial information availal#ie.the Company makes
decisions using a manufactured products vs. dig&t products and services group focus, its armhesulted in two reportable
segments: T&D Solutions and Critical Power. Theti€al Power reportable segment is the Company’anTEnergy Systems Inc.
business unit. The T&D Solutions reportable segniem@n aggregation of all other Company subsidsariegether with sales and
expenses attributable to strategic sales groujsfdi&D Solutions marketing activities.

The T&D Solutions segment is involved in the desigranufacture and distribution of switchgear useoharily by large industrial
and commercial operations to manage their elettgoaver distribution needs. The Critical Power seginprovides aftermarket
field-services primarily to help customers ensumeath, uninterrupted power to operations duringe8rof emergency.

The following tables present information about seghincome and loss:

For the Year Ended
December 31,

2019 2018
Revenues
T&D Solutions

Switchgear $ 8,985 $ 8,747
$ 8,985 $ 8,747

Critical Power Solutions
Equipment 1,416 1,580
Service 10,181 9,800
11,597 11,380
Consolidated $ 20,582 $ 20,127

For the Year Ended
December 31,

2019 2018
Depreciation and Amortization
T&D Solutions $ 144 $ 318
Critical Power Solutions 162 1,718
Unallocated Corporate Overhead Expenses 48 62
Consolidated $ 354 $ 2,098

For the Year Ended
December 31,

2019 2018
Operating Loss
T&D Solutions $ (3,143) $ (4,093)
Critical Power Solutions (3,581) (1,326)
Unallocated Corporate Overhead Expenses (5,029) (3,706)
Consolidated $ (11,753) $ (9,125)
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The following table presents information which recites segment assets to consolidated total assets:

December 31,

2019 2018
Assets
T&D Solutions $ 6,075 $ 6,024
Critical Power Solutions 4,849 7,745
Corporate 17,147 5,335
Consolidated $ 28,071 $ 19,104

Corporate assets consist primarily of cash andt $éiom investment.
Revenues are attributable to countries based olot¢htion of the Company's customers:

For the Year Ended
December 31,

2019 2018
Revenues
United States $ 20,582 $ 20,127
Total $ 20,582 $ 20,127

Sales to CleanSpark, Verizon and Fluid Technologiesounted for approximately 18%, 13% and 12%, eetsely, of the
Company’s total sales in 2019.

The distribution of the Company’s property, plard equipment by geographic location is approxitpate follows:

December 31,

2019 2018
Property, plant and equipment
United States $ 640 $ 878
Total $ 640 $ 878
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18. BASIC AND DILUTED LOSS PER COMMON SHARE

Basic and diluted loss per common share is caledlatsed on the weighted average number of shatgsuading during the period.

The Company’s employee and director stock optioardg; as well as incremental shares issuable upsngise of warrants, are not
considered in the calculations if th#ect would be anti-dilutive. The following table setsth the computation of basic and diluted
loss per share (in thousands, except per sharg data

For the Year Ended
December 31,

2019 2018
Numerator:
Net loss $ (12,037) $ (9,309)
Income from discontinued operations, net of inceaaxes 10,598 3,645
Net loss $ (1,439) $ (5,664)
Denominator:
Weighted average basic shares outstanding 8,726 8,726
Denominator for diluted net income per common share 8,726 8,726
Loss per share:
Basic
Loss from continuing operations $ (1.38) % (1.07)
Income from discontinued operations 1.21 0.42
Net loss $ 0.17) $ (0.65)
Diluted
Loss from continuing operations $ (1.38) % (1.07)
Income from discontinued operations 1.21 0.42
Net loss $ 0.17) $ (0.65)

19. SUBSEQUENT EVENTS

During the quarter ending March 31, 2020, the Campaas notified by Verizon that it will not be remiag its contract with the
Company for the period of April 1, 2020 through @81, 2021.

During the quarter ending March 31, 2020, the Camgpaceived $1.4 million of the insurance procedds from the June 2019
flood at the Company’s facility in Reynosa, Mexico.

On January 30, 2020, the World Health OrganizaffddHO”) announced a global health emergency becaiise new strain of
coronavirus originating in Wuhan, China (the “COVID outbreak”) and the risks to the internatior@hmunity as the virus spreads
globally beyond its point of origin. In March 202he WHO classified the COVID-19 outbreak as a gamd, based on the rapid
increase in exposure globally.

The full impact of the COVID-19 outbreak continuesevolve as the date of this report. As suchsiumcertain as to the full
magnitude that the pandemic will have on the Comjsafinancial condition, liquidity, and future rdssiof operations. Management
is actively monitoring the global situation on fisancial condition, liquidity, operations, suppbe industry, and workforce. Given
the daily evolution of the COVID-19 outbreak ane thiobal responses to curb its spread, the Comjzangt able to estimate the
effects of the COVID-19 outbreak at this time, hewif the pandemic continues it may have an advefect on the Company’s
results of operations, financial condition, or lidjty for fiscal year 2020..
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

Not applicable.
ITEM 9A. CONTROLS AND PROCEDURES.
Management’s Conclusions Regarding Effectiveness Biisclosure Controls and Procedures

We conducted an evaluation of the effectivenessunfdisclosure controls and procedures” (“Disci@sControls”), as defined by
Rules 13a-15(e) and 15d-15(e) of the Exchangeaisctf December 31, 2019, the end of the periodredvigy this Annual Report on
Form 10-K. The Disclosure Controls evaluation wamel in conjunction with an independent consultimghfand under the
supervision and with the participation of managetmarcluding our chief executive officer and chifafancial officer. There are
inherent limitations to the effectiveness of angteyn of disclosure controls and procedures. Asaifdmber 31, 2019, based on the
evaluation of these disclosure controls and proesdaur chief executive officer and chief finanaéficer have concluded that our
disclosure controls and procedures were effectitkeareasonable assurance level.

Management's Report on Internal Control over Finangal Reporting

Management is responsible for establishing and tai@img adequate internal control over financiabaging, as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange @ar internal control over financial reportingdesigned to provide reasonable
assurance regarding the reliability of financigloging and the preparation of financial statemdatsexternal reporting purposes in
accordance with generally accepted accounting iples

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détmisstatements. Also, projections
of any evaluation of effectiveness of internal cohover financial reporting to future periods ateject to the risk that controls may
become inadequate because of changes in conddiahst the degree of compliance with the policieprocedures may deteriorate
over time.

Prior to the year ended December 31, 2019, our ga@anant had identified control deficiencies whichstituted a material weakness
in our internal control over financial reporting aMagement has taken steps to strengthen our ihtemmizol over financial reporting.
Specifically, we have implemented the following estiation items:

* We have executed a plan that provided for the fewent of new senior personnel at our reporting lagations, as well as
additional training for existing accounting staffiarelates to our financial reporting requirensent

* Members of management and the accounting staff heweived additional training related to policigspcedures and
internal controls, including Pioneer’s policies aedjng monthly reconciliations and supervisory eswviprocedures for all
significant accounts.

e Our corporate accounting group, assisted by anpinigent consulting firm that has been engaged,réndswed and
assessed progress on the remediation plan notee.abo

Management, including our chief executive officadaur chief financial officer, assessed the effectess of our internal control
over financial reporting as of December 31, 20h9nbking this assessment, management used theecsié forth by the Committee
of Sponsoring Organizations of the Treadway Comimiss Internal Control — Integrated Framework (2018) our assessment of

the effectiveness of internal control over finahe&porting as of December 31, 2019, we determited our internal control over
financial reporting of the December 31, 2019, feaive.

This annual report does not include an attestatggort of our registered public accounting firm aedjng internal control over
financial reporting, as permitted by the ruleshaf SEC.

Changes in Internal Control over Financial Reportirg

Other than the changes discussed above in the tatioeditems, there has been no change in ourraterontrol over financial
reporting during the quarter ended December 319 204t materially affected, or is reasonably likelymaterially affect, our internal
control over financial reporting.

ITEM 9B. OTHER INFORMATION.

None.
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PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE
Executive Officers and Directors

The following table sets forth the name, age arsitipms of our executive officers and the membdrsup board of directors:

Name Age Position with the Company

Nathan J. Mazure 58 President, Chief Executive Officer and ChairmathefBoard of Directors
Thomas Klink 57 Chief Financial Officer, Secretary, Treasurer arict€or

Yossi Cohn 41 Director

lan Ross 76 Director

David Tesler 46 Director

Jonathan Tulkoff 58 Director

The board of directors currently consists of sixmbers. Following the death of our former direct@gvid J. Landes, in
September 2019, in an effort to reduce costs, we datermined not to fill his position and insteaduced the size of the board to
six directors.

Our directors hold office until the earlier of thelieath, resignation or removal by stockholderardil their successors have
been qualified. Our directors serve a term of effic expire at the annual meeting of stockholde020. At each annual meeting of
stockholders, directors elected to succeed thosetdrs whose terms expire shall be elected ferra of office to expire at the next
annual meeting of stockholders after their electioith each director to hold office until his orrt&uccessor shall have been duly
elected and qualified.

Our officers hold office until the earlier of theiteath, resignation or removal by our board of does or until their
successors have been selected. They serve aetsupt of our board of directors.

Nathan J. Mazurek.Mr. Mazurek has served as our chief executiveceffipresident and chairman of the board of dirscto
since December 2, 2009. From December 2, 2009 ghréwgust 12, 2010, Mr. Mazurek also served ascbigf financial officer,
secretary and treasurer. Mr. Mazurek has over 2Bsyef experience in the electrical equipment aochponents industry. Mr.
Mazurek has served as the chief executive offipeesident, vice president, sales and marketing cdrairman of the board of
directors of Pioneer Transformers Ltd. since 1995. Mazurek has served as the president of AmeriCaauit Breaker Corp., a
former manufacturer and distributor of circuit btees, since 1988. From 1999 through 2017, Mr. Mekwserved as director of
Empire Resources, Inc., a distributor of semi-fieid aluminum and steel products. From 2002 thr@@gly, Mr. Mazurek served as
president of Aerovox, Inc., a manufacturer of Althftapacitors. Mr. Mazurek received his BA from Higg College in 1983 and his
JD from Georgetown University Law Center in 1986. Mazurek brings to the board extensive experiavitle our company and in
our industry. Since he is responsible for, and flamwith, our day-to-day operations and impleméotaof our strategy, his insights
into our performance and into the electrical eq@ptrand components industry are critical to bo@sdussions and to our success.

Thomas Klink. Mr. Klink has served as a director since April, 2010 and as our chief financial officer, secngtand
treasurer since January 7, 2016. Since 1996, hesdvagd in various positions at Jefferson Electimc,, including as its chief
executive officer, chief financial officer, vicegmident, treasurer, secretary and chairman of dlhedbof directors. Previously, from
1994 to 1996, Mr. Klink served as a division cofitnoat MagneTek, Inc., a company listed on NASDAEporting to the corporate
controller. Mr. Klink also previously served asa@ntroller for U.S. Music Corporation, a manufactuoé musical instruments from
1990 through 1994. Mr. Klink received his BBA in daunting from the University of Wisconsin — Milwaggk in 1984. Mr. Klink
brings extensive industry and leadership experi¢acgur board, including over 15 years of exper@eicthe electrical equipment
industry Mr. Klink continues to be the presidentJefferson Electric, which was sold as part ofHoglity Transaction during 2019.
Additionally, Mr. Klink is also employed by Pione&ransformers L.P. as their president and CFO.

Yossi Cohn Mr. Cohn has served as a director since Dece@p2009. Mr. Cohn founded L3C Capital Partners, |La@
investor in multi-family residential properties, dune 2009, and serves as a partner in the firm.Qdhn served as a director of
investor relations at IDT Corporation, a NYSE-lgstelecommunications company, from September 26@&igh May 2007. Prior to
joining IDT Corporation, Mr. Cohn was a director @search at SAGEN Asset Management, an asset sraohfunds of hedge
funds, from January 2005 through May 2005. Mr. Cblegan his career as an analyst in the funds-afsfunvestment group of
Millburn Ridgefield Corporation, where he workearin 2001 through January 2005. Our board believes@dhn’s background at
these and other companies, particularly in areasypital markets, financial, strategic and investmmeanagement experience, makes
him an effective member of our board.

lan Ross Mr. Ross has served as a director since Marct2@#]. In 2000, Mr. Ross co-founded and has sinbgedeas
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president of Omniverter Inc., a company speciafjzim electrical power quality solutions for induatrproducers and electrical
utilities in the U.S. and Canada. He has also seagethe president of KIR Resources Inc. and KlIRhfielogies Inc. since 1999,
companies engaged in management consulting anditeygoort activities in the electrical equipmendustry, respectively. Mr. Ross
previously held positions in Canada as vice presgiterhnology with Schneider Canada, a specialishiergy management, and vice
president of the distribution products busines&ederal Pioneer Ltd., now part of Schneider CanBdaviously, Mr. Ross held a
number of successive board level positions in Ul§imgering companies, culminating in five years amnaging director, Federal
Electric, Ltd., before moving to Canada in 1986he request of Federal Pioneer Ltd. He receivedlanin mechanical sciences
(electrical and mechanical engineering) from CaddiUniversity and subsequently qualified as amaatant ACMA. Our board
believes that Mr. Ross’ relationships and broadeerpce in the electrical transmission and distidsuequipment industry will assist
us in continuing to grow our business and realizngstrategic goals.

David Tesler Mr. Tesler has served as a director since Dece®p2009. Mr. Tesler is President of LeaseProbeC, L4
provider of lease abstracting services, since h@ded the company in 2004. In 2008, LeaseProbe, dtdiired Real Diligence,
LLC, a provider of financial due diligence servic8he combined company does business as Real Bikgand operates as an
integrated outsourced provider of legal and comrakdtie diligence services for the commercial esthte industry. Prior to 2004,
Mr. Tesler practiced law at Skadden Arps Slate Mea Flom LLP and at Jenkens & Gilchrist, Parkera@im LLP. Mr. Tesler
received his BA from Yeshiva College, an MA in m@dil history from Bernard Revel Graduate School @aid from Benjamin A.
Cardozo School of Law. Mr. Tesler brings extensegal, strategic and executive leadership expegi¢mour board.

Jonathan Tulkoff. Mr. Tulkoff has served as director since Decemhe2@®9. Mr. Tulkoff began his career as a currency
trader at Marc Rich & Co, he then joined Foresy @itterprises, a publicly traded real estate dgveént company, and was a VP in
the acquisition and development division. In 2008, Tulkoff founded Commodity Asset Management, industrial materials
investment fund. For the last twenty years, Mr.Kbéfl has been involved in trading, marketing andaficing of physical
commodities, with distinct expertise in ferrous aiet Mr. Tulkoff is Series 3 licensed. Our boardidv@s Mr. Tulkoff's extensive
strategic, international and executive leaderskjgesgence, particularly in commodity markets fortatgproducts which represent one
of the largest components of our company’s coshafiufacture, make him an effective member of oartboThe board of directors
regards all of the individuals above as competeofegsionals with many years of experience in th&r®ess community. The board
of directors believes that the overall experience lenowledge of the members of the board of dimscidll contribute to the overall
success of our business.

Family Relationships

There are no family relationships among any ofditgctors and executive officers. Messrs. Mazurek ldlink are parties to certain
agreements related to their service as executiieecs and directors described in the “Agreemerith ®xecutive Officers” section
of Item 11.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of413% amended, requires our directors and offi@rd, persons who own more
than ten percent of our common stock, to file vifth SEC initial reports of ownership and reportcladnges in ownership of our
common stock. Directors, officers and persons wiva more than ten percent of our common stock ageired by SEC regulations
to furnish us with copies of all Section 16(a) farthey file.

To our knowledge, based solely on a review of thgies of such reports furnished to us, during tbeaf year ended December 31,
2019, each of our directors, officers and gredtantten percent stockholders complied with all iBact6(a) filing requirements
applicable to our directors, officers and greatantten percent stockholders.

Board Committees

Our board of directors established an audit conemitin March 24, 2011, which has the compositionrasdonsibilities described
below. We do not have a standing nominating andarate governance committee or a compensation ctieani

Audit CommitteeThe audit committee consists of Messrs. CohnsRo&l Tulkoff, each of whom our board has deterditwebe
financially literate and qualify as an independdirector under Section 5605(a)(2) of the rules had Nasdaq Stock Market. In
addition, Mr. Ross is the chairman of the audit oottee and qualifies as a financial expert as a@efim Item 407(d)(5)(ii) of
Regulation S-K. The audit committee’s duties areemommend to our board of directors the engagewfendependent auditors to
audit our financial statements and to review owoaating and auditing principles. The audit comesittvill review the scope, timing
and fees for the annual audit and the results dit @&xaminations performed by internal auditors armttépendent public accountants,
including their recommendations to improve the eysbf accounting and internal controls. The audihmittee held a total of four
meetings during the fiscal year ended DecembeRB19. The audit committee operates under a forimaiter adopted by the board
of directors that governs its duties and conduopi€s of the charter can be obtained free of chgye the Company’s web site,
www.pioneerpowersolutions.com, by contacting thenBany by mail at the address appearing on thegage of this Annual Report
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on Form 10-K to the attention of Investor Relatiomsby telephone at (212) 867-0700.
Code of Business Conduct and Ethics

We have adopted a code of business conduct anth élfadt applies to our directors, officers, and leyges, including our principal
executive officer, principal financial officer angbrincipal accounting officer, which is posted on rowebsite at

www.pioneerpowersolutions.com. We intend to diselgure amendments to certain provisions of ttaeanf ethics, or waivers of
such provisions granted to executive officers amdctbrs, on this website within four business dél®wing the date of such
amendment or waiver.

ITEM 11. EXECUTIVE COMPENSATION
Compensation Philosophy and Process

The responsibility for establishing, administeriagd interpreting our policies governing the compéns and benefits for our
executive officers lies with our senior managemesubject to the review and approval of our boarddioéctors. Our board of
directors has not retained the services of any emsgtion consultants.

The goals of our executive compensation progranicaadtract, motivate and retain individuals witle tskills and qualities necessary
to support and develop our business within the éa&ork of our size and available resources. In 208 designed our executive
compensation program to achieve the following dijes:

e attract and retain executives experienced in dgisdoand delivering products such as our own;

* motivate and reward executives whose experienceskifisl are critical to our success;

» reward performance; and

« align the interests of our executive officers atigeo key employees with those of our stockholdgrsniotivating
our executive officers and other key employeesitoeiase stockholder value.

As a “controlled company” under the corporate gowece rules of the Nasdaq stock market, we areremiired to have a

compensation committee, nor have we engaged anpeauasation consultants to determine or recommenduti@unt and form of

executive and director compensation during and2f#9. At this time, our board of directors has dateed that the financial and
administrative burden of engaging compensation wtansts is not justified in light of our Companysize, its resources and our
relatively small number of executive officers andedtors. Rather, the recommended level, componants rationale for our

compensation program are developed and presentddyear by our principal executive officers to theard of directors for its

consideration and approval. Our board of direchas specific authority to limit cash bonus awarlsur named executive officers,
as provided for in their employment agreementsciviiuthority may not be delegated to other perabtisis time.
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2019 and 2018 Summary Compensation Table

The following table summarizes, for each of the ta® fiscal years ended December 31, 2019 and,28&8&ompensation paid to (i)
Nathan J. Mazurek, our chief executive officer,gment and chairman of the board of directors, @jdrhomas Klink, who has
served as our chief financial officer, secretaryl &reasurer since January 7, 2016 and prior tostated as the president of Pioneer
Transformer LP and a director, whom we refer tdembively herein as the “named executive officers”.

Salary Bonus Option All Other Total
Name and Principal Position Year (%) (4) Awards (1) Compensation %)
($) ($) $)

Nathan J. Mazurek 2019 490,000 900,000 0 27,000 (2) 71000
President, Chief Executive 2018 465,000 1,814 15,000 (2) 481,814
Officer, Chairman of the Board
of Directors
Thomas Klink 2019 282,292 500,000 0 31,000 (3) 813,292
Chief Financial Officer, 2018 356,667 1,814 20,000 (3) 378,480
Secretary, Treasurer, and
Director

(1) Amounts represent the aggregate grant datevédire, as determined in accordance with FASB AS(pId 718, vith the
exception that the amounts shown assume no forésitd'he assumptions used to calculate the valsbare based awards are
set forth in “ltem 8. Financial Statements and $eimentary Data — Note 15. Stock-Based Compensationtained inthis
Annual Report. These amounts do not representdtualavalue that may be realized by our named diecofficers, as thatsi
dependent on the long-term appreciation in our cometock.

(2) Comprised of board of directors meeting fees.

(3) Comprised of board of directors and audit cotreaimeeting fees.
(4) The dollar value of bonus (cash) earned byndmaed executive officers during the year ended dbee 31, 2019.

Agreements with Executive Officers
Nathan J. Mazurek

We entered into an employment agreement with Mrzivek, dated as of December 2, 2009, pursuant tchwikir.
Mazurek was to serve as our chief executive offfoera term of three years. Pursuant to this empkayt agreement, Mr. Mazurek
was entitled to receive an annual base salary 59 820 from December 2, 2009 through December 20 2@hich was increased to
$275,000 on December 2, 2010 and to $300,000 oerbleer 2, 2011. Mr. Mazurek was entitled to rece@imeannual cash bonus at
the discretion of our board of directors, or a cattea thereof, of up to 50% of his annual basergalahich percentage was
permitted to be increased in the discretion ofitbard.

This agreement prohibited Mr. Mazurek from compgtivith us for a period of four years following tbate of termination,
unless he was terminated without cause or duestbdity or he voluntarily resigned following a laeh by us of this agreement, in
which case he was prohibited from competing witfious period of only two years.

We entered into a new employment agreement with Nazurek, dated as of March 30, 2012, pursuant hechvMr.
Mazurek will serve as our chief executive officer & three year term ending on March 31, 2015. Rntsto this new employment
agreement, Mr. Mazurek was entitled to receive mmual base salary of $350,000 during the remainéi¢he 2012 calendar year,
which increased to $365,000 during the 2013 caleypelar and then to $380,000 for the remainder @Employment term. The other
material terms of the new employment agreementsabstantially similar to those under his previogseament, except that Mr.
Mazurek has agreed not to compete with us for egef one year following the termination of his goyment for any reason.

On November 11, 2014, we entered into a first amed to our employment agreement with Mr. Mazugkisuant to
which the term of the employment agreement wasnebetg by a period of three years ending on Marct2818. In addition, pursuant
to this employment agreement, as amended, Mr. Mazoecame entitled to receive an annual base sal&410,000 beginning on
the amendment effective date and ending on Dece&lhe2015, which increased to $425,000 during B6Zalendar year.

On June 30, 2016, we entered into a second amendonear employment agreement with Mr. Mauzurelspant to which
the term of the employment agreement was extengedpgeriod of five years ending on March 31, 2Q#laddition, pursuant to this
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employment agreement, as amended, Mr. Mazurek beaaritled to receive an annual base salary of $0®6for the period
beginning on January 1, 2016 and ending on DeceBihe2016, $440,000, for the period beginning anuday 1, 2017 and ending
on December 31, 2017, $465,000, for the periodrivégg on January 1, 2018 and ending on Decembe2@®I18, $490,000, for the
period beginning on January 1, 2019 and ending @ceber 31, 2019, and $515,000 per annum, forg¢hedbeginning on January
1, 2020 and ending on March 31, 2021.

If Mr. Mazurek is terminated without cause, herisitted to receive (i) any unpaid base salary aedrihrough the date of his
termination, (ii) any unreimbursed expenses prgp@durred prior to the date of his terminationddii) severance pay equal to the
base salary that would have been payable to Mr.ukézfor the remainder of the term of his executweployment agreement,
which expires on March 31, 2021, less applicablhhagldings and taxes. As a precondition to recgisaverance pay, Mr. Mazurek
is required to execute and deliver within sixty X@8@ys following his termination a general releaéelaims against the us and our
subsidiaries and affiliates that may have arisenrdvefore the date of the release.

For purposes of Mr. Mazurek’s executive employrmagreement, “cause” generally means terminationusecaf: (i) an act
or acts of willful or material misrepresentatiomadfd or willful dishonesty by Mr. Mazurek; (i) anyillful misconduct by Mr.
Mazurek with regard to the Company; (iii) any vitda by Mr. Mazurek of any fiduciary duties owed bin to the Company; (iv)
Mr. Mazurek’s conviction of, or pleading nolo contlere or guilty to, a felony (other than a traffidraction) or (v) any other
material breach by Mr. Mazurek of the executive Eyiment agreement that is not cured by him withierty (20) days after his
receipt of a written notice from the Company oftsbeceach specifying the details thereof.

As stated earlier, on June 28, 2019, we entered finé Stock Purchase Agreement by and among thep&umyn
Electrogroup, Jefferson, JE Mexico, Nathan Mazuwmeld the Buyer, which was subsequently amendedf @sugust 13, 2019.
Pursuant to the Stock Purchase Agreement, as achdiydthe Amendment, the Equity Transaction was deted on August 16,
2019. Pursuant to the Stock Purchase Agreementivislzurek agreed to a non-solicitation provisiort dganerally prohibits him, for
a three-year period, from, among other thingscg&olg or attempting to hire employees of the Disga Companies or the Buyer or
engaging in the business operated by the Dispossdp@nies within certain geographic areas, subjedatettain limitations and
exceptions. See the “Certain Related TransactindsRe&lationships” section of this Proxy Statement.

Thomas Klink

On April 30, 2010, in connection with our acquisiti of Jefferson Electric, Inc., Jefferson Electiing. entered into an
employment agreement with Thomas Klink pursuanwiich Mr. Klink is serving as Jefferson Electriocl’'s president, subject to
the authority of our chief executive officer, Mr.algurek, for an original term of three years. MrinKlwas initially entitled to receive
an annual base salary of $312,000. Mr. Klink's esyplent may be terminated upon his death or diggbiipon the occurrence of
certain events that constitute “cause,” and withcamise. If terminated without cause, Mr. Klink wile entitled to receive as
severance an amount equal to his base salarydaethainder of the employment period under theeageat, conditioned upon his
execution of a release in form reasonably acceptibtounsel of Jefferson Electric, Inc. On Apil, 2013, Jefferson Electric, Inc.
and Mr. Klink entered into an amendment to this Epiment agreement, pursuant to which the term wéeneed to April 30, 2016,
unless terminated earlier in accordance with itsise and Mr. Klink’s annual base salary was reduoeb50,000.

On January 7, 2016, Mr. Klink was appointed asatief financial officer, secretary and treasurer.

On June 30, 2016, we entered into a second amendmear employment agreement with Mr. Klink, puaatito which the
term was extended to April 30, 2019. In additiorr, Mlink became entitled to an annual base saldr$315,000 for the period
beginning on May 1, 2016 and ending on April 30120$340,000 for the period beginning on May 1,2@hd ending on April 30,
2018, and $365,000 for the period beginning on Ma3018 and ending on April 30, 2019.

On February 15, 2019, we entered into a third ammemd to our employment agreement with Mr. Klinkrguant to which
the term was extended to April 30, 2020, and Mink$ annual based salary was adjusted to $390@0the period beginning on
May 1, 2019 and ending on April 30, 2020.

Effective with the Equity Transaction, Mr. Klinksompensation was reduced to $125,000 annually.
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Outstanding Equity Awards at Fiscal Year End
The following table provides information on stocgtions previously awarded to each of the named wkex officers and which

remained outstanding as of December 31, 2019.tahle includes unexercised and unvested optionsdswBach outstanding award
is shown separately for each named officer.

Option Awards

Number of Number of

Securities Securities

Underlying Underlying

Unexercised Unexercised Option

Options Options Exercise Option
Date #) #) Price Expiration

Name of Grant Exercisable Unexercisable (B) Date
Nathan J. Mazurek 3/23/2010 400 (2) = $ 16.25 3/23/2020
3/24/2011 400 (2) - 12.00 3/24/2021
3/23/2012 1,000 (2) - 4.11 3/23/2022
3/20/2013 25,000 (3) - 5.60 3/20/2023
3/20/2013 1,000 (2) - 5.60 3/20/2023
3/06/2014 50,000 (3) - 10.21 3/06/2024
3/06/2014 1,000 (2) - 10.21 3/06/2024
3/30/2015 1,000 (2) - 8.98 3/30/2025
3/10/2016 1,000 (2) - 3.68 3/10/2026
3/30/2017 1,000 (2) - 7.30 3/30/2027
3/30/2017 130,000 (4) - 7.30 3/30/2027
4/03/2018 1,000 (2) - 5.60 4/03/2028
Thomas Klink 3/24/2011 1,000 (1) = $ 12.00 3/24/2021

3/24/2011 400 (2) - 12.00 3/24/2021
3/23/2012 3,000 (1) - 411 3/23/2022
3/23/2012 1,000 (2) - 411 3/23/2022
3/20/2013 3,000 (1) - 5.60 3/20/2023
3/20/2013 1,000 (2) - 5.60 3/20/2023
3/06/2014 1,000 (2) - 10.21 3/06/2024
3/30/2015 1,000 (2) - 8.98 3/30/2025
3/10/2016 1,000 (2) - 3.68 3/10/2026
3/30/2017 1,000 (2) - 7.30 3/30/2027
3/30/2017 100,000 (4) - 7.30 3/30/2027
4/03/2018 1,000 (2) - 5.60 4/03/2028

(1) Incentive stock options granted for servicaagxecutive officer. Vests in equal annual instalits upon each of the firhree
anniversaries of the grant date.

(2) Non-qualified stock optiongranted for service as a director. Vests on ttet dinniversary of the grant d¢

(3) Non-qualified stock options granted for service asegecutive officer. Vests in equal annual installiseupon each of the firs
three anniversaries of the grant date.

(4) Non-qualified stock options granted for service aggecutive officer. Vests on the first anniversafyhe grant date.

Change of Control Agreements

We do not currently have plans providing for thgmant of retirement benefits to our officers oregiors, other than as described
under “Agreements with Executive Officers” above.

We do not currently have any change-of-controlesesance agreements with any of our executiveafior directors, other than as
described under “Agreements with Executive Offitatsove. In the event of the termination of empl@yrof the named executive
officers, any and all unexercised stock optiongl ghgire and no longer be exercisable after aiipedime following the date of the
termination, other than as described under “Agredseith Executive Officers” above.
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2009 Equity Incentive Plan

On December 2, 2009, our board of directors andkbtiders adopted the 2009 Equity Incentive Plamsyant to which 320,000
shares of our common stock were reserved for igguan awards to employees, directors, consultantsother service providers.
The purpose of the 2009 Equity Incentive Plan wagprbvide an incentive to attract and retain doest officers, consultants,
advisors and employees whose services were coadideduable, to encourage a sense of proprietoeshipto stimulate an active
interest of such persons in our development arahiml success. Under the 2009 Equity Incentive,Riee were authorized to issue
incentive stock options intended to qualify undectibn 422 of the Internal Revenue Code of 198@&nasnded, non-qualified stock
options, restricted stock, stock appreciation ggperformance unit awards and stock bonus aw@rds2009 Equity Incentive Plan
is currently administered by our board of directous may be subsequently administered by a comfienssommittee designated by
our board of directors. The 2011 Long-Term IncentRlan that we adopted in May 2011 replaced andrsaged the 2009 Equity
Incentive Plan in its entirety but any awards gednprior to May 21, 2011 that are still outstandarg subject to the 2009 Equity
Incentive Plan.

2011 Long-Term Incentive Plan

On May 11, 2011, our board of directors adopted2B&l Long-Term Incentive Plan, subject to stoci#bolapproval, which was
obtained on May 31, 2011. The 2011 Long-Term IngerPlan replaces and supersedes the 2009 Equaigytiwe Plan. Our outside
directors and our employees, including the princgaecutive officer, principal financial officer drother named executive officers,
and certain contractors are all eligible to papété in the 2011 Long-Term Incentive Plan. The 20&fig-Term Incentive Plan
allows for the granting of incentive stock optiomgn-qualified stock options, stock appreciatiaghts, restricted stock, restricted
stock units, performance awards, dividend equivaligts, and other awards, which may be grantadlgi in combination, or in
tandem, and upon such terms as are determinedeblyodrd or a committee of the board that is degéghto administer the 2011
Long-Term Incentive Plan. Subject to certain adpesits, the maximum number of shares of our comrtank $hat may be delivered
pursuant to awards under the 2011 Long-Term Ingerian is 700,000 shares, of which 293,867 weadable for future issuances
as of December 31, 2019. The 2011 Long-Term Ineenflan is currently administered by our board iméadors but may be
subsequently administered by a compensation corsritsignated by our board of directors.

Equity Compensation Plan Information

The following table provides certain informationasDecember 31, 2019 with respect to our equitygensation plans under which
our equity securities are authorized for issuance:

Number of securities Weighted average Number of securities
to be issued upon exercise price of remaining available for
exercise of outstanding options, future issuance under
outstanding options, warrants and rights equity compensation plans

warrants and rights

Equity compensation plans approved by

. 379,800 $ 7.54
security holders
Equity compensation plans not approved by
security holders i i i
Total 379,800 $ 7.54
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Director Compensation

The following table provides compensation inforroatifor the one year period ended December 31, 21 8ach non-employee

member of our board of directors:

Fees Earned or

Total

Name Paid in Cash

($)
Yossi Cohn 31,000 (1) 31,000
David J. Landes (3) 15,000 (2) 15,000
lan Ross 31,000 (1) 31,000
David Tesler 24,000 (2) 24,000
Jonathan Tulkoff 31,000 (1) 31,000

(1) Comprised of board of directors and audit committexting fees.

(2) Comprised of board of directors meeting fees.
(3) Mr. Landes died on September 13, 2019.

All of our directors, including our employee direrg, are paid cash compensation in connection téh attendance at the meetings
of the board of directors. Our directors are akionbursed for reasonable out-of-pocket expensasred in connection with their
attendance at such meetingsr the year ended December 31, 2019, our direaters paid cash compensation of $3,000 per meeting
for attendance. In addition, the members of ouitazammittee and our chief financial officer receiva fee of $1,000 per meeting

for attendance at a meeting of our audit commitie¢he year ended December 31, 2019.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth information with pest to the beneficial ownership of our commonlstas of March 30, 2020 by:

each person known by us to beneficially own ntbaa 5.0% of our common stock;

each of our directors;

each of the named executive officers; and

all of our directors and executive officers agaup.
The percentages of common stock beneficially ovaredreported on the basis of regulations of the §&@rning the determination
of beneficial ownership of securities. Under th&esuof the SEC, a person is deemed to be a bealefiginer of a security if that
person has or shares voting power, which includegpbwer to vote or to direct the voting of thews#yg, or investment power, which
includes the power to dispose of or to direct tigpakition of the security. Except as indicatedha footnotes to this table, each
beneficial owner named in the table below has goteg and sole investment power with respect itelzres beneficially owned and
each person’s address, unless otherwise specifigdei notes below, is c/o Pioneer Power Solutitms, 400 Kelby Street, 12th
Floor, Fort Lee, New Jersey 07024. As of MarchZI20, we had 8,726,045 shares outstanding.

Number of Shares Percentage
Name of Beneficial Owner Beneficially Beneficially
Owned (1) Owned (1)
5% Owners
Estate of David J. Landes 4,567,800 (2) 52.3%
Provident Pioneer Partners, L.P. 4,560,000 (3) 52.3%
North Star Investment Management Corporation 2,545,8 (4) 28.8%
A. Lawrence Carroll Trust 975,000 (5) 11.2%
Kennedy Capital Management, Inc. 441,455 (6) 5.1%
Officers and Directors
Nathan J. Mazurek 4,785,800 (7) 53.5%
Thomas Klink 214,400 (8) 2.4%
Yossi Cohn 7,800 (9) &
lan Ross 7,400 (9) *
David Tesler 11,550 (10) E
Jonathan Tulkoff 17,800 (11) *
All directors and executive officers as a groupéésons) 5,044,750 56.5%

* represents ownership of less than 1%.

(1) Shares of common stock beneficially owned and éspective percentages of beneficial ownership ofraon stock assumes
exercise of all options, warrants and other seesritonvertible into common stock beneficially owr®y such person or ety
currently exercisable or exercisable within 60 dafy/8arch 30, 2020Shares issuable pursuant to the exercise of sipt&n:
and warrants exercisable within 60 days are deeynelanding and held by the holder of such opt@nsarrants for compuig
the percentage of outstanding common stock benificdaned by such person, but are not deemed odstg for computin
the percentage of outstanding common stock bea#fi@wned by any other person.

(2) David J. Landes was our former director who diedSeptember 13, 2019. Estate of David J. Land#égeisninority stockhold:t
and a control person of Provident Canada Corp.,gtveeral partner of Provident Pioneer Partners,, laRd, as such,
beneficial ownership of the 4,560,000 shares of mom st@k held by Provident Pioneer Partners, L.P. In taldi include
7,800 shares subject to stock options which arecesable within 60 days of March 30, 2020.

(3) Includes 4,560,000 shares of common stock held towident Pioneer Partners, L.Rathan J. Mazurek is the majol
stockholder and a control person of Provident Car@alp., the general partner of Provident Pionegimers, L.P., and, asich
has sole voting and investment power over theseesha

(4) Beneficial ownership is based on information camdiin Amendment No. 2 to Schedule 13G filed orudan8, 2020The
beneficial owner’s address is 20 N. Wacker Driwgite51416, Chicago, Illinois 60606.

(5) Beneficial ownership is based on information cargdi in Amendment No. 5 to Schedule 13G filed orudan 31, 2020A.
Lawrence Carroll is the trustee of the A. Lawre@roll Trust and, in such capacity, has voting dispositive power ovethe
securities held for the account of this stockhaldére beneficial owner’'s addige is 415 L’Ambiance Drive, #804, Longboat k
FL 34228.
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(6) Beneficial ownership is based on information camdi in Amendment No. 1 to Schedule 13G filed onr&raty 14, 2020The
beneficial owner’s address is 10829 Olive Blvd 8uis, Missouri 63141

(7) Nathan J. Mazurek is the majority stockholder armbiatrol person of Provident Canada Corp., the iggmartner of Providet
Pioneer Partners, L.P., and, as such, has solegvatid investment power over the 4,560,000 shdresromon $ock held b
Provident Pioneer Partners, L.P. In addition, ideki 212,800 shares subject to stock options whietexercisable within @&
days of March 30, 2020.

(8) Includes 100,000 shares of common stock and 1145486es subject to stock optiomkich are exercisable within 60 day:
March 30, 2020.

(9) Comprised of shares subject to stock options whiehexercisable within 60 days of March 30, 2020

(10)Includes 3,750 shares of common stock and 7,80@sHsabject to stock options which are exercisalitlein 60 days oMarct
30, 2020.

(11)Includes 10,000 shares of common stock and 7,8@@slsubject to stock options which are exercisaiitgn 60 days oMarct
30, 2020.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE
Certain Related Transactions and Relationships

Generally, we do not enter into related party taatisns unless the members of the board who dbanat an interest in the potential
transaction have reviewed the transaction and méted that (i) we would not be able to obtain betems by engaging in a
transaction with a non-related party and (ii) tr@saction is in our best interest. This policylegpgenerally to any transaction in
which we are to be a participant and the amourluad exceeds the lesser of $120,000 or one peofethe average of our total
assets at year end for the previous two complésedlfyears, and in which any related person hagilbthave a direct or indirect
material interest. This policy is not currentlyvimiting. In addition, our audit committee, whictagvestablished on March 24, 2011,
is required to pre-approve any related party tretisas pursuant to its charter.

On June 28, 2019, we entered into a Stock Purchgseement, dated as of June 28, 2019 (the “StockHdse Agreement”), by and
among the Company, Electrogroup Canada, Inc., dlybaned subsidiary of the Company (“Electrogroyplefferson Electric,
Inc., a wholly owned subsidiary of the Company ffdeson”), JE Mexican Holdings, Inc., a wholly owheubsidiary of the
Company (“JE Mexico,” and together with Electrogsoand Jefferson, the “Disposed Companies”), Nathtazurek, Pioneer
Transformers L.P. (the “US Buyer”) and Pioneer Aocgeo ULC (the “Canadian Buyer,” and together witte US Buyer, the
“Buyer”), which was subsequently amended by Amenunio. 1 to the Stock Purchase Agreement, dated Aagust 13, 2019 (the
“Amendment”). Pursuant to the Stock Purchase Agergmas amended by the Amendment, the Companydgresell (i) all of the
issued and outstanding equity interests of Eleactngg to the Canadian Buyer and (i) all of the exband outstanding equity interests
of Jefferson and JE Mexico to the US Buyer (colledy, the “Equity Transaction”).

On August 16, 2019, the Company completed the Edquiansaction pursuant to the terms and conditiminthe Stock Purchase
Agreement, as amended by the Amendment. As comsideifor the Disposed Companies, Buyer paid the@my a base aggregate
purchase price of $68.0 million, consisting of §§0.5 million of cash, (ii) the issuance by the Bugf a subordinated promissory
note to the Company in the aggregate principal ainad $5.0 million and (iii) the issuance by the y®u of a subordinated
promissory note to the Company in the aggregatecipal amount of $2.5 million. The purchase pricgsvsubject to a customary
working capital adjustment. During the fourth qearbf 2019, the Company and the Buyer, pursuanthéo Stock Purchase
Agreement, completed the net working capital adjesit, which resulted in the Company paying the Bdie7 million in cash and
reducing the principal amount of the $5.0 milliooten not to $3.3 million. After these adjustment® Company’ net consideration
for this sale received was $45.2 million in netsideration for this sale. Nathan Mazurek, who issidered a related person due to
his position as chairman, chief executive officed gresident of the Company and is a holder of @pprately 53.5% of the
outstanding shares of our common stock, is a ptotythe Stock Purchase Agreement with respect to nitve-solicitation,
confidentiality and non-competition provisions.

In connection with the Stock Purchase Agreementafperiod of three years commencing on the clodatg, except on behalf of the
Buyer, the Disposed Companies or any of their retdgee affiliates in the ordinary scope of theirpestive duties, Nathan Mazurek
has agreed not to (i) directly or indirectly engag@icit, induce, hire or attempt to engage, solinduce or hire, whether or not for
consideration, any employee or independent comtrazt the Disposed Companies, certain direct oiréad subsidiaries of the

Company, or the Buyer, who is (or was within seg&nmonths prior to the date of the Stock Purchfsgeement) employed by any
of the Disposed Companies, such subsidiaries ofGbmpany or the Buyer, subject to certain limitasio (ii) disclose or use

confidential information related to the Disposedt@anies or certain subsidiaries of the Companyjestito certain limitations and

exceptions, or (iii) engage in the design, manuig@cand distribution of electric transformers frékva — 30mva in size and 110v-
72kv in voltage in certain geographic areas or hawe ownership of any business within those gedgcapreas conducting such
business or solicit business away from the Buyee, Disposed Companies or certain subsidiarieseof@bmpany, in each case
subject to certain limitations and exceptions.
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Director Independence

Our board of directors has determined that eachossi Cohn, lan Ross, David Tesler and Jonathakoffugatisfy the requirements
for independence set out in Section 5605(a)(2hefNasdaq Stock Market Rules and that each of ttiesetors has no material
relationship with us (other than being a directad/ar a stockholder). In making its independencterdginations, the board of
directors sought to identify and analyze all of fiaets and circumstances relating to any relatipndéletween a director, his
immediate family or affiliates and our company anad affiliates and did not rely on categorical stards other than those contained
in the Nasdaq Stock Market rule referenced above.

Because Nathan Mazurek, our president, chief ekecuffficer and chairman of the board of directargntrols a majority of our

outstanding voting power, we are a “controlled camy under the corporate governance rules of thedhi@ Stock market.

Therefore, we are not required to have a majorftyoar board of directors be independent, nor areraeguired to have a
compensation committee or an independent nomindtimetion. In light of our status as a controlledrpany, our small size and our
desire to efficiently manage our financial and adstrative resources, our board of directors ha®rdened not to have an
independent nominating or compensation committeetarhave the full board of directors be directhgponsible for compensation
matters and for nominating members of our boardvéi@r, only Messrs. Cohn, Ross, Tesler and Tulkatify the independence
requirement that would apply to the members of smhmittees under the Nasdag Stock Market Rules.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
BDO USA, LLP served as our independent registetddip accounting firm for the fiscal years endedccBmber 31, 2019 and 2018.

The following table presents aggregate fees fofgssional services rendered by BDO USA, LLP dutihg fiscal years ended
December 31, 2019 and 2018:

Year Ended December 31,

2019 2018
Audit fees (1) $ 600 $ 490
Audit-related fees (2) 36 12
Tax fees (3) - 5
Total fees $ 636 $ 507

(1) Audit fees consisted primarily of fees for the aalnaudit of our consolidated financial statemetits,interim reviews of the
guarterly consolidated financial statements, reviéw registration statement and normal, recuraicgpunting consultations.

(2) Audit-related fees consisted of fees related tagneed upon procedures project related to the Equénsaction during the
year ended December 31, 2019 and the audit of atogae benefit plan during the year ended Decerbep018.

(3) Tax fees consisted primarily of fees related fardampliance.

Pre-Approval of Independent Registered Public Acconting Firm Fees and Services Policy

Our audit committee pre-approves all auditing aedgtted non-audit services to be performed fobyour independent auditor
against estimates submitted by the auditor, exfoepte minimis non-audit services that are apprdwgdhe audit committee prior to

the completion of the audit. The audit committes pee-established limits that require audit cormemithpproval in advance of any
additional funds that may be required in excesthefauditor's estimate. The audit committee maynf@nd delegate authority to
subcommittees consisting of one or more membersvelppropriate, including the authority to grant-ppprovals of audit and

permitted non-audit services. The audit committeegpproved all of the fees set forth in the tattleve.
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