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Taronis Technologies, Inc. and Subsidiaries
(f/k/a MagneGas Corporation and MagneGas Applied Technology Solutions, Inc.)
Condensed Consolidated Balance Sheets
March 31,
2019

December 31,
2018

Assets
Current Assets
Cash
Accounts receivable, net of allowance for doubtful accounts of $568,997 and $418,997, respectively
Inventory
Prepaid and other current assets
Total Current Assets

$

356,512
2,639,227
3,357,834
313,344
6,666,917

Property and equipment, net of accumulated depreciation of $2,924,127 and $2,683,298, respectively
Deposit on acquisition
Intangible assets, net of accumulated amortization of $1,015,371 and $824,150, respectively
Restricted deposit
Security deposits
Right-of-use assets
Goodwill
Total Assets

$

15,847,697
5,689,118
806,466
152,785
3,824,919
11,123,231

1,598,737
1,394,681
2,921,500
331,822
6,246,740
9,686,103
550,000
3,378,764
806,466
227,125
6,690,724

$

44,111,132

$

27,585,922

$

4,055,180
675,296
90,303
641,587
999,900

$

2,600,706
755,455
90,303
94,008

Liabilities, Temporary Equity and Stockholders’ Equity
Current Liabilities
Accounts payable
Accrued expenses
Financing leases liability, current
Right-of-use liability, current
Note payable
Total Current Liabilities
Long Term Liabilities
Note payable, net of current
Financing leases liability, net of current
Right-of-use liability, net of current
Total Liabilities

6,462,266

3,540,472

1,661,996
180,718
3,183,332
11,488,312

601,582
203,294
4,345,348

-

50,000

Commitments and Contingencies
Temporary Equity
Series E Preferred stock: 455,882 shares designated; 0 and 36,765 shares issued and outstanding.
Stockholders’ Equity
Common stock: $0.001 par; 190,000,000 shares authorized; 24,164,227 shares issued and outstanding at March
31, 2019 and 7,732,815 shares issued and outstanding at December 31, 2018.
Additional paid-in-capital
Accumulated deficit

24,163
118,380,766
(85,782,109)

7,732
102,802,553
(79,619,711)

32,622,820

23,190,574

Total Stockholders’ Equity
Total Liabilities, Temporary Equity and Stockholders’ Equity

$

See accompanying notes to the unaudited condensed consolidated financial statements.
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44,111,132

$

27,585,922

Taronis Technologies, Inc. and Subsidiaries
(f/k/a MagneGas Corporation and MagneGas Applied Technology Solutions, Inc.)
Condensed Consolidated Statements of Operations
(Unaudited)
For the three months ended March 31,
2019
Revenue:
Revenue

$

2018

4,913,332

$

1,171,753

Cost of Revenues
Gross Profit

2,680,815
2,232,517

757,874
413,879

Operating Expenses:
Selling, general and administration
Research and development
Depreciation and amortization
Total Operating Expenses

7,939,058
25,173
432,050
8,396,281

3,153,994
1,152
159,211
3,314,357

(6,163,764)

(2,900,478)

9,900
(8,534 )
1,366

(73,005)
(45,958)
(118,963 )

(6,162,398)

(3,019,441)

Operating Loss
Other Income and (Expense):
Interest
Accretion of debt discount
Other (expense) income
Total Other Income (Expense)
Net Loss
Deemed dividend

3,007,700

930,300

Net loss attributable to common shareholders

$

(9,170,098)

$

(3,949,741)

Net loss per share: Basic and Diluted

$

(0.60)

$

(12.44 )

Weighted average common shares: Basic and Diluted

15,389,825

See accompanying notes to the unaudited condensed consolidated financial statement
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317,535

Taronis Technologies, Inc. and Subsidiaries
(f/k/a MagneGas Corporation and MagneGas Applied Technology Solutions, Inc.)
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY
For the Three Months Ended March 31, 2019 and 2018

Balance at January 1, 2019
Common shares issued for services
Common stock warrant issued for service
Conversion of Series E preferred stock into
common stock
Amortization of stock based compensation
Common Stock issued for Cash from SPA

Series A
Preferred Stock
Shares
Amount
$
-

Common
Shares
Amount
7,732,815
$
7,733
3,581,412
3,581

Common Stock issued for Cash from
Underwriting Agreement
Stock issuance costs
Deemed Dividend
Net loss
Balance at March 31, 2019

Balance at January 1, 2018
Common shares issued for services
Common stock warrant issued for service
Exercise of Series C preferred stock warrants
Conversion of Series C preferred stock into
common stock
Conversion of Series E preferred stock into
common stock
Amortization of stock based compensation
Common shares issued for the exercise of
warrants issued for service
Common shares issued for acquisition of assets
Stock issuance costs
Deemed Dividend
Net loss
Balance at March 31, 2018

500,000

500

1,550,000

10,800,000

Additional Paid-inCapital
$
102,802,553
1,838,831
13,912

Accumulated
(Deficit)
$ (79,619,711)

Stockholders’
Equity
$ 23,190,574
1,842,412
13,912

1,550

6,300
18,789
4,338,450

6,800
18,789
4,340,000

10,800

13,489,200

13,500,000

(1,119,569)
(3,007,700)
-

$

-

24,164,227

Series A
Preferred Stock
Shares
Amount
1,000,000
$
1,000

24,164

Common
Shares
Amount
89,143
$
89

-

-

31,583

-

-

483,892

-

-

1,000,000

1,000

$

$

118,380,766

(6,162,398)
$ (85,782,109)

$

Additional Paid-inCapital
$
71,854,568

Accumulated
(Deficit)
$ (64,582,868)

Stockholders’
Equity
$
7,272,789

$

349,194
63,474
8,372,700

349,226
63,474
8,372,700

484

1,044,816

1,045,300

6,788

7

380,943
105,075

380,950
105,075

3,750
48,077

4
48

746
1,259,568
(753,543)
(930,300)

663,233

32

$

663

$

81,747,241

See accompanying notes to the unaudited condensed consolidated financial statements.
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(1,119,569)
(3,007,700)
(6,162,398)
32,622,820

(3,019,441)
$ (67,602,309)

$

750
1,259,616
(753,543)
(930,300)
(3,019,441)
14,146,596

Taronis Technologies, Inc. and Subsidiaries
(f/k/a MagneGas Corporation and MagneGas Applied Technology Solutions, Inc.)
Condensed Consolidated Statements of Cash Flows
For the Three Months Ended March 31, 2019 and 2018
(Unaudited)
For the three months ended March 31,
2019
2018
Cash Flows from Operations
Net Loss
Adjustments to reconcile net loss to cash used in operating activities:
Depreciation and amortization
Accretion of debt discount
Stock based compensation
Common stock and warrants issued for services
Amortization of right-of-use assets
Changes in operating assets:
Accounts receivable
Inventory
Prepaid and other current assets
Accounts payable
Accrued expenses
Payments on lease liabilities
Deferred revenue and customer deposits
Net cash used in operating activities

$

(6,162,398)

$

432,050
18,789
1,856,325
212,553

(3,019,441)
159,211
45,958
105,075
412,700
-

(202,675)
135,365
16,614
444,652
(80,159)
(248,443 )
(3,577,328)

76,161
(5,981)
263,018
(303,406)
(128,826)
622
(2,394,909)

(550,000)
69,325
(6,500,000)
(2,000,000)
(3,503,942)
(1,574)
1,174,340
(11,311,851)

(1,000,000)
15,000
(1,767,500)
(588,469)
(69,719)
27,787
(3,382,901)

Cash Flows from Financing Activities
Common shares issued for the exercise of warrants
Proceeds for common stock issued
Capital lease payments
Notes payable repaid
Net proceeds on related party notes and advances
Repayment of related party notes
Net proceeds on issuance of series C preferred stock units, net of costs
Stock issuance costs
Repurchase of series C & E preferred
Net cash provided by financing activities

17,840,000
(22,576)
449,100
(1,119,569)
(3,500,000)
13,646,955

750
(12,001)
(256,124)
22,588
(80,130)
7,619,157
7,294,240

Net (decrease) increase in cash

(1,242,225)

1,516,430

Cash Flows from Investing Activities
Deposit on acquisition
Cash acquired in acquisition of businesses
Cash paid for acquisitions
Cash paid for noncompete agreements
Purchase of property and equipment
Purchase of intangibles
Security deposit
Proceeds from sale of assets
Net cash used in investing activities

Cash and restricted cash, beginning of period

2,405,203

586,824

Cash and restricted cash, end of period

$

1,162,978

$

2,103,254

Supplemental disclosure of cash flow information cash paid during the period for:
Interest

$

-

$

56,625

$

-

$

916,220

Supplemental disclosures of non-cash investing and financing activities:
Assets acquired in NG Enterprises acquisition
Liabilities assumed NG Enterprises acquisition
Assets acquired in Green Arc Supply acquisition
Liabilities assumed in Green Arc Supply acquisition
Assets acquired in Trico Welding Supplies acquisition
Liabilities assumed in Trico Welding Supplies acquisition
Assets acquired in Paris Oxygen acquisition
Liabilities assumed in Paris Oxygen Supplies acquisition
Assets acquired in Latex Welding Supplies acquisition
Liabilities assumed in Latex Welding Supplies acquisition
Assets acquired in United Welding Specialties acquisition
Liabilities assumed in United Welding Specialties acquisition
Assets acquired in Tyler Welders Supply acquisition
Liabilities assumed in Tyler Welders Supply acquisition
Assets acquired in Cylinder Solutions, Inc. acquisition
Liabilities assumed in Cylinder Solutions, Inc. acquisition
Assets acquired in Complete Cutting & Welding Supplies, Inc. acquisition

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,619,905
(652,578 )
375,915
(40,911)
1,083,360

$
$
$
$
$
$
$
$
$
$
$
$
$
$

(148,720 )
2,667,589
(154,009 )
3,612,075
(1,612,075)
1,340,202
(90,202)
1,526,491
(26,491)
815,291
(65,291)
-

$

-

$

-

Liabilities assumed in Complete Cutting & Welding Supplies, Inc. acquisition
Conversion of Series C preferred stock into shares of common stock
Conversion of Series E preferred stock into shares of common stock
Conversion of Series F preferred stock into shares of common stock
Fair value of common stock issued in Green Arc Supply acquisition
Deemed dividend in connection with the issuance of Series C Preferred stock

$
$
$
$
$
$

See accompanying notes to the unaudited condensed consolidated financial statements.
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(316,333 )
(3,007,700)

$
$
$
$
$
$

1,045,300
380,950
556,016
1,259,616
(2,097,300)

Taronis Technologies, Inc. and Subsidiaries
(f/k/a MagneGas Corporation and MagneGas Applied Technology Solutions, Inc.)
Notes to the Unaudited Condensed Consolidated Financial Statements
March 31, 2019
NOTE 1 – ORGANIZATION AND DESCRIPTION OF BUSINESS
Taronis Technologies, Inc. (the “Company”) was organized in the State of Delaware on December 9, 2005.
On January 31, 2019, with the filing of a Certificate of Amendment to the Certificate of Incorporation with the Delaware Secretary of State to effect a name change to “Taronis
Technologies, Inc.” The Company is a technology-based company that is focused on addressing the global constraints on natural resources, including fuel and water. The
Company has two core technology applications – renewable fuel gasification and water decontamination/sterilization which are derived from the Company’s Plasma Arc Flow
System technology. The Company has operating facilities in the following states: Florida, Louisiana, Texas and California.
On January 30, 2019, the Company filed a Certificate of Amendment to the Certificate of Incorporation with the Delaware Secretary of State to effect a one-for-twenty reverse
split of the issued and outstanding common stock. The consolidated financial statements and accompanying notes give effect to the reverse stock split as if they occurred at the
first period presented.
The reverse stock splits did not modify the rights or preferences of the common stock. Proportional adjustments have been made to the conversion and exercise prices of our
outstanding common stock warrants, convertible notes, and common stock options. The number of common stock shares issuable under our equity compensation plan was not
affected by the 2019 Reverse Stock Split.
All share and per share amounts for the common stock have been retroactively restated to give effect to the reverse splits.
NOTE 2 - GOING CONCERN AND MANAGEMENTS’ PLAN
As of March 31, 2019, the Company had cash of $356,512 and has reported a net loss of $6,162,398 and has used cash in operations of $3,577,328 for the three months ended
March 31, 2019. In addition, as of March 31, 2019, the Company has a working capital of $204,651 and an accumulated deficit of $85,782,109. The Company utilizes cash in
its operations of approximately $1,190,000 per month. These conditions indicate that there is substantial doubt about the Company’s ability to continue as a going concern
within one year from the issuance date of the financial statements.
The ability of the Company to continue as a going concern is dependent upon its ability to further implement its business plan and generate sufficient revenue and its ability to
raise additional funds by way of a public or private offering.
Historically, the Company has financed its operations through equity and debt financing transactions and believes it will continue incurring operating losses for the foreseeable
future. The Company’s plans and expectations for the next 12 months include raising additional capital to help fund expansion of its commercial operations, including product
development. The consolidated financial statements do not include any adjustments relating to the recoverability and classification of asset amounts or the classification of
liabilities that might be necessary should the Company be unable to continue as a going concern.
If these sources do not provide the capital necessary to fund the Company’s operations during the next twelve months from the date of this report, the Company may need to
curtail certain aspects of its operations or expansion activities, consider the sale of its assets, or consider other means of financing. The Company can give no assurance that it
will be successful in implementing its business plan and obtaining financing on terms advantageous to the Company or that any such additional financing would be available to
the Company. These consolidated financial statements do not include any adjustments from this uncertainty.
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The Company’s management has determined the above factors regarding its liquidity raise substantial doubt about the Company’s ability to continue as a going concern.
NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States
of America (“U.S. GAAP”) for interim financial information and the rules and regulations of the U.S. Securities and Exchange Commission (“SEC”) for interim financial
information and include the accounts of the Company and its wholly-owned subsidiaries. All material intercompany balances and transactions have been eliminated in
consolidation. In the opinion of the Company’s management, the accompanying condensed consolidated financial statements reflect all adjustments, consisting of normal,
recurring adjustments, considered necessary for a fair presentation of the results for the interim periods ended March 31, 2019 and 2018. As this is an interim period financial
statement, certain adjustments are not necessary as with a financial period of a full year. Although management believes that the disclosures in these unaudited condensed
consolidated financial statements are adequate to make the information presented not misleading, certain information and footnote disclosures normally included in financial
statements that have been prepared in accordance U.S. GAAP have been condensed or omitted pursuant to the rules and regulations of the SEC.
The accompanying unaudited condensed consolidated financial statements should be read in conjunction with the Company’s financial statements for the year ended December
31, 2018, which contains the audited financial statements and notes thereto, for the years ended December 31, 2018 and 2017 included within the Company’s Form 10-K filed
with the SEC on April 12, 2019. The interim results for the three months ended March 31, 2019 are not necessarily indicative of the results to be expected for the year ended
December 31, 2019 or for any future interim periods.
Use of Estimates
The Company prepares its financial statements in conformity with U.S. GAAP. These principles require management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Management believes that these estimates are reasonable; however, actual results could differ from those estimates. The consolidated financial
statements presented include intangible assets, goodwill, fair value of assets and liabilities related to acquisitions, recoverability of deferred tax assets, collection of its
receivables and the useful life of property, plant and equipment.
Business Combinations
The Company accounts for business combinations under Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 805 “Business
Combinations” using the acquisition method of accounting, and accordingly, the assets and liabilities of the acquired business are recorded at their fair values at the date of
acquisition. The excess of the purchase price over the estimated fair value is recorded as goodwill. All acquisition costs are expensed as incurred. Upon acquisition, the accounts
and results of operations are consolidated as of and subsequent to the acquisition date.
Concentrations of Credit Risk
Financial instruments that subject the Company to credit risk consist principally of trade accounts receivable and cash. The Company performs certain credit evaluation
procedures and does not require collateral for financial instruments subject to credit risk. The Company believes that credit risk is limited because the Company routinely
assesses the financial strength of its customers and, based upon factors surrounding the credit risk of its customers, establishes an allowance for uncollectible accounts and,
consequently, believes that its accounts receivable credit risk exposure beyond such allowances is limited.
The Company maintains cash deposits with financial institutions which are insured by the Federal Deposit Insurance Corporation (“FDIC”), which, from time to time, may
exceed federally insured limits. Cash is also maintained at foreign financial institutions. Cash in foreign financial institutions as of March 31, 2019 was $806,466. The Company
has not experienced any losses and believes it is not exposed to significant credit risk from cash.
Cash, Cash Equivalents and Restricted Cash
Cash and cash equivalents consist of cash, checking accounts, money market accounts and temporary investments with original maturities of three months or less when
purchased. As of March 31, 2019, and 2018 the Company had no cash equivalents.
Restricted cash consists of cash deposited with a financial institution for $806,466.
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The following table provides a reconciliation of cash, cash equivalents and restricted cash reported in the consolidated balance sheets that sum to the total of the same amounts
show in the statement of cash flows.
March 31,
2019
Cash
Restricted deposits
Total cash, cash equivalents and restricted cash in the balance sheet

356,512
806,466
1,162,978

2018
2,103,254
2,103,254

Revenue Recognition
Effective January 1, 2018, the Company adopted ASC Topic 606, Revenue from Contracts with Customers (“ASC Topic 606”). The new revenue recognition guidance requires
that an entity recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. The guidance requires an entity to follow a five-step model to (a) identify the contract(s) with a customer, (b) identify the
performance obligations in the contract, (c) determine the transaction price, (d) allocate the transaction price to the performance obligations in the contract, and (e) recognize
revenue when (or as) the entity satisfies a performance obligation. In determining the transaction price, an entity may include variable consideration only to the extent that it is
probable that a significant reversal in the amount of cumulative revenue recognized would not occur when the uncertainty associated with the variable consideration is resolved.
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Revenues under Topic 606 are required to be recognized either at a “point in time” or “over time”, depending on the facts and circumstances of the arrangement, and will be
evaluated using a five-step model. The adoption of Topic 606 did not have a material impact on the financial statements, either at initial implementation nor will it have a
material impact on an ongoing basis.
The Company principally generates revenue through three operating streams: (1) the sale of MagneGas fuel for metal cutting and through the sales of other industrial and
specialty gases and related products through the Company’s wholly owned subsidiaries, (2) by providing consulting services and (3) through the sales of the Plasma Arc Flow
Systems. The Company’s revenue recognition policy for the year ended December 31, 2018 is as follows:
●

Revenue for metal-working fuel, industrial gases and welding supplies is recognized when performance obligations of the sale are satisfied. The majority of the
Company’s terms of sale have a single performance obligation to transfer products. Accordingly, the Company recognizes revenue when control has been transferred to
the customer, generally at the time of shipment of products. Under the previous revenue recognition accounting standard, the Company recognized revenue upon transfer
of title and risk of loss, generally upon the delivery of goods.

●

Consulting Services are earned through various arrangements. The Company applies the five-step process outlined in ASC 606 when recognizing revenue with regards to
the consulting services:

●

○

The Company enters into a written consulting agreement with a customer to provide professional services and has an enforceable right to payment for its
performance completed to date;

○

All of the promised services are identified to determine whether those services represent performance obligations;

○

In consideration for the services to be rendered, the Company expects to receive incremental payments during the term of the agreement;

○

Payments are estimated for each performance obligation and allocated in accordance with payment terms; and

○

The nature of the consulting services is such that the customer will receive benefits of the Company’s performance only when the customer receives the
professional services. Consequently, the entity recognizes revenue over time by measuring the progress toward complete satisfaction of the performance
obligation.

Plasma Arc Flow Units Revenue generated from sales of each unit is recognized upon delivery and completion of the performance obligation. Significant deposits are
required before production commences. These deposits are classified as customer deposits.

Contract Balances
The timing of revenue recognition may differ from the timing of payment by customers. The Company records a receivable when revenue is recognized prior to payment and
there is an unconditional right to payment. Alternatively, when payment precedes the provision of the related services, the Company records deferred revenue until the
performance obligations are satisfied. The Company had deferred revenue of approximately $0 and $0 as of March 31, 2019 and 2018. The Company expects to satisfy its
remaining performance obligations for these services and recognize the deferred revenue and related contract costs over the next twelve months.
The following table represents external net sales disaggregated by product category for the quarter ended March 31,
2019
Gas sold
Equipment rentals
Equipment sales
Other
Total Revenues from Customers

$

11

2018
2,912,877
869,574
1,053,122
77,758
4,913,332

$

869,829
190,309
111,616
1,171,753

Preferred Stock
The Company applies the accounting standards for distinguishing liabilities from equity under U.S. GAAP when determining the classification and measurement of its
Preferred stock. Preferred shares subject to mandatory redemption are classified as liability instruments and are measured at fair value. Conditionally redeemable preferred
shares (including preferred shares that feature redemption rights that are either within the control of the holder or subject to redemption upon the occurrence of uncertain events
not solely within the Company’s control) are classified as temporary equity. At all other times, preferred shares are classified as permanent equity.
Research and Development
The Company expenses research and development costs when incurred. Research and development costs include engineering and laboratory testing of products and outputs.
Research and development expense was $25,173 and $1,152 for the quarters ended March 31, 2019 and 2018, respectively.
Stock-Based Compensation
The Company accounts for stock-based compensation costs under the provisions of Accounting Standards Codification 718, “Compensation—Stock Compensation” (“ASC
718”), which requires the measurement and recognition of compensation expense related to the fair value of stock-based compensation awards that are ultimately expected to
vest. Stock based compensation expense recognized includes the compensation cost for all stock-based payments granted to employees, officers, and directors based on the grant
date fair value estimated in accordance with the provisions of ASC 718. ASC 718 is also applied to awards modified, repurchased, or canceled during the periods reported.
The Company incurred stock-based compensation charges of $1,875,313 and $529,718 for the quarters ended March 31, 2019 and 2018, respectively and has included such
amounts in selling, general and administrative expenses in the consolidated statement of operations.
Basic and Diluted Net (Loss) per Common Share
Basic (loss) per common share is computed by dividing the net (loss) by the weighted average number of shares of common stock outstanding for each period. Diluted (loss)
per share is computed by dividing the net (loss) by the weighted average number of shares of common stock outstanding plus the dilutive effect of shares issuable through the
common stock equivalents.
As of March 31, 2019, and 2018 the Company’s common stock equivalents outstanding were as follows:
March 31,
2019
Options
Common Stock Warrants
Convertible preferred stock
Total common stock equivalents outstanding

11,553
12,819,028
12,830,581

2018
10,304
11,111
3,546
24,961

Reclassification
Certain accounts in the prior year’s consolidated financial statements have been reclassified for comparative purposes to conform to the presentation in the current year’s
consolidated financial statements. These reclassifications have no effect on previously reported earnings.
Subsequent Events
The Company evaluates events that have occurred after the balance sheet date, but prior to the date the financial statements are issued. Based upon the evaluation, the Company
did not identify any recognized or non-recognized subsequent events that would have required adjustment or disclosure in the consolidated financial statements, except as
disclosed in Note 8.
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Recent Accounting Standards
In August 2018, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2018-13, Fair Value Measurement. ASU 2018-13
modifies the disclosure requirements for fair value measurements by removing, modifying, or adding certain disclosures. The amendments in ASU 2018-13 will be effective for
fiscal years beginning after December 15, 2019. Early adoption is permitted. An entity is permitted to early adopt any removed or modified disclosures upon issuance of ASU
No. 2018-13 and delay adoption of the additional disclosures until their effective date. The Company is currently evaluating the potential impact of adopting this guidance on its
consolidated financial statements.
NOTE 4 – ACQUISITIONS
January Stock Purchase:
On January 16, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with Melvin Ruyle Family Living Trust (the “Seller”) and Tyler Welders Supply,
Inc., a Texas corporation (“TWS”) for the purchase of all of the issued and outstanding capital stock of TWS by the Company (“Transaction”). Under the terms of the SPA, the
Company purchased one hundred percent (100%) of TWS’s issued and outstanding capital stock for the gross purchase price of $2,500,000 (“TWS Stock”). Effective at
closing, the Company will assume business operations at its new location in Texas.
The preliminary allocation of the consideration transferred is as follows:
Cash
Total purchase price

$
$

Accounts receivable
Cash
Inventory
Customer relationships
Cylinders and trucks
Accounts payable assumed
Total purchase price allocation

$

Goodwill

$

$
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2,500,000
2,500,000
572,264
43,394
571,699
250,000
182,549
(652,578)
967,327
1,532,673

February Stock Purchase:
On February 15, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with Melvin Ruyle, Jered Ruyle and Janson Ruyle (collectively, the “Seller”) and
Cylinder Solutions, Inc., a Texas corporation (“CS”) for the purchase of all of the issued and outstanding capital stock of CS by the Company (“Transaction”). Under the terms
of the SPA, the Company purchased one hundred percent (100%) of CS’s issued and outstanding capital stock for the gross purchase price of $1,500,000 (“CS Stock”).
Effective at closing, the Company assumed business operations at its new location in East Texas.
The preliminary allocation of the consideration transferred is as follows:
Cash
Total purchase price

$
$

Accounts receivable
Cash
Cylinders and trucks
Accounts payable assumed
Total purchase price allocation

$

Goodwill

$

$

1,500,000
1,500,000
13,902
25,931
336,081
(40,911)
335,004
1,164,996

February Asset Purchase:
On February 22, 2019, Taronis Technologies, Inc. (the “Company”) entered into an Asset Purchase Agreement (“Agreement”) with Complete Cutting and Welding Supplies,
Inc., a California corporation (the “Seller”) for the purchase of substantially all of the Seller’s tangible and intangible business assets (“Transaction”). Under the terms of the
Agreement, the Company purchased from the Seller substantially all of the Seller’s right, title an interest to the Seller’s business assets and certain other assumed liabilities. The
total purchase price paid was $2,500,000 cash. The Agreement includes certain other terms and conditions which are typical in asset purchase agreements.
The allocation of the consideration transferred is as follows:
Cash
Total purchase price

$
$

Accounts receivable
Customer relationships
Cylinders and trucks
Accounts payable assumed
Total purchase price allocation

$

Goodwill

$

$

All goodwill recorded as part of the purchase price allocations is currently anticipated to be tax deductible.
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2,500,000
2,500,000
455,705
250,000
377,655
(316,333 )
767,027
1,732,973

The following unaudited proforma financial information presents the consolidated results of operations of the Company with NG Enterprises Acquisition, LLC, MWS Green
Arc Acquisition, LLC, Trico Welding Supplies, Inc., Paris Oxygen Company, Latex Welding Supply, Inc., United Welding Specialties of Longview, Inc., Tyler Welders
Supply, Cylinder Solutions and Complete Cutting and Welding Supplies for the three months ended March 31, 2019 and 2018, as if the above discussed acquisitions had
occurred on January 1, 2018 instead of January 19, 2018, February 16, 2018, April 3, 2018, October 17, 2018, October 22, 2018, October 26, 2018, January 16, 2019, February
15, 2019 and February 22, 2019, respectively. The proforma information does not necessarily reflect the results of operations that would have occurred had the entities been a
single company during those periods.
For the three months ended March 31,
2019
2018
5,511,277
5,610,443
2,602,899
2,133,753
(8,270,649)
(3,625,901)
(8,299,952)
(3,780,891)
15,389,825
317,535
(0.54)
(11.91)

Revenues
Gross Profit
Operating Loss
Net Loss
Weighted Average Common Stock Outstanding
Loss per Common Share – Basic and Diluted
NOTE 5 – NOTES PAYABLE

On February 22, 2019, the Company entered into a Cylinder Purchase Agreement with Guillermo Gallardo to purchase 10,000 gas cylinders. The Company made an initial
purchase of 1,000 cylinders on October 18, 2018 for $300,000. The Company purchased an additional 2,334 cylinders upon execution of this agreement for $700,200. The
Company agreed to purchase the remaining 6,666 cylinders for $1,999,800 over a period of two years. There is no interest associated with this agreement.
NOTE 6 - STOCKHOLDERS’ EQUITY
Reverse Stock Splits
On January 30, 2019, the Company filed an amendment to the Certificate of Incorporation to effect a one-for-twenty reverse split of the Company’s issued and outstanding
common stock which was effectuated on January 30, 2019.
The reverse stock splits did not modify the rights or preferences of the common stock. Proportional adjustments have been made to the conversion and exercise prices of the
Company’s outstanding common stock warrants, convertible notes, common stock options. The number of shares of common stock issuable under the Company’s equity
compensation plan was not impacted by the reverse split. The Company did not issue any fractional shares in connection with the reverse stock splits or change the par value per
share. Fractional shares issuable entitle shareholders, to receive a cash payment in lieu of the fractional shares without interest. All share and per share amounts for the common
stock have been retroactively restated to give effect to the reverse splits.
Common Shares Issued for Cash
January Securities Purchase Agreement
On January 11, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with one or more investors identified on the signature pages thereto (“Investors”).
Under the terms of the SPA, the Company issued an aggregate of 1,550,000 shares of the Company’s common stock, par value $0.001 per share (the “Common Stock”) and
warrants to purchase up to 1,550,000 shares of Common Stock (“Warrants”) (collectively, the “Transaction Securities”) as set forth on the Purchaser Signature Page attached to
the SPA, for a total gross purchase price of $4,340,000 (exclusive of the exercise of the Warrants) (the “Offering”). We received aggregate net proceeds of approximately
$4,029,600. The sale of the Common Stock at a price of $2.80 per share is was made pursuant to a prospectus supplement, which was filed with the Securities and Exchange
Commission (the “SEC”) on or about January 11, 2019, and accompanying base prospectus relating to the Company’s shelf registration statement on Form S-3 (File No. 333207928), which was declared effective by the SEC on June 15, 2016.
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February Underwriting Agreement
On February 8, 2019, the Company entered into an Underwriting Agreement (the “Underwriting Agreement”) with Maxim Group LLC (the “Underwriter”) to issue and sell an
aggregate of 10,800,000 shares (the “Shares”) of the Company’s common stock, par value $0.001 per share (“Common Stock”) and warrants to purchase an aggregate of up to
8,100,000 shares of Common Stock (the “Warrants”), in an underwritten public offering, for a total gross purchase price of $13,500,000. The combined price to the public in the
offering for each Share and accompanying Warrant to purchase 0.75 shares of Common stock is $1.25. The Shares and the Warrants can only be purchased together but will be
issued separately and will be immediately separable upon issuance. In addition, the Company granted the Underwriter an option to purchase, for a period of 30 days, up to an
additional 1,120,000 Shares and/or 840,000 Warrants (the “Option”). Net proceeds from the Offering were approximately $12,731,250, after deducting underwriting discounts
and estimated offering expenses and assuming no exercise of the Option. The offering was made pursuant to the Company’s registration statement on Form S-3 (Registration
Statement No. 333-207928), previously filed with the Securities and Exchange Commission (the “Commission”) and declared effective by the Commission on June 15, 2016,
and a prospectus supplement thereunder.
During the three months ended March 31, 2019, the Company received total proceeds of $17,840,000 and issued 12,350,000 common shares.
Common Shares Issued for Services
During the three months ended March 31, 2019, the Company issued 520,000 shares of common stock to consultants. The total fair value of these issuances during the three
months ended March 31, 2019 was $990,498 which was recognized as stock-based compensation during three months ended March 31, 2019.
NOTE 7 – PREFERRED STOCK
On March 8, 2019, the Company entered into a Purchase and Conversion Agreement (the “Agreement”) with an institutional investor for (a) the repurchase by the Company of
499 shares of its Series C Preferred Stock (the “Series C Preferred”) and 31,765 shares of its Series E Preferred Stock (the “Series E Preferred”) from the investor, in exchange
for an aggregate cash payment of $3,500,000, and (b) the conversion by the investor of 5,000 shares of Series E Preferred into 500,000 shares of common stock of the
Company, par value $0.001 per share (collectively, the “Transaction”).
Effective at closing, the classes of Series C Preferred and the Series E Preferred were cancelled and the Company no longer has any preferred shares of any class issued and
outstanding.
NOTE 8 – COMMON STOCK WARRANTS
On January 11, 2019, in conjunction with that certain Securities Purchase Agreement (“SPA”) entered into on the same date, the Company granted certain institutional investors
warrants to purchase up to 1,550,000 shares of Common Stock at an exercise price of $4.64 per warrant share.
On February 8, 2019, in conjunction with that certain Underwriting Agreement entered into on the same date, the Company granted certain investors warrants to purchase an
aggregate of up to 8,100,000 shares of Common Stock in an underwritten public offering. The exercise price of the warrants is $1.25 per warrant share.
NOTE 9 – SUBSEQUENT EVENTS
Securities Purchase Agreement
On May 3, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with one or more investors identified on the signature pages thereto (“Investors”). Under
the terms of the SPA, the Company issued an aggregate of $500,000 of shares of the Company’s common stock, par value $0.001 per share (the “ Common Stock”) and an
aggregate of $1,500,000 convertible debentures (“Debentures”) (collectively, the “Transaction Securities”) as set forth on the Purchaser Signature Page attached to the SPA, for
a total gross purchase price of $2,000,000 (the “Offering”). The Company received aggregate net proceeds of approximately $1,920,000. The Offering closed on May 3, 2019.
The sale of the Common Stock at a price of $0.46 per share is being made pursuant to a prospectus supplement, which was filed with the Securities and Exchange Commission
(the “SEC”) on or about May 3, 2019, and accompanying base prospectus relating to the Company’s shelf registration statement on Form S-3 (File No. 333-230854), which was
declared effective by the SEC on April 24, 2019. Additionally, the sale of the Debentures was made pursuant to an exemption from registration under Section 4(a)(2) of the
Securities Act of 1933, as amended.
For the period of April 1, 2019 through May 20, 2019, the Company issued 1,387,237 shares of common stock for services rendered with a fair value of $691,000.
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NOTE 10 - COMMITMENTS AND CONTINGENCIES
Litigation
Certain conditions may exist as of the date the consolidated financial statements are issued which may result in a loss to the Company, but which will only be resolved when one
or more future events occur or fail to occur. The Company assesses such contingent liabilities, and such assessment inherently involves an exercise of judgment. In assessing
loss contingencies related to legal proceedings that are pending against the Company, or unasserted claims that may result in such proceedings, the Company evaluates the
perceived merits of any legal proceedings or unasserted claims, as well as the perceived merits of the amount of relief sought or expected to be sought therein.
If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount of the liability can be estimated, then the estimated liability
would be accrued in the Company’s consolidated financial statements. If the assessment indicates that a potentially material loss contingency is not probable, but is reasonably
possible, or is probable but cannot be estimated, then the nature of the contingent liability and an estimate of the range of possible losses, if determinable and material, would
be disclosed.
Loss contingencies considered remote are generally not disclosed, unless they involve guarantees, in which case the guarantees would be disclosed. There can be no assurance
that such matters will not materially and adversely affect the Company’s business, financial position, and results of operations or cash flows.
It is possible that we may be subject to litigation or claims for indemnification in connection with the sale of our common stock in inadvertent unregistered transactions that
occurred in 2018. The SEC may determine to investigate the unregistered transactions in our common stock, which could subject us to potential enforcement actions by the SEC
under Section 5 of the Securities Act of 1933, as amended (the “Securities Act”) and may result in injunctive relief or the imposition of fines. In addition, it is possible that we
had other unregistered offers or sales of our common stock, other than the aforementioned inadvertent unregistered transactions that occurred in 2018, and we may be subject to
litigation or claims for indemnification in connection with any such offers or sales. If any such claims were to succeed, we might not have sufficient funds to pay the resulting
damages. There can be no assurance that the insurance coverage we maintain would cover any such expenses or be sufficient to cover any claims against us. In addition to the
monetary value of any claim, any litigation, regulatory action or governmental proceeding to which we are a party could adversely affect us by harming our reputation, diverting
the time and attention of management, and causing the Company to incur significant litigation expenses, which would all materially and adversely affect our business.
In addition, we may be a party to litigation matters involving our business, which operates within a highly regulated industry. On September 4, 2018, we received notice that a
law firm representing the estate of an individual who sustained life-ending injuries while working for an end user of our products had made a claim to our insurance carrier. The
matter is under investigation by the U.S. Department of Transportation and the Occupational Health and Safety Administration. The Company is still investigating the cause of
the accident and there have been no conclusive findings as of this time. It is unknown whether the final cause of the accident will be determined and whether those findings will
negatively impact Company operations or sales. The Company continues to be fully operational and transparent with all regulatory agencies.
In addition, on April 15, 2019, we received notice that a class action lawsuit was filed on behalf of our shareholders who purchased shares of the Company, f/k/a MagneGas
Applied Technology Solutions, Inc. from January 28, 2019 through February 12, 2019, inclusive. The lawsuit seeks to recover damages for the Company’s investors under the
federal securities laws. The litigation is in the early stages and it is unknown whether it will have a financial impact on the Company.
As of March 31, 2019, the Company has not accrued for any litigation contingency.
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NOTE 11 – LEASES
The Company currently has seventeen office leases. The first operating lease is for its welding supply store in Clearwater, FL, effective September 1, 2018, for ten years. The
initial lease rate was $6,728 per month with escalating payments. The second operating lease is for its welding supply store in Spring Hill, FL. This lease was effective May 1,
2018 and will end on April 30, 2019. The current lease rate is $1,338 per month. The third operating lease is for its welding supply store in Lakeland, FL, from March 31, 2016
through March 31, 2020. The initial lease rate was $2,100 per month with escalating payments. The fourth operating lease is for its welding supply store in Sarasota, FL, from
August 1, 2016 through July 31, 2021. The current lease rate is $1,700 per month. The fifth operating lease is for its welding supply store in Sulphur Springs, TX, from
February 1, 2019 through January 31, 2020. The current lease rate is $2,000 per month. The sixth operating lease is for its welding supply store in Woodland, CA, from April 4,
2018 through April 3, 2019. The current lease rate is $14,000 per month. The seventh operating lease is for its gas fill plant in Flint, TX, from August 24, 2015 through August
23, 2020. The current lease rate is $900 per month. The eighth operating lease is for its storage facility in Flint, TX, from August 1, 2016 through August 23, 2020. The current
lease rate is $5,500 per month. The ninth operating lease is for its welding supply store in Shreveport, LA, from December 1, 2015 through May 31, 2021. The initial lease rate
was $2,846 per month with escalating payments. The tenth operating lease is for its welding supply store in Palestine, TX, from August 13, 2015 through August 12, 2020. The
current lease rate is $1,800 per month. The eleventh operating lease is for its welding supply store in Paris, TX, from October 18, 2018 through October 17, 2020. The current
lease rate is $3,000 per month. The twelfth operating lease is for its welding supply store in Longview, TX, from October 27, 2018 through October 26, 2020. The current lease
rate is $2,000 per month. The thirteenth operating lease is for its cylinder repair shop in Tyler, TX, from February 16, 2019 through February 15, 2020. The current lease rate is
$2,500 per month. The fourteenth operating lease is for its welding supply store in Tyler, TX, from January 17, 2019 through January 16, 2020. The current lease rate is $6,500
per month. The fifteenth operating lease is for its welding supply store in Compton, CA, from February 22, 2019 through October 31, 2026. The current lease rate is $29,400
per month. The sixteenth operating lease is for its welding supply store in Pomona, CA, from February 22, 2019 through October 31, 2026. The current lease rate is $11,200 per
month. The seventeenth operating lease is for its welding supply store in Oxnard, CA, from February 22, 2019 through February 1, 2020. The initial lease rate was $3,394 per
month with escalating payments. The Company has no other operating with terms greater than 12 months. Financing leases were deemed immaterial.
The Company adopted ASC Topic 842, Leases (“ASC Topic 842”) effective January 1, 2019 using the prospective approach. In addition, the Company elected not to apply
ASC Topic 842 to arrangements with lease terms of 12 months or less. On January 1, 2019, upon adoption of ASC Topic 842, the Company recorded right-of-use asset of
$3,824,919, lease liability of $3,824,919 and eliminated deferred rent of $0. The Company determined the lease liability using the Company’s estimated incremental borrowing
rate of 8.0% to estimate the present value of the remaining monthly lease payments.
Right-of-use assets is summarized below:

Clearwater, FL Store
Spring Hill, FL Store
Lakeland, FL Store
Sarasota, FL Store
Sulphur Springs, TX Store
Flint, TX Fill Plant
Flint, TX Store
Shreveport, LA Storage
Palestine, TX Store
Paris, TX Store
Longview, TX Store
Tyler, TX Repair Shop
Tyler, TX Store
Compton, CA Store
Pomona, CA Store
Oxnard, CA Store
Woodland, CA Store
Less accumulated amortization
Right-of-use asset, net

$

$

March 31, 2019
545,933
5,297
31,914
47,785
23,145
16,911
104,286
106,352
33,823
61,607
41,071
31,239
81,223
2,046,331
779,555
39,277
41,722
(212,553 )
3,824,919

During the three months ended March 31, 2019, the Company recorded $153,631 as rent expense to the right-of-use assets. The weighted average remaining life is 6.15 years.
Lease liability is summarized below:

Total lease liability
Less: short term portion
Long term portion

$
$

March 31, 2019
3,824,919
(641,587 )
3,183,332

Maturity analysis under the lease agreement is as follows:
Nine months ending December 31, 2019
Year ending December 31, 2020
Year ending December 31, 2021
Year ending December 31, 2022
Year ending December 31, 2023
Year ending December 31, 2024

$

Year ending December 31, 2025
Year ending December 31, 2026
Year ending December 31, 2027
Year ending December 31, 2028
Total
Less: Present value discount
Lease liability

$
$
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747,527
773,317
600,171
567,941
567,941
567,941
567,941
486,741
80,741
53,827
5,014,086
(1,189,168)
3,824,919

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
The following is a “safe harbor” statement under the Private Securities Litigation Reform Act of 1995. Statements contained in this document that are not based on historical
facts are “forward-looking statements.” This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this Form 10-Q
contain forward-looking statements. Forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance and underlying
assumptions that are not statements of historical facts. This document and any other written or oral statements made by us or on our behalf may include forward-looking
statements, which reflect our current views with respect to future events and financial performance. We may, in some cases, use words such as “project,” “believe,”
“anticipate,” “plan,” “expect,” “estimate,” “intend,” “continue,” “should,” “would,” “could,” “potentially,” “will,” “may” or similar words and expressions that convey
uncertainty of future events or outcomes to identify these forward-looking statements.
The forward-looking statements in this document are based upon various assumptions, many of which are based on management’s discussion and analysis or plan of operations
and elsewhere in this Report. Although we believe that these assumptions were reasonable when made, these statements are not guarantees of future performance and are subject
to certain risks and uncertainties, some of which are beyond our control, and are difficult to predict. Actual results could differ materially from those expressed in forwardlooking statements. Readers are cautioned not to place undue reliance on any forward-looking statements, which reflect management’s view only as of the date of this Report.
Overview
We are a technology-based company that is focused on addressing the global constraints on natural resources, including fuel and water. Our two core technology applications –
renewable fuel gasification and water decontamination/sterilization – are derived from our patented and proprietary Plasma Arc Flow System. The Plasma Arc Flow System
works by generating a combination of electric current, heat, ultraviolet light and ozone, that affects the feedstock run through the system to create a chosen outcome, depending
on whether the system is in “gasification mode” or “sterilization mode”. We use our Plasma Arc Flow System to make MagneGas, but it has the ability to gasify many forms of
liquids and liquid waste such as used vegetable, soybean or motor oils, certain types of liquified biomass, ethylene glycol and can be used to sterilize bio-contaminants in waste
and decontaminate water.
Gasification Mode – MagneGas Cutting Fuel
When the Plasma Arc Flow System is in “gasification mode” and the appropriate feedstock is passed through the system in a closed loop with constant recirculation (to achieve
the maximum possible gasification rates), it creates a renewable, hydrogen-based synthetic fuel we call “MagneGas”. We sell MagneGas as a metal cutting fuel as an alternative
product to acetylene, which is the most commonly used metal fuel globally, but also happens to be a non-renewable fossil fuel-based metal cutting fuel. Alternatively,
MagneGas is a cleaner, renewable fuel alternative that creates a flame up to 85% hotter than acetylene and cuts metal up to 38% faster than acetylene, while maintaining a
comparable price. The use of MagneGas is nearly identical to acetylene (it merely requires a different welding tip and a regulator) making it easy for end-users to adopt our
product with limited training. After production, the MagneGas is stored in hydrogen cylinders which are then sold to market on a rotating basis.
Over the last several years we have acquired and maintain a retail distribution network, which allows us to sell and transport MagneGas to customers in various metalworking
industries. Since 2017, we have doubled the range we are able to distribute MagneGas and are now able to more efficiently address markets within a 500-mile radius of our
production hubs in Florida and Texas. Within the next two years, we plan to create two production hubs in California to serve the western United States. Finally, we have and
intend to continue to acquire complementary gas and welding supply distribution businesses in order to expand the distribution and use of MagneGas, other industrial gases and
related equipment. We have sold to over 30,000 customers in the public and private sectors.
Sterilization Mode
When the Plasma Arc Flow System is in “sterilization mode”, the system may process any number of liquified waste streams. In most cases we pass the selected waste stream
through the system a limited number of times to achieve the maximum sterilization/decontamination effect on the waste stream. Sterilization mode also produces modest
amounts of gas as a byproduct. Our proprietary combination of electric current, heat, ultraviolet light and ozone has shown an ability to eliminate up to 99.9% of EPA and
USDA regulated pathogens such as e-coli and fecal coliform. We also believe our technology has the capability to eliminate cyanobacteria commonly referred to as “blue-green
algae” and are currently conducting tests to verify that capability.
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The Plasma Arc Flow System forces a high-volume flow of liquid waste through a submerged plasma arc existing between carbon electrodes, a process which sterilizes the biocontaminants within the waste without requiring any chemical disinfecting agents. The Plasma Arc Flow System also releases a clean burning fuel as a byproduct of the
decontamination and sterilization process, which can be used to offset some energy consumption. Because our Plasma Arc Flow Systems are available in various sizes from
50kW to 500kW, they are applicable to a broad array of end-users, including: (i) large consumers of cutting fuels (construction companies, shipbuilders, heavy industry) who
desire a safer, renewable, and efficient alternative to acetylene and propane, (ii) producers of contaminated waste streams (commercial manufacturers, farming operations,
chemical producers, etc.) who either desire to or are mandated by law to treat agricultural, pharmaceutical, industrial or manufacturing waste streams prior to release into the
ecosystem and (iii) local, state or federal governments, desirous of decontaminating water sources or reclaiming waste water that is otherwise unusable.
During 2019 and 2018, as part of our retail growth strategy, we acquired a number of businesses with large customer bases through which we now offer our proprietary
MagneGas product in addition to other gases and welding supplies. The majority of our retail locations are in Texas and California, which we believe are the two top markets for
consumption of metal cutting fuels and related supplies. We also have locations in Florida and Louisiana. We also market, for sale and licensure, our proprietary plasma arc
technology for gasification and the processing of liquid waste and have developed a global network of brokers to sell the Plasma Arc Flow System.
Subsequent Events
On May 3, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with one or more investors identified on the signature pages thereto (“Investors”). Under
the terms of the SPA, the Company issued an aggregate of $500,000 of shares of the Company’s common stock, par value $0.001 per share (the “ Common Stock”) and an
aggregate of $1,500,000 convertible debentures (“Debentures”) (collectively, the “Transaction Securities”) as set forth on the Purchaser Signature Page attached to the SPA, for
a total gross purchase price of $2,000,000 (the “Offering”). The Company received aggregate net proceeds of approximately $1,920,000. The Offering closed on May 3, 2019.
The sale of the Common Stock at a price of $0.46 per share is being made pursuant to a prospectus supplement, which was filed with the Securities and Exchange Commission
(the “SEC”) on or about May 3, 2019, and accompanying base prospectus relating to the Company’s shelf registration statement on Form S-3 (File No. 333-230854), which was
declared effective by the SEC on April 24, 2019. Additionally, the sale of the Debentures was made pursuant to an exemption from registration under Section 4(a)(2) of the
Securities Act of 1933, as amended.
For the period of April 1, 2019 through May 20, 2019, the Company issued 1,387,237 shares of common stock for services rendered with a fair value of $691,000.
Results of Operations
Comparison for the three months ended March 31, 2019 and 2018
Revenues
For the three months ended March 31, 2019 and 2018 we generated revenues of $4,913,332 and $1,171,753, respectively. The 319% increase in revenue was due primarily to
acquisitions completed in the past year and organic sales growth in the area of pre-existing operations. The Company expanded through acquisition into the markets in
California. This expansion contributed $1,754,476 in revenue during the period. The Company also expanded through acquisition into the Texas/Louisiana markets. This
expansion contributed $2,243,982 in revenue during the period.
For the three months ended March 31, 2019 and 2018 cost of revenues were $2,680,815 compared to $757,874, respectively. For the three months ended March 31, 2019 and
2018, we generated a gross profit of $2,232,517 compared to $413,879. Gross margins for the three months ended March 31, 2019 and 2018 were 45% and 35%, respectively.
The incline in gross margins was primarily due to improved buying power and economies of scale gained through recent acquisitions.
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Operating Expenses
Operating costs for the three months ended March 31, 2019 and 2018 were $8,396,281 and $3,314,357, respectively. The increase in our operating costs in 2019 was primarily
attributable to significant capital markets activity and acquisitions completed during the period. The Company incurred significant legal, accounting, consulting and other
advisory expenses related to both capital raising and acquisitions during the period. In additions, during the three months ended March 31, 2019 we recognized a non-cash
charge of $809,862 in stock-based compensation for employees, compared to $117,019 in the comparable three months ended March 31, 2018, common stock issued for
services of $1,065,451 for the three months ended March 31, 2019, compared to $412,699 in the comparable three months ended March 31, 2018. Other non-cash operating
expenses were due to depreciation and amortization charges of $432,050 for the three-month period ended March 31, 2019, compared to $159,211 for the three months ended
March 31, 2018.
In the current quarter, as in prior quarters, we selectively used common stock as a method of payment for certain services, primarily the advertising and promotion of the
technology to increase investor and customer awareness and as incentive to its key employees and consultants. We expect to continue these arrangements, though due to a
stronger operating position, this method of payment may become limited to employees.
Net Loss
Our operating results for the three months ended March 31, 2019 have recognized losses in the amount of $6,162,398 compared to $3,019,441 for the three months ended March
31, 2018. The increase in our loss was primarily attributable to acquisition and integration expenses along with the repurchase of the Preferred classes of stock. Going forward,
the Company does not anticipate such expenses, as there is no convertible preferred equity, and all remaining convertible securities have clearly defined repayment terms that
avoid such expenses in the future.
Liquidity and Capital Resources
As of March 31, 2019, the Company had cash of $356,512 and has reported a net loss of $6,162,398 and has used cash in operations of $3,577,328 for the quarter ended March
31, 2019. Partly offsetting our negative cash flows, as of March 31, 2019 the Company had a positive working capital position of $204,651, and a stockholder’s equity balance
of $32,622,820. As a result of the Company’s negative cash flow generation, there is substantial doubt about the Company’s ability to continue as a going concern within one
year from the issuance date of the financial statements.
The ability of the Company to continue as a going concern is dependent upon its ability to further implement its business plan and generate sufficient revenue and its ability to
raise additional funds by way of public or private offerings or through the use of indebtedness.
Historically, the Company has financed its operations through equity and debt financing transactions and expects to continue incurring operating losses for the foreseeable
future. The Company’s plans and expectations for the next 12 months may include raising additional capital to help fund commercial operations, make select acquisitions, and
new product development. The Company utilizes cash in its operations of approximately $1,190,000 per month.
The Company has recently gained sufficient scale in revenues and gross income that are expected to significantly improve its ability to funds it operations. Management
believes that the Company will be increasingly able to independently support its growth without reliance on additional outside capital, but may be required from time to time to
raise additional capital through either equity offering or indebtedness.
If these sources do not provide the capital necessary to fund our operations during the next twelve months from the date of this report, we may need to curtail certain aspects of
our operations or expansion activities, consider the sale of our assets or consider other means of financing. We can give no assurance that we will be successful in implementing
our business plan and obtaining financing on terms advantageous to us or that any such additional financing would be available to us.
Cash Flows from Operations
Cash flows from continuing operations for operating, financing and investing activities for the three months ended March 31, 2019 and 2018 are summarized in the following
table:

Operating activities
Investing activities
Financing activities

$

Net (decrease) increase in cash from continuing operations

$
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Three Months Ended March 31,
2019
2018
(unaudited)
(3,577,328)
$
(2,394,909)
(11,311,851)
(3,382,901)
13,646,955
7,294,240
(1,242,225)

$

1,516,430

For the three months ended March 31, 2019, we used cash of $3,577,328 in operations in 2019 and used cash of $2,394,909 in operations in 2018. Our cash use for 2019 was
primarily attributable to cash used to reduce vendor balances, accrued expenses and other short-term liabilities. Our cash use for 2018 was primarily attributable to general
corporate needs, acquisitions, the overhaul of our capital structure, and organic growth initiatives. During the three months ended March 31, 2019, cash used by investing
activities consisted of $11,311,851 primarily due to the acquisition of all of the stock of two companies and the assets of another company and purchases of property and
equipment. During the three months ended March 31, 2018, cash used by investing activities consisted of $3,382,901. Cash provided by financing activities for the three months
ended March 31, 2019 was $13,646,955 as compared to cash provided by financing activities for the three months ended March 31, 2018 of $7,294,240. Our cash provided for
2019 was primarily attributable to the Securities Purchase Agreement completed January 11, 2019 and the Underwriting Agreement completed February 8, 2019. The net
decrease in cash during the three months ended March 31, 2019 was $1,242,225 as compared to a net increase in cash of $1,516,430 for the three months ended March 31, 2018.
Recent Accounting Standards
Included in the Note 3 to Financial Statements.
Critical Accounting Policies
Our significant accounting policies are presented in this Report in our Notes to financial statements, which are contained in this Quarterly Report. The significant accounting
policies that are most critical and aid in fully understanding and evaluating the reported financial results include the following:
We prepare our financial statements in conformity with U.S. GAAP. These principles require management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Management believes that these estimates are reasonable and have been discussed with our Board of Directors (the “Board”); however, actual results could
differ from those estimates.
We issue restricted stock to consultants for various services. Cost for these transactions are measured at the fair value of the consideration received or the fair value of the equity
instruments issued, whichever is more reliably measurable. The value of the common stock is measured at the earlier of (i) the date at which a firm commitment for
performance by the counterparty to earn the equity instruments is reached or (ii) the date at which the counterparty’s performance is complete.
Long-lived assets such as property, equipment and identifiable intangibles are reviewed for impairment whenever facts and circumstances indicate that the carrying value may
not be recoverable. When required, impairment losses on assets to be held and used are recognized based on the fair value of the asset. The fair value is determined based on
estimates of future cash flows, market value of similar assets, if available, or independent appraisals, if required. If the carrying amount of the long-lived asset is not recoverable
from its undiscounted cash flows, an impairment loss is recognized for the difference between the carrying amount and fair value of the asset. When fair values are not available,
we estimate fair value using the expected future cash flows discounted at a rate commensurate with the risk associated with the recovery of the assets.
The Company adopted ASC 606 effective January 1, 2018 using the modified retrospective method which would require a cumulative effect adjustment for initially applying
the new revenue standard as an adjustment to the opening balance of retained earnings and the comparative information would not require to be restated and continue to be
reported under the accounting standards in effect for those periods.
Based on the Company’s analysis, the Company did not identify a cumulative effect adjustment for initially applying the new revenue standards.
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The Company principally generates revenue through three processes: (1) the sale of MagneGas fuel for metal cutting and through the sales of other industrial and specialty gases
and related products through our wholly owned subsidiaries, (2) by providing consulting services and (3) through the sales of our Plasma Arc Flow Systems. The Company’s
revenue recognition policy for the year ending December 31, 2018 is as follows:
●

Revenue for metal-working fuel, industrial gases and welding supplies is recognized when performance obligations of the sale are satisfied. The majority of the
Company’s terms of sale have a single performance obligation to transfer products. Accordingly, the Company recognizes revenue when control has been transferred to
the customer, generally at the time of shipment of products. Under the previous revenue recognition accounting standard, the Company recognized revenue upon transfer
of title and risk of loss, generally upon the delivery of goods.

●

The Company applies the five-step process outlined in ASC 606 when recognizing revenue with regards to consulting services:

●

○

The Company enters into a written consulting agreement with a customer to provide professional services and has an enforceable right to payment for its
performance completed to date;

○

All of the promised services are identified to determine whether those services represent performance obligations;

○

In consideration for the services to be rendered, the Company expects to receive incremental payments during the term of the agreement;

○

Payments are estimated for each performance obligation and allocated in accordance with payment terms; and

○

Typically, consulting services contracts will follow a similar pattern of recognition as legacy GAAP. The nature of the consulting services is such that the customer
will receive benefits of the Company’s performance only when the customer receives the professional services. Consequently, the entity recognizes revenue over
time by measuring the progress toward complete satisfaction of the performance obligation.

Revenue generated from sales of each Plasma Arc Flow Unit is recognized upon delivery. Significant deposits are required before production commences. These
deposits are classified as customer deposits.

The fair value of an embedded conversion option that is convertible into a variable amount of shares and warrants that include price protection reset provision features are
deemed to be “down-round protection” and, therefore, do not meet the scope exception for treatment as a derivative under Accounting Standards Codification (“ASC”) ASC
815 “Derivatives and Hedging”, since “down-round protection” is not an input into the calculation of the fair value of the conversion option and warrants and cannot be
considered “indexed to the Company’s own stock” which is a requirement for the scope exception as outlined under ASC 815. The accounting treatment of derivative financial
instruments requires that we record the embedded conversion option and warrants at their fair values as of the inception date of the agreement and at fair value as of each
subsequent balance sheet date. Any change in fair value is recorded as non-operating, non-cash income or expense for each reporting period at each balance sheet date.
We reassess the classification of our derivative instruments at each balance sheet date. If the classification changes as a result of events during the period, the contract is
reclassified as of the date of the event that caused the reclassification. As a result of entering into a convertible credit facility for which such instruments contained a variable
conversion feature with no floor, we have adopted a sequencing policy in accordance with ASC 815-40-35-12 whereby all future instruments may be classified as a derivative
liability with the exception of instruments related to share-based compensation issued to employees.
The Black-Scholes option valuation model was used to estimate the fair value of the warrants and conversion options. The model includes subjective input assumptions that can
materially affect the fair value estimates. We determined the fair value of the Binomial Lattice Model and the Black-Scholes Valuation Model to be materially the same. The
expected volatility is estimated based on the most recent historical period of time equal to the weighted average life of the warrants. Conversion options are recorded as debt
discount and are amortized as interest expense over the life of the underlying debt instrument.
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Goodwill and Indefinite-lived Assets
We have recorded goodwill and other indefinite-lived assets in connection with our acquisitions. Goodwill, which represents the excess of acquisition cost over the fair
value of the net tangible and intangible assets of the acquired company, is not amortized. Indefinite-lived intangible assets are stated at fair value as of the date acquired in a
business combination. The recoverability of goodwill is evaluated at least annually and when events or changes in circumstances indicate that the carrying amount may not be
recoverable.
We analyze goodwill first to assess qualitative factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying
amount as a basis for determining whether it is necessary to perform a detailed goodwill impairment test as required. The more-likely-than-not threshold is defined as having a
likelihood of more than 50%.
Events and circumstances for an entity to consider in conducting the qualitative assessment are:
●

Macroeconomic conditions such as a deterioration in general economic conditions, limitations on accessing capital, fluctuations in foreign exchange rates, or other
developments in equity and credit markets.

●

Industry and market considerations such as a deterioration in the environment in which an entity operates, an increased competitive environment, a decline in
market-dependent multiples or metrics (considered in both absolute terms and relative to peers), a change in the market for an entity’s products or services, or a
regulatory or political development.

●

Cost factors such as increases in raw materials, labor, or other costs that have a negative effect on earnings and cash flows.

●

Overall financial performance such as negative or declining cash flows or a decline in actual or planned revenue or earnings compared with actual and projected
results of relevant prior periods.

●

Other relevant entity-specific events such as changes in management, key personnel, strategy, or customers, contemplation of bankruptcy, or litigation.

●

Events affecting a reporting unit such as a change in the composition or carrying amount of its net assets, a more-likely-than-not expectation of selling or disposing
of all, or a portion, of a reporting unit, the testing for recoverability of a significant asset group within a reporting unit, or recognition of a goodwill impairment loss
in the financial statements of a subsidiary that is a component of a reporting unit.

●

If applicable, a sustained decrease in share price (considered in both absolute terms and relative to peers).

Management has evaluated goodwill currently carried on the balance sheet and has evaluated the outlook for profitability and the ability for the recently acquired businesses to
support the value of the goodwill on a go forward basis. Management completed this evaluation using two distinct business units, the water decontamination business and the
fuel business. The water decontamination business operates at a loss and has no goodwill. The fuel business, which includes all of the welding supply stores, operates at a profit
and has all of the goodwill. The Company believes that the business prospects and financial outlook for the businesses with the associated goodwill, adequately supports the
carried value of the goodwill at this time. Management will continue to evaluate goodwill for potential impairment in subsequent periods.
Off-balance Sheet Arrangements
We have no off-balance sheet arrangements.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
The Company is a “Smaller Reporting Company” as defined by § 229.10(f)(1) and is not required to provide the information required by this Item.
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Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures
In connection with the preparation of this report, an evaluation was carried out by the Company’s management, with the participation of the chief executive officer and chief
financial officer of the effectiveness of the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934 (“Exchange Act”)) as of March 31, 2019. Disclosure controls and procedures are designed to ensure that information required to be disclosed in reports filed or submitted
under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the Commission’s rules and forms, and that such information is
accumulated and communicated to management, including the chief executive officer and the chief financial officer, to allow timely decisions regarding required disclosures.
During the evaluation of disclosure controls and procedures as of March 31, 2019, management concluded that Company’s disclosure controls and procedures were not
effective.
Notwithstanding the existence of these material weaknesses, management believes that the consolidated financial statements in this report on Form 10-Q fairly present, in all
material respects, the Company’s financial condition as reported, in conformity with United States Generally Accepted Accounting Principles (“GAAP”).
Management’s Report on Internal Control over Financial Reporting
Management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 13a-15(f) and 15d-15(f) of the
Exchange Act. The Company’s internal control over financial reporting is a process, under the supervision of the chief executive officer and chief financial officer, designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of the Company’s financial statements for external purposes in accordance with
GAAP. Internal control over financial reporting includes those policies and procedures that:
●

Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the Company’s assets;

●

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of the financial statements in accordance with GAAP, and that receipts
and expenditures are being made only in accordance with authorizations of management and the board of directors; and

●

Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may
deteriorate.
Management has not completed a proper evaluation, risk assessment and monitoring of the company’s internal controls over financial reporting as of March 31, 2019, based on
criteria established in Internal Control – Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”). As a
result, management has concluded controls were not effective and identified material weaknesses in internal control over financial reporting.
A material weakness is a control deficiency, or a combination of deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a
material misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a timely basis.
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The material weaknesses identified are disclosed below:
Failure to Segregate Duties. Management has not maintained adequate segregation of duties within the Company due to its reliance on a few individuals to fill multiple
roles and responsibilities. Our failure to segregate duties has been a material weakness for the period covering this report.
Sufficiency of Accounting Resources. The Company has limited accounting personnel to prepare its financial statements and handle complex accounting transactions.
The insufficiency of our accounting resources has been a material weakness for the period covering this report.
Evaluation. The Company did not perform a proper evaluation, risk assessment or monitor their internal controls over financial reporting.
As a result of the material weaknesses in internal control over financial reporting described above, the Company’s management has concluded that, as of March 31, 2019, the
Company’s internal control over financial reporting was not effective based on the criteria in Internal Control – Integrated Framework issued by the COSO.
This report does not include an attestation report of the Company’s independent registered public accounting firm regarding internal control over financial reporting. We were
not required to have, nor have we, engaged the Company’s independent registered public accounting firm to perform an audit of internal control over financial reporting
pursuant to the rules of the Securities and Exchange Commission that permit us to provide only management’s report in this annual report.
Changes in Internal Controls over Financial Reporting
There has been no change in our internal control over financial reporting identified in connection with the evaluation required by paragraph (d) of Rule 13a-15 or 15d-15 under
the Exchange Act that occurred during the quarter ended March 31, 2019 that has materially affected or is reasonably likely to materially affect our internal control over
financial reporting.
PART II - OTHER INFORMATION
Item 1. Legal Proceedings.
The Company is involved in certain claims and pending litigation arising from the normal conduct of business. Many of these claims are covered in whole or in part by
insurance. Based on knowledge of the facts and, in certain cases, opinions of outside counsel, management believes that adequate provisions have been made for probable losses
with respect to the resolution of all such claims and pending litigation and that the ultimate outcome, after provisions therefor, will not have a material adverse effect on the
financial condition of the Company, but could have a material effect on the results of operations in a given quarter or year.
Item 1A. Risk Factors.
Risks Relating to Our Business
We can provide no assurance that our Common Stock will continue to meet Nasdaq listing requirements.
On May 7, 2018, we received a notice from Nasdaq indicating that the Common Stock was subject to potential delisting from Nasdaq because for a period of 30 consecutive
business days, the bid price of the Common Stock had closed below the minimum $1.00 per share requirement for continued inclusion under Nasdaq Marketplace Rule 5550(a)
(2) (the “Bid Price Rule”). The notification had no immediate effect on the listing or trading of the Common Stock on Nasdaq. Nasdaq stated in its letter that in accordance with
the Nasdaq listing requirements, the Company has been provided an initial period of 180 calendar days, or until November 5, 2018, to regain compliance. The letter states that
the Nasdaq Staff will provide written notification that the Company has achieved compliance with the minimum bid price listing requirement if at any time before November 5,
2018, the bid price of the Common Stock closes at $1.00 per share or more for a minimum of ten consecutive business days. On November 6, 2018, the Company was informed
by NASDAQ Listing Qualifications Staff that the Company’s request for an additional 180-day period, or until May 6, 2019, was granted. On May 7, 2019, the Company
received notice that it failed to regain compliance with the Bid Price Rule and that its Common Stock will be delisted, unless it is successful in appealing Nasdaq’s
determination.
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The Company has appealed the Staff’s determination to a Hearings Panel (the “Panel”), pursuant to the procedures set forth in the Nasdaq Listing Rule 5800 Series. The hearing
request stays the suspension of the Company’s securities and the filing of the Form 25-NSE pending the Panel’s decision for an indeterminable amount of time.
If we are unable to meet these requirements and are not successful in our appeal, our Common Stock will be delisted from Nasdaq. If our Common Stock is delisted from
Nasdaq, our Common Stock could continue to trade on the OTCQB or similar marketplace following any delisting from Nasdaq. Any such delisting of our Common Stock
could have an adverse effect on the market price of, and the efficiency of the trading market for, our Common Stock, not only in terms of the number of shares that can be
bought and sold at a given price, but also through delays in the timing of transactions and less coverage of us by securities analysts, if any. Also, if in the future we were to
determine that we need to seek additional equity capital, it could have an adverse effect on our ability to raise capital in the public or private equity markets. Any of these
changes could cause the value of our shareholders’ investments to decline.
We have a significant amount of goodwill and other intangible assets on our balance sheet that are subject to periodic impairment evaluations; an impairment of our
goodwill or other intangible assets may have a material adverse impact on our financial condition and results of operations.
As of March 31, 2019, we had goodwill and other intangible assets of $16,812,348, which represented approximately 38% of our total assets. Accounting standards require us to
test goodwill for impairment annually, and more frequently when events or changes in circumstances indicate impairment may exist. There can be no assurance that reviews of
our goodwill and other intangible assets will not result in impairment charges. Although it does not affect cash flow, an impairment charge does have the effect of decreasing
our earnings, assets and shareholders’ equity. Factors that could indicate our goodwill or intangible assets are impaired include a decline in our stock price and market
capitalization or lower than projected operating results and cash flows. Our stock price historically has shown volatility and often fluctuates significantly in response to market
and other factors. Declines in our stock price or lower operating results could increase the risk of impairment. If we determine that further impairment exists, it may result in a
significant non-cash charge to earnings and lower stockholders’ equity.
Pending and future litigation and government investigations may have a material adverse impact on our financial condition and results of operations.
From time to time, we have been subject to litigation. It is possible that we may be subject to litigation or claims for indemnification in connection with the sale of our common
stock in inadvertent unregistered transactions that occurred in 2018. The SEC may determine to investigate the unregistered transactions in our common stock, which could
subject us to potential enforcement actions by the SEC under Section 5 of the Securities Act of 1933, as amended (the “Securities Act”) and may result in injunctive relief or the
imposition of fines. In addition, it is possible that we had other unregistered offers or sales of our common stock, other than the aforementioned inadvertent unregistered
transactions that occurred in 2018, and we may be subject to litigation or claims for indemnification in connection with any such offers or sales. If any such claims were to
succeed, we might not have sufficient funds to pay the resulting damages. There can be no assurance that the insurance coverage we maintain would cover any such expenses or
be sufficient to cover any claims against us. In addition to the monetary value of any claim, any litigation, regulatory action or governmental proceeding to which we are a party
could adversely affect us by harming our reputation, diverting the time and attention of management, and causing the Company to incur significant litigation expenses, which
would all materially and adversely affect our business.
In addition, we may be a party to litigation matters involving our business, which operates within a highly regulated industry. On September 4, 2018, we received notice that a
law firm representing the estate of an individual who sustained life-ending injuries while working for an end user of our products had made a claim to our insurance carrier. The
matter is under investigation by the U.S. Department of Transportation and the Occupational Health and Safety Administration. The Company is still investigating the cause of
the accident and there have been no conclusive findings as of this time. It is unknown whether the final cause of the accident will be determined and whether those findings will
negatively impact Company operations or sales. The Company continues to be fully operational and transparent with all regulatory agencies.
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In addition, on April 15, 2019, we received notice that a class action lawsuit was filed on behalf of our shareholders who purchased shares of the Company, f/k/a MagneGas
Applied Technology Solutions, Inc. from January 28, 2019 through February 12, 2019, inclusive. The lawsuit seeks to recover damages for the Company’s investors under the
federal securities laws. The litigation is in the early stages and it is unknown whether it will have a financial impact on the Company.
For a discussion identifying additional risk factors and other important factors that could cause actual results to differ materially from those anticipated, see the discussions
under Part I, Item 1A, “Risk Factors” in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
During the first quarter of 2019, the Company issued 520,000 shares of restricted common stock to consultants and 1,634,002 shares of restricted common stock to certain
employees and members of the Board of Directors. The total value of these issuances was $990,498 and $1,039,225, respectively. These shares were partially amortized as
stock-based compensation during the three months ended March 31, 2019.
Item 3. Defaults Upon Senior Securities.
None
Item 4. Mine Safety Disclosures.
Not Applicable.
Item 5. Other Information.
None.
Item 6. Exhibits

Exhibit
Number
3.1
31.1
31.2
32.1*
32.2*
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Exhibit Description
Amendment No. 1 to Bylaws
Certification of Principal Executive Officer, pursuant to 18 U. S. C. Section 1350 as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer, pursuant to 18 U. S. C. Section 1350 as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Executive Officer, pursuant to 18 U. S. C. Section 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer, pursuant to 18 U. S. C. Section 1350 as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
XBRL Instance.
XBRL Schema.
XBRL Calculation.
XBRL Definition.
XBRL Label.
XBRL Presentation.

* In accordance with SEC Release 33-8238, Exhibits 32.1 and 32.2 are being furnished and not filed.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.
Taronis Technologies, Inc.
By:

/s/ Scott Mahoney
Scott Mahoney
Chief Executive Officer
(Principal Executive Officer)

Dated: May 20, 2019
By:

/s/ Timothy Hauck
Timothy Hauck
Chief Financial Officer
(Principal Financial and Accounting Officer)

Dated: May 20, 2019
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Exhibit 31.1
CERTIFICATION
OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Scott Mahoney, certify that:
1.

I have reviewed this Form 10-Q of Taronis Technologies, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods present in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13-a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financing reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involved management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: May 20, 2019
/s/ Scott Mahoney
Scott Mahoney
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION
OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Timothy Hauck, certify that:
1.

I have reviewed this Form 10-Q of Taronis Technologies, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods present in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13-a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financing reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5.

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involved management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: May 20, 2019
/s/ Timothy Hauck
Timothy Hauck
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION OF
PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this Quarterly Report of Taronis Technologies, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2019, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Scott Mahoney, Chief Executive Officer of the Company, certifies to the best of his knowledge, pursuant to 18
U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:
1. Such Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in such Report, fairly presents, in all material respects, the financial condition and results of operations of Taronis Technologies, Inc.
Date: May 20, 2019
/s/ Scott Mahoney
Scott Mahoney
(Principal Executive Officer)

Exhibit 32.2
CERTIFICATION OF
PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this Quarterly Report of Taronis Technologies, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2019, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Timothy Hauck, Interim Chief Financial Officer of the Company, certifies to the best of her knowledge, pursuant to
18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:
1. Such Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in such Report, fairly presents, in all material respects, the financial condition and results of operations of Taronis Technologies, Inc.
Date: May 20, 2019
/s/ Timothy Hauck
Timothy Hauck
(Principal Financial Officer)

