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On June 4, 2015, Vasomedical, Inc. (the "Company") filed a Current Report on Form 8-K (the "Original Form 8-K") reporting that on May 29, 2015, the Company
completed its purchase of all of the assets of NetWolves LLC and its affiliates ("NetWolves"). This Form 8-K/A amends the Original Form 8-K to include the
audited and unaudited historical financial statements of NetWolves and the pro forma condensed combined financial information required by Items 9.01(a) and
9.01(b) of Form 8-K that were excluded from the Original Form 8-K in reliance on the instructions to such items.

Item 9.01. Financial Statements and Exhibits.

(a)    Financial statements of businesses acquired. The audited financial statements of NetWolves for the years ended December 31, 2014 and 2013, are filed
herewith as Exhibit 99.1. The unaudited financial statements of NetWolves for the three months ended March 31, 2015 and 2014, are filed herewith as Exhibit
99.2. The consent of Marcum, LLP, NetWolves independent auditors, is attached as Exhibit 23.1 to this Form 8-K/A.

( b )    Pro forma financial information. The unaudited pro forma condensed combined financial information of the Company and NetWolves for the year ended
December 31, 2014 and as of and for the three months ended March 31, 2015 are filed herewith as Exhibit 99.3.
 
(d)     Exhibits

EXHIBIT INDEX

Exhibit Description
  

99.1 Audited financial statements of NetWolves for the years ended December 31, 2014 and 2013
99.2 Unaudited financial statements of NetWolves for the three months ended March 31, 2015 and 2014
99.3 Unaudited pro forma condensed combined financial information of the Company and NetWolves for the year ended December 31, 2014 and

as of and for the three months ended March 31, 2015
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

 VASOMEDICAL, INC.
 

Date: August 12, 2015 By:  /s/ Jun Ma
Name:  Jun Ma
Title:   President and Chief Executive Officer 
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Exhibit 99.1
 

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Members’ of
NetWolves, LLC and Subsidiaries

Report on the Financial Statements

We have audited the accompanying consolidated balance sheets of NetWolves, LLC and Subsidiaries as of December  31, 2014 and 2013, and the related
statements of income, changes in members’ deficit and cash flows for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We conducted our audits in accordance with auditing
standards as established by the Auditing Standards Board (United States) and in accordance with the auditing standards of the Public Company Accounting
Oversight Board (United States).  Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.  The procedures selected
depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of NetWolves, LLC and
Subsidiaries as of December 31, 2014 and 2013, and the results of its operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

/s/ Marcum LLP

Marcum LLP

Melville, NY
August 12, 2015
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NetWolves, LLC and Subsidiaries
 

CONSOLIDATED BALANCE SHEETS
 

December 31, 2014 and 2013
 

ASSETS
      
CURRENT ASSETS  2014   2013  

Cash and cash equivalents  $ 1,512  $ 695,905 
Accounts receivable, net of allowance for doubtful accounts         

of $154,010 and $123,672 respectively   1,008,997   1,414,098 
Prepaid expenses   41,901   8,787 

         
Total current assets   1,052,410   2,118,790 

         
PROPERTY AND EQUIPMENT, net   2,442,724   1,245,885 
         
PREPAID LICENSING COSTS, net of accumulated         

amortization of $531,766 and $398,824, respectively   6,828   139,769 
         
Deposits   48,782   60,943 
         
Total Assets  $ 3,550,744  $ 3,565,387 

         
LIABILITIES AND MEMBERS' DEFICIT

         
CURRENT LIABILITIES         

Bank overdraft  $ 180,000  $ 66,898 
Accounts payable   2,032,348   1,831,414 
Universal service charge payable   236,499   152,786 
Revolving line of credit   315,802   1,051,180 
Current portion of notes payable   238,909   - 
Accrued and other current liabilities   1,530,150   1,179,833 

Total current liabilities   4,533,708   4,282,111 
         
LONG-TERM LIABILITIES         
Notes payable, net of current portion   451,641   - 

Other taxes payable, net of current portion   57,995   99,850 
Total long-term liabilities   509,636   99,850 

         
TOTAL LIABILITIES   5,043,344   4,381,961 
         
COMMITMENTS AND CONTINGENCIES   -   - 
         
MEMBERS' DEFICIT   (1,492,600)   (816,574)
         
Total Liabilities & Members' Deficit  $ 3,550,744  $ 3,565,387 

 
See Notes to Consolidated Financial Statements.
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NetWolves, LLC and Subsidiaries
 

CONSOLIDATED STATEMENTS OF INCOME
 

For the years ended December 31, 2014 and 2013
      
  2014   2013  
       
Revenues  $ 29,571,582  $ 27,543,528 
         
Cost of revenues   17,604,882   16,823,143 
         
Gross profit   11,966,700   10,720,385 
         

Operating expenses         
Selling, general and administrative   11,663,546   10,486,557 

         
Operating income   303,154   233,828 

         
Other Income (expense), net         

Interest and other income, net   (3,859)   108,001 
         
Net income  $ 299,295  $ 341,829 

 

 
See Notes to Consolidated Financial Statements.
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NetWolves, LLC and Subsidiaries

 
CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS' DEFICIT

 
For the years ended December 31, 2014 and 2013

   
    
    

  
Members'

Deficit  
Balance, January 1, 2013  $ (1,013,506)
     
Distributions   (144,897)
     
Net income   341,829 
     
Balance, December 31, 2013   (816,574)
     
Distributions   (975,321)
     
Net income   299,295 
     
Balance, December 31, 2014  $ (1,492,600)

     
 
 

See Notes to Consolidated Financial Statements.
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NetWolves, LLC and Subsidiaries

 
CONSOLIDATED STATEMENTS OF CASH FLOWS

 
For the years ended December 31, 2014 and 2013

      
  2014   2013  
       
Cash flows from operating activities:       

Net income  $ 299,295  $ 341,829 
         
Adjustments to reconcile net income to net cash         

Depreciation and amortization   437,884   310,747 
Bad debt expense   119,609   88,504 
Changes in operating assets and liabilities:         

         
Accounts receivable   285,492   78,208 
Prepaid licensing cost   132,941   132,941 
Prepaid expenses   (33,114)   19,237 
Deposits   12,161   (11,536)
Accounts payable   200,933   (604,781)
Universal service charge   83,713   99,813 
Accrued and other current liabilities   308,463   170,408 
Net cash provided by operating activities   1,847,377   625,370 

         
Cash Flow from Investing Activities         

Purchase of equipment   (882,007)   (539,348)
         
Cash Flow from Financing Activities:         

Bank overdraft   113,102   66,899 
Repayments of notes payable   (62,166)   - 
(Repayments) borrowings on revolving line of credit, net   (735,378)   453,357 
Distributions to members   (975,321)   (144,897)
Net cash (used in) provided by  financing activities   (1,659,763)   375,359 

         
NET (DECREASE) INCREASE  IN CASH AND CASH EQUIVALENTS   (694,393)   461,381 
Cash and cash equivalents - beginning of the year   695,905   234,524 
Cash and cash equivalents - end of year  $ 1,512  $ 695,905 

         
SUPPLEMENTAL DISCLOSURE OF CASH INFORMATION         
Interest paid  $ 41,255  $ 31,632 

         
Income tax paid  $ -  $ - 

         
Equipment acquired through note payable  $ 752,716  $ - 

 
 
 

See Notes to Consolidated Financial Statements.
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
NOTE A – DESCRIPTION OF BUSINESS

NetWolves, LLC, (“NetWolves”)  a New York Limited Liability Company, was reorganized on September 1, 2008, and has the following wholly-owned
subsidiaries: NetWolves Network Services, LLC (“NNS”), NetWolves IP, LLC, NetWolves Managed Services, LLC (“NMS”) and TSG Global Education Web, LLC,
which was dissolved in 2013 ("TSG") (collectively, the “Company", or “we”, ‘us”, “our”).  Our operating and capital structure is governed by an operating
agreement and except as expressly provided by law and/or contractual obligations, our members do not have any personal liability for any of our obligations with
the exception of a personal guarantee by our majority member as disclosed in note F line of credit.

We are a global telecommunications and internet managed services provider offering a single-source network solution providing multi-carrier and multi-vendor
implementation to over 1,000 customers worldwide.  Our principal activity is to design, manage and deliver products and services allowing people and networks
to access the Internet and telecommunications networks, efficiently and cost effectively. In addition to the prevailing networking equipment, we also offer our
patented system technology to organizations with complex requirements, that our plug ‘n’ play perimeter office security platforms and secure remote monitoring
and management (“SRM2 TM”) system ideally solve.   Additionally, our advanced, centralized, reporting offers the ability for corporate executives to view, via the
Internet, both statistical and performance-based metrics for their global network.

We have achieved an offering of managed products and services that meet the necessary requirements for organizations to contract with a single source to attain
the benefits and flexibility of a wide variety of public data networks.  Additionally, we provide a variety of technologies, including our patented technology, to
provide a high level of security through an integrated approach to management, monitoring and interoperability for small and medium remote enterprise locations
(locations with less than 500 network users). We have a Managed Services Offering (MSO) that provides complete system solutions to organizations needing
cost-effective network security features such as firewall, virtual private networking, routing, content filtering, email and other services with Internet-based
expansion capabilities. Our patented system technology enables organizations to achieve corporate Information technology (IT) initiatives through the
deployment of easily installable perimeter office security platforms, coupled with SRM2 TM system.  SRM2 TM provides centralized management capabilities for
hundreds or thousands of remote locations without risking networking integrity because it has no requirement to open an administrative port on the remote
device, which is common network vulnerability

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied in the preparation of the consolidated financial statements are as follows:

Principles of Consolidation

The consolidated financial statements include the accounts of NetWolves, LLC and its wholly-owned subsidiaries. All subsidiaries are inactive and have
no operations. All significant intercompany accounts and transactions have been eliminated.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America (“U.S.
GAAP”) requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Significant estimates and assumptions relate to estimates of collectability of accounts receivable, universal service charge liability and lives assigned to
property and intangible assets. Actual results could differ from those estimates.

Revenue Recognition

We recognize revenue when all of the following criteria have been met:

•           Persuasive evidence of an arrangement exists;
•           Services have been rendered;
•           The fee for the arrangement is fixed or determinable; and
•           Collectability is reasonably assured.
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 

 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Persuasive Evidence of an Arrangement Exists -  We document all terms of an arrangement in a written contract signed by the customer prior to recognizing
revenue.
 
Delivery Has Occurred or Services Have Been Performed - We perform all services prior to recognizing revenue. Professional consulting services are
considered to be performed when the services are complete.

The Fee for the Arrangement is Fixed or Determinable - Before recognition of revenue, a customer’s fee is either fixed or determinable under the terms of the
written contract. Fees for most monthly services and professional consulting services are fixed under the terms of the written contract. Fees for certain monthly
services, including certain portions of networking, storage, and content distribution and caching services, are variable based on an objectively determinable factor
such as usage. Those factors are included in the written contract such that the customer’s fee is determinable. The customer’s fee is negotiated at the outset of
the arrangement and is not subject to refund or adjustment during the term of the arrangement.

Collectability is Reasonably Assured - We take steps to ensure that collectability is reasonably assured prior to recognizing revenue. Collectability is assessed
on a customer-by-customer basis based on criteria outlined by management. New customers are subject to a credit review process, which evaluates the
customer’s financial position and ultimately its ability to pay.

Shipping and Handling Costs

All shipping and handling expenses are charged to cost of sales.  Amounts billed to customers related to shipping and handling costs are included as a
component of sales. Shipping and handling costs relate to shipments of the Company’s equipment to customer locations. Title to this equipment does not pass to
the customer.

Cash and Cash Equivalents

Cash and cash equivalents represent cash and short-term, highly liquid investments with maturities of three months or less from the date of acquisition.
Dividend and interest income are recognized when earned.

Accounts Receivable, net

Our credit terms for our billings are generally net 30 days.  Accounts receivable are determined to be past due if payment is not made in accordance with
the terms of our contracts and receivables are written off when they are determined to be uncollectible.

We evaluate the allowance for doubtful accounts on a regular basis for adequacy.  The level of the allowance accounts and related bad debts are based
upon our review of the collectability of our receivables in light of historical experience, adverse situations that may affect the customer’s ability to repay, and
prevailing economic conditions.  This evaluation is inherently subjective as it requires estimates that are susceptible to significant revision as more information
becomes available.  We perform ongoing credit evaluations of our customers and generally do not require collateral as we believe we have collection measures
in place to limit the potential for significant losses.

Concentrations of Credit Risk

Financial instruments that potentially subject us to significant concentrations of credit risk consist primarily of trade accounts receivable, and cash and
cash equivalents.

The Company maintains cash balances in certain U.S. financial institutions, which, at times, may exceed the Federal Depository Insurance Corporation
(“FDIC”) coverage of $250,000.  The Company has not experienced any losses on these accounts and believes it is not subject to any significant credit risk on
these accounts.
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NetWolves, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Major improvements are capitalized and minor replacements,
maintenance and repairs are charged to expense as incurred. Upon retirement or disposal of assets, the cost and related accumulated depreciation are removed
from the consolidated balance sheets. Depreciation is expensed over the estimated useful lives of the assets, which range from two to eight years, on a straight-
line basis. We amortize leasehold improvements over the useful life of the related leasehold improvement or the life of the related lease, whichever is less.

Prepaid Licensing Costs

Prepaid licensing costs, which arise from costs incurred to perform an upgrade of our billing system in 2010 under the agreement discussed at Note I, are being
amortized over the term of such agreement using the straight line method. Amortization for prepaid licensing cost approximated $132,940 for the years ended
December 31, 2014 and 2013.
 
 Impairment of Long-lived Assets

The Company reviews the recoverability of all long-lived assets, including the related useful lives, whenever events or changes in circumstances indicate that
the carrying amount of a long-lived asset might not be recoverable. If required, the Company compares the estimated fair value determined by either the
undiscounted future net cash flows or appraised value to the related asset’s carrying value to determine whether there has been an impairment. If an asset is
considered impaired, the asset is written down to fair value, which is based either on discounted cash flows or appraised values in the period the impairment
becomes known.  No assets were determined to be impaired as of December 31, 2014 and 2013.

Income Taxes

Because we have elected to be taxed as a pass through entity, no provision or benefit for income taxes has been included in these consolidated financial
statements.  Rather, taxable income or loss passes through to, and is reportable by, our members on their personal tax returns.

Pursuant to the “Accounting for Uncertainty in Income Taxes”  topic of the Financial Accounting Standards Board Accounting Standards Codification (“FASB
ASC”) we are required to evaluate each of our tax positions to determine if they are more likely than not to be sustained if the taxing authority examines the
respective position.  A tax position includes an entity's status as a pass-through entity, and the decision not to file a tax return. We do not believe we have taken
any uncertain tax positions on any of our open income tax returns filed through the year ended December 31, 2014 that would require recognition in the
consolidated financial statements.  Our methods of accounting are based on established income tax principles approved in the Internal Revenue Code and/or
regulations of various state taxing authorities are properly calculated and reflected within our income tax returns.  In addition, we have filed income tax returns in
all applicable jurisdictions in which we had material nexus warranting a tax return filing. The Company recognizes interest and penalties if any as income tax
expense. Our federal and state income tax returns are currently open to audit under the statute of limitations by the Internal Revenue Service and/or various state
taxing authorities for the years ended December 31, 2011 through December 31, 2014.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, accounts receivable and accounts payable approximate fair value due to the short-term nature
and/or because the terms of certain obligations (e.g. our line of credit and long-term debt) are similar to terms we could currently negotiate.
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NetWolves, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Recently Issued Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09 “Revenue from contracts with customers”, a comprehensive new revenue recognition standard which will
supersede previous existing revenue recognition guidance. The standard creates a five-step model for revenue recognition that requires companies to exercise
judgment when considering contract terms and relevant facts and circumstances. The five-step model includes (1) identifying the contract, (2) identifying the
separate performance obligations in the contract, (3) determining the transaction price, (4) allocating the transaction price to the separate performance
obligations and (5) recognizing revenue when each performance obligation has been satisfied. The standard also requires expanded disclosures surrounding
revenue recognition. The standard is effective for fiscal periods beginning after December 15, 2017 and allows for either full retrospective or modified
retrospective adoption. The Company is currently evaluating the impact of the adoption of this standard on its Consolidated Financial Statements.

 
In August 2014, the FASB issued ASU 2014-15 Disclosure  of Uncertainties about an Entity’s Ability to Continue as a Going Concern. The standard  will

require management to assess an entity’s ability to continue as a going concern, and to provide related footnote disclosures in certain circumstances. In
connection with each annual and interim period, management will assess if there is substantial doubt about an entity’s ability to continue as a going concern
within one year after the issuance date .The new standard defines substantial doubt and provides example indicators. The definition of substantial doubt
incorporates a likelihood threshold of “probable” similar to the current use of that term in U.S. GAAP for loss contingencies. The new standard will be effective for
all entities in the first annual period ending after December 15, 2016 (December 31, 2016 for calendar year-end entities). Earlier application is permitted. The
Company is currently evaluating the impact of the adoption of this standard on its Consolidated Financial Statements.

In April 2015, the FASB issued ASU 2015-03, “Interest—Imputation of Interest” (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs (ASU
2015-03), which requires entities to present debt issuance costs related to a recognized debt liability as a direct deduction from the carrying amount of that debt
liability.  The guidance in ASU 2015-03 does not address debt issuance costs related to revolving debt arrangements. The standard is effective for financial
statements issued for fiscal years beginning after December 15, 2015, and interim periods within those fiscal years. Early adoption is permitted for financial
statements that have not been previously issued. The adoption of this standard will affect future presentation and disclosure of the Company’s financial
statements.

In April 2015, the FASB issued ASU 2015-05, “Intangibles—Goodwill and Other— Internal-Use Software” (Subtopic 350-40) This ASU provides guidance
to customers about whether a cloud computing arrangement includes a software license. If a cloud computing arrangement includes a software license, then the
customer should account for the software license element of the arrangement consistent with the acquisition of other software licenses. If a cloud computing
arrangement does not include a software license, the customer should account for the arrangement as a service contract. The Company is currently evaluating
the impact of the adoption of this standard on its Consolidated Financial Statements.  For public business entities, the guidance is effective for annual periods,
including interim periods within those annual periods, beginning after December 15, 2015. For all other entities, the guidance is effective for annual periods
beginning after December 15, 2015, and interim periods in annual periods beginning after December 15, 2016. Early adoption is permitted. The Company is
currently evaluating the impact of the adoption of this standard on its Consolidated Financial Statements.

In June 2015, the FASB issued ASU 2015-10, “Technical Corrections and Improvements” which amends a number of Topics in the FASB Accounting Standards
Codification. The ASU is part of an ongoing project on the FASB’s agenda to facilitate Codification updates for non-substantive technical corrections,
clarifications, and improvements that are not expected to have a significant effect on accounting practice or create a significant administrative cost to most
entities. The ASU will apply to all reporting entities within the scope of the affected accounting guidance. The amendments that require transition guidance are
effective for all entities for fiscal years, and interim periods within those years, beginning after December 15, 2015. Early adoption is permitted, including
adoption in an interim period. All other amendments were effective on issuance.  The adoption of this standard may affect future presentation and disclosure of
the Company’s financial statements.
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
NOTE C – PROPERTY AND EQUIPMENT

Property and equipment is summarized as follows:

  
December 31,

2014  
December 31,

2013 
Equipment  $ 3,253,936  $ 2,041,946 
Assets not yet placed in service   529,800   107,067 
   3,783,736   2,149,013 
Less accumulated depreciation   (1,341,012)   (903,128)
Property and equipment, net  $ 2,442,724  $ 1,245,885 

Depreciation expense amounted to approximately $437,884 and $310,747 for the years ended December 31, 2014 and 2013, respectively.

NOTE D – ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consist of the following at December 31, 2014 and 2013:

  
December 31,

2014  
December 31,

2013 
Accrued bonuses  $ 546,595  $ 474,595 
Accrued - other   423,990   189,451 
Accrued commissions   58,026   30,634 
Sales taxes payable   371,432   298,619 
Customer prepayments   130,107   186,534 
  $ 1,530,150  $ 1,179,833 

         
         
NOTE E – RELATED-PARTY TRANSACTIONS

One of our directors and members is a partner in the law firm that acts as our general counsel. We incurred legal fees of approximately $100,000 and
$130,000 to his law firm during the years ended December 31, 2014 and 2013. There were no amounts due to the law firm at December 31, 2014 and 2013.

Another director and member of the company has an ownership interest in a firm that provides management consulting services to us. We incurred
consulting fees of approximately $100,000 and $187,500, respectively to this entity during the years ended December 31, 2014 and 2013, respectively. Amounts
due to this firm were $9,872 and $8,771 at December 31, 2014 and 2013 respectively and are included in accounts payable.

NOTE F – LINE OF CREDIT

At December 31, 2012, we had a line of credit with a bank, which required interest to be payable monthly at a rate of LIBOR plus 3% (subject to a 4%
floor rate) and allowed for maximum borrowings equal to the lesser of (a) 80% of eligible accounts receivable, as defined; or (b) $1,400,000.  Borrowings were
secured by substantially all of our assets and the personal guarantee of our majority member.  As consideration for this guarantee, we paid this member
approximately $20,000 during 2013 (or 4% of the average daily line of credit balance on an annualized basis and is included in selling, general and
administrative expenses.

On June 27, 2013, we repaid the line of credit when we entered a new line of credit with another bank (the “Bank”) which allows for maximum
borrowings of $2,000,000.  Advances under the line bear interest at a rate of LIBOR plus 2.25% and are secured by substantially all of our assets (the interest
rate approximated 2.4% at December 31, 2014 and December 31, 2013).   At December 31, 2014 and 2013, we had approximately $1,413,000 and $678,000
available under the line of credit respectively (after reduction of availability for the letters of credit disclosed at Note J).   During the years ended December 31,
2014 and 2013, we paid our majority member fees of approximately $31,000 and $10,000, respectively, in connection with this banking relationship and is
included in selling, general and administrative expenses.
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE F – LINE OF CREDIT (continued)
 

In July 2015, the Bank extended the Company's $2.0 million line of credit and increased the maximum borrowings to $3.0 million. 
Advances under the line, which expires on August 26, 2016 bear interest at a rate of LIBOR plus 2.25% and are secured by substantially all of the
assets of the Company, and is guaranteed by Vasomedical, Inc.
 
NOTE G – NOTES PAYABLE
 
Two notes payable to Dell Financial Services having initial balances of approximately $471,500 and $281,200. The notes, which are secured by the financed
equipment, bear interest at a fixed rate of 6.55% per annum and are payable in 36 consecutive monthly principal and interest payments of approximately $14,500
and $8,600, respectively. At December 31, 2014 future scheduled maturities of notes payable are as follows:
 
Years Ending  
December 31, Amounts   
     2015  $ 238,909 
     2016   255,026 
     2017   196,615 
     Subtotal   690,550 
     Less current portion   (238,909)
  $ 451,641 

NOTE H – OTHER TAXES PAYABLE

Other taxes payable consist of taxes due to one state as a result of the Company’s Chapter 11 Plan of Reorganization confirmed on August 30, 2008.
The confirmed plan contained the following terms:
 
 Priority   Amount    Interest Rate  Frequency    Amount  
 Priority  $ 198,442   2%  60 monthly   $ 3,488 
 General  $ 8,347   0%  24 monthly   $ 348 

At December 31, 2014 and 2013, amounts due totaled $99,850 and $141,704 respectively. Current portion in the amount of $41,854 is included in
accrued liabilities for the years ended December 31, 2014 and 2013.

NOTE I – MEMBERS’ DEFICIT

Phantom Stock Plan

Effective January 1, 2012, our Board of Directors approved the NetWolves Network Services, LLC Equity Sharing Plan (the “Plan”) which provides for annual
grants of “phantom stock equity” in the form of units (the “Phantom Shares”) to certain of our employees (the “Participants”).    At December 31, 2014 and 2013,
total grants allowed under the Plan were 420,000 shares, provided that any Phantom Shares that are canceled will be restored to the Plan and made available
for future grant.

The Plan is administered by the Board, which among other things has the authority to approve grants and determine fair values and exercise prices (such prices
are generally equal to the fair value of the Phantom Shares at the date of grant).   At December 31, 2014 and 2013 we had 382,158 Phantom Shares
outstanding, which shares had initial estimated values of $1.00 per share.   A Participant may generally exercise 50% of his Phantom Shares two years after the
date of grant, and the remaining 50% after three years from the grant date, provided that such shares shall be canceled if not exercised by the end of the eighth
calendar year following the grant date.   In addition, if a Participant is terminated due to retirement, death or disability, all of their Phantom Shares, vested or not,
will become immediately exercisable by such Participant and/or their beneficiary.  Furthermore if a Participant is terminated without cause and/or voluntary
resigns, they may exercise all of their vested shares whereas termination for cause will result in the cancelation of the Phantom Shares.  At December 31, 2014
and 2013, the Company has accrued $374,595 and $314,595, respectively, for the issuance of Phantom Shares. 
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NetWolves, LLC and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE J - COMMITMENTS AND CONTINGENCIES
 
Leases

We lease our operating facilities and certain equipment under non-cancelable operating lease agreements. The term of the lease for our Tampa, FL
location has been amended and expires in May 2016 and has a monthly base rent in the amount of $8,365. The term of the lease for our New York office expires
in August 2015 and has a monthly base rent in the amount of $838. The company also has an equipment lease that expire in July of 2015 which calls for
monthly rent payments in the amount of $8,964.

 
Future minimum lease payments, including leases entered subsequent to December 31, 2014, are approximately as follows:

Year Ending December 31,  Amounts 
    

2015  $ 193,404 
2016   48,803 
Total  $ 242,207 

Rent expense under all operating leases approximated $264,700 and $188,700 for the years ended December 31, 2014 and 2013, respectively.

Employment Agreement

We are obligated under four employment agreements with certain officers that require us to pay salaries at an annual rate aggregating approximately $705,000. If
we terminate any of the officers without cause we will be required to pay them one year of their base compensation.  The terms are for one year, subject to two
additional one-year extensions.

Licensing and Support Service Agreement

In 2010, we incurred significant costs in connection with the execution of a licensing and support service agreement for the upgrade of our billing
system.  The unamortized costs for this upgrade are reflected as prepaid licensing costs in the accompanying consolidated balance sheets.  The agreement
initially was set to expire in December 2014, however, it was extended for a period of two years in June 2013 (and accordingly now expires in December 2016).
The agreement provides for monthly recurring charges based on a percentage of billed revenues using these services, which charges aggregated approximately
$314,500 and $392,200 in 2014 and 2013, respectively.

Letters of Credit

At December 31, 2014 and December 31, 2013 we are contingently liable under two standby letters of credit approximating $270,500 in total.  The letters
of credit are being maintained as security for debt service payments to two vendors.

NOTE K – SUBSEQUENT EVENTS
 
In January 2015, the Company adopted the NetWolves, LLC 401(k) Plan to provide retirement benefits for its employees. As allowed under Section 401(k) of the
Internal Revenue Code, the plan provides tax-deferred salary deductions for eligible employees. Employees are eligible to participate in the next quarter
enrollment period after employment. The Company intends to offer an annual discretionary match of up to 10% of the employee’s contribution to the plan. 

On May 29, 2015, Vasomedical, Inc. entered into an agreement for, and completed its purchase of, all of the assets of NetWolves, LLC and its
affiliates,  including the membership interests in NetWolves Network Services LLC  (collectively, the “NetWolves Entities”) for $18,000,000 (the
“Purchase  Price”).
 
Cash and cash equivalents  $ 733 
Accounts receivable and other current assets   1,638 
Other assets   50 
Property and equipment   2,359 
Accounts payable and other current liabilities   (4,377)
Long term debt   (1,706)
Goodwill   19,303 

Total  $ 18,000 
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Exhibit 99.2
NetWolves, LLC and Subsidiaries

 
CONDENSED CONSOLIDATED BALANCE SHEETS

 
ASSETS

      
  March 31,   December 31,  
  2015   2014  
  (Unaudited)     
CURRENT ASSETS       

Cash and cash equivalents  $ 1,421  $ 1,512 
Accounts receivable, net of allowance for doubtful accounts         

of $102,130 and $154,010 respectively   1,309,520   1,008,997 
Prepaid expenses   118,746   41,901 

         
Total current assets   1,429,687   1,052,410 

         
PROPERTY AND EQUIPMENT, net   2,402,649   2,442,724 
         
PREPAID LICENSING COSTS, net of accumulated         

amortization of $538,593 and $531,766, respectively   -   6,828 
         
Deposits   49,182   48,782 
         
Total Assets  $ 3,881,518  $ 3,550,744 

         
LIABILITIES AND MEMBERS' DEFICIT  

         
CURRENT LIABILITIES         

Due to bank  $ 88,364  $ 180,000 
Accounts payable   2,083,919   2,032,348 
Universal service charge payable   224,430   236,499 
Revolving line of credit   896,419   315,802 
Current portion of long-term debt   242,840   238,909 
Accrued and other current liabilities   1,351,515   1,530,150 

Total current liabilities   4,887,487   4,533,708 
         
LONG-TERM LIABILITIES         

Notes payable, net of current portion   389,437   451,641 
Other taxes payable, net of current portion   47,533   57,995 

Total long-term liabilities   436,970   509,636 
         
COMMITMENTS AND CONTINGENCIES         
         
MEMBER'S DEFICIT   (1,442,939)   (1,492,600)
         
Total Liabilities & Member's Deficit  $ 3,881,518  $ 3,550,744 

See Notes to Condensed Consolidated Financial Statements
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NetWolves, LLC and Subsidiaries
 

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

       
  Three months ended  

  March 31, 2015  
March 31,

2014  
       
Revenues  $ 7,907,585  $ 7,241,660 
         
Cost of revenues   4,837,525   4,277,871 
         
Gross profit   3,070,060   2,963,789 
         
Operating expenses         

Selling, general and administrative   2,917,354   2,793,774 
         

Operating income   152,706   170,015 
         
Other (expense) income, net         

Interest and other income, net   (3,044)   (1,992)
         
Net income  $ 149,662  $ 168,023 

         

See Notes to Condensed Consolidated Financial Statements
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NetWolves, LLC and Subsidiaries

 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
      
  Three months ended  
  March 31, 2015   March 31, 2014  
       
Cash flows from operating activities:       

Net income  $ 149,662  $ 168,023 
         
Adjustments to reconcile net income to net cash         

(used in) provided by operating activities         
Depreciation   165,242   90,775 
Bad debt expense   18,039   22,820 
Changes in operating ssets and liabilities:         
Accounts   (318,562)   5,596 
Prepaid licensing cost   6,828   33,235 
Prepaid expenses   (76,845)   (33,537)
Deposits   (400)   (1,100)
Accounts payable   51,574   (239,986)
Universal service charge   (12,069)   32,026 
Accrued and other current liabilities   (189,099)   250,680 

Net cash (used in) provided by operating activities   (205,631)   328,532 
         
Cash Flow from Investing Activities         

Purchase of equipment   (125,167)   (160,997)
         
Cash Flow from Financing Activities         

Bank overdraft   (91,637)   229,353 
Payments on notes payable   (58,273)   - 
Borrowings on revolving line of credit   580,617   26,049 
Ditstributions to members   (100,000)   (516,144)

Net cash provided by (used in) financing activities   330,707   (260,742)
         
NET (DECREASE) IN CASH AND CASH EQUIVALENTS   (91)   (93,207)
Cash and cash equivalents - beginning of the year   1,512   695,905 
Cash and cash equivalents - end of year  $ 1,421  $ 602,698 

         
SUPPLEMENTAL DISCLOSURE OF CASH INFORMATION         
Interest paid  $ 17,100  $ 7,828 

         
Income tax paid  $ -  $ - 

 
 

See Notes to Condensed Consolidated Financial Statements
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE A – DESCRIPTION OF BUSINESS

NetWolves, LLC, (“NetWolves”)  a New York Limited Liability Company, was reorganized on September 1, 2008, and has the following wholly-owned
subsidiaries: NetWolves Network Services, LLC (“NNS”), NetWolves IP, LLC, Netwolves Managed Services, LLC (“NMS”) (collectively, the “Company", or “we”,
‘us”, “our”).  Our operating and capital structure is governed by an operating agreement and except as expressly provided by law and/or contractual obligations,
our members do not have any personal liability for any of our obligations, with the exception of a personal guarantee by our majority member. .

NOTE B - BASIS OF PRESENTATION AND CRITICAL ACCOUNTING POLICIES

Basis of Presentation and Use of Estimates

The accompanying condensed consolidated financial statements as of March 31, 2015 and December 31, 2014 and for the three month periods ended March
31, 2015 and 2014 are unaudited. These unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”) for interim financial information and are presented in accordance with the requirements of Rule S-X of the
Securities and Exchange Commission (the “SEC”).  Accordingly, they do not include all the information and footnotes required by generally accepted accounting
principles for complete financial statements.
 
In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included.
Operating results for the three month periods ended March 31, 2015 and 2014 are not necessarily indicative of the results that may be expected for the calendar
year ending December 31, 2015. The unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements as of and for the year ended December 31, 2014 and 2013 and footnotes thereto included in the audited financial statements within this
document filed with the SEC.
 
Significant Accounting Policies

Note B of the Notes to Consolidated Financial Statements, included in the 8K for the years ended December 31, 2014 and 2013 includes a summary of
the significant accounting policies used in the preparation of the condensed consolidated financial statements.

Principles of Consolidation

The consolidated financial statements include the accounts of NetWolves, LLC and its wholly-owned subsidiaries. All subsidiaries are inactive and have
no operations. All significant intercompany accounts and transactions have been eliminated.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America (“U.S.
GAAP”) requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Significant estimates and assumptions relate to estimates of collectability of accounts receivable, universal service charge liability and lives assigned to
property and intangible assets. Actual results could differ from those estimates.
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NetWolves, LLC and Subsidiaries
 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE C – ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consist of the following at March 31, 2015 and December 31, 2014:

  March 31, 2015   
December 31,

2014  
Accrued bonuses  $ 450,389  $  546,595 
Accrued - other   380,304    423,990 
Accrued commissions   37,057    58,026 
Sales taxes payable   348,198    371,432 
Customer prepayments   135,567    130,107 
  $ 1,351,515  $  1,530,150 

 
 
NOTE D – RELATED-PARTY TRANSACTIONS

One of our directors and members is a partner in the law firm that acts as our general counsel. We incurred legal fees of approximately $25,000 to his
law firm during the three months ended March 31, 2015 and 2014. There were no amounts due to the law firm at March 31, 2015 and December 31, 2014.

Another director and member of the company has an ownership interest in a firm that provides management consulting services to us. We incurred
consulting fees of approximately $25,000 to this entity during the three months ended March 31, 2015 and 2014. Amounts due to this firm were $8,333 and
$9,872 at March 31, 2015 and December 31, 2014 respectively and are included in accounts payable.

NOTE E – PHANTOM STOCK PLAN

Effective January 1, 2012, our Board of Directors approved the NetWolves Network Services, LLC Equity Sharing Plan (the “Plan”) which provides for annual
grants of “phantom stock equity” in the form of units (the “Phantom Shares”) to certain of our employees (the “Participants”).    At December 31, 2014 and 2013,
total grants allowed under the Plan were 420,000 shares, provided that any Phantom Shares that are canceled will be restored to the Plan and made available
for future grant.

The Plan is administered by the Board, which among other things has the authority to approve grants and determine fair values and exercise prices (such prices
are generally equal to the fair value of the Phantom Shares at the date of grant).   At December 31, 2014 and 2013 we had 382,158 Phantom Shares
outstanding, which shares had initial estimated values of $1.00 per share.   A Participant may generally exercise 50% of his Phantom Shares two years after the
date of grant, and the remaining 50% after three years from the grant date, provided that such shares shall be canceled if not exercised by the end of the eighth
calendar year following the grant date.   In addition, if a Participant is terminated due to retirement, death or disability, all of their Phantom Shares, vested or not,
will become immediately exercisable by such Participant and/or their beneficiary.  Furthermore if a Participant is terminated without cause and/or voluntary
resigns, they may exercise all of their vested shares whereas termination for cause will result in the cancelation of the Phantom Shares.   At March 31, 2015 and
December 31, 2014, the Company has accrued $374,595 for the issuance of Phanton Shares.

NOTE F - CONTINGENCIES

Litigation
 
From time to time, the Company may become involved in various lawsuits and legal proceedings which arise in the ordinary course of business. When the
Company is aware of a claim or potential claim, it assesses the likelihood of any loss or exposure. If it is probable that a loss will result and the amount of the
loss can be reasonably estimated, the Company will record a liability for the loss. In addition to the estimated loss, the recorded liability includes probable and
estimable legal costs associated with the claim or potential claim. Litigation is subject to inherent uncertainties, and an adverse result in these or other matters
may arise from time to time that may harm the Company’s business. There is no pending litigation involving the Company at this time.

 

-5-

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



 

NetWolves, LLC and Subsidiaries
 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

 
 
NOTE J – SUBSEQUENT EVENTS
 

On May 29, 2015, Vasomedical, Inc. entered into an agreement for, and completed its purchase of, all of the assets of the Company for $18,000,000.
The purchase price of the NetWolves entities was accomplished pursuant to an Asset Purchase Agreement. As a result, the Company effectively purchased all
rights, titles and ownership of all assets held by the NetWolves entities.

Cash and cash equivalents  $ 733 
Accounts receivable and other current assets   1,638 
Other assets   50 
Property and equipment   2,359 
Accounts payable and other current liabilities   (4,377)
Long term debt   (1,706)
Goodwill   19,303 

Total  $ 18,000 
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Exhibit 99.3
 

Vasomedical, Inc.

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On May 29, 2015, the Company entered into an agreement for, and completed its purchase of, all of the assets of NetWolves, LLC and its affiliates,
including the membership interests in NetWolves Network Services LLC  (collectively, “NetWolves”).

The unaudited pro forma condensed combined balance sheet as of March 31, 2015 is presented as if the acquisition of NetWolves had occurred on
March 31, 2015. The unaudited pro forma condensed combined statements of income for the three months ended March 31, 2015 and the year ended
December 31, 2014 are presented as if the acquisition had occurred on January 1, 2014. The historical financial information is adjusted in the unaudited pro
forma condensed combined financial information to give effect to pro forma events that are (1) directly attributable to the acquisition, (2) factually supportable,
and (3) with respect to the condensed combined statements of income, expected to have a continuing impact on the combined results.

The determination and preliminary allocation of the purchase consideration used in the unaudited pro forma condensed combined financial information
are based upon preliminary estimates, which are subject to change during the measurement period (up to one year from the Acquisition Date) as we finalize the
valuations of the net tangible and intangible assets acquired.

The unaudited pro forma adjustments are not necessarily indicative of or intended to represent the results that would have been achieved had the
transaction been consummated as of the dates indicated or that may be achieved in the future. The actual results reported by the combined company in periods
following the acquisition may differ significantly from those reflected in these unaudited pro forma condensed combined financial information for a number of
reasons, including cost saving synergies from operating efficiencies and the effect of the incremental costs incurred to integrate the two companies.

The unaudited pro forma condensed combined financial information should be read in conjunction with our historical consolidated financial statements
and accompanying notes included in our Annual Report on Form 10-K for the year ended December 31, 2014, our Quarterly Report on Form 10-Q for the
quarterly period ended March 31, 2015, the historical audited financial statements of NetWolves for the year ended December 31, 2014 and the historical
unaudited financial statements of NetWolves for the three months ended March 31, 2015 contained in this Form 8-K/A.
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UNAUDITED CONDENSED COMBINED BALANCE SHEETS AS OF MARCH 31, 2015  
 

(in thousands except per share amounts)
 

    
Vasomedical

   
Netwolves

   
Adjustments

     
Pro forma

 

CURRENT ASSETS                
Cash and cash equivalents   $                   15,269 $                            1  $             (14,230)   (a),(d) $                  1,040  
                
Short-term investments                            109                              -                             109  
Accounts and other receivables, net                         5,025                        1,310                          6,335  
Receivables due from related parties                              76                              -                               76  
Inventories, net                         2,129                              -                          2,129  
Financing receivables, net    -                              -                               -  
Deferred commission expense                         2,416                              -                          2,416  
Prepaid expenses and other current assets                            440                           119                             559  

 Total current assets                       25,464                        1,430                (14,230)                      12,664  
                
PROPERTY AND EQUIPMENT, net                            242                        2,403                          2,645  
GOODWILL                         3,304                              -                          3,304  
GOODWIL AND IDENTIFIABLE ASSETS                               -                              -                  19,303   (b)                    19,303  
INTANGIBLES, net                         2,668                              -                          2,668  
OTHER ASSETS                         4,620                             49                          4,669  
   $                   36,298                      3,882                  5,073    $                45,253  
                

LIABILITIES AND STOCKHOLDERS' EQUITY             
CURRENT LIABILITIES                

Accounts payable   $                       567                      2,084      $                  2,651  
Accrued commissions                         1,151                              -                          1,151  
Accrued expenses and other liabilities                         3,366                        1,570                       130   (c)                      5,066  
Sales tax payable                            199                              -                             199  
Deferred revenue - current portion                       11,400                              -                        11,400  
Notes payable and due to bank                            164                           985                          1,149  
Deferred tax liability, net                            112                              -                             112  
Current portion of lon-term debt                               -                           243                             243  
Notes payable due to related party                         1,056                              -                          1,056  

Total current liabilities                       18,015                        4,882                       130                      23,027  
                
LONG-TERM LIABILITIES                

Notes payable                           3,740   (d)                      3,740  
Deferred revenue                       10,053                              -                        10,053  
Other long-term liabilities, net of current portion                            705                           443                          1,148  

Total long-term liabilities                       10,758                           443                    3,740                      14,941  
                
COMMITMENTS AND CONTINGENCIES             
                
STOCKHOLDERS' EQUITY                

Preferred stock                               -                              -                               -  
Common stock                            166                              -                             166  
Additional paid-in capital                       61,943                              -                     (240)   (e)                    61,703  
Accumulated deficit                      (52,685)                       (1,443)                    1,443   (e)                  (52,685)  
Accumulated other comprehensive income                            101                              -                             101  
Treasury stock                        (2,000)                              -                        (2,000)  

Total stockholders’ equity                         7,525                       (1,443)                    1,203                        7,285  
   $                  36,298                      3,882                  5,073                    45,253  

See notes to unaudited pro forma condensed combined financial information
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UNAUDITED PROFORMA CONDENSED COMBINED STATEMENTS OF OPERATIONS
FOR THE THREE MONTHS ENDED MARCH 31, 2015

 
(In thousands, except per share data)  

               
   Vasomedical   Netwolves   Adjustments    Pro forma  
Revenues               

Commissions   $ 6,390  $ -  $ -   $ 6,390 
Equipment sales    719   -   -    719 
Equipment rentals and services    344   -   -    344 
IT systems and services    -   7,908   -    7,908 

Total revenues    7,453   7,908   -    15,361 
                   
Cost of revenues                   

Cost of commissions    1,523   -   -    1,523 
Cost of equipment sales    175   -   -    175 
Cost of equipment rentals and services    188   -   -    188 
Cost of IT systems and services    -   4,838   -    4,838 

Total cost of revenues    1,886   4,838   -    6,724 
Gross profit    5,567   3,070   -    8,637 

                   
Operating expenses                   

Selling, general and administrative    5,719   2,912   (130)  (a)   8,501 
Research and development    134   -   -    134 

Total operating expenses    5,853   2,912   (130)    8,635 
Operating income (loss)    (286)   158   130    2 

                   
Other income (expense)                   

Interest and other income, net    40   (9)   (89)  (b)   (58)
Total other income, net    40   (9)   (89)    (58)

                   
Income (loss) before income taxes    (246)   149   41    (56)

Income tax benefit (expense)    (6)   -   -    (6)
Net income (loss)    (252)   149   41    (62)

                   
Loss per common share                   

- basic and diluted   $ (0.00)           $ (0.00)

                   
Weighted average common shares outstanding               

- basic and diluted    155,945   -   -    155,945 
                   
 
 

See notes to unaudited pro forma condensed combined financial information
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UNAUDITED PROFORMA COMBINED STATEMENTS OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2014
 

(In thousands, except per share data)
  

                
   Vasomedical    Netwolves   Adjustments    Pro forma  
Revenues                

Commissions   $ 30,236   $ -  $ -   $ 30,236 
Equipment sales    3,233    -   -    3,233 
Equipment rentals and services    1,437    -   -    1,437 
IT systems and services    48    29,572        29,620 

Total revenues    34,954    29,572   -    64,526 
                    
Cost of revenues                    

Cost of commissions    7,985    -   -    7,985 
Cost of equipment sales    1,027    -   -    1,027 
Cost of equipment rentals and services    723    -   -    723 
Cost of IT systems and services    27    17,605   -    17,632 

Total cost of revenues    9,762    17,605   -    27,367 
Gross profit    25,192    11,967   -    37,159 

                    
Operating expenses                    

Selling, general and administrative    23,326    11,632   (502)  (a)   34,456 
Research and development    803    -   -    803 

Total operating expenses    24,129    11,632   (502)    35,259 
Operating income (loss)    1,063    335   502    1,900 

                    
Other income (expense)                    

Interest and other income (expense), net    207    (36)   (357)  (b)   (186)
Loss on disposal of fixed assets    (15)    -   -    (15)

Total other income, net    192    (36)   (357)    (201)
                    
Income before income taxes    1,255    299   145    1,699 

Income tax benefit (expense)    (127)    -   -    (127)
Net income    1,128    299   145    1,572 

                    
Loss per common share                    

- basic   $ 0.01            $ 0.01 

- diluted   $ 0.01            $ 0.01 

                    
Weighted average common shares outstanding                    

- basic    155,362             155,362 

- diluted    156,032             156,032 

See notes to unaudited pro forma condensed combined financial information
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

Note 1:  Description of Transaction and Basis of Presentation

On May 29, 2015, the Company entered into an agreement for, and completed its purchase of, all of the assets of NetWolves, LLC and its affiliates,
including the membership interests in NetWolves Network Services LLC  (collectively, “NetWolves”) for $18,000,000 (the “Purchase Price”). The purchase of
NetWolves was accomplished pursuant to an Asset Purchase Agreement (the "Purchase Agreement").  As a result, the Company effectively purchased all
rights, titles and ownership of all assets held by NetWolves.   The Purchase Price was paid using $14,200,000 in cash on hand and $3,800,000 raised through a
Note Purchase Agreement with MedTechnology Investments, LLC (“MedTech”) pursuant to which it issued MedTech a secured subordinated promissory note for
$3,800,000.

 
We have accounted for the acquisition in this unaudited pro forma condensed combined financial information using the acquisition method of accounting

in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 805 “Business Combinations” (“ASC 805”). In accordance
with ASC 805, we use our best estimates and assumptions to assign fair value to the tangible and intangible assets acquired and liabilities assumed at the
Acquisition Date. Goodwill as of the Acquisition Date is measured as the excess of purchase consideration over the fair value of net tangible and identifiable
intangible assets acquired.

The pro forma adjustments described below were developed based on management’s assumptions and estimates, including assumptions relating to the
allocation thereof to the assets acquired and liabilities assumed from NetWolves based on preliminary estimates of fair value. The final allocation of the purchase
consideration could differ materially from the amounts reflected in the unaudited pro forma condensed combined financial information after final valuation
procedures are performed and amounts are finalized.

The unaudited pro forma condensed combined financial information is provided for illustrative purposes only and does not purport to represent what the
actual consolidated results of operations or the consolidated financial position of the combined company would have been had the acquisition occurred on the
dates assumed, nor are they necessarily indicative of future consolidated results of operations or financial position.

The unaudited pro forma condensed combined financial information does not reflect any integration activities or cost savings from operating efficiencies,
synergies, asset dispositions or other restructurings that could result from the acquisition.

Note 2:  Preliminary Purchase Consideration And Related Allocation

The unaudited pro forma condensed consolidated financial information reflects a total purchase price of $18,000,000 paid in cash. The following table
summarizes the preliminary allocation of the assets acquired and liabilities assumed based on their fair values on the acquisition date:

Fair value of consideration:    
Cash  $ 18,000 
     
Fair value of assets acquired and liabilities assumed:     
Cash   733 
Accounts receivable   1,536 
Prepaid expenses and other current assets   102 
Property and equipment   2,359 
Other assets   50 
Accounts payable   (2,982)
Accrued expenses and other current liabilities   (1,400)
Notes payable   (593)
Line of credit   (1,108)
Net liabilities assumed   (1,303)
Goodwill and identifiable assets   19,303 

Note 3: Unaudited Pro forma Condensed Combined Balance Sheet Adjustments

(a)  To record cash paid to NetWolves, LLC members in the amount of $18,000 and acquisition related expenses of $30.

(b)  To record preliminary fair value of the goodwill and identifiable intangible assets as a result of the business combination with NetWolves, LLC. The
preliminary allocation of the purchase price is as follows:
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Note 3: Unaudited Pro forma Condensed Combined Balance Sheet Adjustments (continued)
 
 
Fair value of consideration:    
Cash  $ 18,000 
     
Fair value of assets acquired and liabilities assumed:     
Cash   733 
Accounts receivable   1,536 
Prepaid expenses and other current assets   102 
Property and equipment   2,359 
Other assets   50 
Accounts payable   (2,982)
Accrued expenses and other current liabilities   (1,400)
Notes payable   (593)
Line of credit   (1,108)
Net liabilities acquired   (1,303)
Goodwill and identifiable intangible assets  $ 19,303 

 
(c)  To record accrual for acquisition related cost of $70 and debt issuance costs of $60.

(d)  To record issuance of notes payable for $3,800 related to the NetWolves, LLC acquisition and to record debt issuance cost of $60.

Note 4:  Unaudited Pro Forma Condensed Combined Statement of Operations Adjustments for the Three Months Ended March 31, 2015

(a)  To record an adjustment to selling, general and administrative for cash payments made related to salaries, consulting fees and board fees to NetWolves,
LLC former members and their related parties. The cost are as follows:

Salaries  $ 36 
Consulting fees   52 
Board fees   42 
Total adjustment  $ 130 

(b)   To record interest on $3,800 note payable at 9% ($85) related to the NetWolves, LLC acquisition. Additionally, the Company incurred debt issuance cost
of $60 which is being amortized on a straight-line basis over the life of the notes payable (48 months) ($4).

Note 5:  Unaudited Pro Forma Condensed Combined Statement of Operations Adjustments for the Year Ended December 31, 2014

(a)  To record an adjustment to selling, general and administrative for cash payments made related to salaries, consulting fees and board fees to NetWolves,
LLC former members and their related parties. In addition, the Company incurred acquisition related cost of $100. The cost are as follows:

Salaries  $ (154)
Consulting fees   (280)
Board fees   (168)
Acquisition related costs   100 
Total adjustment  $ 502 

(b)  To record interest on $3,800 note payable at 9% ($342) related to the NetWolves, LLC acquisition. Additionally, the Company incurred debt issuance
cost of $60, which is being amortized on a straight-line basis over the life of the notes payable (48 months) ($15 in 2014).
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