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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements
ATRM HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)
March 31, 2017
(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Costs and estimated profit in excess of billings
Inventories
Fair value of contingent earn-out receivable, current
Other current assets
Total current assets

$

Property, plant and equipment, net
Fair value of contingent earn-out receivable, noncurrent
Goodwill
Intangible assets, net
Total assets

$

LIABILITIES AND SHAREHOLDERS’ DEFICIT
Current liabilities:
Notes payable – revolving lines of credit
Current portion of long-term debt
Trade accounts payable
Billings in excess of costs and estimated profit
Accrued compensation
Fair value of contingent earn-out payable
Other accrued liabilities
Total current liabilities

$

Long-term debt, less current portion
Deferred income taxes

569
280
4,448
866
1,304
548
409
8,424
4,335
150
3,020
1,925
17,854

4,114
1,132
4,719
813
440
991
1,727
13,936

December 31, 2016

$

$

$

1,247
150
2,604
1,045
1,404
359
237
7,046
4,393
202
3,020
2,117
16,778

3,420
1,675
3,776
652
407
967
2,264
13,161

15,212
21

14,069
19

2
69,719
(81,036)
(11,315)

2
69,702
(80,175)
(10,471)

Commitments and contingencies
Shareholders’ deficit:
Common stock, $.001 par value; 3,000,000 shares authorized;
2,366,219 shares issued and outstanding at March 31, 2017 and
December 31, 2016
Additional paid-in capital
Accumulated deficit
Total shareholders’ deficit
Total liabilities and shareholders’ deficit

$

17,854

$

The accompanying notes are an integral part of the condensed consolidated financial statements.
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16,778

ATRM HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(in thousands, except per share data)
Three months ended March 31,
2017
2016
Net sales
Costs and expenses:
Cost of sales
Selling, general and administrative expenses
Total costs and expenses
Operating loss
Other (expense) income:
Interest expense
Change in fair value of contingent earn-outs, net
Loss before income taxes
Income tax expense
Net loss
Net loss per share, basic and diluted

$

9,404

$

8,183
1,703
9,886

Weighted average common shares outstanding, basic and diluted

5,434
1,027
6,461

(482)

(1,410)

$

(563)
188
(857)
(4)
(861)

$

(301)
1
(1,710)
(4)
(1,714)

$

(0.36)

$

(0.78)

2,366

The accompanying notes are an integral part of the condensed consolidated financial statements.
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5,051

2,206

ATRM HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)
Three months ended
March 31,
2017
2016
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation
Amortization expense, intangible assets
Amortization expense, deferred financing costs
Share-based compensation expense
Loss on sale of equipment
Deferred income taxes
Change in fair value of contingent earn-out receivable
Change in fair value of contingent earn-out payable
Imputed interest on seller deferred payment obligations
Paid-in-kind Interest (“PIK Interest”)
Changes in operating assets and liabilities:
Accounts receivable
Costs and estimated profit in excess of billings
Inventories
Other current assets
Trade accounts payable
Billings in excess of costs and estimated profit
Accrued compensation
Other accrued liabilities
Net cash used in operating activities

$

Cash flows from investing activities:
Proceeds from earn-out consideration
Purchase of property and equipment
Sale of equipment
Net cash generated by (used in) investing activities
Cash flows from financing activities:
Proceeds from issuance of long-term debt
Proceeds from revolving line of credit
Principal payments on revolving line of credit
Payment of deferred financing costs
Principal payments on long-term debt
Net cash generated by financing activities
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period

(861)

$

(1,714)

88
192
52
17
—
2
(213)
24
18
613

80
51
9
67
9
2
(1)
—
—
—

(1,844)
179
100
(172)
943
161
33
(537)
(1,205)

1,492
(274)
297
(7)
(1,127)
(225)
156
(669)
(1,854)

76
(42)
11
45

38
(48)
1
(9)

500
9,029
(8,386)
—
(531)
612

—
3,683
(749)
(155)
(1,299)
1,480

(548)

(383)

1,397

624

Cash, cash equivalents and restricted cash at end of period

$

849

$

241

Supplemental cash flow information:
Cash paid for interest expense
Deferred financing costs recorded in accounts payable

$
$

213
55

$
$

635
55

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ATRM HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1.

BASIS OF PRESENTATION
The accompanying unaudited Condensed Consolidated Financial Statements include the accounts of ATRM
Holdings, Inc. and its wholly owned subsidiaries. All intercompany accounts and transactions have been eliminated
in consolidation. Unless the context otherwise requires, references in the Notes to Condensed Consolidated
Financial Statements to (i) “ATRM,” the “Company,” “we,” “us” and “our,” refer to ATRM Holdings, Inc. and its
consolidated subsidiaries, (ii) “KBS” refers to our Maine-based modular housing manufacturing business operated
by our wholly-owned subsidiary KBS Builders, Inc. and (iii) “EBGL” refers to our Minnesota-based operations
including EdgeBuilder, Inc. (“EdgeBuilder”), a manufacturer of structural wall panels, permanent wood foundation
systems and other engineered wood products, and Glenbrook Building Supply, Inc. (“Glenbrook”), a retail supplier
of lumber and other building supplies.
Through our wholly-owned subsidiaries, KBS, Glenbrook and EdgeBuilder, we manufacture modular buildings for
commercial and residential applications in production facilities located in South Paris and Waterford, Maine,
operate a retail lumber yard located in Oakdale, Minnesota, and manufacture structural wall panels, permanent
wood foundation systems and other engineered wood products for use in construction of commercial and residential
buildings in a production facility located in Prescott, Wisconsin.
Our previous wholly-owned subsidiary, Maine Modular Haulers, Inc. (“MMH”) was used to provide transportation,
logistics and other related services for the transportation of KBS’s completed modular buildings. In 2016, the
Company decided that the shipping of KBS’s modular buildings could be done more efficiently and more
economically on an outsourced basis. Under the outsourced model, KBS now directly coordinates the transportation
and logistics of the delivery of its modular buildings and contracts with third-party hauling companies to transport
the modules. As part of the decision to move to an outsourced transportation model, we disposed of MMH’s trucks
to an unrelated third party and the frames (trailers) were transferred (at book value) to KBS from MMH. MMH was
officially dissolved on March 21, 2017.
The Company’s corporate headquarters is located at Glenbrook’s offices in Oakdale, Minnesota, a suburb of St.
Paul.
The Condensed Consolidated Balance Sheet at December 31, 2016, has been derived from our audited financial
statements. In the opinion of management, the unaudited interim Condensed Consolidated Financial Statements
include all adjustments (consisting only of normal, recurring adjustments) necessary to present fairly the financial
position, results of operations and cash flows for the interim periods presented. The results of operations for the
three months ended March 31, 2017 are not necessarily indicative of the operating results to be expected for the full
year or any future period.
The accompanying unaudited Condensed Consolidated Financial Statements have been prepared pursuant to the
rules and regulations of the Securities and Exchange Commission (the “SEC”). Certain information and footnote
disclosures, normally included in consolidated financial statements prepared in accordance with accounting
principles generally accepted in the United States of America, have been condensed or omitted, pursuant to such
rules and regulations. Therefore, these Condensed Consolidated Financial Statements should be read in conjunction
with the Consolidated Financial Statements and accompanying footnotes included in our Annual Report on Form
10-K for the year ended December 31, 2016.
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2.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL RESOURCES
We acknowledge that the Company continues to face a challenging operating environment, and while we continue
to focus on improving our overall profitability, we reported an operating loss for the quarter ended March 31, 2017.
We have incurred significant operating losses in recent years and, as of March 31, 2017, we had an accumulated
deficit of approximately $81 million. Working capital has remained negative over the past several years. Cash used
in operating activities, while improved as compared to the quarter ended March 31, 2016, remains negative for the
quarter ended March 31, 2017. This has required us to generate funds from investing and financing activities. At
March 31, 2017, we had outstanding debt of approximately $20.5 million.
We have issued various promissory notes to finance our acquisitions of KBS and EBGL and to provide for our
general working capital needs. As of March 31, 2017, we had outstanding debt totaling approximately $20.5
million. Our debt included: (i) $2.3 million principal outstanding on KBS’s $4.0 million revolving credit facility
under a loan and security agreement with Gerber Finance Inc. (“Gerber Finance”) (the “KBS Loan Agreement”),
$1.8 million principal outstanding on EBGL’s $3.0 million revolving credit facility under a loan and security
agreement with Gerber Finance (the “EBGL Loan Agreement”) and $3.0 million principal outstanding under a loan
and security agreement with Gerber Finance used to finance the acquisition of EBGL (the “Acquisition Loan
Agreement”); (ii) $4.5 million principal amount of unsecured promissory notes issued to Lone Star Value Investors,
LP (“LSVI”) and $7.6 million principal amount of unsecured promissory notes issued to Lone Star Value Co-Invest
I, LP (“LSV Co-Invest I”), with interest payable semiannually and any unpaid principal and interest due on April 1,
2019 (as noted in Note 19, the promissory notes issued to LSVI and LSV Co-Invest I were exchanged for preferred
stock on September 29, 2017); and (iii) $0.4 million principal amount outstanding under an unsecured promissory
note issued to the primary sellers of KBS, payable in monthly installments of $100,000, inclusive of interest,
through July 1, 2017, which have since been paid in full, with the final payment made as scheduled in July 2017.
We also had obligations to make $0.75 million in deferred cash payments to the sellers of EBGL, payable in
quarterly installments of $250,000, inclusive of interest, through October 1, 2017. As noted in Note 19, the deferred
payments to the sellers of EBGL were restructured in June 2017.
Jeffrey E. Eberwein, Chairman of the Company’s Board of Directors (the “Board”), is the manager of Lone Star
Value Investors GP, LLC (“LSVGP”), the general partner of LSVI and LSV Co-Invest I, and the sole member of
Lone Star Value Management, LLC (“LSVM”), the investment manager of LSVI.
At the applicable test dates, we were not in compliance with the following financial covenants under our loan
agreements with Gerber Finance: (i) a requirement for KBS to maintain a minimum leverage ratio of 7:1 for the
fiscal year ended December 31, 2016, as its actual leverage ratio for such period was negative; (ii) a requirement for
KBS not to incur a net annual post-tax loss in any fiscal year of the loan agreements, as KBS’s net annual post-tax
loss for the fiscal year ended December 31, 2016 was $3.2 million; and (iii) a requirement to deliver the Company’s
fiscal year-end financial statements reviewed by an independent certified accounting firm acceptable to Gerber
Finance within 105 days from the fiscal year ended December 31, 2016. In August 2017, Gerber Finance provided
us with a waiver for these events. As of December 31, 2017, KBS was not in compliance with the financial
covenant requiring no net annual post-tax loss for KBS or the minimum leverage ratio covenant as of the next test
date, December 31, 2017. We have begun discussions with Gerber Finance as to obtaining a waiver for these events.
If we fail to obtain a waiver from Gerber Finance, Gerber Finance may demand the repayment of the credit facilities
amount outstanding and any unpaid interest thereon.
There can be no assurance that our existing cash reserves, together with funds generated by our operations and any
future financings, will be sufficient to satisfy our debt payment obligations, to avoid liquidity issues and/or fund
operations beyond this fiscal year. Our inability to generate funds from our operations and/or obtain financing
sufficient to satisfy our payment obligations may result in our obligations being accelerated by our lenders, which
would likely have a material adverse effect on our business, financial condition and results of operations. In
addition, continued operating losses could further trigger violations of covenants under our debt agreements,
resulting in accelerated payment of these loans. Given these uncertainties, there can be no assurance that our
existing cash reserves will be sufficient to avoid liquidity issues and/or fund operations beyond this fiscal year.
During 2016 and 2017, we implemented several strategic initiatives, effected certain actions and continued to
consider additional actions to improve the Company’s overall profitability and increase cash flows, including:
●

KBS’s strategic shift away from large commercial projects with significant site work to focus on its
core competency of manufacturing modular buildings;

●

KBS’s efforts to improve operating efficiencies, including reconfiguring the South Paris factory to
increase production, investments in automated equipment to reduce labor costs, implementing lean
manufacturing techniques, and elimination of duplicate overhead costs through the shut-down of the
Waterford factory;
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●

Reduction in KBS workforce including manufacturing, sales, engineering and front-office staff;

●

KBS increased pricing on its base ranch model in 2017, and in November 2017, instituted a 6%
lumber surcharge on all new orders to help offset the significant rise in lumber and other raw
materials costs;

●

KBS has implemented a new dynamic pricing model for 2018, which is designed to determine its
bid price quoted to customers using the most current cost information;

●

KBS is exploring opportunities to monetize the Waterford facility, including a potential sale or lease
to a third party;

●

In July 2017, KBS made the final payment due to the primary seller of KBS, freeing up $100,000
per month of cash flows to be used for operations;

●

In October 2016, the Company acquired the EBGL businesses, which we believe that, after a
transitional period, will generate net income and positive cash flows for the Company;

●

In 2017, we instituted a lumber hedging program for EBGL to assist in preserving existing margins
against the potential large fluctuations in lumber raw material prices;

●

In August 2016, we amended certain of our debt agreements to allow the Company to pay PIK
Interest on approximately $11 million of our debt, reducing strain on current cash flows;

●

As disclosed in Note 19, in June 2017, we refinanced EBGL’s revolving credit facility and amended
the terms of our agreement with EdgeBuilder Wall Panels, Inc. and Glenbrook Lumber & Supply,
Inc. (collectively, the “EBGL Sellers”) providing for deferred payments to obtain more favorable
lending and payment terms and reduce total fees paid under these agreements;

●

As disclosed in Note 19, in September 2017, we converted $13.3 million of the Company’s
outstanding debt, including accrued interest, to preferred stock;

●

As disclosed in Note 19, in January 2018, the Company issued an unsecured promissory note in the
principal amount of $0.5 million to LSV Co-Invest I to provide additional working capital for the
Company; and

●

We continue to look for opportunities to refinance our remaining debt on more favorable terms.

Although we cannot predict with certainty the outcome of any individual action to generate liquidity, including the
availability of additional debt financing, or whether such actions would generate the expected liquidity as currently
planned, we believe that through these actions taken as a whole, and management’s continued efforts to improve
operating results and find additional liquidity resources, we can satisfy our estimated liquidity needs for the next
twelve months.
In addition to the above actions, although not a binding commitment, LSVM has advised us of its present intention
to continue to financially support the Company in the event that additional financing is required. From 2014 through
2017, and again in 2018, LSVM has provided financial support in the form of financing through various debt
agreements disclosed in Note 14 and Note 19. Based on LSVM’s historical support of the Company, management
believes that additional financing may be provided by LSVM or its affiliates, if necessary, in the future.
Our historical operating results indicate substantial doubt exists related to the Company’s ability to continue as a
going concern. We believe that the actions discussed above have either already occurred or are probable of
occurring, and mitigate the substantial doubt raised by our historical operating results, as well as satisfy our
estimated liquidity needs for the twelve months from the issuance of the Condensed Consolidated Financial
Statements.
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3.

BUSINESS COMBINATION
On October 4, 2016, the Company acquired certain assets of the EBGL Sellers through the Company’s whollyowned subsidiaries EdgeBuilder and Glenbrook, respectively, pursuant to the terms of an Asset Purchase
Agreement, dated as of the same date, by and among the Company, EdgeBuilder, Glenbrook, the EBGL Sellers and
the individual owners of the EBGL Sellers (the “EBGL Acquisition”). The Company operates the businesses of
EdgeBuilder and Glenbrook on a combined basis, and such businesses are referred to on a combined basis as EBGL.
EBGL’s results are included in our consolidated statement of operations since October 4, 2016, the date of the
EBGL Acquisition. The following unaudited pro forma financial information presents the combined results of
ATRM and the EBGL Sellers for the three-month period ended March 31, 2016 as if the EBGL Acquisition had
occurred on January 1, 2016 (in thousands, except per share amount):

Pro forma net sales
Pro forma net loss
Pro forma loss per share – basic and diluted

$

2016
10,080
(1,111)
(0.48)

The above unaudited pro forma financial information is not necessarily indicative of what our consolidated results
of operations actually would have been or what results may be expected in the future.
4.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENT
In November 2015, the Financial Accounting Standards Board issued ASU No. 2015-17, Income Taxes (Topic 740):
Balance Sheet Classification of Deferred Taxes (“ASU 2015-17”). ASU 2015-17 was issued to simplify the
presentation of deferred income taxes. The amendments in this guidance require that deferred tax liabilities and
assets be classified as noncurrent in a classified statement of financial position. ASU 2015-17 is effective for
financial statements issued for annual periods beginning after December 15, 2016, and interim periods within those
annual periods. As required, ATRM adopted these updates effective January 1, 2017.

5.

RESTRICTED CASH
The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the
condensed consolidated balance sheet that sum to the total of the same such amounts shown in the condensed
consolidated statement of cash flows.
3/31/2017
Cash and cash equivalents
Restricted cash
Total cash, cash equivalents, and restricted cash shown in the condensed
consolidated balance sheet
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$

569
280

$

849

Amounts included in restricted cash represent those on deposit with Gerber Finance from time-to-time as additional
collateral to support borrowing under the KBS revolving line of credit facility.
6.

FAIR VALUE MEASUREMENTS
Financial assets reported at fair value on a recurring basis included the following at March 31, 2017 (in thousands):
Level 1
Contingent earn-out receivable related to the
transfer of test handler product line:
Current portion
$
Noncurrent portion
Total
$
Contingent earn-out payable related to the
EBGL Acquisition
$

Level 2
—

$

—
—

Level 3
$

$

—
—
—

$

548
150
698

$

—

$

(991)

The following table summarizes the activity for our Level 3 assets and liabilities measured on a recurring basis (in
thousands):
Earn-out
Receivable (1)
Balance at December 31, 2016
Add – adjustment based on re-assessments
Add – net increase based on re-assessments
Subtract – settlements
Balance at March 31, 2017

$

Earn-out
Payable (2)

561 $
213
—
(76)
698 $

$

(967)
—
(24)
—
(991)

(1) Earn-out receivable related to the transfer of our test handler product line in 2014.
(2) Earn-out payable related to the EBGL Acquisition.
Quantitative information about Level 3 fair value measurements on a recurring basis at March 31, 2017, is
summarized in the table below:

7.

Fair Value Asset
Valuation Technique
Earn-out receivable related Discounted cash flow
to transfer of test handler
product line

Unobservable Input
Total projected revenue
Performance weighted average
Discount rate

Amount
$11.3 million
60% to 125%
10 %

Contingent earn-out
payable

Estimated gross profit for earnout period Discount rate

$3.4 million
10 %

Discounted cash flow

ACCOUNTS RECEIVABLE, NET
Accounts receivable consists of the following (in thousands):
March 31, 2017
(Unaudited)
Contract billings
Retainage
Subtotal
Less – allowance for doubtful accounts
Accounts receivable, net

$

$

4,294 $
158
4,452
(4)
4,448 $

Retainage balances are expected to be collected within the next twelve months.
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December 31, 2016
2,330
370
2,700
(96)
2,604

8.

INVENTORIES
At March 31, 2017 and December 31, 2016, inventories totaling approximately $1.3 million and $1.4 million,
respectively, consisted of raw materials inventory. There are no finished goods or work-in-process inventory
included in the inventory balances as of March 31, 2017 or December 31, 2016.

9.

GOODWILL AND INTANGIBLE ASSETS, NET
Intangible assets are comprised of the following (in thousands):
March 31, 2017
(unaudited)

December 31, 2016
Gross
Net
Gross
Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Value
Amount Amortization Value
Indefinite-lived intangible assets:
Goodwill
Trademarks
Total

$

Finite-lived intangible assets:
Customer relationships
Purchased backlog
Total
Total intangible assets

$

3,020 $
394
3,414

— $
—
—

3,020 $
394
3,414

3,020 $
394
3,414

— $
—
—

3,020
394
3,414

2,097
1,290
3,387

(665)
(1,191)
(1,856)

1,432
99
1,531

2,097
1,290
3,387

(586)
(1,078)
(1,664)

1,511
212
1,723

6,801 $

(1,856) $

4,945 $

6,801 $

(1,664) $

5,137

Amortization expense amounted to approximately $192,000 for the three months ended March 31, 2017, and
approximately $51,000 for the three months ended March 31, 2016. Estimated amortization of purchased intangible
assets over the next five years is as follows (in thousands):
2017 (nine months)
2018
2019
2020
2021
Thereafter
Total
10.

$

336
315
315
315
164
86
1,531

$

UNCOMPLETED CONSTRUCTION CONTRACTS
The status of uncompleted construction contracts is as follows (in thousands):
March 31, 2017
(Unaudited)
Costs incurred on uncompleted contracts
Inventory purchased for specific contracts
Estimated profit
Subtotal
Less billings to date
Total

$

$

Included in the following balance sheet captions:
Costs and estimated profit in excess of billings
Billings in excess of costs and estimated profit
Total

$
$

December 31, 2016

9,899 $
780
1,667
12,346
(12,293)
53 $

6,575
837
1,150
8,562
(8,169)
393

866 $
(813)
53 $

1,045
(652)
393

The Company had approximately $10.4 million of work under contract remaining to be recognized at March 31,
2017.
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11.

ACCOUNTS PAYABLE RETAINAGE
Accounts payable of approximately $4.7 million at March 31, 2017, included retainage amounts due to
subcontractors of approximately $0.2 million. Accounts payable of approximately $3.8 million at December 31,
2016 included retainage amounts due to subcontractors totaling approximately $0.4 million. Retainage balances at
March 31, 2017, are expected to be settled within the next 12 months.

12.

OTHER ACCRUED LIABILITIES
Other accrued liabilities are comprised of the following (in thousands):
March 31, 2017
(Unaudited)
Accrued interest expense
Accrued sales taxes
Accrued health insurance costs
Accrued sales rebates
Accrued warranty
Other
Total other accrued liabilities

$

$

374
892
108
213
50
90
1,727

December 31, 2016
$

$

637
739
96
327
49
416
2,264

Changes in accrued warranty are summarized below (in thousands):
Three months ended March 31,
2017
2016
(unaudited)
$
49 $
39
1
29
—
(29)
$
50 $
39

Accrual balance, beginning of period
Accruals for warranties
Settlements made
Accrual balance, end of period
13.

NOTES PAYABLE
As of March 31, 2017, we had outstanding notes payable of approximately $4.1 million. Our notes payable included
(i) $2.3 million principal outstanding on KBS’s $4.0 million revolving credit facility under the KBS Loan
Agreement and (ii) $1.8 million principal outstanding on EBGL’s $3.0 million revolving credit facility under the
EBGL Loan Agreement.
10

The KBS Loan Agreement provides KBS with a revolving line of credit with borrowing availability of up to $4.0
million. Availability under the line of credit is based on a formula tied to KBS’s eligible accounts receivable,
inventory, real estate and other collateral. The KBS Loan Agreement was scheduled to expire on February 22, 2018,
but, under the terms of the agreement, was extended automatically for an additional one-year period ending on
February 22, 2019. The KBS Loan Agreement will extend again automatically for an additional one-year period
unless a party provides prior written notice of termination. Upon the final expiration of the term of the KBS Loan
Agreement, the outstanding principal balance is payable in full. Borrowings bear interest at the prime rate plus
2.75%, with interest payable monthly. The KBS Loan Agreement also provides for certain fees payable to Gerber
Finance during its term, including a 1.5% annual facilities fee and a 0.10% monthly collateral monitoring fee.
KBS’s obligations under the KBS Loan Agreement are secured by all of its property and assets and are guaranteed
by ATRM. Unsecured promissory notes issued by KBS and ATRM are subordinate to KBS’s obligations under the
KBS Loan Agreement. The KBS Loan Agreement contains representations, warranties, affirmative and negative
covenants, events of default and other provisions customary for financings of this type. Financial covenants require
that KBS maintain a maximum leverage ratio (as defined in the KBS Loan Agreement) and KBS not incur a net
annual post-tax loss in any fiscal year during the term of the KBS Loan Agreement. At March 31, 2017,
approximately $2.4 million was outstanding under the KBS Loan Agreement, which, after offset of approximately
$0.1 million of unamortized deferred financing costs, is presented at a net amount of approximately $2.3 million on
the Condensed Consolidated Balance Sheet.
As of December 31, 2017, KBS was not in compliance with the financial covenant requiring no net annual post-tax
loss for KBS or the minimum leverage ratio covenant as of the next test date, December 31, 2017. We have begun
discussions with Gerber Finance as to obtaining a waiver for these events. Should the Company be unable to obtain
a waiver from Gerber Finance, it would become an event of default. The occurrence of any event of default under
the KBS Loan Agreement may result in KBS’s obligations under the KBS Loan Agreement becoming immediately
due and payable.
The EBGL Loan Agreement provides EBGL with a revolving working capital line of credit of up to $3.0 million.
Availability under the EBGL Loan Agreement is based on a formula tied to the borrowers’ eligible accounts
receivable, inventory and equipment. The initial term of the EBGL Loan Agreement is set to expire on October 3,
2018, but extends automatically for additional one-year periods unless a party provided prior written notice of
termination. Borrowings bear interest at the prime rate plus 2.75%, with interest payable monthly and the
outstanding principal balance is payable upon the expiration of the term of the EBGL Loan Agreement. Initially,
availability under the EBGL Loan Agreement was limited to $1.0 million, which amount could be increased to up to
$3.0 million in increments of $500,000 upon the request of the borrowers and in the discretion of Gerber Finance.
As of March 31, 2017, maximum availability was set at $2.0 million under the EBGL Loan Agreement. Obligations
under the EBGL Loan Agreement were secured by all of the borrowers’ assets and were guaranteed by the
Company and its other subsidiaries. The EBGL Loan Agreement contains representations, warranties, affirmative
and negative covenants, events of default and other provisions customary for financings of this type. Financial
covenants require that EBGL maintains a minimum tangible net worth and a minimum debt service coverage ratio.
As of March 31, 2017, the Company expected that it would be in compliance with these financial covenants at the
next test date, December 31, 2017; however, as discussed in Note 19, the EBGL Loan Agreement was replaced by a
new working capital line of credit with a new lender. At March 31, 2017, approximately $2.0 million was
outstanding under the EBGL Loan Agreement, which, after offset of approximately $0.2 million of unamortized
deferred financing costs, is presented at a net amount of approximately $1.8 million on the Condensed Consolidated
Balance Sheet. As disclosed in Note 19, the Company refinanced the EBGL Loan Agreement through a new $3.0
million revolving working capital line of credit with Premier Bank on June 30, 2017.
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14.

LONG-TERM DEBT
Long-term debt is comprised of the following (in thousands):
March 31, 2017
(Unaudited)
Promissory note payable to LSVI, a related party,
unsecured, interest of 10% per annum (12% per annum
PIK Interest) payable semi-annually in July and January,
with any unpaid principal and interest due on April 1,
2019

$

Promissory notes payable to LSV Co-Invest I, a related
party, unsecured, interest of 10% per annum (12% per
annum PIK Interest) payable semi-annually in July and
January, with any unpaid principal and interest due on
April 1, 2019

December 31, 2016

4,522

$

4,261

7,625

6,773

392

678

Software installment payment agreement, unsecured,
interest at 8.0% per annum, payable in monthly
installments of $1,199 through September 2020

43

46

Notes payable, secured by equipment, interest at 6.6% to
9.5% per annum, with varying maturity dates through
September 2018

16

22

3,000

3,000

15

—

731

964

Promissory note payable to KBS, sellers, unsecured,
interest imputed at 9.5%, payable in monthly installments
of $100,000 (principal and interest) through July 2017

Promissory note payable to Gerber Finance, secured,
interest at the current prime rate plus 3.0% payable
monthly with any unpaid principal and interest due on
December 31, 2018
Revolving equipment credit line, unsecured
Deferred payments to EBGL Sellers, secured, interest
imputed at 10.0%, quarterly payments of principal and
interest of $250,000 beginning April 1, 2017 through
October 1, 2017; as disclosed in Note 19, the Company
amended the terms of the deferred payments to EBGL
Sellers on June 30, 2017
Total long-term debt
Current portion
Noncurrent portion

$

16,344
(1,132)
15,212 $

15,744
(1,675)
14,069

Under the terms of the amended LSVI and LSV Co-Invest I promissory notes, the Company, at its sole option, may
elect to make any interest payment in PIK Interest at an effective rate of 12% per annum (versus the 10% interest
rate applied to cash payments) for that period. The Company elected the PIK Interest option for its interest
payments in 2016 and recorded approximately $1.1 million of PIK Interest as part of the principal balance of the
LSVI and LSV Co-Invest I promissory notes at December 31, 2016 and March 31, 2017. Subsequently, the
Company has elected the PIK Interest option for its interest payments in 2017.
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On March 31, 2017, ATRM entered into an additional Securities Purchase Agreement with LSV Co-Invest I.
Pursuant to this agreement, LSV Co-Invest I purchased for $0.5 million in cash, an unsecured promissory note dated
March 31, 2017, made by ATRM in the principal amount of $0.5 million. The note bears interest at 10.0% per
annum, with interest payable semiannually in January and July; provided, however, LSV Co-Invest I may elect to
receive any PIK Interest at an annual rate of 12.0%, so long as any such interest payment is made either (x) entirely
in PIK Interest or (y) 50% cash and 50% PIK Interest. Except for the principal amount and the PIK Interest feature,
the terms of this promissory note are identical to the terms of the previous LSVI and LSV Co-Invest I promissory
notes.
As disclosed in Note 19, subsequent to March 31, 2017, the Company, LSVI, and LSV Co-Invest I entered into an
exchange agreement whereby the outstanding LSVI and LSV Co-Invest I promissory notes, along with accrued
interest, were exchanged for 132,548 shares of the Company’s 10.0% Series B Cumulative Preferred Stock.
The Company is party to a Registration Rights Agreement with LSVI, providing LSVI with certain demand and
piggyback registration rights, effective at any time after July 30, 2014, with respect to the 107,297 shares of our
common stock issued upon the conversion of a convertible promissory note held by LSVI in 2014.
As of March 31, 2017, LSVI owned 1,067,885 shares of our common stock, or approximately 45.1% of our
outstanding shares, including 900,000 shares purchased in a common stock rights offering we completed in
September 2015. Jeffrey E. Eberwein, ATRM’s Chairman of the Board, is the manager of LSVGP, the general
partner of LSVI and LSV Co-Invest I, and the sole member of LSVM, the investment manager of LSVI.
ATRM’s entry into the securities purchase agreements with LSVI and LSV Co-Invest I was approved by a Special
Committee of our Board consisting solely of independent directors.
15.

STOCK INCENTIVE PLAN AND SHARE-BASED COMPENSATION
ATRM uses the fair value method to measure and recognize share-based compensation. We determine the fair value
of stock options on the grant date using the Black-Scholes option valuation model. We determine the fair value of
restricted stock awards based on the quoted market price of our common stock on the grant date. We recognize the
compensation expense for stock options and restricted stock awards on a straight-line basis over the vesting period
of the applicable awards.
2014 Incentive Plan
The Company has a stock incentive plan that was approved by the Board and became effective on December 4,
2014 (the “2014 Plan”) upon approval by shareholders. The 2014 Plan is administered by the Compensation
Committee of the Board. The purpose of the 2014 Plan is to provide employees, consultants and Board members the
opportunity to acquire an equity interest in the Company through the issuance of various stock-based awards such as
stock options and restricted stock.
Under the 2014 Plan, prior to January 1, 2016, 60,000 restricted shares of the Company’s common stock were
granted to its directors and its then Chief Financial Officer. The shares vested one year after the grant date and the
fair value of the awards was determined to be $4.48 per share, the closing price of our common stock on the grant
date. Compensation expense related to these grants amounted to approximately $67,000 for the three months ended
March 31, 2016 and is included in the caption “Selling, general and administrative expenses” in our Condensed
Consolidated Statement of Operations.
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On October 19, 2016, ATRM granted 30,000 restricted shares of the Company’s common stock to its Chief
Executive Officer, Chief Financial Officer and former Chief Financial Officer (10,000 shares each). The shares vest
one year after the grant date and the fair value of the awards was determined to be $2.25 per share, the closing price
of our common stock on the grant date. Compensation expense related to these grants amounted to approximately
$17,000 for the three months ended March 31, 2017, and is included in the caption “Selling, general and
administrative expenses” in our Condensed Consolidated Statement of Operations. The remaining compensation
expense of approximately $37,000 has been recognized on a straight-line basis through October 19, 2017.
2003 Stock Incentive Plan
A stock incentive plan approved by our shareholders and adopted in May 2003 (the “2003 Plan”) terminated in
February 2013. Stock options granted under the 2003 Plan continue to be exercisable according to their individual
terms. The following table summarizes stock option activity under the 2003 Plan for the three months ended March
31, 2017:

Outstanding, January 1, 2017
Options expired during the three months
ended March 31, 2017
Outstanding, March 31, 2017
Exercisable, March 31, 2017

Weighted
Number
Average
of Shares
Exercise Price
27,500 $
6.88

Weighted
Average
Remaining
Contract
Term

Aggregate
Intrinsic
Value (in
thousands)

(16,200) $
11,300 $

7.75
5.64

0.62 years $

0

11,300 $

5.64

0.62 years $

0

All stock options outstanding at March 31, 2017, are nonqualified options, all of which expired unexercised at
varying dates through November 2017. The aggregate intrinsic values in the table above are zero because the option
exercise prices for all outstanding options exceeded ATRM’s closing stock price on March 31, 2017.
16.

INCOME TAXES
We record the benefit we will derive in future accounting periods from tax losses and credits and deductible
temporary differences as “deferred tax assets.” We record a valuation allowance to reduce the carrying value of our
net deferred tax assets if, based on all available evidence, it is more likely than not that some or all of the deferred
tax assets will not be realized. Since 2009, we have maintained a valuation allowance to fully reserve our deferred
tax assets. We recorded a full valuation allowance in 2009 because we determined there was not sufficient positive
evidence regarding our potential for future profits to outweigh the negative evidence of our three-year cumulative
loss position at that time. We expect to continue to maintain a full valuation allowance until we determine that we
can sustain a level of profitability that demonstrates our ability to realize these assets. To the extent we determine
that the realization of some or all of these benefits is more likely than not based upon expected future taxable
income, a portion or all of the valuation allowance will be reversed. Such a reversal would be recorded as an income
tax benefit and, for some portion related to deductions for stock option exercises, an increase in shareholders’
equity.
At March 31, 2017, we have recorded a deferred tax liability of $20,700 for the taxable differences related to our
indefinite-lived intangible assets when calculating our valuation allowance due to the unpredictability of the reversal
of these differences.
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17.

LEGAL PROCEEDINGS
The Company is and may become involved in various lawsuits as well as other certain legal proceedings that arise
in the ordinary course of business. Information regarding certain material proceedings is provided below.
UTHE Technology Corporation v. Aetrium Incorporated
Since December 1993, an action brought by UTHE Technology Corporation (“UTHE”) against ATRM and its then
sales manager for Southeast Asia (“Sales Manager”), asserting federal securities claims, a RICO claim, and certain
state law claims, had been stayed in the United States District Court for the Northern District of California. UTHE’s
claims were based on its allegations that four former employees of a Singapore company, which UTHE formerly
owned, conspired to and did divert business from the subsidiary, and in turn UTHE, and directed that business to
themselves and a secret company they had formed, which forced UTHE to sell its subsidiary shares to the former
employee defendants at a distressed price. The complaint alleged that ATRM and the Sales Manager participated in
the conspiracy carried out by the former employee defendants. In December 1993, the case was dismissed as to the
former employee defendants because of a contract requiring UTHE and them to arbitrate their claims in Singapore.
The district court stayed the case against ATRM and the Sales Manager pending the resolution of arbitration in
Singapore involving UTHE and three of the former employee defendants, but not involving ATRM or the Sales
Manager. ATRM received notice in March 2012 that awards were made in the Singapore arbitration against one or
more of the former employee defendants who were parties to the arbitration. In June 2012, UTHE filed a motion to
reopen the case against ATRM and the Sales Manager and to lift the stay, which the court granted. On September
13, 2013, the court entered final judgment dismissing all remaining claims UTHE asserted against ATRM in the
litigation. On September 23, 2013, UTHE appealed the district court judgment to the United States Court of Appeal
for the Ninth Circuit only as to the dismissal of UTHE’s RICO claim. The appeal was argued in a court hearing on
November 19, 2015. On December 11, 2015, the court of appeal issued an order reversing the district court’s grant
of summary judgment of UTHE’s RICO claim and remanded the case back to the district court for further
proceedings. On April 20, 2016, the district court stayed the case pending a decision in the Supreme Court case RJR
Nabisco, Inc. v. The European Community, No. 15-138. A decision in the RJR Nabisco case was issued on June 20,
2016. On July 14, 2016, ATRM filed a motion for summary judgment in the district court seeking dismissal in light
of the RJR Nabisco decision. On August 26, 2016, the district court granted ATRM’s motion for summary judgment
and dismissed the case. On September 19, 2016, UTHE filed its appeal to the Ninth Circuit of the district court’s
grant of summary judgment and dismissal. The parties completed the appellate briefing on February 13, 2017. Oral
arguments were held by the appellate court on February 14, 2018. The court is expected to render its decision on the
appeal within 90 days. We continue to believe that the claims asserted in this matter do not have any merit and
intend to vigorously defend the action.
KBE Building Corporation v. KBS Builders, Inc., and ATRM Holdings, Inc., et al.
At the time of the KBS acquisition in April 2014, KBS purchased receivables for a construction project known as
the Nelton Court Housing Project (“Nelton Court”) in Hartford, CT, and also performed certain “punch-list” and
warranty work. Modular units for Nelton Court were supplied by KBS Building Systems, Inc. (“KBS-BSI”)
pursuant to a contract with KBE Building Corporation (“KBE”). KBE has asserted claims against KBS-BSI, KBS
and ATRM arising out of alleged delays, and for the repair of certain alleged defects in the modular units supplied
to the project. KBE’s claim seeks an unspecified amount of damages. The action has been transferred to the
complex litigation docket of the Hartford Superior Court. The Hartford Superior Court has set a trial date for
February 2018, but that date will likely be continued because all of the parties have participated in mediation and
settlement negotiations are ongoing, so no depositions have yet been conducted. On December 18, 2017, KBS was
notified that a global settlement had been reached between all defendants and the plaintiff. Under the settlement,
KBS’s insurance carriers have agreed to pay $300,000 to the plaintiff.
From time to time, in the ordinary course of ATRM’s business, it is party to various other disputes, claims and legal
proceedings. In the opinion of management, based on information available at this time, such disputes, claims and
proceedings will not have a material effect on ATRM’s consolidated financial statements.
15

18.

OPERATING SEGMENTS
Prior to the EBGL Acquisition in October 2016, the Company’s operating results reflected the operating results of
KBS, along with certain corporate overhead and corporate borrowing activity. Since the EBGL Acquisition, the
Company manages and organizes its business in two distinct reportable segments: (i) modular building
manufacturing and (ii) structural wall panel and wood foundation manufacturing, including building supply retail
operations. The modular building manufacturing segment, through KBS, manufactures modular buildings for both
single-family residential homes and larger, commercial building projects. The structural wall panel and wood
foundation manufacturing segment (which also includes the building supply retail operations) manufactures
structural wall panels for both residential and commercial projects as well as permanent wood foundation systems
for residential homes, through the EdgeBuilder subsidiary, in addition to operating a local building supply retail
operation, through the Glenbrook subsidiary. The Company also has corporate level activities and expenditures
which are not considered a reportable segment.
Each segments’ accounting policies are the same as those described in the summary of significant accounting
policies, included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2016. There are
no intersegment sales.
The Company’s reportable business segments are strategic business units that offer different products and services.
Each segment is managed separately because they have different manufacturing processes and market to different
customer bases, in geographically different markets.
The following table presents certain financial information regarding each reportable segment as of and for the three
months ended March 31, 2017 (in thousands):
Structural Wall
Panel
Manufacturing

Modular Home
Manufacturing
Segment net sales
Depreciation and amortization expense
Interest expense, net
Segment net income (loss)
Total segment assets
Expenditures for segment assets

$

5,608
123
85
35
7,867
19

$

Total

3,796 $
156
129
(279)
8,463
23

9,404
279
214
(244)
16,330
42

Reconciliation of Segment Information (in thousands)
Revenues
Total net sales for reportable segments
Other net sales
Consolidated net sales

$
$

Net loss
Total net loss for reportable segments
Other net sales
Unallocated amounts:
Other corporate expenses
Interest expense
Change in fair value of contingent earn-out receivable
Provision for income taxes
Consolidated net loss
Assets
Total assets for reportable segments
Other assets
Consolidated assets

$

$
$
$

16

9,404
—
9,404
244
—
477
349
(213)
4
861
16,330
1,524
17,854

Other Significant Adjustments
Depreciation and amortization expense
Interest expense

Segment Totals
$
$

280 $
214 $

Adjustments
— $
349 $

Consolidated
Totals
280
563

The adjustment to interest expense is the amount of interest incurred by the Company at the parent level, but not
allocated to the operating segments. The other adjustments reflect amounts incurred at the parent not allocated to the
operating segments. None of the other adjustments are considered significant.
19.

SUBSEQUENT EVENTS
EBGL Line of Credit
On June 30, 2017, EBGL entered into a Revolving Credit Loan Agreement (the “Premier Loan Agreement”) with
Premier Bank (“Premier”) providing EBGL with a working capital line of credit of up to $3.0 million. The Premier
Loan Agreement replaced the EBGL Loan Agreement with Gerber Finance, which was terminated on the same date.
Availability under the Premier Loan Agreement is based on a formula tied to EBGL’s eligible accounts receivable,
inventory and equipment, and borrowings bear interest at the prime rate plus 1.50%, with interest payable monthly
and the outstanding principal balance payable upon expiration of the term of the Premier Loan Agreement. The
Premier Loan Agreement also provides for certain fees payable to Premier during its term. The initial term of the
Premier Loan Agreement expires on June 30, 2018, but may be extended from time to time at our request, subject to
approval by Premier. EBGL’s obligations under the Premier Loan Agreement are secured by all of their inventory,
equipment, accounts and other intangibles, fixtures and all proceeds of the foregoing.
The Premier Loan Agreement contains representations, warranties, affirmative and negative covenants, events of
default and other provisions customary for financings of this type. The occurrence of any event of default under the
Premier Loan Agreement may result in the obligations of EBGL becoming immediately due and payable.
As a condition to closing the Premier Loan Agreement, each of the Company and Jeffrey E. Eberwein, a director of
the Company, executed a guaranty, dated as of the same date, in favor of Premier, absolutely and unconditionally
guaranteeing all of EBGL’s obligations under the Premier Loan Agreement.
In connection with EBGL’s entry into the Premier Loan Agreement, and on the same date, EBGL repaid in full all
of their obligations under and terminated the EBGL Loan Agreement. Pursuant to the termination of the EBGL
Loan Agreement, all obligations of the Company in favor of Gerber Finance in connection with the EBGL Loan
Agreement were extinguished.
Amended Asset Purchase Agreement
On June 30, 2017, the Company and the EBGL Sellers agreed to amend that certain Asset Purchase Agreement,
dated as of October 4, 2016 (as amended, the “EBGL Asset Purchase Agreement”). Under the terms of this
amendment, EBGL’s obligations to pay certain deferred payments to the EBGL Sellers ($0.75 million) and the
contingent earn-out payment ($1.0 million) were replaced with set monthly payments totaling $1.8 million, payable
with an initial $0.2 million payment made on or about July 3, 2017, and 16 monthly installments of $0.1 million
beginning August 1, 2017, and ending on November 1, 2018.
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Amendments to Gerber Finance Loan Agreements
On June 30, 2017, the parties to the KBS Loan Agreement entered into a Third Agreement of Amendment to Loan
and Security Agreement providing for increased availability under the KBS Loan Agreement to KBS under certain
circumstances, and certain other changes, as well as a waiver of certain covenants.
On June 30, 2017, the Company entered into a Second Agreement of Amendment to Loan and Security Agreement
to amend the Acquisition Loan Agreement to waive certain covenants and to make certain amendments in
connection with the termination of the EBGL Loan Agreement and refinancing under the Premier Loan Agreement.
On July 20, 2017, the parties to the KBS Loan Agreement entered into a Fourth Agreement of Amendment to Loan
and Security Agreement providing for increased availability under the KBS Loan Agreement to KBS for new
equipment additions, as well as a waiver for certain covenants.
On September 29, 2017, the parties to the KBS Loan Agreement entered into a Fifth Agreement of Amendment to
Loan and Security Agreement and the parties to the Acquisition Loan Agreement entered into a Third Agreement of
Amendment to Loan and Security Agreement in conjunction with the Exchange with LSVI and LSV Co-Invest (see
discussion below).
On December 22, 2017, the parties to the KBS Loan Agreement entered into a Sixth Agreement of Amendment to
Loan and Security Agreement providing for increased availability under the KBS Loan Agreement to KBS under
certain circumstances, and certain other changes. In connection with this amendment to the KBS Loan Agreement,
Jeffrey E. Eberwein, a director of the Company, executed a guaranty dated November 20, 2017 in favor of Gerber
Finance unconditionally guaranteeing up to $500,000 of KBS’s obligations under the KBS Loan Agreement arising
from certain permitted overadvances. On December 22, 2017, the Company also entered into a Fourth Agreement of
Amendment to Loan and Security Agreement to amend the terms of the Acquisition Loan Agreement to reflect
certain changes made to the KBS Loan Agreement.
Preferred Stock Exchange
On September 29, 2017, the Company, LSVI and LSV Co-Invest I entered into an Exchange Agreement, dated as of
the same date (the “Exchange Agreement”), pursuant to which the Company issued to LSVI and LSV Co-Invest I a
total of 132,548 shares of a new class of 10.00% Series B Cumulative Preferred Stock, par value $0.001 per share
(the “Series B Stock”), of the Company in exchange for the return and cancellation of all of the unsecured
promissory notes of the Company (the “Notes”) held by LSVI and LSV Co-Invest I (the “Exchange”). The Notes
had an aggregate of $13.3 million unpaid principal and accrued and unpaid interest outstanding at the time of their
cancellation. The material terms of the Series B Stock are described in the Company’s Current Report on Form 8-K
filed with the SEC on October 4, 2017.
On September 29, 2017, in connection with the Exchange, the Company entered into a Registration Rights
Agreement, dated as of the same date (the “Registration Rights Agreement”), with LSVI and LSV Co-Invest I. The
Registration Rights Agreement provides that at any time after October 15, 2018, upon the written request of the
holders of at least 66 2/3% of the shares of Series B Stock issued in the Exchange that qualify as registrable
securities as defined therein, the Company will prepare and file with the SEC a registration statement covering the
resale of those shares by their holders.
At the time of the Exchange, LSVI also owned 1,067,885 shares of the Company’s common stock, or approximately
45% of the shares outstanding. Additionally, 10,000 shares of the Company’s common stock were held in an
account managed by LSVM, an affiliate of LSVI and LSV Co-Invest I. Jeffrey E. Eberwein, Chairman of the Board,
is the manager of LSVGP, the general partner of LSVI and LSV Co-Invest I, and the sole member of LSVM, the
investment manager of LSVI, and therefore may be deemed to beneficially own the securities owned by LSVI and
the securities held in the account managed by LSVM. The terms of the Exchange Agreement and the Series B Stock
were negotiated and approved by a special committee of the Board consisting solely of disinterested and
independent directors.
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On September 29, 2017, in connection with the Exchange, the Company entered into amendments to its two Loan
and Security Agreements (as amended, the “Loan Agreements”) with Gerber Finance to permit the Exchange and
the Company’s payment of dividends on the Series B Stock in-kind, by the issuance of additional shares of Series B
Stock, in accordance with the terms of the Series B Stock (as described below). Under the Loan Agreements, the
Company is not permitted to pay dividends on the Series B Stock in cash without the consent of Gerber Finance.
Additionally, in connection with the Exchange, the subordination agreements by and among the Company, LSVI,
LSV Co-Invest I and Gerber Finance, providing for the subordination of the Company’s obligations under the Notes
to its obligations to Gerber Finance, were terminated.
Charter Amendments
At the Company’s 2017 Annual Meeting of Shareholders held on December 4, 2017, shareholders approved
amendments to its Amended and Restated Articles of Incorporation (the “Existing Charter”) to:
(i)

increase the number of authorized shares of the Company’s capital stock from 3,200,000 to
10,000,000, and make corresponding changes to the number of authorized shares of the Company’s
common stock and preferred stock;

(ii)

effect a 4-for-1 forward stock split of the Series B Stock; and

(iii)

effect an extension to December 5, 2020 of the provisions of the Existing Charter designed to
protect the tax benefits of the Company’s net operating loss carryforwards by generally restricting
any direct or indirect transfers of the Company’s common stock that increase the direct or indirect
ownership of the Company’s common stock by any Person (as defined in the Existing Charter) from
less than 4.99% to 4.99% or more of the Company’s common stock, or increase the percentage of
the Company’s common stock owned directly or indirectly by a Person owning or deemed to own
4.99% or more of the Company’s common stock (the “Extended Protective Amendment”).

On December 4, 2017, the Company filed Articles of Amendment with the Office of the Secretary of State of the
State of Minnesota to effect these amendments.
Promissory Note Sale to LSV Co-Invest I
On January 12, 2018, the Company issued to LSV Co-Invest I an unsecured promissory note in the principal amount
of $0.5 million in exchange for the same amount in cash (the “LSV Co-Invest I Note”). The LSV Co-Invest I Note
was issued pursuant to a securities purchase agreement by and between the Company and LSV Co-Invest I dated as
of the same date. The LSV Co-Invest I Note bears interest at 10.0% per annum, with interest payable semiannually;
provided, however, LSV Co-Invest I may elect to receive any interest as PIK Interest at an annual rate of 12.0%, so
long as any such interest payment is made either (x) entirely in PIK Interest or (y) 50% cash and 50% PIK Interest.
Any unpaid principal and interest under the LSV Co-Invest I Note is due on January 12, 2020. The Company may
prepay the LSV Co-Invest I Note at any time after a specified amount of advance notice to LSV Co-Invest I (subject
to certain restrictions under the Company’s existing loan agreements). The LSV Co-Invest I Note provides for
customary events of default, the occurrence of any of which may result in the principal and unpaid interest then
outstanding becoming immediately due and payable.
As of January 12, 2018, LSVI owned 1,067,885 shares of our common stock, or approximately 45.1% of our
outstanding shares, including 900,000 shares purchased in a common stock rights offering we completed in
September 2015. Jeffrey E. Eberwein, ATRM’s Chairman of the Board, is the manager of LSVGP, the general
partner of LSVI and LSV Co-Invest I, and the sole member of LSVM, the investment manager of LSVI. ATRM’s
entry into the securities purchase agreement with LSV Co-Invest I was approved by a Special Committee of our
Board consisting solely of independent directors.
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ATRM HOLDINGS, INC.
Item 2.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis should be read in conjunction with our unaudited Condensed
Consolidated Financial Statements, and the notes thereto, and other financial information appearing
elsewhere in this Quarterly Report on Form 10-Q and the audited consolidated financial statements and notes
thereto included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016 (the “2016
10-K”). All figures in the following discussion are presented on a consolidated basis. All dollar amounts and
percentages presented herein have been rounded to approximate values.
Forward-Looking Statements
This report may contain “forward-looking statements,” as such term is used within the meaning of the
Private Securities Litigation Reform Act of 1995. These forward-looking statements are not based on
historical fact and involve assessments of certain risks, developments, and uncertainties in our business
looking to the future. Such forward-looking statements can be identified by the use of terminology such as
“may,” “will,” “should,” “expect,” “anticipate,” “estimate,” “intend,” “continue,” or “believe,” or the
negatives or other variations of these terms or comparable terminology. Forward-looking statements may
include projections, forecasts, or estimates of future performance and developments. These forwardlooking statements are based upon assumptions and assessments that we believe to be reasonable as of the
date of this report. Whether those assumptions and assessments will be realized will be determined by
future factors, developments, and events, which are difficult to predict and may be beyond our control.
Actual results, factors, developments, and events may differ materially from those we assumed and
assessed. Risks, uncertainties, contingencies, and developments, including those discussed in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this report
and those identified in “Risk Factors” in the 2016 10-K, could cause our future operating results to differ
materially from those set forth in any forward-looking statement. There can be no assurance that any such
forward-looking statement, projection, forecast or estimate contained can be realized or that actual returns,
results, or business prospects will not differ materially from those set forth in any forward-looking
statement. Given these uncertainties, readers are cautioned not to place undue reliance on such forwardlooking statements. We disclaim any obligation to update any such factors or to publicly announce the
results of any revisions to any of the forward-looking statements contained herein to reflect future results,
events or developments.
Recent Developments
Prior to October 2016, ATRM’s sole business was the manufacturing, selling and distributing modular
housing units for residential and commercial use. On October 4, 2016, we completed the EBGL
Acquisition, adding Glenbrook and EdgeBuilder to our operations. Currently, through our wholly-owned
subsidiaries, KBS, Glenbrook and EdgeBuilder, we manufacture modular buildings for commercial and
residential applications in production facilities located in South Paris and Waterford, Maine, operate a
retail lumber yard located in Oakdale, Minnesota, and manufacture structural wall panels, permanent
wood foundation systems and other engineered wood products for use in construction of commercial and
residential buildings in a production facility located in Prescott, Wisconsin.
On June 30, 2017, EBGL entered into the Premier Loan Agreement with Premier providing EBGL with a
working capital line of credit of up to $3.0 million. The Premier Loan Agreement replaced the EBGL
Loan Agreement with Gerber Finance, which was terminated on the same date.
On June 30, 2017, the Company and EdgeBuilder Wall Panels, Inc. and Glenbrook Lumber & Supply,
Inc. (collectively the “EBGL Sellers”) amended the EBGL Asset Purchase Agreement, replacing EBGL’s
obligations to pay certain deferred payments to the EBGL Sellers ($0.75 million) and the contingent earnout payment ($1.0 million) with set monthly payments totaling $1.8 million, payable with an initial
$200,000 payment made on or about July 3, 2017, and 16 monthly installments beginning August 1, 2017,
and ending on November 1, 2018.
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On September 29, 2017, we completed the Exchange, issuing to LSVI and LSV Co-Invest I a total of
132,548 shares of Series B Stock in exchange for the return and cancellation of all of the Notes held by
LSVI and LSV Co-Invest I. The Notes had an aggregate of $13.3 million unpaid principal and accrued
and unpaid interest outstanding at the time of their cancellation. The material terms of the Series B Stock
are described in the Company’s Current Report on Form 8-K filed with the SEC on October 4, 2017.
On January 12, 2018, the Company issued to LSV Co-Invest I an unsecured promissory note in the
principal amount of $0.5 million in exchange for the same amount in cash (the “LSV Co-Invest I Note”).
The LSV Co-Invest I Note was issued pursuant to a securities purchase agreement by and between the
Company and LSV Co-Invest I dated as of the same date. The LSV Co-Invest I Note bears interest at
10.0% per annum, with interest payable semiannually; provided, however, LSV Co-Invest I may elect to
receive any interest as PIK Interest at an annual rate of 12.0%, so long as any such interest payment is
made either (x) entirely in PIK Interest or (y) 50% cash and 50% PIK Interest. Any unpaid principal and
interest under the LSV Co-Invest I Note is due on January 12, 2020. The Company may prepay the LSV
Co-Invest I Note at any time after a specified amount of advance notice to LSV Co-Invest I (subject to
certain restrictions under the Company’s existing loan agreements). The LSV Co-Invest I Note provides
for customary events of default, the occurrence of any of which may result in the principal and unpaid
interest then outstanding becoming immediately due and payable.
Results of Operations
Net Loss. Net loss for the three months ended March 31, 2017, was approximately $0.9 million as
compared to net loss of approximately $1.7 million for the same period in 2016. This improvement in
operating results from the prior year was primarily due to the acquisition of EBGL’s operations
completed in October 2016, which added an overall gross margin of $0.4 million, and an improvement in
overall gross margins at KBS due to operational improvements as discussed below.
Net Sales. Net sales were approximately $9.4 million for the three months ended March 31, 2017,
compared with approximately $5.1 million for the same period in 2016; an increase of approximately
$4.3 million. The addition of the EBGL operations, which were acquired in October 2016, added
approximately $3.8 million in net sales for the three months ended March 31, 2017. The remaining
increase of $0.5 million is related to the growth of net sales for KBS. KBS’s net revenues for the three
months ended March 31, 2017 were approximately $5.6 million as compared to approximately $5.1
million for the three months ended March 31, 2016. KBS’s growth in net sales was driven primarily by
the sale of single-family homes, which increased from approximately $3.5 million for the three months
ended March 31, 2016 to approximately $4.6 million for the three months ended March 31, 2017. This
$1.1 million increase in the sale of single-family homes was partially offset by a decrease in revenue
related to commercial projects of approximately $0.6 million from approximately $1.6 million for the
three months ended March 31, 2016 to approximately $1.0 million for the three months ended March 31,
2017. The decrease in commercial project revenue reflects KBS’s previously announced strategic plan to
focus on its residential home business, while continuing to be selective in the major commercial projects
it selects. Net revenue from the sales of single-family homes represented 82% and 69% of total KBS net
revenue for the three-month periods ended March 31, 2017 and 2016, respectively. Conversely, net
revenue from commercial projects represented 18% and 31% of total KBS net revenue for the threemonth periods ended March 31, 2017 and 2016, respectively. Additionally, the increase in sales of singlefamily homes at KBS for the three-month period ended March 31, 2017, as compared to the three-month
period ended March 31, 2016, included an improved sales mix of its residential single-family homes,
which contributed to the increase in overall gross margins.
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Cost of Sales. Cost of sales amounted to approximately $8.2 million for the three months ended March
31, 2017, compared with approximately $5.4 million for the same period in 2016. This increase of
approximately $2.8 million was due to the addition the addition of the EBGL operations, which were
acquired in October 2016, which added approximately $3.4 million in cost of sales for the three months
ended March 31, 2017. This increase due to the EBGL Acquisition was partially offset by the decrease of
approximately $0.6 million in the cost of sales for KBS. Despite the growth in KBS’s net revenues over
the prior first quarter, KBS’s costs of sales decreased. This decrease in cost of sales for KBS as compared
to the prior year reflects the results of KBS’s strategic initiatives including more selectivity in the
commercial projects the company undertakes, improved project pricing (including implementing price
increases to its customers) and ongoing cost control and efficiency measures, as disclosed in Note 2 to the
Condensed Consolidated Financial Statements, resulting in lower direct and overhead costs. Additionally,
due to the strong backlog as of December 31, 2016, going into the first quarter, KBS was able to operate
its South Paris factory at or near full capacity through the entire first quarter of 2017 as compared to the
first quarter of 2016 where the factory operated at only approximately half capacity throughout the
quarter due to a seasonal weakness in sales and limited backlog. The strategic initiatives at KBS, coupled
with an improved sales mix and high capacity utilization rates, have resulted in higher gross margins for
the first three months of 2017 as compared to the same period in 2016.
Selling, General and Administrative. Selling, general and administrative (“SG&A”) expense was
approximately $1.7 million and $1.0 million for the three months ended March 31, 2017, and 2016,
respectively. The increase in SG&A expense of $0.7 million is primarily attributable to the addition of
the EBGL operations, which were acquired in October 2016, which added approximately $0.5 million of
selling, general and administrative expenses (including $0.1 million of amortization expense related to
the acquired intangible assets) to the Company’s operating results. In addition, SG&A increased due to
higher legal fees incurred related to post-acquisition related matters with respect to the EBGL
Acquisition, as well as higher costs for KBS related to commissions and bank services charges incurred
in 2017 not incurred in the same period in 2016. Commissions at KBS relate to the addition of outside
sales representatives in 2016 and bank service charges related to the KBS line of credit with Gerber
Finance added in February 2016.
Interest Expense. Interest expense increased by approximately $0.3 million from approximately $0.3
million for the three months ended March 31, 2016 to approximately $0.6 million for the three months
ended March 31, 2017. This increase is attributable to the increase in overall debt for the Company from
approximately $12.8 million at March 31, 2016, to approximately $20.5 million at March 31, 2017. See
Notes 13 and 14 to the Condensed Consolidated Financial Statements for the period ended March 31,
2017, for further details on the Company’s outstanding debt. In addition to the overall increase in
outstanding debt, the increase in interest expense is also attributable to the higher interest rate related to
the Notes held by LSVI and LSV Co-Invest I, which were accrued at the PIK Interest rate of 12% during
the three months ended March 31, 2017, versus the cash interest rate of 10% for the same period in 2016.
The Company elected the PIK Interest option for the three-month period ended March 31, 2017.
Income Taxes. Since 2009, we have maintained a valuation allowance to fully reserve our deferred tax
assets. We expect to continue to maintain a full valuation allowance until we determine that we can
sustain a level of profitability that demonstrates our ability to realize these assets. To the extent we
determine that the realization of some or all of these benefits is more likely than not based upon expected
future taxable income, a portion or all of the valuation allowance will be reversed. Such a reversal would
be recorded as an income tax benefit and, for some portion related to deductions for stock option
exercises, a decrease in shareholders’ deficit. We recorded income tax expense of $4,000 for the three
months ended March 31, 2017 and 2016, respectively, which included deferred income tax expense
associated with taxable differences related to our indefinite-lived intangible assets which are omitted
from the calculation of our valuation allowance due to the unpredictability of the reversal of these
differences.
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Financial Condition, Liquidity and Capital Resources
Cash and cash equivalents, including restricted cash, decreased by approximately $0.6 million in the three
months ended March 31, 2017.
Cash flows used in operating activities. In the three months ended March 31, 2017, cash flows used in
operating activities were approximately $1.2 million, consisting primarily of changes in working capital
of approximately $1.1 million and our net loss of approximately $0.9 million and the non-cash net
changes in the fair value of our contingent earnouts of approximately $0.2 million, partially offset by the
non-cash PIK Interest of approximately $0.6 million, approximately $0.4 million of non-cash
depreciation amortization and share-based compensation expense. Working capital changes for the threemonth period ended March 31, 2017, netted to approximately $1.1 million including an increase of
approximately $1.8 million in accounts receivable resulting from the increased sales activity and the
timing differences in billings to customers and payments received from customers, and a decrease of
approximately $0.5 million in other accrued liabilities, primarily accrued interest. These were partially
offset by increases of approximately $0.9 million in trade accounts payable and $0.2 million in billings in
excess of costs and estimated profit.
In the three months ended March 31, 2016, cash flows used in operating activities was approximately
$1.9 million, consisting primarily of our net loss of approximately $1.7 million and approximately $0.4
million in working capital changes, partially offset by approximately $0.2 million of non-cash
depreciation, amortization and share-based compensation expense. Working capital changes using cash
included a $0.3 million increase in costs and estimated profit in excess of billings and decreases of
approximately $1.1 million, $0.2 million, and $0.7 million in accounts payable, billings in excess of costs
and estimated profit, and other accrued liabilities, respectively, partially offset by decreases of
approximately $1.5 million and $0.3 million in accounts receivable and inventories, respectively, and a
$0.2 million increase in accrued compensation. The decreases in accounts receivable, inventories and
accounts payable were primarily attributable to the lower sales and production activity in the first quarter
of fiscal year 2016 compared to the fourth quarter of fiscal year 2015. The increase in costs and estimated
profit in excess of billings resulted primarily from an increase in work in process related to projects
scheduled for delivery in the second quarter of fiscal year 2016. The decrease in billings in excess of
costs and estimated profit reflected primarily the delivery of modules for two multi-tenant buildings in
the first quarter of fiscal year 2016. The decrease in other accrued liabilities included the settlement of
approximately $0.3 million in accrued sales rebates and decreases of approximately $0.3 million and $0.1
million in accrued interest expense and accrued severance costs, respectively.
Cash flows generated by investing activities. Cash flows from investing activities were insignificant for
the three-month periods ending March 31, 2017 and 2016, amounting to less than $0.1 million.
Cash flows generated by financing activities. In the three months ended March 31, 2017, cash flows
generated by financing activities was approximately $0.6 million, which included $0.5 million proceeds
from the issuance of the promissory note to LSV Co-Invest I on March 31, 2017 and approximately $0.7
million of net advances under the revolving lines of credit for KBS and EBGL, offset by approximately
$0.5 million in payments on our long-term debt including a scheduled payment of $0.25 million to the
EBGL Sellers and three scheduled payments totaling $0.3 million to the primary seller of KBS.
In the three months ended March 31, 2016, cash flows generated by financing activities was
approximately $1.5 million, which included approximately $2.9 million of net advances under the KBS
Loan Agreement, offset by payments of approximately $0.2 million for financing costs under this line of
credit, and approximately $1.3 million to reduce principal balances of our long-term debt.
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We acknowledge that the Company continues to face a challenging operating environment, and while we
continue to focus on improving our overall profitability, we reported an operating loss for the quarter
ended March 31, 2017. We have incurred significant operating losses in recent years and, as of March 31,
2017, we had an accumulated deficit of approximately $81 million. Working capital has remained
negative over the past several years. Cash used in operating activities, while improved as compared to the
quarter ended March 31, 2016, remains negative for the quarter ended March 31, 2017. This has required
us to generate funds from investing and financing activities. At March 31, 2017, we had outstanding debt
of approximately $20.5 million.
We have issued various promissory notes to finance our acquisitions of KBS and EBGL and to provide
for our general working capital needs. As of March 31, 2017, we had outstanding debt totaling
approximately $20.5 million. Our debt included (i) $2.3 million principal outstanding on KBS’s $4.0
million revolving credit facility under the KBS Loan Agreement, $1.8 million principal outstanding on
EBGL’s $3.0 million revolving credit facility under the EBGL Loan Agreement and $3.0 million
principal outstanding under the Acquisition Loan Agreement, (ii) $4.5 million principal amount of Notes
issued to LSVI and $7.6 million principal amount of Notes issued to LSV Co-Invest I, with interest
payable semiannually and any unpaid principal and interest is due on April 1, 2019, and (iii) $0.4 million
principal amount outstanding under an unsecured promissory note issued to the primary sellers of KBS,
payable in monthly installments of $100,000, inclusive of interest, through July 1, 2017. We also had
obligations to make $0.75 million in deferred cash payments to the sellers of EBGL, payable in quarterly
installments of $250,000, inclusive of interest, through October 1, 2017. Since March 31, 2017, we have
made the following changes to the Company’s outstanding debt:
●
●
●
●

●

On June 30, 2017, the EBGL Loan Agreement was repaid in full in conjunction with EBGL
entering into a new revolving credit agreement with Premier Bank, which refinanced the
amounts outstanding at that time under the EBGL Loan Agreement;
On September 29, 2017, the promissory notes issued to LSVI and LSV Co-Invest I which were
outstanding as of March 31, 2017, along with accrued interest through September 29, 2017,
were exchanged for shares of the Company’s Series B Cumulative Preferred Stock;
The remaining $0.4 million principal amount outstanding on the unsecured promissory note
issued to the primary sellers of KBS was paid in full, as scheduled, with the final payment
made in July 2017;
In June 2017, the $0.75 million deferred cash payments due to the sellers of EBGL, along with
the $1.0 million contingent earnout payable, were replaced with set monthly payments totaling
$1.8 million payable with an initial $0.2 million payment on or about July 3, 2017, and 16
monthly installments of $0.1 million beginning August 1, 2017, and ending on November 1,
2018; and
In January 2018, the Company issued a new, unsecured promissory note in the principal
amount of $0.5 million to LSV Co-Invest I to provide for additional working capital for the
Company.

Jeffrey E. Eberwein, our Chairman of the Board, is the manager of LSVGP, the general partner of LSVI
and LSV Co-Invest I, and the sole member of LSVM, the investment manager of LSVI.
There can be no assurance that our existing cash reserves, together with funds generated by our
operations and any future financings, will be sufficient to satisfy our debt payment obligations, to avoid
liquidity issues and/or fund operations beyond this fiscal year. Our inability to generate funds from our
operations and/or obtain financing sufficient to satisfy our payment obligations may result in our
obligations being accelerated by our lenders, which would likely have a material adverse effect on our
business, financial condition and results of operations. In addition, continued operating losses could
further trigger violations of covenants under our debt agreements, resulting in accelerated payment of
these loans. Given these uncertainties, there can be no assurance that our existing cash reserves will be
sufficient to avoid liquidity issues and/or fund operations beyond this fiscal year.
During 2015, 2016, and into 2017, we implemented several strategic initiatives, effected certain actions
and continued to consider additional actions to improve the Company’s overall profitability and increase
cash flows, including:
●

KBS’s strategic shift away from large commercial projects with significant site work to focus on its
core competency of manufacturing modular buildings;

●

KBS’s efforts to improve operating efficiencies, including reconfiguring the South Paris factory to
increase production, investments in automated equipment to reduce labor costs, implementing lean
manufacturing techniques, and elimination of duplicate overhead costs through the shut-down of the
Waterford factory;

●

Reduction in KBS workforce including manufacturing, sales, engineering and front-office staff;

●

KBS increased pricing on its base ranch model in 2017, and in November 2017, instituted a 6%
lumber surcharge on all new orders to help offset the significant rise in lumber and other raw
materials costs;

●

KBS has implemented a new dynamic pricing model for 2018, which is designed to determine its bid
price quoted to customers using the most current cost information;

●

KBS is exploring opportunities to monetize the Waterford facility, including a potential sale or lease
to a third party;
●

In July 2017, KBS made the final payment due to the primary seller of KBS, freeing up $100,000 per
month of cash flows to be used for operations;

●

In October 2016, the Company acquired the EBGL businesses, which we believe that, after a
transitional period, will generate net income and positive cash flows for the Company;

●

In 2017, we instituted a lumber hedging program for EBGL to assist in preserving existing margins
against the potential large fluctuations in lumber raw material prices;
24

●

In August 2016, we amended certain of our debt agreements to allow the Company to pay PIK
Interest on approximately $11 million of our debt, reducing strain on current cash flows;

●

In June 2017, we refinanced EBGL’s revolving credit facility and amended the terms of our
agreement with the EBGL Sellers providing for deferred payments to obtain more favorable lending
and payment terms and reduce total fees paid under these agreements;

●

In September 2017, we converted $13.3 million of the Company’s outstanding debt, including
accrued interest, to preferred stock;

●

In January 2018, the Company issued an unsecured promissory note in the principal amount of $0.5
million to LSV Co-Invest I to provide additional working capital for the Company; and

●

We continue to look for opportunities to refinance our remaining debt on more favorable terms.

Although we cannot predict, with certainty, the outcome of any individual action to generate liquidity,
including the availability of additional debt financing, or whether such actions would generate the
expected liquidity as currently planned, we believe that through these actions taken as a whole, and
management’s continued efforts to improve operating results and find additional liquidity resources, we
can satisfy our estimated liquidity needs for the next twelve months.
In addition to the above actions, although not a binding commitment, LSVM has advised us of its present
intention to continue to financially support the Company in the event that additional financing is required.
From 2014 through 2017, and again in 2018, LSVM has provided financial support in the form of
financing through various debt agreements. Based on LSVM’s historical support of the Company,
management believes that additional financing may be provided by LSVM or its affiliates, if necessary,
in the future.
Our historical operating results indicate substantial doubt exists related to the Company’s ability to
continue as a going concern. We believe that the actions discussed above have either already occurred or
are probable of occurring, and mitigate the substantial doubt raised by our historical operating results, as
well as satisfy our estimated liquidity needs for the twelve months from the issuance of the consolidated
financial statements.
Item 3.

Quantitative and Qualitative Disclosures About Market Risk
Not applicable.
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Item 4.

Controls and Procedures
Evaluation of Disclosure Controls and Procedures
As of the end of the period covered by this report, our chief executive officer and our chief financial
officer conducted an evaluation of the effectiveness of the design and operation of our disclosure controls
and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934,
as amended (the “Exchange Act”)). Based on their evaluation of our disclosure controls and procedures,
our chief executive officer and chief financial officer concluded that our disclosure controls and
procedures were not effective as of March 31, 2017, to ensure that information required to be disclosed
by the Company in the reports that we file or submit under the Exchange Act is (a) recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms and (b)
accumulated and communicated to management, including our chief executive officer and chief financial
officer, as appropriate to allow for timely decisions regarding required disclosure.
Description of Material Weaknesses
In April 2014, we acquired the assets and assumed certain liabilities related to the operations of KBS and
subsequently, in October 2016, we acquired certain assets related to the operations of EBGL. Prior to the
acquisitions, the KBS and EBGL operations were privately-owned businesses with very limited
administrative and accounting resources, outdated accounting software and generally weak accounting
processes and internal control procedures. Specifically, material weaknesses existed in KBS’s and
EBGL’s financial reporting processes with respect to (1) control over accounts payable cut-offs, (2)
inventory accounting, (3) contract accounting and (4) inadequate segregation of duties in certain
accounting processes, including the payroll, cash receipts and disbursements processes and management
of user access rights in our accounting system, partly as a result of our limited size and accounting staff.
Remediation of Material Weaknesses
We are working to remediate these material weaknesses. Since the April 2014 acquisition of KBS, we
have implemented organizational changes to strengthen the accounting and other administrative functions
at KBS and improvements in processes, procedures and controls, including in the areas of payroll
processing, contract accounting, proper transaction cutoffs, inventory controls, financial reporting and
management oversight. In January 2016, we installed a new management information system at KBS that
we believe, when fully implemented, will significantly improve our reporting and controls. At EBGL, we
are in the process of implementing improvements in internal processes, procedures and controls and
establishing regular reporting and routine management oversight. EBGL is in the process of upgrading its
financial management information system which is expected to be fully operational by the end of 2017.
The upgrade of the old system, which was over 20 years old, will significantly improve EBGL’s financial
reporting capabilities and provide enhanced controls.
Although significant progress has been made in improving the controls at KBS, additional time is
required to fully develop adequate processes, procedures and controls and to determine whether such
processes and controls are effective. At EBGL, the improvements are at an early state, so we expect it
will take significant additional time to fully develop and implement an adequate system of internal
controls. We will continue to work to improve such processes, procedures and controls, and will disclose
in future periods the progress we have made in our efforts to remediate these material weaknesses.
Changes in Internal Control Over Financial Reporting
As a result of the control deficiencies at KBS and EBGL discussed above, we determined that we have
material weaknesses in our internal control over financial reporting. We are working to remediate these
material weaknesses as discussed above.
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PART II. OTHER INFORMATION
Item 1.

Legal Proceedings
The Company is and may become involved in various lawsuits as well as other certain legal
proceedings that arise in the ordinary course of business. Information regarding certain material
proceedings is provided below.
UTHE Technology Corporation v. Aetrium Incorporated
Since December 1993, an action brought by UTHE Technology Corporation (“UTHE”) against ATRM
and its then sales manager for Southeast Asia (“Sales Manager”), asserting federal securities claims, a
RICO claim, and certain state law claims, had been stayed in the United States District Court for the
Northern District of California. UTHE’s claims were based on its allegations that four former
employees of a Singapore company, which UTHE formerly owned, conspired to and did divert
business from the subsidiary, and in turn UTHE, and directed that business to themselves and a secret
company they had formed, which forced UTHE to sell its subsidiary shares to the former employee
defendants at a distressed price. The complaint alleged that ATRM and the Sales Manager participated
in the conspiracy carried out by the former employee defendants. In December 1993, the case was
dismissed as to the former employee defendants because of a contract requiring UTHE and them to
arbitrate their claims in Singapore. The district court stayed the case against ATRM and the Sales
Manager pending the resolution of arbitration in Singapore involving UTHE and three of the former
employee defendants, but not involving ATRM or the Sales Manager. ATRM received notice in March
2012 that awards were made in the Singapore arbitration against one or more of the former employee
defendants who were parties to the arbitration. In June 2012, UTHE filed a motion to reopen the case
against ATRM and the Sales Manager and to lift the stay, which the court granted. On September 13,
2013, the court entered final judgment dismissing all remaining claims UTHE asserted against ATRM
in the litigation. On September 23, 2013, UTHE appealed the district court judgment to the United
States Court of Appeal for the Ninth Circuit only as to the dismissal of UTHE’s RICO claim. The
appeal was argued in a court hearing on November 19, 2015. On December 11, 2015, the court of
appeal issued an order reversing the district court’s grant of summary judgment of UTHE’s RICO
claim and remanded the case back to the district court for further proceedings. On April 20, 2016, the
district court stayed the case pending a decision in the Supreme Court case RJR Nabisco, Inc. v. The
European Community, No. 15-138. A decision in the RJR Nabisco case was issued on June 20, 2016.
On July 14, 2016, ATRM filed a motion for summary judgment in the district court seeking dismissal
in light of the RJR Nabisco decision. On August 26, 2016, the district court granted ATRM’s motion
for summary judgment and dismissed the case. On September 19, 2016, UTHE filed its appeal to the
Ninth Circuit of the district court’s grant of summary judgment and dismissal. The parties completed
the appellate briefing on February 13, 2017. Oral arguments were held by the appellate court on
February 14, 2018. The court is expected to render its decision on the appeal within 90 days. We
continue to believe that the claims asserted in this matter do not have any merit and intend to
vigorously defend the action.
KBE Building Corporation v. KBS Builders, Inc., and ATRM Holdings, Inc., et al.
At the time of the KBS acquisition in April 2014, KBS purchased receivables for a construction project
known as the Nelton Court Housing Project (“Nelton Court”) in Hartford, CT, and also performed
certain “punch-list” and warranty work. Modular units for Nelton Court were supplied by KBS
Building Systems, Inc. (“KBS-BSI”) pursuant to a contract with KBE Building Corporation (“KBE”).
KBE has asserted claims against KBS-BSI, KBS and ATRM arising out of alleged delays, and for the
repair of certain alleged defects in the modular units supplied to the project. KBE’s claim seeks an
unspecified amount of damages. The action has been transferred to the complex litigation docket of the
Hartford Superior Court. The court has set a trial date for February 2018, but that date will likely be
continued because all of the parties have participated in mediation and settlement negotiations are
ongoing, so no depositions have yet been conducted. On December 18, 2017, KBS was notified that a
global settlement had been reached between all defendants and the plaintiff. Under the settlement,
KBS’s insurance carriers have agreed to pay $300,000 to the plaintiff.
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From time to time, in the ordinary course of ATRM’s business, it is party to various other disputes,
claims and legal proceedings. In the opinion of management, based on information available at this
time, such disputes, claims and proceedings will not have a material effect on ATRM’s consolidated
financial statements.
Item 1A.

Risk Factors
Not applicable.

Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds
None.

Item 3.

Defaults on Senior Securities
None.

Item 4.

Mine Safety Disclosures
None.

Item 5.

Other Information
None.

Item 6.

Exhibits
4.1

Promissory Note, dated March 31, 2017, made by ATRM Holdings, Inc. for the benefit of
Lone Star Value Co-Invest I, LP.
10.1
Securities Purchase Agreement, dated as of March 31, 2017, by and between ATRM
Holdings, Inc. and Lone Star Value Co-Invest I, LP.
31.1
Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
31.2
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
32.1
Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase
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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.
ATRM HOLDINGS, INC.
(Registrant)
Date: March 23, 2018

By:/s/ Daniel M. Koch
Daniel M. Koch
President and Chief Executive Officer (Principal
Executive Officer)

Date: March 23, 2018

By:/s/ Stephen A. Clark
Stephen A. Clark
Chief Financial Officer (Principal Financial and
Accounting Officer)
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Exhibit 4.1
THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (“ACT”),
OR UNDER ANY STATE SECURITIES LAW AND THIS NOTE MAY NOT BE PLEDGED, SOLD, ASSIGNED OR
TRANSFERRED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT WITH RESPECT
THERETO UNDER THE ACT AND ANY APPLICABLE STATE SECURITIES LAW, OR UNLESS THE DEBTOR
RECEIVES AN OPINION OF COUNSEL, SATISFACTORY TO THE DEBTOR, THAT SUCH REGISTRATION IS
NOT REQUIRED.
THIS NOTE IS SUBJECT TO THE PROVISIONS OF A CERTAIN SUBORDINATION AGREEMENT DATED
FEBRUARY 23, 2016, AS AMENDED, IN FAVOR OF GERBER FINANCE, INC.
ATRM HOLDINGS, INC.
PROMISSORY NOTE
$500,000.00

March 31, 2017

FOR VALUE RECEIVED, ATRM HOLDINGS, INC., a Minnesota corporation (the “Debtor”), promises to
pay to the order of LONE STAR VALUE CO-INVEST I, LP (the “Holder”), or its registered assigns, the principal
amount of FIVE HUNDRED THOUSAND DOLLARS ($500,000.00), in such coin or currency of the United States of
America as at the time of payment shall be legal tender for the payment of public or private debts, together with interest
as set forth herein.
1. Payment of Interest and Principal. All unpaid principal, together with any then accrued and unpaid
interest and any other amounts payable hereunder, shall be due and payable on April 1, 2019 (the “Maturity
Date”). If any payment hereunder becomes due and payable on a Saturday, Sunday or legal holiday under the
laws of the United States of America or the State of Minnesota, or both, the due date thereof shall be extended
to the next business day and interest shall be payable for any principal so extended for the period of such
extension. Payments of principal and interest are to be made at the address provided herein for the Holder (or at
such other place as the Holder shall have notified the Debtor in writing at least five (5) days before such
payment is due) or by wire transfer pursuant to the Holder’s written instructions. Payments of interest and
principal are subordinate to any indebtedness evidenced by promissory notes held by Lone Star Value Investors,
LP.
2. Interest. (a) Interest shall accrue on the unpaid principal balance of this Note at the rate of ten
percent (10.0%) per annum, and shall be payable semiannually in cash on the third business day of each January
and July (each, an “Interest Payment Date”) in respect of the immediately preceding semi-annual period;
provided, however, if an Event of Default (as defined in Section 4 below) or an event with the passage of time
or the giving of notice could become an Event of Default, has not occurred, then the Holder may elect to receive
any such interest payment by substituting for the abovementioned interest rate a rate of twelve percent (12.0%)
per annum for the applicable interest period (“PIK Interest”) and elect to receive a payment entirely as PIK
Interest or as 50% cash and 50% PIK Interest by delivery to the Debtor of written notice of its election and a
completed Allonge (in the form annexed hereto in Exhibit A) at least five (5) business days prior to the
applicable Interest Payment Date. Debtor shall deliver to the Holder an executed copy of such completed
Allonge promptly after its receipt thereof. PIK Interest shall bear interest from the applicable Interest Payment
Date at the same rate and be payable in the same manner as in the case of the original principal amount of this
Note and shall otherwise be treated as principal of this Note for all purposes. From and after each Interest
Payment Date with respect to which the Debtor elects to pay PIK Interest, the principal amount of this Note
shall, without further action on the part of the Debtor or the Holder, be deemed to be increased by the PIK
Interest so capitalized and added to principal in accordance with the provisions hereof. Interest shall be
calculated from and include the date hereof and shall be calculated on an actual/360-day basis.

(b) Notwithstanding anything to the contrary contained herein, in no event shall this or any
other provision herein permit the collection of any interest which would be usurious under applicable law. If
under any circumstances, whether by reason of advancement or acceleration of the maturity of the unpaid
principal balance hereof or otherwise, the aggregate amounts paid under this Note shall include amounts which
by law are deemed interest and which would exceed the maximum rate permitted by law, the Debtor stipulates
that payment and collection of such excess amounts shall have been and will be deemed to have been the result
of a mistake on the part of both the Holder and the Debtor, and the Holder shall promptly credit such excess
(only to the extent such payments are in excess of the maximum rate) against the unpaid principal balance
hereof and any portion of such excess payments not capable of being so credited shall be refunded to the Debtor.
3. Prepayment. The Debtor shall be entitled to prepay the principal amount of this Note (in whole or in
part) together with all interest under this Note accrued and unpaid at the date of prepayment at any time without
penalty or premium upon five (5) days prior written notice to the Holder. The Debtor shall be obligated to effect
such prepayment within three (3) days after the end of such notice period.
4. Events of Default. (a) Acceleration. Upon the occurrence of any of the following events (herein
called “Events of Default”):
(i) The Debtor shall fail to make full and timely payment of principal of or interest on
this Note when due and such failure continues for a period of five (5) consecutive days;
(ii) (A) The Debtor or any of its material subsidiaries shall commence any
proceeding or other action relating to it in bankruptcy or seek reorganization, arrangement,
readjustment of its debts, receivership, dissolution, liquidation, winding-up, composition or any other
relief under any bankruptcy law, or under any other insolvency, reorganization, liquidation, dissolution,
arrangement, composition, readjustment of debt or any other similar act or law, of any jurisdiction,
domestic or foreign, now or hereafter existing; (B) the Debtor or any of its material subsidiaries shall
admit the material allegations of any petition or pleading in connection with any such proceeding; (C)
the Debtor or any of its material subsidiaries shall apply for, or consent or acquiesce to, the
appointment of a receiver, conservator, trustee or similar officer for it or for all or a substantial part of
its property; or (D) the Debtor or any of its material subsidiaries shall make a general assignment for
the benefit of creditors;

(iii) (A) The commencement of any proceedings or the taking of any other action
against the Debtor or any of its material subsidiaries in bankruptcy or seeking reorganization,
arrangement, readjustment of its debts, liquidation, dissolution, arrangement, composition, or any other
relief under any bankruptcy law or any other similar act or law of any jurisdiction, domestic or foreign,
now or hereafter existing; (B) the appointment of a receiver, conservator, trustee or similar officer for
the Debtor or any of its material subsidiaries for any of its property; or
(C) the issuance of a warrant of attachment, execution or similar process against any of the property of
the Debtor or any of its material subsidiaries, and the continuance of any such events for sixty (60)
days undismissed, unbonded or undischarged;
(iv) The Debtor breaches any of its representations and warranties made under that
certain Securities Purchase Agreement, dated as of the date hereof (the “Purchase Agreement”), by and
between the Debtor and the Holder;
(v) The Debtor shall fail to comply with any of its covenants or obligations under this
Note (other than such failure described subsection (i) above) or the Purchase Agreement, which failure
shall continue uncured for thirty (30) calendar days after notice thereof to the Debtor; or
(vi) The Debtor shall, directly or indirectly, in one or more related transactions, (A)
consolidate or merge with or into (whether or not Debtor is the surviving corporation) another person,
(B) sell, assign, transfer, convey or otherwise dispose of all or substantially all of the properties or
assets of Debtor to another person, (C) allow another person to make a purchase, tender or exchange
offer that is accepted by the holders of more than 50% of the outstanding shares of the Debtor’s
common stock, par value $0.001 per share (the “Common Stock”) (not including any shares of
Common Stock held by the person or persons making or party to, or associated or affiliated with the
persons making or party to, such purchase, tender or exchange offer), or (D) consummate a stock
purchase agreement or other business combination (including, without limitation, a reorganization,
recapitalization or spin-off) with another person whereby such other person acquires more than 50% of
the outstanding shares of Common Stock (not including any shares of Common Stock held by the other
person or other persons making or party to, or associated or affiliated with the other persons making or
party to, such stock purchase agreement or other business combination);
then, and in any such event, the Holder, at the Holder’s option and without written notice to the Debtor, may
declare the entire principal amount of this Note then outstanding together with accrued unpaid interest thereon
immediately due and payable, and the same shall forthwith become immediately due and payable without
presentment, demand, protest, or other notice of any kind, all of which are expressly waived. The Events of
Default listed herein are solely for the purpose of protecting the interests of the Holder of this Note. If this Note
is not paid in full upon acceleration, as required above, interest shall accrue on the outstanding principal of and
interest on this Note from the date of the Event of Default up to and including the date of payment at a rate
equal to the lesser of twelve percent (12.0%) per annum compounded on the third business day of each January
and July or the maximum interest rate permitted by applicable law.

(b) Non-Waiver and Other Remedies. No course of dealing or delay on the part of the Holder
of this Note in exercising any right hereunder shall operate as a waiver or otherwise prejudice the right of the
Holder of this Note. No remedy conferred in this Note or the Purchase Agreement is intended to be exclusive of
any other remedy, and each and every such remedy shall be cumulative and shall be in addition to every other
remedy conferred herein or now or hereafter existing at law or equity or by statute or otherwise.
(c) Collection Costs; Attorney’s Fees. In the case of an Event of Default, if this Note is turned
over to an attorney for collection, the Debtor agrees to pay all reasonable costs of collection, including
reasonable attorney’s fees and expenses and all out-of-pocket expenses incurred by the Holder in connection
with such collection efforts.
5. Additional Covenants. Until all principal and interest due hereunder has been repaid in full in cash,
unless the Holder shall otherwise consent, in its sole discretion, in advance in writing, the Debtor hereby
covenants and agrees to:
(a) furnish and provide to the Holder thirty (30) days prior written notice of any of the
following actions between the Debtor or Debtor’s affiliates and any third party lender: (i) renewal of any
indebtedness; (ii) extension of the time of payment of any indebtedness or any portion of such indebtedness; or
(iii) loans or debt with or without a guarantee to the Debtor;
(b) provide to the Holder, promptly after the Debtor obtains actual knowledge thereof, notice
of all legal proceedings or orders against either the Debtor or any of its affiliates that, if determined adversely to
the Debtor or any of its affiliates, would reasonably be expected to have a material adverse effect on the
business, assets or properties of the Debtor, taken as a whole;
(c) provide to the Holder promptly (and in any event within three (3) business days) after the
occurrence of each event which is an Event of Default (i) as defined herein or (ii) as defined by any agreement
by Debtor, or Debtor’s affiliates to repay any indebtedness of any kind that is senior in right of payment to the
obligations of the Holder,
a written notice of such event of default, setting forth the details of such event and the action (if any) that the
Debtor proposes to take with respect thereto;
(d) not amend, or modify in any manner adverse to the Holder any provision of the Debtor’s
articles of incorporation or bylaws;
(e) not repay any indebtedness of any kind of the Debtor and Debtor’s affiliates that is
subordinate in right of payment to the obligations of the Holder or Holder’s affiliates;

(f) not initiate or enforce any action against a third party, debt holder, or lender or defend
against any action by a third party, debt holder, or lender; other than in the normal course of business (including
but not limited to collection and liens of client accounts); and
(g) use all power and control to assure Debtor’s affiliates do not initiate or enforce any action
against a third party, debt holder, or lender or defend against any action by a third party, debt holder, or lender;
other than in the normal course of business (including but not limited to collection and liens of client accounts).
6. Cancellation. Upon full satisfaction of the Debtor’s obligations hereunder, the Holder shall promptly
deliver or cause to be delivered to the Debtor this Note for cancellation.
7. Amendment; Waiver. This Note may not be amended or modified or the provisions hereof waived
(either generally or in a particular instance and either retroactively or prospectively) without the prior written
consent of the party against whom such amendment, modification, or waiver is sought to be enforced. All of the
terms and provisions of this Note shall be applicable to and binding upon each and every maker, Holder,
endorser, surety, guarantor and all other persons who are or may become liable for the payment hereof and their
respective successors and assigns.
8. Lost Documents. Upon receipt by the Debtor of evidence satisfactory to it of the loss, theft,
destruction or mutilation of this Note or any note exchanged for it, and (in the case of loss, theft or destruction)
of indemnity reasonably satisfactory to it, and upon surrender and cancellation of such note, if mutilated, the
Debtor will make and deliver in lieu of such note a new note of like tenor and unpaid principal amount and
dated as of the original date of the original note.
9. Miscellaneous.
(a) Severability. In case any one or more of the provisions contained in this Note should be
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be affected or impaired thereby.
(b) Notices and Addresses. All notices, offers, acceptances and any other acts under this Note
(except payment) shall be in writing, and shall be sufficiently given if delivered to the addressee in person, by
FedEx or similar receipted delivery, by facsimile delivery with confirmed receipt or, if mailed, postage prepaid,
by certified mail, return receipt requested, as follows:

To Holder:

Lone Star Value Co-Invest I, LP
53 Forest Avenue, 1st Floor
Old Greenwich, Connecticut 06870
Attn: Jeffry E. Eberwein, Manager and Hannah Bible, General Counsel
Fax: (203) 990-0727

To the Debtor:

ATRM Holdings, Inc.
5215 Gershwin Avenue N.
Oakdale, Minnesota 55128
Attn: Daniel M. Koch, President and Chief Executive Officer
Fax: (651) 770-7975
With a copy to (which shall not constitute notice):
Olshan Frome Wolosky LLP
1325 Avenue of the Americas
New York, New York 10019
Attn: Adam Finerman, Esq.
Fax: (212) 451-2222

or to such other address as any of them, by notice to the others may designate from time to time.
(c) Governing Law. This Note and any dispute, disagreement, or issue of construction or
interpretation arising hereunder, whether relating to its execution, its validity, the obligations provided therein or
performance, shall be governed and interpreted according to the law of the State of Minnesota, without regard to
principals of conflicts of law.
(d) Binding Effect; Assignment. This Note and the various rights and obligations arising
hereunder shall inure to the benefit of and be binding upon the parties hereto and their respective successors and
permitted assigns. The Debtor may not delegate, transfer or assign any rights or obligations hereunder without
the Holder’s prior written consent. The Holder may not assign or delegate all or any portion of the rights of the
Holder hereunder without the consent of the Debtor (such consent not to be unreasonably withheld, conditioned
or delayed), except that no such consent shall be required for an assignment or delegation to an affiliate of the
Holder or while an Event of Default has occurred and is continuing. Any transfer or assignment of any of the
rights, interests or obligations hereunder in violation of the terms hereof shall be void and of no force or effect.
(e) Jurisdiction and Venue. Each of the Holder and the Debtor (i) agree that any legal suit,
action or proceeding arising out of or relating to this Note shall be instituted exclusively in the courts of New
York County in the State of New York, (ii) waive any objection to the venue of any such suit, action or
proceeding and the right to assert that such forum is not a convenient forum, and (iii) irrevocably consent to the
jurisdiction of the courts of New York County in the State of New York in any such suit, action or proceeding,
and further agree to accept and acknowledge service of any and all process which may be served in any such
suit, action or proceeding and agree that service of process upon them mailed by certified mail to their
respective addresses shall be deemed in every respect effective service of process upon them in any such suit,
action or proceeding.

(f) Section Headings. Section headings herein have been inserted for reference only and shall
not be deemed to limit or otherwise affect, in any manner, or be deemed to interpret in whole or in part any of
the terms or provisions of this Note.
(g) Waiver of Presentment. Debtor and each surety, endorser and guarantor hereof hereby
waive all demands for payment, presentations for payment, notices of intention to accelerate maturity, notices of
acceleration of maturity, demand for payment, protest, notice of protest and notice of dishonor, to the extent
permitted by law, except for those notices expressly provided for herein. No extension of time for payment of
this Note or any installment hereof, no alteration, amendment or waiver of any provision of this Note shall
release, modify, amend, waive, extend, change, discharge, terminate or affect the liability of Debtor under this
Note.
(h) Forbearance. Any forbearance by the holder of this Note in exercising any right or remedy
hereunder or under any other agreement or instrument in connection with this Note or otherwise afforded by
applicable law shall not be a waiver or preclude the exercise of any right or remedy by the holder of this Note.
The acceptance by the holder of this Note of payment of any sum payable hereunder after the due date of such
payment shall not be a waiver of the right of the holder of this Note to require prompt payment when due of all
other sums payable hereunder or to declare a default for failure to make prompt payment.
(i) Acceleration. At the election of the holder of this Note, all payments due hereunder may be
accelerated, and this Note shall become immediately due and payable without notice or demand, upon the
occurrence of an Event of Default under this Note, which default is not cured within any grace period expressly
provided therefor. In addition to the rights and remedies provided herein, the holder of this Note may exercise
any other right or remedy in any other document, instrument or agreement evidencing or otherwise relating to
the indebtedness evidenced hereby in accordance with the terms thereof, or under applicable law, all of which
rights and remedies shall be cumulative.
(j) Construction. This Note shall be construed without any regard to any presumption or rule
requiring construction against the party causing such instrument or any portion thereof to be drafted.
[Signature Page Follows]

[SIGNATURE PAGE OF ATRM HOLDINGS, INC. PROMISSORY NOTE]
IN WITNESS WHEREOF, the Debtor has caused this Note to be made and issued in its name on the date
specified above.
ATRM HOLDINGS, INC.
By: /s/ Daniel M. Koch
Name:Daniel M. Koch
Title: President and Chief Executive Officer

EXHIBIT A – FORM OF ALLONGE
PROMISSORY NOTE ISSUED MARCH 31, 2017
This Allonge No.____ to the Lone Star Value Co-Invest I, LP Note (“Allonge”) is made this ______ day
of_____________ , by ATRM Holdings, Inc. a Minnesota corporation (“Debtor”) to Lone Star Value Co-Invest I, LP
(“Holder”). Reference is hereby made to that certain Promissory Note issued by Debtor to Holder dated March 31, 2017,
(the “Note”). Except as amended hereby, the terms of the Note remain as originally stated.
The principal amount as stated on the face of the Note shall be increased by the PIK Interest in the amount of
$___________ as of [the semi-annual Interest Payment Date]. Interest on the increased portion of the principal amount
shall accrue from [the semi-annual interest due date]. The sum represents PIK Interest accrued on the outstanding
principal amount of the Note at the annual rate of 12% from___________ through_____ .
The amendment to the principal amount due and owing on the Note described herein notwithstanding, Holder
does not waive interest that may have accrued at a default rate of interest and liquidated damages, if any, that may have
accrued on the Note through the date of this Allonge, which default interest and liquidated damages, if any, remain
outstanding and payable.
IN WITNESS WHEREOF, this Allonge is executed as of the date written above.
ATRM HOLDINGS, INC.
By:
Name:
Title:

Exhibit 10.1
SECURITIES PURCHASE AGREEMENT
SECURITIES PURCHASE AGREEMENT (this “Agreement”), dated as of March 31, 2017, by and between
ATRM Holdings, Inc., a Minnesota corporation (the “Company”), and Lone Star Value Co-Invest I, LP (“Purchaser”).
WITNESSETH:
WHEREAS, Purchaser holds promissory notes of the Company, (i) dated October 4, 2016, under which
$2,058,667 in principal remains outstanding, (ii) dated July 21, 2014, as amended August 12, 2016, under which
$2,814,303 in principal remains outstanding, and (iii) dated September 19, 2014, as amended August 12, 2016, under
which $2,251,441 in principal remains outstanding; and Lone Star Value Investors, LP (“LSVI”), an affiliate of Purchaser,
owns 1,067,885 shares of the Company’s common stock, par value $0.001 per share (“Common Stock”), and holds a
promissory note of the Company, dated April 1, 2014, as amended August 12, 2016, of which $4,522,341 in principal
remains outstanding;
WHEREAS, Lone Star Value Management, LLC (“LSVM”) is investment manager of Purchaser, LSVI, and a
certain separately managed account holding 10,000 shares of Common Stock;
WHEREAS, Jeffrey E. Eberwein, the Chairman of the Company’s Board of Directors (the “Board”), serves as
the manager of Lone Star Value Investors GP, LLC, the general partner of LSVI and Purchaser, and as the sole member of
LSVM, which serves as the investment manager of LSVI, and therefore may be deemed to beneficially own the securities
held by Purchaser, LSVI, and a certain separately managed account; and
WHEREAS, subject to the terms and conditions of this Agreement and pursuant to Section 4(a)(2) of the
Securities Act of 1933, as amended (the “Securities Act”), the Company desires to issue and sell to Purchaser, and
Purchaser desires to purchase from the Company, a Promissory Note in the original principal amount of $500,000 (the
“Note”).
NOW THEREFORE, in consideration of the mutual promises and representations, warranties, covenants and
agreements set forth herein, the parties hereto, intending to be legally bound, hereby agree as follows:
1. Purchase and Sale of Securities.
1.1 Purchase and Sale. On the terms and subject to the conditions set forth in this Agreement, at the
Closing (as defined below), the Company will sell and Purchaser will purchase the Note. The terms and provisions of the
Note are more fully set forth in the form of Promissory Note attached hereto as Exhibit A. The purchase price to be paid
by Purchaser to the Company to acquire the Note shall be $500,000 (the “Purchase Price”). At the Closing, Purchaser shall
pay the Purchase Price to the Company by wire transfer of immediately available funds to an account designated by the
Company and the Company shall deliver to Purchaser an executed Promissory Note.

1.2 Closing. On the terms and subject to the conditions set forth in this Agreement, the closing of the
transactions contemplated by this Agreement (the “Closing”) shall take place remotely via the exchange of electronic
copies of documents, and shall be deemed to have taken place simultaneously with the execution and delivery of this
Agreement and the satisfaction of the obligations of the parties under Section 1.1.
2. Representations and Warranties of the Company. The Company represents and warrants to Purchaser as
follows:
2.1 Corporate Organization. The Company is a corporation duly organized, validly existing and in good
standing under the laws of the State of Minnesota, and has all requisite corporate power and authority to own, operate and
lease its properties and to carry on its business as and in the places where such properties are now owned, operated and
leased or such business is now being conducted.
2.2 Authorization. The Company has the requisite power and authority to enter into and perform this
Agreement and any other agreements, documents and instruments delivered together with this Agreement or in connection
herewith (the “Transaction Documents”) and to perform its obligations hereunder and thereunder. The execution, delivery
and performance of the Transaction Documents by the Company and the consummation by it of the transactions
contemplated hereby and thereby have been duly authorized by all necessary corporate action, and no further consent or
authorization of the Board, any committee of the Board, or the Company’s stockholders is required. The Transaction
Documents have been duly authorized, executed and delivered by the Company and constitute valid and binding
obligations of the Company, enforceable against the Company in accordance with their respective terms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability relating
to or affecting creditors’ rights generally and to general principles of equity.
2.3 Approvals and Consents. The Company is not required to obtain any consent, authorization or order
of, or make any filing or registration with, any court or governmental agency in order for it to execute, deliver or perform
any of its obligations under the Transaction Documents or to issue and sell the Note in accordance with the terms hereof,
provided that for purposes of the representation made in this sentence, the Company is assuming and relying upon the
accuracy of the relevant representations and agreements of Purchaser herein.
2.4 Due and Valid Issuance. The Note, when issued and fully paid for in accordance with the terms of
this Agreement, will be validly issued, fully paid and non- assessable.

2.5 Material Compliance with Applicable Laws. Neither the Company nor any of its subsidiaries is in
material violation of, and neither the execution, delivery nor performance of any of the Transaction Documents has or will
result in a violation of, any federal, state, local or foreign law, rule, regulation, order, judgment or decree applicable to the
Company or any of its subsidiaries.
2.6 Finders. The Company has not retained any finder, broker, agent, financial advisor or other
intermediary in connection with the transactions contemplated by this Agreement. The Company agrees to indemnify and
hold harmless Purchaser, its officers, directors, affiliates, subsidiaries, employees and agents (as applicable) from liability
for any compensation to any such intermediary retained by the Company and the fees and expenses of defending against
such liability or alleged liability.
2.7 Survival. The foregoing representations, warranties and agreements shall survive the execution of
this Agreement indefinitely.
3. Representations and Warranties of Purchaser. Purchaser hereby represents and warrants to and agrees with the
Company as follows:
3.1 Organization of Purchaser. Purchaser is a limited partnership duly organized, validly existing and in
good standing under the laws of the jurisdiction of its organization and has the requisite entity power to own its assets and
to carry on its business.
3.2 Authorization. Purchaser has the requisite power and authority to enter into and perform the
Transaction Documents and to purchase the Note being sold to it hereunder. The execution, delivery and performance of
the Transaction Documents by Purchaser and the consummation by it of the transactions contemplated hereby and thereby
have been duly authorized by all necessary entity action, and no further consent or authorization of Purchaser or its
partners or members, as the case may be, is required. The Transaction Documents have been duly authorized, executed
and delivered by Purchaser and constitute, or shall constitute when executed and delivered, valid and binding obligations
of Purchaser enforceable against Purchaser in accordance with the terms thereof, subject to bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium and similar laws of general applicability relating to or affecting creditors’
rights generally and to general principles of equity.
3.3 Approvals and Consents. Purchaser is not required to obtain any consent, authorization or order of,
or make any filing or registration with, any court or governmental agency in order for it to execute, deliver or perform any
of its obligations under the Transaction Documents or to purchase the Note in accordance with the terms hereof, provided
that for purposes of the representation made in this sentence, Purchaser is assuming and relying upon the accuracy of the
relevant representations and agreements of the Company herein.
3.4 Investment. Purchaser is acquiring the Note for its own account as principal, not as a nominee or
agent, for investment purposes only, and not with a view to, or for, resale, distribution or fractionalization thereof in whole
or in part and no other person or entity has a direct or indirect beneficial interest in the Note. Purchaser does not have any
contract, undertaking, agreement or arrangement with any person or entity to sell, transfer or grant participations to such
person or entity or to any third person or entity with respect to the Note.

3.5 Exemption From Registration. Purchaser acknowledges that the sale of the Note is intended to be
exempt from registration under the Securities Act by virtue of Section 4(a)(2) of the Securities Act. In furtherance thereof,
Purchaser represents and warrants to the Company as follows:
(i) Purchaser realizes that the basis for the exemption from registration under the Securities Act
may not be present if, notwithstanding any representation and/or warranty to the contrary contained in this Agreement,
Purchaser has in mind merely acquiring the Note for a fixed or determinable period of time;
(ii) Purchaser has the financial ability to bear the economic risk of its investment in the Note,
has adequate means for providing for its current needs and contingencies and has no need for liquidity with respect to its
investment in the Company; and
(iii) Purchaser has such knowledge and experience in financial and business matters as to be
capable of evaluating the merits and risks of an investment in the Note.
3.6 Accredited Investor. Purchaser is an “accredited investor,” as that term is defined in Rule 501 of
Regulation D.
3.7 Available Information. Purchaser:
(i) Has been furnished by the Company in connection with the sale of the Note with all
information regarding the Company, the terms and conditions of the sale of the Note and any additional information that
Purchaser, its representative, attorney and/or accountant has requested a reasonable time prior to the date hereof;
(ii) Has been provided an opportunity for a reasonable time prior to the date hereof to obtain
additional information concerning the sale of the Note, the Company and all other information to the extent the Company
possesses such information or can acquire it without unreasonable effort or expense;
(iii) Has been given the opportunity for a reasonable time prior to the date hereof to ask
questions of, and receive answers from, the Company or its representatives concerning the terms and conditions of the sale
of the Note and other matters pertaining to an investment in the Note, or that which was otherwise provided in order for
them to evaluate the merits and risks of a purchase of the Note to the extent the Company possesses such information or
can acquire it without unreasonable effort or expense;
(iv) Has not been furnished with any oral representation or oral information in connection with
the sale of the Note; and
(v) Has determined that the Note is a suitable investment for Purchaser and that at this time
Purchaser could bear a complete loss of its investment in the Note.

3.8 Purchaser Representative. Purchaser is not relying on any statements or representations made by the
Company or its affiliates or any purchaser representative with respect to economic considerations involved in an
investment in the Note.
3.9 Transfer Restrictions. Purchaser shall not sell or otherwise transfer the Note without registration
under the Securities Act or subject to an exemption therefrom, and Purchaser fully understands and agrees that Purchaser
must bear the economic risk of Purchaser’s purchase because, among other reasons, the Note has not been registered under
the Securities Act or under the securities laws of any state and, therefore, cannot be resold, pledged, assigned or otherwise
disposed of unless they are subsequently registered under the Securities Act and under the applicable securities laws of
such states, or unless exemptions from such registration requirements are available. In particular, Purchaser is aware that
the Note falls within the definition of “restricted securities,” as such term is defined in Rule 144 promulgated under the
Securities Act. Purchaser further understands that sale or transfer of the Note is further restricted by state securities laws
and the provisions of this Agreement.
3.10 Entire Agreement. No representation or warranty has been made to Purchaser by the Company, or
any officer, director, employee, agent, affiliate or subsidiary of the Company other than those contained herein and, in
purchasing the Note, Purchaser is not relying upon any representations other than those contained herein.
3.11 Purchaser Information. Any information that Purchaser has previously furnished, or is now
furnishing to the Company with respect to Purchaser’s financial position and business experience is correct and complete
as of the date of this Agreement and, if there should be any material change in such information, Purchaser will
immediately furnish revised or corrected information to the Company.
3.12 Legends. Purchaser understands and acknowledges that that the Note may be endorsed with
substantially the following legend:
(i) “THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (“ACT”), OR UNDER ANY STATE SECURITIES LAW AND THESE SECURITIES MAY
NOT BE PLEDGED, SOLD, ASSIGNED OR TRANSFERRED IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT WITH RESPECT THERETO UNDER THE ACT AND ANY APPLICABLE STATE
SECURITIES LAW, OR UNLESS THE COMPANY RECEIVES AN OPINION OF COUNSEL, SATISFACTORY TO
THE COMPANY, THAT SUCH REGISTRATION IS NOT REQUIRED.”; and
(ii) any other legends required by applicable state or federal securities laws or any applicable
state laws regulating the Company’s business.
3.13 Non-Marketable Investments. Purchaser’s overall commitment to investments that are not readily
marketable is not disproportionate to Purchaser’s net worth, and an investment in the Note will not cause such overall
commitment to become excessive.

3.14 Finders. Purchaser has not retained any finder, broker, agent, financial advisor or other
intermediary in connection with the transactions contemplated by this Agreement and agrees to indemnify and hold
harmless the Company, its officers, directors, affiliates, subsidiaries, employees and agents from liability for any
compensation to any such intermediary retained by Purchaser and the fees and expenses of defending against such liability
or alleged liability.
3.15 Survival. The foregoing representations, warranties and agreements shall survive the execution of
this Agreement indefinitely.
4. Covenants.
4.1 Use of Proceeds. The proceeds from the purchase and sale of the Note shall be used by the
Company for general working capital purposes.
4.2 Indemnification by the Company. The Company hereby agrees to reimburse, defend, indemnify and
hold harmless Purchaser and its affiliates and its and their respective directors, officers, employees, stockholders,
members, managers, partners, agents, attorneys, representatives, successors and permitted assigns (the “Purchaser
Indemnified Parties”) from and against any and all losses, damages, actions, proceedings, causes of action, liabilities,
claims, encumbrances, penalties, demands, assessments, settlements, judgments, costs and expenses, including court costs
and reasonable attorneys’ fees and disbursements, incurred by the Purchaser Indemnified Parties relating to, based upon,
resulting from or arising out of (a) any inaccuracy or breach of any of the representations or warranties made by the
Company in this Agreement or (b) any breach of or failure to perform any covenant or agreement made by the Company
in this Agreement.
5. General Provisions.
5.1 Entire Agreement; Amendment and Waiver. This Agreement, together with the Note, constitutes
the entire agreement between the parties hereto with respect to the subject matter contained herein and supersedes all prior
oral or written agreements, if any, between the parties hereto with respect to such subject matter, and, except as otherwise
expressly provided herein, is not intended to confer upon any other person any rights or remedies hereunder. Any failure
by the Company or Purchaser to enforce any rights hereunder shall not be deemed a waiver of such rights. This Agreement
may not be amended or modified or the provisions hereof waived (either generally or in a particular instance and either
retroactively or prospectively) without the prior written consent of the party against whom such amendment, modification,
or waiver is sought to be enforced.
5.2 Notices. All notices and other communications hereunder shall be in writing and shall be deemed
given when delivered personally, one day after being delivered to a nationally recognized overnight courier or on the
business day received (or the next business day if received after 5:00 p.m. local time or on a weekend or day on which
banks are closed) when sent via facsimile (with a confirmatory copy sent by overnight courier) to the parties at the
following addresses (or at such other address for a party as shall be specified by like notice):

If to Purchaser:
Lone Star Value Co-Invest I, LP 53 Forest Avenue, 1st Floor
Old Greenwich, Connecticut 06870
Attn: Jeffrey E. Eberwein, Manager and Hannah Bible, General Counsel
Fax: (203) 990-0727
If to the Company:
ATRM Holdings, Inc.
5215 Gershwin Avenue N.
Oakdale, Minnesota 55128
Attn: Daniel M. Koch, President and Chief Executive Officer
Fax: (651) 770-7975
With a copy to (which shall not constitute notice):
Olshan Frome Wolosky LLP
1325 Avenue of the Americas
New York, New York 10019
Attn: Adam Finerman, Esq.
Fax: (212) 451-2222
5.3 Governing Law. This Agreement shall be governed by and construed in accordance with the laws of
the State of Minnesota applicable to contracts made and performed in such State, without reference to conflict of law rules
that would require the application of the laws of another jurisdiction.
5.4 Binding Effect; Assignment. This Agreement shall be binding upon and inure to the benefit of the
parties and their respective successors and permitted assigns. No assignment of this Agreement or of any rights or
obligations hereunder may be made by the Company or Purchaser, directly or indirectly (by operation of law or
otherwise), without the prior written consent of the other party hereto, and any attempted assignment without the required
consents shall be void; provided, however, that Purchaser may assign its rights, interests and obligations hereunder to any
affiliate; provided, further, that no assignment of any obligations hereunder shall relieve the parties hereto of any such
obligations. Upon any such permitted assignment, the references in this Agreement to Purchaser shall also apply to any
such assignee unless the context otherwise requires.

5.5 Expenses; Litigation Costs. All costs and expenses incurred in connection with this Agreement and
the transactions contemplated hereby shall be paid by the Company. In any action brought by a party hereto to enforce the
obligations of any other party hereto, the prevailing party shall be entitled to collect from the opposing party to such action
such party’s reasonable litigation costs and attorney’s fees and expenses (including court costs, reasonable fees of
accountants and experts, and other expenses incidental to the litigation).
5.6 Headings. The headings or captions contained in this Agreement are for reference purposes only
and shall not affect in any way the meaning or interpretation of this Agreement.
5.7 Pronouns. Whenever the pronouns “it” or “its” are used herein, they shall also be deemed to mean
“he” or “his” or “she” or “hers” whenever applicable. Words in the singular shall be read and construed as though in the
plural and words in the plural shall be read and construed as though in the singular in all cases where they would so apply.
5.8 Severability. If any term or other provision of this Agreement is invalid, illegal, or incapable of
being enforced by any law or public policy, all other terms and provisions of this Agreement shall nevertheless remain in
full force and effect so long as the economic or legal substance of the transactions contemplated hereby is not affected in
any manner materially adverse to any party. Upon such determination that any term or other provision is invalid, illegal, or
incapable of being enforced, the parties hereto shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the parties as closely as possible in an acceptable manner in order that the transactions contemplated
hereby are consummated as originally contemplated to the greatest extent possible.
5.9 Information Confidential. Purchaser acknowledges that the information received by it pursuant
hereto may be confidential and is for its use only. Purchaser agrees that it will not use such information in violation of the
Securities Exchange Act of 1934, as amended, or reproduce, disclose or disseminate such information to any other person,
unless the Company has made such information available to the public generally.
5.10 Counterparts. This Agreement may be executed in two or more counterparts, each of which shall
be deemed to be an original copy of this Agreement and all of which, when taken together, shall be deemed to constitute
one and the same agreement, and photostatic, .pdf or facsimile copies of fully-executed counterparts of this Agreement
shall be given the same effect as originals.
[SIGNATURE PAGE FOLLOWS]

[SIGNATURE PAGE TO SECURITIES PURCHASE AGREEMENT]
IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of the day and year first
above written.
ATRM HOLDINGS, INC.
By: /s/ Daniel M. Koch
Name:Daniel M. Koch
Title: President and Chief Executive Officer
LONE STAR VALUE CO-INVEST I, LP
By:
its

LONE STAR VALUE INVESTORS GP, LLC,
General Partner

/s/ Jeffrey E. Eberwein
Name:Jeffrey E. Eberwein
Title: Manager
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Exhibit 31.1
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Daniel M. Koch, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of ATRM Holdings, Inc. for the quarterly period ended
March 31, 2017;

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 presented 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 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-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 financial 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 involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: March 23, 2018

/s/ Daniel M. Koch
Daniel M. Koch
President and Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Stephen A. Clark, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of ATRM Holdings, Inc. for the quarterly period ended
March 31, 2017;

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 presented 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 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-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 financial 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 involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: March 23, 2018

/s/ Stephen A. Clark
Stephen A. Clark
Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of ATRM Holdings, Inc. (the “Company”) on Form 10-Q for the quarterly period
ended March 31, 2017, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), Daniel
M. Koch, as Chief Executive Officer of the Company, and Stephen A. Clark, as Chief Financial Officer of the Company,
each hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant Section 906 of the Sarbanes-Oxley Act of
2002, that to his knowledge:
(1) the 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 the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.
Date: March 23, 2018

/s/ Daniel M. Koch
Daniel M. Koch
President and Chief Executive Officer
(Principal Executive Officer)

Date: March 23, 2018

/s/ Stephen A. Clark
Stephen A. Clark
Chief Financial Officer
(Principal Financial and Accounting Officer)

