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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

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

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

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

» Many of our competitors are better established leank significantly greater resources and may si#esitheir competitive
offerings with other products and services, whicymmake it difficult for us to attract and retaustomers.

* We depend on CleanSpark, Inc (“CleanSpark”) faargé portion of our business, and any change itetred of orders from
CleanSpark could have a significant impact on tesafl operations.

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

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

« Unanticipated increases in raw material pricesisiugtions in supply could increase production @std adversely affect
our profitability.

*  Our ability to realize revenue reported in our bagk

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

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

* The impact of geopolitical activity on the econorojanges in government regulations such as incarest climate control
initiatives, the timing or strength of an economacovery in our markets and our ability to accegstal markets.

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

e Future sales of large blocks of our common stocl atbversely impact our stock price.
e The liquidity and trading volume of our common $toc

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

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



PART |
ITEM 1. BUSINESS.
Overview

Pioneer Power Solutions, Inc. and its wholly owisedsidiaries (referred to herein as the “Compafyibneer,” “we,” “our” and
“us”) manufacture, sell and service a broad ranfyspecialty electrical transmission, distributiondaon-site power generation
equipment for applications in the utility, indusaifi commercial and backup power markets. Our poadcproducts and services
include switchgear and engine-generator contralsjpdemented by a national field-service networkrtaintain and repair power
generation assets. The Company is headquartefeartiee, New Jersey and operates from three (@}iadal locations in the U.S.
for manufacturing, service and maintenance, engimgesales and administration.

Our largest customers include a number of recognirional and regional industrial companies, eegjimg, procurement and
construction firms, electrical and gas utilitiesdanajor national retailers located in North Amerid¢ée intend to grow our business
through internal product development and expansioour sales force coverage to increase the scopgaelevance of our highly-

engineered solutions and the technical serviceffee our customers for their specific electricaplpations.

Description of Business Segments

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

 Our T&D Solutions business provides equipment sohst that help customers effectively and efficignthanage their
electrical power distribution systems to desiredc#ications. These solutions are marketed prinigighrough our Pioneer
Custom Electrical Products Corp. (“PCEP”) brand eam

»  Our Critical Power business performs service antht®aance on our customers’ sophisticated poweerggion equipment
and also provides customers with new and used pgemgration equipment intended to ensure smoothtarrupted power
to operations during times of emergency. Thesetisolsl are marketed by our operations headquarteredinnesota,
currently doing business under the Titan Energyedys Inc. (“Titan”) brand name.

Disposition of Business Units
Sale of Pioneer Critical Power, Inc.

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

At the effective date of the Merger, all of theued and outstanding shares of common stock of R&ziPalue $0.01 per share, were
converted into the right to receive (i) 175,000reBaof common stock, par value $0.001 per sharkegitSpark Common Stock™), of

CleanSpark, (ii) a five-year warrant to purchas@80 shares of CleanSpark Common Stock at an egepcice of $16.00 per share,
and (iii) a five-year warrant to purchase 50,008rshk of CleanSpark Common Stock at an exercise pfi20.00 per share. The
share quantities and exercise prices of warrafiectéhe 10:1 reverse stock split completed bya@fpark in December 2019.

During the year ended December 31, 2020, the Coyngald all of the CleanSpark Common Stock and wasrdo purchase
CleanSpark Common Stock it received in connectidth the Merger Agreement and recorded proceed<2af fillion. The gain

from the sale was partially offset by a mark to kearadjustment of $1.4 million resulting in a netirgof $968 to other (income)
expense in the accompanying statements of opesatidiarrants at fair value were previously recordédnception as long term
within other assets.

In connection with the Merger Agreement, the Conyp&ieanSpark and PCPI entered into an Indemnitedgent (the “Indemnity
Agreement”), dated January 22, 2019, pursuant tichwthe Company agreed to assume the liabilities @ligations related to the
claims made by Myers Powers Products, Inc. in lle@{pending case titledyers Power Products, Inc. v. Pioneer Power Sohsgi
Inc., Pioneer Custom Electrical Products, Corp.akt Los Angeles County Superior Court Case No. BC@86%he “Myers Power
Case”) as they may relate to PCPI or CleanSpaek #ft closing of the Merger.

In connection with entry into the Merger Agreemehe Company and CleanSpark entered into a Coritanufacturing Agreement
(the “Contract Manufacturing Agreement”), dated afsJanuary 22, 2019, pursuant to which the Compailly manufacture
paralleling switchgear, automatic transfer switchesl related control and circuit protective equipmgollectively, “Products”)
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exclusively for purchase by CleanSpark. CleanSpélkpurchase the Products via purchase ordersida the Company at any
time and from time to time. The price for the Produpayable by CleanSpark to the Company will bgotiated on a case by case
basis. The Contract Manufacturing Agreement haatra bf 18 months and expired during the third cgrast 2020.

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

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

The Merger resulted in the deconsolidation of P&Rd a gain of $4.2 million in the first quarter 2019. The fair value of the
investment in the CleanSpark Common Stock was iehitted using quoted market prices, and the faire/aluthe investment in the
warrants was established using a Black Scholes imode

The PCPI entity was a dormant business unit atithe of this sale; therefore this sale has no impathe discontinued operations
presented within the financial statements.

Sale of Transformer Business Units

On June 28, 2019, the Company entered into a Fockhase Agreement (the “Stock Purchase Agreemdnt”and among the
Company, Electrogroup Canada, Inc., a wholly owslasidiary of the Company (“Electrogroup”), Jefter<Electric, Inc., a wholly
owned subsidiary of the Company (“Jefferson”), JexiMan Holdings, Inc., a wholly owned subsidiary tbé Company (“JE
Mexico,” and together with Electrogroup and Jeffersthe “Disposed Companies”), Nathan Mazurek (Ciecutive Officer of the
Company), Pioneer Transformers L.P. (the “US Buyarid Pioneer Acquireco ULC (the “Canadian Buyant together with the
US Buyer, the “Buyer”). Pursuant to the terms @& 8tock Purchase Agreement, the Company agreedl {@) sl of the issued and
outstanding equity interests of Electrogroup to @enadian Buyer and (ii) all of the issued and tamtding equity interests of
Jefferson and JE Mexico to the US Buyer (the “Bgiiitansaction”), for a purchase price of $68.0 imill Included in the purchase
price, the Company received two subordinated preons notes, issued by the Buyer, in the aggregeteipal amount of $5.0
million and $2.5 million, for a total aggregatergripal amount of $7.5 million (the “Seller NotesDuring the fourth quarter of 2019,
the Company and the Buyer, pursuant to the Stockhaee Agreement, completed the net working cagdplstment, which resulted
in the Company paying the Buyer $1.8 million in ltasd reducing the principal amount of the $5.0ionil Seller Note to $3.2
million. During the second quarter of 2020, the @amy recognized an additional reduction to theqipal amount of the Seller Note
of $194 for a valid claim paid by the Buyer on biéloé the Company. Including the reduction to thénpipal amount for the valid
claim, the Company has revalued the Seller Notesifioappropriate imputed interest rate, resultm@ ichange to the value of the
Seller Notes at December 31, 2020 of $254, forreyicey value of $5.3 million, which is included Wih other long term assets (see
Note 11 - Other Assets).

The transaction was consummated on August 16, 2Bib8eer sold to the Buyer all of the assets aaliliiies associated with its
liquid-filled transformer and dry-type transformmanufacturing businesses within the Company’s T&iuions segment. Pioneer
Power retained its switchgear manufacturing busingghin the T&D Solutions segment, as well asadlthe operations associated
with its Critical Power segment.

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

T&D Solutions Segment

We design, manufacture and sell a wide range dfilglision and transmission equipment and our emighiasto provide custom
engineered, manufactured-to-order solutions, whietestimate currently represents all of our T&Demwe. We believe that demand
for our solutions is driven primarily by new indéalons and customer growth.

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

Summary of T&D Solutions Segment Offerings

Product Category Solutions

= Low and medium voltage panelboards, switchboardd awitchgear, integratinglectrica
components from major manufacturers
= Low and medium voltage automatic transfer switches

Switchgear

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

We design and manufacture low and medium voltagetrét power distribution panel boards, switchbsasitchgear and automatic
transfer switches at our facility in Southern Gatifia.

Critical Power Segment

Our Critical Power business performs service antht@aance on our customers’ sophisticated poweerggion equipment. These
systems are used to maintain reliable emergenaydisyapower at facilities where it is either reqdirer where the potential
consequences of a power outage make it necessaugh-as at major national retailers, hospitalsa d&nters, communications
facilities, factories, military sites, office congples and other critical operations. We also proeiggomers with new and used power
generation equipment intended to ensure smoothtemiipted power to operations during times of gjaecy.

Summary of Critical Power Segment Offerings

Product Category Solutions

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

Service = Regional service and maintenance: provided bytexhmicians in the Midwest and Florida

= National service and maintenance: provided by tehnicians and a network of field ser
providers throughout the United States for muliésinulti-state power generation equipment owners

= UPS systems from major manufacturers

= Enginegenerator sets: power generation equipment withoup MW of power output per gens
Power Generation| sourced from several manufacturers
Equipment = Available individually or in multiunit paralleled configurations. Fuel options in&udatural ga
diesel and bi-fuel
= Uninterruptible Power Supply (UPS) systems

Service

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

customers’ power generation systems. To supportostomers in managing their critical infrastruetwwve maintain inventories of
repair parts, a fleet of service vehicles and & sfacertified field service technicians in the dvest and Florida. To complete our
geographic coverage, we maintain a network of fsgldiice partners located in other regions, enghlgto provide quick-response,
24/7 service capability that can effectively seevand maintain any make and model of back-up p@gaipment in any city of the

United States. Our field service organization se¥yi more than 3,000 generators owned by more tB@nc@stomers located
throughout the United States and its territoriesluding for multi-site, multi-state customers.

We recognize discrete revenue streams from sewacgracts, sales, installation, maintenance andiregervices, and we offer
service contracts to all owners of power generagind related equipment, whether or not the equipwas originally sold by us.
Our service agreements have terms ranging fromtorfive years in duration, providing us with a redug revenue stream, and
generally yield higher margins as compared to gespgipment sales.
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Power Generation Equipment

We provide our industrial, commercial and residantiustomers with a variety of new and used sojhigtd power generation
equipment and fuel options which, depending orrtheéds and applications, can range from sevdmb#its to 2 MW of output per
genset. We sell power generation equipment madebgral manufacturers.

Business Strategy

We believe we have established a stable platfoom fwhich to develop and grow our business linegemaes, net income and
shareholder value. We are focused on internal drdkriough operating efficiencies, new product depeient, customer focus and
our continued migration towards more highly-engmeeeproducts and specialized services. We interglgiificantly increase the
percentage of our sales derived from engineeratéder products and differentiated services ancefelthis can be accomplished by
targeting market segments such as electric veluobrging infrastructure, microgrid developers, ol and regional retailers,
telecom towers, farming and agriculture, data asre@d independent power producers, which havetbroharacteristics exceeding
the norm in our industry.

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

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

» Establishing a scalable organizational infrastrieto support our expected growth;

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

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

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

T&D Solutions Segment

We intend to accomplish our growth objectives wittour T&D Solutions business by emphasizing ourabdjies in OEM
equipment solutions and continuing to invest inie@gring resources and product development to asereur pipeline of recurring
order customers that demand custom solutions &r ffower needs.

Critical Power Segment

Within our Critical Power business, we intend teréase the number of national account customerfiave by leveraging our
scalable, nationwide network of partners whichwa#iaus to service and maintain standby power systamgg/here in the United
States. We are actively marketing our preventivéinteaance services to new national accounts inetidinajor national retailers,
telecommunications companies, data centers, bambspitals and health care facilities, educatiometitutions and property
management companies. Additionally, we are activesirketing our refurbished and used generationpegent intended to ensure
access to uninterrupted power during times of esrag

Our Industry

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

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

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

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

» Rapidly Expanding Electric Vehicle (EV) and Chargininfrastructure Market— A report from Allied Market Research in
2020 projected that the global electric vehicle kmawill reach $803 billion by the year 2027, régit\g a compound
annual growth rate (CAGR) of 22.6%. North Amerisaebstimated to reach $194 billion by 2027, at aigant CAGR of
27.5%. In 2010, only about 17,000 electric vehiclese on the world’s roads. By 2019, that numbet daelled to 7.2
million and is increasing rapidly according to thé&ernational Energy Agency (IEA). Furthermorepider for EV’s to grow
at such a rapid pace, it is necessary that infretstre be built to allow for such growth. In 201®re were about 7.3 million
chargers worldwide compared to an insignificant antoten years ago, and the EV infrastructure ha®rbe a global
priority as major governments and corporations haramitted to spending billions of dollars towahislding EV charging
infrastructure. In order to meet the rapidly grogvidemand for EV's and the infrastructure supportifjgsubstantial
investment in grid connectivity and enhancement valrequired.

Customers

For the year ended December 31, 2020, 100% ofalas svere to U.S. customers, represented in laageby companies involved in
distributed generation, regulated and non-regulatdities and industrial and wholesale businessrifly the year ended December
31, 2020, we sold our electrical equipment andisesvto over 900 individual customers and our tyéemtgest customers represented
approximately 74% of our consolidated revenue.

For the year ended December 31, 2019, 100% ofales svere to U.S. customers, represented in laageby companies involved in
distributed generation, regulated and non-regulatéiies and industrial and wholesale businessriiy the year ended December
31, 2019, we sold our electrical equipment andisesvto over 900 individual customers and our tyéemtgest customers represented
approximately 75% of our consolidated revenue.

Approximately 34% and 18% of our sales in the y@ated December 31, 2020 and 2019, respectively made to CleanSpark Inc.
The majority of our sales to CleanSpark were madsyant to the Contract Manufacturing Agreement wes entered into as part of
the sale of PCPI. The Contract Manufacturing Agreeininad a term of 18 months and expired duringhhid quarter of 2020. We

continue to do business with CleanSpark on a cagase arm’s length basis.

While the loss of a significant number of customeoaild have a material adverse effect on our basinee do not believe that the
loss of any specific customer, aside from Cleani§paould have a material adverse effect on ourrass.

Marketing, Sales and Distribution

A substantial portion of the products we offer aoéd directly to customers by our marketing an@saersonnel operating from our
office locations in the U.S. Following the saletbé transformer business units’, we no longer ludfiee locations or employees in
Canada. Our direct sales force markets to end asergo third parties, such as original equipmeabufacturers, engineering firms
that prescribe the specifications and parametertsabntrol the applications of our products and earcial and residential parties
interested in our new and used generation equipmémded to ensure smooth, uninterrupted poweptrations during times of
emergency.

Sales Backlog

Backlog reflects the amount of revenue we expeceédize upon the shipment of customer orders forproducts that are not yet
complete or for which work has not yet begun. Cales backlog as of December 31, 2020 was approsiyn&fl2.7 million, as
compared to $15.9 million as of December 31, 2@#9ftr continuing operations. During the year enBedember 31, 2020, the
Company experienced a decline in customer ordertsf@roducts and services due to delays causetdogandemic. We anticipate
that most of our current backlog will be deliverdgring 2021. Orders included in our sales backlagrapresented by customer
purchase orders and contracts that we believe fiorbe



Competition

We experience intense competition from a large ramal electrical equipment manufacturers and frastributors and servicers of
such equipment. The number and size of our conopgtitaries considerably by product line and sereiegory, with many of our
competitors tending to be small, highly specialibedocused on a certain geographic market areaustomer. However, several of
our competitors have substantially greater findreia technical resources than us, including sofitdeworld’s largest electrical
products and industrial equipment manufacturing games. A representative list of our direct contpeti in our T&D Solutions
segment includes Crown Electric Engineering and Maeturing, LLC, Industrial Electric Machinery, LLLGRESA Power, LLC,
Myers Power Products, Inc., Powell Industries, arad Eaton Corporation.

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

Raw Materials and Suppliers

The principal raw materials purchased by us arel,stepper, sensors, circuit breakers, meters alays. We also purchase certain
electrical components from a variety of suppliersluding switches, fuses, protectors and circuiiakers. These raw materials and
components are available from and supplied by naasesources at competitive prices. Unanticipaterteases in raw material prices
or disruptions in supply could increase productiosts and adversely affect our profitability. We mtit anticipate any significant
difficulty in satisfying our raw material requirems on reasonable terms and have not experiengedumh difficulty in the past
several years. Our largest suppliers during the geded December 31, 2020 included Industrial Cotimes & Solutions, LLC,
Eaton Corporation, Royal Industrial Solutions, T¢grskrupp Materials NA, and ABB, Inc.

Employees

As of December 31, 2020, we had 94 employees dingief 22 salaried staff and 72 hourly workers.rt@@ of our hourly
employees located at our manufacturing facilitysamta Fe Springs, California are covered by a cblie bargaining agreement with
Local Union 1710 of the International Brotherhoddeéectrical Workers, AFL-CIO that expires in Ju2@22.

Environmental

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

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

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

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

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

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

be incurred in the future due to regulatory nonclemge.

Corporate History

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

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

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

Available Information

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

We webcast our earnings calls and certain eventparicipate in with members of the investment camity on our investor
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relations website. Additionally, we provide notédt@ons of news or announcements regarding our ¢inhperformance, including

SEC filings, investor events and press and earnigigases as part of the investor relations sectiaur website. Further corporate
governance materials, including our Corporate Guaece Guidelines, charters of our Board Commitsemsour Code of Business
Ethics and Conduct, are also available under theihg “Corporate Governance” on the investor refetiportion of our website. The
contents of and the information on or accessildleuih our corporate website, including the investtations portion of our website,
is not a part of, and is not intended to be incoape into, this report or any other report or doent we file with or furnish to the

SEC, and any references to our website are intetodlee an inactive textual references only.

ITEM 1A. RISK FACTORS

Investing in our common stock involves a high degrerisk. Before investing in our common stock stoould carefully consider the
following risks, together with the financial anchet information contained in this Annual Reportfeorm 10K for the year ended
December 31, 2020 and our other periodic filingshwihe Securities and Exchange Commission. Additioeks and uncertainties

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

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

Risks Relating to Our Business and Industry

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

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

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

adversely affect our sales, net income, cash flofinancial condition.

The ongoing COVID-19 pandemic may adversely affeat business.

The ongoing global coronavirus pandemic could haveegative impact on our revenues and operatindtsed his pandemic could
result in disruptions and damage to our businesssed by both the negative impact to our abilityoktain cost effective raw
materials, supplies and component parts necessanyerate our business and the negative impacuoalility to operate our facility
should the coronavirus spread more broadly in #ygons we are located, thereby creating an incteas& of exposure to our
workforce which cannot operate our facility remgtelhe full impact of the COVID-19 pandemic contéisuto evolve as the date of
this report. As such, it is uncertain as to théfudgnitude that the pandemic will have on ouririicial condition, liquidity, and future
results of operations. During the year ended Deeendd, 2020, the Company experienced a declineustomer orders for its
products and services due to delays caused byahdemic. Additionally, the Company experiencedrapact to productivity as a
result of implementing social distancing guidelireesd personal protective measures. While therebleas some return towards
normal operations, the Company continues to expegisome disruption as a result of the pandemicerGihe daily evolution of the
COVID-19 pandemic and the global responses to aoiits spread, we are not able to estimate thediiéicts of the COVID-19
pandemic at this time, however, if the pandemicticoes, it may continue to have an adverse effacthe Company’s results of
operations, financial condition, or liquidity. Mition efforts will not completely prevent our esss from being adversely affected,
and the longer the pandemic impacts supply and ddraad the more broadly the pandemic spreadsmbi likely that the impact
on our business, revenues and operating resultb@gbme increasingly negative.

Per the guidance issued from the Cybersecuritylafindstructure Security Agency (“CISA”), part ofetunited States Department of
Homeland Security, we and our subsidiaries, aresidened “essential businesses”. We fall into midtipategories within the
guidance but specifically within 1) Energy & Elacity Industry and 2) Critical Manufacturing as weovide essential services and
products for the energy sector.

While we cannot guarantee that we will continudéoconsidered an “essential business,” this guilamc exception allow work at
our facilities to continue in order to provide punts and services to our customers.

Moreover, the COVID-19 pandemic has created siggifi economic uncertainty and volatility in thediteand capital markets. A

continuation or worsening of the levels of markistuaption and volatility seen in the recent pastldchave an adverse effect on our
ability to access capital and on the market priceur common stock. In addition, the continuatidrttee COVID-19 pandemic or a

significant outbreak of other infectious diseasesld result in a widespread health crisis that dadversely affect the economies
and financial markets worldwide, resulting in awm@emic downturn that could impact our businessrfgial condition and results of

operations.



Our operating results may vary significantly fromuarter to quarter, which makes our operating ressiltlifficult to predict and
can cause our operating results in any particulaegpod to be less than comparable quarters and exatons from time to time.

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

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

» variations caused by customers delaying, defeminganceling purchase orders or making smallerhasges than expected;

e the timing and volume of work under new agreements;

» the spending patterns of customers;

» customer orders received;

e achange in the mix of our products having différeargins;

e achange in the mix of our customers, contractsbasihess;

* increases in design and manufacturing costs;

» the length of our sales cycles;

» the rates at which customers renew their contraittsus;

» changes in pricing by us or our competitors, orrtbed to provide discounts to win business;

» achange in the demand or production of our pradeatised by severe weather conditions;

e our ability to control costs, including operatingpenses;

» losses experienced in our operations not othergasered by insurance;

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

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

e costs related to the acquisition and integratiooarfipanies or assets;

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

» future accounting pronouncements and changes ouatiag policies.

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

Our industry is highly competitive.

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

We currently derive a significant portion of our venues from one customer. Loss of business frons ttiistomer could have an
adverse effect on our business, financial conditiand operating results.

We depend on CleanSpark for a large portion ofbusiness, and any change in the level of orders tios customer can have a
significant impact on our results of operationsediSpark accounted for 34% of our net sales ily¢he ended December 31, 2020.
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Loss of business from this customer could havedarae effect on our business, financial conditind operating results.

The majority of our sales to CleanSpark were madsyant to the Contract Manufacturing Agreemernt wes entered into as part of
the Merger Agreement. The Contract Manufacturingagment expired during the third quarter of 202@ &@ntinue to do business
with CleanSpark on a case by case arm’s lengtls basi

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

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

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

After the completion of the Equity Transaction ehgrithe year ended December 31, 2019, we have twimdms units remaining
(PCEP and Titan). These two units have been urial#arn positive income and generate positive @ashin their recent history.
With $7.6 million of cash and cash equivalents BBecember 31, 2020, any such losses will negatiirepact our cash and cash
equivalents.

The departure or loss of key personnel could distopr business.

We depend heavily on the continued efforts of NathaMazurek, our principal executive officer, andother senior officers who are
responsible for the day-to-day management of oeraijng subsidiaries. In addition, we rely on ourrent electrical and mechanical
design engineers, many of whom are important tooperations and would be difficult to replace. Waamot be certain that any of
these individuals will continue in their respectiapacities for any particular period of time. Tdeparture or loss of key personnel,
or the inability to hire and retain qualified emypdes, could negatively impact our ability to managebusiness.

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

Our raw material costs represented approximateds 84d 55% of our revenues for the years ended DeeeBi, 2020 and 2019,
respectively. The principal raw materials purchadgdus are copper, cells, sensors, breakers, maweys, switches, fuses,
protectors and circuit breakers. These raw mate@ald components are available from, and suppliednbmerous sources at
competitive prices. Unanticipated increases in raaterial prices or disruptions in supply could @sse production costs and
adversely affect our profitability. We cannot prdeiany assurances that we will not experiencecdiffes sourcing our raw materials
in the future.

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

We routinely have a backlog of work to be completedcontracts representing a significant portionoof annual sales. As of
December 31, 2020, our order backlog was $12.7omilOrders included in our backlog are represehtedustomer purchase orders
and service contracts that we believe to be firackBg consists of customer orders that eithehéle not yet been started or (2) are
in progress and are not yet completed. In therlatise, the revenue value reported in backlogeisemaining value associated with
work that has not yet been billed. From time togtimustomer orders are canceled that appearedvéoahhigh certainty of going
forward at the time they were recorded as new legsitaken. In the event of a customer order caticgl| we may be reimbursed for
certain costs but typically have no contractuahtitp the total revenue reflected in our backlagaddition to us being unable to
recover certain direct costs, canceled customeersranay also result in additional unrecoverabletscahie to the resulting
underutilization of our assets.

We are subject to pricing pressure from our largeustomers.
We face significant pricing pressures in all of cusiness segments from our larger customers,dmguCleanSpark. Because of
their purchasing size, our larger customers cdneénte market participants to compete on price se8nch customers also use their

buying power to negotiate lower prices. If we acd able to offset pricing reductions resulting frahese pressures by improved
operating efficiencies and reduced expendituresetprice reductions may have an adverse impagtiofinancial results.
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Deterioration in the credit quality of several majaustomers could have a material adverse effectam operating results and
financial condition.

A significant asset included in our working capitalaccounts receivable from customers. If custsmesponsible for a significant
amount of accounts receivable become insolventr@mtherwise unable to pay for products and sesyioe become unwilling or
unable to make payments in a timely manner, ouratimg results and financial condition could be erdely affected. A significant
deterioration in the economy could have an adveffeet on these accounts receivable, which cowddltén longer payment cycles,
increased collection costs and defaults in excéssanagement’s expectations. Deterioration in teglit quality of CleanSpark or of
any other major customers could have a materiatsaveffect on our operating results and finarematition.

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

We rely on arrangements with third party shipped earriers such as independent shipping compémigisnely delivery of our
products to our customers. As a result, we mayubgest to carrier disruptions and increased coststd factors that are beyond our
control, including labor strikes, inclement weath@atural disasters and rapidly increasing fuetsdéthe services of any of these
third parties become unsatisfactory, we may expedalelays in meeting our customers’ product desiand we may not be able to
find a suitable replacement on a timely basis ocammercially reasonable terms. Any failure toaliproducts to our customers in
a timely and accurate manner may damage our répuiatd could cause us to lose customers.

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

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

We rely on information systems (“IS”) in our bussseto obtain, rapidly process, analyze, managestoreé data to among other
things:

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

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

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

Our IS utilize certain third party service orgatiaas that manage a portion of our information egs, and our business may be
materially affected if these third party servicgamizations are subject to an IS security brea@ksRassociated with these and other
IS security breaches may include, among other thing

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

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

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

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

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

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

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

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

Risks Relating to Our Organization

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

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

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

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

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

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

Provident Pioneer Partners, L.P., which is corgblby Nathan J. Mazurek, our chief executive offipeesident and chairman of the
board of directors, beneficially owns approximat®B;3% of our outstanding common stock as of M&@h2021. As a result of this
stock ownership, Provident Pioneer Partners, LnB.Mr. Mazurek can control all matters submittedtmo stockholders for approval,
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including the election of directors and approvalaofy merger, consolidation or sale of all or sufitsidly all of our assets. This
concentration of voting power could delay or prevam acquisition of our company on terms that olteckholders may desire. In
addition, as the interests of Provident Pioneetriees, L.P. and our minority stockholders may Hotags be the same, this large
concentration of voting power may lead to stockkolkbtes that are inconsistent with the best istsref our minority stockholders.

Risks Relating to our Common Stock

The trading volume of our common stock has recenitigreased to a level that is significantly high#éran our historical average.
If the trading volume of our common stock decrease® will not be able to ensure investors that astige market for our common
stock will be sustained.

The trading volume of our common stock spiked digantly in Fiscal 2020, and our common stock hasstinued to trade at higher
volumes than our historical average. We do not kmdw the trading volume of our common stock hakespisignificantly; we
believe, however, that the sharp spike in the trgdiolume of our common stock is the result of anber of factors outside our
control, including recent volatility in the stockanket, which continues to remain unpredictable.réieas been no recent change in
our financial condition or results of operationattis consistent with the increase in the tradiolyme of our common stock, and the
recent spike in the trading volume of our commamtlsimay not be sustained.

In the event of a rapid decrease in the tradingmel of our common stock, there can be no assuthat@n active trading market in
our common stock could be maintained, and anyilliy resulting from such a decrease in the trgdiolume of our common stock

may result in the market price not accurately wtiitey our relative value. If our common stock wasebe thinly traded, even limited

trading in our common stock could lead, as it hasn@es in the past, to dramatic fluctuations iarghprice, and investors might not
be able to liquidate their investment in us abalat a price that reflects the value of the bussne

General Risk Factors
Our stock price may be volatile, which could resuitsubstantial losses for investors.

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

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

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

e sales of our common stock, including managementsha

« limited availability of freely-tradable “unrestrad” shares of our common stock to satisfy purcladers and demand;

e our ability to execute our business plan;

e operating results that fall below expectations;

» loss of any strategic relationship;

* industry developments;

» economic and other external factors;

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

e period-to-period fluctuations in our financial résuand

e announcements of acquisitions.

Moreover, the COVID-19 pandemic has resulted imificant financial market volatility and uncertainin recent weeks. A
continuation or worsening of the levels of markistaption and volatility seen in the recent pastldcdhave an adverse effect on our
ability to access capital, on our business, regiiltgperations and financial condition, and onrterket price of our common stock.

In addition, the securities markets have from timéime experienced significant price and volumetliations that are unrelated to
the operating performance of particular comparild®mse market fluctuations may also significantlieetf the market price of our
common stock.

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

Although we maintain insurance policies for ourihass, these policies contain deductibles anddiwfitcoverage. We estimate our
liabilities for known claims and unpaid claims agxpenses based on information available as wedt@gctions for claims incurred
but not reported. However, insurance liabilities difficult to estimate due to various factors amel may be unable to effectively
anticipate or measure potential risks to our comgpéwe suffer unexpected or uncovered losses, &@nyur insurance policies or
programs are terminated for any reason or are ffietteve in mitigating our risks, we may incur lessthat are not covered by our
insurance policies or that exceed our accrualfatr éxceed our coverage limits and could advelisghact our consolidated results
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of operations, cash flows and financial position.
Regulatory, environmental, monetary and other gomarental policies could have a material adverse effen our profitability.

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

We face risks associated with litigation and clainvghich could impact our financial results and coittbn.

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

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

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

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

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

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

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

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

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

After the Equity Transaction in 2019, Pioneer Pow@ntinues to be required to comply with the agtlle reporting requirements of
the Securities Exchange Act of 1934, as amendeén ékough compliance with such reporting requireimes economically
burdensome.

There are inherent limitations in all control systes, and misstatements due to error or fraud mayuwrcand not be detected.
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The ongoing internal control provisions of Sectii of the Sarbanes-Oxley Act of 2002 require usléntify material weaknesses
in internal control over financial reporting, whigh a process to provide reasonable assurancediegahe reliability of financial
reporting for external purposes in accordance aitbounting principles generally accepted in thetéthStates. Our management,
including our chief executive officer and interirhief financial officer, does not expect that outemmal controls and disclosure
controls will prevent all errors and all fraud. Ardgrol system, no matter how well conceived andrateel, can provide only
reasonable, not absolute, assurance that the bejecif the control system are met. In additior, design of a control system must
reflect the fact that there are resource consgantl the benefit of controls must be relativehiirtcosts. Because of the inherent
limitations in all control systems, no evaluatiohcontrols can provide absolute assurance thataitrol issues and instances of
fraud, if any, in our company have been detectéws& inherent limitations include the realities flidgments in decision-making
can be faulty and that breakdowns can occur beaafusimple errors or mistakes. Further, controls loa circumvented by individual
acts of some persons, by collusion of two or maesgns, or by management override of the contiidie. design of any system of
controls is also based in part upon certain assomptbout the likelihood of future events, and¢hean be no assurance that any
design will succeed in achieving its stated goalden all potential future conditions. Over time;antrol may be inadequate because
of changes in conditions, such as growth of thegammyg or increased transaction volume, or the degfeeompliance with the
policies or procedures may deteriorate. Becaugghefent limitations in a cost-effective controbym, misstatements due to error or
fraud may occur and not be detected.

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

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

In an effort to effectively compete in the spegiadectrical equipment manufacturing and servicsirnmsses, where increasing
competition and industry consolidation prevail, /e sought to acquire complementary businessine ipast and will continue to
do so in the future. In the event of any futureuwasitjons, we could:

* issue additional securities that would dilute ourrent stockholders’ percentage ownership or pew purchasers of the
additional securities with certain preferences otlwse of common stockholders, such as dividendiquidation
preferences;

» incur debt and assume liabilities; and

« incur large and immediate write-offs of intangibkesets, accounts receivable or other assets.

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

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

We continue to evaluate the potential dispositibagsets and businesses that may no longer heipeas our objectives. When we
decide to sell assets or a business, we may eraradifficulty in finding buyers or executing altetive exit strategies on acceptable
terms in a timely manner, which could delay theoagglishment of our strategic objectives. Alternalyy we may dispose of a
business at a price or on terms that are lesswieahad anticipated, or with the exclusion of astfes must be divested separately.
After reaching an agreement with a buyer for thepdsition of a business, the transaction remaibfesuto the satisfaction of pre-
closing conditions, which may prevent us from costiply the transaction. Dispositions may also ingokontinued financial
involvement in the divested business, such as girotontinuing equity ownership, transition servagreements, guarantees,
indemnities or other current or contingent finaholaligations. Under these arrangements, perforedycthe divested businesses or
other conditions outside our control could affeat future financial results.

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

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

We may be unable to generate internal growth.

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

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

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

e atleast two registered and active market makeies, 06 which may be a market maker entering a st bid;

e a minimum bid price of at least $1.00 per share;

e atleast 300 total holders (including both benefibiolders and holders of record, but excluding lamiger who is directly or
indirectly an executive officer, director or thenleficial holder of more than 10% of the total slsawatstanding); and

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

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

» stockholders’ equity of at least $2.5 million;

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

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

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

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

ITEM 1B. UNRESOLVED STAFF COMMENTS.

Not applicable.

ITEM 2. PROPERTIES.

Approximate Owned or
Square Lease
Location Description Footage Expiration Date
Santa Fe Springs, California Manufacturing, salegireering and administration 40,000 September 2021
Champlin, Minnesota Sales, service and warehouse 0@6,0 March 2026
Miami, Florida Sales and service 3,600 December 2021
Fort Lee, New Jersey Corporate management and aféiles 2,700 November 2022

We believe our facilities are well maintained, ioper condition to operate at higher than currewéls and are adequately insured.
We do not anticipate significant difficulty in remimg or extending existing leases as they expirén ceplacing them with equivalent
facilities or office locations.
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ITEM 3. LEGAL PROCEEDINGS
From time to time, we may become involved in lawstinvestigations and claims that arise in thenangy course of business.

On January 11, 2016, Myers Power Products, Inspegialty electrical products manufacturer, filedt svith the Superior Court of
the State of California, County of Los Angeles, ingaus, PCEP and two PCEP employees who are foem@toyees of Myers
Power Products, Inc., Geo Murickan, the presidém@EP (“Murickan”), and Brett DeChellis (“DeChall), alleging, among other
things, that Murickan wrongly used and retainedfic@mtial business information of Myers Power Pratdulnc. for the benefit of us
and PCEP, in breach of their confidentiality agreatrand/or employment agreement entered into wigkrslPower Products, Inc.,
and that we and PCEP knowingly received and usetl sonfidential business information. Myers PoweodRcts, Inc. sought
injunctive relief enjoining us, PCEP and our empley from using its confidential business informatmd compensatory damages
of an unspecified unlimited amount; however, thenpany recognized approximately $1.2 million for esfed costs related to this
litigation in the prior two fiscal years.

On October 4, 2019, the dividend that was payaplthb Company was enjoined by court order of theeBior Court of California
related to the foregoing case. On October 16, 2Bi@rs Power Products, Inc. filed an ex parte ajapibn arguing the Company had
violated, or intended to violate the modified pmghary injunction and sought an order from the téarrthe Company to post a bond
in an amount of $30,000 or more (which was not ggdn The Company cancelled the dividend as thdtrefthis court order.

There were also two related appeals in the Caldio@ourt of Appeal for the Second Appellate Digt(i€ourt of Appeal”). Case no.
B301494 was an appeal of the October 4, 2019 aontelifying a previously issued preliminary injuncticCase no. B302943 was an
appeal of the November 26, 2019 order requiringh&o Power Solutions, Inc. and Pioneer Custom EdettProducts Corp. to
obtain and post a $12 million bond. On April 102@0the Court of Appeal granted our motion to camelthe two appeals.

On November 20, 2020, the Company entered intdtiesent and release agreement with Myers Poweduts, Inc. As part of the
settlement, all injunctions were dissolved, andlitijation and appeals related to the action waismissed with prejudice. The
parties executed full releases of all known andnomkn claims, thereby eliminating all such restdns on the Company. Terms of
the settlement were not disclosed; however, the famy agreed to pay Myers Power Products, Inc. auatthat did not differ
significantly from the $1.2 million of expected ¢®she Company recognized as a legal contingendpglthe year ended December
31, 2018. This payment was made during the fountdrtgr of 2020.

We can give no assurance that any other lawsuitdaims brought in the future will not have an ageeceffect on our financial
condition, liquidity or operating results.

As of the date hereof, we are not aware of or &yfgarany legal proceedings to which we or any af subsidiaries is a party or to
which any of our property is subject, nor are weamanof any such threatened or pending litigatioaryr such proceedings known to
be contemplated by governmental authorities thab&lieve could have a material adverse effect arbasiness, financial condition
or operating results.

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

ITEM 4. MINE SAFETY DISCLOSURES.

Not applicable.
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PART Il

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

Our common stock has been listed on the Nasdagalaparket under the symbol “PPSI” since Septenti®r2013. Prior to that
time, it was quoted on the OTCQB. The last reposalés price of our common stock on the Nasdaqt@adarket on March 29,
2021, was $4.42 per share. As of March 29, 20Ztetlvere 20 holders of record of our common stock.

The timing and amount of future dividends coulduiegjthe Company to seek capital funding to supj®idngoing operations as the
Company’s historical credit arrangements were teateid in connection with the Equity Transaction.

We did not repurchase any of our equity securdi@ing the fourth quarter of the fiscal year enBetember 31, 2020.
ITEM 6. SELECTED FINANCIAL DATA.
Not applicable.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF
OPERATIONS.

You should read the following discussion and analgéour financial condition and results of opéaais together with our financial
statements and related notes appearing elsewhethisnprospectus. In addition to historical finaacinformation, the following
discussion contains forward-looking statements th#lect our plans, estimates and beliefs. Our attasults could differ materially
from those discussed in the forward-looking stat@sieFactors that could cause or contribute to theléfferences include those
discussed below and elsewhere in this prospectagicplarly in the sections entitled “Risk Factorsind “Cautionary Note
Regarding Forward-Looking Statements.”

Overview

We manufacture, sell and service a broad rangepe€ialty electrical transmission, distribution aad-site power generation
equipment for applications in the utility, indusatricommercial and backup power markets. We arddesatered in Fort Lee, New
Jersey and operate from three (3) additional loaatin the U.S. for manufacturing, service and me@iance, engineering, sales and
administration.

Our operations are divided into two reportable segist T&D Solutions segment and Critical Power seiginmOur T&D Solutions
business provides equipment solutions that helpomess effectively and efficiently manage theirctlieal power distribution
systems to desired specifications. These solutamasmarketed principally through our PCEP brand ena@®ur Critical Power
business performs service and maintenance on storoers’ sophisticated power generation equipmeditadso provides customers
with new and used power generation equipment idnith ensure smooth uninterrupted power to operatiuring times of
emergency. These solutions are marketed by ouratipes headquartered in Minnesota, currently ddinginess under the Titan
brand name.

Discontinued Operations

Operating results for our liquid-filled transformand dry-type transformer manufacturing businesstsch have been previously
included in the T&D Solutions segment, have nownbelassified as discontinued operations for atlqals presented. See Note 8 -
Discontinued Operations.

Recent Developments

In October 2020, we filed a registration statenmmnt~orm S-3 including a base prospectus which cother offering, issuance and
sale of up to $25 million of common stock includiaigy common stock sold under the sales agreementefned below), preferred
stock, warrants and/or units; and a sales agreepmespectus covering the offering, issuance arelgialip to a maximum aggregate
offering price of $9 million of common stock thatgnbe issued and sold under the At The Market @ifeAgreement (the “sales
agreement”) with H.C. Wainwright & Co., LLC (“Waimight”), from time to time in an at-the-market afifey. Wainwright will offer
our common stock at prevailing market prices subjedhe terms and conditions of the sales agreemeagreed upon by us and
Wainwright. Under the sales agreement we will desig the number of shares which we desire totbelltime period during which
sales are requested to be made, any limitatiorhemumber of shares that may be sold in one dayaagdninimum price below
which sales may not be made. Subject to the temdscanditions of the sales agreement, Wainwright wge its commercially
reasonable efforts consistent with its normal trigdand sales practices to sell on our behalf allhef shares of common stock
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requested to be sold by us. We have not sold aasestof common stock under the sales agreemente The@o assurance that the
Company will be able to sell shares from the safgsement.

Critical Accounting Policies

Use of EstimatesThe preparation of financial statements in accocdawith generally accepted accounting principteshe U.S.
requires us to make estimates and assumptionsiffieat the reported amounts of assets and liasliind disclosures of contingent
assets and liabilities at the date of the finansiatements and the reported amounts of revenuks)genses during the reporting
period. The financial statements include estimaised on currently available information and oulgjuent as to the outcome of
future conditions and circumstances. Significatingsgtes in these financial statements include, ity provisions, useful lives and
impairment of long-lived assets, warranty accruaslspme tax provision, goodwill impairment analysssock-based compensation,
and allowance for doubtful accounts. Changes insthtus of certain facts or circumstances couldlrés material changes to the
estimates used in the preparation of the finarst&kments and actual results could differ frometstenates and assumptions.

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

Inventories A substantial portion of the Company’s inventorgludes raw materials and parts utilized to suppi@ manufacturing
process at PCEP and equipment sales and serviarngf at Titan. We value inventories at the loafecost or net realizable value.
If a write down to the current market value is resaey, the market value cannot be greater thameheealizable value, which is
defined as selling price less costs to complete digpose, and cannot be lower than the net reddizeddue less a normal profit
margin. We also continually evaluate the compaositid our inventory and identify obsolete, slow-nmyiand excess inventories.
Inventory items identified as obsolete, slow-movirgexcess are evaluated to determine if resemeeseguired. If we were not able
to achieve our expectations of the net realizablaesof the inventory at current market value, wruld have to adjust our reserves
accordingly. We attempt to accurately estimaterugroduct demand to properly adjust inventory llever our standard products.
However, significant unanticipated changes in dedneould have a significant impact on the valuemfentory and of operating
results.

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

LeasesIn February 2016, the Financial Accounting StaddeBoard (“FASB”) issued Accounting Standards Upd@ASU”) No.
2016-02 Leases (Topic 842hich requires, among other things, a lesseec¢ognize a liability representing future lease payts
and a right-of-use asset representing its rightge the underlying asset for the lease term. Feratipg leases, a lessee will be
required to recognize at inception a right-of-useed and a lease liability equal to the net pregelue of the lease payments, with
lease expense recognized over the lease term waight-line basis. For leases with a term of twetmonths or less, ASU 2016-02
allows a reporting entity to make an accountingigyoklection to not recognize a right-of-use assad a lease liability, and to
recognize lease expense on a straight-line ba8tl No. 2016-02 is effective for fiscal years begngnafter December 15, 2018,
including interim periods within those fiscal yeandth early adoption permitted. Upon adoptiongparting entity should apply the
provisions of ASU 2016-02 at the beginning of tlagliest period presented using a modified retrobpe@pproach, which includes
certain optional practical expedients that an gmtity elect to apply. We adopted this standarduinfiost quarter of 2018 using the
modified retrospective approach.

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

Fair Value Measurementn August 2018, the FASB issued ASU No. 2018-#8ir Value Measurement (Topic 820): Disclosure
Framework - Changes to the Disclosure RequiremémtsFair Value Measurementhat eliminates, amends, and adds certain
disclosure requirements for fair value measureméris ASU is effective for all annual and interiraripds beginning January 1,
2020, with early adoption permitted.

Measurement of Credit Losses on Financial InstrumenJune 2016, the FASB issued amended guidanceStd Wo. 2016-13,
Financial Instruments — Credit Losses (Topic 32B)easurement of Credit Losses on Financial Instrusi¢hat changes the
impairment model for most financial assets andagerother instruments. For trade and other recégalheld-to-maturity debt
securities, loans and other instruments, entitilsbe required to use a new forward-looking “extgetloss” model that will replace
today’s “incurred loss” model and generally wilstdt in the earlier recognition of allowances fosdes. For available-for-sale debt
securities with unrealized losses, entities willasigere credit losses in a manner similar to cunpesttice, except that the losses will
be recognized as an allowance. This amended gwedimmcsmall reporting companies is effective factil years beginning after
December 15, 2022, including interim periods witthinse fiscal years. Entities will apply the stawdaprovisions as a cumulative-
effect adjustment to retained earnings as of tiggnipéng of the first effective reporting period. @ €ompany does not expect that the
amended guidance will have a material effect oncomsolidated financial statements and relatedafisces.

Income TaxesWe account for income taxes under the asset amdlity method, based on the income tax laws anésrin the
countries in which operations are conducted andnreis earned. This approach requires the recogniti deferred tax assets and
liabilities for the expected future tax consequanaktemporary differences between the carryingut®and the tax basis of assets
and liabilities using expected rates in effecttfog tax year in which the differences are expetie@verse. Developing the provision
for income taxes requires significant judgment axgertise in federal, international and state inedlax laws, regulations and
strategies, including the determination of deferi@d assets and liabilities and, if necessary, \&lyation allowances that may be
required for deferred tax assets. A valuation alloge was recorded to reduce our deferred tax assetso at December 31, 2020. If
we were to subsequently determine that we wouldtie to realize deferred tax assets in the futnrexcess of its net recorded
amount, an adjustment to deferred tax assets woctidase net income for the period in which sudiereination was made. We will
continue to assess the adequacy of the valuatiowaaice on a quarterly basis. Our judgments andtiategies are subject to audit
by various taxing authorities.

Rounding

All dollar amounts (except share and per share) qatsented are stated in thousands of dollargsanvtherwise noted. Amounts
may not foot due to rounding.
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RESULTS OF OPERATIONS
Overview of 2020 Operating Results

Selected financial and operating data for our regide business segments for the most recent twis ye@ummarized below. This
information, as well as the selected financial datavided in Note 17 and our Consolidated FinanSiattements and related notes
included in this Annual Report on Form 10-K, shob&greferred to when reading our discussion antysisaof results of operations
below. Our summary of operating results duringyéars ended 2020 and 2019 are as follows:

For the Year Ended
December 31,

2020 2019
Revenues
T&D Solutions $ 10,257 $ 8,985
Critical Power Solutions 9,233 11,597
Consolidated 19,490 20,582
Cost of goods sold
T&D Solutions 10,630 9,522
Critical Power Solutions 7,979 9,895
Consolidated 18,609 19,417
Gross profit 881 1,165
Selling, general and administrative expenses 5,028 12,681
Depreciation and amortization expense 137 237
Total operating expenses 5,165 12,918
Operating loss from continuing operations (4,284) (11,753)
Interest (income) expense (334) 396
Gain on sale of subsidiaries - 4,207
Other (income) expense (969) 2,817
Loss before taxes (2,981) (10,759)
Income tax expense 5 1,278
Net loss from continuing operations (2,986) (12,037)
Discontinued operations
Loss from operations of discontinued business units - (2,351)
Gain on sale of discontinued business units - 13,686
Income tax expense - 330
Income from discontinued operations, net of inctaxes - 11,005
Net loss $ (2,986) $ (2,032)

Backlog Our backlog is based on firm orders from our congrs expected to be delivered in the future, mbsthich is expected to
occur during the next twelve months. Backlog masy\sgnificantly from reporting period to reportinmeriod due to the timing of
customer commitments. The time between receiphafrder and actual delivery, or completion, of ptwducts and services varies
from one or more days, in the case of inventortaddard products, in the case of certain custonmeaged equipment solutions, and
up to one year or more under our service contracts.

The full impact of the COVID-19 pandemic continuesevolve as the date of this report. As suchs itincertain as to the full
magnitude that the pandemic will have on the Comisaorder backlog. During 2020, the Company expeéa a decline in

customer orders for its products and services dugetays caused by the pandemic. Management igebctinonitoring the global

situation on its overall financial condition andler backlog. While there has been some return tmalooperations throughout 2020,
the Company continues to experience some disrupti@s business as a result of the pandemic.
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Our order backlog at December 31, 2020 was $12lifomias compared to $15.9 million at December 3019 for continuing
operations. Our backlog is based on orders expectbd delivered in the future, most of which ipested to occur during 2020. The
following table represents the progression of agktog, by reporting segment, for the periods eratehdicated:

December 31,

2020 2019
T&D Solutions $ 5881 $ 6,450
Critical Power Solutions 6,792 9,406
Total order backlog $ 12,673 $ 15,856

Revenue

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

For the Year Ended
December 31,

2020 2019 Variance %
T&D Solutions

Switchgear $ 10,257 $ 8985 % 1,272 14.2
10,257 8,985 1,272 14.2

Critical Power Solutions
Equipment 1,574 1,416 158 11.2
Service 7,659 10,181 (2,522) (24.8)
9,233 11,597 (2,364) (20.4)
Total revenue $ 19490 $ 20582 $ (1,092) (5.3)

For the year ended December 31, 2020, our consetidevenue decreased by $1.1 million, or 5.3%1®.% million, down from
$20.6 million during the year ended December 31920

T&D Solutions During the year ended December 31, 2020, revéoume our switchgear product lines increased by $iilBon, or

14.2%, as compared to the year ended December029, as a result of increased sales of our trassfdches offset by decreased
sales of our low and medium voltage switchgear.

Critical Power. For the year ended December 31, 2020, revenusufoequipment sales increased by $158, or 11.8%ompared to
the prior year, mainly due to increased sales ofefurbished pre-owned equipment and an increasesidential equipment sales.

For the year ended December 31, 2020, our sergienue decreased by $2.5 million, or 24.8%, as eomtpto the same period in
the prior year, primarily due to the loss of theriZen preventative maintenance business.

Gross (Loss) Profit and Gross Margin

The following table represents our gross (loss)fiproy reporting segment for the periods indicat@d thousands, except
percentages):

For the Year Ended
December 31,

2020 2019 Variance %

T&D Solutions

Gross loss $ (373) $ (537) $ 164 30.5

Gross margin % (3.6) (6.0) 2.4
Critical Power Solutions

Gross profit 1,254 1,702 (448) (26.3)

Gross margin % 13.6 14.7 (1.2)
Consolidated gross profit $ 881 $ 1,165 $ (284) (24.4)
Consolidated gross margin % 4.5 5.7 1.2)
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For the year ended December 31, 2020, our grosgimpercentage was 4.5% of revenues, compared % Buring the year ended
December 31, 2019.

T&D Solutions.For the year ended December 31, 2020, our grosgimiacreased by 2.4%, primarily due to increasal®s of our
transfer switches which generate higher gross mar@$ compared to the year ended December 31, ZB&Sincrease was partially
offset by the $546 write down of inventory recogzduring the second quarter of the year endedrbleee31, 2020 as a result of
management’s strategic decisions to rationalizeatditional product offerings.

Critical Power. For the year ended December 31, 2020, our grasgimdecreased by 1.1%, to 13.6%, from 14.7%Herprior year,
predominately due to the loss of the Verizon présive maintenance business which historically tesulted in higher gross
margins.

Operating Expenses

The following table represents our operating expenby reportable segment for the periods indicgtedthousands, except
percentages):
For the Year Ended
December 31,

2020 2019 Variance %

T&D Solutions

Selling, general and administrative expense $ 1,516% 2539 $ (1,023) (40.3)

Depreciation and amortization expense 45 67 (22) (32.8)
Segment operating expense $ 1,561 $ 2606 $ (1,045) (40.1)
Critical Power Solutions

Selling, general and administrative expense $ 1,624% 5161 $ (3,537) (68.5)

Depreciation and amortization expense 60 122 (62) (50.8)
Segment operating expense $ 1,684 % 5283 $ (3,599) (68.1)
Unallocated Corporate Overhead Expenses

Selling, general and administrative expense $ 1,888% 4981 $ (3,093) (62.1)

Depreciation and amortization expense 32 48 (16) (33.3)
Segment operating expense $ 1920 $ 5029 $ (3,109) (61.8)
Consolidated

Selling, general and administrative expense $ 5,028 12,681 $ (7,653) (60.4)

Depreciation and amortization expense 137 237 (100) (42.2)
Consolidated operating expense $ 5165% 12,918 $  (7,753) (60.0)

Selling, General and Administrative ExpenBer the year ended December 31, 2020, consatidating, general and administrative
expense, before depreciation and amortization,edsed by approximately $7.7 million, or 60.4%, 500$million, as compared to
$12.7 million during the year ended December 311920As a percentage of our consolidated revenuéngegeneral and
administrative expense decreased to 25.8% in 2826pmpared to 61.6% in the year ended Decemb&039,

The selling, general and administrative expenseuinT&D Solutions segment decreased by $1.0 millmn40.3%, during the year
ended December 31, 2020, as compared to the ydadd&recember 31, 2019, primarily due to a redudtiqerofessional fees related
to the Myers Power Case, which was settled on Ntezr20, 2020.

The selling, general and administrative expenseuinCritical Power segment decreased by $3.5 millar 68.5% as compared to
2019, primarily due to a reduction in professiofeds and $3.1 million of intangible impairment eritffs that were recognized
during the year ended December 31, 2019 and nogititie impairment write-offs being recognized i tyear ended December 31,
2020.

Depreciation and Amortization Expens&gpreciation and amortization expense consistsaoily of depreciation of fixed assets and
amortization of definite-lived intangible assetslaight-of-use assets related to our finance leasésexcludes amounts included in
cost of sales. For the year ended December 31,, 28Golidated depreciation and amortization expatecreased by $100, or
42.2%, as compared to the year ended December(@B @rimarily due to a reduction in amortizationperse as a result of
intangible impairment write-offs that were recogrdzn the year ended December 31, 2019.

23



Operating Loss

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

For the Year Ended
December 31,

2020 2019 Variance %
T&D Solutions $ (1,934) $ (3,143) $ 1,209 38.5
Critical Power Solutions (430) (3,581) 3,151 88.0
Unallocated corporate overhead expenses (1,920) (5,029) 3,109 61.8
Total operating loss $ (4284) $ (11,753) $ 7,469 63.5

T&D Solutions Operating loss from our T&D Solutions segmentrdased by $1.2 million, or 38.5%, in the year enBedember
31, 2020 as compared to the year ended Decembe2039, due to increased sales of our transfer Begtcwhich generate high
margins, and a decrease in professional fees.

Critical Power. Operating loss from our Critical Power segmemtrédased by $3.2 million, or 88.0%, during the yezted December
31, 2020, primarily due to intangible impairmenttexoffs that were recognized during the year enBedember 31, 2019 and no
intangible impairment write-offs being recognizedhe year ended December 31, 2020.

General Corporate Expens®ur general corporate expenses consist primafilgxecutive management, corporate accounting and
human resources personnel, office expenses, fingrend corporate development activities, payroll benefits administration,
treasury, tax compliance, legal, stock-based cosateim and public reporting costs, and costs netifipally allocated to reportable
business segments. During the year ended Decerib@020, our unallocated corporate overhead expgesmased by $3.1 million,

or 61.8%, as compared to the year ended Decemb&039, primarily due to $1.4 million of one-timgegutive bonuses that were
recorded during the year ended December 31, 2@1®¢eh as a reduction in bad debt expense of apmpedely $1 million during the
year ended December 31, 2020 as compared to Dec&hp2019 (pertaining to certain notes receivalg@emed uncollectible).

Non-Operating (Income) Expense

Interest (Income) ExpensEBor the year ended December 31, 2020, we hatkstitencome of approximately $334, as compared to
interest expense of $396 during the year ended riieee31, 2019. The decrease in our interest expgasalue to the retirement of
our bank indebtedness with the proceeds from tlgecddahe transformer business units in August 2019

Other (Income) Expenséther (income) expense in the consolidated setésnof operations reports certain gains and losses
associated with activities not directly relatedoiar core operations. For the year ended DecembeP@®0, other non-operating
income was $969, as compared to other non-operakipgnse of $2.8 million during the year ended Dréwer 31, 2019. For the year
ended December 31, 2020, included in other incoe avgain of $968 related to the sale and markaidken adjustment on the fair
value of the CleanSpark Common Stock and warranfsutchase CleanSpark Common Stock it receivecbimection with the
Merger Agreement, as compared to a loss of $2.8omifor the year ended December 31, 2019, relétethe mark to market
adjustment on the fair value of those securities.

Provision for Income Taxe©ur provision reflects an effective tax rate osd before taxes of (0.2)% for the year ended Dbeem
31, 2020, as compared to (11.9)% for the year ebdmegmber 31, 2019, as set forth below:

For the Year Ended
December 31,

2020 2019 Variance

Loss before income taxes $ (2,981)$ (10,759) $ 7,778
Income tax expense 5 1,278 (1,273)
Effective income tax rate % (0.2) (11.9) 11.7

The (11.9)% effective tax rate for the year endedddnber 31, 2019 is primarily due to establishméadditional valuation
allowances.

Net Loss per Share from Continuing Operations

We generated a net loss from continuing operatidr3.0 million for the year ended December 31,&80% compared to a net loss
from continuing operations of $12.0 million duritige year ended December 31, 2019.
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Our net loss from continuing operations per basit diluted share for the year ended December 320 2@as $0.34 compared to
$1.38 for the year ended December 31, 2019.

LIQUIDITY AND CAPITAL RESOURCES

General As of December 31, 2020, we had $7.6 million astt and cash equivalents on hand. We have hidtgrioat our cash
needs through a combination of cash flows from afireg activities and bank borrowings. Our cash ireuents have been generally
applied toward operating activities, debt repaymeapital improvements and acquisitions.

On January 30, 2020, the World Health OrganizaffddHO”) announced a global health emergency becaiise new strain of
coronavirus originating in Wuhan, China and th&si® the international community as the virus ageeglobally beyond its point of
origin. In March 2020, the WHO classified the COVID outbreak as a pandemic (the “COVID-19 pandemlzdsed on the rapid
increase in exposure globally.

The full impact of the COVID-19 pandemic continuesevolve as the date of this report. As suchsitimcertain as to the full
magnitude that the pandemic will have on the Comisafinancial condition, liquidity, and future rdssiof operations. During the
year ended December 31, 2020, the Company expedemalecline in customer orders for its products sarvices due to delays
caused by the pandemic. Additionally, the Compargedgenced an impact to productivity as a resultimplementing social

distancing guidelines and personal protective measuManagement is actively monitoring the globtiagion on its financial

condition, liquidity, operations, suppliers, indystand workforce. Given the daily evolution of tR®VID-19 pandemic and the
global responses to contain its spread, the Comsangt able to estimate the full effects of the\M@D-19 pandemic at this time,
however, if the pandemic continues, it may contitméhave an adverse effect on the Company’s resfiltsperations, financial

condition, or liquidity.

On March 27, 2020, President Trump signed into thes “Coronavirus Aid, Relief, and Economic Secuf(GARES) Act” (the
“CARES Act”) The CARES Act, among other things, eguriates funds for the SBA Paycheck Protectiongfam loans that are
forgivable in certain situations to promote conéduemployment. On April 13, 2020, after having deieed that it met the
qualifications for this loan program due to the aopthat COVID-19 would have on our financial cdiudi, results of operations,
and/or liquidity and applying for relief, the Compareceived a loan under the SBA Paycheck Prote®imgram (the “PPP Loan”)
in the amount of $1.4 million.

The Company has accounted for the PPP Loan as tairdgtument in accordance with Financial Accougtiitandards Board
Accounting Standards Codification 470, Debt. At Braber 31, 2020, $633 of principal payments duebleas recorded as long-term
debt and $780 as current debt in accordance wétettactment of the Paycheck Protection Programitiigx Act of 2020. The
Company does not expect to incur any material ésteexpense under the PPP Loan. Under the terthe ¢fPP Loan, the Company
believes it is eligible for full or partial loanrgiveness. We have applied for full loan forgivendsiring the fourth quarter of 2020,
however no assurance can be provided that anyopasfithe PPP Loan will ultimately be forgiven.

Cash Used in Operating Activitie€ash used in our operating activities was $3l6amiduring the year ended December 31, 2020,
as compared to $5.6 million during the year endeddiber 31, 2019. The decrease in cash used ioparating activities is
primarily due to the recognition of insurance prete of $1.8 million as well as working capital fluations, partially offset by a
settlement payment that was made during the yeteceDecember 31, 2020 (see Note 13 - Commitmendt€antingencies).

Cash Provided by Investing Activitie€ash provided by investing activities during theary ended December 31, 2020 was $2.6
million, as compared to $39.8 million during theayended December 31, 2019. The decrease in cagld@d by investing activities

is due to realizing $39.9 million of proceeds frtme sale of the transformer business units dufiegyear ended December 31, 2019,
and there were no comparable proceeds from a assumat sale during the year ended December 310.20% primary source of
cash in investing activities for the year ended ddalger 31, 2020 were proceeds from the sale of kh@nSpark Common Stock and
warrants to purchase CleanSpark Common Stock iarnfmunt of $2.4 million.

Cash Provided by (Used in) Financing Activiti€ash provided by our financing activities was $88¥ing the year ended December
31, 2020, as compared to cash used in our finaragtigities of $26.2 million during the year end@dcember 31, 2019. The primary
source of cash in financing activities for the yeaded December 31, 2020 was funding from the Mayrotection Program. The
change in cash provided by (used in) financingviis is primarily due to the repayment of our dgbthe prior year period as a
result of the sale of the transformer businesssunit
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Working Capital As of December 31, 2020, we had working capita$®.4 million, including $7.6 million of cash anthsh
equivalents, compared to working capital of $10ilion, including $8.2 million of cash and cash ealents at December 31, 2019.
At December 31, 2020 and December 31, 2019, wemgel had a revolving credit facility, as it wasdom full and terminated in
August 2019 with the proceeds from the sale ottéiesformer business units.

Assessment of Liquiditht December 31, 2020, we had $7.6 million of casl cash equivalents on hand generated primacify f
the sale of the transfer business units duringyéfee ended December 31, 2019, sale of the Cleak&manmon Stock and warrants
to purchase CleanSpark Common Stock, proceeds ifieurance and the funding from the Payroll ProtectProgram. We have
historically met our cash needs through a comhbinatif cash flows from operating activities and bdkrowings. Our cash
requirements historically were generally for opiigtactivities, debt repayment, capital improverseahd acquisitions. As all
outstanding amounts under our credit facilitiesehagen paid in full with the proceeds from the sdlthe transformer business units
during the year ended December 31, 2019, and #witdacilities terminated, we expect to meet oastt needs with our working
capital and cash flows from our operating actigiti®Ve expect our cash requirements to be gendillpperating activities and
capital improvements. We expect that our cash al&sufficient to fund operations for the nextive months.

On October 20, 2020, we entered into the salesamst, pursuant to which we may offer and sellehaf common stock having an
aggregate price of up to $9 million from time tmé through Wainwright, acting as agent or principa the date of this report, we
have not sold any shares of common stock undesales agreement. There can be no assurance th2otigany will be able to sell
shares from the sales agreement.

Capital Expenditures

We had no additions to property, plant and equigrdening the year ended December 31, 2020, as cauiga additions of $153
during the year ended December 31, 2019.

Factors That May Affect Future Operations

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

Off Balance Sheet Transactions and Related Matters

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

New Accounting Pronouncements

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

Recent Accounting Pronouncements

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

Income Taxedn December 2019, the FASB issued ASU No. 2019+ichme Taxes (Topic 740)hich simplifies the accounting for
income taxes by removing certain exceptions togdweral principles in Topic 740 and also clarifsesl amends existing guidance to
improve consistent application. The ASU is effeetfor all annual and interim periods beginning Deber 15, 2020, with early
adoption permitted. The Company is currently eviithgathe potential impact but does not anticipaereé will be a material impact to
the consolidated financial statements once impléeten

Fair Value Measurementn August 2018, the FASB issued ASU No. 2018-#8ir Value Measurement (Topic 820): Disclosure
Framework - Changes to the Disclosure RequiremémtsFair Value Measurementhat eliminates, amends, and adds certain
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disclosure requirements for fair value measuremértie Company adopted this guidance on Januar@2Q.2The adoption of this
ASU did not have a material impact on the constdiddinancial statements.

Measurement of Credit Losses on Financial InstrumenJune 2016, the FASB issued amended guidanceStd Wo. 2016-13,
Financial Instruments — Credit Losses (Topic 32B)easurement of Credit Losses on Financial Instrusi¢hat changes the
impairment model for most financial assets andagerother instruments. For trade and other recégalheld-to-maturity debt
securities, loans and other instruments, entitilsbe required to use a new forward-looking “extgetloss” model that will replace
today’s “incurred loss” model and generally wilstdt in the earlier recognition of allowances fosdes. For available-for-sale debt
securities with unrealized losses, entities willasiere credit losses in a manner similar to cunpesttice, except that the losses will
be recognized as an allowance. This amended gwedmcsmall reporting companies is effective facél years beginning after
December 15, 2022, including interim periods witthinse fiscal years. Entities will apply the stawdaprovisions as a cumulative-
effect adjustment to retained earnings as of tiggnibéng of the first effective reporting period. @ €ompany does not expect that the
amended guidance will have a material effect oncomsolidated financial statements and relatedafisces.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Not Applicable.
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Report of Independent Registered Public Accountingrirm

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

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balsheets of Pioneer Power Solutions, Inc. anddiabies (the “Company”) as
of December 31, 2020 and 2019, the related coreelidstatements of operations and comprehensiss) (locome, stockholders’
equity, and cash flows for each of the two yeath@period ended December 31, 2020, and the detetees (collectively referred to
as the “consolidated financial statements”). In @pinion, the consolidated financial statements@néfairly, in all material respects,
the financial position of the Company at Decembkr2020 and 2019, and the results of its operatmkits cash flows for each of
the two years in the period ended December 31, ,226onformity with accounting principles generaligcepted in the United
States of America.

Basis for Opinion

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

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

Our audits included performing procedures to assiessrisks of material misstatement of the consddid financial statements,
whether due to error or fraud, and performing pdaices that respond to those risks. Such proceducksled examining, on a test
basis, evidence regarding the amounts and dis@ssnrthe consolidated financial statements. Oditaualso included evaluating the
accounting principles used and significant estisiatede by management, as well as evaluating thealbyresentation of the
consolidated financial statements. We believe dlataudits provide a reasonable basis for our opini

Critical Audit Matter

The critical audit matter communicated below isatter arising from the current period audit of domsolidated financial statements
that was communicated or required to be commurdcatehe audit committee and that: (1) relatescmpants or disclosures that are
material to the consolidated financial statements @) involved our especially challenging, subijegtor complex judgments. The

communication of critical audit matters does ndéraln any way our opinion on the consolidated fficial statements, taken as a
whole, and we are not, by communicating the ciligealit matter below, providing separate opiniongtee critical audit matter or on

the accounts or disclosures to which it relates.

Provision for Excess and Obsolete Inventory

As described in Note 9 to the consolidated findnsiatements, as of December 31, 2020, the Compacgrded a provision for
excess and obsolete inventory of $736,000 on grogntories of $3,139,000. The provision for excard obsolete inventory is
comprised of an obsolescence reserve and any akatele value reserve, as necessary. A substgigion of the Company’s
inventory includes raw materials and parts utilitecdupport the manufacturing process at Pionestddu Electrical Products Corp
(PCEP) and equipment sales and service offeringat Energy Systems, Inc. (Titan) to which thevision for excess and obsolete
inventory relates. The remaining inventories retatiéems that have been purchased and labor tapdato fulfill commitments to
existing customer orders, or customer orders ttatark-in-process at PCEP. Management analyzegk-imgurocess inventory to
identify circumstances whereby the capitalized imwey cost exceeds its net realizable value. If age@ment determines that the cost
of the work-in-process inventory will not be recoafele, a reserve to adjust the inventory to nelizaale value is required to be
recognized.
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We identified the provision for excess and obsoietentory at PCEP as a critical audit matter. ‘gament’s determination of the
obsolescence reserve includes an assessmentafrteat and forecasted production requirementscbaseustomer demand and the
Company’s strategic plans to determine if the costcoverable from future sales of the Companyglpcts upon fair market value.
In determining the net realizable value reserve ®%@EP work-in-process inventory, critical estinsafier estimated costs to complete
projects are applied to open work orders. The edmo over the need for a reserve requires managetoedevelop and utilize
assumptions in its determination of estimates tomete the open work orders based upon an assessfigoject status and efforts
required to complete the assembly of the finishextipct. Auditing the critical assumptions used bgnagement in determining the
provision for excess and obsolete inventory invdlespecially challenging auditor judgment due ® mature and extent of audit
effort needed to evaluate the reasonableness afsthamptions and judgments made by management.

The primary procedures we performed to addresscthisal audit matter included:

« ldentifying any slow moving raw material and panigentory during the attendance of physical inventitbservations.

« Obtaining a listing of certain low voltage switchag, switch boards, and panel boards that the Coyngpaes not expect to
sell in the future and for which corresponding pand inventory have been included in the obsofesceeserve. Testing the
completeness of the obsolescence reserve listimgptaining historical bill of materials for relatgdoducts and comparing
against management’s calculation.

» Testing a sample of PCEP work-in-progress inventmmyhand at year end and comparing expected cosaplaists to
current market prices through the examination lefvent source documents

» Testing the completeness and accuracy of the undgrtosts incurred to date on PCEP work-in-pragiiegentory on hand
at year end through the examination of relevantdocuments including bill of materials and attuets incurred to date.

« Evaluating management's conclusion of estimatefegi®to complete on a sample of PCEP work-in-msginventory on
hand at year end through inquiries of operatinggatomanagers, and vouching subsequent costs @ttuahrough the
examination of relevant source documents.

« Evaluating the reasonableness of management’'sastnand current period costs estimates of thegwovfor excess and

obsolete inventory by performing a retrospectivanparison of prior estimates to current period digtito assess
management’s ability to estimate provision for esscand obsolete inventory.

We have served as the Company's auditor since 2014.

/s/ BDO USA, LLP
New York, New York
March 30, 2021

30



PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Operations
(In thousands, except per share data)

Revenues
Cost of goods sold
Cost of goods sold
Write down of inventory
Total cost of goods sold
Gross profit
Operating expenses
Selling, general and administrative
Total operating expenses
Loss from continuing operations
Interest (income) expense
Gain on sale of subsidiaries
Other (income) expense
Loss before taxes
Income tax expense
Net loss from continuing operations
Discontinued operations (Note 8)
Loss from operations of discontinued business units
Gain on sale of discontinued subsidiaries
Income tax expense
Income from discontinued operations, net of inceaxes
Net loss

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

Diluted
Loss from continuing operations
Income from discontinued operations
Net loss

Weighted average common shares outstanding:
Basic
Diluted

The accompanying notes are an integral part okthessolidated financial statements.
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For the Year Ended
December 31,

2020 2019
(Revised See Note #6)

19,490 $ 20,582
18,063 19,417
546 -
18,609 19,417
881 1,165
5,165 12,918
5,165 12,918
(4,284) (11,753)
(334) 396

- 4,207
(969) 2,817
(2,981) (10,759)
5 1,278
(2,986) (12,037)
- (2,351)
- 13,686

- 330
- 11,005
(2,986) $ (1,032)
(0.34) $ (1.38)

- 1.26
(0.34) $ (0.12)
(0.34) $ (1.38)

- 1.26
(034 % (0.12)
8,726 8,726
8,726 8,726



PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Comprehensive (Loss) lome
(In thousands)

For the Year Ended
December 31,

2020 2019
Net loss $ (2,986) $ (1,032)
Other comprehensive income
Foreign currency translation adjustments - 4,766
Amortization of net prior service costs and rettiarial losses, net of tax - 1,145
Other comprehensive income - 5,911
Comprehensive (loss) income $ (2,986) $ 4,879

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

December 31,
2020 2019
(Revised See Note #6)

ASSETS
Current assets
Cash and cash equivalents $ 7,567 $ 8,213
Short term investments - 936
Accounts receivable, net 2,587 3,716
Insurance receivable 95 1,800
Inventories, net 2,403 4,554
Income taxes receivable 407 360
Prepaid expenses and other current assets 897 795
Total current assets 13,956 20,374
Property, plant and equipment, net 433 640
Other assets 6,898 7,465
Total assets $ 21,287 $ 28,479

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Bank overdrafts $ - $ 374
Accounts payable and accrued liabilities 4,027 7,533
Deferred revenue 714 1,441
Current maturities of long-term debt 780 -
Income taxes payable 17 496
Total current liabilities 5,538 9,844
Long-term debt 633 -
Other long-term liabilities 1,257 1,793
Total liabilities 7,428 11,637

Stockholders’ equity
Preferred stock, $0.001 par value, 5,000,000 slartt®rized; none issued - -

Common stock, $0.001 par value, 30,000,000 shaitbsiized;

8,726,045 shares issued and outstanding on Dece3tbh2020 and 2019 2 1
Additional paid-in capital 23,981 23,978
Accumulated other comprehensive income 14 14
Accumulated deficit (10,145) (7,159)
Total stockholders’ equity 13,859 16,842
Total liabilities and stockholders’ equity $ 21,287 % 28,479

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

For the Year Ended
December 31,

2020 2019
Operating activities
Net loss $ (2,986) $ (1,032)
Depreciation 203 607
Amortization of intangible assets - 150
Amortization of right-of-use assets 261 354
Amortization of debt issuance cost - 43
Amortization of imputed interest (448) (166)
Interest expense from PPP Loan 9 -
Deferred income tax expense - 1,245
Non-cash cost of operating leases 622 619
Change in receivable reserves (57) 3,093
Change in inventory reserves (535) 361
Write down of inventory 546 -
Inventory write-off from flood damage - 2,688
Gain on sale of subsidiary - (17,893)
Change in long term payables 4 -
Change in insurance receivable 1,705 (1,800)
(Gain) loss on investments (968) 2,750
Accrued pension - 114
Stock-based compensation 3 12
Other 3 -
Intangible asset impairment - 83
Goodwill impairment - 2,969
Foreign currency remeasurement gain - (100)
Changes in current operating assets and liabilities
Accounts receivable 1,158 1,855
Inventories 2,139 (1,145)
Prepaid expenses and other assets (692) (543)
Income taxes (501) 420
Accounts payable and accrued liabilities (3,352) 3)
Deferred revenue (727) (254)
Net cash used in operating activities (3,613) (5,573)
Investing activities
Additions to property, plant and equipment - (153)
Proceeds from sale of subsidiaries, net - 39,923
Proceeds from sale of investments 2,436 -
Change in note receivable 194 -
Net cash provided by investing activities 2,630 39,770
Financing activities
Bank overdrafts (374) (1,439)
Borrowing under debt agreement - 15,329
Funding from PPP Loan 1,404 -
Repayment of debt - (40,070)
Payment of debt issuance cost - (15)
Payment of deferred purchase price (397) -
Write-off of notes receivable - 600
Principal repayments of financing leases (296) (635)
Net cash provided by/(used in) financing activities 337 (26,230)
(Decrease) increase in cash and cash equivalents 6) (64 7,967
Effect of foreign exchange on cash and cash ecrit@l - 35
Cash and cash equivalents
Beginning of period 8,213 211
End of period $ 7,567 $ 8,213
Supplemental cash flow information:
Interest paid 28 1,106
Income taxes paid, net of refunds 507 477
Non-cash investing and financing activities:
Securities received for sale of subsidiary - 4,207
Notes receivable recognized upon Equity Transaction - 4,929

The accompanying notes are an integral part ottheasolidated financial statements.
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Balance - January 1, 2019
Net loss
Stock-based compensation
Foreign currency translation adjustment
Pension adjustment, net of taxes
Balance - December 31, 2019 (Revised)

Balance - January 1, 2020 (Revised)
Net loss
Stock-based compensation
Balance - December 31, 2020

PIONEER POWER SOLUTIONS, INC.
Consolidated Statements of Stockholders' Equity
(Dollars in thousands)

Accumulated

Additional other compre- Total
Common Stock paid-in hensive Accumulated stockholders'
Shares Amount capital income (loss) deficit equity
8,726,045 $ 9 $ 23,966 $ (5,897) $ (6,127) $ 11,951
- - - - (1,032) (1,032)
- - 12 - - 12
- - - 4,766 - 4,766
- - - 1,145 - 1,145
8,726,045 $ 9 $ 23,978 $ 14 % (7,159) $ 16,842
8,726,045 $ 9 $ 23,978 $ 14 3 (7,159) $ 16,842
- - - - (2,986) (2,986)
- - 3 - - 3
8,726,045 $ 9 $ 23,981 $ 14  $ (10,145) $ 13,859

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

1. BASIS OF PRESENTATION

Pioneer Power Solutions, Inc. and its wholly owisetsidiaries (referred to herein as the “Compaliidneer,” “Pioneer Power,”
“we,” “our” and “us”) manufacture, sell and serviaebroad range of specialty electrical transmissilistribution and on-site power
generation equipment for applications in the wtilindustrial, commercial and backup power markéte Company is headquartered
in Fort Lee, New Jersey and operates from threea8ljtional locations in the U.S. for manufacturisgrvice and maintenance,
engineering, sales and administration.

NASDAQ Listing

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

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

Segments

In determining operating and reportable segmentscoordance with Financial Accounting Standardsr8@¢&ASB”) Accounting
Standards Codification (“ASC”) 280, Segment Repgyt{*ASC 280"), the Company concluded that it has teportable segments,
which are also our operating segments: Transmis&dbistribution Solutions (“T&D Solutions”) and Qital Power Solutions
(“Critical Power”). Financial information about tl&ompany’s segments is presented in Note 17 - BasiSegment, Geographic and
Customer Information.

Sale of Transformer Business Units

On June 28, 2019, the Company entered into a Feockhase Agreement (the “Stock Purchase Agreemdmnt”and among the
Company, Electrogroup Canada, Inc., a wholly owselasidiary of the Company (“Electrogroup”), Jefter<Electric, Inc., a wholly
owned subsidiary of the Company (“Jefferson”), JexiMan Holdings, Inc., a wholly owned subsidiarytbé Company (“JE
Mexico,” and together with Electrogroup and Jeffersthe “Disposed Companies”), Nathan Mazurek (Chiecutive Officer of the
Company), Pioneer Transformers L.P. (the “US Buyarid Pioneer Acquireco ULC (the “Canadian Buyand together with the
US Buyer, the “Buyer”). Pursuant to the terms @& 8tock Purchase Agreement, the Company agreedl {@) sl of the issued and
outstanding equity interests of Electrogroup to @enadian Buyer and (ii) all of the issued and tantding equity interests of
Jefferson and JE Mexico to the US Buyer (the “Bgiiitansaction”), for a purchase price of $68.0 imill Included in the purchase
price, the Company received two subordinated preons notes, issued by the Buyer, in the aggregeteipal amount of $5.0
million and $2.5 million, for a total aggregatergmipal amount of $7.5 million (the “Seller NotesDuring the fourth quarter of 2019,
the Company and the Buyer, pursuant to the Stockhage Agreement, completed the net working capdplstment, which resulted
in the Company paying the Buyer $1.8 million in ltasd reducing the principal amount of the $5.0ionil Seller Note to $3.2
million. During the second quarter of 2020, the @amy recognized an additional reduction to theqipel amount of the Seller Note
of $194 for a valid claim paid by the Buyer on biéloé the Company. Including the reduction to thnpipal amount for the valid
claim, the Company has revalued the Seller Notesifioappropriate imputed interest rate, resultm@ ichange to the value of the
Seller Notes at December 31, 2020 of $254, forreyitey value of $5.3 million, which is included Wwih other long term assets (see
Note 11 - Other Assets).

The transaction was consummated on August 16, 2Bib8eer sold to the Buyer all of the assets aaliliiies associated with its
liquid-filled transformer and dry-type transformmanufacturing businesses within the Company’s T&iuions segment. Pioneer
Power retained its switchgear manufacturing busingghin the T&D Solutions segment, as well asadlthe operations associated
with its Critical Power segment.

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

Presentation

The accompanying audited consolidated financiaéstants of the Company have been prepared pursutre rules of the SEC and
reflect the accounts of the Company as of DecerBer2020 Certain information and footnote disclosures, ndiynacluded in
annual financial statements prepared in accordastbeaccounting principles generally accepted m tthhited States (“U.S. GAAP"),
have been condensed or omitted pursuant to thésg and regulations. We believe that the disclasunade are adequate to make
the information presented not misleading to theleealn the opinion of management, all adjustmeadsisisting only of normal
recurring adjustments, necessary to fairly stagefitancial position, results of operations anchciiews with respect to the audited
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consolidated financial statements have been indude

These audited consolidated financial statementsidacthe accounts of Pioneer and its wholly-ownebsigliaries. All significant
intercompany accounts and transactions have baamated in consolidation.

Liquidity

The accompanying financial statements have beepaped on a basis, which contemplates the realizatib assets and the
satisfaction of liabilities in the normal course mfsiness. As shown in the accompanying finant&ements as of the year ended
December 31, 2020, the Company had $7.6 millionash and cash equivalents on hand, and workingatayi$8.4 million. The
cash on hand was generated primarily from the cefigpl of the Equity Transaction during the yearezhdecember 31, 2019,
proceeds from the sale of the CleanSpark CommonkSiod warrants to purchase CleanSpark Common Spokeeds from
insurance and the funding from the Payroll ProtectProgram recognized during the year ended DeaeBhe2020. We have
historically met our cash needs through a comhbinatf cash flows from operating activities and bdrkrowings. Our cash
requirements historically were for operating adigg, debt repayment and capital improvements. I[IAsuistanding amounts under
our credit facilities have been paid in full withet proceeds from the Equity Transaction duringyéer ended December 31, 2019,
and the credit facilities terminated, we expectrteet our cash needs with our working capital argh dbows from our operating
activities. We expect our cash requirements todrerplly for operating activities and capital imggments. The Company expects
that its current cash balance is sufficient to fopérations for the next twelve months.

In March 2021, the Company executed a cash cadlasecurity agreement with a commercial bank winégfuired us to pledge cash
collateral as security for all unpaid reimbursemasitgations owing to the commercial bank for aewocable standby letter of credit
in the amount of $1.8 million.

On January 30, 2020, the World Health OrganizaffddHO”) announced a global health emergency becaiise new strain of
coronavirus originating in Wuhan, China and th&si® the international community as the virus ageeglobally beyond its point of
origin. In March 2020, the WHO classified the COVID outbreak as a pandemic (the “COVID-19 pandemizdsed on the rapid
increase in exposure globally.

The full impact of the COVID-19 pandemic continuesevolve as the date of this report. As suchsitimcertain as to the full
magnitude that the pandemic will have on the Comisafinancial condition, liquidity, and future rdssiof operations. During the
year ended December 31, 2020, the Company expedemalecline in customer orders for its products sarvices due to delays
caused by the pandemic. Additionally, the Compargegenced an impact to productivity as a resultimplementing social

distancing guidelines and personal protective measuManagement is actively monitoring the globalagion on its financial

condition, liquidity, operations, suppliers, indystand workforce. Given the daily evolution of tlR®VID-19 pandemic and the
global responses to contain its spread, the Comangt able to estimate the full effects of the\M@D-19 pandemic at this time,
however, if the pandemic continues, it may contitméhave an adverse effect on the Company’s resfiltsperations, financial

condition, or liquidity.

On March 27, 2020, President Trump signed into thes “Coronavirus Aid, Relief, and Economic Secufi§ARES) Act” (the
“Cares Act”). The CARES Act, among other thingspigpriates funds for the SBA Paycheck Protectioogfam loans that are
forgivable in certain situations to promote conéduemployment. On April 13, 2020, after having deieed that it met the
qualifications for this loan program due to the @aopthat COVID-19 would have on our financial cdiudi, results of operations,
and/or liquidity and applying for relief the Companeceived funding in the amount of $1.4 milliororft the SBA Paycheck
Protection Program. While the full magnitude of gademic’s effect on the Company’s future resuoilitsperations is uncertain, the
Company has experienced certain declines in sesaétes and commitments to purchase equipment. Tdmapé&ny made this
assertion in good faith based upon all availablielance. The Company used the proceeds from thellBRIP to retain employees,
maintain payroll and make lease, rent and utilayments. Under the terms of the PPP Loan, the Coynpelieves it is eligible for
full or partial loan forgiveness and applied fotl flean forgiveness during the fourth quarter o220 There can be no assurance
however that the loan will be forgiven in full or part.

The Company has accounted for the PPP Loan astand&iiment in accordance with FASB ASC 470, DétDecember 31, 2020,
$633 of principal payments due have been recordddreg-term debt and $780 as current debt in aecwel with the enactment of
the Paycheck Protection Program Flexibility Ac80. The Company does not expect to incur anynabtaterest expense under
the PPP Loan.

Rounding

All dollar amounts (except share and per share, dad with respect to Item 11, Agreements with Exiee Officers) presented are
stated in thousands of dollars, unless otherwisedn@mounts may not foot due to rounding.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

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

Principles of Consolidation

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

Reclassifications

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

Use of Estimates

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

Changes in the status of certain facts or circunegts.could result in material changes to the egtisnased in the preparation of the
financial statements and actual results could dfffem the estimates and assumptions.

Revenue Recognition

Revenue is recognized when (1) a contract withsiotner exists, (2) performance obligations promised contract are identified
based on the products or services that will besfeared to the customer, (3) the transaction piscéetermined based on the
consideration to which the Company will be entitiedexchange for transferring products or serviteghe customer, (4) the
transaction price is allocated to the performangkégations in the contract and (#)e Company satisfies performance obligations.
Substantially all of our revenue is recognized gtomt of time, as the promised product passefdoctistomer. Service revenues
include maintenance contracts that are recognixed time based on the contract term and repairicEwhich are recognized as
services are delivered.

Cost of Goods Sold

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

Financial Instruments

The Company’s financial instruments consist pritgasf cash and cash equivalents, receivables, payand debt instruments. The
carrying values of these financial instruments agipnate their respective fair values as they atteeeishortterm in nature or carry
interest rates which are periodically adjusted tarkat rates. Unless otherwise indicated, the cagryialue of these financial
instruments approximates their fair market value.

At December 31, 2019, the carrying amount repoirtdtie consolidated balance sheet for shares he@ldanSpark, Inc., which are
accounted for in accordance with the adoption oUA®16-01, of $936 included within short term inwveent approximates fair
value as the asset had a readily determinable teakée and as such was considered a Level 1 adsetestimated fair value of the
warrants held in CleanSpark, Inc. of approxima®&#B1l was considered a Level 3 asset due to undiderinputs. The Company
sold all of the CleanSpark Common Stock and wasrempurchase CleanSpark Common Stock during taegmeded December 31,
2020.
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Cash and Cash Equivalents

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

Accounts Receivable

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

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

which was $69 and $77 as of December 31, 2020 ahé, 2espectively, to appropriately measure thesttamty in certain accounts
receivable.

Long-Lived Assets

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

Historically, finite life intangible assets havensisted primarily of customer relationships in riplét categories that are specific to
the businesses acquired and for which estimatefdluses were determined based on actual histbdoatomer attrition rates. These
finite life intangible assets were amortized by @G@mpany over periods ranging from four to ten gear

Long-lived assets and finite life intangible assats reviewed for impairment whenever events auarstances have occurred that
indicate the remaining useful life of the asset mayrant revision or that the remaining balancéhefasset may not be recoverable.
Upon indications of impairment, or in the normalirge of annual testing, assets and liabilitiesgaoaiped at the lowest level for
which identifiable cash flows are largely indepemnidef the cash flows of other assets and liabditiehe measurement of possible
impairment is generally estimated by the ability¢oover the balance of an asset group from ite&bepl future operating cash flows
on an undiscounted basis. If such assets are @adido be impaired, the impairment to be recoghizeneasured by the amount by
which the carrying amount of the asset exceedfath®alue thereof. Determining asset groups ardkedging cash flows requires the
use of significant judgment.

Income Taxes

The Company accounts for income taxes under thet assl liability method, based on the income tawsland rates in the countries
in which operations are conducted and income iseghrThis approach requires the recognition of rdedetax assets and liabilities

for the expected future tax consequences of tempatifferences between the carrying amounts andtakebasis of assets and
liabilities. Developing the provision for incomex&s requires significant judgment and expertiséederal, international and state
income tax laws, regulations and strategies, inofydhe determination of deferred tax assets aadiliiies and, if necessary, any
valuation allowances that may be required for defbtax assets. The Company records a valuatiowatice to reduce its deferred
tax assets to the amount that is more likely thaintm be realized. The Company believes that tHerdsl tax asset recorded as of
December 31, 2020 and 2019 is realizable throutirdueversals of existing taxable temporary défees. If the Company was to
subsequently determine that it would be able tdizealeferred tax assets in the future in excesisofiet recorded amount, an
adjustment to deferred tax assets would increasme@me for the period in which such determinaticas made. The Company will

continue to assess the adequacy of the valuatlowaice on a quarterly basis. The Company’s tangll are subject to audit by

various taxing authorities.

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

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

The Company accounts for unrecognized tax bengfitaccordance with FASB ASC “Income Taxes” (“ASCO7¢4 ASC 740
prescribes a recognition threshold that a tax jposiis required to meet before being recognizedhin financial statements and
provides guidance on de-recognition, measureméssification, interest and penalties, accountmiierim periods, disclosure and
transition issues. ASC 740 contains a two-step agpr to recognizing and measuring uncertain taxipos. The first step is to
evaluate the tax position for recognition by deteing if the weight of available evidence indicatkat it is more likely than not that
the position will be sustained upon ultimate setdat with a taxing authority, including resolution related appeals or litigation
processes, if any. The second step is to measer@axhbenefit as the largest amount that is maxa 0% likely of being realized
upon ultimate settlement.

Additionally, ASC 740 requires the Company to aecmterest and related penalties, if applicableatriax positions for which
reserves have been established consistent witbdjational tax laws. The Company’s policy is toaguize interest and penalties
related to income tax matters as interest expeSeeNote 16 - Income Taxes.

Share-Based Payments

The Company accounts for share based paymentscordance with the provisions of FASB ASC 718 “Comgetion — Stock
Compensation” and accordingly recognizes in itsritial statements share based payments at theivdhie. In addition, it
recognizes in the financial statements an expeasedbon the grant date fair value of stock optigrsited to employees and
directors. The expense is recognized on a stréiighbasis over the expected option life while t@kinto account the vesting period
and the offsetting credit is recorded in additiopaid-in capital. Upon exercise of options, thesideration paid together with the
amount previously recorded as additional paid-ipitehis recognized as capital stock. The Compastymates its forfeiture rate in
order to determine its compensation expense arfsorg stock based awards. The Company uses th&ealkoles Merton option
pricing model to determine the fair value of thetiops. Non-employee members of the Board of Dinectare deemed to be
employees for the purposes of recognizing shareebasmpensation expense.

Inventories

Inventories are stated at the lower of cost orreatizable value using weighted average methodimeidde the cost of materials,
labor and manufacturing overhead. The Company estamates in determining the level of reservesireduo state inventory at the
lower of cost or market. The Company estimatesbasz=d on market activity levels, production requiats, the physical condition
of products and technological innovation. Changesny of these factors may result in adjustmenthécaarrying value of inventory.
See Note 9 - Inventories.

Income (Loss) Per Share

Basic income (loss) per share is computed by digidhe income (loss) for the period by the weighdedrage number of common
shares outstanding during the period. Diluted ineqloss) per share is computed by dividing the imedloss) for the period by the
weighted average number of common and common eguivshares outstanding during the period. (See N8t- Basic and Diluted
Net Loss Per Share).

Fair Value Measurements

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

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

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

In determining the appropriate levels, the Comppesforms a detailed analysis of the assets anditi@b that are subject to ASC
820. At each reporting period, all assets and llias for which the fair value measurement is lohse significant unobservable
inputs are classified as Level 3.

The fair value represents management’s best estintmsed on a range of methodologies and assumpiibe carrying value of

receivables and payables arising in the ordinatysm of business approximate fair value becaugbeofelatively short period of
time between their origination and expected retibpa
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The Company’s financial instruments consist pritgast cash and cash equivalents, receivables, metasvable in connection with
the Equity Transaction, payables and debt instrasadihe carrying values of these financial instrate@pproximate their respective
fair values as they are either shoetm in nature or carry interest rates which argopécally adjusted to market rates. Unless
otherwise indicated, the carrying value of thesaricial instruments approximates their fair maxkedtie.

At December 31, 2019, the carrying amount repometthe consolidated balance sheet for shares he@laanSpark, Inc. of $936
included within short term investment approximdgs value as the asset had a readily determinaalket value and as such was
considered a Level 1 asset. The estimated fairevaiuhe warrants held in CleanSpark, Inc. of apipnately $531 were considered a
Level 3 asset due to unobservable inputs. The Coypald all of the CleanSpark Common Stock and avds to purchase
CleanSpark Common Stock during the year ended Deee81, 2020.

Recent Accounting Pronouncements

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

Income Taxedn December 2019, the FASB issued ASU No. 2019+ichme Taxes (Topic 740)hich simplifies the accounting for
income taxes by removing certain exceptions togéweral principles in Topic 740 and also clarifiesl amends existing guidance to
improve consistent application. The ASU is effeetfor all annual and interim periods beginning Deber 15, 2020, with early
adoption permitted. The Company is currently eviithgathe potential impact but does not anticipagreé will be a material impact to
the consolidated financial statements once impléaten

Fair Value Measurementn August 2018, the FASB issued ASU No. 2018-#8ir Value Measurement (Topic 820): Disclosure
Framework - Changes to the Disclosure RequiremémtsFair Value Measurementhat eliminates, amends, and adds certain
disclosure requirements for fair value measuremérie Company adopted this guidance on Januar@2Q.2The adoption of this
ASU did not have a material impact on the constdiddinancial statements.

Measurement of Credit Losses on Financial InstrumenJune 2016, the FASB issued amended guidanceStd Wo. 2016-13,
Financial Instruments — Credit Losses (Topic 32B)easurement of Credit Losses on Financial Instrusi¢hat changes the
impairment model for most financial assets andagerother instruments. For trade and other recégalheld-to-maturity debt
securities, loans and other instruments, entitilsbe required to use a new forward-looking “extgetloss” model that will replace
today’s “incurred loss” model and generally wilstdt in the earlier recognition of allowances fosdes. For available-for-sale debt
securities with unrealized losses, entities willasiere credit losses in a manner similar to cunpesttice, except that the losses will
be recognized as an allowance. This amended gwedmcsmall reporting companies is effective facél years beginning after
December 15, 2022, including interim periods witthinse fiscal years. Entities will apply the stawdaprovisions as a cumulative-
effect adjustment to retained earnings as of tiggnipéng of the first effective reporting period. @ €ompany does not expect that the
amended guidance will have a material effect oncomsolidated financial statements and relatedafisces.

3. DIVESTITURES
Pioneer Critical Power, Inc.

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

At the effective date of the Merger, all of theued and outstanding shares of common stock of R&ziPalue $0.01 per share, were
converted into the right to receive (i) 175,000reBaof common stock, par value $0.001 per sharegitSpark Common Stock™), of

CleanSpark, (ii) a five-year warrant to purchas@®80 shares of CleanSpark Common Stock at an egepcice of $16.00 per share,
and (iii) a five-year warrant to purchase 50,008rshk of CleanSpark Common Stock at an exercise pfi20.00 per share. The
share quantities and exercise prices of warrafiectéhe 10:1 reverse stock split completed bya@fpark in December 2019.

During the year ended December 31, 2020, the Coyngald all of the CleanSpark Common Stock and wasrdo purchase
CleanSpark Common Stock it received in connectidth the Merger Agreement and recorded proceed<2af fillion. The gain

from the sale was partially offset by a mark to kearadjustment of $1.4 million resulting in a netirgof $968 to other (income)
expense in the accompanying statements of opesatidtarrants at fair value were previously recordédnception as long term
within other assets.

In connection with the Merger Agreement, the Conyp&ieanSpark and PCPI entered into an Indemnitieédgent (the “Indemnity
Agreement”), dated January 22, 2019, pursuant tichwthe Company agreed to assume the liabilities @ligations related to the
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claims made by Myers Powers Products, Inc. in lle@{pending case titledyers Power Products, Inc. v. Pioneer Power Sohsgi
Inc., Pioneer Custom Electrical Products, Corp.akt Los Angeles County Superior Court Case No. BC@66Bhe “Myers Power
Case”) as they may relate to PCPI or CleanSpaek Hfe closing of the Merger.

In connection with entry into the Merger Agreemehe Company and CleanSpark entered into a Coritanufacturing Agreement
(the “Contract Manufacturing Agreement”), dated afsJanuary 22, 2019, pursuant to which the Compailly manufacture
paralleling switchgear, automatic transfer switches related control and circuit protective equiptnéollectively, “Products”)
exclusively for purchase by CleanSpark. CleanSpélkpurchase the Products via purchase ordersida the Company at any
time and from time to time. The price for the Produpayable by CleanSpark to the Company will bgotiated on a case by case
basis. The Contract Manufacturing Agreement haatra bf 18 months and expired during the third cgrast 2020.

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

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

The Merger resulted in the deconsolidation of P@md a gain of $4.2 million in the first quarter 2019. The fair value of the
investment in the CleanSpark Common Stock was iehitted using quoted market prices, and the faire/aluthe investment in the
warrants was established using a Black Scholes imode

The PCPI entity was a dormant business unit atithe of this sale; therefore this sale has no irhpathe discontinued operations
presented within the financial statements.

4. FAIR VALUE MEASUREMENTS

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

* Level 1 - inputs to the valuation methodology atetgd prices (unadjusted) for an identical assdiability in an active
market.

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

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

On January 22, 2019, we entered into an AgreemehPdan of Merger with Merger Sub, which resultedhie Company receiving
financial instruments that included the right teaeiwe (i) 175,000 shares of CleanSpark Common St@igka five-year warrant to
purchase 50,000 shares of CleanSpark Common Stoek axercise price of $16.00 per share, and diifjve-year warrant to
purchase 50,000 shares of CleanSpark Common Stoak exercise price of $20.00 per share. The shaamtities and exercise
prices of warrants reflect the 10:1 reverse st@dik which was completed by CleanSpark in DecenifHr.

During the year ended December 31, 2020, the Coyngald all of the CleanSpark Common Stock and wasrdo purchase
CleanSpark Common Stock it received in connectidth the Merger Agreement and recorded proceed<2af fillion. The gain

from the sale was partially offset by a mark to kearadjustment of $1.4 million resulting in a netirgof $968 to other (income)
expense in the accompanying statements of opesatidiarrants at fair value were previously recordédnception as long term
within other assets.

No other changes in valuation techniques or inpatairred during the year ended December 31, 208Qravisfers of assets between
Level 1 and Level 2 of the fair value measureméetanchy occurred during the year ended Decembe?®0.
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5. REVENUES
Nature of our products and services

Our principal products and services include swiggrgand engine-generator controls, complemented bwtional field-service
network to maintain and repair power generatioeisss

Products

We provide switchgear that helps customers effetiand efficiently manage their electrical powestiibution systems to desired
specifications.

Additionally, we provide our customers with new amsed sophisticated power generation equipmenhdett to ensure smooth,
uninterrupted power to operations during timesroéegency.

Services

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

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

1) Identify the contract with a customer

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

2) Identify the performance obligations in the contrac

Performance obligations promised in a contracidestified based on the products or services thihbe transferred to the customer
that are both capable of being distinct, whereleydhistomer can benefit from the product or sergitteer on its own or together with
other resources that are readily available fromdtipiarties or from the Company, and are distincthim context of the contract,
whereby the transfer of the products or serviceemrately identifiable from other promises in ¢betract. To the extent a contract
includes multiple promised products or serviceg, @ompany must apply judgment to determine whegintemised products or
services are capable of being distinct and distim¢he context of the contract. If these criteaie not met the promised products or
services are accounted for as a combined perforenalicgation.

3) Determine the transaction price

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

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

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

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

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

The following table presents our revenues disaggezbby revenue discipline:

For the Year Ended
December 31,

2020 2019
Products $ 11,831 $ 10,401
Services 7,659 10,181
Total revenue $ 19,490 $ 20,582

See Note 17 - Business Segment, Geographic andr@estnformation.
6. REVISION OF PRIOR PERIOD FINANCIAL STATEMENTS

In connection with the preparation of our consdbdiinterim financial statements for the quartatezhJune 30, 2020, we identified a
revision as of December 31, 2019 in the calculatibthe tax expense related to the Equity Transaciihe revision resulted in a net

loss for tax purposes and created additional dedetax assets related to these tax losses, asawellreduction in the income tax

expense, all recorded as part of discontinued tipesa The recognition of additional deferred t&sets requires an increase to the
valuation allowance as at December 31, 2019, ciemgigvith the Company’s position on the future izlon of these assets.

In accordance with Staff Accounting Bulletin (“SABNo. 99, Materiality, and SAB No. 108, Consideriig Effects of Prior Year
Misstatements when Quantifying Misstatements inr€nirYear Financial Statements, we evaluated thisiom and determined that
the related impact was not material to our reswiiteperations or financial position for any priarnaal or interim period, but that
correcting the $407 cumulative impact of the rensivould be material to our results of operatiamstfie three months ended June
30, 2020. Accordingly, we have corrected the cddatéd balance sheets and consolidated statemeamesétions as of December
31, 2019.
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The impact to the consolidated balance sheets amsbtidated statements of operations as of DeceB8hez019 is as follows:

As of December 31, 2019

Consolidated Balance Sheets As Reported Adjustment As Revised

Income taxes receivable $ = $ 360 $ 360
Total current assets 20,014 360 20,374
Total assets 28,119 360 28,479
Income taxes payable 543 47 496
Total current liabilities 9,891 47) 9,844
Total liabilities 11,684 47) 11,637
Accumulated deficit (7,566) 407 (7,159)
Total stockholders’ equity 16,435 407 16,842

Consolidated Statements of Operations

Income tax expense from discontinued operations $ 737% (407) $ 330
Income from discontinued operations, net of incaaxes 10,598 407 11,005
Net loss (1,439) 407 (1,032)
Basic and diluted loss from continuing operations .381 - (2.38)
Basic and diluted income from discontinued operetio 1.21 0.05 1.26
Basic and diluted net loss (0.17) 0.05 (0.12)

Subsequent to the December 31, 2019 revision destabove, the March 31, 2020 consolidated balaheet was also revised to
reflect an increase in other currents assets 0d $8&16,533, a decrease in other current liagditvf $47 to $8,698, and an increase
to stockholders’ equity of $407 to $13,923.

The identified adjustment does not impact any ofingn periods.
7. OTHER (INCOME) EXPENSE

Other (income) expense in the consolidated stattsranoperations reports certain gains and lossescéted with activities not

directly related to our core operations. For tharyended December 31, 2020, other income was $868mpared to other expense
of $2.8 million during the year ended December Z119. For the year ended December 31, 2020, indlud®ther income was a

gain of $968 related to the sale and mark to maakigistment on the fair value of CleanSpark Comi8totk and warrants, as

compared to a loss of $2.8 million for the yeareth®ecember 31, 2019, related to the mark to madjesstment on the fair value of

the common stock and warrants.

8. DISCONTINUED OPERATIONS

A discontinued operation is a component of the Camyfs business that represents a separate magoofibusiness that had been
disposed of or is held for sale. ClassificatiormaBiscontinued operation occurs upon disposal @rvthe operation meets the criteria
to be classified as held for sale, if earlier. Wia@noperation is classified as a discontinued ajoerathe comparative Consolidated
Statement of Operations, Consolidated StatemenCahprehensive Income (Loss), Consolidated Stateroén€ash Flows,
Consolidated Statement of Stockholders’ Equity @whsolidated Balance Sheets are presented as ibpbeation had been
discontinued from the start of the comparative ydsased upon the authoritative guidance, the Compmamcluded that the
operations of the liquid-filled and dry-type tramisher business should be presented as discontopetions as of December 31,
2019.

Overview

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

Upon completion of the Equity Transaction, Pioneewer sold to the Buyer all of the assets andlitags associated with its liquid-
filled transformer and dry-type transformer mantdaiog businesses within the Company’s T&D Solusiaegment. Pioneer Power
retained its switchgear manufacturing businessiwitiie T&D Solutions segment, as well as all of tiperations associated with its
Critical Power segment.
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Consideration

The consideration paid by the Buyer in the EquitgriBaction is a base cash purchase price of $60iénmas well as the issuance
by the Buyer of two subordinated promissory noteRibneer Power in the principal amounts of $5.0ianiand $2.5 million, for a
total aggregate principal amount of $7.5 million,each case subject to adjustment pursuant toetinestof the Stock Purchase
Agreement. Pursuant to the terms of the Stock Rsecthgreement, the Seller Notes will bear intesésin annualized rate of 4.0%,
to be paid-in-kind annually, and will have a maturate of December 31, 2022. In addition, pursuanthe terms of the Stock
Purchase Agreement, as amended, the Buyer mayfsat-a dollar-for-dollar basis any indemnifiabtesses the Buyer suffers as a
result of certain actions or omissions by Pioneewd? or the Disposed Companies against the firferSHote in the aggregate
principal amount of $5.0 million, and such rightsaft-off is the Buyer’s sole source of recoveryhwigspect to losses resulting from
inaccuracies or breaches of the Company’s reprasens and warranties, except for breaches of iceftmdamental warranties,
claims of fraud and breaches of representationsantes or covenants relating to taxes, and clédmsertain specific indemnities.

During the fourth quarter of 2019, the Company #edBuyer, pursuant to the Stock Purchase Agreeroemtpleted the net working
capital adjustment, which resulted in the Compaayiqmy the Buyer $1.8 million in cash and reducihg principal amount of the
$5.0 million Seller Note to $3.2 million. Duringelsecond quarter of 2020, the Company recognizeatiditional reduction to the
principal amount of the Seller Note of $194 foradid claim paid by the Buyer on behalf of the Compancluding the reduction to
the principal amount for the valid claim, the Comypéas revalued the Seller Notes for an appropimapeited interest rate, resulting
in a change to the value of the Seller Notes atebdser 31, 2020 of $254, for a carrying value of3$&illion, which is included
within other long term assets (see Note 11 - Oftszets).

Covenants

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

Indemnification

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

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

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

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

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

The indemnification obligations of Pioneer Powethwiespect to Losses of the Buyer resulting froacauracies or breaches of the
Company’s representations and warranties, excepbrisaches of certain fundamental warranties, dadffraud and breaches of
representations, warranties or covenants relatingaxes, and claims for certain specific indemsijtiare subject to (i) a true
deductible equal to $330 (ii) a cap equal to $28a (iii) a per-claim threshold amount of $50, amg such Losses shall be satisfied
solely through a set-off to the first Seller Notighathe principal amount of $3.3 million. In addit, the indemnification rights of the
Buyer with respect to Interim Breaches are subie@ cap equal to $5.0 million, and the indemntfararights of the Buyer with
respect to Losses resulting from certain legal enstare subject to a true deductible equal to $ti0a cap equal to $3.3 million.

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

The Buyer has obtained a customary representatidnmvarranty insurance policy insuring the Buyeriagfalosses resulting from a

breach of representations and warranties by PioResver and the Disposed Companies, and the Buyeedgsired to use
commercially reasonable efforts to utilize the esgntation and warranty insurance to cover anydsoesulting from such a breach.
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Other Provisions

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

Operating results of the liquid-filled and dry-typansformer manufacturing businesses previoustiuded in the T&D Solutions
segment have now been reclassified as discontioperhtions for all periods presented.

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

Year Ended December 31,

2020 2019
Revenues $ = $ 46,631
Costs and expenses
Cost of goods sold - 39,915
Selling, general and administrative - 9,207
Foreign exchange gain - (834)
Interest expense - 653
Other expense - 41
Total costs and expenses - 48,982
Gain on sale of discontinued subsidiaries - 13,686
Income before provision for income taxes - 11,335
Income tax expense - 330
Income from discontinued operations, net of inctaxes $ - $ 11,005

During the second quarter of 2019, the Company¥nBsa Facility was damaged by a flood resultingamages to inventory. This
loss has been partially offset by $2.4 million w$urance proceeds that the Company received. Thg&uy received $600 of these
insurance proceeds during the year ended Decenh&039 and $1.8 million of these insurance proseeere received during the
year ended December 31, 2020. While the net losawamtory damaged amounting to approximately $782 been reflected within
the cost of goods sold in discontinued operatiaming the year ended December 31, 2019, the canglipg insurance receivable
amounting to $1.8 million and $95 has been recaghias an asset from continuing operations as otmber 31, 2019 and
December 31, 2020, respectively. The Company redeapproximately $1.7 million of proceeds from thsurance receivable
during the year ended December 31, 2020.

During the year ended December 31, 2019, the Coyngatermined that there was substantial doubt ouerability to collect $2.3
million due from our former Asian manufacturing ear as the Company no longer retains a relatipnsith this entity subsequent
to the sale of the Transformer business. Based wdjmmussions with the supplier during the year dnBecember 31, 2019, the
recognition of a reserve was deemed appropriate.

Depreciation, capital expenditures, and signifigaon cash items of the discontinued operationsdipd were as follows:

Year Ended December 31,

2020 2019
Depreciation and amortization $ = $ 756
Capital expenditures - 117
Write-off of receivables - 2,876
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9. INVENTORIES

The components of inventories are summarized below:

December 31,

2020 2019
Raw materials $ 1,719 $ 2,309
Work in process 1,420 2,628
Finished goods - 46
Provision for excess and obsolete inventory (736) (429)
Total inventories $ 2,403 $ 4,554

Inventories are stated at the lower of cost or tar@&lizable value determined on a weighted averagtod. Included in work in
process at December 31, 2020 and December 31,i2Gl8et realizable value reserve of approximas@yand $418, respectively.
The reduction in the net realizable value resesvattributable to the related project being conguleand sold during the year ended
December 31, 2020. The Company recognized a $546 down of inventory through cost of goods soldtted T&D Solutions
segment during the year ended December 31, 2020emult of management’s strategic decisions tonalize its traditional product
offerings and focus on higher margin equipmentssale

10. PROPERTY, PLANT AND EQUIPMENT

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

2020 2019

Machinery and equipment $ 1,210 $ 1,225
Furniture and fixtures 205 205
Computer hardware and software 669 682
Leasehold improvements 337 337
2,421 2,449

Less: Accumulated depreciation (1,988) (1,809)
Total property, plant and equipment, net $ 433 $ 640

Depreciation expense was $203 and $269 for thegended December 31, 2020 and 2019, respectively.
11. OTHER ASSETS

Included in other assets at December 31, 2020 awdMber 31, 2019 are right-of-use assets, net].&f @illion and $1.8 million,
respectively, related to our lease obligations.

As a result of the Company entering into the StBakchase Agreement on June 28, 2019, we receivedubordinated promissory
notes in the aggregate principal amount of $5.0ianiland $2.5 million, for a total aggregate prpali amount of $7.5 million (the
“Seller Notes”), subject to certain adjustmentse Beller Notes accrue interest at a rate of 4.08@peum, with a final payment of
all unpaid principal and interest becoming fullyedand payable at December 31, 2022. The Comparyndeed the fair value of the
Seller Notes based on market conditions and piiagaihterest rates. During the fourth quarter 0120the Company and the Buyer,
pursuant to the Stock Purchase Agreement, comptbéedet working capital adjustment, which resuitethe Company paying the
Buyer $1.8 million in cash and reducing the priatipmount of the $5.0 million Seller Note to $3.3lion. During the second
quarter of 2020, the Company recognized an additiceduction to the principal amount of the SeNierte of $194 for a valid claim
paid by the Buyer on behalf of the Company. Inslesif the reduction to the principal amount for Hadid claim, the Company has
revalued the Seller Notes for an appropriate inghutgerest rate, resulting in a net change to thkies of the Seller Notes at
December 31, 2020 of $254 for a carrying value58%nillion.
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Other assets are summarized below:

December 31,

2020 2019
Right of use assets $ 1505 $ 1,806
Notes receivable, net 5,350 5,096
CleanSpark warrants - 531
Deposits 15 32
Other long-term receivables 28 -
Other assets $ 6,898 $ 7,465

12. DEBT

On March 27, 2020, President Trump signed into the “Coronavirus Aid, Relief, and Economic Secul(§/ARES) Act.” The
CARES Act, among other things, appropriates furaistiie SBA Paycheck Protection Program loans traf@givable in certain
situations to promote continued employment. On IAp8, 2020 after having determined that it met giuelifications for this loan
program due to the impact that COVID-19 would hameour financial condition, results of operatioasd/or liquidity and applying
for relief, the Company received a loan under tBA $aycheck Protection Program in the amount off $tillion. While it is
uncertain as to the full magnitude that the pandewill have on the Company’s future results of @tens, the Company
experienced a decline in customer orders for itglpets and services during the year ended Dece81he2020. Additionally, we
have experienced an impact to productivity as alre$ implementing social distancing guidelineslamploying personal protective
measures. The Company made this assertion in gothdifased upon all available guidance. The Compesey the proceeds from
the PPP Loan to retain employees, maintain payotl make lease, rent and utility payments. We hapyied for full loan
forgiveness during the fourth quarter of 2020, haaveno assurance can be provided that any porfitimeoPPP Loan will ultimately
be forgiven.

The Company has accounted for the PPP Loan astand&iiment in accordance with FASB ASC 470, DétDecember 31, 2020,
$633 of principal payments due have been recordddray-term debt and $780 as current debt in aecma with the enactment of
the Paycheck Protection Program Flexibility Ac28R0. The Company does not expect to incur anynaataterest expense under
the PPP Loan.

December 31,

2020 2019
PPP Loan $ 1413 % -
Less: current portion 780 -
Total long-term obligations $ 633 $ =

13. COMMITMENTS AND CONTINGENCIES
Leases

The company leases certain offices, facilities agdipment under operating and financing leases.l€ases have remaining terms
ranging from less than 1 year to up to 6 years,esofiwhich contain options to extend up to 5 yeAssof December 31, 2020 and
2019, assets recorded under finance leases wetafillion and $1.3 million, respectively, and acauated amortization associated
with finance leases was $776 and $571, respectivalyf December 31, 2020 and 2019, assets recanlger operating leases were
$2.5 million and $2.1 million, respectively, anccamulated amortization associated with operatiagds were $1.7 million and $1.1
million, respectively. Such amounts are includethimiother assets.

Litigation and Claims

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

On January 11, 2016, Myers Power Products, Inspegialty electrical products manufacturer, filedt svith the Superior Court of
the State of California, County of Los Angeles, iagaus, PCEP and two PCEP employees who are foem@toyees of Myers
Power Products, Inc., Geo Murickan, the presidém@EP (“Murickan”), and Brett DeChellis (“DeChall), alleging, among other
things, that Murickan wrongly used and retainedficemtial business information of Myers Power Pratdulnc. for the benefit of us
and PCEP, in breach of their confidentiality agreatrand/or employment agreement entered into wigkrslPower Products, Inc.,
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and that we and PCEP knowingly received and uset sonfidential business information. Myers PoweodRcts, Inc. sought
injunctive relief enjoining us, PCEP and our empley from using its confidential business informatmd compensatory damages
of an unspecified unlimited amount; however, thenpany recognized approximately $1.2 million for esfed costs related to this
litigation in the prior two fiscal years.

On October 4, 2019, the dividend that was payablthe Company was enjoined by court order of thpeSor Court of California
related to the foregoing case. On October 16, 2Bi@rs Power Products, Inc. filed an ex parte ajapibn arguing the Company had
violated, or intended to violate the modified pmahary injunction and sought an order from the téarrthe Company to post a bond
in an amount of $30,000 or more (which was not ggdn The Company cancelled the dividend as thdtrefthis court order.

There were also two related appeals in the Caldio@ourt of Appeal for the Second Appellate Dist(i€Court of Appeal”). Case no.
B301494 was an appeal of the October 4, 2019 antbelifying a previously issued preliminary injuncticCase no. B302943 was an
appeal of the November 26, 2019 order requiringh&o Power Solutions, Inc. and Pioneer Custom EdettProducts Corp. to
obtain and post a $12 million bond. On April 102@0the Court of Appeal granted our motion to camelthe two appeals.

On November 20, 2020, the Company entered intdtkeesent and release agreement with Myers Poweduts, Inc. As part of the
settlement, all injunctions were dissolved, andlitijation and appeals related to the action weismissed with prejudice. The
parties executed full releases of all known andnemkn claims, thereby eliminating all such restdns on the Company. The
Company agreed to pay Myers Power Products, Inanaount that did not differ significantly from t8&.2 million of expected costs
the Company recognized as a legal contingency dutia year ended December 31, 2018. The amounpaidsin full during the
fourth quarter of 2020.

The components of the lease expense were as follows

For the Year Ended
December 31,

2020 2019
Operating lease cost $ 669 $ 677
Finance lease cost
Amortization of right-of-use asset $ 261 $ 284
Interest on lease liabilities 53 53
Total finance lease cost $ 314 $ 337

Other information related to leases was as follows:
Supplemental Cash Flows Information

December 31,

2020 2019

Cash paid for amounts included in the measurenfdaasee liabilities

Operating cash flow payments for operating Isase $ 677 $ 664

Operating cash flow payments for finance leases 53 53

Financing cash flow payments for finance leases 352 281
Right-of-use assets obtained in exchange for lebkgations

Operating lease liabilities arising from obtainight of use assets 390 -

Capitalized lease obligations 295 293

Weighted Average Remaining Lease Term

December 31,

2020 2019
Operating leases 3 years 2 years
Finance leases 2 years 2 years
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Weighted Average Discount Rate

December 31,

2020 2019
Operating leases 5.50% 5.50%
Finance leases 6.72% 6.90%

Future minimum lease payments under non-cancellabies as of December 31, 2020 were as follows:

Operating Finance
Leases Leases
2021 467 325
2022 179 194
2023 91 257
2024 93 21
2025 95 -
Thereafter 24 -
Total future minmum lease payments 949 797
Less imputed interest (82) (71)
Total future minmum lease payments $ 867 $ 726
Reported as of December 31, 2020:
Operating Finance
Leases Leases
Accounts payable and accrued liabilities $ 431 $ 284
Other long-term liabilities 436 442
Total $ 867 $ 726

14. STOCKHOLDERS’ EQUITY
Common Stock

The Company had 8,726,045 shares of common stdzk0$ par value per share, outstanding as of DeeerBb, 2020 and
December 31, 2019.

Preferred Stock

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

15. STOCK-BASED COMPENSATION

On December 2, 2009, the Company adopted the 2608yHncentive Plan (the “2009 Plan”) for the pase of issuing incentive
stock options intended to qualify under Section 42#he Internal Revenue Code of 1986, as amemumuqualified stock options,
restricted stock, stock appreciation rights, pen@nce unit awards and stock bonus awards to engspylirectors, consultants and
other service providers. A total of 320,000 sharesommon stock are reserved for issuance unde2@@ Plan. Options may be
granted under the 2009 Plan on terms and at peiseetermined by the board of directors or by tha pdministrators appointed by
the board of directors.
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On May 11, 2011, the board of directors of the Canypadopted the Pioneer Power Solutions, Inc. 2@t-Term Incentive Plan
(the “2011 Plan”) which was subsequently approvedtbckholders of the Company on May 31, 2011. Zb#l Plan replaces and
supersedes the 2009 Plan. The Company’s outsigetdis and employees, including the Company’s jpalcexecutive officer,
principal financial officer and other named exeeaitofficers, and certain contractors are all elgito participate in the 2011 Plan.
The 2011 Plan allows for the granting of incensteck options, nonqualified stock options, stocgrapiation rights, restricted stock,
restricted stock units, performance awards, divddeguivalent rights, and other awards, which may gbanted singly, in
combination, or in tandem, and upon such termsraslatermined by the Board or a committee of tharBdhat is designated to
administer the Plan. Subject to certain adjustmehts maximum number of shares of the Company’snsomstock that may be
delivered pursuant to awards under the 2011 PIaf0@&000 shares. As of December 31, 2020, 440,48k ®ptions had been
granted and are considered outstanding, consisfid,000 incentive stock options and 419,400 noalified stock options.

Expense for stock-based compensation recordechéoyears ended December 31, 2020 and 2019 wasxapptely $3 and $12,
respectively. All of the stock-based compensatiapeease is included in selling, general and adnratise expenses in the
accompanying consolidated statements of operatid@f December 31, 2020, the Company had totalksbased compensation
expense remaining to be recognized in the congelidstatements of operations that was insignificant

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

Year Ended December 31,

2020 2019
Expected volatility 31.1% -
Expected life in years 55 -
Risk-free interest rate 0.5% -

A summary of stock option activity for the yeargled December 31, 2020 and 2019, and changes dhengpars then ended is
presented below:

Weighted
average
remaining
Stock Weighted average contractual Aggregate
Options exercise price term intrinsic value
Outstanding as of January 1, 2019 424,800 $ 8.30 650 $ 22
Granted - - - -
Exercised - -
Forfeited (45,000) 14.75 -
Outstanding as of January 1, 2020 379,800 $ 7.54 6.10 $ -
Granted 70,000 1.68
Exercised - -
Forfeited (9,400) 8.55
Outstanding as of December 31, 2020 440,400% 6.58 580 $ 155
Exercisable as of December 31, 2020 370,400% 7.51 520 $ 1

The total number of shares reserved for the plai0@&000, leaving a balance of 233,267 availahiduiure grants.

Intrinsic value is the difference between the manaue of the stock at December 31, 2020 and #texcese price which is
aggregated for all options outstanding and exdslésadA summary of the weighted-average grant-datevalue of options, total
intrinsic value of options exercised, and cashiptgsdrom options exercised is shown below:

Year Ended December 31,

2020 2019
Weighted-average fair value of options granted §hare) $ 049 $ =
Intrinsic value gain of options exercised - -
Cash receipts from exercise of options - -
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16. INCOME TAXES
The components of loss before income taxes are suinaa below:

Year Ended Decmber 31,
2020 2019

Loss before income taxes

U.S. operations $ (2,981) % (10,759)
Loss before income taxes $ (2,981) $ (10,759)
The components of the income tax provision werlbows:
Year Ended Decmber 31,
2020 2019
Current

State $ 5 $ 31
Deferred - 1,247
Total income tax provision $ 5 $ 1,278

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

Year Ended Decmber 31,

2020 2019

Federal Income tax at statutory rate $ (626) $ (2,259)
State and local income tax, net (120) (452)
Other permanent items 5 60
Valuation allowance 748 3,734
True-up - 195
Other 2) -

Total $ 5 $ 1,278

On December 22, 2017, the United States enacte@istheCuts and Jobs Act (“U.S. tax reform”) that éve/the statutory tax rate on
U.S. earnings, taxes historic foreign earnings aeduced rate of tax, establishes a territorial gggtem and enacts new taxes

associated with global operations.

The impact of U.S. tax reform has been recorded provisional basis as the legislation providesafiditional guidance to be issued
by the U.S. Department of the Treasury on sevamligions. In addition, analysis performed and dosions reached as part of the
tax return filing process and additional guidanneaocounting for U.S. tax reform could affect tleyisional amount.

As part of the U.S. tax reform, the United States knacted a minimum tax on foreign earnings (‘@labtangible low-taxed
income”) which is reflected in the income tax exgeror 2019. The Company did not have any foremmmiags for the year ended
December 31, 2020.

The Company’s provision for income taxes reflect®#ective tax rate on loss before income taxg® @)% in 2020, as compared to
(11.9)% for the year ended December 31, 2019. The9)% effective tax rate for the year ended Deaamdi, 2019 is primarily due
to establishment of additional valuation allowances

The net deferred income tax asset (liability) wasprised of the following:
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December 31,

2020 2019
Noncurrent deferred income taxes
Total assets $ 68 $ 839
Total liabilities (68) (839)
Net noncurrent deferred income tax asset - -
Net deferred income tax asset $ - $ -

The tax effect of temporary differences between ®Agccounting and federal income tax accountingtioigaeferred income tax
assets and liabilities were as follows:

December 31,

2020 2019
Deferred tax assets
U.S. net operating loss carry forward $ 1,367 $ 967
Non-deductible reserves 1,609 1,892
Tax credits 4,631 4,631
Fixed Assets 15 -
Intangibles 1,959 2,191
Valuation allowance (9,513) (8,842)
Net deferred tax assets 68 839
Deferred tax liabilities
Fixed assets (28) (46)
Other (40) (793)
Net deferred tax liabilities (68) (839)
Deferred asset, net $ - $ =

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

As of December 31, 2020, the Company had a netatipgrloss carryforward of $5.4 million. The Compams $9.5 million of
deferred tax assets on which it is taking a fuluation allowance. The Company has approximatelg $illion of foreign tax credits
for which it has provided a full valuation allowanand $39 of research and development credits vehxiphie in 2032.

Section 382 of the Internal Revenue Code of 198Garaended, imposes an annual limitation on the amoiunet operating loss
carryforwards that may be used to offset federabltle income and federal tax liabilities when apowoation has undergone
significant changes in its ownership. If the Compaxperiences an ownership change as a resuittafef events, the use of tax
attributes may be limited.

Management believes that an adequate provisiohédms made for any adjustments that may result feocrnexaminations. However,
the outcome of tax audits cannot be predicted wdtainty. If any issues addressed in the CompataxXsaudits are resolved in a
manner not consistent with management’s expectatibe Company could be required to adjust its ipron for income taxes in the
period such resolution occurs.

The tax years subject to examination by major taisgliction include the years 2014 and forward bg t.S. Internal Revenue
Service and most state jurisdictions, and the y2ai$ and forward for the Canadian jurisdiction.
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17. BUSINESS SEGMENT, GEOGRAPHIC AND CUSTOMER INFORMATION

The Company follows ASC 280 - Segment Reportingétermining its reportable segments. The Compamgidered the way its
management team, most notably its chief operatiagistbn maker, makes operating decisions and assgsxformance and
considered which components of the Company’'s ernigerfhave discrete financial information availal#ie.the Company makes
decisions using a manufactured products vs. dig&t products and services group focus, its armhesulted in two reportable
segments: T&D Solutions and Critical Power. Theti€al Power reportable segment is the Company’arnTEnergy Systems, Inc.
business unit. The T&D Solutions reportable segnigrthe Company’s Pioneer Custom Electrical Pragl@brp. business unit,
together with sales and expenses attributablectstifategic sales group for its T&D Solutions ménrgactivities.

The T&D Solutions segment is involved in the desigranufacture and distribution of switchgear useoharily by large industrial
and commercial operations to manage their elettpower distribution needs. The Critical Power segtnprovides new and used
power generation equipment and aftermarket fieldises primarily to help customers ensure smoottinterrupted power to
operations during times of emergency.

The following tables present information about seghincome and loss:

For the Year Ended
December 31,

2020 2019
Revenues
T&D Solutions
Switchgear $ 10,257  $ 8,985
$ 10,257  $ 8,985
Critical Power Solutions
Equipment 1,574 1,416
Service 7,659 10,181
9,233 11,597
Consolidated $ 19,490 $ 20,582
For the Year Ended
December 31,
2020 2019
Depreciation and amortization
T&D Solutions $ 113 $ 144
Critical Power Solutions 319 162
Unallocated corporate overhead expenses 32 48
Consolidated $ 464 $ 354
For the Year Ended
December 31,
2020 2019
Operating loss
T&D Solutions $ (1,934) $ (3,143)
Critical Power Solutions (430) (3,581)
Unallocated corporate overhead expenses (1,920) (5,029)
Consolidated $ (4,284) $ (11,753)

The following table presents information which recites segment assets to consolidated total assets:

December 31,

2020 2019
Assets
T&D Solutions $ 3,443 % 6,075
Critical Power Solutions 3,705 4,849
Corporate 14,139 17,507
Consolidated $ 21,287 $ 28,431

Corporate assets consisted primarily of cash atesmeceivable.
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Revenues are attributable to countries based olo¢htion of the Company's customers:

For the Year Ended
December 31,
2020 2019

Revenues
United States $ 19,490 $ 20,582

Sales to CleanSpark accounted for approximately 84fte Company’s total sales in 2020.
The distribution of the Company’s property, plaand equipment by geographic location is approxitate follows:

December 31,
2020 2019

Property, plant and equipment
United States $ 433 $ 640

18. BASIC AND DILUTED LOSS PER COMMON SHARE

Basic and diluted loss per common share is calediladsed on the weighted average number of shat&sueding during the period.

The Company’s employee and director stock optioards; as well as incremental shares issuable uxencise of warrants, are not

considered in the calculations if th#ect would be anti-dilutive. The following table setsth the computation of basic and diluted
loss per share (in thousands, except per sharg data

For the Year Ended
December 31,

2020 2019
Numerator:
Net loss $ (2,986) $ (12,037)
Income from discontinued operations, net of incaaxes - 11,005
Net loss $ (2,986) $ (2,032)
Denominator:
Weighted average basic shares outstanding 8,726 8,726
Denominator for diluted net income (loss) per comrabare 8,726 8,726
(Loss) income per share:
Basic
Loss from continuing operations $ (0.34) $ (1.38)
Income from discontinued operations - 1.26
Net loss $ (0.39) % (0.12)
Diluted
Loss from continuing operations $ 039 % (1.38)
Income from discontinued operations - 1.26
Net loss $ (0.34) % (0.12)

19. SUBSEQUENT EVENTS
In March 2021, the Company executed a cash cddlasecurity agreement with a commercial bank winéfuired us to pledge cash
collateral as security for all unpaid reimbursenmsitgations owing to the commercial bank for aewocable standby letter of credit
in the amount of $1.8 million.

As of March 30, 2021, there have been no sightslmaf the irrevocable standby letter of credit.

56



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

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

We conducted an evaluation of the effectivenessunfdisclosure controls and procedures” (“Disci@sControls”), as defined by
Rules 13a-15(e) and 15d-15(e) of the Exchangeaisctf December 31, 2020, the end of the periodredvigy this Annual Report on
Form 10-K. The Disclosure Controls evaluation waselin conjunction with an independent consultard eonsulting firm and
under the supervision and with the participationn@nagement, including our chief executive offiaed interim chief financial
officer. There are inherent limitations to the effeeness of any system of disclosure controls madedures. As of December 31,
2020, based on the evaluation of these disclosamas and procedures our chief executive offarsat interim chief financial officer
have concluded that our disclosure controls andgutares were effective at the reasonable assulevele

Management's Report on Internal Control over Finangal Reporting

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

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

Management, including our chief executive officadaur interim chief financial officer, assessed #ifectiveness of our internal
control over financial reporting as of December 2020. In making this assessment, management hsectiteria set forth by the
Committee of Sponsoring Organizations of the Tremd®@ommission ifnternal Control — Integrated Framework (2013) our
assessment of the effectiveness of internal cootret financial reporting as of December 31, 2026 ,determined that our internal
control over financial reporting of the December 2020, is effective.

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

Changes in Internal Control over Financial Reportirg

Other than the changes discussed above in the iatioeditems, there has been no change in ourriaterontrol over financial
reporting during the year ended December 31, 2B20rhaterially affected, or is reasonably likelynbaterially affect, our internal
control over financial reporting.

ITEM 9B. OTHER INFORMATION.

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

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

Name Age Position with the Company

Nathan J. Mazure 59 President, Chief Executive Officer and ChairmathefBoard of Directors
Walter Michalec 32 Interim Chief Financial Officer, Secretary and T3ewer

Yossi Cohn 42 Director

lan Ross 77 Director

David Tesler 47 Director

Jonathan Tulkoff 59 Director

Thomas Klink 58 Director

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

Our directors hold office until the earlier of thelieath, resignation or removal by stockholderardil their successors have
been qualified. Our directors serve a term of effic expire at the annual meeting of stockholde2021. At each annual meeting of
stockholders, directors elected to succeed thosetdrs whose terms expire shall be elected ferra of office to expire at the next
annual meeting of stockholders after their elegtigith each director to hold office until his orrt&uccessor shall have been duly
elected and qualified.

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

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

Walter Michalec.Mr. Michalec was appointed by our board of diresttir act as the interim Chief Financial Officertio¢
Company, effective as of April 15, 2020, replacig. Klink after his resignation as Chief Financiafficer. Mr. Michalec also
serves as the Company’s principal accounting affipeincipal financial officer, treasurer and searg. Mr. Michalec has served
various positions at the Company, most recentljtsasorporate controller from August 2019 to Af2020. Before becoming the
corporate controller, Mr. Michalec served as thenfany’s operations controller from March 2016 togast 2019, reporting to the
Chief Financial Officer, and as the Company’s semiccountant from May 2012 to February 2016, repgrto the Company’s
corporate controller. Prior to working for the Coany, Mr. Michalec served as a public accountantMemdonca & Partners
Certified Public Accountants, LLC in Union, NJ. M¥lichalec received his Bachelor of Science in Astong and a Minor in
Criminal Justice from Kean University in 2011.

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

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

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

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

Thomas Klink. Mr. Klink has served as a director since April 2010. Mr. Klink served as our chief financial off,
secretary and treasurer from January 7, 2016 Aptil 15, 2020. Since 1996, he has served in varjpositions at Jefferson Electric,
Inc., including as its chief executive officer, ehfinancial officer, vice president, treasurergregary and chairman of the board of
directors. Previously, from 1994 to 1996, Mr. Klis&rved as a division controller at MagneTek, laccompany listed on NASDAQ
at that time, reporting to the corporate controlMr. Klink also previously served as a controlfer U.S. Music Corporation, a
manufacturer of musical instruments from 1990 tiglo994. Mr. Klink received his BBA in Accountingofn the University of
Wisconsin - Milwaukee in 1984. Mr. Klink brings exisive industry and leadership experience to oardyancluding over 20 years
of experience in the electrical equipment indusily. Klink is also employed by Spire Power Solugoh.P. as their CFO and
President.

Family Relationships

There are no family relationships among any of ditectors and executive officers. Mr. Mazurek ipaty to a certain agreement
related to his service as an executive officerd@inector described in the “Agreements with Execaif®fficers” section of Item 11.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 0f413%& amended, requires our directors and offi@rd, persons who own more
than ten percent of our common stock, to file vifth SEC initial reports of ownership and reportclmdinges in ownership of our
common stock. Directors, officers and persons wiva more than ten percent of our common stock ageired by SEC regulations
to furnish us with copies of all Section 16(a) farthey file.

To our knowledge, based solely on a review of thegies of such reports furnished to us, during tbeaf year ended December 31,
2020, each of our directors, officers and gredtantten percent stockholders complied with all iBaci6(a) filing requirements
applicable to our directors, officers and greatantten percent stockholders.

Board Committees

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

Audit CommitteeThe audit committee consists of Messrs. CohnsRwosl Tulkoff, each of whom our board has deterchitmebe
financially literate and qualify as an independdirector under Section 5605(a)(2) of the rules hef Nasdaq Stock Market. In
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addition, Mr. Ross is the chairman of the audit pottee and qualifies as a financial expert as a@efim Item 407(d)(5)(ii) of
Regulation S-K. The audit committee’s duties areemommend to our board of directors the engagewfendependent auditors to
audit our financial statements and to review owoaating and auditing principles. The audit comesittvill review the scope, timing
and fees for the annual audit and the results dit @&xaminations performed by internal auditors artépendent public accountants,
including their recommendations to improve the eysbf accounting and internal controls. The audihmittee held a total of four
meetings during the fiscal year ended DecembeRB20. The audit committee operates under a forimaiter adopted by the board
of directors that governs its duties and conduopi€s of the charter can be obtained free of chgye the Company’s web site,
www.pioneerpowersolutions.com, by contacting thenBany by mail at the address appearing on thegage of this Annual Report
on Form 10-K to the attention of Investor Relatiomsby telephone at (212) 867-0700.

Code of Business Conduct and Ethics

We have adopted a code of business conduct anth élfadt applies to our directors, officers, and leyges, including our principal
executive officer and principal financial and acating officer, which is posted on our websitenatw.pioneerpowersolutions.com
We intend to disclose future amendments to cepeomisions of the code of ethics, or waivers offspoovisions granted to executive
officers and directors, on this website within fdwsiness days following the date of such amendmewaiver.

ITEM 11. EXECUTIVE COMPENSATION
Compensation Philosophy and Process

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

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

e attract and retain executives experienced in d@iagoand delivering products such as our own;

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

» reward performance; and

» align the interests of our executive officers atiteo key employees with those of our stockholdersniotivating
our executive officers and other key employeesitosiase stockholder value.

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

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

executive and director compensation during and?fi20. At this time, our board of directors has dateed that the financial and
administrative burden of engaging compensation wtansts is not justified in light of our Companysize, its resources and our
relatively small number of executive officers aniedtors. Rather, the recommended level, componants rationale for our

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

consideration and approval. Our board of direch@s specific authority to limit cash bonus awasur named executive officers,
as provided for in their employment agreementsciviiuthority may not be delegated to other perapitss time.
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2020 and 2019 Summary Compensation Table

The following table summarizes, for each of the ta® fiscal years ended December 31, 2020 and,28&3ompensation paid to (i)

Nathan J. Mazurek, our chief executive officer,spent and chairman of the board of directors,Tiipmas Klink, who served as our
chief financial officer, secretary and treasuremirJanuary 7, 2016 to April 15, 2020 and, priothat, served as the president of
Jefferson Electric, Inc. and a director, and ilalter Michalec, our interim chief financial officesecretary and treasurer from April
15, 2020, whom we refer to collectively hereinlas thamed executive officers.”

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

Nathan J. Mazurek (i) 2020 440,000 - 210 480 (2) 455,210
President, Chief Executive 2019 490,000 900,000 - 27,000 (2) 174000
Officer, Chairman of the Board
of Directors
Thomas Klink (ii) 2020 40,665 - 210 B00 (3) 45,875
Former Chief Financial Officer, 2019 282,292 500,000 - 31,000 (3) 813,292
Secretary, Treasurer, and
Current Director
Walter Michalec (iii) 2020 98,750 15,000 210 - 113,960

Interim Chief Financial Officer, 2019 - = - - -
Secretary, and Treasurer

(1) Amounts represent the aggregate grant datevidue, as determined in accordance with FASB ARpic 718, with th
exception that the amounts shown assume no fordsitd heassumptions used to calculate the value of shagedbawards a
set forth in “ltem 8. Financial Statements and Jeimentary Data - Note 15. Stock-Based Compensatiomitained inthis
Annual Report. These amounts do not representdtualavalue that may be realized by our named dkexofficers, as thais
dependent on the long-term appreciation in our cometock.

(2) Comprised of board of directors meeting fees.

(3) Comprised of board of directors and audit cotreaimeeting fees.
(4) The dollar value of bonus (cash) earned byntiraed executive officers.

Agreements with Executive Officers
Nathan J. Mazurek

We entered into an employment agreement with Mr.zWek, dated as of December 2, 2009, pursuant tahwh
Mr. Mazurek was to serve as our chief executivécefffor a term of three years. Pursuant to thipleyment agreement, Mr.
Mazurek was entitled to receive an annual baseysafa$250,000 from December 2, 2009 through Decam#) 2010, which was
increased to $275,000 on December 2, 2010 andQ6,830 on December 2, 2011. Mr. Mazurek was edtitereceive an annual
cash bonus at the discretion of our board of dimscior a committee thereof, of up to 50% of hiswal base salary, which percentage
was permitted to be increased in the discretiameboard.

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

We entered into a new employment agreement withMéizurek, dated as of March 30, 2012, pursuantticiwMr. Mazurek
will serve as our chief executive officer for aglryear term ending on March 31, 2015. Pursuathiganew employment agreement,
Mr. Mazurek was entitled to receive an annual tsadary of $350,000 during the remainder of the 2€dl2ndar year, which increased
to $365,000 during the 2013 calendar year and th&380,000 for the remainder of his employmentteFhe other material terms of
the new employment agreement are substantiallyasina those under his previous agreement, exbaptMr. Mazurek has agreed not
to compete with us for a period of one year follagvthe termination of his employment for any reason

On November 11, 2014, we entered into a first amesd to our employment agreement with Mr. Mazulk;suant to
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which the term of the employment agreement wasnebetg by a period of three years ending on Marct2818. In addition, pursuant
to this employment agreement, as amended, Mr. M&Zonecame entitled to receive an annual base sal&410,000 beginning on
the amendment effective date and ending on Dece81her015, which increased to $425,000 during X alendar year.

On June 30, 2016, we entered into a second amendmenr employment agreement with Mr. Mazurek,spiant to which
the term of the employment agreement was extengedperiod of five years ending on March 31, 2Qgladdition, pursuant to this
employment agreement, as amended, Mr. Mazurek beaaritled to receive an annual base salary of $0®6for the period
beginning on January 1, 2016 and ending on DeceBihe2016, $440,000, for the period beginning anuday 1, 2017 and ending
on December 31, 2017, $465,000, for the periodrivéigg on January 1, 2018 and ending on Decembe2(13, $490,000, for the
period beginning on January 1, 2019 and ending @cebber 31, 2019, and $515,000 per annum, forg¢hedbeginning on January
1, 2020 and ending on March 31, 2021.

On March 30, 2020, the Company and Mr. Mazurekredténto a third amendment in order to (i) extehe termination
date of the agreement from December 31, 2020, teivial, 2023, and (i) set Mr. Mazurek’s annualebaalary at $415,000 for the
period beginning on April 1, 2020 and ending on &fe81, 2021; $435,500, for the period beginningpnl 1, 2021 and ending on
March 31, 2022; and $457,500, for the period bagmon April 1, 2022 and ending on March 31, 2023.

If Mr. Mazurek is terminated without cause, hensitbed to receive (i) any unpaid base salary agdrirough the date of his
termination, (ii) any unreimbursed expenses prop@durred prior to the date of his terminationddiii) severance pay equal to the
base salary that would have been payable to Mr.ukézfor the remainder of the term of his executweployment agreement,
which expires on March 31, 2023, less applicabl&hagldings and taxes. As a precondition to recgidaverance pay, Mr. Mazurek
is required to execute and deliver within sixty Y @@ys following his termination a general releaselaims against the us and our
subsidiaries and affiliates that may have arisenrdvefore the date of the release.

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

As stated earlier, on June 28, 2019, we entered finé Stock Purchase Agreement by and among thep&umyn
Electrogroup, Jefferson, JE Mexico, Nathan J. Makzuand the Buyer, which was subsequently amendeaf &ugust 13, 2019.
Pursuant to the Stock Purchase Agreement, as achdnydthe Amendment, the Equity Transaction was deteg on August 16,
2019. Pursuant to the Stock Purchase Agreementivislzurek agreed to a non-solicitation provisiort @enerally prohibits him, for
a three-year period, from, among other thingscgolg or attempting to hire employees of the Disga Companies or the Buyer or
engaging in the business operated by the Dispossdp@nies within certain geographic areas, subjeatettain limitations and
exceptions.

Thomas Klink

On April 30, 2010, in connection with our acquisiti of Jefferson Electric, Inc., Jefferson Electiing. entered into an
employment agreement with Thomas Klink pursuanwiich Mr. Klink is serving as Jefferson Electriocl’'s president, subject to
the authority of our chief executive officer, Mr.agurek, for an original term of three years. MrinKlwas initially entitled to receive
an annual base salary of $312,000. Mr. Klink's esgpient may be terminated upon his death or disgbilpon the occurrence of
certain events that constitute “cause,” and withcamise. If terminated without cause, Mr. Klink wile entitled to receive as
severance an amount equal to his base salarydaethainder of the employment period under theeageat, conditioned upon his
execution of a release in form reasonably acceptibtounsel of Jefferson Electric, Inc. On Apil, 2013, Jefferson Electric, Inc.
and Mr. Klink entered into an amendment to this lryiment agreement, pursuant to which the term wésneled to April 30, 2016,
unless terminated earlier in accordance with itsi$e and Mr. Klink’s annual base salary was reduoeg50,000.

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

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

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

Effective with the Equity Transaction, Mr. Klinkompensation was reduced to $125,000 annually.
On March 26, 2020, Mr. Klink notified our board difectors of his resignation as Chief Financiali€ff of the Company,
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effective as of April 15, 2020.

Walter Michalec

Mr. Michalec was appointed by our board of diresttur act as the interim Chief Financial Officertled Company, effective
as of April 15, 2020, replacing Mr. Klink after hissignation as Chief Financial Officer. Mr. Michalalso serves as the Company’s
principal accounting officer, principal financidffiger, treasurer and secretary.
Outstanding Equity Awards at Fiscal Year End
The following table provides information on stocgtions previously awarded to each of the named wixec officers and which
remained outstanding as of December 31, 2020.t@hle includes unexercised and unvested optionsdswiach outstanding award

is shown separately for each named officer.

Option Awards

Number of Number of
Securities Securities
Underlying Underlying
Unexercised Unexercised Option
Options Options Exercise Option
Date #) #) Price Expiration
Name of Grant Exercisable Unexercisable (%) Date
Nathan J. Mazurek 3/24/2011 400 (5) - $ 12.00 3/24/2021
3/23/2012 1,000 (5) - 4.11 3/23/2022
3/20/2013 25,000 (3) - 5.60 3/20/2023
3/20/2013 1,000 (5) - 5.60 3/20/2023
3/06/2014 50,000 (3) - 10.21 3/06/2024
3/06/2014 1,000 (5) - 10.21 3/06/2024
3/30/2015 1,000 (5) - 8.98 3/30/2025
3/10/2016 1,000 (5) - 3.68 3/10/2026
3/30/2017 1,000 (5) - 7.30 3/30/2027
3/30/2017 130,000 (4) - 7.30 3/30/2027
4/03/2018 1,000 (5) - 5.60 4/03/2028
3/31/2020 - 10,0(8) 1.68 3/31/2030
Thomas Klink 3/24/2011 1,000 (1) = $ 12.00 3/24/2021
3/24/2011 400 (5) - 12.00 3/24/2021
3/23/2012 3,000 (1) - 4.11 3/23/2022
3/23/2012 1,000 (5) - 4.11 3/23/2022
3/20/2013 3,000 (1) - 5.60 3/20/2023
3/20/2013 1,000 (5) - 5.60 3/20/2023
3/06/2014 1,000 (5) - 10.21 3/06/2024
3/30/2015 1,000 (5) - 8.98 3/30/2025
3/10/2016 1,000 (5) - 3.68 3/10/2026
3/30/2017 1,000 (5) - 7.30 3/30/2027
3/30/2017 100,000 (4) - 7.30 3/30/2027
4/03/2018 1,000 (5) - 5.60 4/03/2028
3/31/2020 - 10,0(8) 1.68 3/31/2030
Walter Michalec 3/6/2014 1,000 (2) - 10.21 3/6/2024
3/31/2020 - 10,029 1.68 3/31/2030

(1) Incentive stock options granted for service asesipgent. Vests in equal annual installments uparh @d the first three
anniversaries of the grant date.

(2) Incentive stock options granted for service primbecoming an executive officer. Vests in equaluahinstallments upon
each of the first three anniversaries of the gdaie.

(3) Non-qualified stock options granted for serviceaasexecutive officer. Vests in equal annual instatits upon each of the
first three anniversaries of the grant date.

(4) Non-qualified stock options granted for serviceaasxecutive officer. Vests on the first anniveysafrthe grant date.

(5) Non-qualified stock options granted for serviceaasrector. Vests on the first anniversary of theng date.
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Change of Control Agreements

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

We do not currently have any change-of-controlesesance agreements with any of our executivearffior directors, other than as
described under “Agreements with Executive Offit@tsove. In the event of the termination of empl@ymof the named executive
officers, any and all unexercised stock optionsl ghgire and no longer be exercisable after aiipedime following the date of the
termination, other than as described under “Agregseith Executive Officers” above.

2009 Equity Incentive Plan

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

2011 Long-Term Incentive Plan

On May 11, 2011, our board of directors adopted20&1 Long-Term Incentive Plan, subject to stoc#bolapproval, which was
obtained on May 31, 2011. The 2011 Long-Term Inger®lan replaces and supersedes the 2009 Equaigytiwe Plan. Our outside
directors and our employees, including the princigpacutive officer, principal financial officer drother named executive officers,
and certain contractors are all eligible to papti¢e in the 2011 Long-Term Incentive Plan. The 20&fhg-Term Incentive Plan
allows for the granting of incentive stock optiomgn-qualified stock options, stock appreciatiaghts, restricted stock, restricted
stock units, performance awards, dividend equivaligyts, and other awards, which may be grantadlgi in combination, or in
tandem, and upon such terms as are determinedeblyodrd or a committee of the board that is degéghto administer the 2011
Long-Term Incentive Plan. Subject to certain adpesits, the maximum number of shares of our comrtank $shat may be delivered
pursuant to awards under the 2011 Long-Term IneerRian is 700,000 shares, of which 233,267 weadable for future issuances
as of December 31, 2020. The 2011 Long-Term Ineenilan is currently administered by our board méalors but may be
subsequently administered by a compensation coesritésignated by our board of directors.

Equity Compensation Plan Information

The following table provides certain informationasDecember 31, 2020 with respect to our equitygensation plans under which
our equity securities are authorized for issuance:

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

warrants and rights

Equity compensation plans approved by

. 440,400 $ 6.58 233,2
security holders
Equity compensation plans not approved by
security holders i i i
Total 440,400 $ 6.58 233,2
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Director Compensation

The following table provides compensation inforroatifor the one year period ended December 31, 202@ach non-employee

member of

(1)
(2)
3)

(4)
()
(6)
(7)

our board of directors:

Fees Earned or Option Total
Name Paid in Cash Awards %)

(%) $)

Yossi Cohn (4) 16,000 (1) 210 16,210
Thomas Klink (3) 12,000 (2) 210 12,210
lan Ross (5) 20,000 (1) 210 20,210
David Tesler (6) 15,000 (2) 210 15,210
Jonathan Tulkoff (7) 20,000 (1) 210 20,210

Comprised of board of directors and audit committexeting fees.

Comprised of board of directors meeting fees.

As of December 31, 2020, Mr. Klink had outstandamions representing the right to purchase 114gt@0es of our
common stock and outstanding stock awards of 10gh@®es of our common stock. On March 26, 2020, Kink
notified our board of directors of his resignatias Chief Financial Officer of the Company, effeetias of April 15,
2020.

As of December 31, 2020, Mr. Cohn had outstandiptions representing the right to purchase 7,400eshaf our
common stock and outstanding stock awards of 10s8@60es of our common stock.

As of December 31, 2020, Mr. Ross had outstandipiipies representing the right to purchase 7,400eshaf our
common stock and outstanding stock awards of 10s8@60es of our common stock.

As of December 31, 2020, Mr. Tesler had outstandiptions representing the right to purchase 7,4@0es of our
common stock and outstanding stock awards of 3sha@es of our common stock.

As of December 31, 2020, Mr. Tulkoff had outstamgdoptions representing the right to purchase 7gties of our
common stock and outstanding stock awards of 10s6@€es of our common stock.

All of our directors, including our employee direrg, are paid cash compensation in connection twéh attendance at the meetings
of the board of directors. Our directors are akionbursed for reasonable out-of-pocket expensagried in connection with their
attendance at such meeting®r the year ended December 31, 2020, our direatmasinterim chief financial officer were paid cash
compensation of $3,000 per meeting for attendalmcaddition, the members of our audit committee andinterim chief financial
officer received a fee of $1,000 per meeting fteradance at a meeting of our audit committee feryéar ended December 31, 2020.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS.

The following table sets forth information with pest to the beneficial ownership of our commonlstas of March 30, 2021 by:

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

each of the named executive officers; and

all of our directors and executive officers agaup.

The percentages of common stock beneficially ovaredreported on the basis of regulations of the §&@rning the determination

of beneficial ownership of securities. Under th&esuof the SEC, a person is deemed to be a bealefiginer of a security if that

person has or shares voting power, which includegpbwer to vote or to direct the voting of thews#yg, or investment power, which

includes the power to dispose of or to direct tigpakition of the security. Except as indicatedha footnotes to this table, each
beneficial owner named in the table below has goteg and sole investment power with respect itelzres beneficially owned and
each person’s address, unless otherwise specifigdei notes below, is c/o Pioneer Power Solutitms, 400 Kelby Street, 12th

Floor, Fort Lee, New Jersey 07024. As of MarchZI21, we had 8,726,045 shares outstanding.

Number of Shares Percentage
Name of Beneficial Owner Beneficially Beneficially
Owned (1) Owned (1)
5% Owners
Estate of David J. Landes 4,560,000 (2) 52.3%
Provident Pioneer Partners, L.P. 4,560,000 (3) 52.3%
Officers and Directors
Nathan J. Mazurek 4,813,000 (4) 53.8%
Thomas Klink 223,000 (5) 2.5%
Yossi Cohn 17,000 (6) E
lan Ross 17,000 (6) *
Walter Michalec 11,000 (7) i
David Tesler 20,750 (8) *
Jonathan Tulkoff 27,000 (9) i
All directors and executive officers as a group€rsons) 5,128,750 57.4%

* represents ownership of less than 1%.

1)

()

3)

(4)

(5)

(6)
(7)
(8)

Shares of common stock beneficially owned and #spective percentages of beneficial ownership ofirmon stock
assumes the exercise of all options, warrants #met securities convertible into common stock bierefy owned by such
person or entity currently exercisable or exerdesakithin 60 days of March 30, 2021. Shares issighirsuant to the
exercise of stock options and warrants exerciselitlein 60 days are deemed outstanding and helchbyhblder of such
options or warrants for computing the percentageutétanding common stock beneficially owned byhsperson, but are
not deemed outstanding for computing the percentgetstanding common stock beneficially ownedahy other person.
David J. Landes was our former director who diedSmptember 13, 2019. Estate of David J. Lande$idsntinority
stockholder and a control person of Provident Car@drp., the general partner of Provident Pioneetmers, L.P., and, as
such, has beneficial ownership of the 4,560,00@eshaf common stock held by Provident Pioneer Rastri.P.

Includes 4,560,000 shares of common stock held foyi¢kent Pioneer Partners, L.P. Nathan J. Mazusethé majority
stockholder and a control person of Provident Car@drp., the general partner of Provident Pioneetmers, L.P., and, as
such, has sole voting and investment power ovesetsbares.

Nathan J. Mazurek is the majority stockholder andoatrol person of Provident Canada Corp., the gérgartner of
Provident Pioneer Partners, L.P., and, as suchsdiasvoting and investment power over the 4,560 $lares of common
stock held by Provident Pioneer Partners, L.P.dditeon, includes 31,000 shares of common stock 222,000 shares
subject to stock options which are exercisableiwi@® days of March 30, 2021.

Includes 100,000 shares of common stock and 123bafes subject to stock options which are exdylgsaithin 60 days
of March 30, 2021.

Includes 17,000 shares subject to stock optionstwaie exercisable within 60 days of March 30, 2021

Includes 11,000 shares subject to stock optionstwiie exercisable within 60 days of March 30, 2021

Includes 3,750 shares of common stock and 17,08feslsubject to stock options which are exercisafilen 60 days of
March 30, 2021.
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(9) Includes 10,000 shares of common stock and 17,08fes subject to stock options which are exerasealithin 60 days of
March 30, 2021.

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

Generally, we do not enter into related party taations unless the members of the board who dbanat an interest in the potential
transaction have reviewed the transaction and mhéted that (i) we would not be able to obtain bete¥ms by engaging in a
transaction with a non-related party and (ii) trensaction is in our best interest. This policplegs generally to any transaction in
which we are to be a participant and the amourtluad exceeds the lesser of $120,000 or one peofethe average of our total
assets at year end for the previous two complesedlfyears, and in which any related person hadilbhave a direct or indirect
material interest. This policy is not currentlyvimiting. In addition, our audit committee, whigras established on March 24, 2011,
is required to pre-approve any related party tretisas pursuant to its charter.

On June 28, 2019, we entered into a Stock Purchgseement, dated as of June 28, 2019 (the “Stockhase Agreement”), by and
among the Company, Electrogroup Canada, Inc., dlybwned subsidiary of the Company (“Electrogroyplefferson Electric,
Inc., a wholly owned subsidiary of the Company ffdeson”), JE Mexican Holdings, Inc., a wholly owheubsidiary of the
Company (“JE Mexico,” and together with Electrogsoand Jefferson, the “Disposed Companies”), NathamMazurek, Pioneer
Transformers L.P. (the “US Buyer”) and Pioneer Aogeo ULC (the “Canadian Buyer,” and together witle US Buyer, the
“Buyer”), which was subsequently amended by Ameminm. 1 to the Stock Purchase Agreement, dated Asgust 13, 2019 (the
“Amendment”). Pursuant to the Stock Purchase Agesgras amended by the Amendment, the Companydgresell (i) all of the
issued and outstanding equity interests of Electngg to the Canadian Buyer and (i) all of the estand outstanding equity interests
of Jefferson and JE Mexico to the US Buyer (colledy, the “Equity Transaction”).

On August 16, 2019, the Company completed the Eduiansaction pursuant to the terms and conditminthe Stock Purchase
Agreement, as amended by the Amendment. As comgiderfor the Disposed Companies, Buyer paid the@any a base aggregate
purchase price of $68.0 million, consisting of%§0.5 million of cash, (ii) the issuance by the Bugf a subordinated promissory
note to the Company in the aggregate principal aadf $5.0 million and (iii) the issuance by the y@u of a subordinated

promissory note to the Company in the aggregatecipal amount of $2.5 million. The purchase prisesubject to a customary
working capital adjustment. Nathan J. Mazurek, whoonsidered a related person due to his posénhairman, chief executive
officer and president of the Company and is a hotdeapproximately 53.8% of the outstanding sharesur common stock, is a

party to the Stock Purchase Agreement with redpettte non-solicitation, confidentiality and nonagpetition provisions.

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

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

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

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

Director Independence

Our board of directors has determined that eactossi Cohn, lan Ross, David Tesler, and JonathdkoTfisatisfy the requirements
for independence set out in Section 5605(a)(2hefNasdaq Stock Market Rules and that each of ttiesetors has no material
relationship with us (other than being a directad/ar a stockholder). In making its independencterdeinations, the board of
directors sought to identify and analyze all of flaets and circumstances relating to any relatignétetween a director, his
immediate family or affiliates and our company anadt affiliates and did not rely on categorical staris other than those contained
in the Nasdaq Stock Market rule referenced above.
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Because Nathan Mazurek, our president, chief ekecuwfficer and chairman of the board of directarsntrols a majority of our

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

Therefore, we are not required to have a majorftyoar board of directors be independent, nor areraeguired to have a

compensation committee or an independent nominétimetion. In light of our status as a controlledrpany, our small size and our
desire to efficiently manage our financial and adsirative resources, our board of directors haerdened not to have an
independent nominating or compensation committeetarhave the full board of directors be directgponsible for compensation
matters and for nominating members of our boardvéi@r, only Messrs. Cohn, Ross, Tesler, and Tulkafisfy the independence
requirement that would apply to the members of siarhmittees under the Nasdag Stock Market Rules.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.
BDO USA, LLP served as our independent registetddi@ accounting firm for the fiscal years endeccBmber 31, 2020 and 2019.

The following table presents aggregate fees fofgsmional services rendered by BDO USA, LLP dutihg fiscal years ended
December 31, 2020 and 2019:

Year Ended December 31,

2020 2019
Audit fees (1) $ 270 $ 60(
Audit-related fees (2) - 3¢
Tax fees (3) -
Total fees $ 270 % 63¢

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

(2) Audit-related fees consisted of fees related tagmneed upon procedures project related to the ¥Eguénsaction during the
year ended December 31, 2019.

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

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

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

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

permitted non-audit services. The audit committeegpproved all of the fees set forth in the taltieve.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULE S.

a.

We have filed the following documents as part ¢f #innual Report on Form 10-K:

Consolidated Financial Statements

The following financial statements are includedtém 8 herein:

Report of Independent Registered Public AccourfEinm

Consolidated Statements of Operations for the YEaded December 31, 2020 and 2019

Consolidated Statements of Comprehensive (Losghtedor the Years Ended December 31, 2020 and 2019
Consolidated Balance Sheets as of December 31, 8@22019

Consolidated Statements of Cash Flows for the YEaded December 31, 2020 and 2019

Consolidated Statements of Stockholders’ EquitytlierYears Ended December 31, 2020 and 2019

Notes to Consolidated Financial Statements

Financial Statement Schedules
None

Exhibits
See the Index to Exhibits immediately following #ignature page of this Annual Report on Form 10-K.

ITEM 16. FORM 10-K SUMMARY.

None
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INDEX TO EXHIBITS

Exhibit No. Description

2.1

2.2

2.3

3.1

3.2

4.1~
10.1+

10.2+

10.3+

10.4+

10.5+

10.6+

10.7+

10.8+

10.9+

10.10

10.11

10.12

Agreement and Plan of Merger Agreement, dadediary 22, 2019, between Pioneer Critical Power &mc CleanSpark.
(Incorporated by reference to Exhibit 2.1 to ther€ot Report on Form 8-K of Pioneer Power Solutidns. filed with the
Securities and Exchange Commission on January®@®)2

Stock Purchase Agreement, dated as of Jun202®, by and among Pioneer Power Solutions, Inegtibgroup Canada,
Inc., Jefferson Electric, Inc., JE Mexican Holdintx., Nathan Mazurek, Pioneer Transformers Ltfel. Rioneer Acquireco
ULC (Incorporated by reference to Exhibit 2.1 te turrent Report on Form 8-K of Pioneer Power Sahst Inc. filed with
the Securities and Exchange Commission on Julp19p

Amendment No. 1 to the Stock Purchase Agregndated as of August 13, 2019, by and among PidReeer Solutions,

Inc., Electrogroup Canada, Inc., Jefferson Electric., JE Mexican Holdings, Inc., Pioneer Transfers L.P. and Pioneer
Acquireco ULC (incorporated by reference to Exhiit to the Current Report on Form 8-K of Pioneew@ Solutions,

Inc. filed with the Securities and Exchange Comiis®n August 14, 2019).

Composite Certificate of Incorporation (Incarged by reference to Exhibit 3.1 to Amendment Mdo the Registration
Statement on Form S-1 of Pioneer Power Solutioms, filed with the Securities and Exchange Commizgin June 21,
2011).

Bylaws (Incorporated by reference to Exhibi & the Current Report on Form 8-K of Pioneer Ro8@utions, Inc. filed
with the Securities and Exchange Commission on BDbee 2, 2009).

Description of Securities

Form of Director and Officer Indemnificatidgreement (Incorporated by reference to Exhibitl10.the Annual Report on
Form 10-K of Pioneer Power Solutions, Inc. filedtlwihe Securities and Exchange Commission for thar yended
December 31, 2010).

Pioneer Power Solutions, Inc. 2009 Equitehiive Plan (Incorporated by reference to ExhibiBlto the Current Report on
Form 8-K of Pioneer Power Solutions, Inc. filediwihe Securities and Exchange Commission on Decemla909).

Form of 2009 Incentive Stock Option Agreen{émtorporated by reference to Exhibit 10.9 to ¢herent Report on Form 8-
K of Pioneer Power Solutions, Inc. filed with thec8rities and Exchange Commission on December(9)20

Form of 2009 Non-Qualified Stock Option Agremt (Incorporated by reference to Exhibit 10.16h® Current Report on
Form 8-K of Pioneer Power Solutions, Inc. filediwihe Securities and Exchange Commission on Decemlt909).

Pioneer Power Solutions, Inc. 2011 Long-Ténoentive Plan (Incorporated by reference to Esthilfi.1 to the Current
Report on Form 8-K of Pioneer Power Solutions, fited with the Securities and Exchange CommissiniMay 31, 2011).

Employment Agreement, dated March 30, 2032atd between Pioneer Power Solutions, Inc. andatatl. Mazurek
(Incorporated by reference to Exhibit 10.42 to Amual Report on Form 10-K of Pioneer Power Sohgijdnc. filed with
the Securities and Exchange Commission on Marc@02).

First Amendment to Employment Agreement, didlevember 11th, 2014, by and between Pioneer P8akitions, Inc.
and Nathan J. Mazurek (Incorporated by referendextubit 10.1 to the Quarterly Report on Form 1®&fPioneer Power
Solutions, Inc. filed with the Securities and Exe@ Commission on November 12, 2014).

Employment Agreement, dated April 30, 200ahd between Jefferson Electric, Inc. and ThomiaskKIncorporated by
reference to Exhibit 10.1 to the Current Reportronm 8-K of Pioneer Power Solutions, Inc. filed lwthe Securities and
Exchange Commission on May 4, 2010).

First Amendment to Employment Agreement, dig&eril 30, 2013, by and between Jefferson Electinc. and Thomas
Klink (Incorporated by reference to Exhibit 10.1the Current Report on Form 8-K of Pioneer Powdut8ms, Inc. filed
with the Securities and Exchange Commission onlAgi2013).

Security Agreement, dated as of June 28,,20418nd among Pioneer Power Solutions, Inc., Riofgitical Power Inc. and
Jefferson Electric, Inc. and Bank of Montreal, Glgio Branch (Incorporated by reference to Exhibi21i® the Current
Report on Form 8-K of Pioneer Power Solutions, fited with the Securities and Exchange Commissiorduly 3, 2013).

Guaranty Agreement, dated as of June 28,, 2y1Bioneer Power Solutions, Inc. in favor of BarilMontreal (Incorporated
by reference to Exhibit 10.4 to the Current Reporf-orm 8-K of Pioneer Power Solutions, Inc. fileith the Securities and
Exchange Commission on July 3, 2013).

Amended and Restated Credit Agreement, datedf April 29, 2016, by and among Pioneer Powdut®ms, Inc., as
borrower, each of the domestic subsidiary guaransaynatory thereto and Bank of Montreal, ChicaganBh, as lender
(Incorporated by reference to Exhibit 10.1 to theré€nt Report on Form 8-K of Pioneer Power Solugjdnc. filed with the
Securities and Exchange Commission on May 4, 2016).
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10.13

10.14+

10.15+

10.16+

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28+

Amended and Restated Credit Agreement, deteaf April 29, 2016, by and among Pioneer Electrog Canada Inc., as
borrower, each of the Canadian subsidiary guarargigmnatory thereto and Bank of Montreal, as ler{ttezorporated by
reference to Exhibit 10.2 to the Current ReportFonm 8-K of Pioneer Power Solutions, Inc. filed wthe Securities and
Exchange Commission on May 4, 2016).

Second Amendment to Employment Agreemertgdddune 30, 2016, by and between Pioneer Poweti@w, Inc. and
Nathan J. Mazurek (Incorporated by reference toil#ixti0.1 to the Current Report on Form 8-K of Réen Power
Solutions, Inc. filed with the Securities and Exeja Commission on July 1, 2016).

Second Amendment to Employment Agreemem¢ddaune 30, 2016, by and between Jefferson Eettic. and Thomas
Klink. (Incorporated by reference to Exhibit 10®2the Current Report on Form 8-K of Pioneer Powaut®ns, Inc. filed
with the Securities and Exchange Commission on JuB016).

Third Amendment to Employment Agreementeda&ebruary 15, 2019, by and between Jeffersortriglelnc. and Thomas
Klink. (Incorporated by reference to Exhibit 10®2the Current Report on Form 8-K of Pioneer Powaui®ns, Inc. filed
with the Securities and Exchange Commission onuzalpr20, 2019).

First Amending Agreement, dated as of Margh2D17, by and among Pioneer Power Solutions, &scborrower, each of
the domestic subsidiary guarantors signatory theagid Bank of Montreal, Chicago Branch, as len@acorporated by

reference to Exhibit 10.56 to the Annual Reportranm 10-K of Pioneer Power Solutions, Inc. filedhwihe Securities and
Exchange Commission on March 29, 2017)

First Amending Agreement, dated as of Mafsh2D17, by and among Pioneer Electrogroup Canadads borrower, each
of the Canadian subsidiary guarantors signatoryetbeand Bank of Montreal, as lender. (Incorpordtgdreference to
Exhibit 10.57 to the Annual Report on Form 10-KRibneer Power Solutions, Inc. filed with the Settesiand Exchange
Commission on March 29, 2017)

Second Amending Agreement, dated as of M28;2018, by and among Pioneer Electrogroup Cahadaas borrower,
each of the Canadian subsidiary guarantors sign#éttereto and Bank of Montreal, as lender (Incoaped by reference to
Exhibit 10.24 to the Annual Report on Form 10-KRibneer Power Solutions, Inc. filed with the Setiesiand Exchange
Commission on April 2, 2018).

Second Amending Agreement, dated as of M28t2018, by and among Pioneer Power Solutions, &scborrower, each
of the domestic subsidiary guarantors signatoryetioeand Bank of Montreal, Chicago Branch, as lerftteeorporated by
reference to Exhibit 10.25 to the Annual Reportranm 10-K of Pioneer Power Solutions, Inc. filedhwihe Securities and
Exchange Commission on April 2, 2018).

Indemnity Agreement, dated January 22, 2b&8yeen the Company, CleanSpark and PCPI. (Incaipaiby reference to
Exhibit 10.1 to the Current Report on Form 8-K abrieer Power Solutions, Inc. filed with the Sedesitand Exchange
Commission on January 28, 2019).

Contract Manufacturing Agreement, dated Jan@&, 2019, between the Company and CleanSpankoifborated by
reference to Exhibit 10.2 to the Current ReportFonm 8-K of Pioneer Power Solutions, Inc. filed wthe Securities and
Exchange Commission on January 28, 2019).

Non-Competition and Non-Solicitation Agreemedated January 22, 2019, between the Company GladnSpark.
(Incorporated by reference to Exhibit 10.3 to ther€nt Report on Form 8-K of Pioneer Power Solwgjdnc. filed with the
Securities and Exchange Commission on January®®)2

Waiver Letter, dated March 25, 2019, from IBaf Montreal, Montreal Branch, as lender (Incogied by reference to
Exhibit 10.31 to the Annual Report on Form 10-KRibneer Power Solutions, Inc. filed with the Settesiand Exchange
Commission on March 29, 2019).

Waiver Letter dated May 6, 2019, from BanhiMontreal, Montreal Branch, as lender (Incorpedaby reference to Exhibit
10.7 to the Quarterly Report on Form 10-Q of PienBewer Solutions, Inc. filed with the SecuritiesdaExchange
Commission on May 15, 2019).

Temporary Amendment to Borrowing Base inRRSI Credit Agreement, dated August 8, 2019, bylmidieen Bank of
Montreal, Pioneer Power Solutions, Inc., Pione@ciEbgroup Canada Inc., Jefferson Electric, Inmn&er Critical Power
Inc., Pioneer Custom Electrical Products Corp. &itan Energy Systems, Inc. (Incorporated by refeeeto Exhibit 10.2 to
the Quarterly Report on Form 10-Q of Pioneer Po8autions, Inc. filed with the Securities and Exepa Commission on
August 14, 2019).

Waiver Letter dated August 8, 2019, from IBah Montreal, Montreal Branch, as lender (Incogied by reference to
Exhibit 10.3 to the Quarterly Report on Form 104P@mneer Power Solutions, Inc. filed with the Séies and Exchange
Commission on August 14, 2019).

Third Amendment to Employment Agreementeda#larch 30, 2020, by and between the Company atidaN J. Mazurek
(incorporated by reference to Exhibit 10.1 to ther€nt Report on Form 8-K of Pioneer Power Solwgjdnc. filed with the
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21.1*
23.1*
31.1*
31.2*
32.1*
32.2*
101*

Securities and Exchange Commission on April 1, 2020

List of subsidiaries.

Consent of BDO USA, LLP.

Certification of Chief Executive Officer pwant to Section 302 of the Sarbanes-Oxley Act @220
Certification of Chief Financial Officer purant to Section 302 of the Sarbanes-Oxley Act @220
Certification of Chief Executive Officer pwant to Section 906 of the Sarbanes-Oxley Act @220
Certification of Chief Financial Officer purant to Section 906 of the Sarbanes-Oxley Act @220

The following materials from the Company’s Arah Report on Form 10-K for the year ended DecerBhef020, formatted
in XBRL (eXtensible Business Reporting Languagg)Cpnsolidated Statements of Operations, (ii) ©tidated Balance
Sheets, (iii) Consolidated Statements of Compraher{&oss) Income, (iv) Consolidated Statement€ash Flows and (v)
Notes to the Consolidated Financial Statements.

+ Management contract or compensatory plan or germent.
* Filed herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regdthas duly caused this report
to be signed on its behalf by the undersignedeti@o duly authorized.

PIONEER POWER SOLUTIONS, INC.

Date: March 30, 2021 By: /s/ Nathan J. Mazurek
Name: Nathan J. Mazur
Title: Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
/s/ Nathan J. Mazurek March 30, 2021
Nathan J. Mazure President, Chief Executive Officer and

Chairman of the Board of Directors
(Principal Executive Officer)

/sl Walter Michalec March 30, 2021
Walter Michalec Interim Chief Financial Officeé8ecretary and

Treasurer (Principal Financial Officer and

Principal Accounting Officer)

/sl Yossi Cohn March 30, 2021
Yossi Cohn Director
/sl lan Ross March 30, 2021
lan Ross Director
/s/ David Tesler March 30, 2021
David Tesler Director
/s/ Jonathan Tulkoff March 30, 2021
Jonathan Tulkoff Director
/s/ Thomas Klink March 30, 2021
Thomas Klink Director
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EXHIBIT 21.1
PIONEER POWER SOLUTIONS, INC.

Subsidiaries (all 100% owned)

Subsidiaries of the Registrant State or Other Jurisdttion of Incorporation

Pioneer Custom Electrical Products Corp. Delaware
Titan Energy Systems Inc. Minnesota



EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

Pioneer Power Solutions, Inc.
Fort Lee, New Jersey

We hereby consent to the incorporation by referémd¢be Registration Statement on Form S-3 (No-383569) and Form S-8 (No.
333-196903) of Pioneer Power Solutions, Inc. of mport dated March 30, 2021, relating to the cbdated financial statements,

which appears in this Form 10-K.

/s/ BDO USA, LLP
New York, NY
March 30, 2021



EXHIBIT 31.1
CERTIFICATION
I, Nathan J. Mazurek, certify that:

1. | have reviewed this Annual Report on Form 10-KPafneer Power Solutions, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a materi
fact necessary to make teatements made, in light of the circumstances unthich such statements were made
misleading with respect to the period covered Iy ithport;

3. Based on my knowledge, the financial statementd,adher financial information included ihis report, fairly prese
in all material respects the financial conditioesults of operations and cash flows of the registas of, and for, tt
periods presented in this report;

4. The registrant’s other certifying officer(s) andrkeresponsible for establishing and maintaining disate controls ar
procedures (as defined in Exchange Act Rules 18a)Hhd 15dt5(e)) and internal control over financial repagtifas
defined in Exchange Act Rules 13a-15(f) and 15d)15¢r the registrant and have:

a. designed such disclosure controls and proceduresaused such disclosure controls and procedurd tdesigne
under our supervision, to ensure that material rmédion relating to the registrant, including itensolidated
subsidiaries, is made known to us by others withose entities, particularly during the period ihieh this report i
being prepared;

b. designed such internal control over financigdording, or caused such internal control over fiahrepating to be
designed under our supervision, to provide readenadsurance regarding the reliability of finaneigborting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c. evaluated the effectiveness of the registrant'sloésire controls and procedures and presentedisnréport ou
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by th
report based on such evaluation; and

d. disclosed in this report any change in the regitsanternal control over financial reporting thatcurred during tt
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of amual report) that h
materially affected, or is reasonably likely to evélly affect, the registrant’s internal controles financial reporting
and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiorternal control
over financial reporting, to the registrant’s anditand the audit committee of the registrant’sthad directors (or
persons performing the equivalent functions):

a. all significant deficiencies and matenaaknesses in the design or operation of intermatrol over financial reportir
which are reasonably likely to adversely affect thgistrant’s ability to record, process, summadnd report financi
information; and;

b. any fraud, whether arot material, that involves management or otherleygges who have a significant role in
registrant’s internal control over financial repogt

Date: March 30, 2021 /s/ Nathan J. Mazurek
Nathan J. Mazure

President, Chief Executive Officer and
Chairman of the Board of Directors (Principal Ext@oe Officer duly
authorized to sign on behalf of Registrant)




EXHIBIT 31.2
CERTIFICATION
I, Walter Michalec, certify that:

1. | have reviewed this Annual Report on Form 10-KPafneer Power Solutions, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitade a materi
fact necessary to make the statements made, indighe circumstances under which such statemgets made, ni
misleading with respect to the period covered Iy thport;

3. Based on my knowledge, the financial statementd,adher financial information included in this repdairly preser
in all material respects the financial conditioasults of operations and cash flows of the tegji$ as of, and for, tl
periods presented in this report;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainirsgldsure controls al
procedures (as defined in Exchange Act Rules 18a)Hnd 15dt5(e)) and internal control over financial repagtifas
defined in Exchange Act Rules 13a-15(f) and 15d)15¢r the registrant and have:

a. designed such disclosure controls and procedaresaused such disclosure controls and procedureg tdebigne
under our supervision, to ensure that material rmédion relating to the registrant, including itensolidate
subsidiaries, is made known to us by others withose entities, particulariguring the period in which this repor
being prepared;

b. designed such internal control over financial répgr or caused such internal control over finahoigoorting to b
designed under our supervision, to provide readenadsuranceegarding the reliability of financial reporting catthe
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c. evaluated the effectiveness of the registradislosure controls angrocedures and presented in this report
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by th
report based on such evaluation; and

d. disclosed in this report any change in tégistrant’s internal control over financial repogt that occurred during t
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that he
materially affected, or is reasonably likely to enitlly affect, the registrant’s internal control evilnancial reporting
and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiorternal control
over financial reporting, to the registrant’s aonditand the audit committee of the registrant’sthad directors (or
persons performing the equivalent functions):

a. all significant deficiencies and material weages in the design or operation of internal cordvelr financialreporting
which are reasonably likely to adversely affect thgistrant’s ability to record, process, summadnd report financi
information; and;

b. any fraud, whether or not material, that invelveanagement or other employees who has@ificant role in th
registrant’s internal control over financial repogt

Date: March 30, 2021 /sl Walter Michalec
Walter Michalec

Interim Chief Financial Officer
(Principal Financial Officer duly authorized to 3ign behalf of Registrant)




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Annual Report on Form 10-K (the “Form 10-K"Y fihe year ended December 31, 2020 of Pioneer PBwafttions, Inc. (the
“Company”). I, Nathan J. Mazurek, the Chief ExeeatOfficer of the Company, certify that, based onknowledge:

(1) The Form 1K fully complies with the requirements of Sectio®(4) or Section 15(d) of the Securities Exchangeo
1934; and

(2) The information contained in the Form KCfairly presents, in all material respects, theaficial condition and results
operations of the Company as of and for the periodgred in this report.

Date: March 30, 2021 By: /sl Nathan J. Mazurek
Name Nathan J. Mazure
Title: Chief Executive Officer

The foregoing certification is being furnished ams exhibit to the Form 10-K pursuant to Item 60182)( of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sciiens (a) and (b) of Section 1350, Chapter 6Biié 18, United States Code)
and, accordingly, is not being filed as part of Frm 10-K for purposes of Section 18 of the SdimsiExchange Act of 1934, as
amended, and is not incorporated by referenceainydfiling of the Company, whether made beforeftarahe date hereof, regardless
of any general incorporation language in suchdilin



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Annual Report on Form 10-K (the “Form 10-K"Y fihe year ended December 31, 2020 of Pioneer PBwafttions, Inc. (the
“Company”). |, Walter Michalec, the interim Chieiiancial Officer of the Company, certify that, bass my knowledge:

(1) The Form 10-K fully complies with the requiremenfsSection 13(a) or Section 15(d) of the Securiizshange Act
of 1934; and

(2) The information contained in the Form 10-K fairlepents, in all material respects, the financialdition and results
of operations of the Company as of and for thegusricovered in this report.

Date: March 30, 2021 By: /sl Walter Michalec
Name Walter Michalec
Title: Interim Chief Financial Officer

The foregoing certification is being furnished asexhibit to the Form 10-K pursuant to Item 60188)( of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sctisns (a) and (b) of Section 1350, Chapter 63itdé 18, United States Code)
and, accordingly, is not being filed as part of Frm 10-K for purposes of Section 18 of the SdimsiExchange Act of 1934, as
amended, and is not incorporated by referenceainydfiling of the Company, whether made beforeftarahe date hereof, regardless
of any general incorporation language in suchdilin



