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ReportȱofȱIndependentȱAuditors

ToȱtheȱBoardȱofȱDirectors
BraidyȱIndustries,ȱInc.
Ashland,ȱKentucky

ReportȱonȱtheȱFinancialȱStatements

Weȱ haveȱ auditedȱ theȱ accompanyingȱ combinedȱ financialȱ statementsȱ ofȱ Braidyȱ Industries,ȱ Inc.ȱ andȱ Braidy
IndustriesȱLLCȱ(collectively,ȱtheȱCompany),ȱwhichȱcompriseȱtheȱcombinedȱbalanceȱsheetsȱasȱofȱDecemberȱ31,ȱ2017
andȱ 2016,ȱ theȱ relatedȱ combinedȱ statementsȱofȱoperationsȱandȱ comprehensiveȱ loss,ȱ changesȱ inȱnonȬredeemable
stockȱandȱotherȱ stockholdersȇȱdeficitȱandȱcashȱ flowsȱ forȱ theȱyearȱendedȱDecemberȱ31,ȱ2017ȱandȱ forȱ theȱperiod
fromȱAugustȱ26,ȱ2016ȱ (inception)ȱ throughȱDecemberȱ31,ȱ2016,ȱandȱ theȱ relatedȱnotesȱ toȱ theȱcombinedȱ financial
statementsȱ(collectively,ȱtheȱfinancialȱstatements).

ManagementȇsȱResponsibilityȱforȱtheȱFinancialȱStatements

Managementȱ isȱ responsibleȱ forȱ theȱpreparationȱandȱ fairȱpresentationȱofȱ theȱ financialȱ statementsȱ inȱaccordance
withȱ accountingȱ principlesȱ generallyȱ acceptedȱ inȱ theȱ Unitedȱ Statesȱ ofȱ America;ȱ thisȱ includesȱ theȱ design,
implementationȱandȱmaintenanceȱofȱinternalȱcontrolȱrelevantȱtoȱtheȱpreparationȱandȱfairȱpresentationȱofȱfinancial
statementsȱthatȱareȱfreeȱfromȱmaterialȱmisstatement,ȱwhetherȱdueȱtoȱfraudȱorȱerror.

AuditorȇsȱResponsibility

Ourȱresponsibilityȱisȱtoȱexpressȱanȱopinionȱonȱtheseȱfinancialȱstatementsȱbasedȱonȱourȱaudits.ȱWeȱconductedȱour
auditsȱ inȱ accordanceȱ withȱ auditingȱ standardsȱ generallyȱ acceptedȱ inȱ theȱ Unitedȱ Statesȱ ofȱ America.ȱ Those
standardsȱrequireȱthatȱweȱplanȱandȱperformȱtheȱauditȱtoȱobtainȱreasonableȱassuranceȱaboutȱwhetherȱtheȱfinancial
statementsȱareȱfreeȱfromȱmaterialȱmisstatement.

Anȱ auditȱ involvesȱperformingȱproceduresȱ toȱ obtainȱ auditȱ evidenceȱ aboutȱ theȱ amountsȱ andȱdisclosuresȱ inȱ the
financialȱstatements.ȱTheȱproceduresȱselectedȱdependȱonȱtheȱauditorȇsȱjudgment,ȱincludingȱtheȱassessmentȱofȱthe
risksȱofȱmaterialȱmisstatementȱofȱ theȱ financialȱstatements,ȱwhetherȱdueȱ toȱ fraudȱorȱerror.ȱ Inȱmakingȱ thoseȱrisk
assessments,ȱtheȱauditorȱconsidersȱinternalȱcontrolȱrelevantȱtoȱtheȱentityȇsȱpreparationȱandȱfairȱpresentationȱofȱthe
financialȱstatementsȱinȱorderȱtoȱdesignȱauditȱproceduresȱthatȱareȱappropriateȱinȱtheȱcircumstances,ȱbutȱnotȱforȱthe
purposeȱofȱexpressingȱanȱopinionȱonȱtheȱeffectivenessȱofȱtheȱentityȇsȱinternalȱcontrol.ȱAccordingly,ȱweȱexpressȱno
suchȱ opinion.ȱ Anȱ auditȱ alsoȱ includesȱ evaluatingȱ theȱ appropriatenessȱ ofȱ accountingȱ policiesȱ usedȱ andȱ the
reasonablenessȱ ofȱ significantȱ accountingȱ estimatesȱmadeȱ byȱmanagement,ȱ asȱ wellȱ asȱ evaluatingȱ theȱ overall
presentationȱofȱtheȱfinancialȱstatements.

Weȱbelieveȱthatȱtheȱauditȱevidenceȱweȱhaveȱobtainedȱisȱsufficientȱandȱappropriateȱtoȱprovideȱaȱbasisȱforȱourȱaudit
opinion.



BoardȱofȱDirectors
BraidyȱIndustries,ȱInc.
ReportȱofȱIndependentȱAuditors,ȱcontinued

Opinion

Inȱourȱopinion,ȱ theȱ financialȱ statementsȱ referredȱ toȱ aboveȱpresentȱ fairly,ȱ inȱ allȱmaterialȱ respects,ȱ theȱ financial
positionȱofȱtheȱCompanyȱasȱofȱDecemberȱ31,ȱ2017ȱandȱ2016,ȱandȱtheȱresultsȱofȱitsȱoperationsȱandȱitsȱcashȱflowsȱfor
theȱyearȱendedȱDecemberȱ31,ȱ2017ȱandȱ forȱ theȱperiodȱ fromȱAugustȱ26,ȱ2016ȱ (inception)ȱ throughȱDecemberȱ31,
2016,ȱinȱaccordanceȱwithȱaccountingȱprinciplesȱgenerallyȱacceptedȱinȱtheȱUnitedȱStatesȱofȱAmerica.

EmphasisȱofȱMatterȱȬȱCommonȱControlȱEntitiesȱPresentation

Asȱdiscussedȱ inȱNoteȱ 1ȱ toȱ theȱ financialȱ statements,ȱ theȱCompanyȱhasȱ reflectedȱ inȱ theȱ financialȱ statementsȱ the
resultsȱofȱBraidyȱIndustriesȱLLCȱdueȱtoȱcommonȱcontrolȱfromȱitsȱinceptionȱonȱAugustȱ26,ȱ2016ȱthroughȱtheȱMarch
3,ȱ2017ȱconversionȱintoȱBraidyȱIndustries,ȱInc.ȱȱOurȱopinionȱisȱnotȱmodifiedȱwithȱrespectȱtoȱthisȱmatter.

EmphasisȱofȱMatterȱȬȱDevelopmentȱStageȱEntity

Asȱdiscussedȱ inȱNoteȱ 1ȱ toȱ theȱ financialȱ statements,ȱ theȱCompanyȱ isȱ earlyȱ inȱ itsȱ operationsȱ andȱ facesȱvarious
startupȱchallengesȱasȱitȱcontinuesȱtoȱraiseȱfunds,ȱassessȱstrategicȱacquisitionsȱandȱdevelopȱitsȱmill.ȱȱManagementȇs
plansȱ inȱregardȱtoȱtheseȱmattersȱareȱalsoȱdescribedȱ inȱNoteȱ1.ȱ ȱOurȱopinionȱ isȱnotȱmodifiedȱwithȱrespectȱtoȱthis
matter.

EmphasisȱofȱMatterȱȬȱSubsequentȱEvents

Asȱdiscussedȱ inȱNoteȱ11ȱtoȱtheȱfinancialȱstatements,ȱtheȱCompanyȱexperiencedȱsignificantȱeventsȱsubsequentȱto
theȱbalanceȱsheetȱdate.ȱȱOurȱopinionȱisȱnotȱmodifiedȱwithȱrespectȱtoȱthisȱmatter.

Septemberȱ18,ȱ2018
Lexington,ȱKentucky
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BRAIDY INDUSTRIES, INC. and BRAIDY INDUSTRIES LLC

Notes to the Combined Financial Statements, continued

11. Subsequent Events

Management  has  evaluated  subsequent  events  for  accounting  and  disclosure  requirements  through
September 18, 2018, the date that the combined financial statements were available to be issued.

Equity Raise

Through  September  14,  2018,  the Company  has  raised  an  additional  $75 million  of  equity  through  stock
issuance.  Management plans to primarily utilize these funds to advance Veloxint operations, working capital
and investment into the mill (see Note 6).

Preferred Stock Conversion

In March  2018,  all  outstanding  shares  of preferred  stock were  converted  to  an  equal number  of  shares  of
common stock.  The conversion negated the contingent redemption features of all of the preferred stock except
for those shares discussed in Note 6. 

Veloxint Acquisition

On March  2,  2018,  the Company  closed  on  its  acquisition  of Veloxint  (see Notes  1  and  5).   Consideration
included the following: 2,626,930 shares of common stock, 357,449 stock options and the $2 million note (see
Note 5).   Management  is  in  the process of determining  the  fair value of  the consideration provided, assets
acquired,  liabilities  assumed  and  the  appropriate  acquisition  accounting.  The  following  table  reflects  the
provisional consideration and opening balance sheet values subject to change:

Consideration:
Common stock shares provided (valued at $10 per

share) $ 26,269,300
Stock option plan assumed and converted to Braidy

Industries, Inc. share options  1,235,492
Forgiveness of note receivable (Note 5) 2,000,000
Buyout of certain owner stock 198,644

Fair value of total consideration $ 29,703,436
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BRAIDY INDUSTRIES, INC. and BRAIDY INDUSTRIES LLC

Notes to the Combined Financial Statements, continued

11. Subsequent Events, continued

Veloxint Acquisition, continued

Recognized amounts of identifiable assets acquired
and liabilities assumed:

Cash and cash equivalents $ 2,108,940
Accounts receivable 168,363
Prepaids and other current assets 54,209
Property, plant and equipment 561,476
Intangible assets (may include goodwill) 27,454,297
Other long‐term assets 44,156
Accounts payable and accrued liabilities (688,005)
Total identifiable net assets $ 29,703,436

Loan to Shareholder

On  March  2,  2018,  the  Company  made  a  full‐recourse,  secured  loan  to  the  chief  executive  officer  and
shareholder for $15,018,750. The terms of the loan were approved by the Companyʹs Board of Directors with
an  interest  rate based on  the prime  rate and a due date of August 2, 2019.   During 2018  the note has been
reduced by $12,380,241 of receipts (including $361,491 of interest), leaving a balance on the note of $3,000,000
as of September 18, 2018.  Management expects the remainder to be collected by the end of September 2018.

Equity Incentive Plan

Effective February 28, 2018, the Company implemented a variety of employee incentive stock programs and
allocated  3,500,000  of  common  shares  for  the  programs. Management  expects  future  combined  financial
statements will be impacted by these programs.

Building Lease

In July 2018, Veloxint entered into a building lease which terminates in 7 years and includes annual minimum
payments of approximately $1,000,000. Management has determined  that  the building allocated part of  the
lease will be  treated as a capital  lease while  the portion allocated  to  the  land will be deemed an operating
lease. 

NanoAL Acquisition

On  September  18,  2018,  the Company  acquired  all  of  the membership  units  of NanoAL LLC,  a materials
research and technology company focused on high‐performance aluminum alloys, for $4,200,000, including a
$1,200,000 prepayment on an earnout calculation which runs through December 31, 2028.   If recoupment does
not  occur within  five  years, members will  be  responsible  to  reimburse  the Company  for  the  unrecouped
portion of  the  advance.   Due  to  the  timing of  the  acquisition, management has not had  an opportunity  to
construct a preliminary opening balance sheet. 
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