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K (the “Annual Report”) contains forward

K includes the accounts of DropCar, Inc. (“DropCar”) and its current and former 
owned subsidiaries collectively referred to as “we”, “us”, “our” or the "Company". United States

– Suisun City, Inc. (the “Suisun City Operations”). The Suisun 



PART 1

ITEM 1 – BUSINESS

Recent Developments

Merger and Asset Sale

corporation and a wholly owned subsidiary of ours (“Merger Sub”), and AYRO,
corporation (“AYRO”) (the “AYRO Merger Agreement”), pursuant to which, among other matters, and subject to the 

AYRO, with AYRO continuing as our wholly owned subsidiary and the surviving corporation of the merger (the “AYRO 
Merger”).

Also on December 19, 2019, we entered into an asset purchase agreement (the “Asset Purchase Agreement”) by 

(“DropCar Operating”), DC Partners Acquisition, LLC (“DC Partners”), Spencer Richardson and David Newman, pursuant 

respectively (the “Asset Sale Transaction”). The aggregate purchase price for the purchased assets consists of the 

s the assumption of certain liabilities relating to, or arising out of, workers’ 

focus its resources on executing AYRO’s current business plan.

Nasdaq Hearing

On September 6, 2019, we received notification from The Nasdaq Stock Market (“Nasdaq”) stating that we did 

“Listing Rule”). In accordance with Nasdaq listing rules, we were afforded 180 calendar days (until March 4, 2020) to 

March 12, 2020, we requested a hearing to appeal the determination with the Nasdaq Hearings Panel (the “Panel”), which 
will stay the delisting of our securities pending the Panel’s decision. The hearing is scheduled for April 

Exchange Agreements

into separate exchange agreements (the “Exchange Agreements”) with the 
(the “Series H 5 Shares”), par value $0.0001 per share,

(the “Series H 6 Shares”), par 
value $0.0001 per share (the “Exchange”). The Exchange closed on February 5, 2020. The purpose of the exchange was to 



(the “Series H 6 Certificate of Designation”) with the Secretary of State of the State of Delaware, establishing and 

Shares and each share has a stated value of $72.00 (the “H 6 Stated Value”). Each Series H

Business

Overview

based Enterprise Vehicle Assistance and Logistics (“VAL”) 
platform and mobile application (“App”) to assist consumers and automotive

On the enterprise side, original equipment manufacturers (“OEMs”), dealers, and other service providers in the 



How DropCar Works

BusinesstoConsumer (“B2C”)

● —

BusinesstoBusiness (“B2B”)

● —

vehicle’s native software (e.g., OnStar®)) for seamless scheduling, maintenance and delivery services. 

● — Strong growth in “e hailing” and shared mobility/car 

aintenance services for a customer’s fleet 

● —

—
where our “virtual garage” provides consumers greater flexibility with transportation



DropCar Informatics

Vertical Integration and Future of Automotive Space

● —

predictability of our clients’ needs across these respective services, we may seek to acquire assets and 

● —

traditional automobile ownership. We continue to offer our “micro logistics support services” for the 

Sales and Marketing

Employees

Properties

Intellectual Property



Competition

● —

billed in advance of the month’s usage, and by seeking to more effectively optimize valet utilization 

● —

term parking solutions creates a simpler “one stop shop” experience which we believe is 

● —



Government Regulation

ITEM 1A – RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully consider the risk factors set forth
in our most recent annual and quarterly filings with the SEC before purchasing our securities. The risks and uncertainties
we have described are not the only ones we face. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also affect our operations. The occurrence of any of these risks might cause you to lose all
or part of your investment in the offered securities.

Risks Related to the AYROMerger

There is no assurance when or if the AYRO Merger will be completed. Any delay in completing the AYRO Merger may
substantially reduce the intended benefits that we and AYRO expect to obtain from the AYRO Merger.

In addition, if the AYRO Merger Agreement is terminated and our or AYRO’s board of directors determines to 

DropCar’s board of directors ( the “Board of Directors”) may elect to, among other things, divest all or a portion 

The issuance of shares of our common stock to AYRO stockholders in the AYRO Merger will substantially dilute the
voting power of our current stockholders. Having a minority share position may reduce the influence that current
stockholders have on our management.

of AYRO common stock for an aggregate purchase price of $2.0 million (the “AYRO Private Placement”) shares and upon 

of 1,750,000 shares of AYRO common stock at an exercise price of $0.0001 per whole share (the “ funded Warrants”), 

excluding certain warrants, options and restricted stock units (“RSUs”); and the financial advisor to us and AYRO will 



Because the lack of a public market for AYRO common stock makes it difficult to evaluate the fairness of the AYRO
Merger, AYRO stockholders may receive consideration in the AYRO Merger that is greater than or less than the fair
market value of AYRO common stock.

Our directors and officers and AYRO’s directors and officers may have interests in the AYRO Merger that are different
from, or in addition to, those of our stockholders and AYRO stockholders generally that may influence them to support
or approve the AYRO Merger.

Our officers and directors and AYRO’s officers and directors may have interests in the AYRO Merger 

AYRO’s executive officers are expected to continue to serve as our executive officers after the completion of the AYRO 

officers and AYRO’s directors and executive officers also have certain rights to indemnification or to directors’ and 
officers’ liability insurance that will survive the completion of the AYRO Merger. These interests may have influenced our 
directors and executive officers and AYRO’s directors and executive officers to suppo

The announcement and pendency of the AYRO Merger could have an adverse effect on our or AYRO’s business, 
financial condition, results of operations or business prospects.

The announcement and pendency of the AYRO Merger could disrupt our and/or AYRO’s businesses in the 

● our or AYRO’s current and prospective employees could experience uncertainty about their future roles 
company, and this uncertainty might adversely affect our or AYRO’s ability to 

● the attention of our or AYRO’s management may be directed towards the completion of the AYRO 
related considerations and may be diverted from our or AYRO’s day

●

●



During the pendency of the AYROMerger, the company or AYRO may not be able to enter into a business combination
with another party and will be subject to contractual limitations on certain actions because of restrictions in the AYRO
Merger Agreement.

Covenants in the AYRO Merger Agreement impede our or AYRO’s ability to make acquisitions or complete 

funded Warrants to be issued in a nominal stock subscription (the “Nominal Stock Subscription”). As 

Certain provisions of the AYROMerger Agreement may discourage third parties from submitting competing proposals,
including proposals that may be superior to the arrangements contemplated by the AYRO Merger Agreement.

The rights of AYRO stockholders who become our stockholders in the AYRO Merger and our stockholders following
the AYRO Merger will be governed by an amended and restated charter and amended and restated bylaws.

tional documents and bylaws, rather than being governed by AYRO’s organizational documents 

stockholders’ approval, and our bylaws will be amended an

The Exchange Ratio is not adjustable based on the market price of our common stock, so the merger consideration at
the closing may have a greater or lesser value than at the time the AYRO Merger Agreement was signed.

their shares of preferred stock convert (the “Exchange Ratio”).

AYRO’s equity capitaliza



If the AYRO Merger does not qualify as a reorganization under Section 368(a) of the Internal Revenue Code of 1986,
as amended, or is otherwise taxable to U.S. AYRO equity holders, then such holders may be required to pay U.S. federal
income taxes.

g of Section 368(a) of the Code. If the Internal Revenue Services (the “IRS”) or a court determines that the AYRO 

We have incurred, and expect to continue to incur, substantial expenses related to the AYRO Merger.

exceed estimates and may have an adverse effect on the combined company’s financial condition and operating results.

Failure to complete the AYRO Merger could negatively affect the value of our common stock and the future business
and financial results of both us and AYRO.

If the AYRO Merger is not completed, our ongoing businesses and AYRO’s ongoing business, as the case may 

●

●

●

The AYROMerger is expected to result in a limitation on the combined company’s ability to utilize its net operating loss 
carryforward.

Under Section 382 of the Code, use of our net operating loss carryforwards (“NOLs”) will be limited if we 

The opinion received by our Board of Directors from Gemini has not been, and is not expected to be, updated to reflect
changes in circumstances that may have occurred since the date of the opinion.



The AYRO Merger may be completed even though material adverse changes may result from the announcement of the
AYRO Merger, industrywide changes or other causes.

●
●
●
●

●
●

●
to any of our products or AYRO’s products;

●

●
●

We and AYRO may become involved in securities litigation or stockholder derivative litigation in connection with the
AYRO Merger, and this could divert the attention of our management and AYRO’s management and harm the combined 
company’s business, and insurance coverage may not be sufficient to cover all related costs and damages.

management’s attention and resources, which could adversely affect our business, the AYRO business and the combined 

Risks Related to the Asset Sale Transaction

While the Asset Sale Transaction is pending, it creates unknown impacts on our future which could materially and
adversely affect our business, financial condition and results of operations.

The failure to consummate the Asset Sale Transaction may materially and adversely affect our business, financial
condition and results of operations.

●

●



●

●

●

●

Some of our executive officers have interests in the Asset Sale Transaction that may be in addition to, or different from,
the interests of our stockholders.

Risks Related to Our Business Prior to the Consummation of the AYROMerger

We have a history of losses and may be unable to achieve or sustain profitability.

Historical losses and negative cash flows from operations raise doubt about our ability to continue as a going concern.

We have a limited operating history which makes it difficult to predict future growth and operating results.

We will require substantial additional funding, which may not be available on acceptable terms, or at all.



Because our VAL platform operates in a relatively new market, we must actively seek market acceptance of our services,
which we expect will occur gradually, if at all.

Future growth may place significant demands on our management and infrastructure.

Competition for staffing, shortages of qualified drivers and union activity may increase our labor costs and reduce
profitability.

Deterioration in economic conditions in general could reduce the demand for our services and damage our business
and results of operations.

Our business, results of operations and financial condition may be materially adversely impacted by public health
epidemics, including the recent coronavirus outbreak



We expect to face intense competition in the market for innovative logistics, valet and car storage services, and our
business will suffer if we fail to compete effectively.

Our longterm sustainability relies on our ability to anticipate or keep pace with changes in the marketplace and the
direction of technological innovation and customer demands.

Our growth depends on our ability to gain sustained access to a sufficient number of parking locations on commercially
reasonable terms that offer convenient access in reaching our clients.

If we fail to successfully execute our growth strategy, our business and prospects may be materially and adversely
affected.

Wemay experience difficulties demonstrating the value to customers of newer, higher priced and higher margin services
if they believe existing services are adequate to meet end customer expectations.



If efforts to build and maintain strong brand identity are not successful, we may not be able to attract or retain clients,
and our business and operating results may be adversely affected.

to a customer’s car could result in negative publicity, negative online reviews and damage our business.

We rely on thirdparty service providers to provide parking garages for our clients’ cars. If these service providers 
experience operational difficulties or disruptions, our business could be adversely affected.

party service providers to provide parking garages for our clients’ cars. In particular, we rely 

de convenient access to our clients’ vehicles, it would be disruptive to our business, as we are dependent on suitable 
parking locations within relative proximity of our clients’ residences and business locations. This disruption could harm 

If we are unsuccessful in establishing or maintaining our businesstobusiness (B2B) model, our revenue growth could
be adversely affected.

We face risks related to liabilities resulting from the use of client vehicles by our employees.

We may experience difficulty obtaining coverage for certain insurable risks or obtaining such coverage at a reasonable
cost.

We maintain insurance for workers’ compensation, general liability, automobile liability, property damage and 



Our success depends on the continued reliability of the internet infrastructure.

on the development and maintenance of the internet infrastructure, along with our clients’ access to low

reduce clients’ access to 

System interruptions that impair access to our website or mobile application could substantially harm our business and
operating results.

If we are unable to protect confidential client information, our reputation may be harmed, and we may be exposed to
liability and a loss of clients.

Security breaches, loss of data and other disruptions could compromise sensitive information related to our business,
prevents us from accessing critical information or exposes us to liability, which could adversely affect our business and
reputation.



Future legislation or regulations may adversely affect our business and results of operations.

Seasonality may cause fluctuations in our financial results.

We depend on key personnel to operate our business, and the loss of one or more members of our management team,
or our failure to attract, integrate and retain other highly qualified personnel in the future, could harm our business.

We may become engaged in legal proceedings that could result in unforeseen expenses and could occupy a significant
amount of management’s time and attention.

occupy a significant amount of management’s tim

Our business is subject to interruptions, delays and failures resulting from natural or manmade disasters.



We have incurred significant increased costs as a result of operating as a public company, and our management is
required to devote substantial time to public company compliance requirements.

Failure to establish and maintain effective internal controls in accordance with Sections 302 and 404 of the Sarbanes
Oxley Act could have an adverse effect on our business and stock price.

We are required to comply with the SEC’s rules implementing Sections 30

ls can divert our management’s attention from other matters that are 

A material weakness in our internal controls could have a material adverse effect on us.

’s ability 



Provisions of our charter documents or Delaware law could delay or prevent an acquisition of the company, even if the
acquisition would be beneficial to our stockholders, and could make it more difficult for you to change management.

●

●

●
●

●

amended (the “Exchange Act”). It could apply, however, to a suit that falls within one or more of the categories enumerated 

of 1933, as amended (the “Securities Act”) creates concurrent jurisdiction for federal and state courts over all suits brough

This choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds 

Risks Relating to Our Financial Position and Need for Additional Capital

Our ability to use NOLs may be limited.



The Tax Cut and Jobs Act could adversely affect our business and financial condition.

On December 22, 2017, President Trump signed into law the “Tax Cuts and Jobs Act,” or TCJA, which 

nto effect the migration from a “worldwide” system of taxation 

Our principal stockholders and management own a significant percentage of our common stock and are able to exert
significant control over matters subject to stockholder approval.

tors’ perception that conflicts of interest may exist or arise.

The price of our common stock may be volatile and fluctuate substantially, and you may not be able to resell your shares
at or above the price you paid for them.

stock at or above the price they paid for it. The following factors, in addition to other factors described in this “Risk Factors” 

●
●
●
●
●
●
●

●
●
●
●
●
●
● changes in analysts’ earnings estimates;
●
●
●
●
●

●
●



We may be subject to securities litigation, which is expensive and could divert management attention.

n of our management’s attention and resources, 

Risks Related to Intellectual Property

Wemay not be able to adequately protect our intellectual property rights or may be accused of infringing the intellectual
property rights of third parties.

ITEM 1B – UNRESOLVED STAFF COMMENTS

.

ITEM 2 – PROPERTIES

operate under a month to month lease requiring 60 days’ notice. We believe our

ITEM 3 – LEGAL PROCEEDINGS

alleging such injuries were caused by either the customer, our valet operating the customer’s vehicle or an unknown dri
operating customer’s vehicle. We to date have cooperated with the New York City Police Department and no charges have 

On February 9, 2016, an employee of ours was transporting a customer’s vehicle when the vehicle caught fire. On 
of the vehicle’s owner) filed for indemnification and subrogation 



Labor (“DOL”) spread

to pay legal fees in the amount of $45,000 to the plaintiff’s counsel. As of December 31, 20

Proceedings by Former Employees

factual and legal defenses to Ms. Lewis’s claim. Since

– –

Qasim Khan

and a partial tear of the labrum. MRIs are reported to have revealed herniations in the plaintiff’s lumbar spine, as well as 

Evidence of the plaintiff’s having sought care for his left shoulder only weeks before this accident raises questions 

William Hart

end collision on July 15, 2017 in Manhattan, in which our driver struck the plaintiff’s 

darting in front of the rear vehicle abruptly. Here, our client driver does not dispute the plaintiff’s account, and thus lia



’s counsel has tendered the case to James River, 

impact nature of the collision; the plaintiff’s having refused medical treatment from nearby 

Daniel Gelbtuch

Martin Limchayseng

a vehicle operated and controlled by Martin Limchayseng, who was our driver, which said vehicle was owned by plaintiff’s

ITEM 4 –MINE SAFETY DISCLOSURES



PART II

ITEM5 – MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND 
ISSUER PURCHASES OF EQUITY SECURITIES

Price Range of Common Stock

Our common stock is currently traded on The Nasdaq Capital Market under the symbol “DCAR”.

Dividend Policy

Recent Sales of Unregistered Securities

Issuer Purchases of Equity Securities

ITEM 6  SELECTED FINANCIAL DATA

ITEM 7 – MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS

The following management’s discussion and analysis should be read in conjunction with our historical financial 
statements and the related notes thereto. This management’s discussion and analysis contains forwardlooking statements,
such as statements of our plans, objectives, expectations and intentions. Any statements that are not statements of historical
fact are forwardlooking statements. When used, the words “believe,” “plan,” “intend,” “anticipate,” “target,” 
“estimate,” “expect” and the like, and/or future tense or conditional constructions (“will,” “may,” “could,” “should,” 
etc.), or similar expressions, identify certain of these forwardlooking statements. These forwardlooking statements are
subject to risks and uncertainties, including those under “Risk Factors” in our filings with the Securities and Exchange 
Commission that could cause actual results or events to differ materially from those expressed or implied by the forward
looking statements. Our actual results and the timing of events could differ materially from those anticipated in these
forwardlooking statements as a result of several factors.

Overview

Strategy

ogistics (“VAL”) platform and mobile application (“App”) to assist consumers and automotive



(“OEMs”), dealers, and other service providers in the 

business (“B2B”) and business consumer (“B2C”) services generate revenue and help 

suited to match a customer’s immediate needs. For example, certain car 

Merger with AYRO

Under the exchange ratio formula in the AYRO Merger Agreement (the “Exchange Ratio”), upon the closing of 



consummation of the AYRO Merger, shares of AYRO’s comm
purchase AYRO 's common stock for an aggregate purchase price of $2.0 million (the “AYRO Pre Closing Financing”). 

AYRO Merger Agreement (the “AYRO Voting Agreements”) and (ii)

of approval of the AYRO Merger Agreement (the “DropCar Voting Agreements”, and together with the AYRO Voting 
Agreements, the “Voting Agreements”).

“Lock Up Agreements”) pursuant to which they accepted certain restrictions on transfers of shares of our common stock 

the other party a termination fee of $1,000,000, or in some circumstances reimburse the other party’s reasonable expenses.

Agreement, dated December 19, 2019 (the “Loan Agreement”), by and among AYRO and the financial institution



Discontinued Operations – DropCar Operating

purchase agreement (“Asset Purchase Agreement”) by and among us,
corporation and our wholly owned subsidiary (“DropCar Operating”), and DC Partners Acquisition, LLC (the 
“Purchaser”), Spencer Richardson, our Co

ption of certain liabilities relating to or arising out of workers’ compensation claims that occurred prior to the closing 

Our Ability to Continue as a Going Concern

Merger with WPCS

On January 30, 2018, we completed our business combination with DropCar, Inc. (“Private DropCar”) in 

subsequently amended, by and among us, DC Acquisition Corporation (“WPCS Merger Sub”), and Private DropCar (as 
amended, the “WPCS Merger Agreement”), pursuant to which WPCS Merger Sub merged with and into Private DropCar, 
with Private DropCar surviving as our wholly owned subsidiary (the “WPCS Merger”). On January 30, 2018, in connection 

“Reverse Stock Split”), and on January 30, 2018, immediately after completion of the WPCS Merger, we changed our 
name to “DropCar, Inc.”

ssued shares of our common stock to Private DropCar’s 
stockholders, at an exchange ratio of 0.3273 shares of our common stock (the “WPCS Exchange Ratio”), after taking into 

determined through arms’

Divestiture of Suisun City Operations, a wholly owned subsidiary of DropCar, Inc.

City, Inc. (the “Suisun City Operations”), our wholly owned subsidiary. In accordance with 



Recent Developments

Nasdaq Hearing

On September 6, 2019, we received notification from The Nasdaq Stock Market (“Nasdaq”) stating that we did 

“Listing Rule”). In accordance with Nasdaq listing rules, we were afforded 180 calendar days (until March 4, 2020) to 

March 12, 2020, we requested a hearing to appeal the determination with the Nasdaq Hearings Panel (the “Panel”), which 
will stay the delisting of our securities pending the Panel’s decision. The hearing is scheduled for April 16, 2020

Exchange Agreements

parate exchange agreements (the “Exchange Agreements”) with the 
(the “Series H 5 Shares”), par value $0.0001 per share,

(the “Series H 6 Shares”), par 
value $0.0001 per share (the “Exchange”). The Exchange closed on February 5, 2020. The purpose of the exchange was to 

(the “Series H 6 Certificate of Designation”) with the Secretary of State of the State of Delaware, establishing and 

Shares and each share has a stated value of $72.00 (the “Stated Value”). Each Series H

Securities Offerings

Private Placements

Preferred Stock, par value $0.0001 per share (the “Se 4 Shares”), and warrants to purchase 447,383 shares of our 
common stock, with an original exercise price of $15.60 per share, subject to adjustments (the “Series H 4 Warrants”). The 



Preferred Stock (the “Series H 4 Certificate of Designation”) with the Secretary of State of the State of Delaware, 

4 Shares and each share has a stated value of $235.50 (the “H 4 Stated Value”). Each share of Series H

initial exercise date. As described above under “Recent 
– Exchange Agreements,” on February 5, 2020, we entered into Exchange Agreements with the holders of 

Warrants

Company, with an exercise price of $0.792 per share, subject to adjustments (the “H rants”). Subject to certain 

beneficial ownership by the holder of more than 9.99% of the Company’s outstanding shares.

funded Series K warrants (the “Series K Warrants”) and received aggregate proceeds of $16,667.

On April 19, 2018, we entered into separate Warrant Exchange Agreements (the “Warrant Exchange 
Agreements”) with the holders (the “Merger Warrant Holders”) of existing merger warrants (the “Merger Warrants”) to 

(collectively, the “Series I Warrants”). The Series I Warrants have an exercise price of $13.80 per share. In connection 

On August 31, 2018, we offered (the “Repricing Offer Letter”) to the holders (the “Holders”) of our outstanding 
March 8, 2018 (the “Series H 4 Warrants”) the opportunity to 

4 Warrants for cash at a reduced exercise price of $3.60 per share (the “Reduced Exercise Price”) 
tember 4, 2018 (the “End Date”). The Series 

issued a “reload” warrant (the “Series 
J Warrants”) to each Holder who exercised their Series H



on September 10, 2018, we entered into an amendment (the “Warrant Amendment”) with the holders of the Series H

Consulting Agreement, Related Parties

On July 11, 2018, we entered into a consulting agreement (the “Consulting Agreement”) with Ascentaur, LLC 
(“Ascentaur”). Sebastian Giordano is the Chief Executive Officer of Ascentaur. Mr. Giordano has served on our board of 

sale of our WPCS International Incorporated (“WPCS”) business segment, providing assi

segment and (iii) reimbursement for reasonable and customary business expenses incurred in connection with Ascentaur’s 

Palladium Capital Advisors (“Palladium”) has provided investment banking services in connection with the 



Results of Operations

Years Ended
December 31,

2019 2018
(in millions)

Components of Statements of Operations

General and Administrative.

Discontinued Operations

DropCar Operating



Years Ended December 31,
2019 2018

SERVICE REVENUES
COST OF REVENUE
GROSS PROFIT (LOSS)

OPERATING EXPENSES

TOTAL OPERATING EXPENSES

OPERATING LOSS

LOSS FROM DROPCAR DISCONTINUED OPERATIONS
INCOME FROM SUISUN CITY DISCONTINUED
OPERATIONS
LOSS FROM OPERATIONS OF DISCONTINUED
COMPONENTS

LOSS ON SALE OF SUISUN CITY COMPONENT
LOSS FROM DISCONTINUED OPERATIONS

December 31,
2019 2018

Suisun City Operations



Critical Accounting Policies and Estimates

Stockbased compensation

Comparison of Years Ended December 31, 2019 and 2018– Continuing Operations

General and Administrative

Interest Expense



Liquidity and Capital Resources

$2.5 million and $2.9 million, respectively. At December 31, 2019, we had an ac

continue. At December 31, 2019, we had cash and cash equivalents of $4.3 million. At these 

Company’s ability to continue as a going concern.

31, 2019. Note 2 to our financial statements includes management’s discussion on our ability 



Cash Flows

Operating Activities – Continuing Operations

Investing Activities – Continuing Operations

Financing Activities – Continuing Operations

OffBalance Sheet Arrangements

We did not engage in any “off balance sheet arrangements” (as that term is defined in Item 303(a)(4)(ii) of 

ITEM 7A – QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

ITEM 8 – FINANCIAL STATEMENTS

ITEM 9 – CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE



ITEM 9A – CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and procedures.

(b) Management’s report on internal control over financial reporting.

Management’s internal control over financial reporting includes those policies and procedures that (i) pertain to 

regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could 

such that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial 

of the Company’s internal control over financial reporting as of December 31, 2019 based on the criteria set forth in Interna
—

Commission ("COSO"). Based on management’s assessment, the Company’s Chief Executive Officer and Chief Financial 

A. Control environment, control activities and monitoring:

●

●

the Company’s control activities, primarily as a result of the Company’s limited number of employees.



B. Review of the Financial Reporting Process:

(c) Changes in internal control over financial reporting.

management’s 

ITEM 9B – OTHER INFORMATION



PART III

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The Board of Directors

Name Age Position(s)
Executive Officers

NonEmployee Directors

Employee Directors

Spencer Richardson

closing of the business combination with DropCar, Inc. (“Private DropCar”) in accordance with the terms of the Agreement 

Acquisition Corporation (“WPCS Merger Sub”), and Private DropCar (as amended, the “WPCS Merger Agreement”), 

owned subsidiary (the “WPCS Merger”), and prior to that time, served as a member of the board of directors of Private 

retention, and engagement. In 2012, Forbes Magazine selected Mr. Richardson as a “30 Under 30” innovator. Mr. 

David Newman



NonEmployee Directors

Sebastian Giordano

dano’s qualifications to sit on the Board of Directors include his broad management experience, including 

Greg Schiffman

Mr. Schiffman’s qualifications to sit on the Board of Directors include his financial background, business 

Zvi Joseph

Mr. Joseph’s qualifications to sit on the Board of Directors include his legal experience and education.

Solomon Mayer

Mr. Mayer’s qualifications to sit on the Board of Directors in



Joshua Silverman

Mr. Silverman’s qualifications to sit on the Board of Directors include his experience as an investment banker, 

Officers

Mark Corrao

–

Director Independence

f Directors are “independent directors” as defined by The Nasdaq Stock Market: Zvi Joseph, 

Meetings and Committees of the Board of Directors

Audit Committee

the Board (the “Audit Committee”) consists of Greg Schiffman, Zvi Joseph and Solomon Mayer, with Mr. Schiffman 
man of the Committee. The Board has determined that all of the members are “independent” as that term 

Schiffman qualifies as an “audit committee financial expert” pursuant to Item 407(d)(5) of Regulation S



The Audit Committee is responsible for overseeing the Company’s corporate accounting, financial reporting 
the Company’s financial statements and reports. 

In addition, the Audit Committee oversees the qualifications, independence and performance of the Company’s 
independent auditors. In furtherance of these responsibilities, the Audit Committee’s duties include

independent auditors and engaged on the Company’s account and any conflicts or disagreements between the independent 

Company’s annual or transition report on F
of the auditors’ review of the Company’s quarterly financial statements; conferring with management and the independent 

Compensation Committee

During the fiscal year ended December 31, 2019, the Compensation Committee of the Board (the “Executive 
Committee”) held 7 meetings. The Compensation Committee consists of Zvi
appointed as Chairman of the Committee. The Board has determined that all of the members are “independent” as that term 

Nominating Committee

During the fiscal year ended December 31, 2019, the Nominating Committee of the Board (“Nominating 
Committee”) held 2 meetings. The N
appointed as Chairman of the Committee. The Board has determined that all of the members are “independent” as that term 

Board’s performance; recommending to the Board director nominees for each committee; making recommendations 

Delinquent Section 16(a) Reports

Section 16(a) of the Exchange Act requires the Company’s officers and directors, and persons who own more 
than ten percent of a registered class of the Company’s equity securities, to file reports of securities ownership and change



Section 16(a) filing requirements applicable to the Company’s directors and officers were timely met during the fiscal year 

Code of Ethics

The Company adopted a Code of Ethics that applies to all employees, including the Company’s principal executive 

is posted on the Company’s website, www.dropcar.com.

Item 11. EXECUTIVE COMPENSATION

Summary Compensation Table

31, 2019 and 2018 by the Company’s (i) Chief Executive Officer and (ii) most highly compensated executive officer other 

are collectively referred to as the “named executive officers”).

Employment Contracts and Termination of Employment and ChangeInControl Arrangements

Employment Agreement with Spencer Richardson

pursuant to which he serves as the Company’s Chief Executive Officer. The employment agreement provides for an initial 

of $250,000 in connection with the closing of the WPCS Merger; (c) quarterly bonuses of at least $12,500; (d) mi
bonus payments based on the Company’s achievement of certain specified milestones; and (e) allowances for automobile, 

grants based on the Company’s achievement of certain specified milestones.



In the event that Mr. Richardson’s employment with the Company 
“cause” (including as a result of death or disability) following the end of the initial term, (b) by Mr. Richardson for “good
reason”, or (c) due to non
months’ of salary continuation, (y) $100,000 (such amount representing the guaranteed quarterly bonus for 24 months), 

Employment Agreement with David Newman

pursuant to which he serves as the Company’s Chief Business Development Officer. The employment agreement provides 

bonus payment of $250,000 in connection with the closing of the WPCS Merger; (c) quarterly bonuses of at least $12,500; 
(d) milestone bonus payments based on the Company’s achievement of certain specified milestones; and (e) allowances 

based on the Company’s achievement of certain specified milestones.

In the event that Mr. Newman’s employment with the Company is terminated (a) by the Company without “cause” 
(including as a result of death or disability) following the end of the initial term, (b) by Mr. Newman for “good reason”, or

vide (x) 24 months’ of salary 

Employment Agreement with Paul Commons

Mr. Commons agreed to serve as the Company’s Chief Financial Officer. The employment agreement provided for an 

In the event that Mr. Commons’s employment with the Company was terminated (a) by the Company without 
“cause” or (b) by Mr. Commons for “good reason” at any time dur

Mr. Commons’s employment as the Company’s Chief Financial Officer terminated on February 28, 2019. Upon 



OUTSTANDING EQUITY AWARDS AT FISCAL YEAREND

Director Compensation

month. Effective on May 15, 2018, the Company’s directors’ received annual compensation of $30,000 and the Chairperson 
$120,000 per year for their service on the Board, with the exception that Mr. Giordano’s 



will receive a transaction payment, payable in cash, shares of the Company’s common stock or shares of a successor 
company’s common stock, at the discretion of the Company (each, a “Transaction Payment”). Mr. Silverman will receive 

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDERMATTERS

common stock based on the Company’s review of filings with the SEC; (ii) each director; (iii) each named executive 

the Company’s 1

Name and Address of Beneficial Owner
Number of
Shares Owned

Percentage of
Class

Named Executive Officers and Director

—

Greater than 5% Shareholders

Mr. Richardson’s total includes 181,429 shares of 

Mr. Newman’s total includes 184,960 shares of common stock and options to purchase 97,302 shares of 



Mr. Giordano’s total includes options to purchase 50,428 shares of common stock that are exercisable 

Mr. Joseph’s total includes options to purchase 2,033 shares of

Mr. Mayer’s total includes options to purchase 2,033 shares of common stock that are exercisable within 

Mr. Silverman’s total includes 5,852 shares of

Mr. Schiffman’s total inc

Iroquois Master Fund (“IMF”) is a private investm
(“Iroquois Capital”) is an investment adviser that provides investment advisory services to IMF. Iroquois 
Capital Investment Group LLC (“ICIG”) is a private investment fund. Richard Abbe shares authority 



Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information about the Company’s Amended and Restated 2014 Equity Incentive 
Plan (as amended, the “2014 Plan”):

Plan Category

(a) Number of
securities to be
issued upon
exercise of
outstanding
options,

warrants and
rights

Weighted
average exercise

price of
outstanding
options,

warrants and
rights

Number of
securities
available for
future issuance
under equity
compensation
plans excluding
securities
reflected in
column (a)

Item 13. CERTAIN RELATIONSHIPS ANDRELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

person’s interest in the transaction, and whether the transaction is on terms no less favorable to 

Indemnification Agreements

indemnification of expenses such as attorneys’ fees, judgments, penalties fines and settlement 

of the person’s services as a director or executive officer.

Ascentaur LLC Agreement

On July 11, 2018, we entered into a consulting agreement (the “Consulting Agreement”) with Ascentaur, LLC 
(“Ascentaur”). Sebastian Giordano is the Chief Executive Officer of Ascentaur, LLC. Pursuant to the terms of the 

Company on the sale of the Company’s WPCS International business segment, providing assistance to the Company in 

pertaining to the Company’s business as the Company and Ascentaur may fr

upon the closing of the sale of the Company’s WPCS International business segment and (iii) reimbursement for reasonable 
and customary business expenses incurred in connection with Ascentaur’s performance under the Consulting Agreem

AYRO Merger and Asset Sale

Inc., a Delaware corporation and a wholly owned subsidiary of ours (“Merger Sub”), and AYRO,
rporation (“AYRO”) (the “AYRO Merger Agreement”), pursuant to which, among other matters, and subject to the 

our wholly owned subsidiary and the surviving corporation of the merger (the “AYRO 
Merger”).



tered into an asset purchase agreement (the “Asset Purchase Agreement”) by 

(“DropCar Operating”), DC Partners Acquisition, LLC (“DC Partners”), Spe

respectively (the “Asset Sale Transaction”). The aggregate purchase price for the purchased assets consists of the 

each of Messrs. Richardson and Newman, plus the assumption of certain liabilities relating to, or arising out of, workers’ 

focus its resources on executing AYRO’s current business plan.

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

accounting firm’s independence. The Chairman of the Audit Committee is authorized to grant such pre

Company’s annual financial statements for the year ended December 31, 2019 and Eisn
Company’s annual financial statements for the year ended December 31, 2018 and fees billed for other services rendered 

2019 2018
Audit Fees:(1)
AuditRelated Fees:(2)
Tax Fees:(3) —
All Other Fees:(4) —
Total

Audit Fees

AuditRelated Fees

Tax Fees

All Other Fees
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Opinion on the Financial Statements

“Company”) as of December 31, 2019, and the related consolidated statements of operations, stockholders’ equity and cash 
“financial statements”). 

The Company’s Ability to Continue as a Going Concern

conditions, among others, raise substantial doubt about the Company’s ability to continue as a going concern. 
Management’s plans in regar

Basis for Opinion

These financial statements are the responsibility of the Company’s manageme
an opinion on the Company’s financial statements based on our audit. We are a public accounting firm registered with the 

ny’s internal control over financial reporting. Accordingly, we express no such opinion.

/s/ Friedman LLP

We have served as the Company’s auditor since 2019.



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Opinion on the Financial Statements

“Company”) as of December 31, 2018, and the related consolidated statements of operations, stockholders’ equity, and 
the related notes (collectively referred to as the “financial statements”). In our 

Going Concern

doubt about its ability to continue as a going concern. Management’s plans in regard to these matters are also described in 

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audit. We are a public accounting firm registered with the 

ublic Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect 

Company’s internal control over financial reporting. Accordingly, we express no such opinion.

We served as the Company’s auditor from 2017 to 2019.



DropCar, Inc., and Subsidiaries
Consolidated Balance Sheets

December 31,
2019 2018

ASSETS

CURRENT ASSETS:

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY:

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY



DropCar, Inc., and Subsidiaries
Consolidated Statements of Operations

OPERATING EXPENSES

TOTAL OPERATING EXPENSES

OPERATING LOSS

LOSS FROM CONTINUING OPERATIONS

DISCONTINUED OPERATIONS

LOSS ON DISCONTINUED OPERATIONS

NET LOSS

NET LOSS ATTRIBUTABLE TO COMMON STOCKHOLDERS

AMOUNTS ATTRIBUTABLE TO COMMON STOCKHOLDERS

NET LOSS

LOSS PER SHARE FROM CONTINUING OPERATIONS:

LOSS PER SHARE FROM DISCONTINUED OPERATIONS:

NET LOSS PER SHARE:

WEIGHTED AVERAGE SHARES OUTSTANDING



CONDENSED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY 



DropCar, Inc., and Subsidiaries
Consolidated Statements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES:

NET CASH USED IN OPERATING ACTIVITIES  CONTINUING OPERATIONS
NET CASH USED IN OPERATING ACTIVITIES  DISCONTINUED OPERATIONS
NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

NET CASH PROVIDED BY INVESTING ACTIVITIES  CONTINUING OPERATIONS
NET CASH USED IN INVESTING ACTIVITIES  DISCONTINUED OPERATIONS
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:

NET CASH PROVIDED BY FINANCING ACTIVITIES  CONTINUING OPERATIONS
NET CASH USED IN FINANCING ACTIVITIES  DISCONTINUED OPERATIONS
NET CASH PROVIDED BY FINANCING ACTIVITIES

Cash, beginning of year

Cash, end of year

SUPPLEMENTAL CASH FLOW INFORMATION:

NONCASH FINANCING ACTIVITIES:



DropCar, Inc., and Subsidiaries

1. The Company

DropCar Operating Business

based Enterprise Vehicle Assistance and Logistics (“VAL”) platform 
and mobile application (“app”) assists consumers and automotive

relationship management (“CRM”) tools that enable their clients to schedule and track their vehicles for service pickup 
and delivery. The Company’s Mobility Cloud also provides access to private application programming interfaces (“APIs”) 

businesses can use to integrate the Company’s logistics and field support directly into their own 

On the enterprise side, original equipment manufacturers (“OEMs”), dealers, and other service providers in the 

Business (“B2B”) side of its business, where an interaction with a 

Company is scaling back its DropCar 360 Services on Demand Service (“360 Services”) for the Consumer portion of the 

and the discontinuation of the Company’s monthly parking with front door valet (“Steve”

Merger and Exchange Ratio WPCS

On January 30, 2018, DC Acquisition Corporation (“Merger Sub”), a wholly
International Incorporated (“WPCS”), completed its merger with and into DropCar, Inc. (“Private DropCar”), with Private 

bsidiary of WPCS. This transaction is referred to as the “WPCS Merger.” The 
WPCS Merger was effected pursuant to an Agreement and Plan of Merger and Reorganization (the “WPCS Merger 
Agreement”), dated September 6, 2017, by and among WPCS, Private DropCar a

receive approximately 0.3273 shares of WPCS’s common stock, par value $0.0001 per share (the “Exchange 
Ratio”). Following the closing of the WPCS Merger, holders of WPCS’s common stock immediately prior to the WPCS 

prior to the WPCS Merger owned approximately 77.1% on a fully diluted basis, of WPCS’s common stock.



DropCar, Inc., and Subsidiaries

Agreement and other factors, such as relative voting rights and the composition of the combined company’s board of 

DropCar, Inc. The combined company following the WPCS Merger may be referred to herein as “the 
combined company,” “DropCar,” or the “Company.”

Merger with AYRO

of DropCar (“ABC Merger Sub”), and Ayro, Inc., a Delaware corporation (“AYRO”), entered into an Agreement and Plan 
of Merger and Reorganization (the “AYRO Merger Agreement”), pursuant to which, among other matters, and subject to 

(the “AYRO Merger”).

DropCar common stock (the “DropCar Common Stock”) (after giving effect to a reverse stock split of DropCar Common 

DropCar shareholders (along with DropCar’s financial advisor) will own approximately 20% of the combined company 

convert (the “AYRO Exchange Ratio”). Upon completion of the 

split with respect to its issued and outstanding common stock. The reverse stock split will increase DropCar’s stock price 

consummation of the AYRO Merger, shares of Ayro’s common stock (or common stock equivalents) and warrants to 
purchase Ayro’s common stock for an aggregate purchase price of $2.0 million (the “AYRO Pre Closing Financing”). The 



DropCar, Inc., and Subsidiaries

approval by the stockholders of the Company and AYRO, the continued listing of the Company’s common stock on The 

AYRO. The impact of the Company’s appeal to The Nasdaq Stock Market as discussed below and COVID

all of their shares of AYRO capital stock in favor of adoption of the AYRO Merger Agreement (the “AYRO Voting 
Agreements”) and (ii) certain executive officers, directors and stockholders of the Company (solely in the
capacities as stockholders of the Company) holding approximately 10% of the Company’s outstanding common stock have 
entered into voting agreements with AYRO to vote all of their shares of the Company’s common stock in favor of approval 

AYRO Merger Agreement (the “DropCar Voting Agreements” and, together with the AYRO Voting Agreements, 
the “Voting Agreements”). The Voting Agreements include covenants with respect to the voting of such shares in favor of 

“Lock Up Agreements”) pursuant to which they accepted certain restrictions on transfers of shares of the Company’s 

e of $1,000,000, or in some circumstances reimburse the other party’s 

Discontinued Operations – DropCar Operating

into an asset purchase agreement (“Asset Purchase Agreement”)
Inc., a Delaware corporation and wholly owned subsidiary of the Company (“DropCar Operating”), and DC Partners 
Acquisition, LLC (the “Purchaser”), Spencer Richardson, our Co

ssumption of certain liabilities relating to or arising out of workers’ compensation 

the Company’s operations, and therefore, was presented as discontinued 

Discontinued Operations – Suisun City Operations

on the Company’s operations, and therefore, was presented as discontinued operations in the consolidated statement of 
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Trading of Company’s stock

The Company’s shares of common stock listed on The Nasdaq Capital Market, previously trading through the 
close of business on January 30, 2018 under the ticker symbol “WPCS,” commenced trading on The Nasdaq Capital 

Reverse Stock Split adjusted basis, under the ticker symbol “DCAR” on January 31, 2018.

On September 25, 2018, the Company received a notification letter from The Nasdaq Stock Market (the “Nasdaq”) 
consecutive business days, the bid price of the Company’s securities had closed 

indicating that the Company no longer complies with the minimum stockholders’ equity requirement under Nasdaq Listing 
Rule 5550(b)(1) for continued listing on The Nasdaq Capital Market because the Company’s stockholders’ equity of 

,466,776, as reported in the Company’s Quarterly Report on Form 10

with the minimum $1.00 bid price requirement for continued listing set forth in Listing Rule 5550(a)(2) (the “Listing 
Rule”). In accordance with Nasdaq listing rules, the 

that the Company’s common stock will be delisted from the Nasdaq Capital Market unless it requested an appeal of this 

Panel (the “Panel”), which will postpone the delisting of the Company’s securities pending the Panel’s decision. The 
hearing is scheduled for April 16, 2020. The Company’s appeal to the Panel included a plan that sets forth a commitment

14, 2020 in connection with the AYRO Merger, in order to bring the Company’s stock price over the $1.00 bid price 

the Company’s 

2. Liquidity and Going Concern

future and will need to raise additional capital to continue. The Company’s c
through March 2021. These factors raise substantial doubt about the Company’s ability to continue as a going concern for 

Management’s plan i

could occur, and the measures taken by the governments of countries affected could adversely affect the Company’s 
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3. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

.S. generally accepted accounting principles (“US GAAP”) and include the accounts of its wholly

– Suisun City, Inc. (the “Suisun City 
Operations”), a wholly

Acquisition Accounting

fair value of WPCS assets acquired and liabilities assumed was based upon management’s estimates assisted 

Management’s estimates of fair value a

 

 

Use of Estimates
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Cash

Accounts receivable

by regularly evaluating individual customer receivables and considering a customer’s financial condition, credit history 
and current economic conditions and set up an allowance for doubtful accounts when collection is uncertain. Customers’ 

Revenue Recognition

The Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2014

at a point in time. Revenue from a performance obligation satisfied over time is recognized by measuring the Company’s 

“transaction price”). In determining the transaction price, the Company considers multiple factors,

expect to be resolved and the amount of consideration that is susceptible to factors outside of the Company’s influence, 

The Company’s contracts are generally designed to provide cash fees to the 
agreed upfront rate based upon demand services. The Company’s performance obligation is satisfied over time as the 

Monthly Subscriptions

trip deliveries of the customer’s vehicle to a designa

On Demand Valet and Parking Services
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DropCar 360 Services on Demand Service

On Demand BusinessToBusiness

Employee StockBased Compensation

ns, restricted stock units (“RSUs”) and equity

price of the Company’s common stock on the grant date. For service

Property and Equipment

Capitalized Software

Standards Codification (“ASC”) Topic 350 50 — Intangibles — Website Development Costs. Such software is primarily 

Impairment of LongLived Assets

Income Taxes
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Fair Value Measurement

s for financial instruments in accordance with ASC 820, “Fair Value Measurements and 
Disclosures” (“ASC 820”). ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques 

–

–

–

Loss Per Share

Research and development costs, net

Adoption of New Accounting Standards
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●

●
●

The Company’s operating leases do not provide an implicit rate that can readily be determined. Therefore, the 

ervices to be used or consumed in a grantor’s own operations by issuing share

Recently Issued Accounting Standards

s not expected to have a material impact on the Company’s 

4. Discontinued Operations and Disposition of Operating Segments

DropCar Operating
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SERVICE REVENUES
COST OF REVENUE
GROSS PROFIT (LOSS)

OPERATING EXPENSES

TOTAL OPERATING EXPENSES

OPERATING LOSS

LOSS FROM DROPCAR DISCONTINUED OPERATIONS
INCOME FROM SUISUN CITY DISCONTINUED OPERATIONS
LOSS FROM OPERATIONS OF DISCONTINUED COMPONENTS

LOSS ON SALE OF SUISUN CITY COMPONENT
LOSS FROM DISCONTINUED OPERATIONS

Suisun City Operations
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5. Capitalized Software

6. Convertible Notes Payable

convertible notes (the “Notes”). The Notes all had a maturity date of one year from the date
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7. Commitments and Contingencies

Lease Agreements

Company’s New York City and Buenos Aires offices was approximately $58,000 and $158,000, respect

Litigation

City of New York, Bronx county originally served solely on an individual, the Company’s former customer, for injuries 
tiffs alleging such injuries were caused by either the customer, the Company’s valet operating the 

customer’s vehicle or an unknown driver operating customer’s vehicle. The Company to date has cooperated with the NYC 

Other

of Labor (“DOL”) regarding a claim filed by an employee. The DOL is investigating whether DropCar properly paid 

the Company owes spread of hours pay (an hour’s pay for each day an employee worked or was scheduled for a period 

management believes will not, either individually or in the aggregate, have a material adverse effect on DropCar’s business, 

y is required to pay legal fees in the amount of $45,000 to the plaintiff’s counsel. As of and for the year ended 
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8. Income Taxes

A reconciliation of the statutory U.S. Federal rate to the Company’s effective tax rate is as follows:

(“IRC”) Sections 382 and 383. The net operating loss and tax credit c

Revenue Code section, substantial changes in the Company’s ownership may limit the amount 
carryforwards that could be utilized annually in the future to offset the Company’s taxable income. Specifically, this 

year period. Any such annual limitation may significantly reduce the utilization of the Company’s net operating loss 
carryforwards before they expire. The closing of the Company’s merger alone or together with transactions that have 

amount of net operating loss carryforwards that could be utilized annually in the future to offset the Company’s taxable 
as the result of the Company’s additional sales of common stock by the Company 

could have a material adverse effect on the Company’s results of operations in future years.
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e are no liabilities from unrecognized tax benefits included in the Company’s consolidated balance sheets as 

9. Stockholders’ Equity

Common Stock

(c) recorded the difference as deemed dividend in the amount of $316,861. See below under “Warrants” 

provider and recorded $31,800 as general and administrative expense in the Company’s consolidated statements of 

Company’s consolidated statements of operations.

recorded $25,000 stock based compensation as part of general and administrative expenses in the Company’s consolidated 

Preferred Stock
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Series Seed

Series A

Series H Convertible Preferred Stock

value of $154 and is convertible into shares of the Company’s common stock (“common stock”), equal to the stated value 

the Company’s common stock calculated immediately after giving effect to the issuance of shares of common stock upon 

Series H1 and H2 Convertible Preferred Stock

Series H3 Convertible Preferred Stock

3 Shares (the “Series H 3 Certificate of Designation”).
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Series H4 Convertible Preferred Stock

the Company issued to the investors an aggregate of 25,472 shares of the Company’s Series H
Stock, par value $0.0001 per share (the “Ser 4 Shares”) convertible into 424,533 shares of common stock of the 

$15.60 per share (the “H 4 Exercise Price”), subject to adjustments (the “Series H 4 Warrants”). The purchase price per 

Convertible Preferred Stock (the “Certificate of Designation”) with the Secretary of State of the State of Delaware, 
4 Convertible Preferred Stock (the “Series 

4 Stock”). The Company designated up to 30,000 shares of Series H
(the “Stated Value”). Each share of Series H

per share (the “Conversion Price”), subject to a 9.99% blocker provision. The Series H

4 Stock. See “Exercise of Series H
J Warrants” below. On December 6, 2019, the Company entered into Series H

conversion price of $2.826 multiplied by the fair market value of $0.62 per shares results in $259,780. See “Issuance of 
5 Warrants”.
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at any time (i) the volume weighted average price (“VWAP”) of the Common Stock exceeds $35.10 for not less 
than ten (10) consecutive Trading Days (the “Mandatory Exercise Measuring Period”); (ii) the daily average number of 

Series H5 Convertible Preferred Stock

issued to the investors an aggregate of 34,722 shares of the Company’s newly designated Series H
Convertible Preferred Stock, par value $0.0001 per share (the “Series H 5 Stock”) convertible into 3,472,200 shares of 

Convertible Preferred Stock (the “H 5 Certificate of Designation”) with the Secretary of State of the State of Delaware, 
5 Convertible Preferred Stock (the “Series 

5 Stock”). The Company designated up to 50,000 shares of Series H
(the “Stated Value”). Each 
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Stock Based Compensation

Amended and Restated 2014 Equity Incentive Plan

The Company has one equity incentive plan, the 2014 Equity Incentive Plan (the “Plan”), with

Company’s equ
issuance thereunder by 285,417, which amendment was approved by the Company’s stockholders on November 15, 2018.

Service Based Restricted Stock Units and Common Stock

On February 28, 2018, the Company issued 244,643 restricted stock units (“RSUs”) to two members of 

market value of the Company’s closing stock price on the date of grant totaling $3,243,966, which was amortized over the 

Service Based Common Stock
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Service Based Warrants

Consulting Agreement

Modification Expense

date in accordance with the options’ original terms. The Company recorded a modification expense rel

premodification

postmodification

Employee and Nonemployee Stock Options
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Warrants

common stock (the “Merger Warrants”) issued in connection with the convertible debt 

On April 19, 2018, the Company entered into separate Warrant Exchange Agreements (the “Exchange 
Agreements”) with the holders (the “Merger Warrant Holders”) of existing warrants issued in the Merger (the “Merger 
Warrants”) to purchase shares of common stock, pursuant to which, on the closing date, the Merger Warrant Holders 

stock (collectively, the “Series I Warrants”). The Series I Warrants have an exercise price of $13.80 per share. In connectio

If at any time (i) the volume weighted average price (“VWAP”) of the Common Stock exceeds $27.60 for not less 
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On August 31, 2018, the Company offered (the “Repricing Offer Letter”) to the holders (the “Holders”) of the 
Company’s outstanding Series H
“Se 4 Warrants”) the opportunity to exercise such Series H
per share (the “Reduced Exercise Price”) provided such Series H
September 4, 2018 (the “End Date”). In addition, the Company issued a “reload” warrant (the “Series J Warrants”) to each 

defined in the Series J Warrant) for the Company’s common stock equals or exceeds $9.00 for not less than ten consecutive 

which resulted in the issuance of 260,116 shares of the Company’s common stock and Series J Warrants to purchase up to 
260,116 shares of the Company’s common stock. The Company received gross proceeds of $936,423 from the ex

nt (the “Warrant Amendment”) with the 
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Funded Series K Warrant (the “Series K 

ficial ownership of the purchaser to exceed 9.99% of the Company’s common stock. 

adjustments (the “H 5 Warrants”). Subject to certain ownership limitations, the H

beneficial ownership by the holder of more than 9.99% of the Company’s outstanding shares.

A summary of the Company’s warrants



DropCar, Inc., and Subsidiaries

10. Related Parties

On July 11, 2018, the Company entered into a consulting agreement (the “Consulting Agreement”) with 
Ascentaur, LLC (“Ascentaur”). Sebastian Giordano i
on the board of directors of the Company since February 2013 and served as the Company’s Interim Chief Executive 
Officer from August 2013 through April 2016 and as the Company’s Chief Exec

Company strategy, advising the Company on the sale of the Company’s Suisun City Operations, providing assistance to 

other services pertaining to the Company’s business as the Company and Ascentaur may from time to time mutually agree. 

Palladium Capital Advisors (“Palladium”), and advisor to the Company and AYRO, has provided investment 
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11. Subsequent Events

The Company’s operations may be affected by the recent and ongoing outbreak of the coronavirus disease 2019 

Company’s financial position, operations and cash flows. Possible areas that may be affected include, but are not limited 
sruption to the Company’s customers and revenue, labor workforce, and the decline in value of assets held by the 

On February 5, 2020 the Company entered into separate Exchange Agreements (the “Exchange Agreements”) 
5 Convertible Preferred Stock (the “Series H 5 Shares”), par value $0.0001 per share, 

to exchange an equivalent number of shares of the Company’s Series H 6 Convertible Preferred Stock (the “Series H
Shares”), par value $0.0001 per share (the “Exchange”). The Exchange closed on February 5, 2020.
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