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CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

As a matter of policy, the Company does not provide forecasts of future financial performance. The statements made
in this quarterly report on Form 10-Q which are not historical facts are forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. Such forward-looking statements often contain or are prefaced by words such as "believe", "will" and
"expect." These statements are based on current expectations, estimates and projections about our business based, in
part, on assumptions made by management. These statements are not guarantees of future performance and involve
risks, uncertainties and assumptions that are difficult to predict. As a result of a number of factors, our actual results
could differ materially from those set forth in the forward-looking statements. Certain factors that might cause the
Company's actual results to differ materially from those in the forward-looking statements include, without limitation,
general business conditions, the demand for the Company's services, competitive market pressures, the ability of the
Company to attract and retain qualified personnel for regular full-time placement and contract assignments, the
possibility of incurring liability for the Company's business activities, including the activities of its contract employees
and events affecting its contract employees on client premises, and the ability to attract and retain qualified corporate
and branch management, as well as those risks discussed in the Company's annual report on Form 10-K for the year
ended September 30, 2015, and in other documents which we file with the Securities and Exchange Commission. Any
forward-looking statements speak only as of the date on which they are made, and the Company is under no obligation
to (and expressly disclaims any such obligation to) and does not intend to update or alter its forward-looking
statements whether as a result of new information, future events or otherwise.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

GEE GROUP, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)

(In Thousands)

ASSETS
CURRENT ASSETS:
Cash

Accounts receivable, less allowances (June - $600; September - $524)

Other current assets

Total current assets
Property and equipment, net
Other long-term assets
Goodwill

Intangible assets, net
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:

Short-term debt

Accounts payable

Accrued compensation

Other current liabilities

Short-term portion of subordinated debt

Contingent consideration

Total current liabilities

Deferred rent

Subordinated debt

Other long-term liabilities

Total long-term liabilities
Commitments and contingencies

SHAREHOLDERS' EQUITY

Preferred stock; no par value; authorized - 20,000 shares; issued and outstanding

- none

June 30,
2016

3,558
11,358
1,259
16,175
637

18
17,989
11,464
46,283

8,012
1,555
3,686
314
1,353
2,750
17,670

255
4,995
61
5,311

September 30,
2015

5,932
6,156
942
13,030
706

22
8,220
4,896
26,874

2,850
825
2,687
532

500
7,394

243

243
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Common stock, no-par value; authorized - 200,000 shares; issued and

outstanding - 9,379

shares at June 30, 2016 and 8,833 shares at September 30, 2015 - -
Additional paid in capital 37,416 33,492

Accumulated deficit (14,114) (14,255)
Total shareholders' equity 23,302 19,237
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 46,283 $ 26,874

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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GEE GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited)

(In Thousands, Except Per Share Data)

NET REVENUES:

Contract staffing services $
Direct hire placement services

NET REVENUES

Cost of contract services

Selling, general and administrative expenses
Acquisition, integration and restructuring
expense

Depreciation expense

Amortization of intangible assets

INCOME (LOSS) FROM OPERATIONS
Change in derivative liability

Change in contingent consideration

Interest expense

Loss on extinguishment of debt

INCOME (LOSS) BEFORE INCOME

TAX PROVISION $
Provision for income tax
NET INCOME (LOSS) $

PREFERRED STOCK DIVIDEND

NET INCOME (LOSS)
ATTRIBUTABLE TO COMMON
STOCKHOLDERS

BASIC INCOME (LOSS) PER SHARE
WEIGHTED AVERAGE NUMBER OF
SHARES - BASIC

DILUTED INCOME (LOSS) PER
SHARE

WEIGHTED AVERAGE NUMBER OF
SHARES - DILUTED

Three Months Ended
June 30,
2016 2015
20,311 $ 9,502 $
1,671 1,948
21,982 11,450
15,708 7,803
5,205 3,270
29 -
103 31
415 139
522 207
- 68
425 -
(418) (133)
- (24)
529 % 118 $
(D =
528 % 118 $
- (170)
528 (52)
0.06 (0.02)
9,373 3,099
0.05 (0.02)
9,857 3,099

Nine Months Ended
June 30,
2016 2015

55917 $ 26,048
5,356 4,880
61,273 30,928
43,675 21,488
14,856 9,454
597 30
245 94
1,187 305

713 (443)

- (2,251)
581 -

(1,152) (406)

- (234)

142 $ (3,334)
(D -

141 $ (3,334)

- (207)

141 (3,541)

0.02 (1.25)
9,292 2,830

0.01 (1.25)
9,866 2,830

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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GEE GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF
SHAREHOLDERS' EQUITY (unaudited)

(In Thousands)

Additional
Paid
In Capital

Preferred
Stock
Shares

Common
Stock
Shares

Balance,
September 30,
2014 2,589 $ 11,658
Proceeds from

sale of

preferred, net

of fees - - 200

Issuance of
preferred
shares for
acquisition of

Scribe = - 640

Conversion of

note payable 317 2,867
Issuance of

stock for

board of

directors 35 258

Issuance of

warrant for

Scribe

acquisition - 1,330
Exercise of

stock options 62 194

Issuance of 149 -
stock for the

exercise of

warrants and

options,

Preferred
Stock

1,961

6,265

Total

Accumulated Shareholders'

$

Deficit

(9,593) $

Equity

2,065

1,961

6,265

2,867

258

1,330

194



cashless

Issuance of
stock for
conversion of
preferred
stock
(including
accrued
dividends)

Stock
compensation
expense

Issuance of
stock, net of
expenese and
warrants
1ssued

Issuance of
stock for
acquisition of
Agile

Net loss

Balance,
September 30,
2015

Shares issued
for JAX
Legacy debt
(see note 9)

Issuance of
common stock
for acquisition
of Access
Data
Consulting
Corporation

Amortization
of stock
option
expense

4,315

1,246

120

8,833

95

123

328

8,226

340

7,754

865

33,492

589

544

594

2,197

Edgar Filing: GEE Group Inc
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(8,226)

$

(4,662)

(14,255) $

340

7,754

865

(4,662)

19,237

589

544

594
2,197

10
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Issuance of
common stock
for acquisition
of Access
Data
Consulting
Corporation

Net income - -

Balance, June
30, 2016 9,379 $ 37,416

$

141

(14,114) $

141

23,302

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.

11
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GEE GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(In Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)

Adjustments to reconcile net income (loss) to cash provided by (used in)

operating activities:

Depreciation and amortization

Stock compensation expense

Provision for doubtful accounts

Stock issued for services

Amortization of debt discount

Change in contingent consideration
Change in fair value of derivative liability
Loss on extinguishment of debt

Changes in operating assets and liabilities
Accounts receivable

Accounts payable

Accrued compensation

Other current items, net

Derivative liability

Long-term liabilities

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment

Acquisition payments, net of cash acquired

Partial payment of earn-out

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from short-term debt, net

Proceeds from subordinated debt

Proceeds from sale of preferred stock, net

Proceeds from sale of common stock, net

Payments on the debt related to acquisitions

Payments on capital lease

Net cash provided by financing activities

Net change in cash

Cash at beginning of period

141

1,432
594
(44)

161
(581)

111

274
(301)
(1,243)

123

667

(60)
(9,395)
(9.455)

2,724
4,107

(356)

(61)
6,414

(2,374)

5,932

$

Nine Months Ended June 30,

2016 2015

(3,334)

415
182

40
189

2,120
234

(758)
(363)

(1,185)
950

(1,510)

(71)

(39)
(130)

486

1,961
194

(56)
2,585

945

168

12
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Cash at end of period

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for interest

Cash paid for taxes

Issuance of preferred shares for acquisition

Non-cash financing activities

Conversion of note payable

Issuance of shares for accrued board fees

Conversion of preferred stock

Stock paid for prepaid interest on subordinated note
Stock paid for fees in connection with subordinated note
Issuance of common stock for acquisition

Note issued in connection with acquisition

Earn-out liability, contingent consideration, and other liabilities incurred in
connection with acquisition

Payment of contingent consideration with common shares

For the nine month ended June 30, 2015:

B L LA LA LA &L L P

©“ &

3,558

684

2,197
3,000

4,246
544

& L A LA LA “@LH PH P

©“ &

1,113

248
(135)

2,867

The Company acquired 100% of the outstanding stock of Scribe Solutions Inc. for 640,000 shares of Series A
Preferred Stock valued at $6,265,000, net of issuance costs. In addition, the Company exchanged warrants to
purchase up to 6,350,000 shares of the Company's common stock valued at $1,330,000, for Scribe warrants held by

three individuals.

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.

13
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Description of Business

non non

GEE Group Inc. (the "Company", "us", "our" or "we") was incorporated in the State of Illinois in 1962 and is the
successor to employment offices doing business since 1893. We are a provider of permanent and temporary
professional, industrial and physician assistant staffing and placement services in and near several major U.S cities.
We specialize in the placement of information technology, engineering, medical and accounting professionals for
direct hire and contract staffing for our clients, and provide temporary staffing services for our commercial clients. As
a result of our acquisition of Scribe Solutions in April 2015, we now also offer data entry assistants (medical scribes)
who specialize in electronic medical records (EMR) services for emergency departments, specialty physician practices
and clinics.

2. Significant Accounting Policies and Estimates

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in
accordance with accounting principles generally accepted in the United States of America for interim financial
information and with the instructions to Article 8 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by accounting principles generally accepted in the United States of America for
complete consolidated financial statements. In the opinion of management, all adjustments considered necessary for a
fair presentation have been included. Operating results for the three and nine-month period ended June 30, 2016 are
not necessarily indicative of the results that may be expected for the year ending September 30, 2016. The unaudited
condensed consolidated financial statements should be read in conjunction with the consolidated financial statements
and footnotes thereto included in the Company's Annual Report on Form 10-K for the year ended September 30, 2015
as filed on December 29, 2015.

Liquidity

The Company has experienced significant losses and negative cash flows from operations in the past. Management
has implemented a strategy which included cost reduction efforts, consolidation of certain back office activities to
gain efficiencies as well as identifying strategic acquisitions, financed primarily through the issuance of preferred and
common stock and convertible debt, to improve the overall profitability and cash flows of the Company.

14
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In 2013, the Company entered into a three year revolving credit agreement with ACF Finco I LP (formerly Keltic) to
provide working capital financing. The agreement allows ACF Finco I LP to advance the Company funds based on a
percentage of eligible invoices. Management believes with current cash flow from operations, the equity offerings
below and the availability under the ACF Finco I LP loan agreement, the Company will have sufficient liquidity for
the next 12 months. Management expects to renew or replace this credit facility with the same or better terms, prior to
its expiration in September of 2016.

On January 8§, 2015, the Company completed a securities offering with 18 individuals who collectively purchased a
total of 200,000 shares of Preferred Stock from the Company for a total purchase price of $2,000,000. The Company
netted approximately $1,960,000, with approximately $1,000,000 to be used as working capital and the remaining
$960,000 for marketing, acquisitions, expansion and to further the operations of the Company. The Preferred Stock
was designated by the Company on December 15, 2014 through the filing of a Certificate of Designation of Series A
Convertible Preferred Stock with the Illinois Secretary of State. Each share of Preferred Stock was initially
convertible, at the election of the holder, into 50 shares of the Company's Common Stock. The foregoing conversion
ratio is subject to standard adjustment mechanisms, as set forth in the Designation. All of the series A Convertible
Preferred Stock have been converted into shares of Common Stock.

15
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On July 22, 2015, the Company entered into an underwriting agreement (the "Underwriting Agreement") with Roth
Capital Partners, LLC (the "Representative"), as the representative of the several underwriters identified therein
(collectively, the "Underwriters"), pursuant to which the Company agreed to offer and sell up to 1,120,000 shares of
the Company's common stock, no par value (the "Common Stock"), at a price of $7.00 per share. Under the terms of
the Underwriting Agreement, the Company granted the Representative an option, exercisable for 30 days, to purchase
up to an additional 168,000 shares of Common Stock to cover over-allotments, if any.

The Company received net proceeds from this offering, after deducting underwriting discounts and commissions and
offering expenses payable by the Company of approximately $7,800,000 and issued 1,246,000 shares of Common
Stock, this includes the Respresentative's exercise of the over-allotment option.

The offering was made pursuant to the Company's effective Registration Statement on Form S-3 (File No. 333-
204080), as amended and supplemented filed with the Securities and Exchange Commission (the "SEC").

The Company also issued warrants (the "Underwriter's Warrant") to the Underwriters to purchase up to a total of
approximately 125,000 shares of Common Stock, at a price of $8.40 per share that are exercisable for five years. The
Underwriter's Warrant has a seven-year piggyback registration right with respect to shares of common stock
underlying the Underwriter's Warrant from the date of the Underwriting Agreement.

On October 2, 2015, the Company issued and sold a subordinated note in the aggregate principal amount of
$4,185,000 (the "Subordinated Note") to JAX Legacy — Investment 1, LLC (the "Investor") pursuant to a Subscription
Agreement dated October 2, 2015 between the Company and the Investor (the "Subscription Agreement"). The
Subordinated Note is due on October 2, 2018 (the "Maturity Date"). Interest on the Subordinated Note is payable as
follows: (i) 10% interest per annum on the outstanding principal balance of the Subordinated Note shall be payable
quarterly in arrears, in cash, on each December 30th, March 30th, June 30th, and September 30th, until the Maturity
Date and (ii) 4% interest per annum until the Maturity Date on the original principal balance of the Subordinated Note
($566,000), was paid in advance on the issuance date of the Subordinated Note through the issuance to the Investor of
approximately 91,000 shares of the Company's common stock (the "Interest Shares"). The Company may prepay the
principal and interest under the Subordinated Note at any time, without penalty, provided, however, the Interest
Shares shall be deemed paid in full and earned upon the issuance of the Subordinated Note. The Subordinated Note is
subordinated in payment to the obligations of the Company to ACF FINCO I LLP pursuant to the terms and
provisions of a Subordination and Intercreditor Agreement dated October 2, 2015 between, ACF FINCO I LLP and
the Investor. In connection with the issuance of the Subordinated Note the Company and the Investor entered into a
Registration Rights Agreement dated October 2, 2015 (the "Registration Rights Agreement") whereby the Company
granted to the Investor certain piggyback registration rights with respect to the shares of Company common stock
issued or issuable as interest payments under the Subordinated Note, and any shares of Company common stock
issued as a dividend or other distribution with respect to, or in exchange for or in replacement of, shares of common
stock of the Company issued or issuable as interest payments under the Subordinated Note.

16
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On October 4, 2015, the Company issued to the Sellers of Access Data Consulting Corporation a Sellers' Promissory
Note for $3,000,000 (see note 10). Interest on the outstanding principal balance of the Sellers' Promissory Note is
payable at the rate of 5.5% per annum. The principal and interest amount of the Sellers' Promissory Note is payable as
follows: (i) for the first twelve months commencing on November 4, 2015 and ending on October 4, 2016, a monthly
payment of approximately $57,000 in principal and interest, (ii) on October 4, 2016 a balloon payment of principal of
$1,000,000, (iii) for the next twelve months commencing on November 4, 2016 and ending on October 4, 2017, a
monthly payment of approximately $28,000 in principal and interest, (iv) on October 4, 2017 a balloon payment of
principal of approximately $1,202,000 and (v) on October 4, 2017 any and all amounts of previously unpaid principal
and accrued interest. The Sellers' Promissory Note is subordinated in payment to the obligations of the Company to
ACF FINCO I LLP pursuant to the terms and provisions of a Subordination and Intercreditor Agreement dated
October 5, 2015 between ACF FINCO I LLP and the Sellers.

17
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Principles of Consolidation

The condensed unaudited consolidated financial statements include the accounts and transactions of the Company and
its wholly-owned subsidiaries. All inter-company accounts and transactions are eliminated in consolidation.

Reverse Stock Split

On October 9, 2015, the Company filed a certificate of change to its amended and restated articles of incorporation
with the Secretary of the State of Illinois in order to effectuate a reverse stock split of its issued and outstanding
common stock on a 1-for-10 basis (the "Reverse Stock Split"); and increased the total number of authorized shares of
Common Stock of the Company from 20,000,000 post Reverse Stock Split, to 200,000,000.

The Reverse Stock Split became effective with the FINRA as of the open of business on October 9, 2015. As a result
of the Reverse Stock Split, every 10 shares of the Company's pre-Reverse Split common stock was combined and
reclassified into one share of the Company's common stock. No fractional shares of common stock were issued as a
result of the Reverse Split.

Throughout the condensed consolidated financial statements, each instance that refers to a number of shares of the
Company's common stock, refers to the number of shares of common stock after giving effect to the Reverse Stock
Split, unless otherwise indicated.

Estimates and Assumptions

Management makes estimates and assumptions that can affect the amounts of assets and liabilities reported as of the
date of the consolidated financial statements, as well as the amounts of reported revenues and expenses during the
periods presented. Those estimates and assumptions typically involve expectations about events to occur subsequent
to the balance sheet date, and it is possible that actual results could ultimately differ from the estimates. If differences
were to occur in a subsequent period, the Company would recognize those differences when they became known.
Significant matters requiring the use of estimates and assumptions include, but may not be limited to, deferred income
tax valuation allowances, accounts receivable allowances, accounting for acquisitions, and evaluation of impairment.
Management believes that its estimates and assumptions are reasonable, based on information that is available at the
time they are made.

18
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Revenue Recognition

Direct hire placement service revenues are recognized when applicants accept offers of employment, less a provision
for estimated losses due to applicants not remaining employed for the Company's guarantee period. Contract staffing
service revenues are recognized when services are rendered.

Falloffs and refunds during the period are reflected in the unaudited condensed consolidated statements of operations
as a reduction of placement service revenues and were approximately $374,000 and $664,000 as of June 30, 2016 and
2015 respectively. Expected future falloffs and refunds are reflected in the consolidated balance sheet as a reduction of
accounts receivable and were approximately $76,000 and $86,000 as of June 30, 2016 and September 30, 2015
respectively.

10
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Cost of Contract Staffing Services

The cost of contract services includes the wages and the related payroll taxes and employee benefits of the Company's
employees while they work on contract assignments.

Cash and Cash Equivalents

Highly liquid investments with a maturity of three months or less when purchased are considered to be cash
equivalents. At June 30, 2016 and September 30, 2015, there were no cash equivalents. The Company maintains
deposits in financial institutions in excess of amounts guaranteed by the Federal Deposit Insurance Corporation. Cash
and cash equivalents are maintained at financial institutions and, at times, balances may exceed federally insured
limits. We have never experienced any losses related to these balances.

Accounts Receivable

The Company extends credit to its various customers based on evaluation of the customer's financial condition and
ability to pay the Company in accordance with the payment terms. An allowance for placement fall-offs is recorded,
as a reduction of revenues, for estimated losses due to applicants not remaining employed for the Company's
guarantee period. An allowance for doubtful accounts is recorded, as a charge to bad debt expense, where collection is
considered to be doubtful due to credit issues. These allowances together reflect management's estimate of the
potential losses inherent in the accounts receivable balances, based on historical loss statistics and known factors
impacting its customers. The nature of the contract service business, where companies are dependent on employees for
the production cycle allows for a small accounts receivable allowance. Based on management's review of accounts
receivable, an allowance for doubtful accounts of approximately $600,000 and $524,000 is considered necessary as of
June 30, 2016 and September 30, 2015, respectively. The Company charges uncollectible accounts against the
allowance once the invoices are deemed unlikely to be collectible.

Property and Equipment

Property and equipment are recorded at cost. Depreciation expense is calculated on a straight-line basis over estimated
useful lives of five years for computer equipment and two to ten years for office equipment, furniture and fixtures.

The Company capitalizes computer software purchased or developed for internal use and amortizes it over an
estimated useful life of five years. The carrying value of property and equipment is reviewed for impairment whenever

20
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events or changes in circumstances indicate that it may not be recoverable. If the carrying amount of an asset group is
greater than its estimated future undiscounted cash flows, the carrying value is written down to the estimated fair
value. There was no impairment of property and equipment for the nine month periods ended June 30, 2016 and 2015.

Goodwill

Goodwill represents the excess of cost over the fair value of the net assets acquired in the various acquisitions. The
Company assesses goodwill for impairment at least annually. Testing goodwill for impairment allows the Company to
first assess qualitative factors to determine whether the existence of events or circumstances leads to a determination
that it is more likely than not that the fair value of a reporting unit is less than its carrying amount. If the entity
determines that this threshold is not met, then performing the two-step impairment test is unnecessary. An impairment
loss would be recognized to the extent the carrying value of goodwill exceeds its implied fair value.

11
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Fair Value Measurement

The Company follows the provisions of the accounting standard which defines fair value, establishes a framework for
measuring fair value and enhances fair value measurement disclosure. Under these provisions, fair value is defined as
the price that would be received to sell an asset or paid to transfer a liability (i.e., the "exit price") in an orderly
transaction between market participants at the measurement date.

The standard establishes a hierarchy for inputs used in measuring fair value that maximizes the use of observable
inputs and minimizes the use on unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are inputs that market participants would use in pricing the asset or liability developed
based on market data obtained from sources independent of the Company. Unobservable inputs are inputs that reflect
the Company's assumptions about the assumptions market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances. The hierarchy is described below:

Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement date for assets or
liabilities. The fair value hierarchy gives the highest priority to Level 1 inputs.

Level 2: Observable prices that are based on inputs not quoted on active markets, but corroborated by market data.

Level 3: Unobservable inputs are used when little or no market data is available. The fair value hierarchy gives the
lowest priority to Level 3 inputs.

The fair value of the Company's current assets and current liabilities approximate their carrying values due to their
short term nature. The carrying value of the Company's long-term liabilities represents their fair value based on level 3
inputs, as further discussed in note 8. The Company's goodwill and other intangible assets are measured at fair value
on a non-recurring basis using level 3 inputs.

Intangible Assets

Customer lists, non-compete agreements, customer relationships, management agreements and trade names were
recorded at their estimated fair value at the date of acquisition and are amortized over their estimated useful lives
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ranging from two to ten years using both accelerated and straight-line methods.

Loss per Share

Basic loss per share is computed by dividing net loss attributable to common stockholders by the weighted average
common shares outstanding for the period. Diluted loss per share is computed giving effect to all potentially dilutive
common shares. Potentially dilutive common shares may consist of incremental shares issuable upon the exercise of
stock options and warrants and the conversion of notes payable to common stock. In periods in which a net loss has
been incurred, all potentially dilutive common shares are considered anti-dilutive and thus are excluded from the
calculation. There were approximately 208,000 and 525,000 of common stock equivalents excluded for the nine
months and three months ended June 30, 2015, respectively, because their effect is anti-dilutive. Common share
equivalents of approximately 575,000 and 484,000 was included in the computation of diluted earnings per share for
the nine months and three months ended June 30, 2016. There were approximately 392,000 and 428,000 of common
stock equivalents excluded for the three and nine months ended June 30, 2016, respectively because their effect is
anti-dilutive.
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Advertising Expenses

The majority of the Company's advertising expense budget is used to support the Company's business. Most of the
advertisements are in print or internet media, with expenses recorded as they are incurred. For the three and nine
months ended June 30, 2016 and 2015, included in selling, general and administrative expenses was advertising
expense totaling approximately $233,000 and $781,000, and approximately $164,000 and $514,000, respectively.

Impairment of Long-lived Assets

The Company records an impairment of long-lived assets used in operations, other than goodwill, when events or
circumstances indicate that the asset might be impaired and the estimated undiscounted cash flows to be generated by
those assets over their remaining lives are less than the carrying amount of those items. The net carrying value of
assets not recoverable is reduced to fair value, which is typically calculated using the discounted cash flow method.
The Company did not record any impairment during the nine months ended June 30, 2016 and 2015.

Stock-Based Compensation

The Company accounts for stock-based awards to employees in accordance with applicable accounting principles,
which requires compensation expense related to share-based transactions, including employee stock options, to be
measured and recognized in the financial statements based on a determination of the fair value of the stock options.
The grant date fair value is determined using the Black-Scholes-Merton ("Black-Scholes") pricing model. For all
employee stock options, we recognize expense over the requisite service period on an accelerated basis over the
employee's requisite service period (generally the vesting period of the equity grant). The Company's option pricing
model requires the input of highly subjective assumptions, including the expected stock price volatility, expected
term, and forfeiture rate. Any changes in these highly subjective assumptions significantly impact stock-based
compensation expense.

Options awarded to purchase shares of common stock issued to non-employees in exchange for services are accounted
for as variable awards in accordance with applicable accounting principles. Such options are valued using the
Black-Scholes option pricing model.

Income Taxes
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We record a provision for income taxes for the anticipated tax consequences of the reported results of operations using
the asset and liability method. Under this method, we recognize deferred tax assets and liabilities for the expected
future tax consequences of temporary differences between the financial reporting and tax basis of assets and liabilities,
as well as for operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using the tax
rates that are expected to apply to taxable income for the years in which those tax assets and liabilities are expected to
be realized or settled. We record a valuation allowance to reduce our deferred tax assets to the net amount that we
believe is more likely than not to be realized.

Due to the private sale of shares of common stock to LEED HR during fiscal 2012 and the resulting change in control,
the Company may be limited by Section 382 of the Internal Revenue Code as to the amount of net operating losses
that may be used in future years.
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We recognize tax benefits from uncertain tax positions only if we believe that it is more likely than not that the tax
position will be sustained on examination by the taxing authorities based on the technical merits of the position.
Although we believe that we have adequately reserved for our uncertain tax positions, we can provide no assurance
that the final tax outcome of these matters will not be materially different. We make adjustments to these reserves
when facts and circumstances change, such as the closing of a tax audit or the refinement of an estimate. To the extent
that the final tax outcome of these matters is different than the amounts recorded, such differences will affect the
provision for income taxes in the period in which such determination is made and could have a material impact on our
financial condition and operating results.

Reclassification

Certain reclassifications have been made to the financial statements as of and for the three and nine months ended
June 30, 2015 to conform to the current year presentation.

Segment Data

The Company has two operating business segments a) Contract staffing services, and b) Direct hire placement. These
operating segments were determined based primarily on how the chief operating decision maker views and evaluates
our operations. Operating results are regularly reviewed by the chief operating decision maker to make decisions
about resources to be allocated to the segment and to assess its performance. Other factors, including type of business,
type of employee, length of employment and revenue recognition are considered in determining these operating
segments.

3. Recent Accounting Pronouncements

In September 2015, the FASB issued ASU 2015-16 - Business Combinations, which requires adjustments to
provisional amounts recorded in business combinations to be recognized in the reporting period in which they are
identified either separately on the face of the income statement or in the notes to the financial statements. ASU
2015-16 is effective for annual reporting periods beginning after December 15, 2015 and any interim periods within
that period, and early adoption is permitted. We are currently evaluating ASU 2015-16 to determine if this guidance
will have a material impact on our financial position, results of operations or cash flows.
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In March 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2016-09, Improvements to Employee Share-Based Payment Accounting ("ASU 2016-09"). ASU 2016-09 simplifies
several aspects of the accounting for share-based payment transactions, including the income tax consequences,
classification of awards as either equity or liabilities and classification on the statement of cash flows. This ASU is
effective for fiscal years, and interim periods within those years, beginning after December 15, 2016. Early adoption is
permitted. The Company is currently assessing the potential impact of adopting ASU 2016-09 on its financial
statements and related disclosures.

No other recent accounting pronouncements were issued by FASB and the SEC that are believed by management to
have a material impact on the Company's present or future financial statements.
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4. Property and Equipment

Property and equipment, net consisted of the following:

September
June 30, 30,

(In thousands) Useful Lives 2016 2015
Computer software 5 years $ 1,447 $ 1,447
Office equipment, furniture and fixtures and leasehold improvements 2 to 10 years 2,454 2,278
Total property and equipment, at cost 3,901 3,725
Accumulated depreciation and amortization (3,264) (3,019)
Property and equipment, net $ 637 $ 706

Leasehold improvements are amortized over the term of the lease.

Depreciation expense for the three and nine month periods ended June 30, 2016 and 2015 was approximately
$103,000 and $245,000, and $32,000 and $110,000, respectively.

5. Goodwill and Intangible Assets

Goodwill

Goodwill represents the excess of cost over the fair value of the net assets acquired from various acquisitions.
Goodwill is not amortized. The Company performs a goodwill impairment test annually, by reporting unit, in the
fourth quarter of the fiscal year, or whenever potential impairment triggers occur. Should the two-step process be
necessary, the first step of the impairment test identifies potential impairment by comparing the fair value of a
reporting unit to its carrying value including goodwill. In applying a fair-value-based test, estimates are made of the
expected future cash flows to be derived from the reporting unit. Similar to the review for impairment of other
long-lived assets, the resulting fair value determination is significantly impacted by estimates of future margins,
capital needs, economic trends and other factors. If the carrying value of the reporting unit exceeds its fair value, the
second step of the impairment test is performed to measure the amount of impairment loss, if any. The second step of
the impairment test compares the implied fair value of the reporting unit goodwill with the carrying amount of that
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goodwill. An impairment loss would be recognized to the extent the carrying value of goodwill exceeds its implied
fair value. There was no impairment recorded during the three and nine month periods ended June 30, 2016 and 2015.

Intangible Assets

As of June 30, 2016

Accumulated Net
(In Thousands) Cost Amortization Book Value
Customer Relationships $ 10,744 $ 2,392 $ 8,352
Trade Name 2,428 223 2,205
Non-Compete Agreements 1,060 153 907
$ 14232 $ 2,768 $ 11,464
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As of September 30, 2015

Accumulated Net
(In Thousands) Cost Amortization Book Value
Customer Relationships $ 5232 $ 1,557 $ 3,675
Trade Name 1,057 56 1,001
Non-Compete Agreements 225 5 220
$ 6,514 $ 1,618 $ 4,896

The amortization expense attributable to the amortization of identifiable intangible assets was approximately $399,000
and $1,150,000 and $139,000 and $305,000 for the three and nine months ended June 30, 2016 and 2015,
respectively. In addition to amortization expense for intangible assets, the Company incurred amortization of deferred
financing fees of $16,000 and $37,000 for the three and nine months ended June 30, 2016, respectively.

The trade names are amortized on a straight — line basis over the estimated useful life of ten years. Customer
relationships are amortized based on the future undiscounted cash flows or straight — line basis over estimated
remaining useful lives of five to ten years. Non-compete agreements are amortized based on a straight-line basis over
the term of the non-compete agreement, typically five years. Over the next five years and thereafter, annual
amortization expense for these finite life intangible assets will total approximately $11,464,000, as follows: fiscal
2016 - $388,000 fiscal 2017 - $1,476,000, fiscal 2018 - $1,480,000, fiscal 2019 - $1,485,000, fiscal 2020 - $1,482,000
and thereafter - $5,153,000.

Long-lived assets, such as purchased intangibles subject to amortization, are reviewed for impairment when events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. The Company
regularly evaluates whether events and circumstances have occurred that indicate possible impairment and relies on a
number of factors, including operating results, business plans, economic projections, and anticipated future cash
flows. The Company uses an estimate of the future undiscounted net cash flows of the related asset or asset group over
the remaining life in measuring whether the assets are recoverable.

6. Short-term Debt

On September 27, 2013, the Company ("Borrower") entered into agreements with ACF FINCO I LP
(successor-in-interest to Keltic Financial Partners II, LP) ("ACF") ("Lender"), that provides the Company with long
term financing through a six million dollar ($6,000,000) secured revolving note (the "Note"). The Note has a term of
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three years and has no amortization prior to maturity. The interest rate for the Note is a fluctuating rate that, when
annualized, is equal to the greatest of (A) the Prime Rate plus three and one quarter percent (3.25%), (B) the LIBOR
Rate plus six and one quarter percent (6.25%), and (C) six and one half percent (6.50%), with the interest paid on a
monthly basis. At June 30, 2016 and 2015 the interest rate was 6.5%. Loan advances pursuant to the Note are based on
the accounts receivable balance and other assets. The Company incurred certain cash expense and commitment fees
related to obtaining the agreement of approximately $170,000, which has been paid. The Note is secured by all of the
Company's property and assets, whether real or personal, tangible or intangible, and whether now owned or hereafter
acquired, or in which it now has or at any time in the future may acquire any right, title or interests. On January 1,
2016, the Company entered into an eighth Amendment and Waiver to the Loan and Security Agreement with ACF to
increase the maximum amount of revolving credit under the Amended Credit Agreement from $6,000,000 to
$10,000,000 and adjust the future covenants as outlined below and update the overall document to reflect changes to
the business. The Company has entered into other Amendments with ACF that did not materially change the terms of
the Note. As of the date of this report, the Company was in compliance with all such covenants or had received
waivers related thereto. The Company has several administrative covenants and the following financial covenant:
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The Company must maintain the following EBITDA:

(a) The three (3) consecutive calendar month period ending on December 31, 2015, to be a number greater than
negative Two Hundred Twenty-Five Thousand and 00/100 Dollars (-$225,000);

(b) The six (6) consecutive calendar month period ending on March 31, 2016, to be no less than Nine Hundred
Thirty-two Thousand Eight Hundred and 00/100 Dollars ($932,000);

(¢) The nine (9) consecutive calendar month period ending on June 30, 2016, to be no less than Two Million
Sixty-five Thousand and 00/100 Dollars ($2,065,000);

(d) The twelve (12) consecutive calendar month period ending on September 30, 2016, to be no less than Three
Million Two Hundred Forty-one Thousand and 00/100 Dollars ($3,241,000); and

(e) For any period commencing on or after October 1, 2016, no less than such amounts as are established by
Lender for such period in Lender's permitted discretion based on the annual financial projections including
such period delivered by Borrower.

As of June 30, 2016, the Company was in compliance with the EBITDA covenant and all other administrative
covenants. At June 30, 2016, there was approximately $894,000 available on the line of credit. The interest expense
related to the lines of credit for the three and nine months ended June 30, 2016 and 2015 approximated $205,000 and
$496,000 and $99,000 and $300,000, respectively.

7. Accrued Compensation

Accrued Compensation includes accrued wages, the related payroll taxes, employee benefits of the Company's
employees while they work on contract assignments, commissions earned and not yet paid and estimated commission
payable.

8. Subordinated Debt

On October 2, 2015, the Company issued and sold the Subordinated Note to JAX Legacy — Investment 1, LLC (the
"Investor") pursuant to a Subscription Agreement dated October 2, 2015 between the Company and the Investor (the
"Subscription Agreement") in the amount of $4,185,000. The Subordinated Note is due on October 2, 2018 (the
"Maturity Date"). Interest on the Subordinated Note is payable as follows: (i) 10% interest per annum on the
outstanding principal balance of the Subordinated Note shall be payable quarterly in arrears, in cash, on each
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December 30t, March 30, June 30, and September 30t, until the Maturity Date and (ii) 4% interest per annum until
the Maturity Date on the original principal balance of the Subordinated Note, was paid in advance on the issuance date
of the Subordinated Note through the issuance to the Investor of approximately 91,000 shares of the Company's
common stock (the "Interest Shares") valued at approximately $566,000. The Company may prepay the principal and
interest under the Subordinated Note at any time, without penalty, provided, however, the Interest Shares shall be
deemed paid in full and earned upon the issuance of the Subordinated Note. The Subordinated Note is subordinated in
payment to the obligations of the Company to ACF FINCO I LLP pursuant to the terms and provisions of a
Subordination and Intercreditor Agreement dated October 2, 2015 between, ACF FINCO I LLP and the Investor. In
connection with the issuance of the Subordinated Note the Company and the Investor entered into a Registration
Rights Agreement dated October 2, 2015 (the "Registration Rights Agreement") whereby the Company granted to the
Investor certain piggyback registration rights with respect to the shares of Company common stock issued or issuable
as interest payments under the Subordinated Note, and any shares of Company common stock issued as a dividend or
other distribution with respect to, or in exchange for or in replacement of, shares of common stock of the Company
issued or issuable as interest payments under the Subordinated Note. The Company paid fees of approximately
$25,000 and 3,000 shares of common stock to the Investor, valued at approximately $23,000. In addition, the
Company had approximately $33,000 of legal fees related to the transaction. Total discount recorded at issuance was
approximately $647,000. Total amortization of debt discount for the nine months ended June 30, 2016 was
approximately $161,000.
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On October 4, 2015, the Company issued to the sellers of Access Data Consulting Corporation (see note 10) a
Promissory Note. Interest on the outstanding principal balance of the Promissory Note is payable at the rate of 5.5%
per annum. The principal and interest amount of the Promissory Note is payable as follows: (i) for the first twelve
months commencing on November 4, 2015 and ending on October 4, 2016, a monthly payment of approximately
$57,000 in principal and interest, (ii) on October 4, 2016 a balloon payment of principal of $1,000,000, (iii) for the
next twelve months commencing on November 4, 2016 and ending on October 4, 2017, a monthly payment of
approximately $28,000 in principal and interest, (iv) on October 4, 2017 a balloon payment of principal of $1,202,000
and (v) on October 4, 2017 any and all amounts of previously unpaid principal and accrued interest. The Promissory
Note is subordinated in payment to the obligations of the Company to ACF FINCO I LLP pursuant to the terms and
provisions of a Subordination and Intercreditor Agreement dated October 5, 2015 between ACF FINCO I LLP and the
Sellers of Access Data Consulting Corporation.

Balance as of June 30, 2016 (In Thousands)

JAX Legacy debt $ 4,185
Access Data debt 2,646
JAX Legacy debt discount (483)
Total debt 6,348
Short-term portion of debt (1,353)
Long-term portion of debt $ 4,995

Over the next four years, the payments of subordinated debt will total approximately $6,831 as follows: fiscal 2016 -
$136 fiscal 2017 - $1,285, fiscal 2018 - $1,225, fiscal 2019 - $4,185.

9. Equity

On October 2, 2015, the Company issued approximately 95,000 shares of common stock to JAX Legacy related to the
subordinated note. The stock was valued at approximately $589,000.

On October 4, 2015, the Company issued approximately 328,000 shares of common stock to the sellers of Access
Data Consulting Corporation. The Company also agreed if the closing price of the Company's common stock on the
trading day immediately preceding the day on which the Issued Shares are first freely salable under Rule 144 (the
"Rule 144 Date") is less than 90% of the Issue Price, then the Company shall make a one-time adjustment and shall
promptly pay to the Sellers, in stock in the form of additional shares of common stock of the Company at the market
value on the Rule 144 Date, the difference between the aggregate value of the Issued Shares at the Issue Price and the
aggregate value of the Issued Shares at the closing price on the Rule 144 Date. The Company has recorded a liability
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of approximately $500,000 in contingent consideration.

On April 4, 2016, the Company issued approximately 123,000 shares of common stock to the sellers of Access Data
Consulting Corporation related to the guarantee (see note 10). This was based on market value of the stock on April 4,
2016 being approximately $544,000 less than the $2,000,000 six month guarantee provided in the Access Data
Agreement and based on the closing stock price of $4.44 per common share.
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Stock Options

The Company has recognized compensation expense in the amount of approximately $202,000 and $594,000 during
the three and nine months ended June 30, 2016, respectively, related to the issuance of stock options.

In September of 2015, the Company granted options to purchase approximately 46,000 common shares of the
Company's stock at an average price of $6.70 per common share. The expense was estimated using Black-Scholes
option pricing model using an average expected life of 10 years, expected stock volatility of 99% and a risk free rate
of 2.2%. The average fair value of stock options granted was estimated to be $6.00 per share in fiscal 2016.

In January of 2016, the Company granted stock options to purchase up to approximately 61,000 of the Company's
common stock, at an average price of $5.13 per common share. The expense was estimated using Black-Scholes
option pricing model using an average expected life of 10 years, expected stock volatility of 99% and a risk free rate
of 2.2%. The average fair value of stock options granted was estimated to be $5.13 per share in fiscal 2016.

10. Acquisitions

Scribe

On December 11, 2014, the Company entered into a Stock Exchange Agreement (the "SCRIBE Agreement") with
Brittany M. Dewan as Trustee of the Derek E. Dewan Irrevocable Living Trust IT dated the 27t of July, 2010, Brittany
M. Dewan, individually, Allison Dewan, individually, Mary Menze, individually, and Alex Stuckey, individually
(collectively, the "Scribe Shareholders"). Scribe Solutions, Inc. ("Scribe") provides data entry assistants (medical
scribes) who specialize in electronic medical records (EMR) services for emergency departments, specialty physician
practices and clinics. The transaction was unanimously approved by written consent of the board of directors of the
Company (the "Board") and the holders of a majority of the Company's outstanding stock. The Scribe transaction
closed on April 1, 2015. Pursuant to the terms of the SCRIBE Agreement the Company acquired 100% of the
outstanding stock of Scribe Solutions Inc., ("Scribe") from the Scribe Shareholders for 640,000 shares of Series A
Preferred Stock (the "Preferred Stock") of the Company. In addition, the Company exchanged warrants to purchase up
to 635,000 shares of the Company's common stock, for $2.00 per share, with a term of 10 years (the "Warrants"), for
Scribe warrants held by three individuals. The issuances of Preferred Stock and Warrants by the Company was
effected in reliance on the exemptions from registration afforded by Section 4(a)(2) of the Securities Act of 1933, (the
"Securities Act"), and Rule 506 of Regulation D promulgated thereunder.
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Under the purchase method of accounting, the transaction was valued for accounting purposes at an estimated
$7,800,000 which was the estimated fair value of the Company at the date of acquisition. The estimate was based on
the consideration paid of 640,000 preferred shares and the 635,000 warrants granted. The 640,000 preferred shares are
valued at approximately $6,400,000, and the 635,000 warrants are valued at ap