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EXPLANATORY NOTE
As previously reported by urban-gro, Inc. (the “Company”) in its Current Report on Form 8-K as filed with the Securities and Exchange Commission (“SEC”) on May 15, 2020,
in accordance with the SEC’s Order under Section 36 of the Securities Exchange Act of 1934 Granting Exemptions From Specified Provisions of the Exchange Act and Certain
Rules Thereunder dated March 4, 2020 (Release No. 34-88318) (as modified on March 25, 2020 by Release No. 34-88465, the “Order”), the Company disclosed that it was
relying on the relief provided by the Order in connection with the filing of this Quarterly Report on Form 10-Q for the three months ended March 31, 2020 (the “Report”) due to
the circumstances related to the coronavirus disease 2019 (“COVID-19”). In particular, COVID-19 caused disruptions in the Company’s day-to-day operations resulting in
limited access to the Company’s facilities and limited support from its staff and professional advisors, which in turn, delayed the Company’s ability to complete its audit and
prepare the Report.
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FORWARD LOOKING STATEMENTS
This Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). Forward looking statements are statements not based on historical information and which relate to future
operations, strategies, financial results or other developments. The statements regarding urban-gro, Inc. contained in this Report that are not historical in nature, particularly
those that utilize terminology such as “may,” “will,” “should,” “likely,” “expects,” “anticipates,” “estimates,” “believes” or “plans,” or comparable terminology, are forwardlooking statements based on current expectations and assumptions that are inherently subject to significant business, economic and competitive uncertainties and contingencies,
many of which are beyond our control and many of which, with respect to future business decisions, are subject to change. These uncertainties and contingencies can affect
actual results and could cause actual results to differ materially from those expressed in any forward-looking statements made by, or on our behalf. We caution readers
regarding certain forward looking statements in this Report and in any other statement made by, or on our behalf, whether or not in future filings with the SEC.
Important factors known to us that could cause such material differences are identified in this Report, including the factors described in Part I, Item 1A, Risk Factors, of our
Annual Report on Form 10-K for the year ended December 31, 2019. Except as required by applicable law, we undertake no obligation to correct or update any forward-looking
statements, whether as a result of new information, future events or otherwise. You are advised, however, to consult any future disclosures we make on related subjects in future
reports to the SEC.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
urban-gro, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)
March 31,
2020
Assets
Current Assets
Cash
Accounts receivable, net
Inventories
Related party receivable
Notes receivable
Prepayments and other assets
Total current assets

$

Non-current assets
Property and equipment, net
Operating lease right of use assets
Investments
Notes receivable
Goodwill
Intangible assets, net
Total non-current assets
Total assets
Liabilities
Current liabilities
Accounts payable
Accrued expenses
Related party payable
Customer deposits
Related party note payable
Notes payable
Revolving Facility
Term Loan, net
Operating lease liabilities
Total current liabilities

448,703
1,564,969
676,175
49,658
–
1,278,728
4,018,233

$

8,456,085

7,407,692

$

2,613,413
1,653,662
26,519
3,566,742
1,000,000
180,000
3,209,325
1,609,536
109,043
13,968,240

Shareholders’ Equity
Preferred stock, $0.10 par value; 10,000,000 shares authorized; 0 shares issued and outstanding
Common stock, $0.001 par value; 100,000,000 shares authorized; 28,709,312 and 28,209,312 shares issued and
outstanding as of March 31, 2020 and December 31, 2019, respectively
Additional Paid in Capital
Retained earnings / (accumulated deficit)

$

3,753,862
1,686,841
24,972
2,915,406
1,000,000
2,812,706
–
–
123,395
12,317,185

82,343
82,343

98,841
98,841

14,050,583

12,416,026

–

–

28,709
12,963,050
(18,586,257)

$
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$

165,035
215,848
2,020,358
–
902,067
86,151
3,389,459

Total liabilities

See accompanying notes to condensed consolidated financial statements

569,529
1,180,983
887,184
26,836
200,000
2,464,481
5,329,013
137,003
181,905
1,710,358
110,000
902,067
85,739
3,127,072

Non-current liabilities
Operating lease liabilities
Total long-term liabilities

Total shareholders’ equity (deficit)
Total liabilities and shareholders’ equity

December 31,
2019

(5,594,498)
8,456,085

28,209
11,854,083
(16,890,626)

$

(5,008,334)
7,407,692

urban-gro, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
(unaudited)
Three Months Ended March 31,
2020
2019
Revenue
Product sales
Services
Total Revenue

$

3,846,337
414,666
4,261,003

$

5,272,972
561,044
5,834,016

Cost of Revenue

3,147,515

4,190,192

Gross Profit

1,113,488

1,643,824

Operating expenses:
Marketing
General and administrative
Stock-based compensation
Total operating expenses

115,956
1,979,452
432,645
2,528,053

285,830
2,151,305
588,697
3,025,832

(1,414,565)

(1,382,008)

17,568
(298,634 )
(281,066 )

508
(99,971)
(99,463)

Loss from operations
Non-operating income (expenses):
Other income
Interest expense
Total other expenses, net
Income tax expense (benefit)

–

–

Net income (loss)

$

(1,695,631)

$

(1,481,471)

Comprehensive income (loss)

$

(1,695,631)

$

(1,481,471)

Earnings (loss) per share:
Net loss per share - basic and diluted

$

(0.06)

$

(0.06)

Weighted average shares used in computation

28,438,982
See accompanying notes to condensed consolidated financial statements
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25,368,944

urban-gro, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' DEFICIT
(unaudited)

Common Stock
Balance, January 1, 2019
Stock-based compensation
Stock options issued for loan term
revisions
Stock grant program vesting
Stock issuance related to acquisition
Warrant issuance related to convertible
debentures
Equity value of exercise price associated
with convertible debentures
Net loss for period ended March 31, 2019
Balance, March 31, 2019

Shares
25,229,833
–

$

Amount
25,230
–

–
20,000
500,000

–
20
500

–
–
–
25,749,833

$

$

Balance, January 1, 2020
Stock-based compensation
Clawback of stock granted
Stock issuance related to loan term
revisions
Stock issuance related to debt
Warrant issuance related to debt
Net loss for period ended March 31, 2020
Balance, March 31, 2020

100,000
500,000
–
–
28,709,312

$

17,827
–
1,000,000

–

101,741

–

101,741

–
–
25,750

119,212
–
6,515,229

100
500
–
–
28,709

$

$

$

$

–
(1,481,471)
(10,021,524)

$

119,212
(1,481,471)
(3,480,545)

Additional
Paid in
Capital
11,854,083
432,645
100

Retained Earnings
(accumulated
deficits)
$
(16,890,626)
–
–

Total Shareholders'
Deficit
$
(5,008,334)
432,645
–

99,900
499,500
76,822
–
12,963,050

–
–
–
(1,695,631)
(18,586,257)

100,000
500,000
76,822
(1,695,631)
(5,594,498)

See accompanying notes to condensed consolidated financial statements
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Total Shareholders'
Deficit
$
(3,826,551)
588,697

–
–
–

Amount
28,209
–
(100)

$

Retained Earnings
(accumulated
deficits)
$
(8,540,053)
–

17,827
(20)
999,500

Common Stock
Shares
28,209,312
–
(100,000)

Additional
Paid in
Capital
4,688,272
588,697

$

$

urban-gro, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
Three Months Ended
March 31,
2020
2019
Cash Flows from Operating Activities
Net loss
Adjustments to reconcile net loss from operations:
Depreciation and amortization
Amortization of deferred financing costs
Stock-based compensation expense
Gain on disposal of assets
Inventory write-offs
Bad debt expense
Changes in operating assets and liabilities (excluding effects of acquisitions):
Accounts receivable
Inventory
Prepayments and other assets
Accounts payable and accrued expenses
Customer deposits
Net Cash Used In Operating Activities

$

Cash Flows from Financing Activities
Proceeds from issuance of Revolving Facility
Proceeds from issuance of Term Loan
Proceeds from Revolving Facility advances
Issuance of convertible debentures
Debt financing costs
Repayment of notes payable
Net Cash Provided by Financing Activities

Supplemental Cash Flow Information:
Interest Paid
Income Taxes Paid

$

61,014
50,930
432,645
13,815
10,528
15,239

Cash Flows from Investing Activities
Purchase of investment
Purchases of property and equipment
Cash acquired in acquisition
Net Cash Used In Investing Activities

Net Increase (Decrease) in Cash
Cash at Beginning of Period
Cash at End of Period

(1,695,631)

Supplemental disclosure of non-cash investing and financing activities:
Operating lease right of use asset set-up effective January 1, 2019
Debt financing costs
See Note 1 regarding the acquisition of Impact Engineering, Inc.
See accompanying notes to condensed consolidated financial statements
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(1,481,471)
58,642
–
588,697
–
–
11,615

391,569
(221,537)
(404,412)
(1,172,081)
651,336
(1,866,585)

(303,874)
164,348
(1,019,315)
1,889,394
(326,441 )
(418,405 )

–
(46,797)
–
(46,797)

(248,000)
(42,875)
49,742
(241,133 )

2,207,432
2,000,000
1,001,893
–
(545,501)
(2,629,616)
2,034,208

–
–
–
425,000
–
(55,466)
369,534

$

120,826
448,703
569,529

(290,004)
1,178,852
888,848

$

$
$

298,634
–

$
$

99,971
–

$
$

–
676,822

$
$

139,266
–

urban-gro, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
NOTE 1 – ORGANIZATION AND ACQUISITIONS, BUSINESS PLAN, AND LIQUIDITY
Organization and Acquisitions
urban-gro, Inc. (“we,” “us,” our” or the “Company”) is a leading engineering design services company that integrates complex environmental equipment systems to create high
performance indoor cultivation facilities for the global commercial horticulture market. Our custom tailored, plant-centric approach to design, procurement, and integration
provides a single point of accountability across all aspects of indoor cultivation operations. Our solution offers functionality that helps customers manage the entire cultivation
lifecycle, from facility engineering and design to operation and day-to-day management. We offer a full range of custom services that are integrated with select cultivation
equipment and product solutions, which we primarily source from third party technology and manufacturing partners but also develop in-house.
Our service offerings include full facility engineering design services, start-up commissioning services, facility optimization services and IPM planning and strategy services.
Complementing these services, we work with customers to source an integrated suite of select cultivation equipment systems and crop management products, which include:
(1) environmental controls, fertigation, and irrigation distribution systems; (2) freshwater, wastewater, and condensation treatment systems; (3) light emitting diode (“LED”),
high-pressure sodium (“HPS”) and ceramic metal halide (“CMH”) lighting systems; (4) rolltop, multi-tier, and automated container benching systems; (5) odor mitigation &
microbial reduction systems; (6) air flow systems; (7) industrial spray applicators; (8) pesticides and bio-controls; (9) plant nutrition products; (10) substrate and coco bag
solutions; and (11) our Soleil® technology data analytics platform that includes wireless environmental & substrate sensing and remote monitoring and support.
In June 2018, the Company formed urban-gro Canada Technologies, Inc. as a wholly owned Canadian subsidiary, which it currently utilizes for its Canadian sales operations.
Effective March 7, 2019, the Company acquired 100% of the stock of Impact Engineering, Inc. (d/b/a Grow2Guys) (“Impact”), a provider of mechanical electrical and
plumbing (“MEP”) engineering services predominantly focused on the cannabis industry. The Company believes the acquisition of Impact will improve the Company’s ability
to better serve its current and future customer base by expanding on the fully integrated products and services offered by the Company. The Company issued 500,000 shares of
Common Stock (“Common Stock”) valued at $2.00 per share to effect the acquisition of Impact. The Company has initially accounted for the acquisition of Impact as follows:
Purchase Price

$

1,000,000

Allocation of Purchase Price:
Cash
Accounts receivable, net
Goodwill
Accrued expenses

$
$
$
$

49,742
93,811
902,067
45,620
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Liquidity and Going Concern
Since inception, the Company has incurred significant operating losses and has funded its operations primarily through issuance of equity securities, debt, and operating
revenue. As of March 31, 2020, the Company had an accumulated deficit of $18,586,257, a working capital deficit of $8,639,227, and negative stockholders’ equity of
$5,594,498. These facts and conditions raise substantial doubt about the Company’s ability to continue as a going concern, within one year after the date that these financial
statements are issued. The Company continually evaluates opportunities to raise equity and debt financing and has also sought to implement cost reduction and revenue
enhancing measures to help achieve profitability and continue operations. There can, however, be no assurances that the Company will be able to raise equity or debt financing
in sufficient amounts, when and if needed, on acceptable terms or at all, nor can there be any assurances that the Company will be able to implement cost reduction and revenue
enhancing measures that will enable the Company to achieve profitable operations going forward. The accompanying financial statements have been prepared on a going
concern basis.
Pursuant to Accounting Standards Codification (“ASC”) 205-40, Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern, we assess going concern
uncertainty for our consolidated financial statements to determine if we have sufficient cash and cash equivalents on hand and working capital to operate for a period of at least
one year from the date the consolidated financial statements are issued or are available to be issued. As part of this assessment, based on conditions that are known and
reasonably knowable to us, we will consider various scenarios, forecasts, projections, and estimates, and make certain key assumptions, including the timing and nature of
projected cash expenditures or programs, and our ability to delay or curtail those expenditures or programs, among other factors, if necessary. It is probable that management’s
plans, when implemented, will mitigate the relevant conditions or events that raise substantial doubt about the Company’s ability to continue as a going concern within one year
after the date that the financial statements are issued.
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Unaudited Interim Financial Information
The Company has prepared the accompanying interim condensed consolidated financial statements pursuant to the rules and regulations of the SEC for interim financial
reporting. The interim condensed consolidated financial statements are unaudited and, in the Company’s opinion, include all adjustments, consisting of normal recurring
adjustments and accruals necessary for a fair presentation of the Company’s condensed consolidated balance sheets, condensed consolidated statements of operations and
comprehensive income (loss), and condensed consolidated cash flows and statement of shareholders equity for the periods presented. The results reported in these interim
condensed consolidated financial statements should not be regarded as necessarily indicative of results that may be expected for the entire year. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) have been
omitted in accordance with regulations of the SEC. These interim condensed consolidated financial statements should be read in conjunction with the financial statements and
notes thereto included in the Company’s consolidated financial statements in the Company’s Annual Report on Form 10-K for the year ended December 31, 2019.
Use of Estimates
In preparing condensed consolidated financial statements in conformity with GAAP, management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of assets and liabilities at the date of the condensed consolidated financial statements and revenues and expenses during the
reported period. Actual results could differ from those estimates. Significant estimates include estimated useful lives and potential impairment of long-lived assets and
goodwill, inventory write offs, allowance for deferred tax assets, and allowance for bad debt.
Reclassification
Certain prior year amounts have been reclassified for consistency with the current year presentation. These reclassifications had no effect on the reported results of operations.
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Basis of Presentation and Principles of Consolidation
These condensed consolidated financial statements are presented in United States dollars and they include the accounts of urban-gro, Inc. and its wholly-owned subsidiaries.
The financial results of Impact have been included in the Company’s condensed consolidated financial statements from the date of acquisition on March 7, 2019 and all
intercompany transactions have been eliminated.
Recently Issued Accounting Pronouncements
From time to time, the Financial Accounting Standards Board (the “FASB”) or other standards setting bodies issue new accounting pronouncements. The FASB issues updates
to new accounting pronouncements through the issuance of an Accounting Standards Update ("ASU"). Unless otherwise discussed, the Company believes that the impact of
recently issued guidance, whether adopted or to be adopted in the future, is not expected to have a material impact on the Company’s financial statements upon adoption.
Functional and reporting currency and foreign currency translation
The functional and reporting currency of the Company and its subsidiaries is US dollars. All transactions in currencies other than US dollars are translated into US dollars on
the date of the transaction. Any exchange gains and losses related to these transactions are recognized in the current period’s earnings as other income (expense).
Fair Value of Financial Instruments
The Company’s financial instruments consist principally of cash and cash equivalents, accounts receivable, accounts payable, notes payable and other current assets and
liabilities. We value our financial assets and liabilities using fair value measurements. Fair value is based on the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. Assets and liabilities measured at fair value are categorized based on whether the inputs
are observable in the market and the degree that the inputs are observable. The categorization of financial instruments within the valuation hierarchy is based on the lowest level
of input that is significant to the fair value measurement. The hierarchy is prioritized into three levels (with Level 3 being the lowest) defined as follows:
Level 1: Quoted prices in active markets for identical assets or liabilities that the entity has the ability to access.
Level 2: Observable inputs other than prices included in Level 1, such as quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar
assets and liabilities in markets that are not active, or other inputs that are observable or can be corroborated with observable market data.
Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets and liabilities. This includes certain pricing
models, discounted cash flow methodologies, and similar techniques that use significant unobservable inputs.
The carrying amount of our cash and cash equivalents, accounts receivable, accounts payable, and other current assets and liabilities in our condensed consolidated financial
statements approximates fair value because of the short-term nature of the instruments. Investments in non-marketable equity securities are carried at cost less other-thantemporary impairments. The carrying amount of our notes payable and convertible debt at March 31, 2020 and December 31, 2019 approximates their fair values based on our
incremental borrowing rates.
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There have been no changes in Level 1, Level 2, and Level 3 categorizations and no changes in valuation techniques for these assets or liabilities for the three months ended
March 31, 2020.
Cash and Cash Equivalents
The Company considers all highly liquid short-term cash investments with an original maturity of three months or less to be cash equivalents. As of March 31, 2020 and
December 31, 2019, the Company did not maintain any cash equivalents. The Company maintains cash with financial institutions that may from time to time exceed federallyinsured limits. The Company has not experienced any losses related to these balances and believes the risk to be minimal. There were no restricted or compensating cash
balances as of March 31, 2020.
Accounts Receivable, Net
Trade accounts receivables are carried at the original invoiced amounts less an allowance for doubtful accounts. The balance of allowance for doubtful accounts at March 31,
2020 and December 31, 2019 was $23,920 and $18,920, respectively. The allowances for doubtful accounts are calculated based on a detailed review of certain individual
customer accounts and an estimation of the overall economic conditions affecting the Company's customer base. The Company reviews a customer's credit history before
extending credit to the customer. If the financial condition of its customers were to deteriorate, resulting in an impairment of their ability to make payments, additions to the
allowance would be required. A provision is made against accounts receivable to the extent they are considered unlikely to be collected. Occasionally the Company will write
off bad debt directly to the bad debt expense account when the balance is determined to be uncollectable. Bad debt expense for the three months ended March 31, 2020 and
2019 was $15,239 and $11,615, respectively.
Inventories
Inventories, consisting entirely of finished goods, are stated at the lower of cost or net realizable value, with cost determined using the weighted average cost method. The
Company periodically reviews the value of items in inventory and provides write-downs or write-offs of inventory based on its assessment of market conditions. Write-downs
and write-offs are charged to cost of goods sold at the realization of change in value. Once written down, inventories are carried at this lower basis until sold or scrapped.
Property and Equipment
Property and equipment is stated at cost less accumulated depreciation and impairment. Expenditures for major additions and improvements are capitalized and minor
replacements, maintenance, and repairs are charged to expense as incurred. When property and equipment is retired or otherwise disposed of, the cost and accumulated
depreciation are removed from the accounts and any resulting gain or loss is included in the results of operations for the respective period. Depreciation is provided over the
estimated useful lives of the related assets using the straight-line method for financial statement purposes. The Company uses other depreciation methods (generally accelerated)
for tax purposes where appropriate. No impairment charges were recorded for the three months ended March 31, 2020 and 2019.
The estimated useful lives for significant property and equipment categories are as follows:
Computer and Technology Equipment
Furniture and Equipment
Operating Lease Right of Use Assets
Leasehold Improvements
Vehicles
Software
Other Equipment

3 years
5 years
Lease term
Lease term
3 years
3 years
3 or 5 years
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Operating Lease Right of Use Assets
Operating lease right of use assets are stated at cost less accumulated depreciation, amortization and impairment. The Company has two operating leases with an imputed
annual interest rate of 8%. The weighted average life remaining on these leases as of March 31, 2020 is 19 months.
Convertible Notes
The Company accounts for its convertible notes at issuance by allocating the proceeds received from a convertible note among freestanding instruments according to ASC 470,
Debt, based upon their relative fair values. The fair value of debt and common stock is determined based on the closing price of the common stock on the date of the
transaction, and the fair value of warrants, if any, is determined using the Black-Scholes option-pricing model. Convertible notes are subsequently carried at amortized cost. The
fair value of the warrants is recorded as additional paid-in capital, with a corresponding debt discount from the face amount of the convertible note. Each convertible note is
analyzed for the existence of a beneficial conversion feature (“BCF”), defined as the fair value of the common stock at the commitment date for the convertible note, less the
effective conversion price. Beneficial conversion features are recognized at their intrinsic value, and recorded as an increase to additional paid-in capital, with a corresponding
reduction in the carrying amount of the convertible note (as a debt discount from the face amount of the convertible note). The discounts on the convertible notes, consisting of
amounts ascribed to warrants and beneficial conversion features, are amortized to interest expense, using the effective interest method, over the terms of the related convertible
notes. Beneficial conversion features that are contingent upon the occurrence of a future event are recorded when the contingency is resolved.
Intangible Assets
The Company’s intangible assets, consisting of legal fees for application of patents and trademarks and license fees paid for inspection services, are recorded at cost. Patents and
trademarks, once approved, will be amortized using the straight-line method over an estimated life, generally 5 years for patents and 10 to 20 years for trademarks. License fees
are amortized over 10 years. Intangible assets are included in “other assets” on the balance sheets. The net balance of intangible assets for March 31, 2020 and December 31,
2019 was $85,742 and $86,151, respectively. Amortization expense totaled $409 and $493 for the three months ended March 31, 2020 and 2019, respectively.
Goodwill
Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business combination. Goodwill is not amortized, but is tested for impairment
annually at each fiscal year end and at any time when events or circumstances suggest impairment may have occurred.
The testing for impairment consists of a comparison of the fair value of the reporting unit with its carrying amount. If the carrying amount of the reporting unit, including
goodwill, exceeds the fair value, an impairment will be recognized equal to the difference between the carrying value of the reporting unit goodwill and the implied fair value of
the goodwill. In testing goodwill for impairment, we determine the estimated fair value of our reporting units based upon a discounted future cash flow analysis. Goodwill is our
only indefinite-lived intangible asset. Definite-lived intangible assets are amortized using the straight-line method over the shorter of their contractual term or estimated useful
lives.

13

Impairment of Long-lived Assets
The Company evaluates potential impairment of long-lived assets whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. The carrying amount of a long-lived asset is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual
disposition of the asset. An impairment will be recognized as the amount by which the carrying amount of a long-lived asset exceeds its fair value.
Investments
Investments without readily determinable fair values and for which the Company does not have the ability to exercise significant influence are accounted for at cost with
adjustments for observable changes in prices or impairments.
Revenue Recognition
The Company recognizes revenue in accordance with ASC 606, Revenue from Contracts with Customers, which requires that five basic steps be followed to recognize revenue:
(1) a legally enforceable contract that meets criterial standards as to composition and substance is identified; (2) performance obligations relating to provision of goods or
services to the customer are identified; (3) the transaction price, with consideration given to any variable, noncash, or other relevant consideration, is determined; (4) the
transaction price is allocated to the performance obligations; and (5) revenue is recognized when control of goods or services is transferred to the customer with consideration
given to whether that control happens over time or not. Determination of criteria (3) and (4) are based on our management's judgments regarding the fixed nature of the selling
prices of the services and products delivered and the collectability of those amounts.
Our service and product revenues arise from contracts with customers. Service revenues include full facility programming, engineering and design services, start-up
commissioning services, facility optimization services and IPM planning and strategy services. Product revenues include an integrated suite of select cultivation equipment
systems and crop management products. We enter into separate contracts for the service and product revenues we provide to our customers to clarify our obligations under the
terms of the contracts. New contracts are entered into if the services to be performed or products to be delivered need to be modified. Service revenues are recognized when
services are rendered or completed in accordance with the terms of the contract. Product revenues are recognized when control of the products is transferred to the customer.
Customer Deposits
The Company’s policy is to collect deposits from customers at the beginning of the contract. The customer payments received are recorded as a customer deposit liability on the
balance sheet. When the contract is complete and meets all the criteria for revenue recognition, the customer is billed for the entire contract amount and the deposit is recorded
against the customer’s receivable balance. In certain situations when the customer has paid the deposit and services have been performed but the customer chooses not to
proceed with the contract, the Company may keep the deposit and recognize revenue.
Cost of Revenue
The Company’s policy is to recognize cost of revenues in the same manner as, and in conjunction with, revenue recognition. The Company’s cost of revenues includes the costs
directly attributable to revenue recognized and includes expenses related to the purchasing of products and providing services, fees for third-party commissions and shipping
costs. Total shipping costs included in the cost of goods sold was $156,971 and $128,867 for the three months ended March 31, 2020 and 2019, respectively.
Advertising Costs
The Company expenses advertisings costs in the periods the costs are incurred. Prepayments made under contracts are included in prepaid expenses and expensed when the
advertisement is run. Total advertising expense was $48,512 and $27,668 for the three months ended March 31, 2020 and 2019, respectively.
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Warrants
The Company accounts for its warrants issued in accordance with the GAAP accounting guidance under ASC 480, “Distinguishing Liabilities from Equity”. The Company
estimated the fair value of these warrants at the respective balance sheet dates using the Black-Scholes option pricing based on the estimated market value of the underlying
common stock at the valuation measurement date, the remaining contractual term, risk-free interest rate, and expected volatility of the price of the underlying common stock.
There is a moderate degree of subjectivity involved when using option pricing models to estimate the warrants and the assumptions used in the Black-Scholes option-pricing
model are moderately judgmental.
Stock-Based Compensation
The Company periodically issues shares of its common stock to employees and consultants in non-capital raising transactions for fees and services.
The Company accounts for stock issued to non-employees with the value of the stock compensation based upon the measurement date as determined at the grant date of the
award.
The Company accounts for stock grants issued and vesting to employees with the award being measured at its fair value at the date of grant and amortized ratably over the
vesting period. The Company also estimates forfeitures at the time of grant and revises those estimates in subsequent periods if actual forfeitures differ from its estimates.
Income Taxes
The Company files income federal tax returns in the United States and Canada and state and local tax return in applicable jurisdictions. Provisions for current income tax
liabilities, if any, would be calculated and accrued on income and expense amounts expected to be included in the income tax returns for the current year. Income taxes reported
in earnings, if any, would also include deferred income tax provisions.
Deferred income tax assets and liabilities, if any, would be computed on differences between the financial statement bases of assets and liabilities at the enacted tax rates.
Changes in deferred income tax assets and liabilities would be included as a component of income tax expense. The effect on deferred income tax assets and liabilities
attributable to changes in enacted tax rates would be charged or credited to income tax expense in the period of enactment. Valuation allowances would be established for
certain deferred tax assets when realization is not likely.
Assets and liabilities would be established for uncertain tax positions taken or positions expected to be taken in income tax returns when such positions, in the judgment of the
Company, do not meet a more-likely-than-not threshold based on the technical merits of the positions. Valuation allowances would be established for certain deferred tax assets
when realization is not likely.
Loss Per Share
The Company computes net loss per share by dividing net loss available to common stockholders by the weighted average number of common shares outstanding for the period.
Diluted earnings per share would be computed by dividing net loss by the weighted-average of all potentially dilutive shares of common stock that were outstanding during the
periods presented. The diluted earnings per share calculation is not presented as it results in an anti-dilutive calculation of net loss per share.
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The treasury stock method would be used to calculate diluted earnings per share for potentially dilutive stock options and share purchase warrants. This method assumes that
any proceeds received from the exercise of in-the-money stock options and share purchase warrants would be used to purchase common shares at the average market price for
the period.
NOTE 3 – RELATED PARTY TRANSACTIONS
The Company purchases some cultivation products from Bravo Lighting, LLC (d/b/a Bravo Enterprises) (“Bravo”) and Enviro-Glo, LLC (“Enviro-Glo”), manufacturers and
distributors of commercial building lighting and other product solutions with common control by the Company’s two major shareholders, Bradley Nattrass and Octavio
Gutierrez. Purchases from Bravo and Enviro-Glo totaled $0 and $2,432 for the three months ended March 31, 2020 and 2019, respectively. There were no outstanding
receivables from Bravo and Enviro-Glo for March 31, 2020 and December 31, 2019. Net outstanding payables incurred for purchases of inventory and other services to Bravo
and Enviro-Glo as of March 31, 2020 and December 31, 2019 was $10,117 and $8,570, respectively.
The Company has purchased goods from Cloud 9 Support, LLC (“Cloud 9”), a company owned by James Lowe, a director, shareholder, and debt holder. Purchases from Cloud
9 were $0 and $14,853 during the three months ended March 31, 2020 and 2019, respectively. Cloud 9 also purchases materials from the Company for use with their customers.
Total sales to Cloud 9 from the Company were $132,872 and $99,985 during the three months ended March 31, 2020 and 2019, respectively. Outstanding receivables from
Cloud 9 as of March 31, 2020 and December 31, 2019 totaled $26,836 and $49,659, respectively. Net outstanding payables for purchases of inventory and other services to
Cloud 9 totaled $16,402 for the period ending March 31, 2020 and December 31, 2019.
In October 2018, the Company received a $1,000,000, unsecured, interest only, promissory note (the “Promissory Note”) from Cloud9 Support Inc. (“Cloud9”), an entity
owned 100% by James Lowe, a director of the Company. The Promissory Note was originally due April 30, 2019. The Promissory Note is personally guaranteed by the
Company’s two majority shareholders, Bradley Nattrass, who is the Company’s Chairman and Chief Executive Officer, and Octavio Gutierrez, a director and former officer of
the Company. The Promissory Note includes additional consideration of 30,000 options at an exercise price of $1.20 per share. Under the initial terms of the Promissory Note,
the interest rate was 12.0% per year with interest payable monthly. In May 2019, the due date of the Promissory Note was extended to December 31, 2019 and the interest rate
was decreased to 9.0% per year payable monthly. In connection with the execution of the Credit Agreement (see Note 10 – Debt) on February 21, 2020, the Company entered
into an agreement to amend the Promissory Note (the “Amending Agreement”). Pursuant to the Amending Agreement, Cloud9 agreed to extend the maturity date of the
Promissory Note from December 31, 2019 to the date which is the earlier of 60 days following the date: (a) on which demand for repayment is made by the Lender under the
Credit Agreement; or (b) which is the Maturity Date of the Credit Agreement. As part of the Amending Agreement, the Company issued 100,000 shares of Common Stock to
James Lowe as designee of Cloud9.
NOTE 4 – NOTES RECEIVABLE
In January 2020, the Company and Total Grow Holdings, LLC (d/b/a/ Total Grow Control, LLC) (“TGH”), entered into an agreement whereby TGH agreed to purchase the
Company’s remaining investment in TGH in consideration for a short-term note due April 24, 2020 in the amount of $200,000 and a long-term note due in a lump sum on
January 27, 2025 in the amount of $110,000 with interest of 4.0% payable annually in arrears (see Note 6 – Investments). Per the terms of the agreement, the Company retains
its ownership interest in TGH until the $200,000 short-term note is repaid. As of the date of this report, TGH has not made any payments on the short-term note and the
Company has retained its ownership interest in TGH. TGH is now in default of both the short-term and the long-term notes payable and the Company is pursuing collection of
the total of both notes.
Interest income recognized on notes receivables for the three months ended March 31, 2020 and 2019, was $819 and $0, respectively.
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NOTE 5 – PREPAYMENTS AND OTHER ASSETS
Prepayments and other assets are comprised of prepayments paid to vendors to initiate orders and prepaid services and fees. The balances are summarized as follows:

Vendor prepayments
Prepaid services and fees
Deferred financing asset (See Note 10 - Debt)
Other assets
Prepayments and other assets

$

$

March 31,
2020
1,406,996
270,165
780,929
6,391
2,464,481

December 31,
2019
$
1,070,788
187,912
–
20,028
$
1,278,728

March 31,
2020
1,710,358
–
1,710,358

December 31, 2019
$
1,710,358
310,000
$
2,020,358

NOTE 6 – INVESTMENTS
The components of investments are summarized as follows:
Investment in Edyza
Investment in TGH

$
$

In January 2020, the Company and TGH entered into an agreement whereby TGH agreed to purchase the Company’s remaining investment in TGH (See Note 4 – Notes
Receivable).
NOTE 7 – GOODWILL
Goodwill
The Company recorded goodwill in conjunction with the acquisition of Impact Engineering on March 7, 2019. The goodwill balance as of March 31, 2020 and December 31,
2019 was $902,067. Goodwill is not amortized. There is no goodwill for income tax purposes. The Company did not record any impairment charges related to goodwill for the
periods ended March 31, 2020 and December 31, 2019.
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NOTE 8 – ACCRUED EXPENSES
Accrued expenses are summarized as follows:

Accrued operating expenses
Accrued wages and related expenses
Accrued interest expense
Accrued sales tax payable

$

$

March 31,
2020
721,395
456,588
56,542
419,137
1,653,662

December 31,
2019
$
854,056
487,327
–
345,458
$
1,686,841

Accrued sales tax payable is comprised of prior period sales tax payable to various states for 2015 through 2020. The Company has set up payment plans with the various taxing
agencies to relieve the obligation. The payment plans require monthly payments in various amounts over a period of 12 months.
NOTE 9 – NOTES PAYABLE
The following is a summary of notes payable excluding related party notes payable:
March 31,
2020
Unsecured, interest only, note payable with Chris Parkes originally due December 31, 2018. Interest payments due monthly
at an annual rate of 20.4%. Note payable revised in December 2018 extending the maturity date to March 31, 2020. During
August 2019, the maturity date was extended to March 31, 2020 and the interest rate was decreased to an annual rate of 9%.
In consideration for extending the due date of the Note and reducing the interest rate, the Company issued the Holder 3,000
shares of Common Stock. Beginning in April 2020, the Company is making monthly payments in the amount of $10,000.

$

December 31,
2019

80,000

80,000

100,000

100,000

Note payable with Hydrofarm Holdings Group, Inc. (“Hydrofarm”), secured by all currently existing and future assets.
Interest accrues at 8.0% per year and is paid quarterly. The note matures on the earlier of: (a) 90 days notice from
Hydrofarm; (b) acceleration of the note payable due to the Company being in default; or (c) December 2023. The note was
repaid in full on February 27, 2020.

–

2,000,000

Secured agreement to sell future receivables to GCF Resources, LLC, net of $30,000 in closing fees. The agreement requires
32 weekly payments of $42,190 totaling $1,350,000. The agreement matures on May 7, 2020 but is repayable prior to
maturity for less than the $1,350,000 in total payments. The note was repaid in full on February 27, 2020.

–

632,709

Unsecured, interest only, note payable with David Parkes originally due December 31, 2018. Interest payments due monthly
at an annual rate of 18.0%. Note payable revised in December 2018 extending the maturity date to March 31, 2020. During
August 2019, the maturity date was extended to March 31, 2020 and the interest rate was decreased to an annual rate of 9%.
In consideration for extending the due date of the Note and reducing the interest rate, the Company issued the Holder 3,000
shares of Common Stock. Beginning in April 2020, the Company is making payments in the amount of $10,000.

Total
Less current maturities
Long Term

$
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180,000
(180,000 )
–

$

2,812,709
(2,812,709)
–

NOTE 10 – DEBT
The Company's total borrowings as of March 31, 2020 and December 31, 2019 consisted of the following:

Revolving Facility
Term Loan, net of $390,464 unamortized debt issuance costs
Total
Less current debt due within one year
Total long-term debt

$

$

March 31,
2020
3,209,325
1,609,536
4,818,861
(4,818,861)
–

December 31,
2019
$

$

–
–
–
–
–

On February 21, 2020, we entered into a letter agreement (the “Credit Agreement”) by and among the Company, as borrower, urban-gro Canada Technologies Inc. and Impact.,
as guarantors, the lenders party thereto (the “Lenders”), and Bridging Finance Inc., as administrative agent for the Lenders (the “Agent”). The Credit Agreement, which is
denominated in Canadian dollars (C$), is comprised of (i) a 12-month senior secured demand term loan facility in the amount of C$2.7 million ($2.0 million), which was funded
in its entirety on the closing date (the “Term Loan”); and (ii) a 12-month demand revolving credit facility of up to C$5.4 million ($4.0 million), which may be drawn from time
to time, subject to the terms and conditions set forth in the Credit Agreement and described further below (the “Revolving Facility,” and together with the Term Loan, “the
Facilities”). The Credit Agreement will be in place for the original term of the Credit Agreement (1 year) plus a 1 year extension period at the discretion of the Lender as
provided in the Credit Agreement.
The final maturity date of the Facilities will be the earlier of (i) demand, and (ii) the date that is 12 months after the closing date, with a potential extension to the date that is 24
months after the closing date (the “Maturity Date”). The Facilities will bear interest at the annual rate established and designated by the Bank of Nova Scotia as the prime rate,
plus 11% per annum (13.5% as of March 31, 2020). Accrued interest on the outstanding principal amount of the Facilities will be due and payable monthly in arrears, on the last
business day of each month, and on the Maturity Date.
The Revolving Facility may be borrowed and re-borrowed on a revolving basis by the Company during the term of the Facilities, provided that borrowings under the Revolving
Facility will be limited by a loan availability formula equal to the sum of (i) 90% of insured accounts receivable, (ii) 85% of investment grade receivables, (iii) 75% of other
accounts receivable, (iv) 50% of eligible inventory, and (v) the lesser of C$4.05 million ($3.0 million) and (A) 75% of uncollected amounts on eligible signed equipment orders
for equipment systems contracts and (B) 85% of uncollected amounts on eligible signed professional services order forms for design contracts. The Revolving Facility may be
prepaid in part or in full without a penalty at any time during the term of the Facilities, and the Term Loan may be prepaid in full or in part without penalty subject to 60 days
prior notice in each case subject to certain customary conditions.
The Company incurred $1,222,323 of debt issuance costs in connection with these Facilities, of which $676,822 was non-cash in the form of common stock and warrant
issuances. The Company estimated the fair value of these warrants at the respective balance sheet dates using the Black-Scholes option pricing based on the estimated market
value of the underlying common stock. The Company recorded the debt issuance costs as either a deferred financing asset or a direct reduction of the loan obligation based on
the pro-rata value of the Revolving Facility and Term Loan, respectively, on the closing date. The debt issuance costs are amortized as interest expense over a period of 24
months based on management’s assessment that it is more likely than not that the Credit Agreement will be in place for a total period of 24 months. As of March 31, 2020, there
were $780,929 and $390,464 of unamortized debt issuance costs remaining related to the Revolving Facility and Term Loan, respectively.
The Company recorded interest expense of $298,634 and $99,971 in the accompanying condensed consolidated statements of operations for the three months ended March 31,
2020 and 2019, respectively, of which $50,930 and $0, respectively, was amortization of debt issuance costs.
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NOTE 11 – UNIT OFFERING
Effective January 9, 2019, the Company executed a letter agreement with an exclusive placement agent in connection with a private placement offering. Beginning in March
2019, the placement agent initiated an offering (the “Offering”) of up to $6,000,000 from the sale of Units, with each Unit consisting of a $1,000 Convertible Debenture (the
“Debentures” or a “Debenture”) and Common Stock Purchase Warrants (the “Warrants”) exercisable to purchase 207.46 shares of Common Stock at $3.00 per share for a
period of two years from the purchase date. The Debentures are due May 31, 2021 and bear interest at 8%, compounded annually, with interest due at maturity. The Debentures,
plus any accrued but unpaid interest, will automatically convert for no additional consideration into Common Shares at a conversion price of $2.41 per share upon the
occurrence of a liquidity event. A liquidity event means: (a) the date on which the Company’s Common Stock is listed for trading on a recognized stock exchange in either
Canada or the United States; and (b) securities issued pursuant to the Offering, including the Common Stock underlying both the conversion right included in the Debentures
and underlying the Warrants, have been duly qualified by a registration statement in the United States, allowing the securities to be freely tradeable pursuant to the U.S.
securities laws, or a prospectus in Canada. The Company filed a registration statement with the SEC on September 17, 2019, to register the securities in connection with the
Offering. That registration statement was declared effective October 16, 2019, triggering the liquidity event indicated above and the $2,565,000 in Debentures plus $92,037 in
accrued interest were converted into 1,102,513 Common Shares at $2.41 per share. The Warrants contain a mandatory exercise provision if the weighted average share price of
the Company’s Common Stock exceeds $5.00 per share for a period of five consecutive days. As of March 31, 2020, no warrants had been exercised.
NOTE 12 – OPERATING LEASE LIABILITIES & COMMITMENTS AND CONTINGENCIES
The following is a summary of operating lease liabilities:

Operating lease liabilities related to right of use assets.
Less current portion
Long term

$
$

March 31,
2020
191,386
(109,043 )
82,343

December 31,
2019
$
222,236
(123,395 )
$
98,841

The Company has two operating leases with an imputed annual interest rate of 8%. The weighted average remaining life of the leases is 19 months.
The following is a schedule showing future minimum lease payments:
Year ending
December 31,
2020
2021

Total Minimum
Lease Payments
$
165,516
$
77,688

From time to time, the Company is involved in routine litigation that arises in the ordinary course of business. There are no legal proceedings for which management believes
the ultimate outcome would have a material adverse effect on the Company’s results of operations and cash flows.
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NOTE 13 – RISKS AND UNCERTAINTIES
Concentration Risk
During the three months ended March 31, 2020, one vendor composed 21% and another vendor composed 15% of the Company’s total purchases. During the three months
ended March 31, 2019, one vendor composed 24% of the Company’s total purchases.
During the three months ended March 31, 2020 and 2019, one customer represented 26% and 27% of total revenue, respectively. At March 31, 2020 one customer represented
18% of total outstanding receivables. At December 31, 2019, one customer represented 15% and another represented 11% of total outstanding accounts receivables.
Coronavirus Pandemic
The recent outbreak of COVID-19, a novel strain of coronavirus first identified in China, which has spread across the globe including the U.S., has had an adverse impact on
our operations and financial condition. Most recently, the response to this coronavirus by federal, state and local governments in the U.S. has resulted in significant market and
business disruptions across many industries and affecting businesses of all sizes. This pandemic has also caused significant stock market volatility and further tightened capital
access for most businesses. Given that the COVID-19 pandemic has caused a significant economic slowdown it appears increasingly likely that it could cause a global
recession, which could be of an unknown duration and could have had an adverse effect on our liquidity and profitability.
As a result of these events, we assessed our near-term operations, working capital, finances and capital formation opportunities, and implemented, in late March 2020, a
downsizing of our operations and workforce to preserve cash resources and focus our operations on customer-centric sales and project management activities. The duration and
likelihood of success of this workforce reduction are uncertain. If this downsizing effort does not meet our expectations, or additional capital is not available, we may not be
able to continue our operations. Other factors that will affect our ability to continue operations include the market demand for our products and services, our ability to service
the needs of our customers and prospects with a reduced workforce, potential contract cancellations, project scope reductions and project delays, our ability to fulfill our current
backlog, management of our working capital, the availability of cash to fund our operations, and the continuation of normal payment terms and conditions for purchase of our
products. In light of these extenuating circumstances, there is no assurance that we will be successful in growing and maintaining our business with our customers. If our
customers or prospects are unable to obtain project financing and we are unable to increase revenues, or otherwise generate cash flows from operations, we will not be able to
successfully execute on the various strategies and initiatives we have set forth in this Report to grow our business.
The ultimate magnitude of COVID-19, including the extent of its impact on our financial and operational results, which could be material, will depend on the length of time that
the pandemic continues, its effect on the demand for our products and our supply chain, the effect of governmental regulations imposed in response to the pandemic, as well as
uncertainty regarding all of the foregoing. We cannot at this time predict the full impact of the COVID-19 pandemic, but it could have a larger material adverse effect on our
business, financial condition, results of operations and cash flows beyond what is discussed within this Report.
NOTE 14 – STOCK BASED COMPENSATION
Stock based compensation expense for the three months ended March 31, 2020 and 2019 was $432,645 and $588,697, respectively based on the vesting schedule of the stock
grants and options. No cash flow affects are anticipated for stock grants.
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In January 2017, the Company began granting stock to attract, retain, and reward employees with Common Stock. Stock grants are offered as part of the employment offer
package, to ensure continuity of employment or as a reward for performance. Each of these grants requires a specific tenure of employment before the grant vests with typical
vesting periods of 1 to 3 years of employment.
In January 2018, the Company implemented an equity incentive plan (the “Plan”) to reward and attract employees and compensate vendors for services when applicable. Stock
options are offered as part of an employment offer package, to ensure continuity of service or as a reward for performance. The fair value of the options is calculated using the
Black-Scholes pricing model based on the estimated market value of the underlying common stock at the valuation measurement date $0.90, the remaining contractual term of
the options of 10 years, risk-free interest rate of 2.75% and expected volatility of the price of the underlying common stock of 100%.
In May 2019, the Company adopted a new equity incentive plan, authorizing an aggregate of 3,500,000 shares of Common Stock for issuance thereunder. Stock grants under
the equity incentive programs are valued at the price of the stock on the date of grant. There is a moderate degree of subjectivity involved when estimating the value of the
options with the Black Scholes option pricing model as the assumptions used are moderately judgmental. Stock options and stock grants are sometimes offered as part of an
employment offer package, to ensure continuity of service or as a reward for performance.
The following schedule shows stock grant activity for the three months ended March 31, 2020:
Grants outstanding as of December 31, 2019
Grants awarded
Forfeiture/Cancelled
Grants vested
Grants outstanding as of March 31, 2020

412,501
300,000
(200,000)
–
512,501

The following table summarizes stock grant vesting periods.
Number of
Shares
264,167
148,334
100,000
512,501

Unrecognized stock
compensation
expense
$
183,125
93,784
33,333
$
310,243
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Year Ending
December 31,
2020
2021
2022

The following schedule shows stock option activity for the three months ended March 31, 2020.
Number of
Shares
1,702,167
2,395,000
–
87,500
4,009,667
1,108,996

Stock options outstanding as of December 31, 2019
Issued
Exercised
Expired
Stock options outstanding at March 31, 2020
Stock options exercisable at March 31, 2020

Weighted Average
Remaining
Life (Years)
9.21
9.58
–
9.14
9.42
8.91

Weighted Average
Exercise
Price
$
1.21
$
1.00
–
$
1.35
$
1.09
$
1.12

The following table summarizes stock option vesting periods under the stock options plans.
Number of
Shares
1,099,707
1,070,631
730,334
2,900,672

Unrecognized stock
compensation
expense
$
913,349
887,290
573,603
$
2,374,242

Year Ending
December 31,
2020
2021
2022

NOTE 15 – SHAREHOLDERS’ EQUITY
In March 2020, an executive left the Company and returned 100,000 common shares as part of the related separation agreement. The Company retired the shares and reduced
its issued and outstanding stock by 100,000 shares.
NOTE 16 - INCOME TAXES
The Company has experienced substantial losses for both book and tax purposes since inception and to date has not provided for any income tax expense. The potential future
recovery of any tax assets that the Company may be entitled to due to these accumulated losses is uncertain and these tax assets are fully reserved based on management’s
current estimates.
The Company’s estimated operating loss carryforwards and expiration dates for tax purposes are as follows:
2016 - $1,618,386 expiring in 2036
2017 - $2,182,354 expiring in 2037
2018 - $2,216,005 no expiration
2019 - $5,914,381 no expiration
2020 - $1,252,986 no expiration
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Realization of operating loss carryforwards to offset future operating income for tax purposes are subject to various limitations including change of ownership and current year
taxable income percentage limitations.
The Company has no credit carryforwards for tax purposes.
The Company’s tax returns since inception are subject to examination by taxing jurisdictions in the United States and Canada.
NOTE 17 – WARRANTS
Warrants are immediately exercisable upon issuance. The following table shows warrant activity for the three months ended March 31, 2020.
Number of shares
692,034
124,481
816,515
816,515

Warrants outstanding as of December 31, 2019
Issued in conjunction with debt
Warrants outstanding as of March 31, 2020
Warrants exercisable as of March 31, 2020

Weighted Average
Exercise Price
$
2.88
$
2.41
$
2.81
$
2.81

The weighted-average life of the warrants is 1.8 years. The aggregate intrinsic value of the warrants outstanding and exercisable at March 31, 2020 is $0.
NOTE 18 – SUBSEQUENT EVENTS
Management has assessed and determined that no significant subsequent events are to be disclosed according to ASC 855.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our condensed consolidated financial statements and notes thereto included herein.
Overview
urban-gro is a leading engineering design services company that integrates complex environmental equipment systems to create high-performance indoor cultivation facilities
for the global commercial horticulture market. Our custom tailored, plant-centric approach to design, procurement, and integration provides a single point of accountability
across all aspects of indoor growing operations. Our solution offers functionality that helps customers manage the entire cultivation lifecycle, from facility engineering and
design to operation and day-to-day management. We offer a full range of custom services that are integrated with select cultivation equipment and product solutions, which we
primarily source from third party technology and manufacturing partners but also develop in-house.
Our service offerings include full facility programming, engineering and design services, start-up facility and equipment commissioning services, facility optimization services
and IPM planning and strategy services. Complementing these services, we work with customers to source an integrated suite of select cultivation equipment systems and crop
management products, which include: (1) environmental controls, fertigation, and irrigation distribution systems; (2) freshwater, wastewater, and condensation treatment
systems; (3) purpose-built HVAC solutions; (4) light emitting diode (“LED”), high-pressure sodium (“HPS”) and ceramic metal halide (“CMH”) lighting systems; (5) rolltop,
multi-tier, and automated container benching systems; (6) odor mitigation & microbial reduction systems; (7) air flow systems; (8) industrial spray applicators; (9) pesticides
and bio-controls; (10) plant nutrition products; (11) substrate and coco bag solutions; and (12) our Soleil® technology data analytics platform that includes wireless
environmental & substrate sensing and remote monitoring and support.
We primarily market and sell our products and services to operators of commercial indoor cultivation facilities in the United States and Canada. To date, our primary customer
base has been comprised of indoor commercial cultivators seeking to grow high-quality cannabis crops. We have designed and assisted in the build-out of over 200 projects for
some of the largest independent and multi-state operators (MSOs) in both the United States and Canada. With Grow2Guys’ experience on over 300 projects, our engineering
and design teams have combined experience of over 500 projects.
Although the rapidly expanding cannabis market has been our target market and substantially all of our revenues to date have been generated from customers in the cannabis
industry, we are seeking to diversify our customer base by expanding into other segments of the indoor horticultural market, including targeting cultivators of high value crops
such as tomatoes, strawberries, chilies, peppers, and leaf lettuce. During 2019, we also began exploring the potential demand for our solutions in select countries, including
those within Latin America and Europe.
RECENT DEVELOPMENTS
As the cannabis industry has matured, so has the scrutiny by the capital markets. Both investors and analysts are evaluating companies and their focus on profitability. In
August 2019, due to liquidity constraints, we commenced targeted cost reduction initiatives to focus on our company’s core services. We believe these targeted efforts will
reduce our ongoing operating expenses, including general and administrative costs, as follows:
·
·
·
·

Reduced employee headcount by 15, which we expect to result in future annual savings of up to $1.8 million, including benefits and travel;
Reduced annual marketing expenditures by $0.5 million by limiting participation in tradeshows and outsourced marketing functions;
Eliminated outsourced product development, which we spent approximately $0.3 million on during the year ended December 31, 2019; and
Reduced corporate functions and activities, which is expected to result in future annual savings of up to $0.2 million.
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COVID-19 Pandemic
In December 2019, a novel strain of coronavirus, COVID-19, was reported to have surfaced in Wuhan, China. In January 2020, this coronavirus spread to other countries,
including the United States, and efforts to contain the spread of this coronavirus intensified. In March 2020, the World Health Organization declared the outbreak of the
coronavirus a pandemic. We are a business that supplies other essential businesses with support and supplies necessary to operate and we therefore believe we are an essential
business allowed to continue operating under the Stay-At-Home Orders issued by many states and cities. However, the extent to which the COVID-19 pandemic impacts our
results will depend on future developments, which are highly uncertain and cannot be predicted, including new information which may emerge concerning the severity of
COVID-19 and the actions to contain COVID-19 or treat its impact. The outbreak and any preventative or protective actions that governments or we may take in respect of
COVID-19 may result in a period of business disruption, reduced customer business and reduced operations.
Due to the uncertainty and adverse impact on our operations and financial condition resulting from the outbreak of COVID-19, we took the following actions:
·
·
·

In March 2020, we began executing a substantial reduction in discretionary marketing and general & administrative expenses;
On March 30, 2020, we reduced our headcount by 13 people (27%), from 48 to 35, by terminating ten employees and furloughing three other employees, including one
member of our leadership team;
Effective April 6, 2020, we reduced compensation for almost every remaining employee, including a 20% reduction for the senior members of our leadership team.

The ultimate magnitude of COVID-19, including the extent of its impact on our financial and operational results, which could be material, will depend on the length of time that
the pandemic continues, its effect on the demand for our products and our supply chain, the effect of governmental regulations imposed in response to the pandemic, as well as
uncertainty regarding all of the foregoing. We cannot at this time predict the full impact of the COVID-19 pandemic, but it could have a larger material adverse effect on our
business, financial condition, results of operations and cash flows beyond what is discussed within this Report.
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”)
On March 27, 2020, the CARES Act was enacted. The CARES Act is an approximate $2 trillion emergency economic stimulus package passed in response to the coronavirus
outbreak. The CARES Act, among other things, includes broad sweeping provisions such as direct financial assistance to Americans in the form of one-time payments to
individuals; aid to businesses in the form of loans and grants; and efforts to stabilize the U.S. economy and keep Americans employed in general. On April 16, 2020, we
received a loan in the amount of $1,020,600 under the Paycheck Protection Program (“PPP”) of the CARES Act. The PPP provides for loans to qualifying businesses for
amounts up to 2.5 times the average monthly payroll expenses of the qualifying business. The PPP provides a mechanism for forgiveness of up to the full amount borrowed after
eight weeks as long as the borrower uses the loan proceeds during the eight-week period after the loan origination for eligible purposes, including payroll costs, certain benefits
costs, rent and utilities costs or other permitted purposes, and maintains its payroll levels, subject to certain other requirements and limitations. The amount of loan forgiveness
is subject to reduction, among other reasons, if the borrower terminates employees or reduces salaries during the eight-week period. The interest rate on the loan is 1.0% per
annum. Payments of principal and interest are deferred for seven months from the date of the loan (the “Deferral Period”). Any unforgiven portion of the PPP Loan is payable
over the two-year term, with payments deferred during the Deferral Period. The Company is permitted to prepay the loan at any time without payment of any premium.
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Results Of Operations
We generate revenue from (i) engineering design service fees received for the engineering and design of cultivation facilities and complex equipment systems, (ii) the sale,
integration, and commissioning of these equipment systems, and (iii) selling consumable products and professional consulting services once facilities are operational.
Comparison of Results of Operations for the three months ended March 31, 2020 compared to 2019
During the three months ended March 31, 2020, we generated revenues of $4.3 million compared to revenues of $5.8 million during the three months ended March 31, 2019, a
decrease of $1.6 million, or 27%. This decrease was comprised of a $1.6 million decrease in cultivation equipment sales, a $0.8 million decrease in complex equipment systems
sales, and a $0.2 million decrease in professional services. This was partially offset by a combined $0.9 million increase in environmental sciences revenues and a $0.1 million
increase in recurring revenue and other. We believe a portion of the decrease in revenues was the result of customers deferring spending due to the impacts of COVID-19.
During the three months ended March 31, 2020, cost of sales was $3.1 million compared to $4.2 million during the three months ended March 31, 2019, a decrease of $1.1
million, or 25%. This change was directly related to the decrease in revenue.
Gross profit was $1.1 million (26% of revenue) during the three months ended March 31, 2020 compared to $1.6 million (28% of revenue) during the three months ended March
31, 2019. Gross profit as a percentage of revenue decreased due to an increase in salary allocation for design services in the current year when compared to the prior year.
Operating expenses decreased by $0.5 million, or 16%, to $2.5 million for the three months ended March 31, 2020 compared to $3.0 million for the three months ended March
31, 2019. The decrease in operating expenses was comprised of a $0.2 million reduction of marketing related expenses, a $0.2 million reduction in stock-based compensation
expense, and a $0.1 million reduction of salary related expenses.
Due to liquidity constraints, during the three months ended March 31, 2020, we implemented certain cost reduction initiatives that reduced operating expenses by $0.5 million
during the three months ended March 31, 2020, as compared to the three months ended March 31, 2019, and we anticipate future reductions as well.
Non-operating expenses increased $0.2 million to $0.3 million for the three months ended March 31, 2020, compared to $0.1 million for the three months ended March 31,
2019. This increase was attributable to an increase in higher interest expense due to newly issued debt that was not present in the prior year.
As a result of the above, we incurred a net loss of $1.7 million for the three months ended March 31, 2020, ($0.06) per share compared to a net loss of $1.5 million for the three
months ended March 31, 2019, ($0.06) per share.
NON-GAAP FINANCIAL MEASURES
We define Adjusted EBITDA as net income (loss) attributable to urban-gro, Inc., determined in accordance with GAAP, excluding the effects of interest expense, depreciation
and amortization of acquired intangible assets and stock-based compensation. We use Adjusted EBITDA as a measure of our operating performance. Adjusted EBITDA is a
supplemental non-GAAP financial measure. Adjusted EBITDA is not a substitute for net income (loss), income (loss) from operations, cash flows from operating activities or
any other measure prescribed by accounting principles generally accepted in the United States of America ("GAAP").
Our board of directors and management team focus on Adjusted EBITDA as a key performance and compensation measure. Adjusted EBITDA assists us in comparing our
performance over various reporting periods because it removes from our operating results the impact of items that our management believes do not reflect our core operating
performance.
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There are limitations to using non-GAAP measures such as Adjusted EBITDA. Although we believe that Adjusted EBITDA can make an evaluation of our operating
performance more consistent because it removes items that do not reflect our core operations, other companies in our industry may define Adjusted EBITDA differently than
we do. As a result, it may be difficult to use Adjusted EBITDA to compare the performance of those companies to our performance. Adjusted EBITDA should not be
considered as a measure of the income generated by our business or discretionary cash available to us to invest in the growth of our business.
The following table reconciles net loss attributable to the Company to total Adjusted EBITDA for the periods presented (in thousands):
Three months Ended March 31,
2020
2019
Net Income (loss)
Interest expense
Depreciation and Amortization
Stock-based compensation
Adjusted EBITDA

$

(1,696)
299
61
433
(903)

$

(1,481)
100
59
589
(733)

Adjusted EBITDA for the three months ended March 31, 2020 was a negative $0.9 million, compared to a negative $0.7 million in the prior year period due primarily to higher
interest related to the Term Loan and Revolving Facility.
Liquidity and Capital Resources
As of March 31, 2020, we had cash of $569,529, which represented an increase of $120,826 from December 31, 2019.
Since inception, we have incurred significant operating losses and have funded our operations primarily through issuances of equity securities, debt, and operating revenue. As
of March 31, 2020, we had an accumulated deficit of $18,586,257, a working capital deficit of $8,639,227, and negative stockholders’ equity of $5,594,498. There remain risks
and uncertainties regarding our ability to generate sufficient revenues to pay our debt obligations and accounts payable when due. These risks and uncertainties raise substantial
doubt about our ability to continue as a going concern within one year after the date that the condensed consolidated financial statements in connection with this Report are
issued. The condensed consolidated financial statements included in this Report have been prepared on a going concern basis and do not include any adjustments relating to the
recoverability and classification of recorded asset amounts or amounts of liabilities that might result from the outcome of this uncertainty. Our ability to continue as a going
concern is dependent upon, among other things, our ability to generate revenue, control costs and raise capital. Such capital, however, may not be available, if at all, on terms
that are acceptable to us.
Although we are not actively engaged in the production of cannabis, federal law prohibitions on the cannabis industry in the United States inhibit our ability to establish
traditional banking support and opportunities. Specifically, conventional banks are currently unwilling to provide us with any financing normally available to growth stage
companies similar to ourselves, including purchase order financing. As a result, we have been forced to finance our expansion primarily by raising capital privately, as well as
through private debt and operating capital. This has placed a significant impediment on our cash flows. However, as described above in Note 10 to the Condensed Consolidated
Financial Statements, on February 21, 2020, we entered into the Credit Agreement, providing for a 12-month senior secured demand term loan facility in the amount of C$2.7
million ($2.0 million) and a 12-month demand revolving credit facility of up to C$5.4 million ($4.0 million). Our failure to obtain additional debt or equity financing in the
future could have a negative impact on our ability to continue as a going concern or to grow and expand our operations, which will have a negative impact on our anticipated
results of operations.

28

Effective January 9, 2019, we executed a letter agreement with an exclusive placement agent in connection with a private placement offering. Beginning in March 2019, the
placement agent initiated an offering (the “Offering”) of up to $6.0 million from the sale of Units, with each Unit consisting of a $1,000 Convertible Debenture (the
“Debentures”) and Common Stock Purchase Warrants (the “Warrants”) to purchase 207.46 shares of our Common Stock at $3.00 per share for a period of two years from the
purchase date. The Debentures were due May 31, 2021 and bore interest at 8%, compounded annually, with interest due at maturity. On October 16, 2019, the $2.6 million in
Debentures plus $92,037 in accrued interest were converted into 1,102,513 Common Shares at $2.41 per share pursuant to their terms as a result of our registration of the
securities on a registration statement that was declared effective on such date. The Warrants contain a mandatory exercise provision if the weighted average share price of our
Common Stock exceeds $5.00 per share for a period of five consecutive days.
If we do not raise enough funds from a financing, or generate sufficient operating cash flow, or if additional expenditures and acquisitions are identified and we cannot use our
securities as compensation, we will need additional funding to continue to implement our business plan and to execute our strategic initiatives. Other than the amount
availability pursuant to the Revolving Facility, we do not currently have an agreement with any third party to provide us with such financing and there can be no assurances that
we will be able to raise any capital on commercially reasonable terms, or at all. If we require additional capital and are unable to raise the same, it could have a material negative
impact on our results of operations.
Net cash used in operating activities was $1.9 million during the three months ended March 31, 2020, compared to $0.4 million for the three months ended March 31, 2019.
Operating cash has been positively impacted from an increase in customer deposits as demand for our solution increased in the later half of the three months ended March 31,
2020. At March 31, 2020, we had $3.6 million in customer deposits related to customer orders, which compared favorably to customer deposits of $2.9 million as of December
31, 2019. We require prepayments from customers before any design work is commenced and before any material is ordered from the vendor. These prepayments are booked to
the customer deposits liability account when received. Our standard policy is to collect the following before action is taken on a customer order: 50% deposit; and the remaining
50% payment made prior to shipping. We expect customer deposits to be relieved from the deposits account no longer than 12 months for each project. We do not have trade
payable terms with most of our vendors and as a result, we are required to prepay a portion or all of the total order.
Net cash used in investing activities was $0.05 million for the three months March 31, 2020, compared to $0.2 million during the three months ended March 31, 2019.
Historically, cash has been used to increase our investments in strategic partnerships and to acquire property and equipment. We do not anticipate using significant cash in the
future to invest in strategic partnerships. We will continue to have ongoing needs to purchase property and equipment to maintain our operations. We have no material
commitments for capital expenditures as of March 31, 2020.
Net cash provided by financing activities was $2.0 million for the three months ended March 31, 2020, compared to $0.4 million during the three months ended March 31, 2019.
Cash provided from financing activities during the three months ended March 31, 2020 primarily relates to $5.2 million in proceeds received from the issuance of debt offset by
$2.6 million used in the repayment of notes payable and $0.5 million in financing fees related to the issuance of debt.
Inflation
Although our operations are influenced by general economic conditions, we do not believe that inflation had a material effect on our results of operations during the three
months ended March 31, 2020.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES
Critical Accounting Policies and Estimates
The discussion and analysis of our financial condition and results of operations are based upon our financial statements, which have been prepared in accordance with
accounting principles generally accepted in the United States. The preparation of these financial statements requires us to make estimates and judgments that affect the amounts
of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. On an on-going basis, we evaluate our estimates based on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or
conditions. See Note 2, Summary of Significant Accounting Policies, to the Notes to Consolidated Financial Statements contained in this Report for a discussion of our
significant accounting policies.
OFF-BALANCE SHEET ARRANGEMENTS
We have not entered into any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources and would be considered material to investors.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
We are a smaller reporting company and are not required to provide the information under this Item pursuant to Regulation S-K.
ITEM 4. CONTROLS AND PROCEDURES.
DISCLOSURE CONTROLS AND PROCEDURES
Disclosure Controls and Procedures – Our management, with the participation of our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), has evaluated the
effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period covered by
this Report.
These controls are designed to ensure that information required to be disclosed in the reports we file or submit pursuant to the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the rules and forms of the SEC, and that such information is accumulated and communicated to our management, including our
CEO and CFO to allow timely decisions regarding required disclosure.
Based on this evaluation, our CEO and CFO have concluded that our disclosure controls and procedures were effective as of March 31, 2020, at reasonable assurance levels.
We believe that our financial statements presented in this Form 10-Q fairly present, in all material respects, our financial position, results of operations, and cash flows for all
periods presented herein.
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Inherent Limitations – Our management, including our CEO and CFO, does not expect that our disclosure controls and procedures will prevent all error and all fraud. A control
system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. The design of any
system of controls is based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its
stated goals under all potential future conditions. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must
be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues
and instances of fraud, if any, within our company have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdown can occur because of simple error or mistake. In particular, many of our current processes rely upon manual reviews and processes to ensure that neither human
error nor system weakness has resulted in erroneous reporting of financial data.
Changes in Internal Control over Financial Reporting – There were no changes in our internal control over financial reporting during our quarter ended March 31, 2020, which
were identified in conjunction with management’s evaluation required by paragraph (d) of Rules 13a-15 and 15d-15 under the Exchange Act, that have materially affected, or
are reasonably likely to materially affect, our internal control over financial reporting.
This Report does not include an attestation report of our registered public accounting firm regarding internal control over financial reporting. Management’s report was not
subject to attestation by our registered public accounting firm pursuant to temporary rules of the SEC that permit us to provide only management’s report in this Report.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
To the best of our management’s knowledge and belief, there are no material claims that have been brought against us nor have there been any claims threatened.
ITEM 1A. RISK FACTORS
There were no material changes to the risk factors previously disclosed in Part I, Item 1A, Risk Factors, of our Annual Report on Form 10-K for the year ended December 31,
2019.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. MINE SAFETY DISCLOSURE
Not Applicable.
ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS
Exhibit
No.

Description

3.1

Articles of Incorporation filed with the Colorado Secretary of State on March 10, 2017 (incorporated by reference to Form S-1 Registration Statement filed on
May 15, 2018).

3.2

Bylaws of Registrant (incorporated by reference to Form S-1 Registration Statement filed on May 15, 2018).

3.3

Specimen Stock Certificate (incorporated by reference to Form S-1 Registration Statement filed on May 15, 2018).

31.1

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2

Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
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Certification of Chief Executive Officer and Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS

XBRL Instance Document

101.SCH

XBRL Schema Document

101.CAL

XBRL Calculation Linkbase Document

101.DEF

XBRL Definition Linkbase Document

101.LAB

XBRL Label Linkbase Document

101.PRE

XBRL Presentation Linkbase Document
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SIGNATURES
Pursuant to the requirements of Section 12 of the Securities and Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned, thereunto duly authorized on July 6, 2020.
URBAN-GRO, INC.
By:/s/ Bradley Nattrass
Bradley Nattrass,
Principal Executive Officer, a duly authorized officer
By:/s/ Richard Akright
Richard A. Akright, Principal Financial Officer and Principal
Accounting Officer
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Exhibit 31.1
CERTIFICATION PURSUANT TO
18 USC, SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES OXLEY ACT OF 2002
I, Bradley Nattrass certify that:
1.

I have reviewed this quarterly report on Form 10-Q of urban-gro, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary in order to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

Dated: July 6, 2020

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
/s/ Bradley Nattrass
Bradley Nattrass, Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO
18 USC, SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES OXLEY ACT OF 2002
I, Richard Akright, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of urban-gro, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary in order to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

5.

Dated: July 6, 2020

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
/s/ Richard Akright
Richard A. Akright, Chief Financial Officer

Exhibit 32
CERTIFICATION PURSUANT TO
18 USC, SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this quarterly report of urban-gro, Inc. (the “Company”) on Form 10-Q for the three month period ended March 31, 2020, as filed with the Securities
and Exchange Commission on July 6, 2020, (the “Report”), we, the undersigned, in the capacities and on the date indicated below, certify, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of our knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: July 6, 2020

s/ Bradley Nattrass
Bradley Nattrass, Chief Executive Officer

Dated: July 6, 2020

s/ Richard Akright
Richard Akright, Chief Financial Officer

