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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
Nxt-ID, Inc. and Subsidiaries
CONDENSED CONSOLIDATED BALANCE SHEETS
March 31,
2021
(Unaudited)

December 31,
2020

Assets
Current Assets
Cash
Restricted cash
Accounts receivable, net
Inventory, net
Prepaid expenses and other current assets
Total Current Assets
Property and equipment:
Equipment
Furniture and fixtures
Tooling and molds

$

Accumulated depreciation
Property and equipment, net
Right-of-use assets
Goodwill
Other intangible assets, net of amortization of $3,553,950 and $3,366,105, respectively
Total Assets

8,515,824
150,130
67,674
780,479
536,268
10,050,375

$

183,044
98,839
644,462
926,345
(913,149)
13,196
292,797
15,479,662
5,050,617

4,387,416
150,130
133,719
767,351
455,553
5,894,169
183,044
98,839
644,462
926,345
(897,137)
29,208
306,786
15,479,662
5,238,462

$

30,886,647

$

26,948,287

$

2,305,317
1,717,711
45,000
2,062,500
6,130,528

$

2,748,814
1,315,262
346,390
2,062,500
6,472,966

Liabilities, Series C Preferred Stock and Stockholders’ Equity
Current Liabilities
Accounts payable
Accrued expenses
Short-term debt
Term loan facility - current
Total Current Liabilities

Term loan facility, net of debt discount of $60,055 and $137,855, respectively, and deferred debt issuance costs of
$310,665 and $713,119, respectively
3,147,032
8,182,403
Other long-term liabilities
1,311,209
1,326,409
Total Liabilities
10,588,769
15,981,778
Commitments and Contingencies
Series C Preferred Stock
Series C Preferred Stock, par value $0.0001 per share: 2,000 shares designated; 2,000 shares issued and outstanding as
of March 31, 2021 and December 31, 2020, respectively
1,807,300
1,807,300
Stockholders’ Equity
Preferred Stock, par value $0.0001 per share: 10,000,000 shares authorized
Series A Preferred Stock, par value $0.0001 per share: 3,125,000 shares designated; 0 shares issued and outstanding
as of March 31, 2021 and December 31, 2020, respectively
Series B Preferred Stock, par value $0.0001 per share: 4,500,000 shares designated; 0 shares issued and outstanding as
of March 31, 2021 and December 31, 2020, respectively
Series D Preferred Stock, par value $0.0001 per share: 1,515,151 shares designated; 0 shares issued and outstanding
as of March 31, 2021 and December 31, 2020, respectively
Series E Preferred Stock, par value $0.0001 per share: 1,476,016 shares designated; 0 shares issued and outstanding as
of March 31, 2021 and December 31, 2020, respectively
Common Stock, par value $0.0001 per share: 100,000,000 shares authorized; 53,311,898 and 40,619,974 shares
issued and outstanding as of March 31, 2021 and December 31, 2020, respectively
5,331
4,062
Additional paid-in capital
89,616,202
74,583,144
Accumulated deficit
(71,130,955)
(65,427,997)
Total Stockholders’ Equity
18,490,578
9,159,209
Total Liabilities, Series C Preferred Stock and Stockholders’ Equity
$ 30,886,647 $ 26,948,287
The accompanying notes are an integral part of these condensed consolidated financial statements.
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Nxt-ID, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
For the Three Months Ended
March 31,
2021
2020
Revenues
Cost of goods sold

$

2,438,682
888,093

$

3,744,029
948,124

Gross Profit

1,550,589

2,795,905

Operating Expenses
General and administrative
Selling and marketing
Research and development

1,498,123
560,441
274,915

844,206
725,681
186,612

Total Operating Expenses

2,333,479

1,756,499

Operating (Loss) Income

(782,890)

1,039,406

Other Income and (Expense)
Interest expense
Warrant modification expense
Forgiveness of PPP loan and accrued interest
Total Other Expense, Net

(861,248)
(2,881,729)
303,710
(3,439,267)

(601,342)
(601,342)

(Loss) Income before Income Taxes
Provision for Income Taxes

(4,222,157)
-

438,064
-

Net (Loss) Income
Preferred stock dividends, including deemed dividend on redeemable Series E convertible preferred stock

(4,222,157)
(1,555,801)

438,064
(25,000)

Net (Loss) Income applicable to Common Stockholders

$

(5,777,958) $

413,064

Net (Loss) Income Per Share – Basic and Diluted

$

(0.12) $

0.01

Weighted Average Number of Common Shares Outstanding – Basic and Diluted

48,192,546

The accompanying notes are an integral part of these condensed consolidated financial statements.
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30,153,203

Nxt-ID, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE THREE MONTHS ENDED MARCH 31, 2021
(Unaudited)

Preferred Stock
Shares
Amount
Balance - January 1,
2021

-

$

Common Stock
Shares
Amount
-

40,619,974

Issuance of stock
options for services

$

4,062

$

Additional
Paid-in

Accumulated

Capital

Deficit

74,583,144

Total

$ (65,427,997) $

9,159,209

-

-

40,000

-

40,000

-

-

-

-

4,000,003

2,952,032

295

3,999,708

-

-

-

-

1,480,801

Exercise of common
stock purchase
warrants for cash

5,367,737

537

6,669,957

Exercise of common
stock purchase
warrants on a
cashless basis

4,239,329

424

Warrant modification
expense recorded in
connection with the
issuance of
replacement
warrants

-

-

Shares issued in
connection with the
management
incentive plans for
2018 and 2019

132,826

13

Fees incurred in
connection with
equity warrants

-

-

Net loss

-

-

-

-

Issuance of Series E
preferred stock, net

1,476,016

4,000,003

Conversion of Series E
preferred stock to
common stock

(1,476,016)

(4,000,003)

Deemed dividend
related to beneficial
conversion feature
of Series E
preferred stock

Preferred stock
dividends
Balance - March 31,
2021

-

$

-

53,311,898

$

5,331

(1,480,801)

-

6,670,494

-

-

2,881,729

-

2,881,729

80,443

-

80,456

(44,156)

-

(44,156)

(424)

-

(4,222,157)

(75,000)
$

89,616,202

$ (71,130,955) $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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-

(4,222,157)
(75,000)
18,490,578

Nxt-ID, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE THREE MONTHS ENDED MARCH 31, 2020
(Unaudited)

Preferred Stock
Shares
Amount
Balance - January 1,
2020

-

$

Common Stock
Shares
Amount
-

30,048,854

$

3,005

$

Additional
Paid-in

Accumulated

Capital

Deficit

68,515,674

Total

$ (61,804,091) $

6,714,588

Issuance of stock
options for services

-

-

40,000

-

40,000

Shares issued in
connection with the
management
incentive plans for
2017 and 2018

279,287

28

116,600

-

116,628

-

-

-

438,064

438,064

Net income
Preferred stock
dividends
Balance - March 31,
2020

(25,000)
-

$

-

30,328,141

$

3,033

$

68,647,274

(25,000)
$ (61,366,027) $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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7,284,280

Nxt-ID, Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
For the Three Months Ended
March 31,
2021
2020
Cash Flows from Operating Activities
Net (Loss) Income
Adjustments to reconcile net (loss) income to net cash used in operating activities of continuing operations:
Depreciation
Stock based compensation
Amortization of debt discount
Amortization of intangible assets
Amortization of deferred debt issuance costs
Non-cash charge for modification of warrant terms
Forgiveness of PPP loan and accrued interest
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Total Adjustments
Net Cash (Used in) Provided by Operating Activities

$

(4,222,157) $
16,012
40,000
77,800
187,845
402,454
2,881,729
(303,710)

16,898
40,000
28,672
187,845
148,317
-

66,045
(13,128)
(80,715)
(518,601)
463,660
3,219,391
(1,002,766)

2,563
353,496
(96,792)
(402,711)
(199,092)
79,196
517,260

Net Cash Used in Investing Activities

-

Cash Flows from Financing Activities
Term loan repayment
Proceeds received in connection with issuance of Series E preferred stock, net
Proceeds from exercise of common stock warrants
Payment of closing related fees
Net Cash Provided by (Used in) Financing Activities
Net Increase (Decrease) in Cash and Restricted Cash
Cash and Restricted Cash – Beginning of Period
Cash and Restricted Cash – End of Period
Supplemental Disclosures of Cash Flow Information:
Cash paid during the periods for:
Interest
Taxes
Non-cash financing activities:
Accrued fees incurred in connection with equity offerings
Common Stock issued in connection with management incentive plans
Issuance of common stock in connection with conversion of Series E preferred stock
Accrued Series C Preferred Stock dividends

-

(5,515,625)
4,000,003
6,670,494
(23,698)
5,131,174
4,128,408
4,537,546

(665,625)
(665,625)
(148,365)
1,737,380

$

8,665,954

$

1,589,015

$
$

443,975
25,999

$
$

431,804
16,351

$
$
$
$

20,458
80,456
4,000,003
75,000

$
$
$
$

116,628
25,000

The accompanying notes are an integral part of these condensed consolidated financial statements.
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438,064

Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 1 – ORGANIZATION AND BASIS OF PRESENTATION
ORGANIZATION AND PRINCIPAL BUSINESS ACTIVITIES
Nxt-ID, Inc. (“Nxt-ID” or the “Company”) was incorporated in the State of Delaware on February 8, 2012. The Company provides technology products
and services for healthcare applications. The Company evaluates the performance of its business on, among other things, profit and loss from operations.
The Company has extensive experience in access control, biometric and behavior-metric identity verification, security and privacy, encryption and data
protection, payments, miniaturization, sensor technologies, and healthcare applications.
The Company’s wholly-owned subsidiary, LogicMark LLC (“LogicMark”), manufactures and distributes non-monitored and monitored personal
emergency response systems sold through the United States Department of Veterans Affairs, healthcare durable medical equipment dealers and distributors
and monitored security dealers and distributors.
BASIS OF PRESENTATION
The accompanying unaudited condensed consolidated financial statements as of March 31, 2021, and for the three months ended March 31, 2021 and 2020
have been prepared in accordance with the accounting principles generally accepted in the United States of America (“U.S. GAAP”) for interim financial
information and pursuant to the instructions to Form 10-Q and Article 8 of Regulation S-X of the SEC and on the same basis as the Company prepares its
annual audited consolidated financial statements. The unaudited condensed consolidated balance sheet as of March 31, 2021 and the condensed
consolidated statements of operations, changes in equity and cash flows for the three months ended March 31, 2021 and March 31, 2020 are unaudited, but
include all adjustments, consisting only of normal recurring adjustments, which the Company considers necessary for a fair presentation of the financial
position, operating results and cash flows for the periods presented. The results for the three months ended March 31, 2021 are not necessarily indicative of
results to be expected for the year ending December 31, 2021, or for any future interim period. The condensed consolidated balance sheet at December 31,
2020 has been derived from audited consolidated financial statements. However, it does not include all of the information and notes required by U.S.
GAAP for complete consolidated financial statements. The accompanying condensed consolidated financial statements should be read in conjunction with
the consolidated financial statements for the year ended December 31, 2020 and the notes thereto included in the Company’s Annual Report on Form 10-K,
which was filed with the SEC on April 15, 2021.
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Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 2 – LIQUIDITY
The Company generated an operating loss of $782,890 and a net loss of $4,222,157 during the three months ended March 31, 2021. As of March 31, 2021,
the Company had cash and stockholders’ equity of $8,515,824 and $18,490,578, respectively. At March 31, 2021, the Company had working capital of
$3,919,847.
Given the Company’s cash position at March 31, 2021 and its projected cash flow from operations, the Company believes that it will have sufficient capital
to sustain operations for a period of one year following the date of this filing. The Company may also raise funds through equity or debt offerings to
increase its working capital and to accelerate the execution of its long-term strategic plan to develop and commercialize its core products and to fulfill its
product development commitments.
As described in Note 6, the coronavirus could continue to significantly impact the Company’s business, which would require the Company to raise funds to
assist with its working capital needs.
NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
USE OF ESTIMATES IN THE FINANCIAL STATEMENTS
The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting period. The Company’s management evaluates these significant estimates and
assumptions including those related to the fair value of acquired assets and liabilities, stock based compensation, derivative instruments, income taxes,
accounts receivable and inventories, right-of-use assets and other matters that affect the condensed consolidated financial statements and disclosures.
Actual results could differ from those estimates.
PRINCIPLES OF CONSOLIDATION
The condensed consolidated financial statements include the accounts of Nxt-ID and its wholly-owned subsidiaries. Intercompany balances and
transactions have been eliminated in consolidation.
REVENUE RECOGNITION
The Company’s revenues consist of product sales to either end customers or to distributors and its sales are recognized at a point-in-time under the core
principle of recognizing revenue when control of the product transfers to the customer. The Company recognizes revenue when it ships or delivers the
product from its fulfillment center to its customer, when the customer accepts and has legal title of the product, and the Company has a present right to
payment for the product. For the three months ended March 31, 2021 and 2020, the Company had no sales recognized over time. The Company invoices its
customers at the same time that the Company’s performance obligation is satisfied. The Company generally receives customer orders with a specified
delivery date and orders typically fluctuate from month-to-month based on customer demand and general business conditions.
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Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
The Company offers standard product warranty coverage which provides assurance that the Company’s products will conform to the contractually agreedupon specifications for a limited period from the date of shipment. The Company’s warranty liabilities and related expense have not been material and were
not material in the accompanying condensed consolidated financial statements as of March 31, 2021 and December 31, 2020, and for the three months
ended March 31, 2021 and 2020.
ACCOUNTS RECEIVABLE
Accounts receivable is stated at net realizable value. The Company regularly reviews accounts receivable balances and adjusts the receivable reserves as
necessary whenever events or circumstances indicate the carrying value may not be recoverable. At March 31, 2021 and December 31, 2020, the Company
had an allowance for doubtful accounts of $52,111 and $126,733, respectively.
INVENTORY
The Company performs regular reviews of inventory quantities on hand and evaluates the realizable value of its inventories. The Company adjusts the
carrying value of the inventory as necessary with estimated valuation reserves for excess, obsolete, and slow-moving inventory by comparing the
individual inventory parts to forecasted product demand or production requirements. As of March 31, 2021, inventory was comprised of $204,695 in raw
materials and $575,784 in finished goods on hand. Inventory at December 31, 2020 was comprised of $199,523 in raw materials and $567,828 in finished
goods on hand. The Company is required to prepay for certain inventory with certain vendors until credit terms can be established. As of March 31, 2021
and December 31, 2020, the Company had prepaid inventory of $353,173 and $332,475, respectively. These prepayments were made primarily for finished
goods inventory, and prepaid inventory is included in prepaid expenses and other current assets on the condensed consolidated balance sheets.
OTHER INTANGIBLE ASSETS
At March 31, 2021, the other intangible assets relating to the acquisition of LogicMark are comprised of patents of $2,353,804; trademarks of $962,990;
and customer relationships of $1,733,823. At December 31, 2020, the other intangible assets relating to the acquisition of LogicMark are comprised of
patents of $2,445,709; trademarks of $978,494; and customer relationships of $1,814,259. The Company will continue amortizing these intangible assets
using the straight-line method over their estimated useful lives which for the patents, trademarks and customer relationships are 11 years; 20 years; and 10
years, respectively. During the three months ended March 31, 2021 and 2020, the Company had amortization expense of $187,845 and $187,845,
respectively, related to the LogicMark intangible assets.
As of March 31, 2021, total amortization expense estimated for the remainder of fiscal year 2021 is approximately $574,000, and for each of the next five
fiscal years, 2022 through 2026, the total amortization expense is estimated to be as follows: 2022 - $762,000; 2023 - $762,000; 2024 - $762,000; 2025 $762,000; and 2026 - $619,000.
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Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
STOCK-BASED COMPENSATION
The Company accounts for share-based awards exchanged for employee services at the estimated grant date fair value of the award. The Company
accounts for equity instruments issued to non-employees at their fair value on the measurement date. The measurement of stock-based compensation is
subject to periodic adjustment as the underlying equity instrument vests or becomes non-forfeitable. Non-employee stock-based compensation charges are
amortized over the vesting period or as earned. Stock-based compensation is recorded in the same component of operating expenses as if it were paid in
cash. The Company generally issues new shares of common stock to satisfy conversion and warrant exercises.
NET LOSS PER SHARE
Basic loss per share was computed using the weighted average number of shares of common stock outstanding. Diluted loss per share includes the effect of
diluted common stock equivalents. Potentially dilutive securities from the exercise of stock options to purchase 363,640 shares of common stock and
warrants to purchase 9,378,133 shares of common stock as of March 31, 2021 were excluded from the computation of diluted net loss per share because the
effect of their inclusion would have been anti-dilutive. As of March 31, 2020, potentially dilutive securities from the exercise of stock options to purchase
114,288 shares of common stock and warrants to purchase 6,973,221 shares of common stock were excluded from the computation of diluted net loss per
share because the exercise price of the common stock equivalents was greater than the average market price of the common shares for the three month
period ended March 31, 2020.
RECENT ACCOUNTING PRONOUNCEMENTS
Recent accounting standards that have been issued or proposed by the FASB or other standards-setting bodies that do not require adoption until a future
date are not expected to have a material impact on the Company’s consolidated financial statements upon adoption.
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Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 4 – DEBT REFINANCING
On May 3, 2019, LogicMark completed the closing of a $16,500,000 senior secured term loan with the lenders thereto and CrowdOut Capital LLC, as
administrative agent. The Company used the proceeds from the term loan to repay LogicMark’s prior term loan facility with Sagard Holdings Manager LP
and to pay other costs related to the refinancing. The original maturity date of the term loan with CrowdOut Capital LLC was May 3, 2022 and required the
Company to make minimum principal payments over the three-year term amortized over 96 months. During the three months ended March 31, 2021, the
Company made scheduled principal repayments totaling $515,625. On February 8, 2021, LogicMark entered into a second amendment to the senior
secured term loan with CrowOut Capital LLC. Pursuant to the second amendment, LogicMark made a $5,000,000 voluntary prepayment on the principal
amount of the term loan and paid a prepayment premium of $125,000, which was equivalent to 2.5% of the prepayment, rather than 5% of the prepayment
as required by the Credit Agreement. The prepayment premium is included in interest expense for three months ended March 31, 2021 in the condensed
consolidated statement of operations. In addition, the maturity date of the term loan was extended to March 22, 2023. The outstanding principal amount of
the Term Loan bears interest at a rate of LIBOR, adjusted monthly, plus 11.0% per annum (approximately 13.0% as of March 31, 2021). The Company
incurred $412,500 in original issue discount for closing related fees charged by the Lender. During the three months ended March 31, 2021, the Company
amortized $77,800 of the original issue discount which is included in interest expense in the condensed consolidated statement of operations. At March 31,
2021 the unamortized balance of the original issue discount was $60,055. The Company also incurred $1,831,989 in deferred debt issue costs related to the
term loan. The deferred debt issue costs include an exit fee of $1,072,500 which is equivalent to 6.5% of the term loan amount borrowed from CrowdOut
Capital. The exit fee is due to CrowdOut Capital upon the earlier of final repayment of the term loan facility or the maturity date. The liability for the exit
fee is included as part of other long-term liabilities in the Company’s condensed consolidated balance sheet. During the three months ended March 31,
2021, the Company amortized $402,454 of the deferred debt issue costs which is included in interest expense in the condensed consolidated statements of
operations. At March 31, 2021 the unamortized balance of deferred debt issue costs was $310,665.
Debt Maturity
The maturity of the Company’s term debt is as follows:
2021 (remainder)
2022
2023
Total term debt

$

1,546,875
2,062,500
1,970,877

$

5,580,252

On November 16, 2020, the Company and CrowdOut Capital LLC, as administrative agent, entered into the first amendment to the senior secured term
loan. In connection with the first amendment, CrowdOut Capital LLC, as administrative agent, agreed to modify the financial ratios contained in the senior
secured term retroactively and prospectively. Based on the senior secured term loan, as amended, the Company was in compliance with such covenants at
March 31, 2021.
Paycheck Protection Program
On each of May 6 and May 8, 2020, Nxt-ID Inc. and LogicMark, LLC, a wholly owned subsidiary of the Company (the “Borrowers”), respectively,
received loans (the “Loans”) from Bank of America, NA in the aggregate amount of $346,390, pursuant to the Paycheck Protection Program (the “PPP”)
under Division A, Title I of the Coronavirus Aid, Relief, and Economic Security Act, which was enacted on March 27, 2020.
The Loans, which are in the form of PPP promissory notes and agreements, dated May 1, 2020 (the “Note Agreements”), mature on May 6 and May 8,
2022, respectively, and bear interest at a rate of 1.00% fixed per annum, payable monthly commencing on November 6 and November 8, 2020,
respectively. The Loans may be prepaid by the Borrowers at any time prior to maturity with no prepayment penalties. The Borrowers used the proceeds
from the Loans for payroll, payroll taxes, and group healthcare benefits. Under the terms of the Note Agreements, certain amounts of the Loans may be
forgiven if they are used for qualifying expenses, as described in the Note Agreements.
On March 2, 2021, the Company’s wholly-owned subsidiary, LogicMark, LLC received notification from the Small Business Administration that
repayment of its loan under the Paycheck Protection Program in the amount of $301,390 plus accrued interest of $2,320 has been forgiven. The income
resulting from the forgiveness of the PPP loan and accrued interest is included in other income in the Company’s condensed consolidated statement of
operations for the three months ended March 31, 2021. The Company has also applied for forgiveness of its PPP loan in the amount of $45,000; however,
as of the date of this filing, the Company has not received formal notification from the SBA that such loan repayment has been forgiven.
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Nxt-ID, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 5 – STOCKHOLDERS’ EQUITY
February 2021 Offering
On February 2, 2021, the Company closed a registered direct offering pursuant to which the Company issued (i) an aggregate of 1,476,016 shares of Series
E preferred stock, convertible into an aggregate of up to 2,952,032 shares of common stock, (ii) common stock purchase warrants to purchase up to an
aggregate of 1,000,000 shares of common stock at an exercise price of $1.23 per share, subject to customary adjustments thereunder, which were
exercisable immediately upon issuance and have a term of five years, and (iii) common stock purchase warrants to purchase up to an aggregate of
1,952,032 shares of common stock at an exercise price of $1.23 per share with a term of five and one-half (5.5) years first exercisable six (6) months after
issuance, subject to customary adjustments thereunder, for gross proceeds of $4,000,003, before deducting any offering expenses. The Company will use
the net proceeds from this offering for working capital and liability reduction purposes including additional term debt repayment. In February 2021,
1,476,016 shares of Series E preferred stock were converted into 2,952,032 shares of common stock. During the three months ended March 31, 2021, the
Company recorded a deemed dividend of $1,480,801 from the beneficial conversion feature associated with the issuance of the Series E convertible
preferred stock and warrants.
December 2020 Offering
On December 18, 2020, the Company closed a registered direct offering pursuant to which the Company issued (i) an aggregate of 1,515,151 shares of
Series D preferred stock, convertible into an aggregate of up to 3,030,304 shares of common stock, (ii) common stock purchase warrants to purchase up to
an aggregate of 1,000,000 shares of common stock at an exercise price of $0.49 per share, subject to customary adjustments thereunder, which were
exercisable immediately upon issuance and have a term of five years, and (iii) common stock purchase warrants to purchase up to an aggregate of
5,060,606 shares of common stock at an exercise price of $0.49 per share with a term of five and one-half (5.5) years first exercisable six (6) months after
issuance, subject to customary adjustments thereunder, for gross proceeds of $2,000,000, before deducting any offering expenses. The Company will use
the net proceeds from this offering for working capital, new product initiatives and other general corporate purposes. On December 21, 2020, 1,515,151
shares of Series D preferred stock were converted into 3,030,304 shares of common stock. During the year ended December 31, 2020, the Company
recorded a deemed dividend of $758,922 from the beneficial conversion feature associated with the issuance of the Series D convertible preferred stock and
warrants.
July 2020 Offering
On July 14, 2020, the Company closed a registered direct offering of (i) an aggregate of 3,778,513 shares of the Company’s common stock, par value
$0.0001 per share; (ii) pre-funded warrants to purchase up to an aggregate of 734,965 shares of Common Stock at an exercise price of $0.01 per share,
subject to customary adjustments thereunder; (iii) registered warrants, with a term of five (5) years exercisable immediately upon issuance, to purchase an
aggregate of up to 1,579,718 shares of Common Stock (at an exercise price of $0.50 per share, subject to customary adjustments thereunder; and (iv)
unregistered warrants, with a term of five and one-half (5.5) years first exercisable six (6) months after issuance, to purchase an aggregate of up to
3,750,000 shares of Common Stock at an exercise price of $0.65 per share, subject to customary adjustments thereunder, for gross proceeds of $1,864,528,
before deducting any offering expenses. The Company will continue to use the net proceeds from this Offering for working capital, new product initiatives
and other general corporate purposes.
On July 28, 2020, the Company received proceeds of $7,350 in connection with the exercise of 734,965 pre-funded warrants to purchase common stock at
an exercise price of $0.01.
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2013 Long-Term Stock Incentive Plan
On January 4, 2013, a majority of the Company’s stockholders approved by written consent the Company’s 2013 Long-Term Stock Incentive Plan
(“LTIP”). The maximum aggregate number of shares of common stock that may be issued under the LTIP, including stock awards, stock issued to directors
for serving on the Company’s board of directors, and stock appreciation rights, is limited to 10% of the shares of common stock outstanding on the first
business or trading day of any fiscal year, which is 1,201,715 shares of common stock at January 1, 2021.
On March 31, 2021, the Company issued an aggregate of 28,368 stock options to purchase shares of common stock under the LTIP to four (4) nonemployee directors for serving on the Company’s board. The exercise price of these stock options is $1.41 and stock options were fully vested at the
issuance date. The aggregate fair value of the stock options issued to the directors was $40,000.
2017 Stock Incentive Plan
On August 24, 2017, a majority of the Company’s stockholders approved at the 2017 Annual Stockholders’ Meeting the 2017 Stock Incentive Plan (“2017
SIP”). The aggregate maximum number of shares of common stock (including shares underlying options) that may be issued under the 2017 SIP pursuant
to awards of restricted shares or options will be limited to 10% of the outstanding shares of common stock, which calculation shall be made on the first
(1st) business day of each new fiscal year; provided that for fiscal year 2017, 1,500,000 shares of common stock may be delivered to participants under the
2017 SIP. Thereafter, the 10% provision shall govern the 2017 SIP. The number of shares of common stock that are the subject of awards under the 2017
SIP which are forfeited or terminated, are settled in cash in lieu of shares of common stock or are settled in a manner such that all or some of such shares
covered by an award are not issued to a participant or are exchanged for awards that do not involve shares of common stock will again immediately become
available to be issued pursuant to awards granted under the 2017 SIP. If shares of common stock are withheld from payment of an award to satisfy tax
obligations with respect to the award, those shares of common stock will be treated as shares that have been issued under the 2017 SIP and will not again
be available for issuance under the 2017 SIP.
In addition, during the three months ended March 31, 2021, the Company issued 132,826 shares of common stock with an aggregate fair value of $80,456
to certain employees related to the Company’s 2018 and 2019 management incentive plans.
During the three months ended March 31, 2021, the Company accrued $50,000 of management and employee bonus expense.
Warrants
On January 8, 2021, the Company entered into a Warrant Amendment and Exercise Agreement (the “Amendment Agreement”) with holders (the “Holder”)
of a common stock purchase warrant, dated April 4, 2019, previously issued by the Company to the Holder (the “Original Warrant”).
In consideration for each exercise of the Original Warrant that occurs within 45 calendar days of the date of the Amendment Agreement, in addition to the
issuance of the Warrant Shares (as defined in the Original Warrant) on or prior to the Warrant Share Delivery Date (as defined in the Original Warrant), the
Company has agreed to deliver to the Investor a new warrant to purchase a number of shares of the Company’s common stock, par value $0.0001 per share
(the “Common Stock”), equal to the number of Original Warrants that the Holder has exercised pursuant to the terms of the Original Warrant, at an exercise
price of $1.525 per share, which represents the average Nasdaq Official Closing Price of the Common Stock (as reflected on Nasdaq.com) for the five
trading days immediately preceding the date of the Amendment Agreement (the “New Warrants”). The Investor originally held Original Warrants
exercisable for up to 2,469,136 shares of Common Stock, and, therefore, could receive up to an equivalent number of New Warrants. Under the terms and
conditions of the Warrant Amendment and Exercise Agreement, the Investor could continue to exercise the Original Warrants after 45 calendar days of the
date of the Amendment Agreement, but the Investor would not receive any New Warrants in consideration for the exercise of any Original Warrants
exercised thereafter.
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The Amendment Agreement contains customary representations, warranties and covenants by each of the Company and the Investor.
On January 29, 2021 and February 8, 2021, the Investor exercised 500,000 and 1,969,136, respectively of the Original Warrants. The New Warrants issued,
are exercisable for up to the original expiration dates of the Original Warrants, which is April 4, 2024. The exercise price and number of shares issuable
upon exercise of the New Warrants are subject to traditional adjustment for stock splits, combinations, recapitalization events and certain dilutive issuances.
The New Warrants are required to be exercised for cash; however, if during the term of the New Warrants there is not an effective registration statement
under the Securities Act of 1933, as amended (the “Securities Act”), covering the resale of the shares of Common Stock issuable upon exercise of the New
Warrants, then the New Warrants may be exercised on a cashless (net exercise) basis pursuant to the formula provided in the New Warrants.
The Company intends to use the proceeds from the exercise of the Original Warrants for working capital purposes, the launch of new products and to
reduce its debt outstanding.
The Company recorded a warrant modification expense of $2,881,729 for the three months ended March 31, 2021 resulting from the issuance of 2,469,136
replacement warrants with an exercise price of $1.525 for warrants that were exercised during the three months ended March 31, 2021.
As of March 31, 2021, the Company had outstanding warrants to purchase an aggregate of 9,378,133 shares of common stock with a weighted average
exercise price and remaining life of $1.70 and 3.71 years, respectively. During the three months ended March 31, 2021, 86,072 warrants expired. At March
31, 2021, the warrants had an aggregate intrinsic value of $2,328,639.
During the three months ended March 31, 2021, 3,749,000 warrants were exercised on a cashless basis and were converted into 2,073,687 shares of
common stock.
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NOTE 6 – COMMITMENTS AND CONTINGENCIES
LEGAL MATTERS
On February 24, 2020, Michael J. Orlando, as shareholder representative (the “Shareholder Representative”), and the other stockholders of Fit Pay, Inc.
(collectively, the “Fit Pay Shareholders”), filed a lawsuit in the United States District Court for the Southern District of New York against the Company,
CrowdOut Capital, LLC, and Garmin International, Inc. (the “Complaint”). See Orlando v. Nxt-ID, Inc. No. 20-cv-1604 (S.D.N.Y.). The Complaint alleges
that the Company has breached certain contractual obligations under a merger agreement, dated May 23, 2017, between Fit Pay, Inc. and the Company,
regarding certain future, contingent earnout payments allegedly that could be owed to the Fit Pay Shareholders from future revenues. The Complaint seeks
unspecified monetary damages from the defendants. The Company believes that these claims are without merit and is vigorously defending the action. On
May 12, 2020, the Company filed an answer and counterclaims alleging, among other things, fraud and breach of fiduciary duty of the Shareholder
Representative as well as arguing that the Shareholder Representative should be estopped from pursuing these claims. The Company has moved for
summary judgment to have the lawsuit dismissed. The Company has been able to successfully stay discovery pending the court’s ruling on motions to
dismiss by Garmin International, Inc. and CrowdOut Capital, LLC. In March 2021, following our successful application to stay all discovery, the court
granted CrowdOut’s and Garmin’s separate motions to dismiss. Orlando’s claim against the Company still remains and the Company’s motion for summary
judgment is still pending.
In connection with the sale of Fit-Pay, Inc., Giesecke+Devrient Mobile Security America, Inc. (“GDMSAI”) has identified a disagreement with the
Company over calculation of dividends with respect to GDMSAI’s Series C Non-Convertible Voting Preferred Stock (the “Series C”) of the Company. On
August 13, 2020, the Company was sued by GDMSAI seeking, among other things, $440,000 of dividends that it believes are owed to it pursuant to the
terms of the Series C. The Company believes that GDMSAI’s claims are not correct and plans to vigorously defend the action. The Company has moved to
have the case removed from Delaware to New York, where the Company claims the forum clause requires the claims to be heard. The Company has
opposed GDMSAI’s motion for summary judgment. In March 2021, a Delaware Chancery court rejected our argument that the Fit Pay merger agreement
requires litigation solely in New York and thereafter granted GDMSAI summary judgment on the merits, holding that relevant dividend language required
a perpetually paid dividend once the $50M threshold had been achieved. The Company has filed a notice of appeal and plans to appeal the Delaware
Chancery court decision. There are no assurances that our appeal will be successful and even if our appeal is successful that a New York court will agree
with our interpretation of the manner in which dividends on the Series C Preferred are to be calculated. If the Company is unsuccessful, it will be
responsible for paying $440,000 of dividends plus interest. The judgment may also trigger an event of default with our senior debt facility. Although the
Company is attempting to negotiate a waiver of this provision in its credit agreement, there are no assurances that it will be successful in doing so or on
terms reasonably favorable to the Company.
From time to time, the Company may be involved in various claims and legal actions arising in the ordinary course of our business. Other than the above,
there is no action, suit, proceeding, inquiry or investigation before or by any court, public board, government agency, self-regulatory organization or body
pending or, to the knowledge of the executive officers of the Company or any of our subsidiaries, threatened against or affecting our company, or any of our
subsidiaries in which an adverse decision could have a material adverse effect upon our business, operating results, or financial condition.
COMMITMENTS
The Company leases office space and a fulfillment center in the U.S., which are classified as operating leases expiring at various dates. The Company
determines if an arrangement qualifies as a lease at the lease inception. Operating lease liabilities are recorded based on the present value of the future lease
payments over the lease term, assessed as of the commencement date. The Company’s real estate leases, which are for office space and a fulfillment center,
generally have a lease term between 3 and 5 years. The Company also leases a copier with a lease term of 5 years. The Company’s leases are comprised of
fixed lease payments and also include executory costs such as common area maintenance, as well as property insurance and property taxes. The Company
has elected to account for the lease and non-lease components as a single lease component for its real estate leases. Lease payments, which may include
lease components, non-lease components and non-components, are included in the measurement of the Company’s lease liabilities to the extent that such
payments are either fixed amounts or variable amounts based on a rate or index (fixed in substance) as stipulated in the lease contract. Any actual costs in
excess of such amounts are expensed as incurred as variable lease cost.
The Company’s lease agreements generally do not specify an implicit borrowing rate, and as such, the Company utilizes its incremental borrowing rate by
lease term, in order to calculate the present value of the future lease payments. The discount rate represents a risk-adjusted rate on a secured basis, and is
the rate at which the Company would borrow funds to satisfy the scheduled lease liability payment streams commensurate with the lease term. On January
1, 2019, the discount rate used on existing leases at adoption was determined based on the remaining lease term using available data as of that date. The
Company’s lease agreement for its former warehouse space located in Louisville, Kentucky expired on August 31, 2020. As a result, the Company entered
into a new five-year lease agreement in June 2020 for new warehouse space also located in Louisville, Kentucky. The monthly rent which commenced in
September 2020 is $6,000 per month and increases approximately 3% annually thereafter. The ROU asset value added as a result of this new lease
agreement was $279,024. The Company’s ROU asset and lease liability accounts reflect the inclusion of this new lease agreement on the Company’s
condensed consolidated balance sheet as of March 31, 2021.
Certain of the Company’s lease agreements, primarily related to real estate, include options for the Company to either renew (extend) or early terminate the
lease. Leases with renewal options allow the Company to extend the lease term typically between 1 and 3 years. Renewal options are reviewed at lease
commencement to determine if such options are reasonably certain of being exercised, which could impact the lease term. When determining if a renewal
option is reasonably certain of being exercised, the Company considers several factors, including but not limited to, significance of leasehold improvements
incurred on the property, whether the asset is difficult to replace, or specific characteristics unique to the particular lease that would make it reasonably
certain that the Company would exercise such option. In most cases, the Company has concluded that renewal and early termination options are not
reasonably certain of being exercised by the Company (and thus not included in the Company’s ROU asset and lease liability) unless there is an economic,
financial or business reason to do so.
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For the three months ended March 31, 2021, total operating lease cost was $26,736 and is recorded in cost of sales and selling, general and administrative
expenses, dependent on the nature of the leased asset. The operating lease cost is recognized on a straight-line basis over the lease term. The following
summarizes (i) the future minimum undiscounted lease payments under non-cancelable lease for the remainder of 2021 as well as each of the next five
years and thereafter, incorporating the practical expedient to account for lease and non-lease components as a single lease component for our existing real
estate leases, (ii) a reconciliation of the undiscounted lease payments to the present value of the lease liabilities recognized, and (iii) the lease-related
account balances on the Company’s condensed consolidated balance sheet, as of March 31, 2021:
Year Ending December 31,
2021 (excluding the three months ended March 31, 2021)
2022
2023
2024
2025
Total future minimum lease payments
Less imputed interest

$

Total present value of future minimum lease payments

$

295,536

Operating lease right-of-use assets

$

292,797

Other accrued expenses
Other long-term liabilities

$
$

56,827
238,709

$

295,536

$

68,439
93,385
89,724
80,000
54,400
385,948
(90,412)

As of March 31, 2021

As of March 31, 2021
Weighted Average Remaining Lease Term
Weighted Average Discount Rate

4.03 years
12.86%

Coronavirus – COVID-19
On March 11, 2020, the World Health Organization designated COVID-19 as a global pandemic. Sales volumes and the related revenues for most of the
Company’s products and services were significantly impacted during the latter portion of the first quarter and throughout the balance of 2020 as a result of
the healthcare industry’s focus on COVID prevention and treatment, which impacted the markets we serve, in particular the VA hospitals and clinics. Sales
of the Company’s products and services have continued to be impacted as various policies were implemented by federal, state and local governments in
response to the COVID-19 pandemic, the public remains wary of real or perceived opportunities for exposure to the virus. The Company believes the
extent of the COVID-19 pandemic’s impact on its operating results and financial condition has been and will continue to be driven by many factors, most
of which are beyond the Company’s control and ability to forecast. Although the Company has experienced some positive trends during the first four
months of 2021, because of these uncertainties, the Company cannot estimate how long or to what extent the pandemic will impact its operations.
NOTE 7 – SUBSEQUENT EVENTS
The Company evaluates events that have occurred after the balance sheet date but before the financial statements are issued.
On May 3, 2021, the Company’s wholly-owned subsidiary, LogicMark, LLC, made a $3,000,000 voluntary prepayment (the “Prepayment”) on its term
loan. The Company did not incur a prepayment premium as it relates to this voluntary prepayment. After this prepayment, the Company’s term loan
balance is $2,236,502.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations for the three months ended March 31, 2021 should be read
together with our condensed consolidated financial statements and related notes included elsewhere in this quarterly report. This discussion contains
forward-looking statements and information relating to our business that reflect our current views and assumptions with respect to future events and are
subject to risks and uncertainties that may cause our or our industry’s actual results, levels of activity, performance or achievements to be materially
different from any future results, levels of activity, performance or achievements expressed or implied by these forward-looking statements. These forwardlooking statements speak only as of the date of this report. Although we believe that the expectations reflected in the forward-looking statements are
reasonable, we cannot guarantee future results, levels of activity, or achievements. Except as required by applicable law, including the securities laws of the
United States, we expressly disclaim any obligation or undertaking to disseminate any update or revisions of any of the forward-looking statements to
reflect any change in our expectations with regard thereto or to conform these statements to actual results.
Overview
We were incorporated in the State of Delaware on February 8, 2012. We provide technology products and services for healthcare applications. We evaluate
the performance of our business on, among other things, profit and loss from operations. We have extensive experience in access control, biometric and
behavior-metric identity verification, security and privacy, encryption and data protection, payments, miniaturization, sensor technologies, and healthcare
applications.
Our wholly-owned subsidiary, LogicMark, manufactures and distributes non-monitored and monitored personal emergency response systems sold through
the United States Department of Veterans Affairs (the “VA”), healthcare durable medical equipment dealers and distributors and monitored security dealers
and distributors.
Healthcare
With respect to the healthcare market, our business initiatives are driven by LogicMark, which serves a market that enables two-way communication,
medical device connectivity and patient data tracking of key vitals through sensors, biometrics, and security to make home health care a reality. There are
four (4) major trends driving this market: (1) an increased desire for connectivity; specifically, a greater desire for connected devices by people over 60
years of age who now represent the fastest growing demographic for social media; (2) the growth of “TeleHealth”, which is the means by which
telecommunications technologies are meeting the increased need for health systems to better distribute doctor care across a wider range of health facilities,
making it easier to treat and diagnose patients; (3) rising healthcare costs – as healthcare spending continues to outpace the economy, the need to reduce
hospital readmissions, increase staffing efficiency and improve patient engagement remain the highest priorities; and (4) the critical shortage of labor in the
home healthcare industry, creating an increased need for technology to improve communication to home healthcare agencies by their clients. Together,
these trends have produced a large and growing market for us to serve. LogicMark has built a successful business on emergency communications in
healthcare. We have a strong business relationship with the VA today, serving veterans who suffer from chronic conditions that often require emergency
assistance. Our strategic plan calls for expanding LogicMark’s business into other healthcare verticals as well as retail and enterprise channels in order to
better serve the expanding demand for connected and remote healthcare solutions.
Home healthcare, is an emerging area for LogicMark. The long-term trend toward more home-based healthcare is a massive shift that is being driven by
demographics (an aging population) and basic economics. People also value autonomy and privacy which are important factors in determining which
solutions will suit the market. Consumers are beginning to enjoy the benefits of smart home technologies and online digital assistants.
PERS devices are used to call for help and medical care during an emergency. These devices are also used by a wide patient pool, as well as the general
population, to ensure safety and security when living or traveling alone. The global medical alert systems market caters to different end-users across the
healthcare industry, including individual users, hospitals and clinics, assisted living facilities and senior living facilities. The growing demand for home
healthcare devices is mainly driven by an aging population, rising healthcare costs and a severe shortage of workers in the home healthcare market
worldwide. It is very beneficial for seniors who have a history of falling or have been identified as having a high fall risk, older individuals who live alone
and people who have mobility issues. We believe that the aging population will spur the usage of medical alert systems across the globe, as they offer
safety and medical security while being affordable and accessible.
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Results of Operations
Comparison of three months ended March 31, 2021 and March 31, 2020
Revenue. Our revenues for the three months ended March 31, 2021 were $2,438,682, compared to $3,744,029 for the three months ended March 31, 2020.
The decrease in our revenues for the three months ended March 31, 2021 as compared to the three months ended March 31, 2020 is attributable to
LogicMark’s decreased sales volume resulting primarily from the COVID-19 pandemic.
Cost of Revenue and Gross Profit. Our gross profit for the three months ended March 31, 2021 was $1,550,589 compared to a gross profit of $2,795,905 for
the three months ended March 31, 2020. The decrease in gross profit in the three months ended March 31, 2021 as compared to the three months ended
March 31, 2020 is primarily attributable to LogicMark’s decreased sales volume resulting from the COVID-19 pandemic and to a lesser extent higher cost
of goods sold resulting from the higher product cost of the Company’s new 4G product.
Operating Expenses. Operating expenses for the three months ended March 31, 2021 totaled $2,333,479 and consisted of research and development
expenses of $274,915, selling and marketing expenses of $560,441 and general and administrative expenses of $1,498,123. The research and development
expenses related primarily to salaries and consulting services of $242,583. Selling and marketing expenses consisted primarily of salaries and consulting
services of $126,171, amortization of intangibles of $187,845, freight charges of $106,425, merchant processing fees of $51,501, and sales commissions of
$55,061. General and administrative expenses consisted of salaries and consulting services of $169,154, accrued management and employee incentives of
$50,000 and legal, audit and accounting fees of $252,821. Also included in general and administrative expenses is $648,000 in non-cash stock
compensation expense to management and board members.
Operating expenses for the three months ended March 31, 2020 totaled $1,756,499 and consisted of research and development expenses of $186,612,
selling and marketing expenses of $725,681 and general and administrative expenses of $844,206. The research and development expenses related
primarily to salaries and consulting services of $149,445. Selling and marketing expenses consisted primarily of salaries and consulting services of
$167,817, amortization of intangibles of $187,845, freight charges of $170,127, merchant processing fees of $81,343, and sales commissions of $67,856.
General and administrative expenses consisted of salaries and consulting services of $237,393, accrued management and employee incentives of $40,000
and legal, audit and accounting fees of $156,517.
Operating (Loss) Profit. The operating loss for the three months ended March 31, 2021 was $782,890 compared with operating profit of $1,039,406 for the
three months ended March 31, 2020. The decrease in operating profit for the three months ended March 31, 2021 as compared to the three months ended
March 31, 2020 is primarily attributable to lower gross profit resulting from LogicMark’s lower sales volume which was primarily attributable to the
COVID-19 pandemic and higher product cost as discussed above. In addition, operating expenses incurred in the three months ended March 31, 2021 as
compared to the three months ended March 31, 2020 were higher primarily due to the stock compensation expense recorded in the three months ended
March 31, 2021.
Net (Loss) Income. The net loss for the three months ended March 31, 2021 was $4,222,157 compared to net income of $438,064 for the three months
ended March 31, 2020. The net loss for the three months ended March 31, 2021 was primarily attributable to the operating loss discussed above of
$782,890, interest expense incurred of $861,248, and warrant modification expense of $2,881,729, all of which was partially offset by the gain of $303,710
resulting from the forgiveness of the PPP loan and accrued interest. The net income for the three months ended March 31, 2020 was $438,064 and was
primarily attributable to operating profit of $1,039,406 offset by interest expense incurred of $601,342.
Liquidity and Capital Resources
Sources of Liquidity
We generated an operating loss of $782,890 and a net loss of $4,222,157 for the three months ended March 31, 2021. As of March 31, 2021, we had cash
and stockholders’ equity of $8,515,824 and $18,490,578, respectively. At March 31, 2021, we had working capital of $3,919,847.
Given our cash position at March 31, 2021 and our projected cash flow from operations, we believe that we will have sufficient capital to sustain operations
for a period of one year following the date of this filing. We may also raise funds through equity or debt offerings to increase our working capital and to
accelerate the execution of our long-term strategic plan to develop and commercialize our core products and to fulfill our product development
commitments.
Cash Generated by Operating Activities. Our primary ongoing uses of operating cash relate to payments to subcontractors and vendors for product,
research and development, salaries and related expenses and professional fees. Our vendors and subcontractors generally provide us with normal trade
payment terms. During the three months ended March 31, 2021, net cash used in operating activities totaled $1,002,766, which was comprised of a net loss
of $4,222,157, positive non-cash adjustments to reconcile net loss to net cash used in operating activities of $3,302,130, and changes in operating assets
and liabilities of negative $82,739, as compared to net cash provided by operating activities of $517,260 for the three months ended March 31, 2020, which
was comprised of net income of $438,064, positive non-cash adjustments to reconcile net income to net cash used in operating activities of $421,732, and
changes in operating assets and liabilities of negative $342,536.
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Cash Used in Investing Activities. During the three months ended March 31, 2021 and 2020, we did not have any net cash used in investing activities.
Cash Provided by Financing Activities. During the three months ended March 31, 2021, net cash provided by financing activities totaled $5,131,174 and
was primarily related to the proceeds received from the exercising of warrants into common stock of $6,670,494 and from the issuance of Series E
preferred stock of $4,000,003, all of which was partially offset by term loan repayments totaling $5,515,625 and fees paid in connection with equity
offerings of $23,698. During the three months ended March 31, 2020, net cash used in financing activities totaled $665,625 and was related to our term
loan repayments.
Potential Impacts of COVID-19 on Our Business and Operations
On March 11, 2020, the World Health Organization designated COVID-19 as a global pandemic. Sales volumes and the related revenues for most of our
products and services were significantly impacted during the latter portion of the first quarter and throughout the balance of 2020 as a result of the
healthcare industry’s focus on COVID prevention and treatment, which impacted the markets we serve, in particular the VA hospital and clinics. Sales of
our products and services have continued to be impacted as various policies were implemented by federal, state and local governments in response to the
COVID-19 pandemic, the public remains wary of real or perceived opportunities for exposure to the virus. We believe the extent of the COVID-19
pandemic’s impact on our operating results and financial condition has been and will continue to be driven by many factors, most of which are beyond our
control and ability to forecast. Although we have experienced some positive trends during the first four months of 2021, because of these uncertainties, we
cannot estimate how long or to what extent the pandemic will impact our operations.
In light of broader macro-economic risks and already known impacts on certain industries that use our products and services, during 2020 we took targeted
steps to lower our operating expenses because of the COVID-19 pandemic. We continue to monitor the impacts of COVID-19 on our operations closely
and this situation could change based on a significant number of factors that are not entirely within our control and are discussed in this and other sections
of this report on Form 10-Q. We do not expect there to be material changes to our assets on our balance sheet or our ability to timely account for those
assets.
To date, travel restrictions and border closures have not materially impacted our ability to obtain inventory or manufacture or deliver products or services to
customers; however, they have impacted our ability to develop new markets and visit certain facilities, particularly VA hospital. We have taken steps to
restrain and monitor our operating expenses and continue to monitor the trends in our business and broader economy to ensure that we properly track any
material changes to the relationship between costs and revenues.
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Impact of Inflation
We believe that our business has not been affected to a significant degree by inflationary trends during the past three years. However, inflation is still a
factor in the worldwide economy and may increase the cost of purchasing products from our contract manufacturers in Asia, as well as the cost of certain
raw materials, component parts and labor used in the production of our products. It also may increase our operating expenses, manufacturing overhead
expenses and the cost to acquire or replace fixed assets. We have generally been able to maintain or improve our profit margins through productivity and
efficiency improvements, cost reduction programs and to a lesser extent, price increases, and we expect to be able to do the same during the remainder of
fiscal year 2021. As such, we do not believe that inflation will have a significant impact on our business during the remainder of fiscal year 2021.
Off Balance Sheet Arrangements
We do not have any relationships with unconsolidated entities or financial partnerships, such as entities often referred to as structured finance or special
purpose entities, which would have been established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited
purposes. In addition, we do not have any undisclosed borrowings or debt, and we have not entered into any synthetic leases. We are, therefore, not
materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in such relationships.
Recent Accounting Pronouncements
See Note 3 to our condensed consolidated financial statements for the three months ended March 31, 2021, included elsewhere in this document.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
We are not required to provide the information required by this Item since we are a smaller reporting company, as defined in Rule 12b-2 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”).
Item 4. Controls and Procedures
Disclosure Controls and Procedures
Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we are
required to perform an evaluation of our disclosure controls and procedures, as such term is defined in Rule 13a-15(e) under the Exchange Act, as of March
31, 2021. Management has not completed such evaluation but has concluded, based on the material weaknesses in our internal controls over financial
reporting described below, that our disclosure controls and procedures were not effective as of March 31, 2021 to provide reasonable assurance that
information required to be disclosed by us in reports we file or submit under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms, and is accumulated and communicated to our management, including our principal executive officer
and principal financial officer, as appropriate to allow timely decisions regarding required disclosures.
As reported in our annual report on Form 10-K for the period ended December 31, 2020, during the closing procedures associated with its 2020 audit,
management identified an employee theft event involving a non-material amount of money for the fiscal year ended December 31, 2020. Management
determined that the incident was due to a material weakness in its controls and procedures, specifically as a result of the lack of segregation of duties due to
the limited number of employees performing certain administrative functions. In order to remediate the material weakness and further strengthen the
controls, management initiated or enhanced certain receivables handling procedures by strictly controlling access to incoming mail and physical checks
received by the Company. During the first quarter of 2021, we hired a forensic auditor who evaluated our transactions and determined that the incident was
isolated. The Company was made whole during the quarter ended March 31, 2021.
As of March 31, 2021, our management concluded that certain previously disclosed material weaknesses in our internal controls over financial reporting
continue to exist. Specifically, we have difficulty in accounting for complex accounting transactions due to an insufficient number of accounting personnel
with experience in that area and limited segregation of duties within our accounting and financial reporting functions. Management has recently hired an
assistant controller with significant experience to help address this situation. Additional time is required to expand our staff, fully document our systems,
implement control procedures and test their operating effectiveness before we can conclude that we have remediated our material weaknesses.
Changes in Internal Controls
There were no changes in the Company’s internal control over financial reporting that occurred during the three months ended March 31, 2021 that have
materially affected or are reasonably likely to materially affect our internal control over financial reporting.
Limitations of the Effectiveness of Controls
Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls and procedures will
prevent all errors 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. 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, have been detected. These inherent limitations include, but are not limited to, the realities that
judgments in decision making can be faulty and that breakdowns can occur because of simple errors. Additionally, controls can be circumvented by the
individual acts of some persons, by collusion of two or more people, or by management override of the control. The design of any system of controls is also
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. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud
may occur and not be detected.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings
On February 24, 2020, Michael J. Orlando, as shareholder representative (the “Shareholder Representative”), and the other stockholders of Fit Pay, Inc.
(collectively, the “Fit Pay Shareholders”), filed a lawsuit in the United States District Court for the Southern District of New York against the Company,
CrowdOut Capital, LLC, and Garmin International, Inc. (the “Complaint”). See Orlando v. Nxt-ID, Inc. No. 20-cv-1604 (S.D.N.Y.). The Complaint alleges
that the Company has breached certain contractual obligations under a merger agreement, dated May 23, 2017, between Fit Pay, Inc. and the Company,
regarding certain future, contingent earnout payments allegedly that could be owed to the Fit Pay Shareholders from future revenues. The Complaint seeks
unspecified monetary damages from the defendants. The Company believes that these claims are without merit and plans to vigorously defend the action.
On May 12, 2020, the Company filed an answer and counterclaims alleging, among other things, fraud and breach of fiduciary duty of the Shareholder
Representative as well as arguing that the Shareholder Representative should be estopped from pursuing these claims. The Company has moved for
summary judgment to have the lawsuit dismissed. The Company has been able to successfully stay discovery pending the court’s ruling on motions to
dismiss by Garmin International, Inc. and CrowdOut Capital, LLC. In March 2021, following our successful application to stay all discovery, the court
granted CrowdOut’s and Garmin’s separate motions to dismiss. Orlando’s claim against the Company still remains and the Company’s motion for summary
judgment is still pending.
In connection with the sale of Fit-Pay, Inc., Giesecke+Devrient Mobile Security America, Inc. (“GDMSAI”) has identified a disagreement with the
Company over calculation of dividends with respect to GDMSAI’s Series C Non-Convertible Voting Preferred Stock (the “Series C”) of the Company. On
August 13, 2020, the Company was sued by GDMSAI seeking, among other things, $440,000 of dividends that it believes are owed to it pursuant to the
terms of the Series C. The Company believes that GDMSAI’s claims are not correct is vigorously defending the action. The Company moved to have the
case removed from Delaware to New York, where the Company claims the forum clause requires the claims to be heard. The Company has opposed
GDMSAI’s motion for summary judgment. In March 2021, a Delaware Chancery court rejected our argument that the Fit Pay merger agreement requires
litigation solely in New York and thereafter granted GDMSAI summary judgment on the merits, holding that relevant dividend language required a
perpetually paid dividend once the $50M threshold had been achieved. The Company has filed a notice of appeal and plans to appeal the Delaware
Chancery court’s decision. There are no assurances that our appeal will be successful and even if our appeal is successful that a New York court will agree
with our interpretation of the manner in which dividends on the Series C Preferred are to be calculated. If we are unsuccessful, we will be responsible for
paying $440,000 of dividends plus interest. The judgment may also trigger an event of default with our senior debt facility. Although we are attempting to
negotiate a waiver of this provision in our credit agreement, there are no assurances that we will be successful in doing so or on terms reasonably favorable
to the Company.
From time to time, the Company may be involved in various claims and legal actions arising in the ordinary course of our business. Other than the above,
there is no action, suit, proceeding, inquiry or investigation before or by any court, public board, government agency, self-regulatory organization or body
pending or, to the knowledge of the executive officers of the Company or any of our subsidiaries, threatened against or affecting our company, or any of our
subsidiaries in which an adverse decision could have a material adverse effect upon our business, operating results, or financial condition.
Item 1A. Risk Factors
As a smaller reporting company, we are not required to provide the information required by this Item.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
There have been no material changes to the procedures by which security holders may recommend nominees to our Board of Directors.
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Item 6. Exhibits
Exhibit
Number
31.1*
31.2*
32.1
32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Description
Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002
XBRL Instance Document
XBRL Schema Document
XBRL Calculation Linkbase Document
XBRL Definition Linkbase Document
XBRL Label Linkbase Document
XBRL Presentation Linkbase Document

In accordance with SEC Release 33-8238, Exhibits 32.1 and 32.2 are being furnished and not filed.
*

Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
Nxt-ID, Inc.
Date: May 17, 2021

By:
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/s/ Vincent S. Miceli
Vincent S. Miceli
Chief Executive Officer and
Chief Financial Officer
(Duly Authorized Officer and
Principal Executive Officer and Principal Financial
Officer)

EXHIBIT INDEX
Exhibit
Number
31.1*
31.2*
32.1
32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Description
Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002
XBRL Instance Document
XBRL Schema Document
XBRL Calculation Linkbase Document
XBRL Definition Linkbase Document
XBRL Label Linkbase Document
XBRL Presentation Linkbase Document

In accordance with SEC Release 33-8238, Exhibits 32.1 and 32.2 are being furnished and not filed.
*

Filed herewith.
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Exhibit 31.1
CERTIFICATION
OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Vincent S. Miceli, as the principal executive officer of the registrant, certify that:
1. I have reviewed this quarterly report on Form 10-Q for the quarter ended March 31, 2021 of Nxt-ID, 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 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 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:
(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 fourth 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
5. The registrant's other certifying officer 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.
Date: May 17, 2021

By:

/s/ Vincent S. Miceli
Vincent S. Miceli
Chief Executive Officer
(Duly Authorized Officer and
Principal Executive Officer)

Exhibit 31.2
CERTIFICATION
OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Vincent S. Miceli, as the principal financial officer of the registrant, certify that:
1. I have reviewed this quarterly report on Form 10-Q for the quarter ended March 31, 2021 of Nxt-ID, 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 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 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:
(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 fourth 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
5. The registrant's other certifying officer 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.
Date: May 17, 2021

By:

/s/ Vincent S. Miceli
Vincent S. Miceli
Chief Financial Officer
(Duly Authorized Officer and
Principal Financial Officer)

Exhibit 32.1
CERTIFICATION
OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Nxt-ID, Inc. (the “Company”) on Form 10-Q for the quarter ended March 31, 2021, as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I, Vincent S. Miceli, Chief Executive Officer of Nxt-ID, Inc., certify, pursuant to 18 U.S.C.
§1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my 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.
Date: May 17, 2021

By:

/s/ Vincent S. Miceli
Vincent S. Miceli
Chief Executive Officer
(Duly Authorized Officer and
Principal Executive Officer)

Exhibit 32.2
CERTIFICATION
OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Nxt-ID, Inc. (the “Company”) on Form 10-Q for the quarter ended March 31, 2021, as filed with the Securities
and Exchange Commission on the date hereof (the “Report”), I, Vincent S. Miceli, Chief Financial Officer of Nxt-ID, Inc., certify, pursuant to 18 U.S.C.
§1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my 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.
Date: May 17, 2021

By:

/s/ Vincent S. Miceli
Vincent S. Miceli
Chief Financial Officer
(Duly Authorized Officer and
Principal Financial Officer)

