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Item 2.01. Completion of Acquisition or Disposition of Assets.

Mistras Group, Inc. ("Mistras" or "the Company") filed a Current Report on Form 8-K (the “Initial Report”) in connection with its completion of the

acquisition of Onstream Holdings, Inc. (“Onstream”), the 100% parent company of Onstream Pipeline Inspection Services Inc. As permitted under Item 9.01

of Form 8-K, financial statements of Onstream and the required pro forma information were omitted.

This Current Report on Form 8-K/A amends the Initial Report to include the previously omitted audited financial statements of Onstream and unaudited pro

forma financial information required pursuant to Article 11 of Regulation S-X.

Item 9.01. Financial Statements and Exhibits.

(a) Financial statements of business acquired

(i)     Audited consolidated financial statements of Onstream as of December 31, 2017 and for the year ended December 31, 2017

(ii)    Unaudited condensed consolidated financial statements of Onstream as of September 30, 2018 and for the nine months ended September 30, 2018 and

2017

(b) Pro forma financial information

(i)    Unaudited pro forma condensed combined statement of operations of the Company for the year ended December 31, 2017

(ii)    Unaudited pro forma condensed combined balance sheet of the Company as of September 30, 2018 and unaudited pro forma condensed combined

statement of operations of the Company for the nine months ended September 30, 2018

(d) Exhibits



23.1  Consent of KPMG LLP, Independent Registered Public Accounting Firm

99.1  Audited consolidated financial statements of Onstream as of December 31, 2017 and for the year ended December 31, 2017

99.2
 

Unaudited condensed consolidated financial statements of Onstream as of September 30, 2018 and for the nine months ended September 30, 2018
and 2017

99.3

 

Unaudited pro forma condensed combined statement of operations of the Company for the year ended December 31, 2017 and unaudited pro
forma condensed combined balanced sheet of the Company as of September 30, 2018 and unaudited pro forma condensed combined statement of
operations of the Company for the nine months ended September 30, 2018
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Consent of Independent Registered Public Accounting Firm

To the Board of Directors of Mistras Group, Inc.

We consent to the incorporation by reference in the registration statements (Nos. 333-164688 and 333-217047) on Form S-8 of Mistras Group, Inc. and
subsidiaries of our report, dated February 28, 2019, with respect to the consolidated financial statements of Onstream Holdings, Inc. and subsidiaries as of and
for the year ended December 31, 2017, which appears in this Current Report on Form 8-K/A.

/s/ KPMG, LLP

KPMG, LLP

Chartered Professional Accountants

February 28, 2019
Calgary, Canada
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors of Mistras Group, Inc.
Onstream Holdings Inc. and subsidiaries

We have audited the accompanying consolidated financial statements of Onstream Holdings Inc. and subsidiaries, which comprise the consolidated balance sheet as of December 31,
2017, and the related consolidated statement of operations and comprehensive income (loss), changes in stockholders’ equity, and cash flows for the year then ended, and the related
notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with U.S. generally accepted accounting principles; this
includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Onstream Holdings Inc. and subsidiaries as of
December 31, 2017, and the results of their operations and their cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

/s/ KPMG, LLP

KPMG, LLP
Chartered Professional Accountants

February 28, 2019
Calgary, Canada



ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Consolidated Balance Sheet
As of December 31, 2017
(in thousands, except share and per share data)

ASSETS   

Current assets   
Cash and cash equivalents  $ —
Accounts receivable  7,025
Prepaid expenses  264

Total current assets  7,289

Property and equipment, net  4,465
Intangible assets, net  23,527
Goodwill  40,471

Total assets  $ 75,752

LIABILITIES AND STOCKHOLDERS' EQUITY   

Current liabilities   
Accounts payable and accrued liabilities  $ 1,710
Income taxes payable  1,652
Dividend payable  526
Current portion of revolving term loan  2,250

Total current liabilities  6,138

Deferred tax liability  1,492
Related party debt  14,170
Long-term portion of revolving term loan  41,954
Other long-term liabilities  377

Total liabilities  64,131

Stockholders' equity   
Common stock par value $0, unlimited authorized, 13,461 Series A shares, 5,769 Series B   

shares 770 Series C shares issued and outstanding  —
Class D preferred stock, par value $1, unlimited authorized 6,000 shares issued and outstanding  6,000
Additional paid in capital  92
Retained earnings  5,706
Accumulated other comprehensive loss  (177)

Total stockholders' equity  11,621

Total liabilities and stockholders' equity  $ 75,752

The accompanying notes are an integral part of this consolidated financial statement.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Consolidated Statement of Operations and Comprehensive Income (Loss)
For the year ended December 31, 2017
(in thousands)

Revenue  $ 34,853
Cost of revenue  10,634

Gross profit  24,219

Selling, general and administrative  7,338
Depreciation and amortization  5,622
Development costs  207

Income from operations  11,052

Interest expense  3,041
Other expense  122

Income before income taxes  7,889

Provision for income taxes  1,977

Net income  5,912

Other comprehensive income (loss):   
Foreign currency translation adjustment  (178)

Comprehensive income  $ 5,734

The accompanying notes are an integral part of this consolidated financial statement.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Consolidated Statement of Changes in Stockholders’ Equity
For the year ended December 31, 2017
(in thousands)

                      Accumulated   

  Series A Common Stock  Series B Common Stock  Series C Common Stock  
Series D Preferred

Stock  Additional    Other  Total

  Number of    Number of    Number of    
Number

of    Paid-in  Retained  Comprehensive  Stockholders'

  Shares  Amount  Shares  Amount  Shares  Amount  Shares  Amount  Capital  Earnings  Income (Loss)  Equity

                         
Balance at
December 31, 2016  13,461  $ 13,461  5,769  $ 5,769  770  $ 770  6,000  $ 6,000  $ 16  $ 880  $ 1  $ 26,897

Return of capital  —  (13,461)  —  (5,769)  —  (770)  —  —  —  —  —  (20,000)
Stock based
compensation  —  —  —  —  —  —  —  —  76  —  —  76

Net income  —  —  —  —  —  —  —  —  —  5,912  —  5,912

Dividends declared  —  —  —  —  —  —  —  —  —  (1,086)  —  (1,086)
Foreign currency
translation  —  —  —  —  —  —  —  —  —  —  (178)  (178)

Balance at
December 31, 2017  13,461  $ —  5,769  $ —  770  $ —  6,000  $ 6,000  $ 92  $ 5,706  $ (177)  $ 11,621

The accompanying notes are an integral part of this consolidated financial statement.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Consolidated Statement of Cash Flows
December 31, 2017
(in thousands, except share and per share data)

CASH FLOWS FROM OPERATING ACTIVITIES   
Net income  $ 5,912
Adjustments to reconcile net income to net cash provided by operating activities   

Depreciation and amortization  5,622
Amortization of capitalized financing costs  77
Deferred income taxes  (52)
Reduction of interest accrued on related party debt  (1,701)
Stock based compensation expense  76
Changes in operating assets and liabilities   

Accounts receivable  (2,222)
Prepaid expenses  (183)
Accounts payable and accrued liabilities  171
Due to related parties  (9)
Income taxes payable  1,321

Net cash provided by operating activities  9,012

CASH FLOWS FROM INVESTING ACTIVITIES   
Purchase of property and equipment  (2,858)
Net cash used in investing activities  (2,858)

CASH FLOWS FROM FINANCING ACTIVITIES   
Proceeds from borrowings on revolving term loan  19,464
Repayments of borrowings on revolving term loan  (5,375)
Return of capital  (20,000)
Payment of dividends  (560)

Net cash used in financing activities  (6,471)

Effect of exchange rate changes on cash and cash equivalents  (71)

Net change in cash and cash equivalents  (388)

Cash and cash equivalents   
Beginning of year  388

End of year  $ —

Supplemental disclosure of cash paid   
Interest  $ 4,732

Income taxes  $ 737

Noncash investing and financing   
Dividends declared but not paid  $ 526

The accompanying notes are an integral part of this consolidated financial statement.

- 7 -



ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

1. DESCRIPTION OF BUSINESS AND ORGANIZATION

Onstream Holdings Inc. (“Onstream” or the “Company”), was incorporated on September 23, 2015 and holds 100% of the outstanding
shares of Onstream Pipeline Inspection Services Inc. (“Onstream Services”). Onstream is based in Calgary, Alberta and provides
pipeline inspection services to the oil & gas industry in Canada and the United States. Onstream Services commenced commercial
operations on November 25, 2015 upon the acquisition of Onstream Pipeline Inspection Inc.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United States (“US GAAP”) and denominated in Canadian dollars, the Company’s functional currency. These consolidated
financial statements include the accounts of the Company, Onstream Services and its wholly owned subsidiary, Onstream Pipeline
Inspection USA Inc. (“Onstream USA”).

All significant intercompany balances and transactions have been eliminated on consolidation.

The determination of which subsidiaries to consolidate is based on the ability to control an entity. Control of an entity is determined by
the ability to control the ongoing strategic, operating, investing and financing policies without the cooperation of others in a manner
that would earn the right and ability to obtain the future economic benefits.

Use of Estimates

The preparation of consolidated financial statements in conformity with US GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenue and expenses and disclosure of contingent assets and
liabilities at the date of financial statements. The Company bases its estimates and assumptions on historical experience, known or
expected trends and various other assumptions that it believes to be reasonable. As future events and their effects cannot be determined
with precision, actual results could differ significantly from these estimates, which may cause the Company’s future results to be
significantly affected. The accounts and transactions that require the use of estimates includes: deferred taxes, long lived assets,
goodwill, stock based compensation expense, depreciation expense, and amortization expense.

Cash

The Company’s cash and cash equivalents is comprised of cash on hand and demand term deposits with an original maturity date of
three months or less.

Fair Value of Financial Instruments

Financial instruments of the Company consist of cash and cash equivalents, accounts receivable, related party debt, accounts payable
and accrued liabilities, dividend payable, income taxes payable, and revolving term loan.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

Financial instruments are recorded at cost or amortized cost, unless management has elected to carry the financial instruments at fair
value.  The Company has not elected to carry financial instruments at fair value.

Transaction costs incurred on the acquisition of financial instruments measured subsequently at fair value are expensed as incurred.  All
other financial instruments are adjusted by transaction costs incurred on acquisition and are amortized using the straight-line method.

The Company follows Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 820, “Fair
Value Measurement,” for financial assets and liabilities recorded at fair value. This standard defines fair value, provides guidance for
measuring fair value and requires certain disclosures. ASC 820 discusses valuation techniques, such as the market approach
(comparable market prices), the income approach (present value of future income or cash flow), and the cost approach (cost to replace
the service capacity of an asset or replacement cost). The statement utilizes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three broad levels. The following is a brief description of those three levels.

Level 1 - Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly. These include
quoted prices for similar assets and liabilities in active markets and quoted prices identical or similar assets and liabilities
in markets that are not active.

Level 3 - Unobservable inputs that reflect the Company’s own assumptions.

ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. There was no cumulative effect adjustment to net assets or liabilities as a result of adoption.

The Company also follows the provisions of ASC 820 with respect to its non-financial assets and liabilities that are required to be
measured at fair value on a non-recurring basis. The Company uses Level 3 inputs and the income method to determine the fair value
of these non-financial assets and liabilities. The Company had no adjustment to the carrying amounts of these non-financial assets and
liabilities for the year ended December 31, 2017.

Allowance for Doubtful Accounts

The Company’s policy to determine whether the establishment of an allowance for doubtful accounts is required is based primarily on
anticipated collection losses from historical collection experience, the aging of receivable accounts, accounts in dispute and other
circumstances which may result in the inability to collect the receivable balances, such as evidence of the insolvency of a client. When
evaluating the adequacy of the allowance for doubtful accounts, the Company also considers the overall economic environment and
other factors specific to its clients both from an industry and geographical perspective. Estimates of uncollectible accounts are recorded
as bad debt expense and are reflected as additions to the accounts receivable allowance. No allowance was needed as of December 31,
2017.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

Property and Equipment

Property and equipment are carried at cost, net of accumulated depreciation. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets. Expenditures for maintenance and routine repairs are expensed as incurred. Estimated
useful lives of property and equipment are as follows:

Inspection equipment 5 years
Automotive equipment 5 years
Computer and office equipment 3 to 5 years

Goodwill

Goodwill represents the excess of cost over fair value of net assets acquired. The value assigned to goodwill is not amortized, rather it
is tested for impairment annually or more frequently if events or circumstances indicate the related assets may be impaired, in
accordance with the provisions of ASC Topic 350, “Intangibles – Goodwill and Other.” The Company uses both qualitative and
quantitative factors when testing for impairment of goodwill. The Company assesses the qualitative factors to determine if it is more
likely than not (defined as a likelihood of more than 50%) that the fair value of a reporting unit is less than its carrying amount,
including goodwill. If after the assessment of qualitative factors it is not more likely than not that the value of the reporting unit is less
than its carrying amount, no further testing is required. However, if it is determined that it is more likely than not that the fair value of a
reporting unit is less than its carrying amount, the Company assesses whether the carrying amount of the reporting unit is greater than
zero and its fair value exceeds the carrying amount. If so, goodwill is not considered impaired. If the fair value of a reporting unit is
less than its carrying value, this is an indicator that the goodwill assigned to that reporting unit may be impaired. As a result of the
Company adopting ASU 2017-04 on January 1, 2017, impairment will be recorded in the amount that the fair value is less than the
carrying value, as the ASU eliminated step two of the goodwill impairment process. The Company considers the income and market
approaches to estimating the fair value of our reporting units, which requires significant judgment in the evaluation of economic and
industry trends, estimated future cash flows, discount rates, and other factors.

There was no impairment of goodwill during the year ended December 31, 2017.

Intangible and Long-lived Assets

Indefinite life intangible assets, such as trademarks, are measured at cost adjusted for cumulative impairment losses. These assets are
not amortized, but rather tested for impairment periodically, and in any event at least annually, if events occur that indicate that an
impairment charge may be necessary.

The finite-lived intangible assets and long-lived assets are reviewed for recoverability whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. If an indication of an impairment is present the estimated undiscounted
future cash flows of the asset group are compared to its carrying value. If the estimated undiscounted future cash flows are lower than
the carrying amount of the related assets, a loss is recognized for the difference between the carrying amount and the estimated fair
value of the assets.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

There was no impairment of intangible or long-lived assets for the year ended December 31, 2017.

Estimated useful lives of intangible assets are as follows:

 Useful Lives

Customer relationships 7 years
Intellectual property 7 years

Revenue Recognition

Revenues are recognized when services are rendered, the customer takes ownership and assumes the risk of loss, collection of the
related receivable is reasonably assured, persuasive evidence of an arrangement exists and the sales price is fixed or determinable.

Cost of Revenue

Direct operating expenses include all materials, labor, equipment charges, tools & supplies, shipping and repairs directly related to the
project.

Income Taxes

The Company accounts for income taxes pursuant to the asset and liability method of ASC Topic 740, Income Taxes, which requires it
to recognize current tax liabilities or receivables for the amount of taxes it estimates are payable or refundable for the current year, and
deferred tax assets and liabilities for the expected future tax consequences attributable to temporary differences between the financial
statement carrying amounts and their respective tax bases of assets and liabilities and the expected benefits of net operating loss and
credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in operations in the period enacted. A valuation allowance is provided when it is more likely than not
that a portion or all of a deferred tax asset will not be realized. The ultimate realization of deferred tax assets is dependent upon the
generation of future taxable income and the reversal of deferred tax liabilities during the period in which related temporary differences
become deductible.

The Company follows the provisions of ASC Subtopic 740-10 related to the accounting for uncertainty in income taxes recognized in
an enterprise's consolidated financial statements. ASC Subtopic 740-10 prescribes a comprehensive model for the financial statement
recognition, measurement, presentation and disclosure of uncertain tax positions taken or expected to be taken in income tax returns.

The Company has adopted ASU 2015 17 Balance Sheet Classification of Deferred Taxes and have presented deferred tax assets and
liabilities as non current.

The benefit of tax positions taken or expected to be taken in the Company's income tax returns are recognized in the financial
statements if such positions are more likely than not of being sustained upon examination by taxing authorities. Differences between
tax positions taken or expected to be taken in a tax return and the benefit recognized and measured pursuant to the interpretation are
referred to as
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

“unrecognized benefits”. A liability is recognized (or amount of net operating loss carryover or amount of tax refundable is reduced)
for an unrecognized tax benefit because it represents an enterprise’s potential future obligation to the taxing authority for a tax position
that was not recognized as a result of applying the provisions of ASC Subtopic 740-10. Interest costs and related penalties related to
unrecognized tax benefits are required to be calculated, if applicable. The Company’s policy is to classify assessments, if any, for tax
related interest as interest expense and penalties as part of the income tax expense. No interest or penalties were recorded during the
year ended December 31, 2017. As of December 31, 2017, the Company has recorded a $377 liability for unrecognized tax benefits.
The Company does not expect any significant changes in its unrecognized tax benefits in the next year. If recognized, the amount of the
unrecognized tax benefits that would impact the effective tax rate is $247.

Stock-Based Compensation

The Company records compensation expense for stock-based payment awards issued to employees based on the fair value of the equity
instrument at the time of grant for awards that are classified as equity. The Company’s stock-based awards consist of restricted stock
and incentive stock options granted to certain of the Company’s employees. These options vest evenly over five years on each
anniversary date of the grant. The fair market value of each option award is estimated on the date of grant using the Black-Scholes
option-pricing model, which uses assumptions and estimates that the Company believes are reasonable. Some of the assumptions and
estimates include items such as share price volatility and expected option holding period. Compensation expense is recognized in
selling, general and administrative expenses over the requisite vesting period with the corresponding credit to additional paid-in capital.

Comprehensive Income

Comprehensive income consists of net income and other comprehensive loss. Other comprehensive loss includes foreign currency
translation. Foreign currency assets and liabilities of subsidiaries operating outside Canada that have a functional currency other than
the Canadian dollar are translated into Canadian dollars using the exchange rates at the balance sheet dates. Revenues and expenses are
translated at average exchange rates effective during the years. Foreign currency translation gains and losses are included in the
consolidated statements of operations and comprehensive loss as comprehensive gain or loss. Foreign currency transaction gains and
losses are included in other expenses in the consolidated statement of operations and comprehensive loss. During the year ended
December 31, 2017, a loss of $45 was recognized in the statement of operations and comprehensive income.

Recent Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-09, “Revenue from Contracts with Customers (Topic
606),” which provides a single comprehensive model for entities to use in accounting for revenue arising from contracts with customers
and will supersede most current revenue recognition guidance. The core principle of the guidance is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. To achieve the core principle an entity should apply a five step
process as outlined in the ASU. The standard is effective for public entities for annual and interim periods beginning after December
15, 2017. We expect that the adoption of ASC 606 will not have a significant impact on the Company’s revenue recognition policies.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

In February 2016, the FASB issued ASU No. 2016-02 “Leases (Topic 842)” (“ASU 2016-02”), which is effective for public entities for
the fiscal years and interim periods beginning after December 15, 2018. ASU 2016-02 requires an entity to recognize a right-of-use
asset and a lease liability for long-term leases. The liability will be equal to the present value of lease payments. We are in the process
of evaluating the effect that ASU 2016-02 will have on our consolidated financial statements and related disclosures.

In August 2016, the FASB issued ASU No. 2016-15 “Statements of Cash Flows (Topic 230): Classification of Certain Cash Receipts
and Cash Payments” (“ASU 2016-15”) which is effective for the fiscal years and interim periods beginning after December 15, 2018.
ASU 2016-15 is intended to reduce diversity in practice in how certain cash receipts and cash payments are presented and classified in
the statement of cash flows. We are in the process of evaluating the effect that ASU 2016-15 will have on our consolidated financial
statements and related disclosures.

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of December 31, 2017:

Inspection equipment $ 4,580
Automotive equipment 2,183
Computer and office equipment 592
 7,355

Less: accumulated depreciation (2,890)

Property and equipment, net $ 4,465

Depreciation expense for the year ended December 31, 2017 was $1,651.

4. INTANGIBLE ASSETS

Intangible assets consist of the following as of December 31, 2017:

Customer relationships $ 20,000
Intellectual property 7,800
Trade name 4,000
 31,800

Less: accumulated amortization (8,273)

Intangible assets, net $ 23,527

Total intangible amortization expense for the years ended December 31, 2017 was $3,971.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

The estimated amortization expense for the next five fiscal years and thereafter is as follows:

2018 $ 3,971
2019 3,971
2020 3,971
2021 3,971
2022 3,643

Total $ 19,527

5. RELATED PARTY DEBT:

In November 2015, the Company obtained financing from a shareholder of the Company at that time through a $14,000 unsecured,
subordinated debt that bears interest at 12.0%. Interest is accrued annually on the anniversary date with interest on overdue interest.
There are no required principal repayments until maturity. The debenture matures in May 2020. During the year ended December 31,
2017, the Company has recognized interest expense of $1,810 and accrued interest totaling $3,511 was paid during the year. At
December 31, 2017, accrued interest totaled $170.

6. REVOLVING TERM LOAN:

The Company has available a $5,000 revolving operating line of credit which is increased on a dollar for dollar basis based on
permitted distributions, as defined in the lending agreement, up to a maximum of $7,500. At December 31, 2017, the available amount
under of the revolving operating line of credit was $5,924. No amounts were drawn on the revolving operating line of credit during
2017.

The Company also had available a $35,000 four year reducing, revolving term loan. On December 22, 2017, the Company completed
an amendment to an existing credit agreement (the “Amendment”). The Amendment increased the amount available on the four year
reducing, revolving term loan to $45,000. The Amendment also reduced the interest rates, standby fees, and covenants as discussed
below. The term of the credit agreement did not change.

The loans bear interest at the lenders prime rate, US base rate advances, LIBOR or bankers acceptances rates plus a margin that ranges
from 0.6% to 3.1%. The margin is adjusted based on the total funded debt to adjusted earnings before interest, taxes, depreciation and
amortization (“adjusted EBITDA”) computed under generally accepted accounting standards for private enterprises in Canada
(“ASPE”). The Company historically prepared financial statements under ASPE and there are no significant differences in the
calculation of adjusted EBITDA between ASPE and US GAAP. A standby fee ranging from 0.3% to 0.6% is charged on amounts
undrawn.

At December 31, 2017, the revolving term loan comprised the following:
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

Principal on term loan $ 44,438
Less: unamortized debt issuance costs (234)
 44,204

Less: current portion (2,250)

Long-term portion of revolving term loan $ 41,954

The costs associated with obtaining the facility have been presented net of the term loan and are being amortized into finance costs
using the effective interest method over the term of the loan.

The revolving term loan matures on November 25, 2019 with any amounts drawn due and payable on the maturity date. The term loan
requires principal payments as noted below with the balance due on November 25, 2019:

2018 $ 2,250
2019 42,188

 $ 44,438

In addition to the scheduled annual principal repayments, the Company is required to make annual principal payments of excess annual
cash flow. Excess cash flow is defined in the lending agreement and in substance is calculated under ASPE as adjusted EBITDA less
permitted amounts such as cash taxes, certain capital expenditures, interest expense and scheduled debt repayments. If the ratio of total
funded debt to adjusted EBITDA at year end exceeds 2.25:1 the excess cash flow sweep is reduced by 50%. The calculation of the
excess cash flow for 2017 was $3,085. During 2017, the Company voluntarily repaid $3,500 in addition to mandatory repayments of
$1,875 of the revolving term loan which the lenders have agreed will satisfy the amount required to be paid under the lending
agreement.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

The Company is required to comply with several financial and non-financial covenants under the term of the lending agreement. The
total funded debt to adjusted EBITDA under ASPE is measured quarterly and the following are the covenants:

December 30, 2017 2.95:1
December 31,2017 to June 29, 2018 4.25:1
June 30, 2018 to December 30, 2018 4.00:1
December 31, 2018 to June 29, 2019 3.75:1
June 30, 2019 and thereafter 3.25:1

In addition, the quarterly fixed charge ratio under ASPE must not be less than 1.15:1.

The Company was in compliance with the above financial covenants at December 31, 2017.

The loans are secured by all of the assets of the Company and parental guarantees.

7. RELATED PARTY TRANSACTIONS

In addition to the related party debt, the financial statements include $274 of rent paid in 2017 to a company in which key individuals
of the Company are shareholders.

8. DEFINED CONTRIBUTION PLANS

The Company has a 401(k) plan for eligible employees in the United States. Employees may contribute up to 90 percent of their
compensation subject to certain limits based on U.S. federal tax laws. The Company makes matching contributions equal to 100
percent of the first 4 percent of an employee’s compensation contributed to the plan. Matching contributions vest to the employee over
a three-year period. The Company may also decide to make nonelective contributions. The nonelective contributions vest to the
employee equally over a six-year period.

The Company also has a registered retirement savings plan (“RRSP”) for eligible employees in Canada. These employees may
contribute up to 3 (or 5, if employee has over 3 years of service) percent of their compensation subject to certain limits based on
Canadian tax laws. The Company makes matching contributions equal to 100 percent of the first 3 (or 5, if employee has over 3 years
of service) percent of an employee’s compensation contributed to the plan. These contributions vest immediately to employees.

Employer contributions to plans totaled $228 during the year ended December 31, 2017.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

9. STOCKHOLDER’S EQUITY

The Company’s authorized capital stock consists of an unlimited number of Class A, B, and C common shares, an unlimited number of
class D preferred shares, and up to 5 million Class P 2015 and up to 10 million Class P 2016 preferred shares.

Class A and B common shares are entitled to vote and dividends are at the discretion of the Company. Class C common shares are not
entitled to vote and can be converted to class A common shares at the option of the Company. Class C shares are entitled to dividends
at the discretion of the Company. Class D preferred shares are not entitled to vote and have cumulative preferential dividends, if and
when declared by the Company, at a rate of 8.76%. Dividends can be paid in cash or additional class D preferred shares at the option of
the Company. In addition, class D preferred shares are redeemable at the Company’s option. During 2017, the Company declared
dividends totaling $1,086, of which $560 were paid during the year, and $526 are payable after March 31, 2018. Subsequent to year
end the $526 of declared dividends were paid in July 2018. On December 22, 2017, the Company made a cash payment for the return
of capital for all of the class A common, class B common and class C common shareholders totaling $20,000.

10. EMPLOYEE STOCK OPTION PLAN

The Company created an Employee Stock Option Plan (“ESOP”) as incentive to recruit and retain key management positions. The
ESOP entitles the option holder the right to acquire Class C common shares. Grants under the plan are issued based on the fair market
value of the shares as of the date of the grant as determined by the Board of Directors. The options granted vest evenly over a five-year
period on each anniversary date of the grant with an expiry date of ten years from the date of the grant.

The compensation expense that has been recognized in profit for the year is $76. The corresponding amount has been recognized in
additional paid in capital. Expected volatility is estimated by considering historic average share price volatility.

The fair value of the employee options and the computation of stock compensation expense are measured using the Black-Scholes
option pricing model.

The Company has reserved 1,000,000 class C common shares as at December 31, 2017 for issuance under the ESOP for employees.
The maximum number of options permitted to be outstanding at any point in time is limited to 5% of the common shares then
outstanding.

On December 22, 2017, the Board of Director’s approved an exercise price reduction on all 500,000 options that were outstanding from
$1.00 down to $0.00 per share. The impact to stock based compensation expense was not material.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

The following table provides a summary of the status of the Company’s stock option plan and changes during the years ending
December 31:

 
Number of

Options  
Average Exercise

Price  
Remaining Life

(in Years)

Outstanding, beginning of year 550,000  $ 1.00   

Granted 100,000  1.75   
Exercised —  —   
Forfeited (50,000)  1.00   

Outstanding, end of year1 600,000  $ 0.29  8.85

      

Exercisable, end of year1 100,000  $ —  8.62

1-The exercise price for 500,000 options, including 100,000 which vested, was reduced on December 22,2017 from $1.00 to $.00 per share.

The inputs used in the measurement of the fair values at grant date of the options were as follows: expected volatility 71.6%, expected
life 10 years, risk free interest rate 2.0%, dividend yield 0%.

Additional information regarding stock options outstanding as of December 31, 2017 is as follows:

Exercise Price  
Number

Outstanding  

Weighted Average
Remaining

 Contractual Life
 (in years)  

Weighted
Average

Exercise Price
Per Share  

$ 0.00  500,000  8.62  $ 0.00  

$ 1.75  100,000  9.98  $ 1.75  

Total  600,000  8.85  $ 0.29  

Unrecognized compensation costs related to all non-vested stock-based compensation awards granted were $931 as of year ended
December 31, 2017. This cost is expected to be recognized over a weighted- average remaining period of 4.2 years for stock options.
As of December 31, 2017, the total fair value of shares vested was $175.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

11. COMMITMENTS AND CONTINGENCIES

The Company has various operating leases for its offices in Canada and the United States which expire at various times through to
October 2028. Future minimum rent commitments as of December 31, 2017 are as follows:

2018 $ 718
2019 1,471
2020 1,389
2021 1,490
2022 1,249
2023 5,938

  

Total value of future minimum lease payments $ 12,255

Rent expense was approximately $624 for the year ended December 31, 2017.

12. INCOME TAXES

The Company is subject to tax in Canada and in the United States including provincial and state taxes. The Company files Canadian tax
returns for the two Canadian companies which include provincial taxes for Alberta, and a US income tax return for the US subsidiary
including various states in which they do business.

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act
(“Tax Act”). The Tax Act makes broad and complex changes to the U.S. tax code, most of which were effective for tax years beginning
after December 31, 2017. Changes effective as of January 1, 2018 include, but are not limited to, (1) reduction of the U.S. federal
corporate tax rate from 35% to 21%; (2) elimination of the corporate alternative minimum tax (“AMT”); (3) a new limitation on
deductible interest expense to 30% of adjusted taxable income; (4) the repeal of the domestic production activity deduction; and (5)
limitations on business net operating losses but with an unlimited carryforward period for losses generated after December 31, 2017.

ASC Topic 740 requires companies to recognize the effects of tax law changes in the period of enactment, which for the Company was
the fourth quarter of 2017, even though the effective date of most provisions of TCJA is January 1, 2018. Staff Accounting Bulletin 118
(“SAB 118”) allows a company to recognize provisional amounts when it does not have the necessary information available, prepared
or analyzed, including computations, in reasonable detail to complete its accounting for the change in tax law. The measurement period
ends when a company has obtained, prepared and analyzed the information necessary to finalize its accounting, but cannot extend
beyond one year. During the measurement period, adjustments for the effects of the law will be recorded to the extent a reasonable
estimate for all or a portion of the effects of the law can be made. Companies will adjust their provisional amounts when they obtain,
prepare or analyze additional information about facts and circumstances that existed at the enactment date that, if known, would have
affected the amounts that were initially reported as provisional amounts. The Company recorded a non-cash tax benefit of ($81) to
revalue its U.S. federal deferred tax balances due to the reduction in the U.S. federal corporate income tax rate to 21% from 35%. Other
than
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

the reduction of the federal corporate rate, the Company will not have any material impact of the Tax Act on periods after December
31,2017.

Income tax (benefit) expense for the fiscal year ended December 31, 2017 consisted of the following:

Current  
Canadian $ 2,056
Foreign (U.S.) 102

Total current (benefit) provision 2,158

Deferred  
Canadian (335)
Foreign (U.S.) 154

Total deferred provision (benefit) (181)

Total (benefit) provision for income taxes $ 1,977

The reconciliation between the actual benefit for income taxes and the provision for income taxes at the Canadian statutory rate of 27%
for the period ended December 31, 2017 is as follows:

Income tax expense at Canadian statutory rate 27.00 %  
Effect of US tax reform -1.03  %  
Tax Credits -3.81 %  
Uncertain tax benefits 2.35 %  
Other 0.56 %  
Total tax expense 25.07 %  

At December 31, 2017, the net deferred tax liability was $1,492.

As of December 31, 2017, the net deferred tax liability is predominately comprised of deferred tax liabilities related to intangibles and
fixed assets.

During the fiscal year ended December 31, 2017, the Company determined if there was a need for a valuation allowance on its deferred
tax assets, including an evaluation of consumption of net operating loss (“NOL”) carryforwards, and concluded that it was more likely
than not that the net deferred tax asset would be utilized. There is a section 382 limited NOL of $79 that is recorded on the U.S.
company for which the limitation is minimal and it is not expected to be utilized. The Company recorded a valuation allowance of $79
gross, and $17 tax effected against that limited NOL.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2017
(in thousands, except share and per share data)

As of December 31, 2017, tax years 2014 through 2017 generally remain open and subject to examination by the Internal Revenue
Service and state taxing authorities. Tax years 2010 through 2017 remain open and subject to examination by the Canadian Revenue
Agency.

13. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 28, 2019, the date on which these consolidated financial statements
were available to be issued.

In April 2018, 200,000 options under the Company’s ESOP program were canceled as a result of an employee termination.

In July 2018, one of the Company’s U.S. customers issued a demand letter requesting payment for costs incurred as a result of a failed
inspection. The settlement offer of $666 is comprised of a 50% cash payment and 50% for future services to be provided. The matter
has not been resolved as of the date of these financial statements.

On December 13, 2018, the shareholders of Onstream Holdings Inc. entered into a Share Purchase Agreement, whereby 100% of each
class of shares outstanding were acquired by 2159562 Alberta Ltd. and Mistras Group, Inc. for cash proceeds of $189,888. Transaction
expenses totaling $5,569 were incurred by the Company to complete the transaction. Immediately after closing, revolving term loan
totaling $41,836 and related party debt totaling $15,778 were paid in full. All of the employee stock options outstanding vested
immediately prior to the transaction and were exercised and paid out in cash totaling $2,261.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
As of September 30, 2018 and December 31, 2017
(unaudited in thousands, except per share data)

  2018  2017
ASSETS     

Current assets     
Cash and cash equivalents  $ 465  $ —
Accounts receivable  7,703  7,025
Prepaid expenses  228  264

Total current assets  8,396  7,289

Property and equipment, net  8,120  4,465
Intangible assets, net  20,548  23,527
Goodwill  40,471  40,471

Total assets  $ 77,535  $ 75,752

LIABILITIES AND STOCKHOLDERS' EQUITY     

Current liabilities     
Accounts payable and accrued liabilities  $ 2,896  $ 1,710
Income taxes payable  116  1,652
Dividend payable  —  526
Current portion of revolving term loan  2,250  2,250

Total current liabilities  5,262  6,138

Deferred rent  158  —
Deferred tax liability  1,141  1,492
Related party debt  15,426  14,170
Long-term portion of revolving term loan  39,358  41,954
Other long-term liabilities  377  377

Total liabilities  61,722  64,131

Stockholders' equity     
Common stock par value $0, unlimited authorized, 13,461 Series A shares,
 5,769 Series B shares 770 Series C shares issued and outstanding  —  —
Class D preferred stock, par value $1, unlimited authorized 6,000 shares
 issued and outstanding  6,000  6,000
Additional paid in capital  532  92
Retained earnings  9,427  5,706
Accumulated other comprehensive loss  (146)  (177)

Total stockholders' equity  15,813  11,621

Total liabilities and stockholders' equity  $ 77,535  $ 75,752

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations and Comprehensive Income
For the nine months ended September 30, 2018 and 2017
(unaudited in thousands)

  2018  2017

Revenue  $ 28,467  $ 26,387
Cost of revenue  9,982  7,631

Gross profit  18,485  18,756

Selling, general and administrative  6,645  5,226
Depreciation and amortization  3,979  4,179
Development costs  161  152

Income from operations  7,700  9,199

Interest expense  2,627  2,262
Other expense  123  59

Income before income taxes  4,950  6,878

Provision for income taxes  1,229  1,554

Net income  3,721  5,324

Other comprehensive income (loss):     
Foreign currency translation adjustment  31  (196)

Comprehensive income  $ 3,752  $ 5,128

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Changes in Stockholders’ Equity
For the nine months ended September 30, 2018 and 2017
(unaudited in thousands)

                      Accumulated   

  Series A Common Stock  Series B Common Stock  Series C Common Stock  
Series D Preferred

Stock  Additional    Other  Total

  Number of    Number of    Number of    
Number

of    Paid-in  Retained  Comprehensive  Stockholders'

  Shares  Amount  Shares  Amount  Shares  Amount  Shares  Amount  Capital  Earnings  Income (Loss)  Equity

                         
Balance at
December 31, 2017  13,461  $ —  5,769  $ —  770  $ —  6,000  $ 6,000  $ 92  $ 5,706  $ (177)  $ 11,621

Stock based
compensation  —  —  —  —  —  —  —  —  440  —  —  440

Net income  —  —  —  —  —  —  —  —  —  3,721  —  3,721
Foreign currency
translation  —  —  —  —  —  —  —  —  —  —  31  31

Balance at
September 30, 2018  13,461  $ —  5,769  $ —  770  $ —  6,000  $ 6,000  $ 532  $ 9,427  $ (146)  $ 15,813

                      Accumulated   

  Series A Common Stock  Series B Common Stock  Series C Common Stock  
Series D Preferred

Stock  Additional    Other  Total

  Number of    Number of    Number of    
Number

of    Paid-in  Retained  Comprehensive  Stockholders'

  Shares  Amount  Shares  Amount  Shares  Amount  Shares  Amount  Capital  Earnings  Income (Loss)  Equity

                         
Balance at
December 31, 2016  13,461  $ 13,461  5,769  $ 5,769  770  $ 770  6,000  $ 6,000  $ 16  $ 880  $ 1  $ 26,897

Stock based
compensation  —  —  —  —  —  —  —  —  33  —  —  33

Net income  —  —  —  —  —  —  —  —  —  5,324  —  5,324

Dividends declared  —  —  —  —  —  —  —  —  —  (560)  —  (560)
Foreign currency
translation  —  —  —  —  —  —  —  —  —  —  (196)  (196)

Balance at
September 30, 2017  13,461  $ 13,461  5,769  $ 5,769  770  $ 770  6,000  $ 6,000  $ 49  $ 5,644  $ (195)  $ 31,498

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
For the nine months ended September 30, 2018 and 2017
(unaudited in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES  2018  2017
Net income  $ 3,721  $ 5,324
Adjustments to reconcile net income to net cash provided by operating activities     

Depreciation and amortization  3,979  4,179
Gain on sale of equipment  (4)  —
Amortization of capitalized financing costs  91  54
Deferred income taxes  33  (546)
Accrued interest on related party debt  1,256  (443)
Stock based compensation expense  440  33
Changes in operating assets and liabilities     

Accounts receivable  (656)  (1,981)
Prepaid expenses  38  (20)
Accounts payable and accrued liabilities  1,180  1,222
Deferred rent  157  —
Income taxes payable  (1,921)  1,502

Net cash provided by operating activities  8,314  9,324

CASH FLOWS FROM INVESTING ACTIVITIES     
Purchase of property and equipment  (4,656)  (1,909)
Proceeds from the sale of property and equipment  4  —

Net cash used in investing activities  (4,652)  (1,909)

CASH FLOWS FROM FINANCING ACTIVITIES     
Repayment of borrowings on revolving term loan  (2,687)  (4,312)
Payment of dividends  (526)  (560)

Net cash used in financing activities  (3,213)  (4,872)

Effect of exchange rate changes on cash and cash equivalents  16  (90)

Net change in cash and cash equivalents  465  2,453

Cash and cash equivalents     
Beginning of period  —  388

End of period  $ 465  $ 2,841

Supplemental disclosure of cash paid     
Interest  $ 1,362  $ 2,698

Income taxes  $ 1,400  $ 639

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

- 6 -



ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

1. DESCRIPTION OF BUSINESS AND ORGANIZATION

Onstream Holdings Inc. (“Onstream” or the “Company”), was incorporated on September 23, 2015 and holds 100% of the outstanding
shares of Onstream Pipeline Inspection Services Inc. (“Onstream Services”). Onstream is based in Calgary, Alberta and provides
pipeline inspection services to the oil & gas industry in Canada and the United States. Onstream Services commenced commercial
operations on November 25, 2015 upon the acquisition of Onstream Pipeline Inspection Inc.

2. BASIS OF PRESENTATION

Basis of Presentation

These unaudited condensed consolidated financial statements of the Company have been prepared by management in accordance with
U.S. GAAP. The accounting policies applied are consistent with those outlined in the Company’s annual audited financial statements
for the year ended December 31, 2017, except as described in Note 3, Accounting Changes. Capitalized and abbreviated terms that are
used but not otherwise defined herein are identified in the 2017 audited consolidated financial statements.

These unaudited condensed consolidated financial statements reflect adjustments, all of which are normal recurring adjustments that
are, in the opinion of management, necessary to reflect the financial position and results of operations for the respective periods. These
condensed consolidated financial statements do not include all disclosures required in the annual financial statements and should be
read in conjunction with the 2017 audited consolidated financial statements.

Use of Estimates

The preparation of consolidated financial statements in conformity with US GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenue and expenses and disclosure of contingent assets and
liabilities at the date of financial statements. The Company bases its estimates and assumptions on historical experience, known or
expected trends and various other assumptions that it believes to be reasonable. As future events and their effects cannot be determined
with precision, actual results could differ significantly from these estimates, which may cause the Company’s future results to be
significantly affected. The accounts and transactions that require the use of estimates includes: deferred taxes, long lived assets,
goodwill, stock based compensation expense, depreciation expense, and amortization expense.

Recent Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02 “Leases (Topic 842)” (“ASU 2016-02”), which is effective for public entities for
annual and interim periods beginning after December 15, 2018. ASU 2016-02 requires an entity to recognize a right-of-use asset and a
lease liability for long-term leases. The liability will be equal to the present value of lease payments. We are in the process of
evaluating the effect that ASU 2016-02 will have on our consolidated financial statements and related disclosures.

In August 2016, the FASB issued ASU No. 2016-15 “Statements of Cash Flows (Topic 230): Classification of Certain Cash Receipts
and Cash Payments” (“ASU 2016-15”) which is effective for the annual and interim periods beginning after December 15, 2018. ASU
2016-15 is intended to reduce diversity in practice in how certain cash receipts and cash payments are presented and classified in the
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

statement of cash flows. We are in the process of evaluating the effect that ASU 2016-15 will have on our consolidated financial
statements and related disclosures.

3. ACCOUNTING CHANGES

Revenue

The majority of the Company's revenues are derived from providing services on a time and material basis and are short term in nature.
The Company accounts for revenue in accordance with ASC Topic 606, Revenue from Contracts with Customers, which was adopted
on January 1, 2018, using the cumulative catch-up transition method. The adoption of ASC Topic 606 did not impact the Company's
unaudited condensed consolidated financial statements.

Performance Obligations

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer, and is the unit of account in
ASC Topic 606. A contract’s transaction price is allocated to each distinct performance obligation and recognized as revenue when, or
as, the performance obligation is satisfied. The majority of our contracts have a single performance obligation. The Company
inspection services to its customers.

Contract modifications are not routine in the performance of our contracts. Generally, when contracts are modified, the modification is
to account for changes in scope to the services that are provided. In most instances, contract modifications are for services that are
distinct, and, therefore, are accounted for as a separate contract.

Our performance obligations are satisfied over time as work progresses or at a point in time. The majority of our revenue recognized
over time as work progresses is related to our service deliverables, which includes providing inspection services to our customers.
Revenue is recognized over time based on time and material incurred to date which best portrays the transfer of control to the customer.
Fixed fee arrangements are determined based on expected labor, material, and overhead to be consumed on fulfillment of such services.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

Contract Estimates

The majority of our revenues are short-term in nature. The Company has many Master Service Agreements (MSAs) that specify an
overall framework and terms of contract when the Company and customers agree upon services to be provided. The actual contracting
to provide services are triggered by a work order, purchase order, or some similar document issued pursuant to a MSA which sets forth
the scope of services and/or identifies the products to be provided.

The Company does not enter into long-term contracts.

Revenue by Category

The following table presents our disaggregated revenues by geographic region:

Nine Months ended   
September 30, 2018  Total
Canada  $ 25,844
US  $ 2,623
Total  $ 28,467

4. PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of September 30, 2018 and December 31, 2017:

 2018  2017
Inspection equipment $ 6,940  $ 4,580
Automotive equipment 3,949  2,183
Computer and office equipment 1,055  592
 11,944  7,355
    

Less: accumulated depreciation (3,824)  (2,890)
    

Property and equipment, net $ 8,120  $ 4,465

Depreciation expense for the nine months ended September 30, 2018 and 2017 was $1,001 and $1,201, respectively.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

5. INTANGIBLE ASSETS

Intangible assets consist of the following as of September 30, 2018 and December 31, 2017:

 2018  2017

Customer relationships $ 20,000  $ 20,000
Intellectual property 7,800  7,800
Trade name 4,000  4,000

 31,800  31,800

Less: accumulated depreciation (11,252)  (8,273)

Intangible assets, net $ 20,548  $ 23,527

Total intangible amortization expense for the nine months ended September 30, 2018 and 2017 was $2,978 for both periods.

The estimated amortization expense for the next five fiscal years is as follows:

2018 $ 993
2019 3,971
2020 3,971
2021 3,971
2022 3,642

  

Total $ 16,548

6. RELATED PARTY DEBT

In November 2015, the Company obtained financing from a shareholder of the Company at that time through a $14,000 unsecured,
subordinated debt that bears interest at 12.0%. Interest is accrued annually on the anniversary date with interest on overdue interest.
There are no required principal repayments until maturity. The debenture matures in May 2020. During the nine months ended
September 30, 2018 and 2017, the Company recognized interest of $1,257 and $1,386, respectively. Accrued interest totaling $0 and
$1,831 was paid during the nine month ended September 30, 2018 and 2017, respectively. Accrued interest at September 30, 2018 and
December 31, 2017 totaled $1,427 and $170, respectively.

7. REVOLVING TERM LOAN

Since November 2015, the Company has available a $5,000 revolving operating line of credit which is increased on a dollar for dollar
basis based on permitted distributions, as defined in the lending agreement, up to a maximum of $7,500. At September 30, 2018 and
December 31, 2017, the available amount under the revolving operating line of credit was $5,924 for both periods. $2,000 was drawn
on the revolving operating line of credit during June 2018 and repaid in July 2018.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

On December 22, 2017, the Company completed an amendment to an existing credit agreement (the “Amendment”). The Amendment
increased the amount available on the four year reducing, revolving term loan to $45,000. The Amendment also reduced the interest
rates, standby fees, and covenants as discussed below. The term of the credit agreement did not change.

The loans bear interest at the lenders prime rate, US base rate advances, LIBOR or bankers acceptances rates plus a margin that ranges
from 0.6% to 3.1% and 1% to 3.5% during the nine months ended September 30, 2018 and 2017, respectively). The margin is adjusted
based on the total funded debt to adjusted earnings before interest, taxes, depreciation and amortization (“adjusted EBITDA”)
computed under generally accepted accounting standards for private enterprises in Canada (“ASPE”). The Company historically
prepared financial statements under ASPE and there are no significant differences in the calculation of adjusted EBITDA between
ASPE and US GAAP. A standby fee ranging from 0.3% to 0.6% and 0.4% to 0.7% during the nine months ended September 30, 2018
and 2017, respectively, is charged on amounts undrawn.

At September 30, 2018 and December 31, 2017, the other long-term debt was comprised of the following:

 2018  2017
    

Principal on revolving term loan $ 41,750  $ 44,438
Less: unamortized debt issuance costs (142)  (234)
 41,608  44,204

Less: current portion (2,250)  (2,250)

Long-term portion of revolving term loan $ 39,358  $ 41,954

The costs associated with obtaining the facility have been presented net of the term loan and are being amortized into finance costs
using the effective interest method over the term of the loan.

The revolving term loan matures on November 25, 2019 with any amounts drawn due and payable on the maturity date.

In addition to the scheduled annual principal repayments, the Company is required to make annual principal payments of excess annual
cash flow. Excess cash flow is defined in the lending agreement and in substance is calculated under ASPE as adjusted EBITDA less
permitted amounts such as cash taxes, certain capital expenditures, interest expense and scheduled debt repayments. If the ratio of total
funded debt to adjusted EBITDA at year end exceeds 2.25:1 the excess cash flow sweep is reduced by 50%.

- 11 -



ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

The Company is required to comply with several financial and non-financial covenants under the term of the lending agreement. The
total funded debt to adjusted EBITDA under ASPE is measured quarterly. The remaining covenants are as follows:

Through December 30, 2018 4.00:1
December 31, 2018 to June 29, 2019 3.75:1
June 30, 2019 and thereafter 3.25:1

In addition, the quarterly fixed charge ratio under ASPE must not be less than 1.15:1.

The Company was in compliance with the financial covenants at September 30, 2018 and December 31, 2017.

The loans are secured by all of the assets of the Company and parental guarantees.

8. RELATED PARTY TRANSACTIONS

In addition to the related party debt, the financial statements include $202 and $196 of rent paid during the nine months ended
September 30, 2018 and 2017, respectively, to a company in which key individuals of the Company are shareholders.

9. DEFINED CONTRIBUTION PLANS

The Company has a 401(k) plan for eligible employees in the United States. Employees may contribute up to 90 percent of their
compensation subject to certain limits based on U.S. federal tax laws. The Company makes matching contributons equal to 100 percent
of the first 4 percent of an employee’s compensation contributed to the plan. Matching contributions vest to the employee over a three-
year period. The Company may also decide to make nonelective contributions. The nonelective contributions vest to the employee
equally over a six-year period.

The Company also has a registered retirement savings plan (“RRSP”) for eligible employees in Canada. Employees may contribute up
to 3 (or 5, if employee has over 3 years of service) percent of their compensation subject to certain limits based on Canadian tax laws.
The Company makes matching contributons equal to 100 percent of the first 3 (or 5, if employee has over 3 years of service) percent of
an employee’s compensation contributed to the plan. These contributions vest immediately to employees.

Employer contributions to the plans totaled $204 and $162 during the nine months ended September 30, 2018 and 2017, respectively.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

10. STOCKHOLDER’S EQUITY

The Company’s authorized capital stock consists of an unlimited number of Class A, B, and C common shares, an unlimited number of
class D preferred shares, and up to 5 million Class P 2015 and up to 10 million Class P 2016 preferred shares.

Class A and B common shares are entitled to vote and dividends are at the discretion of the Company. Class C common shares are not
entitled to vote and can be converted to class A common shares at the option of the Company. Class D preferred shares are not entitled
to vote and have cumulative preferential dividends, if and when declared by the Company, at a rate of 8.76%. Dividends can be paid in
cash or additional class D preferred shares at the option of the Company. In addition, class D preferred shares are redeemable at the
Company’s option. During the nine months ended September 30, 2018 and 2017, the Company declared dividends of $0 and $560,
respectively. At September 30, 2018, there were no dividends payable. At December 31, 2017, dividends of $526 were payable and
subsequently, paid during the nine months ended September 30, 2018.

11. EMPLOYEE STOCK OPTION PLAN

The Company created an Employee Stock Option Plan (“ESOP”) as incentive to recruit and retain key management positions. The
ESOP entitles the option holder the right to acquire Class C common shares. Grants under the plan are issued based on the fair market
value of the shares as of the date of the grant as determined by the Board of Directors. The options granted vest evenly over a five-year
period on each anniversary date of the grant with an expiry date of ten years from the date of the grant.

The compensation expense that has been recognized in selling, general and administrative expense for the nine months ended
September 30, 2018 and 2017 was $440 and $33, respectively. The corresponding amount has been recognized in additional paid in
capital. Expected volatility is estimated by considering historic average share price volatility.

The fair value of the employee options and the computation of stock compensation expense are measured using the Black-Scholes
option pricing model.

The Company has reserved 1,000,000 class C common shares as at September 30, 2018 and December 31, 2017 for issuance under the
ESOP for employees. The maximum number of options permitted to be outstanding at any point in time is limited to 5% of the
common shares then outstanding.

In April 2018, 200,000 options under the Company’s ESOP program were cancelled as a result of an employee termination.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

The following table provides a summary of the status of the Company’s stock option plan and changes during the nine months ended
September 30:

 
Number of

Options  

Weighted
Average Exercise

Price  

Weighted Average
Remaining Life (in

Years)

Outstanding, December 31, 2017 600,000  $ 0.29   
Granted —  —   
Exercised —  —   
Forfeited (200,000)  —   

Outstanding, September 30, 2018 400,000  $ 0.44  8.21

      

Exercisable, September 30, 2018 120,000  $ —  7.87

Additional information regarding stock options outstanding as of September 30, 2018 is as follows:

Exercise Price  
Number

Outstanding  

Weighted Average
Remaining

 Contractual Life
 (in years)  

Weighted Average
Exercise Price

Per Share

$ 0.00  300,000  7.87  $ 0.00

$ 1.75  100,000  9.23  $ 1.75

Total  400,000  8.21  $ 0.44

The Company recorded compensation expense related to stock options of $440 and $33 for the nine months ended September 30, 2018
and 2017, respectively.

Unrecognized compensation costs related to all non-vested stock-based compensation awards granted was $491 and $931 as of
September 30, 2018 and December 31, 2017, respectively. As of September 30, 2018, this cost was to be expected to be recognized
over a weighted-average remaining period of 3.1 years for stock options. As of September 30, 2018 and December 31, 2017, the total
fair value of shares vested was $210 and $175, respectively.
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

12. COMMITMENTS AND CONTINGENCIES

The Company has various operating leases for its offices in Canada and the United States which expire at various times through
January 2029. Future minimum rent commitments as of September 30, 2018 are as follows:

2018 $ 138
2019 1,429
2020 1,388
2021 1,407
2022 1,995
2023 5,441

  

Total value of future minimum lease payments $ 11,798

Rent expense was approximately $657 and $466 for the nine months ended September 30, 2018 and 2017, respectively.

In July 2018, one of the Company’s U.S. customers issued a demand letter requesting payment for costs incurred as a result of a failed
inspection of approximately $500 USD. As the outcome of this matter has not been resolved and the final financial statement impact is
uncertain, no amount has been accrued in these condensed consolidated financial statements.

13. INCOME TAXES

The Company’s provision for income taxes in interim periods is computed by applying an estimated annual effective tax rate against
income before taxes for the period in addition to recording any tax effects of discrete items for the nine months ended September 30,
2018. For interim reporting purposes, the Company has not recorded any discrete items years for the nine months ended September 30,
2018. The provision for income taxes was $1,230 and $1,554 for the nine months ended September 30, 2018 and 2017, respectively,
which is different from applying the statutory rate of 27% to pretax book income due to permanent adjustments and various tax credits
in Canada.

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act
(“Tax Act”). The Tax Act makes broad and complex changes to the U.S. tax code, most of which were effective for tax years beginning
after December 31, 2017. ASC 740 requires companies to recognize the effects of tax law changes in the period of enactment, which
for the Company is the fourth quarter of 2017, even though the effective date of most provisions of TCJA is January 1, 2018. Staff
Accounting Bulletin 118 (“SAB 118”) allows a company to recognize provisional amounts when it does not have the necessary
information available, prepared or analyzed, including computations, in reasonable detail to complete its accounting for the change in
tax law. The measurement period ends when a company has obtained, prepared and analyzed the information necessary to finalize its
accounting, but cannot extend beyond one year. The Company has not completed the accounting for the income tax effects of the Tax
Act and the amounts recorded under SAB 118 remain provisional. The
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ONSTREAM HOLDINGS INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
September 30, 2018
(unaudited in thousands, except share and per share data)

Company will complete the accounting for the income tax effects of the Tax Act during the quarter ending December 31, 2018. Other
than the reduction of the federal corporate rate, the Company does not expect any material impact of the Tax Act on periods after
December 31, 2017.

14. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 28, 2019, the date on which these unaudited condensed consolidated
financial statements were available to be issued.

On December 13, 2018, the shareholders of Onstream Holdings Inc. entered into a Share Purchase Agreement whereby 100% of each
class of shares outstanding were acquired by 2159562 Alberta Ltd. and Mistras Group, Inc. for cash proceeds of $189,888. Transaction
expenses totaling $5,569 were incurred by the Company to complete the transaction. Immediately after closing, bank debt totaling
$41,836 and related party debt totaling $15,778 were paid in full. All of the employee stock options outstanding vested immediately
prior to the transaction and were exercised and paid out in cash totaling $2,261.
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Exhibit 99.3
Mistras Group, Inc.

UNAUDITED PRO FORMA FINANCIAL INFORMATION

On December 13, 2018, Mistras Group, Inc. ("Mistras" or "the Company") completed the acquisition (the "Acquisition") of all of the equity interests of
Onstream Holdings, Inc. (“Onstream”), the 100% parent company of Onstream Pipeline Inspection Services Inc. Prior to the execution of the Acquisition
Agreement, there were no material relationships between Mistras and Onstream or its shareholders.

The closing consideration for the acquired equity interests consisted of $188.9 million CAD ($143.1 million USD as of the acquisition date of December 13,
2018), exclusive of cash acquired or working capital adjustments yet to be finalized. The purchase price was comprised of cash borrowed from the Company's
Fifth Amended and Restated Credit Agreement ("Credit Agreement") dated as of December 13, 2018. The Credit Agreement is incorporated by reference to
our Current Report on Form 8-K filed on December 13, 2018.
 
Because the selected unaudited pro forma condensed combined financial information is based upon Onstream's operating results during the period when
Onstream was not under the control, influence or management of Mistras, the information presented may not be indicative of the results for the year ended
December 31, 2017 or the nine months ended September 30, 2018 that would have actually occurred had the transaction been completed on January 1, 2017,
nor is it necessarily indicative of our future operating results of the combined entity.

Onstream historical financial statements were prepared in accordance with U.S. Generally Accepted Accounting Principles ("US GAAP") and presented in
Canadian dollars. For purposes of preparing the unaudited pro forma condensed combined financial statements, Onstream's historical consolidated statement
of operations for the year ended December 31, 2017 was translated from Canadian dollars ("CAD") into U.S. dollars ("USD") at an average rate for the period
of 1.2980 CAD : 1.0 USD. Onstream's historical condensed consolidated statement of operations for the nine months ended September 30, 2018 was
translated from CAD into USD at an average rate for the period of 1.2873 CAD : 1.0 USD, and Onstream's historical consolidated balance sheet as of
September 30, 2018 was translated from CAD into USD at the closing rate on September 30, 2018 of 1.2902 CAD : 1.0 USD.

The unaudited pro forma condensed combined financial information is based on certain assumptions and adjustments described in the notes to such pro forma
information, which are preliminary and have been made solely for the purposes of developing such pro forma statements. While some reclassifications of
prior periods have been included in the unaudited pro forma combined financial statements, further reclassifications may be necessary.

The unaudited pro forma condensed combined financial information was prepared using the acquisition method of accounting in accordance with Accounting
Standards Codification (“ASC”) Topic 805, with Mistras treated as the acquiring entity. Accordingly, consideration paid by Mistras related to the acquisition
of Onstream will be allocated to Onstream’s respective assets and liabilities, based on their estimated values as of the date of completion of their acquisition.
The allocation is dependent upon certain valuations and other studies by Mistras management that have not been finalized. A final determination of the fair
value of Onstream’s respective assets and liabilities will be based on the actual net tangible and intangible assets of Onstream that exist as of the date of
completion of their acquisition. Accordingly, the pro forma purchase price adjustments are preliminary and subject to further adjustment as additional
information becomes available upon completion of the determinations described above. Increases or decreases in the fair value of relevant balance sheet
amounts will result in adjustments to the balance sheet and/or statements of operations. There can be no assurance that the final determination will not result
in material changes from these preliminary amounts.

The unaudited pro forma condensed combined financial information should be read in conjunction with the audited historical consolidated financial
statements and accompanying disclosures contained in Mistras' December 31, 2017 consolidated financial statements and notes thereto included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017 and the unaudited Quarterly Report on Form 10-Q as of and for the nine
months ended September 30, 2018.

The unaudited pro forma condensed combined financial information should also be read in conjunction with the audited historical consolidated financial
statements and accompanying disclosures contained in Onstream's December 31, 2017 consolidated financial statements as well as the unaudited historical
financial statements and accompanying disclosures as of and for the nine months ended September 30, 2018 within this Form 8-K/A.



Mistras Group, Inc. and Subsidiaries
Unaudited Condensed Combined Statement of Income

For the Year Ended December 31, 2017 (in thousands, except per share data)
 

 
Mistras  Onstream  Pro Forma  Pro Forma

 
Historical  Historical  Adjustments  Combined

        

Revenue $ 700,970  $ 26,851  $ —  $ 727,821
Cost of revenue 492,238  8,193  —  500,431
Depreciation 21,020  —  —  21,020

Gross profit 187,712  18,658  —  206,370
Selling, general and administrative expenses 153,025  5,747  —  158,772
Impairment charges 15,810  —  —  15,810
Research and engineering 2,272  159  —  2,431
Depreciation and amortization 10,363  4,331  2,355 (f) 17,049
Acquisition-related expense (benefit), net 482  —  —  482
Litigation charges 1,600  —  —  1,600

Income (loss) from operations 4,160  8,421  (2,355)  10,226
Interest expense 4,386  2,343  4,094 (g) 10,823

(Loss) income before provision (benefit) for income taxes (226)  6,078  (6,449)  (597)
Provision (benefit) for income taxes 1,942  1,523  (2,022) (h) 1,443

Net (loss) income (2,168)  4,555  (4,427)  (2,040)
Less: net income attributable to non-controlling interests, net of taxes 7  —  —  7

Net (loss) income attributable to Mistras Group, Inc. $ (2,175)  $ 4,555  $ (4,427)  $ (2,047)

Loss per common share:        
Basic $ (0.08)  $ —  $ —  $ (0.07)
Diluted $ (0.08)  $ —  $ —  $ (0.07)

Weighted average common shares outstanding:        
Basic 28,422  —  —  28,422
Diluted 28,422  —  —  28,422



Mistras Group, Inc. and Subsidiaries
Unaudited Pro Forma Condensed Combined Balanced Sheet

September 30, 2018 (in thousands)

  Mistras  Onstream  Pro Forma  Pro Forma

  Historical  Historical  Adjustments  Combined

ASSETS  
 

 
 

    
Current Assets  

 

 
 

    
Cash and cash equivalents  $ 17,073  $ 360  $ —  $ 17,433
Accounts receivable, net  155,615  5,970  —  161,585
Inventories  11,133  —  —  11,133
Prepaid expenses and other current assets  15,613  177  —  15,790

Total current assets  199,434  6,507  —  205,941
Property, plant and equipment, net  86,410  6,294  1,797 (b) 94,501
Intangible assets, net  56,515  15,926  45,312 (b) 117,753
Goodwill  199,625  31,368  53,503 (a) 284,496
Deferred income taxes  1,534  —  —  1,534
Other assets  4,630  —  140 (c) 4,770

Total Assets  $ 548,148  $ 60,095  $ 100,752  $ 708,995
  

 

 
 

 
 

 
 

LIABILITIES AND EQUITY  
 

 
 

 
 

 
 

Current Liabilities         
Accounts payable  $ 12,937  $ 2,244  $ —  15,181
Accrued expenses and other current liabilities  73,425  —  —  73,425
Current portion of long-term debt  2,225  1,744  3,256 (d) 7,225
Current portion of capital lease obligations  5,085  —  —  5,085
Income taxes payable  1,536  90  —  1,626

Total current liabilities  95,208  4,078  3,256  102,542
Long-term debt, net of current portion  147,926  42,462  99,714 (d) 290,102
Obligations under capital leases, net of current portion  8,426  —  —  8,426
Deferred income taxes  11,827  884  12,001 (c) 24,712
Other long-term liabilities  6,482  415  —  6,897

Total Liabilities  269,869  47,839  114,971  432,679
  

 

 
 

 
 

 
 

Commitments and contingencies         
         

Equity         
Preferred stock  —  4,650  (4,650) (e) —
Common stock  284  —  —  284
Additional paid-in capital  226,054  412  (412) (e) 226,054
Retained earnings  72,614  7,307  (9,270) (e) 70,651
Accumulated other comprehensive loss  (20,856)  (113)  113 (e) (20,856)

Total Mistras Group, Inc. stockholders’ equity  278,096  12,256  (14,219)  276,133
Non-controlling interests  183  —  —  183
Total Equity  278,279  12,256  (14,219)  276,316

Total Liabilities and Equity  $ 548,148  $ 60,095  $ 100,752  $ 708,995



Mistras Group, Inc. and Subsidiaries
Unaudited Condensed Combined Statement of Income

For the Nine Months Ended September 30, 2018 (in thousands, except per share data)
 

 
Mistras  Onstream  Pro Forma  Pro Forma

 
Historical  Historical  Adjustments  Combined

        

Revenue $ 561,592  $ 22,114  $ —  $ 583,706
Cost of revenue 389,131  7,754  —  396,885
Depreciation 16,902  —  —  16,902

Gross profit 155,559  14,360  —  169,919
Selling, general and administrative expenses 122,232  5,258  —  127,490
Pension withdrawal expense 5,886  —  —  5,886
Gain on sale of subsidiary (2,384)  —  —  (2,384)
Research and engineering 2,414  125  —  2,539
Depreciation and amortization 8,834  3,091  1,965 (f) 13,890
Acquisition-related expense (benefit), net (1,143)  —  —  (1,143)

Income (loss) from operations 19,720  5,886  (1,965)  23,641
Interest expense 5,581  2,041  2,827 (g) 10,449

Income (loss) before provision (benefit) for income taxes 14,139  3,845  (4,792)  13,192
Provision (benefit) for income taxes 6,229  955  (1,247) (h) 5,937

Net income (loss) 7,910  2,890  (3,545)  7,255
Less: net income attributable to non-controlling interests, net
of taxes 13  —  —  13

Net income (loss) attributable to Mistras Group, Inc. $ 7,897  $ 2,890  $ (3,545)  $ 7,242

Earnings (loss) per common share:        
Basic $ 0.28  $ —  $ —  $ 0.26
Diluted $ 0.27  $ —  $ —  $ 0.25

Weighted average common shares outstanding:        
Basic 28,360  —  —  28,360
Diluted 29,447  —  —  29,447



Mistras Group, Inc.

Notes to Unaudited Pro Forma Condensed Combined Financial Statements

1. Basis of Presentation

The unaudited pro forma condensed combined financial statements of Mistras are based on the historical consolidated financial statements of Mistras and
Onstream, and have been prepared to illustrate the effect of Mistras' acquisition of Onstream. The unaudited pro forma condensed combined financial
information has been prepared using the acquisition method of accounting in accordance with Accounting Standards Codification ("ASC") Topic 805. The
unaudited pro forma condensed combined statements of operations is presented as though the acquisition occurred on January 1, 2017. The unaudited pro
forma condensed combined balance sheet is presented as though the acquisition occurred on September 30, 2018.

2. Pro Forma Adjustments Related to the Acquisition

The following adjustments were applied to the historical consolidated financial statements of Mistras and Onstream to arrive at the unaudited pro forma
condensed combined financial statements.

(a) - To record goodwill created by the acquisition. The total consideration transferred, and the allocation of the consideration transferred to recognized assets
and liabilities are summarized as follows:

Fair value of the total consideration transferred is $143.1 million as of December 13, 2018, which is based on an exchange rate from Canadian dollars
("CAD") into U.S. dollars ("USD") of 1.3266 CAD : 1.0 USD.

Allocated to:

Preliminary allocation of purchase price  
Amount (in
thousands)

Current assets  $ 9,381
Property and equipment  7,868
Other assets  136
Goodwill  82,542
Technology  53,652
Customer Relationships  3,594
Tradenames  1,705
Non-compete agreements  607
Liabilities assumed, including deferred tax liabilities  (16,346)
Total  $ 143,139

(b) - To reflect the step-up in property, plant and equipment values to acquisition-date fair value based on appraisals performed
and to record separately the acquisition-date fair value of identified intangibles.

(c) - To reflect estimated net deferred income tax liabilities and other income tax related items arising from the acquisition.

(d) - To reflect the fair value of the debt issued to finance the transaction.

(e) - To reflect the elimination of the shareholders' equity accounts of Onstream.

(f) - To reflect the increase in depreciation and amortization expense due to (1) the amortization of identifiable intangibles with a definitive life using the
straight-line method over a weighted average useful life of 12.6 years, and (2) increase in depreciation resulting from the step-up of property, plant and
equipment depreciated on a straight-line basis over their useful life of 5 years.
   
(g) - To reflect the increase in interest expense resulting from the issuance of debt to finance the consideration exchanged. The interest rate on the new debt of
$143.1 million is assumed to be 4.4%, which is the interest rate as of December 31, 2018. A change in 1/8% in the interest rate would result in a annual
change in interest expense and net income of $0.2 million.



(h) - To reflect the income tax effect of the increased interest and depreciation expense at an effective tax rate of 31% as of December 31, 2017 and 26% as of
September 30, 2018.
 


