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Item 1.01 Entry into a Material Definitive Agreement.
On August 22, 2018, One Stop Systems, Inc., a Delaware corporation (the “Company”), entered into an Agreement and Plan of Merger
and Reorganization (the “Merger Agreement”) with Concept Development, Inc., a California corporation (“CDI”) and CDI’s sole
shareholder (the “Sole Shareholder”)(collectively, the “Parties”).
Pursuant to the terms of the Merger Agreement, and subject to the satisfaction or waiver of the conditions set forth in the Merger
Agreement, a newly created California corporation that is wholly-owned by the Company (“Merger Sub 1”) will be merged with and
into CDI with CDI surviving the first merger (the “Surviving Corporation”) and, immediately following the effectiveness of said first
merger and as part of a single overall transaction, the Surviving Corporation shall be merged with and into a newly created California
limited liability company that is wholly-owned by the Company (“Merger Sub 2”) with Merger Sub 2 surviving the second merger
(collectively, the “Merger”).
Effective upon the consummation of the Merger (the “Closing”), as consideration for the Merger Agreement, the Company shall deliver
to CDI, the Sole Shareholder, or such other person as may be specified in the Merger Agreement: (i) a cash purchase price of $667,000
(less distributions), subject to post-closing adjustment (the “Cash Purchase Price”), and (ii) duly authorized, newly and validly issued,
fully paid and nonassessable shares of restricted common stock of the Company with a value of $4,927,000 (the “Share Purchase Price,”
and together with the “Cash Purchase Price,” the “Purchase Price”). As part of the transaction the Company is also assuming a working
capital loan obligation of CDI in the amount of $370,096. The number of newly issued shares of restricted common stock of the
Company issuable as consideration for the Share Purchase Price is equal to the Share Purchase Price divided by the average closing
price per share of the Company’s common stock over the fifteen (15) trading days ending on the last trading day prior to the Closing (the
“Common Stock Price”), subject to a maximum share amount of 9.99% of the Company’s common stock outstanding as of the Closing
(the “Maximum Share Amount”) which will result in a corresponding downward reduction in the Share Purchase Price. No fractional
shares will be issued in connection with the Merger Agreement. Each holder of CDI shares with such fractional interests will, in lieu of
fractional shares, receive in cash (rounded to the nearest whole cent), without interest, an amount equal to such fractional amount
multiplied by the Common Stock Price.
There is an indemnification escrow holdback of $120,000 and the Purchase Price is subject to working capital adjustments.
The Merger Agreement includes customary representations, warranties and covenants by the Parties. Each Party has agreed, among
other things, (i) to generally conduct its business in the ordinary course consistent with past practice during the interim period between
the execution of the Merger Agreement and the Closing (other than agreed actions to be taken in anticipation of the Closing); (ii) not to
engage in certain types of transactions during this period; and (iii) to secure all necessary approvals to authorize the Merger Agreement.
In addition, there are certain additional tax covenants, including that the Company and the Sole Shareholder each pay one-half of
transfer, documentary, sales, etc. taxes and fees (including any penalties and interest) incurred in connection with the transaction, tax
refunds are payable to the Sole Shareholder with tax credits payable to the Company and the Surviving Corporation, as applicable, and
each party has agreed to use its reasonable best efforts to cause the Merger to be treated as tax-free reorganization and not take any action
that could reasonably be expected to prevent or impede the Merger from qualifying as tax free-reorganization
Consummation of the Merger is subject to various closing conditions, including: (i) the accuracy of the representations and warranties
made by the Parties immediately prior to Closing: (ii) the performance and compliance by the Parties in all material respects of their
covenants, obligations and conditions under the Merger Agreement: (iii) no claim or action will have been commenced against any of
the Parties that has not been withdrawn and which would prevent the Closing; and (iv) the absence of any material adverse changes to
the businesses and operations of either Party.
As for indemnification, there is a $60,000 indemnification “basket,” a $5,594,000 cap on claims for breach of fundamental
representations (subject to downward adjustment if the Share Purchase Price is reduced if the Maximum Share Amount is applicable),
and a $366,350 cap on non-fundamental representations. The preceding limitations on indemnification do not apply to losses arising
from fraud, criminal activity or willful misconduct.
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The Merger Agreement contains customary termination rights for the Parties, including (i) by mutual written consent of the Company
and CDI; (ii) by either Company or CDI, upon a material breach of any representation, warranty, covenant, or agreement on the part of
the other Party, as set forth in the Merger Agreement, and which failure has not been cured within ten (10) days of receipt of written
notice (or within thirty (30) days of such failure if not capable of being cured within such ten (10) day period); (iii) by either Company
or CDI, upon written notice to the other Party, if closing conditions will not have been, or if it becomes apparent that any of such
conditions will not be, fulfilled by October 31, 2018; and (iv) by either the Company or CDI, if there is any law, decree, judgment,
injunction, or other order of any governmental entity that is final and non-appealable and that restrains or enjoins the consummation of
the Merger.
The disinterested members of the board of directors of the Company have unanimously approved the Merger Agreement and the
Merger. The Sole Shareholder is the brother of one of the Company’s directors.
Item 7.01 Regulation FD Disclosure.
On August 28, 2018, the Company issued a press release announcing entry into the Merger. A copy of this press release is attached
hereto as Exhibit 99.1 and is being furnished with this report.
In accordance with General Instructions B.2 of Form 8-K, the information in Item 7.01 of this Current Report on Form 8-K, including
Exhibit 99.1, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), or otherwise subject to the liability of that section, nor shall it be deemed incorporated by reference in any filing under the
Securities Act of 1933, as amended, or the Exchange Act, whether made before or after the date hereof, except as expressly set forth by
specific reference in such filing to this Current Report on Form 8-K.
Item 9.01 Financial Statements and Exhibits.
(d) Exhibits.
Exhibit No.

Description

99.1

Press Release, dated August 28, 2018.
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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 hereunto duly authorized.
ONE STOP SYSTEMS, INC.
Dated: August 28, 2018

By: /s/ Steve Cooper
Steve Cooper
President, Chief Executive Officer and Chairman
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Exhibit 99.1

One Stop Systems Signs Agreement to Acquire Concept Development
Escondido, Calif. and Irvine, Calif., August 28, 2018 – One Stop Systems, Inc. (OSS), a leader in specialized high performance
computers, has signed a definitive agreement to acquire Concept Development, Inc. (CDI).
CDI specializes in the design and manufacture of specialized high-performance in-flight entertainment systems for commercial aircraft.
CDI’s capabilities include electrical, mechanical and software design as well as extensive experience in test and certifications required
for airborne systems.
The companies expect the synergies of the combined businesses to enhance the capabilities of their engineering, manufacturing and
customer support, as well as dramatically broaden their market reach.
Key benefits to OSS include:
•

Access to in-flight entertainment market and CDI customers

•

Addition of technical expertise in design and manufacturing airborne equipment

•

Significant existing OEM design-ins and new opportunities

•

Adds $4 million to $6 million in projected annual revenue

•

Profitable operations, with 38%-42% gross margin

•

Primarily stock transaction: ~$4.9 million in stock and $1.0 million in cash

“This strategic acquisition of CDI brings together two innovative companies that focus on specialized high-performance computing,
with highly complementary technologies and skill sets,” said Steve Cooper, OSS CEO. “CDI has broad experience designing and
delivering high-performance systems for the aerospace and in-flight entertainment markets, which complements OSS’ capabilities in
designing and manufacturing specialized high-performance computing products for rugged airborne environments, media and
entertainment. Together, we have more capable resources for bringing high-performance computing to the in-flight entertainment market
and others, while offering a greater value proposition to our combined customer base.”
The acquisition is expected to be completed before the end of the third quarter. Further details are available in the Form 8-K OSS has
filed with the U.S. Securities and Exchange Commission which is accessible from the investor section on the company’s website.
About Concept Development
Irvine, California-based Concept Development, Inc. specializes in the design and manufacturing of custom high-performance computing
systems for airborne in-flight entertainment systems. CDI provides these advanced custom solutions for global enterprise customers. For
more information, go to www.cdvinc.com.
About One Stop Systems
One Stop Systems, Inc. (OSS) designs and manufactures specialized high-performance compute accelerators, flash storage arrays and
customized servers for deep learning, AI, defense, finance and entertainment applications. OSS utilizes the power of PCI Express, the
latest GPU accelerators and NVMe flash cards to build award-winning systems, including many industry firsts, for OEMs and
government customers. The company’s innovative hardware and Ion Accelerator Software offers exceptional performance and
unparalleled scalability. OSS products are available directly, through global distributors, or via its SkyScale cloud services. For more
information, go to www.onestopsystems.com.
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Cautionary Note Regarding Forward-Looking Statements
One Stop Systems cautions you that statements in this press release that are not a description of historical facts are forward-looking
statements. These statements are based on the company’s current beliefs and expectations. Such forward-looking statements include
those regarding the company’s 2018 financial outlook and expectations for 2018 revenue growth generated by new products, design
wins or M&A activity, including the acquisition of CDI. The inclusion of such forward-looking statements and others should not be
regarded as a representation by OSS that any of its plans will be achieved.
Actual results may differ from those set forth in this press release due to the risks and uncertainties inherent in our business, including,
without limitation, that the market for our products is developing and may not develop as we expect; our operating results may fluctuate
significantly, which would make our future operating results difficult to predict and could cause our operating results to fall below
expectations or our guidance; our products are subject to competition, including competition from the customers to whom we sell, and
competitive pressures from new and existing companies may harm our business, sales, growth rates, and market share; our future
success depends on our ability to develop and successfully introduce new and enhanced products that meet the needs of our customers;
the likelihood of design proposals becoming design wins is uncertain and revenue may never be realized; our products fulfill specialized
needs and functions within the technology industry and such needs or functions may become unnecessary or the characteristics of such
needs and functions may shift in such a way as to cause our products to no longer fulfill such needs or functions; new entrants into the
our market may harm our competitive position; we may not be able to efficiently and cost-effectively integrate new acquisitions,
including CDI; we rely on a limited number of suppliers to support our manufacturing and design process; if we cannot protect our
proprietary design rights and intellectual property rights, our competitive position could be harmed or we could incur significant
expenses to enforce our rights; our international sales and operations subject us to additional risks that can adversely affect our operating
results and financial condition; if we fail to remedy material weaknesses in our internal controls over financial reporting, we may not be
able to accurately report our financial results; and other risks described in our prior press releases and in our filings with the Securities
and Exchange Commission (SEC), including under the heading “Risk Factors” in our Annual Report on Form 10-K and any subsequent
filings with the SEC.
You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this press release,
and we undertake no obligation to revise or update this information to reflect events or circumstances after the date hereof. All forwardlooking statements are qualified in their entirety by this cautionary statement, which is made under the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995.
Media Contact:
Katie Rivera
One Stop Systems, Inc.
Tel (760) 745-9884
Email contact
Investor Relations:
Ronald Both or Grant Stude
CMA
Tel (949) 432-7557
Email contact
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