
UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

 
 

FORM 10-Q
 
 

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 

For the quarterly period ended September 30, 2014
 

OR
 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 

For the transition period from ___________________________
 

000-54987
(Commission File Number)

 
Strategic Environmental & Energy Resources, Inc.

(Exact name of registrant as specified in its charter)
 

Nevada 02-0565834
(State or other jurisdiction of incorporation) (IRS Employer Identification Number)

 
751 Pine Ridge Road, Golden, CO 80403

(Address of principal executive offices including zip code)
 

(720) 460-3522
(Registrant’s telephone number, including area code)

 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [X] No [ ]
 
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Date File required to be submitted and posted pursuant to Rule
405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required to submit and post such files). Yes [X] No [ ]
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting company. See the definitions of “large accelerated filer”,
“accelerated filer” and “small reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer [ ] Accelerated filer [ ]
Non-accelerated filer [ ] Smaller reporting company [X]
 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes [ ]No [X]
 

As of October 31, 2014 the Registrant had 53,626,316 shares outstanding of its $0.001 par value common stock .

 



 

 
Strategic Environmental & Energy Resources, Inc.

 
Quarterly Report on Form 10-Q for the Period Ended

 
September 30, 2014

 
TABLE OF CONTENTS

 

PART I. FINANCIAL INFORMATION
 

Item 1. Financial Statements  
  

Condensed Consolidated Balance Sheets as of September 30, 2014 (unaudited)
and December 31, 2013 2

  
Condensed Consolidated Statements of Operations for the Three Months and

Nine Months Ended September 30, 2014 and 2013 (unaudited) 3
  
Condensed Consolidated Statements of Cash Flows for the Nine Months

Ended September 30, 2014 and 2013 (unaudited) 4
  
Notes to Unaudited Condensed Consolidated Financial Statements 5
  
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 18
  
Item 3. Quantitative and Qualitative Disclosures About Market Risk 25
  
Item 4. Controls and Procedures 25
  
PART II. OTHER INFORMATION  
  
Item 1. Legal Proceedings 26
  
Item 1A. Risk Factors 26
  
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 26
  
Item 3. Defaults Upon Senior Securities 26
  
Item 4. Mine Safety Disclosures 26

.
Item 5. Other Information 26

.
Item 6. Exhibits 27

.
SIGNATURES 28

 
 

1



 

 
Part I. FINANCIAL INFORMATION
Item 1. Financial Statements

STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

 September 30, 2014  December 31, 2013
ASSETS Unaudited  *
Current assets:    
   Cash $         735,800   $     2,419,100   
 Cash – restricted 250,000  250,000

   Accounts receivable, net of allowance of $74,600 and $76,000, respectively 2,301,600  1,170,000
   Costs and estimated earnings in excess billings on uncompleted contracts 220,300  78,500
   Inventory 49,300  22,400
   Prepaid expenses and other current assets 309,100  253,000
     Total current assets 3,866,100  4,193,000
    
   Property and equipment, net 4,342,400  1,762,900
   Intangible assets, net 1,411,100  379,500
   Investment in unconsolidated affiliate 1,212,000  -
   Other assets 39,500  36,800
TOTAL ASSETS $     10,871,100  $     6,372,200
    
LIABILITIES & STOCKHOLDERS’ DEFICIT    
Current liabilities:    
   Accounts payable $    1,352,300  $     1,506,800
   Accrued liabilities 880,600  924,200
   Billings in excess of costs and estimated earnings on uncompleted contracts 372,200  170,300
   Current portion of payroll taxes payable 985,500  250,600
   Customer deposits 449,100  118,000
   Deferred revenue 353,800  -
   Current portion of notes payable and capital lease obligations 368,900  504,700
   Notes payable - related parties, including accrued interest 102,500  136,900
     Total current liabilities 4,864,900  3,611,500
    
   Payroll taxes payable, net of current portion -  720,800
   Notes payable and capital lease obligations, net of current portion 2,200  48,100
     Total liabilities 4,867,100  4,380,400
    
Commitments and contingencies -  -
    
Stockholders’ equity:    
   Preferred stock; $0.001 par value; 5,000,000 shares authorized; -0- shares issued -  -

Common stock; $0.001 par value; 70,000,000 shares authorized; 53,563,816 and 47,911,975 shares issued and outstanding 2014 and 2013, respectively 53,600  47,900
   Common stock subscribed 50,000  50,000
   Additional paid-in capital 19,052,000  14,597,700
   Stock subscription receivable (25,000)  (50,000)
   Accumulated deficit (12,406,300)  (12,215,200)
     Total stockholders’ equity 6,724,300  2,430,400
   Non-controlling interest (720,300)  (438,600)
     Total equity 6,004,000  1,991,800
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $    10,871,100  $     6,372,200

*These numbers were derived from the audited financial statements for the year ended December 31, 2013. See accompanying notes
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STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
      
 
 

For the Three Months Ended September 30,  For the Nine months ended September 30,

Revenue: 2014  2013  2014  2013
   Products $1,192,900  $   688,900   $2,774,400  $ 2,749,800
   Services 3,640,600  2,517,400  9,039,100  5,954,300
   Solid waste 20,600  -  99,300  -
     Total revenue 4,854,100  3,206,300  11,912,800  8,704,100
        
Operating expenses:        
Products costs 902,000  444,900  2,029,600  1,841,400
Services costs 2,300,600  1,873,600  5,870,800  4,457,700
Solid waste costs 104,200  -  227,700  -
Selling, general and administrative expenses 1,265,600  964,200  4,237,200  2,762,400

Total operating expenses 4,572,400  3,282,700  12,365,300  9,061,500
          
Income (loss) from operations 281,700  (76,400)  (452,500)  (357,400)
        
Other income (expense):        
   Interest income -  -  -  4,000
   Interest expense (16,800)  (39,200)  (59,500)  (110,300)
   Gain on debt settlements -  -  24,400  8,200
   Other (1,200)  (7,200)  14,800  29,500
     Total non-operating income (expense), net (18,000)  (46,400)  (20,300)  (68,600)
        
Net income (loss) 263,700  (122,800)  (472,800)  (426,000)
Less:  Net loss attributable to non-controlling interests (115,800)  (52,200)  (281,700)  (166,600)
 
Net income (loss) attributable to SEER common stockholders $   379,500

 
$    (70,600)

  
$ (191,100)  

 
$ (259,400)

 
Net income (loss) per share - basic $0.01

 
$(0.00)

 
$(0.01)  $(0.01)

 
Net income (loss) per share - diluted $0.01

 
$(0.00)

 
$(0.01)  $(0.01)

 
Weighted average shares outstanding – basic 52,116,247

 
43,486,671

 
50,850,983  42,530,774

Weighted average shares outstanding – diluted 56,553,634
 

43,486,671
  

50,850,983  
 

42,530,774
          
 

See accompanying notes.
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STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited)

  
 For the Nine Months Ended September 30,
Cash flows from operating activities: 2014  2013
     Net loss $     (472,800)  $    (426,000)
Adjustments to reconcile net loss to net cash provided by operating activities:    
     Provision for doubtful accounts receivable (1,400)  24,500
     Depreciation and amortization 357,700  275,900
     Stock-based compensation expense 760,000  87,600
     Amortization of debt discount -  2,000
     Gain on extinguishment of debt (24,400)  (8,500)
Changes in operating assets and liabilities:    
     Cash – restricted -  195,800
     Accounts receivable (1,130,200)  (316,300)
     Costs in Excess of billings on uncompleted contracts (141,800)  (38,100)
     Inventory of supplies (26,900)  (135,500)
     Prepaid expenses and other assets (58,800)  (104,400)
     Accounts payable and accrued liabilities (198,100)  452,100
     Billings in excess of revenue on uncompleted contracts 201,900  (130,000)
     Deferred revenue 353,800  -
     Customer deposits 331,100  -
     Payroll taxes payable 14,200  (107,900)
Net cash used in operating activities (35,700)  (228,800)
Cash flows from investing activities:    
     Purchase of property and equipment (2,853,900)  (355,800)
     Purchase of intangibles (64,900)  (13,400)
Net cash used in investing activities (2,918,800)  (369,200)
Cash flows from financing activities:    
     Payments of notes payments and capital lease obligations (157,400)  (100,300)
     Payments of related party notes payable and accrued  interest (34,400)  (3,400)
     Proceeds from notes payable and related party notes payable -  50,000
     Proceeds from subscription receivable 25,000  100,000
     Proceeds from exercise of warrants 662,000  -
     Proceeds from the sale of common stock and warrants, net of expenses 776,000  785,300
Net cash provided by financing activities 1,271,200  831,600
Net increase (decrease) in cash (1,683,300)  233,600
     Cash at the beginning of period 2,419,100  70,400
     Cash at the end of period $    735,800  $     304,000
    
Supplemental disclosures of cash and non-cash activities:    
   Cash paid for interest $        69,000  $       65,000

Issuance of common stock for intangible assets $   1,050,000  -
Issuance of common stock for investment in unconsolidated subsidiary $   1,212,000  -
Discount on note payable -  $         4,900

See accompanying notes.
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STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.
Notes to Unaudited Condensed Consolidated Financial Statements

 
NOTE 1 - ORGANIZATION AND FINANCIAL CONDITION
 
Organization
 
Strategic Environmental & Energy Resources, Inc. ("SEER," "we," or the "Company"), a Nevada corporation, is a provider of next-generation clean-technologies, waste management
innovations and related services. SEER has three wholly-owned operating subsidiaries and two majority-owned subsidiaries; all of which together provide technology solutions and
services to companies primarily in the oil and gas, refining, landfill, food, beverage & agriculture and renewable fuel industries. The three wholly-owned subsidiaries include: 1)
REGS, LLC (d/b/a Resource Environmental Group Services ("REGS")) provides industrial and proprietary cleaning services to refineries, oil fields and other private and
governmental entities; 2) Tactical Cleaning Company, LLC ("Tactical"), provides proprietary cleaning services related to railcar tankers, tank trucks and frac tanks to customers from
its sites in Colorado and Kansas; 3) MV, LLC (d/b/a MV Technologies) ("MV"), designs and builds biogas conditioning solutions for the production of renewable natural gas, odor
control systems and natural gas vapor capture primarily for landfill operations, waste water treatment facilities, oil and gas fields, refineries, municipalities and food, beverage &
agriculture operations throughout the U.S.
 
The two majority-owned subsidiaries include;  1) Paragon Waste Solutions, LLC ("PWS") and 2) ReaCH4Biogas ("Reach"). PWS is currently owned 54% by SEER (see Note 7) and
Reach is owned 85% by SEER.
 
PWS is developing specific opportunities to deploy and commercialize patented technologies for a non-thermal plasma-assisted oxidation process that makes possible the clean and
efficient destruction of solid hazardous chemical and biological waste (i.e., regulated medical waste, chemicals, pharmaceuticals and refinery tank waste, etc.) without landfilling or
traditional incineration and without harmful emissions. Additionally, Paragon’s technology “cleans” and conditions emissions and gaseous waste streams ( i.e., volatile organic
compounds and other greenhouse gases) generated from diverse sources such as refineries, oil fields, and many others.
 
Reach (the trade name for BeneFuels, LLC), is currently owned 85% by SEER and focuses specifically on treating biogas for conversion to pipeline quality gas and/or compressed
natural gas ("CNG") for fleet vehicle fuel. Reach had no operations as of December 31, 2013 and had minimal operations for the quarter ended September 30, 2014.
 
Principals of Consolidation
 
The accompanying consolidated financial statements include the accounts of SEER, its wholly-owned subsidiaries, REGS, TCC and MV and its majority-owned subsidiaries PWS
and Reach, since their respective acquisition or formation dates. All material intercompany accounts, transactions, and profits have been eliminated in consolidation.
 
Basis of presentation Unaudited Interim Financial Information
 
The accompanying interim condensed consolidated financial statements are unaudited. In the opinion of management, the accompanying unaudited condensed consolidated financial
statements contain all of the normal recurring adjustments necessary to present fairly the financial position and results of operations as of and for the periods presented. The interim
results are not necessarily indicative of the results to be expected for the full year or any future period.
 
Certain information and footnote disclosures normally included in the consolidated financial statements prepared in accordance with accounting principles generally accepted in the
United States have been condensed or omitted pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”). The Company believes that the disclosures
are adequate to make the interim information presented not misleading. These consolidated financial statements should be read in conjunction with the Company’s audited
consolidated financial statements and the notes thereto included in the Company’s Report on Form 10-K filed on March 27, 2014 for the years ended December 31, 2013 and 2012.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Use of Estimates
 
The preparation of these consolidated financial statements in conformity with accounting principles generally accepted in the United States (U.S. GAAP) requires management to
make a number of estimates and assumptions related to the reported amount of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the period. Significant items subject to such estimates and assumptions include the
carrying amount of intangible assets; valuation allowances and reserves for receivables and inventory and deferred income taxes; revenue recognition related to contracts accounted
for under the percentage of completion method; share-based compensation; and loss contingencies, including those related to litigation. Actual results could differ from those
estimates.
 
Licensing Revenue Recognition
 
The Company’s revenues from license agreements are recognized as a single accounting unit over the term of the license.  In accordance with Accounting Standards Codification
("ASC") 605, for revenues which contain multiple deliverables, the Company separates the deliverables into separate accounting units if they meet the following criteria: (i) the
delivered items have a stand-alone value to the customer; (ii) the fair value of any undelivered items can be reliably determined; and (iii) if the arrangement includes a general right of
return, delivery of the undelivered items is probable and substantially controlled by the seller.  Deliverables that do not meet these criteria are combined with one or more other
deliverables into one accounting unit.  Revenue from each accounting unit is recognized based on the applicable accounting literature, primarily ASC 605.
 
The Company has five-year agreements with two companies in which the Company amortizes various fees on a straight-line basis over the initial five-year term of the agreement.
 
Reclassifications
 
Certain amounts in the prior period financial statements have been reclassified to conform to the current period presentation. These reclassifications had no effect on reported
consolidated net income (loss).
 
Research and Development
 
Research and development costs ("R&D") are charged to expense as incurred. Such expenses were $9,600 and $31,800, for the three months ended September 30, 2014 and 2013,
respectively and $56,500 and $167,600, for the nine months ended September 30, 2014 and 2013, respectively.
 
Income Taxes
 
The Company accounts for income taxes pursuant to Accounting Standards Codification (“ASC”) 740, Income Taxes, which utilizes the asset and liability method of computing
deferred income taxes. The objective of this method is to establish deferred tax assets and liabilities for any temporary differences between the financial reporting basis and the tax
basis of the Company's assets and liabilities at enacted tax rates expected to be in effect when such amounts are realized or settled.
 
ASC 740 also provides detailed guidance for the financial statement recognition, measurement and disclosure of uncertain tax positions recognized in the financial statements. Tax
positions must meet a “more-likely-than-not” recognition threshold at the effective date to be recognized. During the three months and nine months ended September 30, 2014 and
2013 the Company recognized no adjustments for uncertain tax positions.
 
The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. No interest and penalties related to uncertain tax positions were recognized at
September 30, 2014 and December 31, 2013. The Company expects no material changes to unrecognized tax positions within the next twelve months.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
 
The Company has filed federal and state tax returns through December 31, 2013 and is current on all of its tax filings. The tax periods for the years ending December 31, 2008
through 2013 are open to examination by federal and state authorities.
 
Recently issued accounting pronouncements
 
Changes to accounting principles generally accepted in the United States of America (U.S. GAAP) are established by the Financial Accounting Standards Board (FASB) in the form
of accounting standards updates (ASU’s) to the FASB’s Accounting Standards Codification. The Company considers the applicability and impact of all new or revised ASU’s.
 
In July 2013, the FASB issued ASU No. 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax
Loss, or a Tax Credit Carryforward Exists. ASU No. 2013-11 requires that entities with an unrecognized tax benefit and a net operating loss carryforward or similar tax loss or tax
credit carryforward in the same jurisdiction as the uncertain tax position present the unrecognized tax benefit as a reduction of the deferred tax asset for the loss or tax credit
carryforward rather than as a liability, when the uncertain tax position would reduce the loss or tax credit carryforward under the tax law, thereby eliminating diversity in practice
regarding this presentation issue. This new guidance is effective prospectively for annual reporting periods beginning on or after December 15, 2013, although retrospective
application in permitted. The adoption of this guidance on January 1, 2014 had no impact on the Company’s financial position and results of operations.
 
In May 2014, the Financial Accounting Standards Board (FASB) issued guidance creating Accounting Standards Codification (“ASC”) Section 606, “Revenue from Contracts with
Customers”.  The new section will replace Section 605, “Revenue Recognition” and creates modifications to various other revenue accounting standards for specialized transactions
and industries.  The section is intended to conform revenue accounting principles with a concurrently issued International Financial Reporting Standards with previously differing
treatment between United States practice and those of much of the rest of the world, as well as, to enhance disclosures related to disaggregated revenue information.  The updated
guidance is effective for annual reporting periods beginning on or after December 15, 2016, and interim periods within those annual periods.  The Company will adopt the new
provisions of this accounting standard at the beginning of fiscal year 2017, given that early adoption is not an option.  The Company will further study the implications of this
statement in order to evaluate the expected impact on the consolidated financial statements.
 
NOTE 3 - PROPERTY AND EQUIPMENT
 
Property and equipment was comprised of the following:

 
 September 30, 2014  December 31, 2013
Field and shop equipment $    1,541,300  $  1,361,100  
Vehicles 522,200  516,700
Waste destruction equipment 1,049,100  164,900
Waste destruction equipment in progress 2,200,900  542,500
Furniture and office equipment 173,900  27,500
Leasehold improvements 65,400  55,500
Equipment, construction in progress -  30,600
 5,552,800  2,698,800
Less: accumulated depreciation and amortization (1,210,400)  (935,900)
   Property and equipment, net $    4,342,400  $  1,762,900
 
Depreciation expense and amortization of property and equipment was $101,000 and $74,500, respectively, for the three months ended September 30, 2014 and 2013 and was
$274,300 and $212,000, respectively, for the nine months ended September 30, 2014 and 2013.
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NOTE 3 - PROPERTY AND EQUIPMENT, continued

Property and equipment included the following amounts for leases that have been capitalized at:

  September 30,  December 31,
  2014  2013
Field and shop equipment  $   131,500  $     131,500
Less: accumulated amortization  (51,200)  (27,000)

  $     80,300  $     104,500
 
NOTE 4 – INTANGIBLE ASSETS
 
Intangible assets were comprised of the following:
 
 September 30, 2014
 Gross carrying amount  Accumulated amortization  Net carrying value
      
Customer list $      42,500  $   (38,400)  $        4,100
Technology 1,840,700  (438,900)  1,401,800
Trade name 54,600  (49,400)  5,200
 $ 1,937,800  $  (526,700)  $ 1,411,100

 
 December 31, 2013
 Gross carrying amount  Accumulated amortization  Net carrying value
      
Customer list $       42,500  $      (33,900)  $          8,600
Technology 725,700  (365,800)  359,900
Trade name 54,600  (43,600)  11,000
 $     822,800  $    (443,300)  $      379,500
 
The estimated useful lives of the intangible assets range from seven to ten years. Amortization expense was $39,600 and $21,300 for the three months ended September 30, 2014 and
2013, respectively and was $83,400 and $61,800 for the nine months ended September 30, 2014 and 2013, respectively. The estimated aggregate amortization expense for each of the
next five years is as follows:

 
Remaining 2014 $      50,400
2015 191,700
2016 185,900
2017 182,100
2018 144,600
Thereafter 656,400
 $  1,411,100
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NOTE 5 - ACCRUED LIABILITIES

 
Accrued liabilities were comprised of the following:
  September 30, 2014  December 31, 2013
     
Accrued payroll and payroll related expenses  $ 660,200  $ 451,500 
Accrued stock offering costs   —     216,000 
Accrued interest   52,000   73,200 
Other   168,400   183,500 
  $ 880,600  $ 924,200 
 
NOTE 6 - UNCOMPLETED CONTRACTS
 
Costs, estimated earnings and billings on uncompleted contracts are as follows:
 
  September 30,  December 31,  
  2014  2013  
      
Revenue Recognized  $ 1,412,700  $ 331,100  
Less: Billings to date   (1,192,400)   (252,600)
Costs and estimated earnings in excess of 
     billings on uncompleted contracts  $ 220,300  $ 78,500

 

         
Billings to date  $ 907,500  $ 606,700  
Revenue recognized   (535,300)   (436,400)
Billings in excess of costs and estimated 
     earnings on uncompleted contracts  $ 372,200  $ 170,300

 

 
NOTE 7– INVESTMENT IN PARAGON WASTE SOLUTIONS LLC
 
At September 30, 2014 and December 31, 2013 the Company owned 54% of the membership units of PWS, Black Stone Management Services, LLC ("Black Stone"), the original
inventor of the technology, owns 26%, a shareholder of the Company owns 10% and two related parties, each own 5%. In 2013 Black Stone sold 10% of its membership units to a
shareholder of the Company and received 875,000 shares of common stock of the Company as well as other equity interests.

 
In August, 2011, we acquired certain waste destruction technology (the "IP") from Black Stone in exchange for 1,000,000 shares of our common stock valued at $100,000. In March
2012, the Company entered into an Irrevocable License & Royalty Agreement with PWS that granted to PWS an irrevocable world-wide license to the IP in exchange for a 5% royalty
on all revenues from PWS and its affiliates. PWS generated licensing and placement revenues of $20,600 and $59,300 for the three months ended September 30, 2014 and the nine
months ended September 30, 2014, respectively. PWS had no revenues for 2013 therefore royalties due to SEER are $3,000 and $0, respectively.

 
Since its inception through September 30, 2014, the Company has provided approximately $4,100,000 in funding to PWS for working capital, the further development and
construction of various prototypes, and the construction of commercial waste destruction units for placement with licensees. None of the minority interest holders have made capital
contributions or other funding to PWS. The intent of the operating agreement is that the Company would provide the funding as a loan to be repaid out of future earnings of PWS and
prior to any capital distributions to members.
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NOTE 7– INVESTMENT IN PARAGON WASTE SOLUTIONS LLC, continued
 
In September 2013, PWS entered into an Exclusive Use License and Joint Operations Agreement ("License Agreement") with Sterall Inc. ("Sterall"). The License Agreement grants to
Sterall the use of the PWS Technology and requires payments of licensing fees, unit placement fees and distribution of net operating profits as more fully described in Footnote 7 in
our 2013 Annual Report on Form 10-K filed on March 27, 2014. For the nine months ended September 30, 2014, Sterall ordered a total of six CoronaLux™ units, of which one unit
has been delivered, and five units are pending delivery at September 30, 2014. Sterall paid a non-refundable placement fee of $236,300 for the unit delivered in 2014.

 
In addition, on March 4, 2014, PWS entered into a Licensing and Equipment Lease Agreement with eCycling International of South Carolina, LLC ("eCycling"). The License
Agreement grants to eCycling the use of the PWS Technology for an initial term of five years and requires a payment of $176,875 as a non-refundable initial licensing fee and
distributions of 50% of net operating profits, as defined in the agreement, in lieu of continuing royalty payments for the use of the licensed technology.
 
Payments received for licensing and placement fees have been recorded as deferred revenue in the accompanying condensed consolidated balance sheets at September 30, 2014 and
are recognized as revenue over the term of the contract.

 
NOTE 8 - PAYROLL TAXES PAYABLE

 
In 2009 and 2010, REGS, a subsidiary of the Company, became delinquent for unpaid federal employer and employee payroll taxes and accrued interest and penalties related to the
unpaid payroll taxes.
 
In September 2011, we received approval from the Internal Revenue Service ("IRS") to begin paying the outstanding federal payroll tax and related interest and penalties liabilities
totaling approximately $971,000, for the aforementioned years in installments (the "Installment Plan"). Under the Installment Plan, we were required to pay minimum monthly
installments of $12,500 commencing September 2011, which increased to $25,000 per month in September 2012, until the liability is paid in full. Through the duration of the
Installment Plan, the IRS continues to charge penalties and interest at statutory rates. If the conditions of the Installment Plan are not met, the IRS may cancel it and may demand the
outstanding liability to be repaid through a levy on income, bank accounts or other assets, or by seizing certain of our assets. Additionally, the IRS has filed a notice of federal tax lien
against certain of our assets to satisfy the obligation. The IRS is to release this lien if and when we pay the full amount due. Two of the officers of REGS also have liability exposure
for a portion of the taxes if REGS does not pay them.
 
In May 2013, REGS filed an Offer in Compromise with the IRS. While the Offer in Compromise was under review by the IRS, the requirement to pay $25,000 a month under the
Installment Plan was suspended. REGS received a letter from the IRS, dated March 27, 2014, rejecting our Offer in Compromise and in accordance with the rejection letter the
Company has submitted a written appeal. As a result of the IRS rejection of the Offer in Compromise, the Installment Plan, mentioned above, is terminated. In June 2014, the
Company received notices of intent to levy property or rights to property from the IRS for the amounts owed for the past due payroll taxes, penalty and interest. Currently our appeal
is pending and as such the IRS cannot levy our property while the appeal process is still pending.

 
As of September 30, 2014 and December 31, 2013, the outstanding balance due to the IRS was $942,000, and $958,300, respectively.
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NOTE 9 – DEBT
 
In June 2011, we issued an unsecured promissory note to a third party in the amount of $40,000 (the "June 2011 Note") bearing interest at a rate of 10% per annum and a three year
warrant to purchase 13,000 shares of our common stock at an exercise price of $1.00 per share. In addition, a second note payable, to the same third party, in the amount of $25,000
plus $3,000 of accrued interest was also converted into the June 2011 Note, resulting in a new principal balance of $68,000. Principal payments were due beginning November 2011
and the June 2011 Note is in default as of December 31, 2013 and 2012, as no payments have been made to date. We valued the warrant at $170 using the Black-Scholes model and
recorded this amount as a debt discount. The debt discount was fully amortized during 2011.
 
The Company entered into a loan agreement evidenced by a convertible secured promissory note with Advanced Technology Materials, Inc. on February 14, 2012. The amount of the
convertible secured promissory note is $225,000. The loan agreement allows for an additional $225,000 to be borrowed upon meeting certain defined milestones and stipulates the
Company provide the lenders, among other things, a security agreement which also identifies the collateral, a development agreement, and use the loan proceeds for projects and
transactions contemplated in the term sheet and development agreement. The registration rights agreement has not been executed by the parties to the loan. The note bears interest at
5 percent per annum. The entire loan and/or unpaid balance of the loan and accrued interest can be converted into the Company’s common stock at $0.50 per share at any time at the
option of the holder. However, if the lender does not convert any of the principal or interest into common stock, then $112,500 of principal plus accrued interest will be due on
demand on or after December 31, 2014.
 
Debt as of September 30, 2014 and December 31, 2013, was comprised of the following:

 
 2014  2013
    
June 2011 Note  (See above) $         68,000  $         68,000
    
Note payable dated February 2012 (see above), interest at 5% per annum, $112,500 is due December 31, 2014, convertible in whole
or in part to common stock at $0.50 per share.

 
 

225,000

  
 

225,000
    
Promissory note dated December 2009, unsecured, bearing interest at 6% per annum, six monthly payments ranging from $10,000 to
$25,000 commencing February 2010, balloon payment for outstanding balance due July 2010. The promissory note was in default as
of  December 31, 2013 and was paid in full as of September 30, 2014

 
 
 
-

  
 
 

104,200
    
Capital lease obligations, secured by certain assets, maturing September 2011 through August 2016  

78,100
  

155,600
     Total notes payable and capital lease obligations 371,100  552,800

 
     Less:  current portion, including debt discount (368,900) (504,700)
     Notes payable and capital lease obligations, long-term $           2,200  $         48,100
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NOTE 10 – RELATED PARTY TRANSACTIONS

 
Notes payable, related parties

 
Notes payable, related parties and accrued interest due to certain related parties as of September 30, 2014 and December 31, 2013 are as follows:
 2014  2013

Note payable dated February 2004, bearing interest at 8% per annum, originally due January 2008; assigned to CEO by a third party
in 2010; originally due on demand, in default at December 31, 2013, however has since been extended to December 31, 2014.

 
 
 

$ 67,000

  
 
 

$ 97,000
    
Accrued interest 35,500  39,900
 $   102,500  $    136,900

 
We believe the stated interest rates on the related party notes payable represent reasonable market rates based on the note payable arrangements we have executed with third parties.
 
For the three months ended September 30, 2014 and 2013 we had revenues of $129,100 and $107,400, respectively, and for the nine months ended September 30, 2014 and 2013 we
had revenues of $356,500 and $401,100 from a customer, in which our CEO/President was a member of the Board of Directors of Armada Water Assets, Inc, the parent company of
the customer until his resignation on September 30, 2014. Our CEO and Black Stone, in which its Chairman is also a managing member and President of our subsidiary PWS, are
minority shareholders of Armada Water Assets, Inc.
 
In September 2013, PWS entered into an Exclusive Use License and Joint Operations Agreement ("License Agreement") with Sterall Inc. ("Sterall"). Black Stone, in which its
Chairman is also a managing member and President of our subsidiary PWS, is a minority shareholder of Sterall.
 
In August 2014, the Company entered into a second Exchange and Acquisition Agreement ("New Technologies Agreement") with Black Stone for the acquisition of additional
intellectual property ("IP") from Black Stone in exchange for 1,000,000 shares of common stock valued at $1,050,000. The new IP shall include 1) all f i l e d  o r  t o - b e - f i l e d  patents,
patents pending, and any applications therefor, copyrights, trademarks, and trade names, 2) any agreements, licenses, proposed licenses, memoranda of understanding, and letters of
intent arising out of or related to the New Technologies, 3) all business plans, customer lists,  market surveys, trade secrets and other proprietary information of Seller arising out of or
related to the New Technologies, 4) test and technical data, research materials,  records, blue-prints, drawings, specifications, diagrams, programs, software or other computer records,
and other materials arising out of or related to the New Technologies.
 
The Company is obligated to issues additional shares upon the following conditions: 1) a n  additional five hundred thousand (500,000) s h a r e s  upon "commercialization" of any one
of the New Technologies; and 2) an additional five hundred thousand (500,000) shares upon "commercialization" of the second of the New Technologies. For purposes of
determining the Company’s obligation to issue the  additional shares as recited above, "commercialization" shall mean the successful installation and operation of any one of the
separate New Technologies. Additionally, Black Stone shall receive a ten percent (10%) royalty payment based on all gross revenue generated by the Company or its subsidiaries or
any other related entity from the exploitation, utilization, commercialization, sublicensing or any other revenue generated from the New Technologies.
 
In September 2014, the Company entered into an Equity Purchase Agreement ("Equity Agreement") whereby the Company issued 1,200,000 shares of the Company’s common stock,
valued at $1,212,000, in exchange for a 22.5 membership interests, representing 15% ownership interest in Sterall, LLC, a Delaware corporation. Sterall Inc., a PWS customer, is the
operator of various waste destruction facilities and is an affiliate of Sterall LLC.
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NOTE 11 – EQUITY TRANSACTIONS
 
In October 2013, we initiated a private placement ("October 2013 PP") for the sale of a unit comprised of 70,000 shares and 35,000 warrants for $50,000. Each warrant is exercisable
for a period of five years at an exercise price of $1.00 per share. A total of 64.25 units (4,497,500 common shares and 2,248,750 warrants) were sold in 2013 for gross proceeds of
$3,212,500 and proceeds net of $254,800 in offering costs were $2,957,700. In addition to the commission, a warrant was issued for 50,000 shares, exercisable for a period of five
years at $1.00 per share. The fair market value of the common stock warrant was determined using the Black-Scholes valuation model and resulted in a valuation of $0.115. As such,
the $0.715 unit price was allocated $0.60 and $0.115 to the common stock and warrant, respectively.
 
During the nine months ended September 30, 2014, we sold a total of 4.125 Units (consisting of 1,155,000 shares of common stock and 577,500 warrants) for gross proceeds of
$825,000 less $49,000 in offering costs for net proceeds of $776,000.
 
During the nine months ended September 30, 2014, the Company issued 472,841 shares of common stock in connection with the cashless exercise of 796,700 common stock options.
 
During the nine months ended September 30, 2014, the Company issued 1,324,000 shares of common stock in connection with the exercise of warrants at $0.50 per share, resulting in
proceeds of $662,000.
 
During the nine months ended September 30, 2014, we issued 500,000 shares of common stock for consulting services valued at $550,000. The consulting services are related to
financial advisory services, potential strategic acquisition evaluations, strategic planning and market evaluations.
 
During the nine months ended September 30, 2014, we issued 1,200,000 shares of common stock for a 15% equity interest in a related entity, valued at $1,212,000 and we issued
1,000,000 shares of common stock to a related party for intellectual property, valued at $1,050,000. (See Note 10.)
 
Stock Options
 
We do not have a qualified stock option plan, but have issued stock purchase warrants and stock options on a discretionary basis to employees, directors, service providers and outside
consultants.
 
During the three months ended September 30, 2014, we granted 70,000 options to purchase common stock, with a weighted-average exercise price of $1.10 and a weighted-average
fair value of $0.38 per option. During the nine months ended September 30, 2014, we granted 670,000 options to purchase common stock, with a weighted-average exercise price of
$1.01 and a weighted-average fair value of $0.67 per option.
 
During the three and nine months ended September 30, 2013, we granted 555,000 and 855,000 options, respectively to purchase common stock, with a weighted-average exercise
price of $0.71 and $0.72, respectively, and a weighted-average fair value of $0.30 and $0.28, respectively, per option.
 
During the three and nine months ended September 30, 2014, 30,700 and 796,700 stock options were exercised, respectively, with a weighted-average exercise price of $0.50 and
$0.51, respectively. Additionally, 117,000 stock options were forfeited during the three and nine months ended September 30, 2014, with a weighted-average exercise price of $0.96.
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NOTE 11 – EQUITY TRANSACTIONS, continued
 
During the three months ended September 30, 2013, no options were exercised. During the nine months ended September 30, 2013, 45,900 stock options were exercised, with a
weighted-average exercise price of $0.50. No options were forfeited during the three and nine months ended September 30, 2013.
 
All options issued were valued using the Black-Scholes option pricing model. The table below sets forth the assumptions used in valuing such options.
 

 
For the Nine Months Ended

September 30, 2014
 For the Nine Months Ended

September 30, 2013
Expected term of options 3.0 – 4.0 years  3.5 years
Expected volatility-range used 42.1% – 76.4%  76.4%
Expected volatility-weighted average 72.2%  76.4%
Risk-free interest rate-range used 1.52% – 1.70%  1.5%

 

Equity-based compensation expense related to options granted is amortized on a straight-line basis over the service period during which the right to exercise such options fully vests.
For the three and nine months ended September 30, 2014, our equity-based compensation expense related to options was $45,000 and $180,000, respectively, which was included in
“Selling, general and administrative expenses” in our Condensed Consolidated Statements of Operations. For the three and nine months ended September 30, 2013, our equity-based
compensation expense related to options was $16,600 and $27,600, respectively, which was included in “Selling, general and administrative” in our Condensed Consolidated
Statements of Operations. As of September 30, 2014, $332,600 of such expense remained unrecognized which reflects the unamortized portion of the value of such options issued.
 
Non-controlling Interest
 
The non-controlling interest presented in our condensed consolidated financial statements reflects a 46% non-controlling equity interest in PWS (see Note 7) and a 15% non-
controlling equity interest in Reach. Net loss attributable to non-controlling interest, as reported on our condensed consolidated statements of operations, represents the net loss of
PWS and Reach attributable to the non-controlling equity interest. The non-controlling interest is reflected within stockholders’ equity on the condensed consolidated balance sheet.
 
 
NOTE 12 – CUSTOMER CONCENTRATIONS
 
The Company had sales from operations to three customers for the three months and nine months ended September 30, 2014 that represented approximately 61% and 64% of our total
sales, respectively. We had sales from operations to two customers for the three months and nine months ended September 30, 2013 that represented approximately 53% and 41% of
our sales, respectively. The concentration of the Company’s business with a relatively small number of customers may expose us to a material adverse effect if one or more of these
large customers were to experience financial difficulty or were to cease being a customer for non-financial related issues.
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NOTE 13 – NET INCOME (LOSS) PER SHARE
 
Basic net income (loss) per share is computed by dividing net income (loss) attributable to common shareholders by the weighted average number of common shares outstanding.
Diluted income per share is determined by dividing the net income by the sum of (1) the weighted average number of common shares outstanding and (2) if not anti-dilutive, the
effect of outstanding stock awards determined utilizing the treasury stock method.
 
The dilutive effect of the outstanding stock awards for the three months ended September 30, 2014 was 4,437,737. Stock awards to purchase 6,500,568 shares of our Common Stock
were excluded from the calculation of diluted income per share for the three months ended September 30, 2014 because their inclusion would have been anti-dilutive. There was no
dilutive effect for the outstanding awards for the nine months ended September 30, 2014, as we reported a net loss for that period. However, if the Company had net income for the
nine months ended September 30, 2014, the potentially dilutive securities would have been 4,653,452.

There was no dilutive effect for the outstanding awards for the three and nine months ended September 30, 2013, respectively, as we reported a net loss for both periods. However, if
the Company had net income for the three months ended September 30, 2013, the potentially dilutive securities would have been 3,465,215. If the Company had net income for the
nine months ended September 30, 2013, the potentially dilutive securities would have been 2,693,915.

Total outstanding potentially dilutive securities were comprised of the following:
 

  Nine Months Ended September 30,
  2014  2013
     
Warrants   8,706,750   7,197,500 
Options   2,037,400   2,863,100 
Convertible notes payable   225,000   225,000 
   10,969,150   10,285,600 
 
 
NOTE 14 - ENVIRONMENTAL MATTERS AND REGULATION
 
Significant federal environmental laws affecting us are the Resource Conservation and Recovery Act ("RCRA"), the Comprehensive Environmental Response, Compensation and
Liability Act ("CERCLA"), also known as the "Superfund Act", the Clean Air Act, the Clean Water Act, and the Toxic Substances Control Act ("TSCA").
 
Pursuant to the EPA's authorization of their RCRA equivalent programs, a number of states have regulatory programs governing the operations and permitting of hazardous waste
facilities. Our facilities are regulated pursuant to state statutes, including those addressing clean water and clean air. Our facilities are also subject to local siting, zoning and land use
restrictions. Although our facilities occasionally have been cited for regulatory violations, we believe we are in substantial compliance with all federal, state and local laws regulating
our business.
 

15



 

 
NOTE 15 - SEGMENT INFORMATION AND MAJOR CUSTOMERS

 
The Company currently has identified four segments as follows:
 
REGS - Industrial Cleaning
Tactical - Rail Car Cleaning
MV and Reach - Environmental Solutions
PWS - Solid Waste
 
Reach has had minimal operations through September 30, 2014.
 
The composition of our reportable segments is consistent with that used by our Chief Operating Decision Maker ("CODM") to evaluate performance and allocate resources. All of our
operations are located in the U.S. We have not allocated corporate selling, general and administrative expenses, and stock-based compensation to the segments. All intercompany
transactions have been eliminated.
 
Segment information for the three months ended September 30, 2014 and 2013 is as follows:

 
2014  Industrial  Railcar  Environmental  Solid     

  Cleaning  Cleaning  Solutions  Waste  Corporate  Total
             
Revenue  $ 2,916,700  $ 723,900  $ 1,192,800  $ 20,700  $ —    $ 4,854,100 
Depreciation and amortization (1)  $ 60,600  $ 5,500  $ 32,100  $ 17,400  $ 25,500  $ 141,100 
Interest expense  $ 8,300  $ 3,300  $ 1,800  $ 400  $ 3,000  $ 16,800 
Stock-based compensation  $ —    $ —    $ —    $ —    $ 75,000  $ 75,000 
Net income (loss)  $ 871,600  $ 75,800  $ 21,800  $ (244,500)  $ (461,000)  $ 263,700 
Capital expenditures for property and equipment (cash and noncash)  $ 36,300  $ 4,300  $ 6,000  $ 443,700  $ 58,600  $ 548,900 
Total assets  $ 2,174,500  $ 518,600  $ 1,445,000  $ 3,252,700  $ 3,480,300  $ 10,871,100 

 
2013  Industrial  Railcar  Environmental  Solid     

  Cleaning  Cleaning  Solutions  Waste  Corporate  Total
             
Revenue  $ 1,807,500  $ 709,800  $ 689,000  $ —    $ —    $ 3,206,300 
Depreciation and amortization (1)  $ 56,100  $ 5,100  $ 32,000  $ —    $ 2,500  $ 95,700 
Interest expense  $ 19,500  $ 10,000  $ 3,100  $ 100  $ 6,500  $ 39,200 
Stock-based compensation  $ —    $ —    $ —    $ —    $ 76,600  $ 76,600 
Net income (loss)  $ 203,600  $ 114,400  $ 45,300  $ (113,400)  $ (372,700)  $ (122,800)
Capital expenditures for property and equipment (cash and noncash)  $ 123,500  $ —    $ 4,700  $ 29,800  $ —    $ 158,000 
Total assets  $ 1,911,800  $ 565,600  $ 881,600  $ 165,400  $ 86,300  $ 3,610,700 
                         
(1) Includes depreciation of property, equipment and leasehold improvement and amortization of intangibles
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NOTE 15 - SEGMENT INFORMATION AND MAJOR CUSTOMERS, continued
 
Segment information for the nine months ended September 30, 2014 and 2013 is as follows:

 
2014  Industrial  Railcar  Environmental  Solid     

  Cleaning  Cleaning  Solutions  Waste  Corporate  Total
             
Revenue  $ 7,120,300  $ 1,918,900  $ 2,774,300  $ 99,300  $ —    $ 11,912,800 
Depreciation and amortization (1)  $ 168,600  $ 15,700  $ 100,000  $ 34,600  $ 38,800  $ 357,700 
Interest expense  $ 28,600  $ 15,000  $ 4,600  $ 800  $ 10,500  $ 59,500 
Stock-based compensation  $ —    $ —    $ —    $ —    $ 760,000  $ 760,000 
Net income (loss)  $ 1,986,900  $ 87,300  $ (26,400)  $ (601,300)  $ (1,919,300)  $ (472,800)
Capital expenditures for property and equipment (cash and noncash)  $ 72,200  $ 11,400  $ 89,200  $ 2,556,000  $ 125,100  $ 2,853,900 
Total assets  $ 2,174,500  $ 518,600  $ 1,445,000  $ 3,252,700  $ 3,480,300  $ 10,871,100 

 
2013  Industrial  Railcar  Environmental  Solid     

  Cleaning  Cleaning  Solutions  Waste  Corporate  Total
             
Revenue  $ 4,152,300  $ 1,802,000  $ 2,749,800  $ —    $ —    $ 8,704,100 
Depreciation and amortization (1)  $ 156,900  $ 16,200  $ 95,300  $ —    $ 7,500  $ 275,900 
Interest expense  $ 47,900  $ 38,300  $ 9,800  $ —    $ 14,300  $ 110,300 
Stock-based compensation  $ —    $ —    $ —    $ —    $ 87,600  $ 87,600 
Net income (loss)  $ 381,600  $ 230,700  $ 336,100  $ (362,000)  $ (1,012,400)  $ (426,000)
Capital expenditures for property and equipment (cash and noncash)  $ 452,400  $ —    $ 13,400  $ —    $ —    $ 465,800 
Total assets  $ 1,911,800  $ 565,600  $ 881,600  $ 165,400  $ 86,300  $ 3,610,700 
                         
(1) Includes depreciation of property, equipment and leasehold improvement and amortization of intangibles
 
 
NOTE 16 - SUBSEQUENT EVENTS

 
Management has evaluated the impact of events occurring after September 30, 2014 up to the date of the filing of these interim unaudited condensed consolidated financial
statements. These statements contain all necessary adjustments and disclosures resulting from that evaluation.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
The following discussion is intended to assist you in understanding our business and the results of our operations. It should be read in conjunction with the Condensed Consolidated
Financial Statements and the related notes that appear elsewhere in this report as well as our Report on Form 10-K filed with the Securities and Exchange Commission on March 27,
2014. Certain statements made in our discussion may be forward looking. Forward-looking statements involve risks and uncertainties and a number of factors could cause actual
results or outcomes to differ materially from our expectations. These risks, uncertainties, and other factors include, among others, the risks described in our Annual Report on Form
10K filed with the Securities and Exchange Commission, as well as other risks described in this Quarterly Report. Unless the context requires otherwise, when we refer to “we,” “us”
and “our,” we are describing Strategic Environmental & Energy Resources, Inc. and its consolidated subsidiaries on a consolidated basis.
 

SEER BUSINESS OVERVIEW
Strategic Environmental & Energy Resources, Inc. ("the Company" or "SEER") was originally organized under the laws of the State of Nevada on February 13, 2002 for the

purpose of acquiring one or more businesses, under the name of Satellite Organizing Solutions, Inc ("SOZG"). In January 2008, SOZG changed its name to Strategic Environmental &
Energy Resources, Inc., reduced its number of outstanding shares through a reverse stock split and consummated the acquisition of both, REGS, LLC and Tactical Cleaning
Company, LLC. SEER is dedicated to assembling complementary service and product businesses that provide safe, innovative, cost effective, and profitable solutions in the oil & gas,
environmental, waste management and renewable energy industries. SEER currently operates five companies with three offices in the western and mid-western U.S. Through these
operating companies, SEER provides products and services throughout the U.S. and has licensed and owned technologies with many customer installations throughout the U.S. Each
of the five operating companies is discussed in more detail below.

 
The Company’s domestic strategy is to grow internally through SEER’s existing customer base and subsidiaries that have well established revenue streams and, simultaneously,

establish long-term alliances with and/or acquire complementary domestic businesses in rapidly growing markets for environmental, water treatment and oil & gas services. The focus
of the SEER family of companies, however is to increase its higher margin revenue by securing or developing new and patent-pending technologies and then leveraging its 20-year
service experience to place these innovations and solutions into the growing markets of vapor/emission capture and control, renewable “green gas” capture and sale, Compressed
Natural Gas ("CNG") fuel generation for fleet use, as well as general solid waste and medical/pharmaceutical waste destruction. Many of SEER’s current operating companies share
customer bases and each provides truly synergistic services and products.

 
The company now owns and manages four operating entities and one newly formed entity that has no significant operations to date.

Subsidiaries

REGS, LLC d/b/a Resource Environmental Group Services ("REGS"): (operating since 1994) provides general industrial cleaning services and waste
management into many industry sectors but focuses on oil & gas production (upstream) (particularly water treatment services in the oil & gas fields) and
refineries (downstream), but also services other sectors such as hospitals, universities and state/federal agencies.

Tactical Cleaning Company, LLC ("Tactical"): (operating since 2005)  provides cleaning services to the tanker rail car industry with offices in two states
and a focus on both food-grade and petroleum based products, i.e., fuel oil and asphalt.
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MV, LLC (d/b/a MV Technologies), ("MV") : (operating since 2003) MV is an engineering/technology oriented company that designs and sells patented
and/or proprietary odor, vapor, and fugitive emission control systems for use in oil and gas production, refining, and many other industries. MV also develops
and designs proprietary technologies and systems used to condition biogas for use as renewable fuel for a number of markets, such as fleet vehicle fuel to
replace diesel or gasoline. The target markets for these solutions are primarily conversion in agricultural, food and beverage and agriculture digesters and
landfill operations.

Paragon Waste Solutions, LLC ("PWS"): (formed late 2010) PWS is an operating company that has developed a patented waste destruction technology
using pyrolysis combined with “non-thermal plasma” assisted oxidation process. This process involves gasification of the solid waste by heating the waste in
a low-oxygen containing pyrolysis chamber, followed by complete oxidation at higher temperatures in the presence of a . The term non-thermal plasma refers
to a low energy ionized gas that is generated by electrical discharges between two electrodes. PWS believes that our technology, commercially referred to as
CoronaLux™, is designed and intended for the “clean” destruction of hazardous chemical and biological waste (i.e., hospital “red bag” waste) that eliminates
the need for costly segregation, transportation, incineration or landfill (with their associated legacy liabilities). PWS is a 54% owned subsidiary.

MV RCM Joint Venture: In April 2013, MV Technologies, Inc ("MV") and RCM International, LLC ("RCM") entered into an Agreement to develop hybrid
scrubber systems that employ elements of RCM Technology and MV Technology (the “Joint Venture”). RCM and MV Technologies will independently
market the hybrid scrubber systems. The contractual Joint Venture has an initial term of five years and will automatically renew for successive one-year
periods unless either Party gives the other Party one hundred and eighty (180) day notice prior to the applicable renewal date. Operations to date of the Joint
Venture have been limited to formation activities.

ReaCH4BioGas (“Reach”) (trade name for Benefuels, LLC): (formed February 2013) owned 85% by SEER is a newly formed entity created to focus
specifically on treating biogas for conversion to pipeline quality gas and/or CNG for fleet vehicles. Reach has had minimal operations as of September 30,
2014.
 

SEER’s Financial Condition
 

From inception or acquisition of the various operating entities, the Company has experienced recurring losses, and has accumulated a deficit of approximately $12.4 million as of
September 30, 2014. For the three months ended September 30, 2014 we had net income, before non-controlling interest, of $263,700 and for the nine months ended September 30,
2014 we had a net loss, before non-controlling interest of $472,800. As of September 30, 2014 our current liabilities exceed our current assets by $1 million but our total assets
exceeded our total liabilities by $6 million. At September 30, 2014, current liabilities exceeded current assets because we spent approximately $2.5 million building waste destruction
units using cash on hand to fund that capital expenditure, less the $412,000 we received in non-refundable unit placement fees. The waste destruction units are classified as fixed
assets and not inventory held for sale in the accompanying consolidated balance sheet (see Note 3 to the Condensed Consolidated Financial Statements. In addition, approximately
$704,000 in past due payroll taxes, previous classified as non-current liabilities, are classified as current liabilities until the ultimate disposition of the amounts owed to the IRS are
resolved (see Note 8). As of December 31, 2013, our current assets exceeded our current liabilities by $581,500 and our total assets exceeded our total liabilities by $1,991,800.
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Realization of a major portion of our assets as of September 30, 2014 and December 31, 2013, is dependent upon our continued operations. Accordingly, we have undertaken a

number of specific steps to continue to operate as a going concern. For the year ended December 31, 2013 we had net proceeds of approximately $3.7 million through the sale of
common stock and for the nine months ended September 30, 2014, the Company raised approximately $1.4 million from the sale of common stock and the exercise of common stock
warrants. For the year ended December 31, 2013, notes payable and accrued interest totaling $61,400 was converted to equity. As of September 30, 2014 we had 8.4 million warrants
with exercise prices per share ranging from $0.40 to $1.00 per share with the weighted average exercise price per share of these 8.4 million warrants at $0.68. Proceeds from the
exercise of the 8.7 million in the money warrants would be approximately $5.7 million. In addition, we had 300,000 warrants with an exercise price of $1.25 per share. Additionally,
we have 1.9 million common stock options with exercise prices per share ranging from $0.50 to $1.00 with the weighted average exercise price of these options at $0.69. Proceeds
from the exercise of these in the money options would be approximately $1.3 million. In addition, we had 70,000 common stock options with an exercise price of $1.10 per share. We
continue to focus on developing organic growth in our operating companies and improving gross and net margins through increased attention to pricing, aggressive cost management
and overhead reductions. We made additions to our senior management team to support these initiatives, and focused on streamlining our business model to improve profitability. We
also increased our business development efforts primarily in MV to address opportunities identified in expanding markets attributable to increased interest in energy conservation and
emission control regulations. There can be no assurance that the Company will achieve the desired result of net income and positive cash flow from operations in future years.
Management believes that current working capital and proceeds from the expected sale of common stock in 2014 will be sufficient to allow the Company to maintain its operations
through September 30, 2015 and into the foreseeable future.

 
Results of Operations for the Three Months Ended September 30, 2014 and 2013

Total revenues were $4.85 million and $3.2 million for the three months ended September 30, 2014 and 2013, respectively. The increase of approximately $1.65 million or 51%
in revenues comparing the quarter ended September 30, 2014 to the quarter ended September 30, 2013 is almost entirely attributable to increases in revenues from our industrial
cleaning segment, increasing from approximately $1.8 million in 2013 to approximately $2.9 million in 2014. Our industrial cleaning segment revenues increased $1.1 million
comparing the quarter ended September 30, 2014 to the quarter ended September 30, 2013, and the increase is attributable to the cyclical nature of tank cleaning in the refining
industry and is attributable primarily to a single customer. We had a marginal increase in revenues from our railcar cleaning segment of $14,000 comparing the quarter ended
September 30, 2014 to the quarter ended September 30, 2013. Our environmental solutions segment revenue also increased by approximately $612,000 comparing the quarter ended
September 30, 2014 to the quarter ended September 30, 2013, primarily as a result of additional projects in 2014. We generated revenues of $20,700 from our solid waste disposal
segment as a result of the delivery of two CoronaLux ™ units in 2014. The solid waste disposal segment has received $413,000 in non-refundable fees in 2014 which are being
recognized as revenue ratably over the initial five year term of the agreements.

 
Operating costs, which include cost of products, cost of services and selling, general and administrative (SG&A) expenses, were $4.57 million for the quarter ended September

30, 2014 compared to $3.28 million for the quarter ended September 30, 2013. The $1.3 million increase in operating costs is primarily the result of; i) an increase in service costs as a
result of the 45% increase in service revenues, ii) an increase of 73% in product revenues and iii) an increase in SG&A costs as detailed below. Service costs as a percentage of service
revenues were 63% for the quarter ended September 30, 2014 and 74% for the quarter ended September 30, 2013. The significant improvement is due to utilization of owned
equipment rather than renting equipment and the full utilization of our service employee workforce. As a result of the backlog of work there is essentially no service employee down
time and virtually all service employee time is billed. Product costs as a percentage of product revenues increased from 65% to 76% when comparing the quarter ended September 30,
2013 to the quarter ended September 30, 2014. Solid waste segment costs were $104,200 in 2014 and $0 in 2013 due to an increase in personnel to support the placement of
CoronaLux ™ units with Licensees. SG&A expense increased from 964,200 for the quarter ended September 30, 2013, to approximately $1.26 million for the quarter ended
September 30, 2014. The $301,400 increase in 2014 compared to 2013 is primarily due to; i) an increase in stock option expense in 2014 ($45,000) for which there was only $16,000
in 2013, ii) insurance cost which increased $22,000, iii) increased costs of public reporting and investor relations ($53,000) and iv) an increase in salaries and wages of $153,000 in
2014 compared to 2013. Salaries and wages (including bonuses), the single largest component of SG&A, increased from $386,000 for the quarter ended September 30, 2013 to
$539,000 the quarter ended September 30, 2014. The primary reason for the increase in salaries and wages in 2014 was due to an increase in support staff primarily for the solid waste
segment and the addition of an executive VP.
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Total non-operating other income (expense), net was $(18,000) for the quarter ended September 30, 2014 compared to $(46,400) for the quarter ended September 30, 2013. The

decrease in 204 compared to 2013 is due to a reduction in interest expense because of a reduction in interest bearing debt both in 2014 and 2013.
 

There is no provision for income taxes for both the quarter ended September 30, 2014 and 2013, due to our net losses for both periods.
 
Net income, before non-controlling interest, for the quarter ended September 30, 2014 was $263,700 compared to a net loss, before non-controlling interest, of $(122,800) for the

quarter ended September 30, 2013. The net income attributable to SEER after deducting $115,800 for the net loss attributable to the non-controlling interest was $379,500 for the
quarter ended September 30, 2014 as compared to $(70,600), after deducting $52,200 in net loss attributable to the non-controlling interest for the quarter ended September 30, 2013.
The primary reason for the change from a net loss in 2013 to net income in 2014 is the 51% increase in revenue in 2014 over 2013 partially offset by increases in SG&A as noted
above.

 
Results of Operations for the Nine months ended September 30, 2014 and 2013

Total revenues were $11.9 million and $8.7 million for the nine months ended September 30, 2014 and 2013, respectively. The increase of approximately $3.2 million or 37% in
revenues comparing the nine months ended September 30, 2014 to the nine months ended September 30, 2013 is primarily attributable to increases in revenues from our industrial
cleaning and railcar cleaning segments which increased from approximately $6 million in 2013 to approximately $9 million in 2014. Our industrial cleaning segment revenues
increased approximately $3 million or 71% comparing the nine months ended September 30, 2014 to the nine months ended September 30, 2013, and the increase is attributable to the
cyclical nature of tank cleaning in the refining industry and is primarily attributable to a single customer. Our railcar cleaning segment revenues increased approximately $100,000
comparing the nine months ended September 30, 2014 to the nine months ended September 30, 2013, and the increase is attributable to an increase in the number of railcars. Our
environmental solutions segment revenue was fairly flat comparing 2014 to 2013, with $2.75 million in 2013 compared to $2.77 million in 2014. We generated licensing and
placement fees of $59,400 and freight revenue of $40,000 from our solid waste disposal segment as a result of the delivery of two CoronaLux ™ units in 2014. The solid waste
disposal segment has received $413,000 in non-refundable fees which are being recognized as revenue ratably over the initial five year term of the agreements.
 

Operating costs, which include cost of products, cost of services and selling, general and administrative (SG&A) expenses, were $12.4 million for the nine months ended
September 30, 2014 compared to $9.1 million for the nine months ended September 30, 2013. The $3.3 million increase in operating costs is the result of an increase in service costs
by $1.4 million due to an increase in service revenues of $3 million and SG&A which increased $1.5 million comparing 2013 to 2014. Service costs as a percentage of service
revenues were 65% for the nine months ended September 30, 2014 and 75% for the nine months ended September 30, 2013. The significant improvement is due to utilization of
owned equipment rather than renting equipment and the full utilization of our employee workforce. As a result of the backlog of work there is essentially no service employee down
time and all service employee time is billed. Product costs as a percentage of product revenues increased from 67% in 2013 compared to 73% in 2014 primarily due to recurring
product sales that typically have lower margins than the normal one-time long term project margins that have higher margins. Licensing costs were $227,700 in 2014 and $0 in 2013
due to an increase in personnel to support the placement of CoronaLux ™ units with customers. SG&A expense increased from approximately $2.8 million for the nine months ended
September 30, 2013, to approximately $4.2 million for the nine months ended September 30, 2014. The increase in 2014 compared to 2013 is primarily due to; i) an increase in
common stock issued for services in 2014, $550,000, for which there was only $60,000 in 2013, ii) stock option expense of $180,000 in 2014 compared to $17,000 in 2013, iii) an
increase in professional fees of approximately $100,000 comparing 2013 to 2013, and iv) an increase in salaries and wages of $480,000 in 2014 compared to 2013. Salaries and wages
(including bonuses), the single largest component of SG&A, increased from approximately $1.1 million for the nine months ended September 30, 2013 to approximately $1.6 million
the nine months ended September 30, 2014. Most of the increase in salaries and wages in 2014 was due to an increase in staff to support the medical waste segment and he addition of
an executive VP. The increase in certain SG&A costs, as noted above were partially offset by a reduction in research and development costs. The reduction in research and
development costs, which were approximately $167,000 in 2013 and approximately$56,000 in 2014, is primarily the result of the transition of the CoronaLux™ unit from
development/prototyping stage throughout most of 2013 to a fully developed production unit approximately September 2013. Research and development costs in 2014 included
adaptations of the solid waste technology to other industries other than medical waste.
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Total non-operating other income (expense), net was $(20,300) for the nine months ended September 30, 2014 compared to $(46,400) for the nine months ended September 30,

2013. The decrease in 204 compared to 2013 is primarily due to a reduction in interest expense because of a reduction in interest bearing debt both in 2014 and late 2013.
 

There is no provision for income taxes for both the nine months ended September 30, 2014 and 2013, due to our net losses for both periods.
 
Net loss, before non-controlling interest, for the nine months ended September 30, 2014 was $472,800 compared to a net loss, before non-controlling interest, of $426,000 for the

nine months ended September 30, 2013. The net loss attributable to SEER after deducting $281,700 for the non-controlling interest was $191,100 for the nine months ended
September 30, 2014 as compared to $259,400, after deducting $166,600 in non-controlling interest for the nine months ended September 30, 2013. As noted above, the substantial
increase in revenue in 2014 compared to 2013 was offset by SG&A expenses as noted above, including $760,000 in stock based compensation (a non-cash expenditure), and a
$290,000 increase in salaries and wages comparing the nine months ended September 30, 2014 to the nine months ended September 30, 2013.
 
Changes in Cash Flow
 
Operating Activities
 

Net cash used in operating activities for the nine months ended September 30, 2014 was $35,700 compared to net cash used in operating activities for the nine months ended
September 30, 2013 of $228,800. Cash used in operating activities is driven by our net loss and adjusted by non-cash items as well as changes in operating assets and liabilities. Non-
cash adjustments primarily include depreciation, amortization of intangible assets, stock based compensation expense and gain on extinguishment of debt. The net loss in 2014 of
$472,800 was more than offset by non-cash adjustments totaling $1,091,900. Stock based compensation increased significantly comparing September 30, 2013 to September 30, 2014
primarily as a result of the issuance of 500,000 shares of common stock for services valued at $550,000. A significant increase in revenues in the third quarter of 2014 compared to
third quarter 2013 resulted in an increase in trade accounts receivable of approximately $1,130,000. Accounts payable and accrued expenses increased in 2014 compared to 2013
because of the significant increase in revenues that increased payables to trade vendors. For the nine months ended September 30, 2014 we had an increase in deferred revenue of
$353,800 which represents non-refundable payments from PWS licensees for which revenue has not yet been recognized, we had no such amounts in 2013. (See Note 7 to the
Condensed Consolidated Financial Statements) In addition, in 2014 we received deposits totaling $331,100 primarily from licensees for CoronaLux™ units that had not yet been
delivered at September 30, 2014 and there were no such deposits in 2013.
 
Investing activities
 

The increase in net cash used in investing activities in 2014 compared to 2013 is primarily attributable to construction of several CoronaLux™ units by PWS for placement of
these units with licensees to allow them to commence waste destruction operations. The capital expenditures in 2013 were to support the increase in revenues by our service segment
and the commencement of construction of two CoronaLux™ units. Our capital expenditures, excluding intangibles, were $2.9 million and $355,800 for the nine months ended
September 30, 2014 and 2013, respectively, of which approximately $2.5 million was for the construction of CoronaLux™ units. We have been able to invest in equipment and build
CoronaLux ™ units as a result of raising capital through the sale of common stock.
 
Financing Activities
 

Net cash provided by financing activities was approximately $1.3 million for the nine months ended September 30, 2014 compared to $831,600 for nine months ended September
30, 2013. The increase is attributable to a i) the completion of a private placement of common stock and warrants of $776,000 and ii) the exercise of warrants that resulted in proceeds
of $662,000 for the nine months ended September 30, 2014 compared to proceeds of $785,300 from the sales of common stock and warrants for the nine months ended September 30
2013. The increase in payment of notes payable and capital lease obligations was due to the payoff of a note payable in the amount of $105,000 and regular payments of capital leases
obligations.
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Critical Accounting Policies, Judgments and Estimates
 
Use of Estimates
 

The preparation of these consolidated financial statements in conformity with accounting principles generally accepted in the United States (U.S. GAAP) requires management to
make a number of estimates and assumptions related to the reported amount of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the period. Significant items subject to such estimates and assumptions include the
carrying amount of intangible assets; valuation allowances and reserves for receivables, inventory and deferred income taxes; revenue recognition related to contracts accounted for
under the percentage of completion method; share-based compensation; and loss contingencies, including those related to litigation. Actual results could differ from those estimates.
Accounts Receivable and Concentration of Credit Risk
 

Accounts receivable are recorded at the invoiced amounts less an allowance for doubtful accounts and do not bear interest. The allowance for doubtful accounts is based on our
estimate of the amount of probable credit losses in our accounts receivable. We determine the allowance for doubtful accounts based upon an aging of accounts receivable, historical
experience and management judgment. Accounts receivable balances are reviewed individually for collectability, and balances are charged off against the allowance when we
determine that the potential for recovery is remote. An allowance for doubtful accounts of approximately $74,600 and $76,000 has been reserved as of September 30, 2014 and
December 31, 2013, respectively.

 
We are exposed to credit risk in the normal course of business, primarily related to accounts receivable. Our customers operate primarily in the oil production and refining, rail

transport, biogas generating and wastewater treatment industries in the United States. Accordingly, we are affected by the economic conditions in these industries as well as general
economic conditions in the United States. To limit credit risk, management periodically reviews and evaluates the financial condition of its customers and maintains an allowance for
doubtful accounts. As of September 30, 2014 and December 31, 2013, we do not believe that we have significant credit risk.

 
Fair Value of Financial Instruments
 

The carrying amounts of our financial instruments, including accounts receivable and accounts payable, are carried at cost, which approximates their fair value due to their short-
term maturities. We believe that the carrying value of notes payable with third parties, including their current portion, approximate their fair value, as those instruments carry market
interest rates based on our current financial condition and liquidity. We believe the amounts due to related parties also approximate their fair value, as their carried interest rates are
consistent with those of our notes payable with third parties.
 
Long-lived Assets

We evaluate the carrying value of long-lived assets for impairment on an annual basis or whenever events or changes in circumstances indicate that the carrying amounts may not
be recoverable. An asset is considered to be impaired when the anticipated undiscounted future cash flows of an asset group are estimated to be less than its carrying value. The
amount of impairment recognized is the difference between the carrying value of the asset group and its fair value. Fair value estimates are based on assumptions concerning the
amount and timing of estimated future cash flows. No impairment was determined as of September 30, 2014 and December 31, 2013.
 
Revenue Recognition

We recognize revenue related to contract projects and services when all of the following criteria are met: (i) persuasive evidence of an agreement exists, (ii) delivery has occurred
or services have been rendered, (iii) the sales price is fixed or determinable, and (iv) collectability is reasonably assured. Our revenue is primarily comprised of services related to
industrial cleaning and railcar cleaning, which we recognize as services are rendered.

23



 

 
 

Product revenue generated from projects, which include the manufacturing of products, for removal and treatment of hazardous vapor and gasses is accounted for under the
percentage-of-completion method for projects with durations in excess of three months and the completed-contract method for all other projects. Total estimated revenue includes all
of the following: (1) the basic contract price (2) contract options and (3) change orders. Once contract performance is underway, we may experience changes in conditions, client
requirements, specifications, designs, materials and expectations regarding the period of performance. Such changes are "change orders" and may be initiated by us or by our clients.
In many cases, agreement with the client as to the terms of change orders is reached prior to work commencing; however, sometimes circumstances require that work progress
without obtaining client agreement. Revenue related to change orders is recognized as costs are incurred if it is probable that costs will be recovered by changing the contract price.
The Company does not incur pre-contract costs. Under the percentage-of-completion method, we recognize revenue primarily based on the ratio of costs incurred to date to total
estimated contract costs. Provisions for estimated losses on uncompleted contracts are recorded in the period in which the losses are identified and included as additional loss.
Provisions for estimated losses on contracts are shown separately as liabilities on the balance sheet, if significant, except in circumstances in which related costs are accumulated on
the balance sheet, in which case the provisions are deducted from the accumulated costs. A provision as a liability is reported as a current liability.

For contracts accounted for under the percentage-of-completion method, we include in current assets and current liabilities amounts related to construction contracts realizable
and payable. Costs and estimated earnings in excess of billings on uncompleted contracts represent the excess of contract costs and profits recognized to date over billings to date, and
are recognized as a current asset. Billings in excess of costs and estimated earnings on uncompleted contracts represents the excess of billings to date over the amount of contract costs
and profits recognized to date, and are recognized as a current liability.

The Company’s revenues from license agreements are recognized as a single accounting unit over the term of the license.  In accordance with ASC 605, for revenues which
contain multiple deliverables, the Company separates the deliverables into separate accounting units if they meet the following criteria: (i) the delivered items have a stand-alone
value to the customer; (ii) the fair value of any undelivered items can be reliably determined; and (iii) if the arrangement includes a general right of return, delivery of the undelivered
items is probable and substantially controlled by the seller.  Deliverables that do not meet these criteria are combined with one or more other deliverables into one accounting unit. 
Revenue from each accounting unit is recognized based on the applicable accounting literature, primarily ASC 605.
 

The Company has five-year licensing agreements with two companies in which the Company amortizes the various fees on a straight-line basis over the five-year life of the
agreement.
 
Stock-based Compensation
 

We account for stock-based awards at fair value on the date of grant, and recognize compensation over the service period that they are expected to vest. We estimate the fair
value of stock options and stock purchase warrants using the Black-Scholes option pricing model. The estimated value of the portion of a stock-based award that is ultimately
expected to vest, taking into consideration estimated forfeitures, is recognized as expense over the requisite service periods. The estimate of stock awards that will ultimately vest
requires judgment, and to the extent that actual forfeitures differ from estimated forfeitures, such differences are accounted for as a cumulative adjustment to compensation expenses
and recorded in the period that estimates are revised.
 
Recently issued accounting pronouncements
 

In the first quarter of 2013, the Company adopted guidance issued by the Financial Accounting Standards Board (the "FASB") that simplifies how an entity tests indefinite-lived
intangibles for impairment. The amended guidance allows companies to first assess qualitative factors to determine whether it is more-likely-than-not that an indefinite-lived
intangible asset is impaired as a basis for determining whether it is necessary to perform the quantitative impairment test. The adoption of this guidance had no impact on the
Company’s financial position and results of operations.
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In July 2013, the FASB issued ASU No. 2013-11, Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar
Tax Loss, or a Tax Credit Carryforward Exists. ASU No. 2013-11 requires that entities with an unrecognized tax benefit and a net operating loss carryforward or similar tax loss or
tax credit carryforward in the same jurisdiction as the uncertain tax position present the unrecognized tax benefit as a reduction of the deferred tax asset for the loss or tax credit
carryforward rather than as a liability, when the uncertain tax position would reduce the loss or tax credit carryforward under the tax law, thereby eliminating diversity in practice
regarding this presentation issue. This new guidance is effective prospectively for annual reporting periods beginning on or after December 15, 2013, although retrospective
application in permitted. The adoption of this guidance on January 1, 2014 had no impact on the Company’s financial position and results of operations.
 

In May 2014, the Financial Accounting Standards Board (FASB) issued guidance creating Accounting Standards Codification (“ASC”) Section 606, “Revenue from Contracts
with Customers”.  The new section will replace Section 605, “Revenue Recognition” and creates modifications to various other revenue accounting standards for specialized
transactions and industries.  The section is intended to conform revenue accounting principles with a concurrently issued International Financial Reporting Standards with previously
differing treatment between United States practice and those of much of the rest of the world, as well as, to enhance disclosures related to disaggregated revenue information.  The
updated guidance is effective for annual reporting periods beginning on or after December 15, 2016, and interim periods within those annual periods.  The Company will adopt the
new provisions of this accounting standard at the beginning of fiscal year 2017, given that early adoption is not an option.  The Company will further study the implications of this
statement in order to evaluate the expected impact on the consolidated financial statements.
 
Item 3: Quantitative and Qualitative Disclosures About Market Risk
 

Not Applicable.
 
Item 4. Controls and Procedures
 
Evaluation of Disclosure Controls and Procedures
 

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our filings with the Securities and Exchange Commission
(SEC) are recorded, processed, summarized and reported within the time period specified in the SEC’s rules and forms, and that such information is accumulated and communicated
to management, including our chief executive officer and chief financial officer, or persons performing similar functions, as appropriate, to allow timely decisions regarding required
disclosure based on the definition of “disclosure controls and procedures” as defined in Rule 13a-15(e) promulgated under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”).
 

As of the end of the period covered by this report, and under the supervision and with the participation of our management, including our Chief Executive Officer and the person
performing the similar function as Chief Financial Officer, we evaluated the effectiveness of the design and operation of these disclosure controls and procedures. Based on this
evaluation and subject to the foregoing, our Chief Executive Officer and Acting Chief Financial Officer concluded that our disclosure controls and procedures were effective.

Changes in Internal Control over Financial Reporting
 

There have been no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15 (f) under the Exchange Act) during the quarter
ended September 30, 2014 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
 
ITEM 1. Legal Proceedings

 
From time to time, the Company may become a party to legal actions or proceedings in the ordinary course of its business.  As of September 30, 2014, there were no other such

actions or proceedings, either individually or in the aggregate, that, if decided adversely to the Company’s interests, the Company believes would be material to its business.

ITEM 1A. Risk Factors
 

Please review our report on Form 10-K Part 1, Item 1A for a complete statement of “Risk Factors” that pertain to our business.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.
 

During the period January 1, 2014 through September 30, 2014 the Company (i) issued 1,155,000 shares of common stock in connection with the sale of common stock to
accredited investors receiving gross proceeds of $825,000 (ii) issued 1,324,000 shares of common stock in connection with the exercise of warrants, resulting in proceeds of $662,000,
(iii) issued 472,841 shares of common stock in connection with the cashless exercise of 796,700 nonqualified stock options, (iii) issued 500,000 shares of common stock for services
valued at $550,000, iv) issued 1,000,000 shares of common stock for intellectual property valued at approximately $1.1 million and v) issued 1,200,000 shares of common stock for
an equity interest in a related entity valued at approximately $1.2 million.

 
The issuance of these shares of our common stock described above was pursuant to the exemption from registration provided by Section 4(2) of the Securities Act of 1933, as

amended and related state private offering exemptions. All of the investors were Accredited Investors as defined in the Securities Act who took their shares for investments purposes
without a view to distribution and had access to information concerning the company and its business prospects, as required by the Securities Act.
 

In addition, there was no general solicitation or advertising for the purchase of these shares. All certificates for these shares issued pursuant to Section 4(2) contain a restrictive
legend. Finally, our stock transfer agent has been instructed not to transfer any of such shares unless such shares are registered for resale or there is an exemption with respect to their
transfer.
 
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION
None
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ITEM 6. EXHIBITS
 

EXHIBIT INDEX
  3.1  Articles of Incorporation, dated February 13, 2002 (1)
  3.2  Amendment to the Articles of Incorporation, dated December 19, 2007, changing the name and effecting a reverse (1)
  3.3  Bylaws of the corporation, effective February 13, 2002 (1)
  4.1  $225,000 Convertible Note and Note Agreement of the Corporation, issued February 14, 2012 (2)
  4.2  Form of Warrant, having a 3-year life with $0.50 exercise price (1)
  4.3  Form of Warrant, having a 5-year life with $0.50 exercise price (1)
10.1  Agreement for acquisition of MV, dated June 13, 2008 (1)
10.2  Agreement for acquisition of intellectual property from Black Stone Management Services, LLC, dated August 10, 2011 (1)
10.3  Agreement for Merger with Satellite Organizing Solutions, Inc. (1)
10.4  Consulting Agreement between the Company and Monty R. Lamirato, dated October 8, 2013 (3)
10.5  Irrevocable License and Royalty Agreement between the Company and Paragon Waste Solutions, LLC, dated March 21, 2012 (3)
10.6  SEER 2013 Equity Incentive Plan (4)
10.7  Form of Option Grant SEER 2013 Equity Incentive Plan (4)
10.8  Equity Purchase Agreement – Sterall LLC
14.1  Code of Ethics (1)
21.1  Subsidiaries of Registrant (1)
31.1*  Certification of Principal Executive Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934
31.2**  Certification of Principal Financial Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934
32.1**  Certification of Principal Executive Officer ) pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
32.2*  Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
101.INS**  XBRL Instance Document
101.SCH**  XBRL Taxonomy Extension Schema Document
101.CAL**  XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF**  XBRL Taxonomy Extension Definition Linkbase Document
101.LAB**  XBRL Taxonomy Extension Label Linkbase Document
101.PRE**  XBRL Taxonomy Extension Presentation Linkbase Document

 
 

(1)                 Incorporated by reference to the Company’s Report on Form 10 filed May 21, 2013.
(2)                 Incorporated by reference to the Company’s Report on Form 10 Amendment No. 1 filed July 23, 2013.
(3)                 Incorporated by reference to the Company’s Report on Form 10-Q filed November 14, 2013
(4)                 Incorporated by reference to the Company’s Report on Form 10-K filed March 27, 2014

* Filed herewith
** This certification is deemed not 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 into any filing under the Securities Act of 1933, as amended, or the Exchange Act.
*** Pursuant to applicable securities laws and regulations, these interactive data files will not be deemed “filed” for the purposes of Section 18 of the Securities and Exchange Act of
1934 or otherwise subject to the liability of that section, nor will they be deemed filed or made a part of a registration statement or prospectus for purposes of Sections 11 and 12 of
the Securities Act of 1933, or otherwise subject to liability under those sections.
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SIGNATURES
 
Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the registrant has duly caused this registration statement to be signed on its behalf by the
undersigned, thereunto duly authorized.
 
Dated:  November 13, 2014 STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.

By /s/ J. John Combs
 J. John Combs III

Chief Executive Officer with
Responsibility to sign on behalf of Registrant as a
Duly authorized officer and principal executive officer

By /s/ Monty Lamirato
Monty Lamirato
Chief Financial Officer with
responsibility to sign on behalf of Registrant as a
duly authorized officer and principal financial officer
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Exhibit 10.8
 

EQUITY PURCHASE AGREEMENT
 
 
 

For the Purchase of the Membership Interests of
 
 
 

STERALL, LLC

by and among
 
 
 

HANNAHS VALUE INVESTORS, LLC
as Seller

 
 

and
 
 
 

STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.,
 
 

as Buyer
 
 

as of September 12, 2014

 



 

 

EQUITY PURCHASE AGREEMENT
 

This Equity Purchase Agreement (this "Agreement") is made as of September 1 2 , 2014, by and among
Strategic Environmental & Energy Resources, Inc., a corporation organized and existing under  the laws of the State of
Nevada ("SEER" or "Buyer"), Hannahs Value Investors, LLC  ("Seller") an entity formed under  the laws of the State
of Delaware and Sterall, LLC, an entity formed under the laws of the state of Delaware  ("Sterall"). Buyer and Seller
are sometimes referred to herein  individually, as a "Patty" and collectively, as the "Parties."
 

WHEREAS, the SEER and Sterall have entered into that certain Exclusive Use License & Joint Operations
Agreement dated September 12, 2013, and
 

WHEREAS, Sterall has and continues to expend significant capital and resources for the development of the
medical waste collection and treatment business in Florida and elsewhere, and
 

WHEREAS, Sterall has ordered 10 CoronaLux™ systems for licensed use to destroy medical waste, and
 

WHEREAS, Sterall has taken delivery of two of the ordered units, and
 

WHEREAS, SEER has and continues to expend significant capital and resources to assist  Sterall in its efforts
to develop the medical waste collection ad treatment business in Florida and elsewhere, and
 

WHEREAS, the Parties desire to continue to work together in order to most efficiently and effectively
establish commercial operations, and
 

WHEREAS, Seller desires to sell, and Buyer desires to purchase, for the consideration and on the terms set
forth in this Agreement,  membership interests of Sterall, which constitutes fifteen percent (15%) of the  issued and
outstanding Sterall Membership Interests (the "Purchased Interests").
 

NOW THEREFORE, for and in consideration of the premises, the mutual promises, covenants and
agreements contained herein, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, each of the Parties, intending  to be legally bound, hereby agrees  as follows:
 
1. SALE AND PURCHASE OF PURCHASED UNITS; CLOSING
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1.1 PURCHASE OF PURCHASED UNITS

Subject to the terms and conditions of this Agreement, on the Closing Date Seller agrees to sell, irrevocably
transfer and deliver the Purchased Membership Interests to Buyer, and Buyer will purchase and assume  full
ownership and control of the Purchased  Membership Interests from Seller, free and  clear of any and all
Encumbrances.
 
1.2 CONSIDERATION SHARES

Subject to the terms and conditions of this Agreement, in consideration of the sale, transfer and delivery to
Buyer of the Purchased Membership Interests, Buyer will on the Closing Date transfer, assign and deliver to Seller, or
its assign, designee, or agent, one million five hundred thousand  (1,200,000) shares (the " Consideration Shares") of
restricted common stock in Buyer (OTC:SENR). For purposes of this Agreement, the Parties  agree that the value of
the Purchased Units is at least equivalent to the value of the Consideration Shares. Upon the consummation of the
Contemplated Transactions, there will  be a total of 150 outstanding membership interests in  Sterall, and Buyer will  be
issued and own 22.5 membership interests, which shall constitute fifteen percent (15%) of  the total issued and
outstanding membership interests of Seller.
 
1.3 CLOSING

(a)         Subject to the satisfaction and/or waiver of all conditions to Closing set fo1th in Article 6 hereof (other
than those conditions which can be satisfied only by  the delivery of documents at Closing), the purchase and sale of
the Purchased Membership Interests provided for in this Agreement will be consummated  at a closing (the "Closing")
on September 9, 2014, or at  such other time and place  as the Patties may agree in  writing.
 

(b)         Any representations or warranties made by either party are made to the best of that party's knowledge
that are known, or could  or should have been known based upon reasonable efforts or due diligence.
 
1.4 CLOSING OBLIGATIONS

At the Closing or as soon thereafter as may be reasonable:
 

(a)                Seller will deliver to Buyer:
 

(i)                     An updated operating agreement representing the Purchased membership interests owned by
Buyer, duly endorsed with such other formalities as may be required under applicable Legal Requirements and
otherwise in form reasonably acceptable to Buyer for valid transfer  of full title of the Purchased  membership interests
to Buyer and for Buyer to assume full ownership and control of the Purchased membership interests;
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(ii)                    copies of any Consents (or waivers in lieu thereof) required of Seller and the Company in
order to consummate the Contemplated Transaction;
 

(iii)                  such other documents, instruments and certificates as may be required or the Buyer may
reasonably request.
 

(b) Buyer will deliver to Seller, for delivery of the Purchased Units:
 

(i)                     the Consideration Shares, duly endorsed (or accompanied by duly executed powers) with
such other formalities as may be required under applicable legal requirements and otherwise in  form reasonably
acceptable to Seller for valid transfer of full title of the Consideration Shares to Seller and for Seller to assume full
ownership and control of the Consideration Shares;
 

(ii)                   such other documents, instruments and certificates as may be required or Seller  may
reasonably request.
 
2 REPRESENTATIONS AND WARRANTIES OF SELLER
 

Seller hereby represents and warrants to Buyer, as of the Closing Date and the date the Purchased Membership
interests are delivered to Buyer, as  follows:
 
2.1 ORGANIZATION AND GOOD STANDING
 

(a)                 The Company is a limited liability company duly organized, validly existing and in good standing
under the laws of the State of Delaware, with  corporate power and authority to conduct  its business as it is now being
conducted, and to own or use the properties and  assets that it purports  to own or use.
 

(b)                 Sterall shall deliver to Buyer true and correct copies of the Organizational Documents of the
Company, including the Operating Agreement among the members.
 
2.2 AUTHORITY;  NO CONFLICT
 

(a)                 Seller has the corporate power and authority to consummate the Contemplated Transactions. The
Contemplated Transactions have been duly authorized by the Seller and  by the Managing Member(s) of  the Company
and no other corporate action on the part of Seller is necessary to consummate the Contemplated  Transactions.
 

(b)                 The Contemplated Transactions are legal, valid and binding transactions that, to the knowledge of
Seller, are not and will not become subject to any claims of any creditors of any Seller for any reason.
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(c)                 The execution, delivery and performance of this Agreement and the consummation of the

Contemplated Transactions will not:
 

(i)     conflict with or result in a breach of any provision of the Organizational Documents of the Seller;
 

(ii)   conflict with or result in a breach of, or give any governmental body or other person the right to
exercise any remedy or obtain any  relief under, any legal  requirement or any order  or material agreement  to which
Seller may be subject;
 

(iii) require any consent obtained from, approval of, authorization of, or qualification with any shareholder,
sponsor or creditor of Seller, or  any other person or governmental body, by Seller which  has not been obtained as of
the date of this Agreement.
 
 
2.3 CAPITALIZATION
 

(a)                 Upon the closing of this transaction there will be a total of 150 membership interests outstanding in
Sterall. None of the Sterall Units were issued in violation of any legal requirement  or in violation of the  preemptive
rights of any person, and the Sterall Units were duly authorized and validly issued and  are fully paid and non-
assessable.
 
2.4 LEGAL PROCEEDINGS; ORDERS
 

(a)                 There are no pending proceeding, and to the knowledge of Seller, any threatened proceeding that
could reasonably be expected to have a material adverse effect and the Seller is not subject to any order that relates to
the Purchased Units, the facilities, the business or the contemplated transactions.
 
2.5 BROKERS OR FINDERS
 

Seller has not entered into any agreement or arrangement entitling any agent, broker, investment banker,
financial advisor or other firm or person to any broker's  or finder's fee or any other commission or similar fee in
connection with the Contemplated Transactions.
 
2.6 COMPLIANCE WITH  LAWS
 

Except as would not, individually or in the aggregate, be reasonably expected to have a material adverse
effect, the Seller is, and at all times has been, in full compliance with all legal requirements and all orders of any
governmental body applicable to it and  its assets.
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2.7 PERMITS

 
Except as would not, individually or  in the aggregate, be reasonably expected to have a material adverse effect

the Seller holds, has received or reasonably  expects to receive all permits, registrations,  notifications, licenses,
ce1tificates, and other authorizations, consents and approvals of all governmental bodies required  of it in order for the
Seller to own, operate and maintain its facilities  and to operate its business (collectively, "Permits");
 

(a) the Company is, and at all times has been, in full compliance with all such Permits;  and
 

(b) All statements, asse1tions and calculations in any application for a Permit were and remain true and accurate in
all material respects.

 
2.8 LITIGATION
 

(a)                 Except as would not, individually or in the aggregate, be reasonably expected to have a material
adverse effect, there is no claim, action, proceeding or  investigation or inquiry pending or, to  Sellers' knowledge,
threatened, against or relating to Seller before any arbitrator or governmental  body, and no order of any court,
arbitrator or governmental  body; and
 

(b)                 To Sellers' knowledge, no event has occurred or circumstance exists that may give rise to or serve as
a basis for the commencement of any such claim, action, proceeding, investigation or inquiry.
 
2.9 TAX MATTERS
 

Except for the matters that would not, individually or in the aggregate, be reasonably expected to have a
material adverse effect:
 

(a)                 for all periods ending prior to or on the Closing Date, all tax returns required to be filed by or with
respect to Sterall have been or will be timely filed with the appropriate taxing authorities in all  jurisdictions in which
such tax returns are required to be  filed, regardless of when such tax  returns are required  to be filed;
 

(b)                 for all periods ending prior to or on the Closing Date, such tax returns are or will be true and correct
in all material respects, and all  Taxes legally due on or prior to the Closing
 
Date have been or will be timely paid; and

 
(b)                   there are no audits, disputes, claims, assessments, deficiency notices, levies, administrative proceedings, or

lawsuits pending, or to the knowledge of Seller, threatened against or with respect to Seller by any taxing authority.
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2.10 INSURANCE

The facilities and the tangible assets of the Seller are or will be covered by insurance policies and with reasonable
coverages, limits and deductibles in accordance with industry standards. Such coverages, limits and deductibles will continue to
be in full force and effect for all periods subsequent to Closing Date.
 
2.11 INVESTMENT INTENTION

Seller is acquiring the Consideration Shares for its own account, for investment purposes only and not with a view to the
distribution (as such term is used in Section 2(11) o f the Securities Act of 1933, as amended (the "Securities Act"). Seller
understands that the Consideration Shares have not been registered under the Securities Act, and cannot be sold unless
subsequently registered under the Securities Act or an exemption from such registration is available.
 
3 REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Sellers, as of the date hereof and as of the Closing Date, as follows:
 
3.1 ORGANIZATION AND GOOD STANDING

Buyer is a corporation duly organized, validly existing and in good standing under the laws of the State of Nevada, with
corporate power and authority to conduct its business as it is now being conducted, and to own or use the properties and assets
that it purports to own or use.

 
 
3.2 AUTHORITY; NO CONFLICT
 

(a) Buyer has the corporate power and authority to consummate the Contemplated Transactions. The Contemplated
Transactions have been duly authorized by the Board of Directors of Buyer and no other corporate action on the
part of Buyer is necessary to consummate the Contemplated Transactions.

 
(b) This Agreement has been duly and validly executed and delivered by Buyer and, assuming the due and valid

authorization, execution and delivery thereof by Sellers, is a valid and binding obligation of Buyer, enforceable
against Buyer in accordance with its terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors' rights, general equitable
principles (regardless of whether such enforceability is considered in a proceeding in equity or at law).

 
(c) The execution, delivery and performance of this Agreement a n d the consummation of the Contemplated

Transactions will not:
 

(i) conflict with or result in a breach of any provision of the Organizational Documents of Buyer;
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(ii) conflict with or result in a breach of, or give any Governmental Body or other Person the right to
exercise any remedy or obtain any relief under, any Legal  Requirement or any Order or material
agreement to which Buyer may be subject; or

 
(iii)                 require any Consent obtained from, approval of, authorization of, or qualification with any
shareholder, sponsor or creditor Buyer, or any other Person or Governmental Body, by Buyer.

 
3.3 LEGAL PROCEEDINGS

There is no pending Proceeding that could reasonably be expected to have a Material Adverse  Effect on
Buyer or any of the Contemplated Transactions and to the knowledge of Buyer, no such Proceeding has been
Threatened.

 
3.4 INVESTIGATION BY BUYER; SELLERS' LIABILITY

Buyer has conducted its own independent investigation, review and analysis of the business, operations, assets,
liabilities, results of operations, financial condition, technology and prospects of the Seller, which investigation,
review and analysis was done by Buyer and, to the extent Buyer deemed appropriate, by Buyer's  Representatives
based on information made available by Seller to the Buyer. Buyer acknowledges that it and  its representatives have
been provided adequate access to the personnel,  properties, premises and records of the Seller for  such purpose.
 
3.5 BROKERS OR FINDERS

Buyer has not entered into any agreement or arrangement entitling any agent, broker, investment banker, financial
advisor or other firm or Person  to any broker's or finder's fee or any other commission or similar fee in connection
with the Contemplated Transactions.

 
4 GENERAL PROVISIONS
 
4.1 EXPENSES

Except as otherwise expressly provided in this Agreement, each Party to this Agreement will bear its
respective expenses incurred in connection with the preparation, execution and performance of  this Agreement and
the Contemplated Transactions, including all  fees and expenses of agents, representatives, counsel and accountants.
Sellers will cause the Company not to incur any out-of-pocket expenses in connection  with this Agreement.
 
4.2 FURTHER ASSURANCES
Buyer and Sellers agree (a) to furnish upon request to each other such further information,  (b) to execute and deliver
to each other such other  documents, and (c) to do such other acts and things, in each case, all  as the other Party or
Parties may reasonably request for the purpose of carrying out the intent of this Agreement and the  Contemplated
Transactions.
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4.3 ENTIRE AGREEMENT AND MODIFICATION

This Agreement supersedes all prior agreements (whether oral or in writing) by and among  the Parties with respect
to its subject matter and constitutes (along with the documents referred  to in this Agreement)  a complete and
exclusive statement of the terms  of the agreement among the  Parties with respect to its subject matter  and is not
intended to confer any  rights or remedies upon any Person  other than the Parties. This Agreement may not be
amended except by a written agreement executed  by Buyer and Sellers.
 
4.4               ARBITRATION

Buyer and Sellers hereby agree that all disputes arising out of or in connection with this Agreement or the
Breach, termination or validity thereof ("Dispute") shall be finally settled under the Rules of Arbitration of the
American Arbitration Association ("AAA"), then in effect (the "Rules") by  one (1) arbitrator. The hearing  shall take
place in Denver, Colorado. The award may include an  award of interest, legal  fees and costs  of the arbitration. The
award shall be final, binding and conclusive upon the Parties. Each Party  shall have the right to have the award
enforced by any court of competent jurisdiction.

 
4.5 ASSIGNMENTS, SUCCESSORS, AND NO THIRD-PARTY RIGHTS

Neither Buyer nor Sellers may assign any of its rights under this Agreement without the prior written consent
of the other Party or Patties, except that Buyer may assign any of its rights under this Agreement to any Affiliate or
Subsidiary of Buyer without such consent of Sellers. Subject to the preceding sentence, this Agreement will apply to,
be binding in all respects upon, and inure to the benefit  of the successors and permitted assigns of, the Parties.
Nothing expressed or referred to in  this Agreement will  be construed to give any Person other than the Patties any
legal or equitable right, remedy or claim under or with respect  to this Agreement or any provision of  this Agreement.
This Agreement and all of its provisions and conditions are for the sole and exclusive benefit  of the Parties and their
permitted successors and assigns.

 
4.6 SEVERABILITY

If any provision of this Agreement is determined to be void, illegal, invalid, unenforceable or contrary to
public law or policy, the other provisions  of this Agreement  shall remain in full force and effect. Any provision of
this Agreement so determined to be void, illegal, invalid, unenforceable or contrary to public law or policy only in
part or degree shall not affect the validity or enforceability of the remaining provisions of this Agreement.

 
4.7 GOVERNING LAW

This Agreement will be governed by the laws of the State of Colorado without regard to conflicts of laws principles.
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4.8 COUNTERPARTS
This Agreement may be executed in one or more counterparts, each of which will be deemed to be an original copy
of this Agreement and all of which, when  taken together, will be deemed to constitute one and the same  agreement.
 
4.9 CONFLICT BETWEEN AGREEMENT AND ATTACHMENTS, ETC.

In the event of conflict between this Agreement and the Exhibits and Schedules attached to this Agreement,
this Agreement shall prevail.

 
4.10 EXHIBITS AND SCHEDULES
 

All Exhibits and Schedules to this Agreement, if any, form part of this Agreement.
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IN W1TNESS WHEREOF, the Parties have executed and delivered this Agreement as of  the date first above written.

"Buyer":

STRATEGIC ENVIRONMENTAL & ENERGY RESOURCES, INC.
 
 
By: /s/ J John Combs III
Name: J. John Combs III
Title: Chief Executive Officer
 
 
 
"Sellers"
 
Hannahs Value Investors LLC
 
By: /s/ Gerald Hannahs
Name: Gerald Hannahs
Title: Managing Member

STERALL, LLC



 
 
EXHIBIT 31.1

 
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
 

I, J. John Combs, certify that:
 

1.                                       I have reviewed this Form 10-Q for the period ended September 30, 2014, of Strategic Environmental & Energy Resources, Inc.;
 

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

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

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

 
(a)                 Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the Registrant, including its consolidated Subsidiary, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

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

(c)                 Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

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

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

 
(a)                                  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and
 
(b)                                 Any fraud, whether or not material, that involves management or other employees who have a significant role in the

Registrant’s internal control over financial reporting.
 

Dated:  November 13, 2014  
/s/ J. John Combs
J. John Combs III
Chief Executive Officer

 
 
 



EXHIBIT 31.2
 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, Monty Lamirato, certify that:

 
1.                                       I have reviewed this Form 10-Q for the period ended September 30, 2014, of Strategic Environmental& Energy Resources, Inc.;

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

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

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

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

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

(g)                 Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

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

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

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

(b)                                 Any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal control over financial reporting.

 
Dated:  November 13, 2014

/s/ Monty Lamirato
Monty Lamirato
Chief Financial Officer



EXHIBIT 32.1
 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
Pursuant to 18 U.S.C. 1350

(Section 906 of the Sarbanes-Oxley Act of 2002)
 

In connection with the Strategic Environmental& Energy Resources, Inc. (the “Company”) Quarterly Report on Form 10-Q for the period
ended September 30, 2014 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, J. John Combs,
Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, that, to the best of my knowledge:

 
(1)               The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2)               The information contained in the Report fairly presents, in all material respects, the consolidated financial condition and results of

operations of the Company.
 
 Dated: November 13, 2014

/s/ J. John Combs
J. John Combs III
President and Chief Executive Officer



EXHIBIT 32.2
 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
Pursuant to 18 U.S.C. 1350

(Section 906 of the Sarbanes-Oxley Act of 2002)
 

In connection with the Strategic Environmental & Energy Resources, Inc. (the “Company”) on Report on Form 10-Q for the period ended
September 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Monty Lamirato, Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that, to the best of my knowledge:

 
(3)               The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(4)               The information contained in the Report fairly presents, in all material respects, the consolidated financial condition and results of

operations of the Company.
 
 Dated: November 13, 2014

/s/ Monty Lamirato
Monty Lamirato
Chief Financial Officer
 


