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CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS
As a matter of policy, the Company does not provide forecasts of future financial performance. The statements made in this quarterly report on Form 10-Q, which are not
historical facts, are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended. Such forward-looking statements often contain or are prefaced by words such as "believe", "will" and "expect." These statements are based on current
expectations, estimates and projections about our business based, in part, on assumptions made by management. These statements are not guarantees of future performance and
involve risks, uncertainties and assumptions that are difficult to predict. As a result of a number of factors, our actual results could differ materially from those set forth in the
forward-looking statements. Certain factors that might cause the Company's actual results to differ materially from those in the forward-looking statements include, without
limitation, the negative effects of the Coronavirus Pandemic (“COVID-19”), including uncertainties regarding economic recovery and changed socioeconomic norms, general
business conditions, the demand for the Company's services, competitive market pressures, the ability of the Company to attract and retain qualified personnel for regular fulltime placement and contract assignments, the possibility of incurring liability for the Company's business activities, including the activities of its contract employees and events
affecting its contract employees on client premises, cyber risks, including network security intrusions and/or loss of information, and the ability to attract and retain qualified
corporate and branch management, as well as those risks discussed in the Company's Annual Report on Form 10-K for the year ended September 30, 2021, and in other
documents which we file with the Securities and Exchange Commission. See additional risk factors included below in Part II – Other Information, Item 1A. Any forwardlooking statements speak only as of the date on which they are made, and the Company is under no obligation to (and expressly disclaims any such obligation to) and does not
intend to update or alter its forward-looking statements whether as a result of new information, future events or otherwise.
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Part I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS (unaudited)
GEE GROUP INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)
(In Thousands)
December 31,
2021

ASSETS
CURRENT ASSETS:
Cash
Accounts receivable, less allowances ($363 and $286, respectively)
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Right-of-use assets
Other long-term assets
TOTAL ASSETS

$

$

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued compensation
Current Paycheck Protection Program Loans
Current operating lease liabilities
Other current liabilities
Total current liabilities
Deferred taxes
Noncurrent operating lease liabilities
Other long-term liabilities
Total long-term liabilities

$

September 30,
2021

12,127
21,231
860
34,218
1,083
61,293
13,740
3,598
1,001
114,933

$

2,375
4,904
1,646
4,718
13,643
486
2,634
586
3,706

$

$

9,947
23,070
668
33,685
765
63,443
14,754
3,920
1,022
117,589

2,257
6,413
16,741
1,681
4,065
31,157
591
3,006
2,066
5,663

Commitments and contingencies
MEZZANINE EQUITY
Preferred stock; no par value; authorized - 20,000 shares, designated 160 shares
of Series A, 5,950 shares of Series B, 3,000 shares of Series C, none issued
Total mezzanine equity

-

SHAREHOLDERS' EQUITY
Common stock, no-par value; authorized - 200,000 shares; issued and
outstanding - 114,100 shares at December 31, 2021 and September 30, 2021
Additional paid in capital
Accumulated deficit
Total shareholders' equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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111,563
(13,979)
97,584
114,933

-

$

111,416
(30,647)
80,769
117,589
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GEE GROUP INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited)
(In Thousands)
Three Months Ended
December 31,
2021
2020
NET REVENUES:
Contract staffing services
Direct hire placement services
NET REVENUES

$

Cost of contract services
GROSS PROFIT
Selling, general and administrative expenses (including noncash
stock-based compensation expense of $147 and $311, respectively)
Depreciation expense
Amortization of intangible assets
Goodwill impairment charge
(LOSS) INCOME FROM OPERATIONS
Gain on extinguishment of debt
Interest expense
INCOME (LOSS) BEFORE INCOME TAX BENEFIT
Provision for income tax (benefit)
NET INCOME (LOSS)

$

BASIC EARNINGS (LOSS) PER SHARE
DILUTED EARNINGS (LOSS) PER SHARE

$
$

WEIGHTED AVERAGE SHARES OUTSTANDING:
BASIC
DILUTED

36,684
6,163
42,847

5

31,248
3,395
34,643

27,265
15,582

22,063
12,580

12,359

9,487

86
1,014
2,150
(27)
16,773
(107)
16,639
(29)
16,668

$

73
1,044
1,976
(2,686)
(710)
(395)
(315)

$
$

(0.02)
(0.02)

0.15
0.14
114,100
115,542

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

$

17,667
17,667
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GEE GROUP INC.
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (unaudited)
(In Thousands)

Balance, September 30, 2021
Share-based compensation
Net income
Balance, December 31, 2021

Common
Stock
Shares
114,100
114,100

Additional
Paid
In Capital
$
111,416
147
$
111,563

Accumulated
Deficit
$
(30,647)
16,668
$
(13,979)

Total
Shareholders'
Equity
$
80,769
147
16,668
$
97,584

Balance, September 30, 2020
Share-based compensation
Net loss
Balance, December 31, 2020

Common
Stock
Shares
17,667
17,667

Additional
Paid
In Capital
$
58,031
311
$
58,342

Accumulated
Deficit
$
(30,653)
(315)
$
(30,968)

Total
Shareholders'
Equity
$
27,378
311
(315)
$
27,374

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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GEE GROUP INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)
(In Thousands)
Three Months Ended
December 31,
2021
2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)
Adjustments to reconcile net income (loss) to cash provided by operating activities:
Gain on extinguishment of debt
Depreciation and amortization
Non-cash lease expense
Goodwill impairment charge
Stock compensation expense
Increase (decrease) in allowance for doubtful accounts
Deferred income taxes
Amortization of debt discount
Paid in kind interest on term loan
Changes in operating assets and liabilities:
Accounts receivable
Accounts payable
Accrued compensation
Accrued interest
Change in other assets, net of change in other liabilities
Net cash provided by operating activities

$

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Net cash used in financing activities

16,668

$

(315)

(16,773)
1,100
322
2,150
147
77
(105)
38
-

1,117
338
311
(397)
(215)
445
547

1,762
118
(1,509)
32
(1,763)
2,264

(2,176)
(131)
(598)
46
1,075
47

(84)
(84)

(2)
(2)

-

-

Net change in cash

2,180

45

Cash at beginning of period

9,947

14,074

Cash at end of period

$

12,127

$

14,119

$

36
-

$

1,647
21

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for taxes
Non-cash investing and financing activities:
Acquisition of equipment with finance lease

320

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
1. Description of Business
GEE Group Inc. was incorporated in the State of Illinois in 1962 and is the successor to employment offices doing business since 1893. GEE Group Inc. and its wholly material
operating subsidiaries, Access Data Consulting Corporation, Agile Resources, Inc., BMCH, Inc., Paladin Consulting, Inc., Scribe Solutions, Inc., SNI Companies, Inc., Triad
Logistics, Inc., and Triad Personnel Services, Inc. (collectively referred to as the “Company”, “us”, “our”, or “we”) are providers of permanent and temporary professional and
industrial staffing and placement services in and near several major U.S cities. We specialize in the placement of information technology, accounting, finance, office,
engineering, and medical professionals for direct hire and contract staffing for our clients and provide temporary staffing services for our industrial clients.
Liquidity
The primary sources of liquidity for the Company are revenues earned and collected from its clients for the placement of contractors and permanent employment candidates and
borrowings available under its current and former asset-based senior secured revolving credit facilities. Uses of liquidity include primarily the costs and expenses necessary to
fund operations, including payment of compensation to the Company’s contract and permanent employees, payment of operating costs and expenses, payment of taxes, payment
of interest and principal under its debt agreements, and capital expenditures.
On April 19, 2021, the Company completed the initial closing of a follow-on public offering of83,333 shares of common stock at a public offering price of $0.60 per share.
Gross proceeds of the offering totaled $50,000, which after deducting the underwriting discount, legal fees, and offering expenses, resulted in net proceeds of $45,478. On April
27, 2021, the underwriters of the Company’s follow-on public offering exercised, in full, their 15% over–allotment option to purchase an additional 12,500 common shares (the
“option shares”) of the Company at the public offering price of $0.60 per share. The Company closed the transaction on April 28, 2021 and received net proceeds from the sale
of the option shares of approximately $6,937, after deducting the applicable underwriting discount. ThinkEquity, a division of Fordham Financial Management, Inc., acted as
sole book-running manager for the offering.
On April 20, 2021, as the result of the completion of the public offering, the Company repaid $56,022 in aggregate outstanding indebtedness under its former Revolving Credit,
Term Loan and Security Agreement, dated as of March 31, 2017, including accrued interest, using the net proceeds of its recent underwritten public offering and available cash.
The repaid debt was originally obtained from investors led by MGG Investment Group LP (“MGG”) on April 21, 2017 and had a maturity date of June 30, 2023. The MGG
debt was comprised of a revolving credit facility with a principal balance on the date of repayment of approximately $11,828, which was subject to an annual interest rate
comprised of the greater of the London Interbank Offering Rate (“LIBOR”) or 1%, plus a 10% margin (approximately 11% per annum), and a term loan with a principal balance
on the date of repayment of approximately $43,735, which was subject to an annual interest rate of the greater of LIBOR or 1% plus a 10% margin. The term loan also had an
annual payment-in-kind (“PIK”) interest rate of 5% in addition to its cash interest rate, which was being added to the term loan principal balance (cash and PIK interest rate
combined of approximately 16% per annum). Accrued interest of approximately $459 was paid in connection with the principal repayments.
On May 14, 2021, the Company entered a Loan, Security and Guaranty Agreement for a $20 million asset-based senior secured revolving credit facility with CIT Bank, N.A.
(the “CIT Facility”). Concurrent with the May 14, 2021 closing of the CIT Facility, the Company borrowed $5,326 and utilized these funds to pay all remaining unpaid Exit and
Restructuring Fees due to its former senior lenders in the amount of $4,978, with the remainder going to direct fees and costs associated with the CIT Facility. Additional
information regarding the CIT Facility is presented in Note 8.
Management believes that the Company has adequate cash and working capital and can generate adequate liquidity to meet its obligations for the foreseeable future or at least
for the next twelve months.
8
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GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
Coronavirus Pandemic (“COVID-19”), Paycheck Protection Program Loans and Deferral of Federal Payroll Taxes under the CARES Act
In approximately mid-March 2020, the Company began to experience the severe negative effects of the economic disruptions resulting from COVID-19. These included abrupt
reductions in demand for the Company’s primary sources of revenue, its temporary and direct hire placements, lost productivity due to business closings both by clients and at
the Company’s own operating locations, and the significant disruptive impacts to many other aspects of normal operations. Some effects of COVID-19 and the subsequent
variants of the virus continue to be felt, although to lesser extent, with the most severe impacts being felt in the commercial (Industrial) segment and, to a lesser extent, in the
finance, accounting and office clerical (“FAO”) contract staffing services end markets within the professional segment.
Between April 29 and May 7, 2020, the Company and eight of its operating subsidiaries obtained loans in the aggregate amount of $19,927 from BBVA USA (now known as
PNC Bank), as lender, pursuant to the Payroll Protection Plan (the “PPP”), which was established under the Coronavirus Aid, Relief, and Economic Security Act (“the CARES
Act”) and administered by the U.S. Small Business Administration (“SBA”). These funds were the only source of financing available to our companies and businesses and were
critical to our ability to maintain operations, including the employment of our temporary and full-time employees, in order to provide our services and meet our liquidity
requirements in the midst of the worldwide Coronavirus Pandemic. The Company accounted for the PPP loans as a debt (See Note 9) in accordance with Accounting Standards
Codification (“ASC”) Topic 470 Debt. Accordingly, the PPP loans were recognized as current debt in the Company’s accompanying unaudited condensed consolidated
financial statements as of September 30, 2021.
The Company and its operating subsidiaries have been granted forgiveness of their respective outstanding PPP loans, including the Company’s last four remaining PPP loans
and interest for GEE Group Inc., BMCH, Inc., Paladin Consulting, Inc., and SNI Companies, Inc., in the amounts of $2,024, $2,630, $1,956, and $10,163, respectively, which
were forgiven by the SBA in December 2021. The Company recognized net gains of $16,773, in aggregate, during the three months ended December 31, 2021.
The PPP loans obtained by GEE Group Inc., and its operating subsidiaries together as an affiliated group, have exceeded the $2,000 audit threshold established by the SBA, and
therefore, also will be subject to audit by the SBA in the future. If any of the nine forgiven PPP loans are reinstated in whole or in part as the result of a future audit, a charge or
charges would be incurred, accordingly, and they would need to be repaid. If the companies are unable to repay the portions of their PPP loans that ultimately may be
reinstated from available liquidity or operating cash flow, we may be required to raise additional equity or debt capital to repay the PPP loans.
The Company and its subsidiaries, under the Coronavirus Aid, Relief, and Economic Security (CARES) Act, also were eligible to defer paying $3,692, in aggregate, of
applicable payroll taxes incurred during fiscal 2020. The deferred deposits of the employer’s share of Social Security tax are required be paid to be considered timely (and
avoid a failure to deposit penalty) by December 31, 2021, fifty (50) percent of the eligible deferred amount, and the remaining amount by December 31, 2022. During the
three-month period ending December 31, 2021, the first payments on these deferred amounts were made totaling $1,827, in aggregate. The remaining deferred amounts are
included in short-term liabilities on the accompanying unaudited condensed consolidated financial statements.
2. Significant Accounting Policies and Estimates
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in accordance with accounting principles generally accepted in
the United States of America for interim financial information and with the instructions to Article 8 of Regulation S-X. Accordingly, they do not include all of the information
and notes required by accounting principles generally accepted in the United States of America for complete consolidated financial statements. In the opinion of management,
all adjustments considered necessary for a fair presentation have been included. Operating results for the three-month period ended December 31, 2021 are not necessarily
indicative of the results that may be expected for the year ending September 30, 2022. The unaudited condensed consolidated financial statements should be read in conjunction
with the consolidated financial statements and notes thereto included in the Company's Annual Report on Form 10-K for the year ended September 30, 2021 as filed on
December 23, 2021.
9
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GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
Principles of Consolidation
The unaudited condensed consolidated financial statements include the accounts and transactions of the Company and its wholly owned subsidiaries. All significant intercompany accounts and transactions are eliminated in consolidation.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America for interim financial information and with
the instructions to Article 8 of Regulation S-X requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.
Revenue Recognition
Revenues from contracts with customers are generated from direct hire placement services, temporary professional services staffing, and temporary industrial staffing.
Revenues are recognized when promised services are performed for customers, and in an amount that reflects the consideration the Company expects to be entitled to in
exchange for those services. Our revenues are recorded net of variable consideration such as sales adjustments or allowances.
Direct hire placement service revenues from contracts with customers are recognized when employment candidates accept offers of employment, less a provision for estimated
credits or refunds to customers as the result of applicants not remaining employed for the entirety of the Company's guarantee period (referred to as “falloffs”). The Company’s
guarantee periods for permanently placed employees generally range from 60 to 90 days from the date of hire. Fees associated with candidate placement are generally
calculated as a percentage of the new employee’s annual compensation. No fees for permanent placement services are charged to employment candidates.
Temporary staffing service revenues from contracts with customers are recognized in amounts the Company has a right to invoice as the services are rendered by the
Company’s temporary employees. The Company records temporary staffing revenue on a gross basis as a principal versus on a net basis as an agent in the presentation of
revenues and expenses. The Company has concluded that gross reporting is appropriate because the Company controls the specified service before that service is performed for
a customer. The Company has the risk of identifying and hiring qualified employees (as opposed to client employees), has the discretion to select the employees and establish
their price, and bears the risk for services that are not fully paid for by customers.
Falloffs and refunds during the period are reflected in the unaudited condensed consolidated statements of operations as a reduction of placement service revenues and were
approximately $694 and $303 for the three-month periods ended December 31, 2021 and 2020, respectively. Expected future falloffs and refunds are reflected in the unaudited
condensed consolidated balance sheet as a reduction of accounts receivable as described under Accounts Receivable, below.
See Note 14 for disaggregated revenues by segment.
Payment terms in our contracts vary by the type and location of our customer and the services offered. The terms between invoicing and when payments are due are not
significant.
Cost of Contract Staffing Services
The cost of contract services includes the wages and the related payroll taxes, employee benefits and certain other employee-related costs of the Company’s contract service
employees, while they work on contract assignments.
10
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GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
Cash and Cash Equivalents
Highly liquid investments with a maturity of three months or less when purchased are considered to be cash equivalents. As of December 31, 2021 and September 30, 2021,
there were no cash equivalents. The Company maintains deposits in financial institutions and, at times, balances may exceed federally insured limits. We have never
experienced any losses related to these balances.
Accounts Receivable
The Company extends credit to its various customers based on evaluation of the customer’s financial condition and ability to pay the Company in accordance with the payment
terms. An allowance for placement falloffs is recorded as a reduction of revenues for estimated losses due to applicants not remaining employed during the Company’s
guarantee period. An allowance for doubtful accounts is recorded as a charge to bad debt expense where collection is considered to be doubtful due to credit issues. These
allowances taken together reflect management’s estimate of the potential losses inherent in the accounts receivable balances based on historical loss statistics and known factors
impacting our clients. Management believes that the nature of the contract services business, wherein client companies are generally dependent on our contract employees in the
same manner as permanent employees for their production cycles and the conduct of their respective businesses contributes to a relatively small accounts receivable allowance.
As of December 31, 2021, and September 30, 2021, the allowance for doubtful accounts was $363 and $286, respectively. The Company charges off uncollectible accounts
once the invoices are deemed unlikely to be collectible. The allowance also includes permanent placement falloffs of $239 and $115 as of December 31, 2021 and September
30, 2021, respectively.
Property and Equipment
Property and equipment are recorded at cost. Depreciation expense is calculated on a straight-line basis over estimated useful lives of five years for computer equipment and two
to ten years for office equipment, furniture and fixtures. The Company capitalizes computer software purchased or developed for internal use and amortizes it over an estimated
useful life of five years. The carrying value of property and equipment is reviewed for impairment whenever events or changes in circumstances indicate that it may not be
recoverable. If the carrying amount of an asset group is greater than its estimated future undiscounted cash flows, the carrying value is written down to the estimated fair value.
There was no impairment of property and equipment for the three-month periods ended December 31, 2021 and 2020.
Leases
The Company determines if a contractual arrangement is a lease at inception. Operating leases are included in operating lease right-of-use (“ROU”) assets, current operating
lease liabilities, and noncurrent operating lease liabilities on the Company’s unaudited condensed consolidated balance sheet. The Company evaluates and classifies leases as
operating or finance leases for financial reporting purposes. The classification evaluation begins at the commencement date and the lease term used in the evaluation includes
the non-cancellable period for which the Company has the right to use the underlying asset, together with renewal option periods when the exercise of the renewal option is
reasonably certain and failure to exercise such option which result in an economic penalty. All the Company’s real estate leases are classified as operating leases. Also, the
Company elected the practical expedient which allows aggregation of non-lease components with the related lease components when evaluating accounting treatment.
ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease payments arising
from the lease. Operating lease ROU assets and liabilities are recognized at the commencement date of the lease based on the present value of lease payments over the lease
term. The lease payments included in the present value are fixed lease payments. As most of the Company’s leases do not provide an implicit rate, the Company estimates its
collateralized incremental borrowing rate, based on information available at the commencement date, in determining the present value of lease payments. The Company applies
the portfolio approach in applying discount rates to its classes of leases. The operating lease ROU assets include any payments made before the commencement date. Lease
expense for lease payments is recognized on a straight-line basis over the lease term. The Company does not currently have subleases. The Company also does not currently
have residual value guarantees or restrictive covenants in its leases.
11
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GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
Goodwill
The Company evaluates its goodwill for possible impairment as prescribed by ASU 2017-04, Intangibles — Goodwill and Other (Topic 350), Simplifying the Test for Goodwill
Impairment at least annually, and more frequently when one or more triggering events or circumstances indicate that the goodwill might be impaired. Under this guidance,
annual or interim goodwill impairment testing is performed by comparing the estimated fair value of a reporting unit with its carrying amount. The Company allocates its
goodwill among two reporting units: its Professional Services reporting unit and its Light Industrial Services reporting unit for purposes of evaluation for impairments. An
impairment charge is recognized for the amount by which the carrying amount exceeds a reporting unit’s estimated fair value, not to exceed the carrying value of goodwill. In
testing for impairments, management applies one or more valuation techniques to estimate the fair values of the reporting units, individual assets or groups of individual assets,
as required under the circumstances. These valuation techniques rely on assumptions and other factors, such as industry multiples applied to earnings, estimated future cash
flows, the discount rates used to determine the present value of associated cash flows, and market comparable assumptions.
The Company recently completed its annual goodwill impairment assessment, as of September 30, 2021, and determined that its goodwill was not impaired. The amount of
discount inherent in the Company’s market capitalization as recently reported on the NYSE American exchange when compared with consolidated stockholders’ equity, or net
book value, has increased since September 30, 2021; therefore, the Company has performed an interim assessment of its goodwill for impairment as of December 31, 2021. As
a result, the Company has recognized a non-cash impairment charge of $2,150 during the quarter ended December 31, 2021. In reaching its most recent conclusion,
management performed interim quantitative and qualitative analysis interim quantitative and qualitative analysis and adjusted the estimated fair values the estimated fair values
of its Professional Services and Industrial Services reporting units so that they reconcile more precisely with the Company’s market capitalization as of December 31, 2021,
plus an assumed control premium. Additional information regarding the Company’s goodwill and impairment assessments is presented in Note 6.
Intangible Assets
Separately identifiable intangible assets held in the form of customer lists, non-compete agreements, customer relationships, management agreements and trade names were
recorded at their estimated fair value at the date of acquisition and are amortized over their estimated useful lives ranging from two to ten years using both accelerated and
straight-line methods.
Impairment of Long-lived Assets (other than Goodwill)
The Company recognizes an impairment of long-lived assets used in operations, other than goodwill, when events or circumstances indicate that the asset might be impaired
and the estimated undiscounted cash flows to be generated by those assets over their remaining lives are less than the carrying amount of those items. The net carrying value of
assets not recoverable is reduced to fair value, which is typically calculated using the discounted cash flow method. The Company did not recognize and record any impairments
of long-lived assets used in operations during the three-month periods ended December 31, 2021 and 2020.
Fair Value Measurement
The Company follows the provisions of Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 820, “Fair Value Measurement”, which
defines fair value, establishes a framework for measuring fair value and enhances fair value measurement disclosure. Under these provisions, fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly transaction between market participants at the measurement date.
The standard establishes a hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by
requiring that the most observable inputs be used when available. Observable inputs are inputs that market participants would use in pricing the asset or liability developed
based on market data obtained from sources independent of the Company. Unobservable inputs are inputs that reflect the Company’s assumptions about the assumptions market
participants would use in pricing the asset or liability developed based on the best information available in the circumstances when observable inputs are not available. The
hierarchy is described below:
Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement date for assets or liabilities. The fair value hierarchy gives the highest priority to
Level 1 inputs.
Level 2: Observable prices that are based on inputs not quoted on active markets but corroborated by market data.
Level 3: Unobservable inputs are used when little or no market data is available. The fair value hierarchy gives the lowest priority to Level 3 inputs.
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The fair value of the Company’s current assets and current liabilities approximate their carrying values due to their short-term nature. The fair value disclosures of the
Company’s long-term liabilities approximate their respective fair values based on current yield for debt instruments with similar terms. Fair value measurements utilized in
evaluating the Company’s goodwill and other intangible assets for impairments are measured at fair value on a non-recurring basis using a combination of level 2 and level 3
inputs.
Earnings and Loss per Share
Basic earnings and loss per share are computed by dividing net income or loss attributable to common stockholders by the weighted average common shares outstanding for the
period. Diluted earnings per share is computed giving effect to all potentially dilutive common shares. Potentially dilutive common shares may consist of incremental shares
issuable upon the vesting of restricted shares granted but unissued, and exercise of stock options and warrants. The dilutive effect of outstanding warrants and options is
reflected in earnings per share by use of the treasury stock method.
For the three-month period ended December 31, 2021, the weighted average dilutive incremental shares, or common stock equivalents, included in the calculations of dilutive
shares were 1,442. Common stock equivalents, which are excluded because their effect is anti-dilutive, were approximately1,748 and 2,791 for the three months ended
December 31, 2021 and 2020, respectively. For the three-month period ended December 31, 2020, in which a net loss was incurred, all potentially dilutive common shares are
considered antidilutive and thus are excluded from the calculation.
Advertising Expenses
The Company expenses the costs of print and internet media advertising and promotions as incurred and reports these costs in selling, general and administrative expenses. For
the three-month periods ended December 31, 2021 and 2020, advertising expense totaled $518 and $421, respectively.
Stock-Based Compensation
The Company accounts for stock-based awards to employees in accordance with FASB ASC 718, “Compensation-Stock Compensation”, which requires compensation expense
related to share-based transactions, including employee stock options, to be measured and recognized in the financial statements based on a determination of the fair value of the
stock options. The grant date fair value is determined using the Black-Scholes-Merton (“Black-Scholes”) pricing model. For all employee stock options, we recognize expense
on an accelerated basis over the employee’s requisite service period (generally the vesting period of the equity grant). The Company’s option pricing model requires the input of
highly subjective assumptions, including the expected stock price volatility, expected term, and forfeiture rate. Any changes in these highly subjective assumptions significantly
impact our stock-based compensation expense.
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Options awarded to purchase shares of common stock issued to non-employees in exchange for services are accounted for as variable awards in accordance with FASB ASC
718, “Compensation-Stock Compensation”. Such options are valued using the Black-Scholes option pricing model.
See Note 11 for the assumptions used to calculate the fair value of stock-based employee and non-employee compensation. Upon the exercise of options, it is the Company’s
policy to issue new shares rather than utilizing treasury shares.
Income Taxes
We account for income taxes under the asset and liability method, which requires the recognition of deferred tax assets and liabilities for the expected future tax consequences
of events that have been included in the financial statements. Under this method, we determine deferred tax assets and liabilities on the basis of the differences between the
financial statement and tax bases of assets and liabilities by using enacted tax rates in effect for the year in which the differences are expected to reverse. The effect of a change
in tax rates on deferred tax assets and liabilities is recognized in income in the period that includes the enactment date.
We recognize deferred tax assets to the extent that we believe that these assets are more likely than not to be realized. In making such a determination, we consider all available
positive and negative evidence, including future reversals of existing taxable temporary differences, projected future taxable income, tax-planning strategies, and results of
recent operations. If we determine that we would be able to realize our deferred tax assets in the future in excess of their net recorded amount, we would make an adjustment to
the deferred tax asset valuation allowance, which would reduce the provision for income taxes.
We record uncertain tax positions in accordance with ASC 740 on the basis of a two-step process in which (1) we determine whether it is more likely than not that the tax
positions will be sustained on the basis of the technical merits of the position and (2) for those tax positions that meet the more-likely-than-not recognition threshold, we
recognize the largest amount of tax benefit that is more than 50 percent likely to be realized upon ultimate settlement with the related tax authority.
We recognize interest and penalties related to unrecognized tax benefits on the income tax expense line in the accompanying consolidated statement of operations. As of
December 31, 2021 and September 30, 2021, no material accrued interest or penalties are included on the related tax liability line in the consolidated balance sheet.
Segment Data
The Company provides the following distinctive services: (a) direct hire placement services, and (b) temporary professional contract services staffing in the fields of
information technology, financial, accounting and office; engineering and medical, and (c) temporary contract industrial staffing. The Company’s services can be divided into
two reporting units: Professional Staffing Services and Industrial Staffing Services. Selling, general and administrative expenses are not entirely allocated among the Light
Industrial and Professional Staffing Services reporting units. Operating results are regularly reviewed by the chief operating decision makers to make determinations about
resources to be allocated to the segments and to assess their performance. Other factors, including type of business, type of employees, type of markets and clients, and revenue
sources are considered in determining the Company’s operating segments.
3. New Accounting Pronouncements
Recently Issued Accounting Pronouncements Not Yet Adopted
Current Expected Credit Losses Model. In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (“ASC 326”), authoritative guidance amending how
entities will measure credit losses for most financial assets and certain other instruments that are not measured at fair value through net income. The guidance requires the
application of a current expected credit loss model, which is a new impairment model based on expected losses. The new guidance is effective for interim and annual reporting
periods beginning after December 15, 2022. The Company has not yet determined the impact of the new guidance on its consolidated financial statements and related
disclosures.
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In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes. This ASU simplifies accounting for income taxes
by removing the following exceptions: (1) exception to the Incremental approach for intra-period tax allocation, (2) exceptions to accounting for basis differences when there are
ownership changes in foreign investments, and (3) exception in interim period income tax accounting for year-to-date losses that exceed anticipated losses. The ASU also
improves financial statement preparers’ application of income tax related guidance for franchise taxes that are partially based on income; transactions with a government that
result in a step up in the tax basis of goodwill; separate financial statements of legal entities that are not subject to tax; and enacted changes in tax laws in interim periods. The
ASU is effective for public business entities for fiscal years beginning after December 15, 2020, and interim periods within those fiscal years. ASU 2019-12 became effective
for the three-month period ended December 31, 2021, and had no material impact on our consolidated financial statements. The Company will continue to monitor the impact of
the ASU on our consolidated financial statements in the future.
In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting. This ASU
provides temporary optional expedients and exceptions to the GAAP guidance on contract modifications and hedge accounting to ease the financial reporting burdens related to
the expected market transition from the London Interbank Offered Rate (“LIBOR”) and other interbank offered rates to alternative reference rates. This ASU is effective for all
entities beginning as of its date of effectiveness, March 12, 2020. The guidance is temporary and can be applied through December 31, 2022. In January 2021, the FASB issued
ASU 2021-01, Reference Rate Reform (Topic 848): Scope, to provide supplemental guidance and to further clarify the scope of the amended guidance. The guidance has not
impacted the consolidated financial statements to date. The Company will continue to monitor the impact of the ASU on our consolidated financial statements in the future.
No other recent accounting pronouncements were issued by FASB and the SEC that are believed by management to have a material impact on the Company’s present or future
financial statements.
4. Property and Equipment
Property and equipment, net consisted of the following:
December 31,
2021
Computer software
Office equipment, furniture, fixtures and leasehold improvements
Total property and equipment, at cost
Accumulated depreciation and amortization
Property and equipment, net

$

$

462
3,446
3,908
(2,825)
1,083

September 30,
2021
$

$

462
3,042
3,504
(2,739)
765

Depreciation expense for three-month periods ended December 31, 2021 and 2020 was $86 and $73, respectively.
5. Leases
The Company leases space for all its branch offices, which are generally located either in downtown or suburban business centers, and for its corporate headquarters. Branch
offices are generally leased over periods ranging from three to five years. The corporate office lease expires in 2026. The Company’s leases generally provide for payment of
basic rent plus a share of building real estate taxes, maintenance costs and utilities.
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Operating lease expenses were $534 and $561 for the three-month periods ended December 31, 2021 and 2020, respectively.
Supplemental cash flow information related to leases consisted of the following:
Three Months Ended December 31,
2021
2020
$
484 $
493

Cash paid for operating lease liabilities
Supplemental balance sheet information related to leases consisted of the following:

December 31,
2021
2.4 years
5.9%

Weighted average remaining lease term for operating leases
Weighted average discount rate for operating leases

September 30,
2021
2.7 years
5.9%

The table below reconciles the undiscounted future minimum lease payments under non-cancelable lease agreements having initial terms in excess of one year to the total
operating lease liabilities recognized on the unaudited condensed consolidated balance sheet as of December 31, 2021, including certain closed offices are as follows:
Remainder of Fiscal 2022
Fiscal 2023
Fiscal 2024
Fiscal 2025
Fiscal 2026
Thereafter
Less: Imputed interest
Present value of operating lease liabilities (a)

$

$

1,403
1,365
1,079
572
194
29
(362)
4,280

(a) Includes current portion of $1,646 for operating leases.
6. Goodwill and Intangible Assets
Goodwill
Goodwill assets as of December 31, 2021 and September 30, 2021 consisted of the following:
December 31,
2021
$
63,443
(2,150)
$
61,293

Goodwill beginning balance
Impairment charges
Goodwill ending balance

September 30,
2021
$
63,443
$
63,443

The Company recently completed its annual goodwill impairment assessment, as of September 30, 2021, and determined that its goodwill was not impaired. The amount of
discount inherent in the Company’s market capitalization as recently reported on the NYSE American exchange when compared with consolidated stockholders’ equity, or net
book value, has increased since September 30, 2021; therefore, the Company has performed an interim assessment of its goodwill for impairment as of December 31, 2021. As
a result, the Company has recognized an impairment charge of $2,150 during the quarter ended December 31, 2021. In reaching its most recent conclusion,
management performed interim quantitative and qualitative analysis and adjusted the estimated fair values of its Professional Services and Industrial Services reporting units so
that they reconcile more precisely with the Company’s market capitalization as of December 31, 2021, plus an assumed control premium.
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Intangible Assets
The following tables set forth the costs, accumulated amortization and net book value of the Company’s separately identifiable intangible assets as of December 31, 2021 and
September 30, 2021 and estimated future amortization expense.

Customer relationships
Trade names
Total

December 31, 2021
Accumulated
Net Book
Cost
Amortization
Value
$
29,070 $
16,503 $
12,567
8,329
7,156
1,173
$
37,399 $
23,659 $
13,740

Estimated Amortization Expense
Remaining Fiscal 2022
Fiscal 2023
Fiscal 2024
Fiscal 2025
Fiscal 2026
Thereafter

September 30, 2021
Accumulated
Net Book
Cost
Amortization
Value
$
29,070 $
15,844 $
13,226
8,329
6,801
1,528
$
37,399 $
22,645 $
14,754
$

$
17
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The trade names are amortized on a straight-line basis over their respective estimated useful lives of between five and ten years. Intangible assets that represent customer
relationships are amortized on the basis of estimated future undiscounted cash flows or using the straight-line basis over estimated remaining useful lives of five to ten years.
The amortization expense for intangible assets was $1,014 and $1,044 for three-month periods ended December 31, 2021 and 2020, respectively.
7. Former Revolving Credit Facility and Term Loan
The Company and its subsidiaries, as borrowers, were parties to a Revolving Credit, Term Loan and Security Agreement (the “Former Credit Agreement”) with certain
investment funds managed by MGG Investment Group LP ("MGG"). The principal and remaining unpaid accrued interest and fee balances under the Revolving Credit Facility
and Term Loan balances outstanding under the Former Credit Agreement, as amended, were fully repaid and the Former Credit Agreement was retired on April 20, 2021.
Additional information regarding the repayment of the Former Credit Agreement is presented in Note 1.
8. Senior Bank Loan, Security and Guarantee Agreement
On May 14, 2021, GEE Group, Inc. and its subsidiaries, Agile Resources, Inc., Access Data Consulting Corporation, BMCH, Inc., GEE Group Portfolio, Inc., Paladin
Consulting, Inc., Scribe Solutions, Inc., SNI Companies, Inc., Triad Personnel Services, Inc., and Triad Logistics, Inc. entered a Loan, Security and Guaranty Agreement for a
$20 million asset-based senior secured revolving credit facility with CIT Bank, N.A. (the “CIT Facility”). The CIT Facility is collateralized by 100% of the assets of the
Company and its subsidiaries who are co-borrowers and/or guarantors. The CIT Facility matures on the fifth anniversary of the closing date (May 14, 2026). Concurrent with
the May 14, 2021 closing of the CIT Facility, the Company borrowed $5,326 and utilized these funds to pay all remaining unpaid Exit and Restructuring Fees due to its former
senior lenders in the amount of $4,978, with the remainder going to direct fees and costs associated with the CIT Facility.
As of December 31, 2021, the Company had $26 in outstanding borrowings and $13,319 available for borrowing under the terms of the CIT Facility. The Company also had
$675 in unamortized debt issue cost associated with the CIT Facility.
Under the CIT Facility, advances will be subject to a borrowing base formula that will be computed based on 85% of eligible accounts receivable of the Company and
subsidiaries as defined in the CIT Facility, and subject to certain other criteria, conditions, and applicable reserves, including any additional eligibility requirements as
determined by the administrative agent. The CIT Facility is subject to usual and customary covenants and events of default for credit facilities of this type. The interest rate, at
the Company’s election, will be based on either the Base Rate, as defined, plus the applicable margin; or the London Interbank Offering Rate (“LIBOR” or any successor
thereto) for the applicable interest period, subject to a 1% floor, plus the applicable margin. The CIT Facility also contains provisions addressing the potential future
replacement of LIBOR utilized and referenced in the loan agreement, in the event LIBOR becomes no longer available. In addition to interest costs on advances outstanding, the
CIT Facility will provide for an unused line fee ranging from 0.375% to 0.50% depending on the amount of undrawn credit, original issue discount and certain fees for
diligence, implementation, and administration.
9. CARES Act Payroll Protection Program Loans
Between April 29 and May 7, 2020, the Company obtained for each of its operating subsidiaries a loan from BBVA USA (now known as PNC Bank) pursuant to the Payroll
Protection Plan (the “PPP”) which was established under the Coronavirus Aid, Relief, and Economic Security Act (“the CARES Act”) and administered by the U.S. Small
Business Administration (“SBA”). The PPP loans were necessary to support ongoing operations due to current economic hardship, uncertainty, and the significant negative
effects on the business operations and activity levels of the applicants attributable to COVID-19 including the impact of lockdowns, quarantines and shut-downs. The PPP loans
were used primarily to restore employee pay-cuts, recall furloughed or laid-off employees, support the payroll costs for existing employees, hire new employees, and for other
allowable purposes including interest costs on certain business mortgage obligations, rent and utilities. Each of the Company’s subsidiary executed a separate promissory note
evidencing unsecured loans under the PPP. The following promissory notes were executed by the Company and its subsidiaries: GEE Group, Inc., for $1,992 (the “GEE Group
Note”), Scribe Solutions, Inc. for $277 (the “Scribe Note”), Agile Resources, Inc. for $1,206 (the “Agile Note”), Access Data Consulting Corporation for $1,456 (the “Access
Note”), Paladin Consulting, Inc. for $1,925 (the “Paladin Note”), SNI Companies, Inc. for $10,000 (the “SNI Note”), Triad Personnel Services, Inc. for $404 (the “Triad
Personnel Note”), Triad Logistics, Inc. for $78 (the “Triad Logistics Note”), and BMCH, Inc. for $2,589 (the “BMCH Note”). The GEE Group Note, the Scribe Note, the Agile
Note, the Access Note, the Paladin Note, the SNI Note, the Triad Personnel Note, the Triad Logistics Note, and the BMCH Note are referred to together as the “PPP Notes” and
each individually as a “PPP Note”. The loans evidenced by the PPP Notes (the “PPP Loans”) are being made through BBVA as the lender.
18

Table of Contents
GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
The Company and its operating subsidiaries have been granted forgiveness of their respective outstanding PPP loans, including the Company’s last four remaining PPP loans
and interest for GEE Group Inc., BMCH, Inc., Paladin Consulting, Inc., and SNI Companies, Inc., in the amounts of $2,024, $2,630, $1,956, and $10,163, respectively, which
were forgiven by the SBA in December 2021. The Company recognized net gains of $16,773, in aggregate, during the three months ended December 31, 2021 as a result of the
forgiveness of its last four PPP loans.
The PPP loans obtained by GEE Group Inc., as a public company, and some of its operating subsidiaries, together as an affiliated group, have exceeded the $2,000 audit
threshold established by the SBA, and therefore, also will be subject to audit by the SBA in the future. If any of the nine forgiven PPP loans are reinstated in whole or in part as
the result of a future audit, a charge or charges would be incurred, accordingly, and they would need to be repaid. If the companies are unable to repay the portions of their
PPP loans that ultimately may be reinstated from available liquidity or operating cash flow, we may be required to raise additional equity or debt capital to repay the PPP loans.
10. Accrued Compensation
Accrued Compensation is comprised of accrued wages, the related payroll taxes, employee benefits of the Company's employees, including those working on contract
assignments, commissions earned and not yet paid and estimated commissions and bonuses payable.
11. Equity
On April 19, 2021, the Company concluded its public offering of 83,333 shares of common stock at a public offering price of $0.60 per share. Gross proceeds of the offering
totaled $50,000, which after deducting the underwriting discount, legal fees, and offering expenses, resulted in net proceeds of $45,478. GEE granted the underwriters a 45-day
option to purchase up to an additional 12,500 shares of the Company's common stock to cover over-allotments, if any, at the public offering price, less the underwriting
discount. ThinkEquity, a division of Fordham Financial Management, Inc., acted as sole book-running manager for the offering.
On or about April 19, 2021, six (6) directors and officers of the Company individually acquired shares of the Company’s common stock either by directly participating in the
Company’s 2021 follow-on public offering of its common shares, as subscribers, or by purchasing Company common shares in the open market. These six officers and
directors collectively acquired a total of 679 shares of the Company’s common stock at that time.
On April 27, 2021, the underwriters of the Company’s April 19, 2021, public offering exercised in full their 15% over–allotment option to purchase an additional12,500
common shares (the “option shares”) of the Company at the public offering price of $0.60 per share. The Company closed the transaction on April 28, 2021 and received net
proceeds from the sale of the option shares of approximately $6,937, after deducting the applicable underwriting discount.
Amended and Restated 2013 Incentive Stock Plan
As of December 31, 2021, there were stock options outstanding under the Company’s Amended and Restated 2013 Incentive Stock Plan. During fiscal 2021, the 2013 Incentive
Stock Plan was amended to increase the total shares available for restricted stock and stock options grants by 10,000 to a total of 15,000 (7,500 restricted stock shares and 7,500
stock option shares). The Incentive Stock Plan authorizes the Compensation Committee of the Board of Directors to grant either incentive or non-statutory stock options to
employees. Vesting periods are established by the Compensation Committee at the time of grant. As of December 31, 2021, there were 10,786 shares available to be granted
under the Plan (5,828 shares available for stock option grants and 4,958 shares available for restricted stock grants).
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Restricted Stock
The Company did not grant restricted stock during the three-month periods ended December 31, 2021 and 2020. Stock-based compensation expense attributable to restricted
stock was $72 and $176 during the three-month periods ended December 31, 2021 and 2020, respectively. As of December 31, 2021, there was approximately $490 of
unrecognized compensation expense related to restricted stock outstanding.
A summary of restricted stock activity is presented as follows:
Number of
Shares
1,442
1,442

Non-vested restricted stock outstanding as of September 30, 2021
Granted
Issued
Non-vested restricted stock outstanding as of December 31, 2021

Weighted
Average Fair
Value ($)
0.60
0.60

Warrants
No warrants were granted or exercised during the three-month periods ended December 31, 2021 and 2020.

Warrants outstanding as of September 30, 2021
Granted
Expired
Warrants outstanding as of December 31, 2021

77
77

Weighted
Average
Exercise Price
Per Share ($)
2.00
2.00

Warrants exercisable as of September 30, 2021
Warrants exercisable as of December 31, 2021

77
77

2.00
2.00

Number of
Shares

Weighted
Average
Remaining
Contractual
Life
3.50
3.25

Total Intrinsic
Value of Warrants
($)
-

3.50
3.25

-

Stock Options
All stock options outstanding as of December 31, 2021 and September 30, 2021 were non-statutory stock options, had exercise prices equal to the market price on the date of
grant, and had expiration dates ten years from the date of grant.
Stock-based compensation expense attributable to stock options and warrants was $75 and $135 for the three-month periods ended December 31, 2021 and 2020, respectively.
As of December 31, 2021, there was approximately $382 of unrecognized compensation expense related to unvested stock options outstanding, and the weighted average
vesting period for those options was 3.56 years.
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A summary of stock option activity is as follows:

Number of
Shares
Options outstanding as of September 30, 2021
Granted
Forfeited/Expired
Options outstanding as of December 31, 2021
Exercisable as of September 30, 2021
Exercisable as of December 31, 2021

Weighted
Average
Exercise Price
per share ($)

Weighted
Average
Remaining
Contractual
Life (Years)

Total Intrinsic
Value of Options
($)

1,672
(1)
1,671

2.14
2.99
2.14

7.35
7.10

-

890
994

3.14
3.02

6.08
5.93

-

12. Income Tax
The following table presents the provision for income taxes and our effective tax rate for the three-month periods ended December 31, 2021 and 2020:
Three Months Ended,
December 31,
2021
2020
(29)
(395)
0%
58%

Provision for Income Taxes
Effective Tax Rate

The effective income tax rate on operations is based upon the estimated income for the year, and adjustments, if any, in the applicable quarterly periods for the potential tax
consequences, benefits, resolutions of tax audits or other tax contingencies.
Our effective tax rate for the three months ended December 31, 2021 is lower than the statutory rate primarily due to the effect of the valuation allowance on the net DTA
position. Our effective tax rate for the three months ended December 31, 2020 is higher than the statutory tax rate primarily due to statutory changes regarding the Payroll
Protection Program (PPP). Other than the deferred tax liability relating to indefinite lived asset, the Company is maintaining a valuation allowance against the remaining net
DTA position.
13. Commitments and Contingencies
Litigation and Claims
The Company and its subsidiaries are involved in various litigation that arises in the ordinary course of business. There are no pending significant legal proceedings to which
the Company is a party for which management believes the ultimate outcome would have a material adverse effect on the Company’s financial position.
21

Table of Contents
GEE GROUP INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)
(Amounts in thousands except per share data, unless otherwise stated)
14. Segment Data
The Company provides the following distinctive services: (a) direct hire placement services, (b) temporary professional services staffing in the fields of information technology,
accounting, finance and office, engineering, and medical, and (c) temporary industrial staffing. These services can be divided into two reporting units: Professional Staffing
Services and Industrial Staffing Services. Some selling, general and administrative expenses are not fully allocated among Industrial Services and Professional Staffing
Services.
Unallocated corporate expenses primarily include certain executive compensation expenses and salaries, certain administrative salaries, corporate legal expenses, stock
compensation expenses, consulting expenses, audit fees, corporate rent and facility costs, board fees, acquisition, integration and restructuring expenses, and interest expense.
Three Months Ended
December 31,
2021
2020
Industrial Staffing Services
Industrial services revenue
Industrial services gross margin (1)
Operating income
Depreciation and amortization

$
$
$

Professional Staffing Services
Permanent placement revenue
Placement services gross margin
Professional services revenue
Professional services gross margin
Operating income
Depreciation and amortization

$

(1)

$

$

$

2,109
94
147
34
2,384

$

1,184
82
311
34
1,611

$
$
$

42,847
(27)
1,100

$
$
$

34,643
1,976
1,117

$
$
$

Consolidated
Total revenue
Operating (loss) income
Depreciation and amortization

5,111
45.5%
2,207
29

6,163
100%
32,595
27.0%
2,245
1,084

$

Unallocated Expenses
Corporate administrative expenses
Corporate facility expenses
Stock compensation expense
Board related expenses
Total unallocated expenses

4,089
$
15.3%
112
$
16
$

$
$
$

3,395
100%
26,137
26.2%
1,380
1,088

Annual premium refunds from the Ohio Bureau of Workers Compensations totaling $18 and $1,537 are included in the three months ended December 31, 2021
and December 31, 2020, respectively. The Industrial Services gross margin normalized for the effects of these items were approximately 14.8% and 15.4% for the
three months ended December 31, 2021 and December 31, 2020, respectively.
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15. Subsequent Events
On January 18, 2022, the Company’s Compensation Committee and Board of Directors unanimously consented to grant100 restricted shares of common stock and nonqualified stock options for an additional 50 shares.
On February 1, 2022, the Company detected and stopped a network security incident. An unauthorized third party gained access into our network, encrypted various systems,
and has demanded money to decrypt the affected systems and to delete and not publicly release stolen information. The Company’s IT professionals immediately disconnected
and isolated the affected systems to prevent any further compromise. The senior executive management team was immediately notified who in turn reported the network
security incident to the Company’s audit committee chairman who has board oversight authority for these types of matters. The Company’s audit committee and board of
directors have been fully briefed and a special committee of the board of directors has been appointed to participate with management in the on-going investigations, response
and full remediation of the incident. The Company has engaged third party cyber security experts to assist its internal IT professionals and conduct a comprehensive
investigation to determine the extent of the unauthorized activity. The Company has also notified law enforcement and its cyber liability insurance carrier about the incident.
To date, the Company’s investigation has determined the unauthorized third party acquired data maintained on the encrypted servers, to include some individual personal
information such as name, social security number, passport and driver license information. Our forensic investigation will continue until we have determined, to the maximum
extent practically possible, the full scope of the incident. Individuals affected by this incident will be notified in accordance with applicable state and federal laws. The
Company’s investigation and analysis are on-going, therefore, management does not yet have a complete estimate of the likely total cost or damages stemming from this
incident. Based on what management now knows, the Company does not currently foresee this incident having a material detrimental effect on our business or financial
position. The Company had in place cyber liability insurance coverage, subject to certain policy limitations and deductibles. The Company immediately notified the carrier of
the network security incident and is working with them on this matter. However, management does not know the full effects at this time, so there can be no assurance that the
incident ultimately will not have material adverse effects on our business or financial position.
Currently, the Company’s network environment is being monitored around the clock by its IT professionals and third-party cyber security experts to mitigate a future
compromise. The Company has not observed any additional malicious activity on the network to date. The Company’s operations have been minimally impacted to date, and it
continues to serve our clients without issue.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Overview
GEE Group Inc. and its wholly material operating subsidiaries, Access Data Consulting Corporation, Agile Resources, Inc., BMCH, Inc., Paladin Consulting, Inc., Scribe
Solutions, Inc., SNI Companies, Inc., Triad Logistics, Inc., and Triad Personnel Services, Inc. (collectively referred to as the “Company”, “us”, “our”, or “we”) are providers of
permanent and temporary professional and industrial staffing and placement services in and near several major U.S cities. We specialize in the placement of information
technology, accounting, finance, office, and engineering professionals for direct hire and contract staffing for our clients, data entry assistants (medical scribes) who specialize
in electronic medical records (EMR) services for emergency departments, specialty physician practices and clinics, and provide temporary staffing services for our industrial
clients. The acquisitions of Agile Resources, Inc., a Georgia corporation (“Agile”), Access Data Consulting Corporation, a Colorado corporation (“Access”), Paladin Consulting
Inc. (“Paladin”) and SNI Companies, Inc., a Delaware corporation (“SNI”) expanded our geographical footprint within the placement and contract staffing verticals or end
markets of information technology, accounting, finance, office and engineering professionals.
The Company markets its services using the trade names General Employment Enterprises, Omni One, Ashley Ellis, Agile Resources, Scribe Solutions Inc., Access Data
Consulting Corporation, Paladin Consulting Inc., SNI Companies (including Staffing Now, Accounting Now, and Certes), Triad Personnel Services and Triad Staffing. As of
December 31, 2021, we operated twenty-seven (27) branch offices in downtown or suburban areas of major U.S. cities in eleven (11) states and additional local staff members
working remotely serving four additional U.S. locations. We have offices or serve markets remotely, as follows; (i) one office in each of Connecticut, Georgia, Minnesota, New
Jersey, and Virginia; (ii) two offices each in Illinois and Massachusetts; (iii) three offices in Colorado; (iv) three offices and one additional local market presence in Texas; (v)
five offices and two additional local market presences in Florida; and (vi) seven offices in Ohio.
Management has implemented a strategy which includes organic and acquisition growth components. Management’s organic growth strategy includes seeking out and winning
new client business, as well as expansion of existing client business and on-going cost reduction and productivity improvement efforts in operations. Management’s acquisition
growth strategy includes identifying strategic acquisitions, financed primarily through a combination of cash and the issuance of equity and debt to improve the overall
profitability and cash flows of the Company.
The Company’s contract and placement services are principally provided under two operating divisions or segments: Professional Staffing Services and Industrial Staffing
Services. We believe our current segments and array of businesses and brands within our segments complement one another and position us for future growth.
Network Security Incident and Risk
On February 1, 2022, the Company detected and stopped a network security incident. An unauthorized third party gained access into our network, encrypted various systems,
and has demanded money to decrypt the affected systems and to delete and not publicly release stolen information. The Company’s IT professionals immediately disconnected
and isolated the affected systems to prevent any further compromise. The senior executive management team was immediately notified who in turn reported the network
security incident to the Company’s audit committee chairman who has board oversight authority for these types of matters. The Company’s audit committee and board of
directors have been fully briefed and a special committee of the board of directors has been appointed to participate with management in the on-going investigations, response
and full remediation of the incident. The Company has engaged third party cyber security experts to assist its internal IT professionals and conduct a comprehensive
investigation to determine the extent of the unauthorized activity. The Company has also notified law enforcement and its cyber liability insurance carrier about the incident.
To date, the Company’s investigation has determined the unauthorized third party acquired data maintained on the encrypted servers, to include some individual personal
information such as name, social security number, passport and driver license information. Our forensic investigation will continue until we have determined, to the maximum
extent practically possible, the full scope of the incident. Individuals affected by this incident will be notified in accordance with applicable state and federal laws. The
Company’s investigation and analysis are on-going, therefore, management does not yet have a complete estimate of the likely total cost or damages stemming from this
incident. Based on what management now knows, the Company does not currently foresee this incident having a material detrimental effect on our business or financial
position. The Company had in place cyber liability insurance coverage, subject to certain policy limitations and deductibles. The Company immediately notified the carrier of
the network security incident and is working with them on this matter. However, management does not know the full effects at this time, so there can be no assurance that the
incident ultimately will not have material adverse effects on our business or financial position.
Currently, the Company’s network environment is being monitored around the clock by its IT professionals and third-party cyber security experts to mitigate a future
compromise. The Company has not observed any additional malicious activity on the network to date. The Company’s operations have been minimally impacted to date, and it
continues to serve our clients without issue.
Coronavirus Pandemic (“COVID-19”)
In approximately mid-March 2020, the Company began to experience the severe negative effects of the economic disruptions resulting from the Coronavirus Pandemic
(“COVID-19”). These have included abrupt reductions in demand for the Company’s primary sources of revenue, its temporary and direct hire placements, and lost productivity
due to business closings both by clients and at the Company’s own operating locations. Some effects of COVID-19 and the subsequent variants of the virus continue to be felt to
an extent across all businesses, with the most severe impacts being felt in the industrial segment and, to a lesser extent, in the finance, accounting, and office clerical (“FA&O”)
end markets within the professional segment. In response to the crisis, in April 2020 we took a series of proactive actions including a temporary 10% pay cut for full-time
salaried employees, temporary furloughing and redeployment of some employees, reduction of discretionary expenses and projects, and obtaining funds under CARES Act
Payroll Protection Program (“PPP”). These actions allowed us to generate cost savings and time with which to mitigate the impacts of the COVID-19 pandemic on our
businesses and brands. Our businesses have continued their recoveries to a significant extent during our fiscal quarter ended December 31, 2021. While we have experienced
significant recovery towards pre-COVID-19 levels of results and performance, the rate of future recovery and growth is still somewhat uncertain as potential resurgences and
negative impacts of COVID-19 and variants thereof have continued to have negative impacts on the U.S. economy in 2021 and 2022, including in some cases, certain markets
and clients we serve
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Results of Operations
Three Months Ended December 31, 2021 Compared to the Three Months Ended December 31, 2020
Net Revenues
Consolidated net revenues are comprised of the following:

(in thousands)
Professional contract services
Industrial contract services
Total professional and industrial contract services

$

Direct hire placement services
Consolidated net revenues

$

Three Months
Ended December 31,
2021
2020
32,595 $
26,137
4,089
5,111
36,684
31,248
6,163
42,847

$

3,395
34,643

$

$

Change
6,458
(1,022)
5,436
2,768
8,204

Change
25%
-20%
17%
82%
24%

Contract staffing services contributed $36,684 or approximately 86% of consolidated revenue and direct hire placement services contributed $6,163, or approximately 14%, of
consolidated revenue for the three-month period ended December 31, 2021. This compares to contract staffing services revenue of $31,248, or approximately 90%, of
consolidated revenue and direct hire placement revenue of $3,395, or approximately 10%, of consolidated revenue for the three-month period ended December 31, 2020.
The overall increase in contract staffing services revenues of $5,436, or 17%, for the three months ended December 31, 2021 compared to the three months ended December 31,
2020, was attributable to increased demand for employment in our professional contract services markets, resulting in an increase in revenues of $6,458, or 25%, including
staffing support for vaccination and testing facilities and locations established to respond to COVID-19 and its variants. Industrial staffing services for the quarter decreased by
$1,022, or 20%, due mainly to reoccurrence of adverse conditions associated with COVID-19 variants, which caused significant disruptions in the markets we serve and
resulting in a decrease in demand for our industrial staffing services. The COVID-19 pandemic caused declines in demand for our professional and industrial staffing services
and revenue during 2020 due to client closures, postponements in projects and related needs for our services at some clients, significant travel restrictions, and corresponding
decreases in the volume of contract services billable hours.
Direct hire placement revenue for the three months ended December 31, 2021 increased by $2,768, or approximately 82%, over the three months ended December 31, 2020.
Demand for the Company’s direct hire services also increased due to increased employment opportunities and placement orders in our professional services markets.
Management believes that the significant net growth in revenues during the three months ended December 31, 2021, compared to the three months ended December 31, 2020, is
in line with the recovery trends being experienced in the overall U.S. economy. The Company continues to observe, analyze and make modifications and changes to its business
model and practices in response to the COVID-19 pandemic and related health and safety concerns, including most recently, those associated with its variants. These include,
but are not limited to, implementation of preventative policies and procedures in observance of Federal, state and/or local guidelines with regard to COVID-19 and its variants,
use of personal protective equipment (principally, protective masks), and others. The Company also continues to take advantage of flexible and hybrid work-from-home
employment arrangements and has converted some of its former branch office locations to virtual locations and entered into its most recently established new market on a
virtual basis.
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Cost of Contract Services
Cost of contract services includes wages and related payroll taxes and employee benefits of the Company's contract services employees, and certain other contract employeerelated costs, while working on contract assignments. Cost of contract services for the three months ended December 31, 2021 increased by approximately 24% to $27,265
compared to $22,063 for the three months ended December 31, 2020. The $5,202 overall increase in cost of contract services for the three months ended December 31, 2021
compared to the three months ended December 31, 2020 is consistent with the increase in revenues as discussed further below.
Gross Profit percentage by service:
Three Months
Ended December 31,
2021
2020
27.0%
26.2%
15.3%
45.5%
25.7%
29.4%

Professional contract services
Industrial contract services
Professional and industrial services combined
Direct hire placement services
Combined gross profit margin % (1)
(1)

100.0%
36.4%

100.0%
36.3%

Includes gross profit from direct hire placements, for which all associated costs are recorded as selling, general and administrative expenses.

The Company’s combined gross profit margin, including direct hire placement services (recorded at 100% gross margin) for the three-month period ended December 31, 2021
was approximately 36.4% as compared with approximately 36.3% for the three-month period ended December 31, 2020.
In the professional contract staffing services segment, the gross margin (excluding direct placement services) was approximately 27.0% for three-month period ended December
31, 2021 as compared with approximately 26.2% for the three-month period ended December 31, 2020. This increase is generally due to price increases associated with
increased spreads for services performed in our Professional Services segment contract business, and also may be impacted by shifts in the amounts and mix of business
between end markets and higher and lower billing rates and margins.
The Company’s industrial staffing services gross margin for the three-month period ended December 31, 2021 was approximately 15.3% versus approximately 45.5% for the
three-month period ended December 31, 2020. The very large industrial staffing services gross margin reported for the three months ended December 31, 2020, was due to the
significant amount of premium refunds and policyholder distributions the Company’s industrial business received from the Ohio Bureau of Workers’ Compensation
retrospectively rated insurance program during that quarter. Gross profit for the Company’s industrial staffing services segment for the three months ended December 31, 2021,
includes $18 of annual premium refunds from the Ohio Bureau of Workers Compensation insurance programs, as compared with the three months ended December 31, 2020,
which included $1,537. The Industrial Services gross margins excluding the effects of these refunds and distributions were approximately 14.8% and 15.4% for the three months
ended December 31, 2021 and 2020, respectively. The decrease, excluding the effects of the workers compensation premium refunds and distributions, is mainly attributable to
the Industrial segment being heavily affected by new COVID-19 variants.
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Selling, General and Administrative Expenses
Selling, general and administrative expenses include the following categories:
•

Compensation and benefits in the operating divisions, which includes salaries, wages and commissions earned by the Company’s employment consultants,
recruiters and branch managers on permanent and temporary placements;

•

Administrative compensation, which includes salaries, wages, payroll taxes and employee benefits associated with general management and the operation of
corporate functions, including principally, finance, human resources, information technology and administrative functions;

•

Occupancy costs, which includes office rent, depreciation and amortization, and other office operating expenses;

•

Recruitment advertising, which includes the cost of identifying and tracking job applicants; and

•

Other selling, general and administrative expenses, which includes travel, bad debt expense, fees for outside professional services and other corporate-level
expenses such as business insurance and taxes.

The Company’s SG&A for the three-month period ended December 31, 2021 increased by $2,872 as compared to the three-month period ended December 31, 2020. SG&A for
the three-month period ended December 31, 2021, as a percentage of revenues, was approximately 29% compared to approximately 27% for the three-month period ended
December 31, 2020. The increase in SG&A expenses as a percentage of revenue is primarily attributable to additional incentive compensation and bonuses associated with
growing revenue and higher non-recurring restructuring costs.
SG&A also includes certain non-cash costs and expenses incurred related to acquisition, integration and restructuring and other non-recurring activities, such as certain
corporate legal and general expenses associated with capital markets activities that either are not directly associated with core business operations or have been eliminated on a
going forward basis. These costs were estimated to be $514 and $142 for the three-month periods ended December 31, 2021 and 2020, respectively, and include mainly
expenses associated with former closed and consolidated locations, and personnel costs associated with eliminated positions.
Depreciation Expense
Depreciation expense was $86 and $73 for the three-month period ended December 31, 2021, and 2020, respectively. The increase in depreciation expense is due to fixed asset
additions.
Amortization Expense
Amortization expense was $1,014 and $1,044 for the three-month period ended December 31, 2021 and 2020, respectively. The decrease is due to intangible assets related to
non-compete agreements becoming fully amortized during fiscal 2021.
Goodwill Impairment
The Company recently completed its annual goodwill impairment assessment, as of September 30, 2021, and determined that its goodwill was not impaired. The amount of
discount inherent in the Company’s market capitalization as recently reported on the NYSE American exchange when compared with consolidated stockholders’ equity, or net
book value, has increased since September 30, 2021; therefore, the Company has performed an interim impairment assessment as of December 31, 2021. As a result, the
Company recognized a non-cash impairment charge of $2,150 during the quarter ended December 31, 2021. In reaching its most recent conclusion, management performed
interim quantitative and qualitative analysis and adjusted the estimated fair values of its Professional Services and Industrial Services reporting units so that they reconcile more
precisely with the Company’s market capitalization as of December 31, 2021, plus an assumed control premium.
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Management also considered other circumstances that have occurred or changed since the Company’s most recent annual evaluation as of September 30, 2021. These included
increases in its consolidated stockholders’ equity of $16,773, in aggregate, or 20%, as the result of net gains from the forgiveness of its last four remaining outstanding PPP
loans by the SBA in December 2021.
Management also believes that the significant discount inherent in the Company’s market capitalization might be due to volatility in the Company’s stock since the large followon offering completed in April 2021, the presence of higher than usual minority pricing discounts in Company’s stock prices and the market, in general; and lingering effects
and risks associated with the COVID-19 pandemic. The potential effects of these factors were assigned no weight for purposes of the impairment assessment and resulting
charge taken as of December 31, 2021. Considering the Company’s outlook and these other factors, management believes that the excess of its consolidated stockholders’
equity over its market capitalization may be expected to lessen over the future. However, there can be no assurance that this will occur. Accordingly, if the excess of the
Company’s consolidated stockholders’ equity over its market capitalization does not lessen, this may present a triggering event or other circumstances that require updated
testing of goodwill, which in turn, might result in possible impairment charges in the future.
(Loss) Income from Operations
The (loss) income from operations was $(27) and $1,976 for the three-month period ended December 31, 2021 and 2020, respectively. This decrease of $2,003 is mainly
attributable to the non-cash goodwill impairment charge of $2,150. The increases in SG&A due to additional incentive compensation and bonuses associated with growing
revenue and higher non-recurring restructuring costs discussed above also contributed to the loss from operations during the three-months ended December 31, 2021. Absent the
effect of these items, SG&A and income from operations would have been more in line with the increases in revenue and gross profit for the three-month period ended
December 31, 2021.
Interest Expense
Interest expense was $107 for the three-month period ended December 31, 2021, which decreased by $2,579 compared to the three-month period ended December 31, 2020.
The decrease in interest expense for the three-month period ended December 31, 2021 is mainly attributable to the interest expense related to the Former Credit Agreement that
was included in the three-month period ended December 31, 2020. The Company’s Former Credit Agreement contributed $1,637 in cash interest and $547 in PIK interest
during the three-month period ended December 31, 2020. On April 20, 2021, the Company retired and fully repaid its remaining principal and accrued interest and fee balances
due and retired its Former Credit Agreement.
Provision for Income Taxes
The Company recognized income tax benefits of $29 and $395 for the three-month periods ended December 31, 2021 and 2020, respectively. Our effective tax rate for the three
months ended December 31, 2021 is lower than the statutory rate primarily due to the effect of the recognition of gains on forgiveness of the Company’s last four PPP loans,
which are exempt from taxation, and the valuation allowance on our net DTA position. Our effective tax rate for the three months ended December 31, 2020 is higher than the
statutory tax rate primarily due to statutory changes that occurred at that time regarding the CARES Act Payroll Protection Program. Other than the deferred tax liability
relating to indefinite lived asset, the Company is maintaining a valuation allowance against the remaining net DTA position.
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Net Income (Loss)
The Company’s net income (loss) was $16,668 and $(315) for the three-month periods ended December 31, 2021 and 2020, respectively. The increase in net income for the
three-month period ended December 31, 2021 is mainly attributable to gains of $16,773 from extinguishment of the Company’s remaining PPP loans.
The Company continues to seek opportunities to increase revenue and closely manage costs, including opportunities to selectively add revenue producing resources in key
markets and industry verticals. The Company also seeks to organically grow its professional contract services revenue and direct hire placement revenue, including business
from staff augmentation, permanent placement, statement of work (SOW) and other human resource solutions in the information technology, engineering, healthcare and
finance and accounting higher margin staffing specialties. The Company’s strategic plans to achieve this goal involve setting aggressive new business growth targets, initiatives
to increase services to existing customers, increasing its numbers of revenue producing core professionals, including primarily, business development managers and recruiters,
and assessments of the effectiveness of compensation, commission and bonus plans to identify enhancements to incentivize producers. Senior management also has frequent
interaction with the field and facilitates collaboration among brands and locations to identify and share growth opportunities, and to monitor and motivate growth. The
Company’s strategic plan contains both internal and acquisition growth objectives to increase revenue in the aforementioned higher margin and more profitable professional
services sectors of staffing.
Liquidity and Capital Resources
The primary sources of liquidity for the Company are revenues earned and collected from its clients for the placement of contractors and permanent employment candidates and
borrowings available under its current and former asset-based senior secured revolving credit facilities. Uses of liquidity include primarily the costs and expenses necessary to
fund operations, including payment of compensation to the Company’s contract and permanent employees and employment-related expenses, operating costs and expenses,
taxes and capital expenditures.
The following table sets forth certain consolidated statements of cash flows data:

(in thousands)
Cash flows provided by operating activities
Cash flows used in investing activities
Cash flows used in financing activities

$
$
$

Three Months
Ended December 31,
2021
2020
2,264 $
(84) $
- $

47
(2)
-

As of December 31, 2021, the Company had $12,127 of cash, which was an increase of $2,180 from $9,947 as of September 30, 2021. As of December 31, 2021, the Company
had working capital of $20,575 compared to $2,528 of working capital as of September 30, 2021. The increase in working capital is mainly attributable to the forgiveness of the
Company’s last remaining PPP loans and interest during the three months ended December 31, 2021, which were reflected in current liabilities in the aggregate amount of
$16,741 as of September 30, 2021.
Net cash provided by operating activities for the three-month periods ended December 31, 2021 and 2020 was $2,264 and $47, respectively. The positive operating cash flow in
the three-month period ended December 31, 2021 corresponds with positive income from operations and other net changes in working capital.
The primary uses of cash for investing activities were for the acquisition of property and equipment in the three-month periods ended December 31, 2021 and 2020.
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There were no cash flows used in financing activities for the three-month period ended December 31, 2021 and 2020.
All the Company’s office facilities are leased. Minimum lease payments under all the Company’s lease agreements for the twelve-month period commencing after the close of
business on December 31, 2021, are approximately $1,814. There are no minimum debt service principal payments due during the twelve-month period commencing after the
close of business on December 31, 2021.
On April 19, 2021, the Company completed the initial closing of a follow-on public offering of 83,333 shares of common stock at a public offering price of $0.60 per share.
Gross proceeds of the offering totaled $50,000, which after deducting the underwriting discount, legal fees, and offering expenses, resulted in net proceeds of $45,478. On April
27, 2021, the underwriters of the Company’s April 19, 2021, public offering exercised in full their 15% over–allotment option to purchase an additional 12,500 common shares
(the “option shares”) of the Company at the public offering price of $0.60 per share. The Company closed the transaction on April 28, 2021 and received net proceeds from the
sale of the option shares of approximately $6,937, after deducting the applicable underwriting discount. ThinkEquity, a division of Fordham Financial Management, Inc., acted
as sole book-running manager for the offering.
On April 20, 2021, as the result of the completion of the public offering, the Company repaid $56,022 in aggregate outstanding indebtedness under its existing Revolving
Credit, Term Loan and Security Agreement, dated as of March 31, 2017, including accrued interest, using the net proceeds of its recent underwritten public offering and
available cash. The repaid debt was originally obtained from investors led by MGG Investment Group LP (“MGG”) on April 21, 2017 and had a maturity date of June 30, 2023.
The MGG debt was comprised of a revolving credit facility with a principal balance on the date of repayment of approximately $11,828, which was subject to an annual interest
rate comprised of the greater of the London Interbank Offering Rate (“LIBOR”) or 1%, plus a 10% margin (approximately 11% per annum), and a term loan with a principal
balance on the date of repayment of approximately $43,735, which was subject to an annual interest rate of the greater of LIBOR or 1% plus a 10% margin. The term loan also
had an annual payment-in-kind (“PIK”) interest rate of 5% in addition to its cash interest rate, which was being added to the term loan principal balance (cash and PIK interest
rate combined of approximately 16% per annum). Accrued interest of approximately $459 was paid in connection with the principal repayments. The Company took a one-time
charge of $4,004 which represents unamortized debt issue costs associated with its former senior debt.
On May 14, 2021, GEE Group Inc. and its subsidiaries, Agile Resources, Inc., Access Data Consulting Corporation, BMCH, Inc., GEE Group Portfolio, Inc., Paladin
Consulting, Inc., Scribe Solutions, Inc., SNI Companies, Inc., Triad Personnel Services, Inc., and Triad Logistics, Inc. entered a Loan, Security and Guaranty Agreement for a
$20 million asset-based senior secured revolving credit facility with CIT Bank, N.A. (the “CIT Facility”). The CIT Facility is collateralized by 100% of the assets of the
Company and its subsidiaries who are co-borrowers and/or guarantors. The CIT Facility matures on the fifth anniversary of the closing date (May 14, 2026). Concurrent with
the May 14, 2021 closing of the CIT Facility, the Company borrowed $5,326 and utilized these funds to pay all remaining unpaid Exit and Restructuring Fees due to its former
senior lenders in the amount of $4,978, with the remainder going to direct fees and costs associated with the CIT Facility.
Under the CIT Facility, advances will be subject to a borrowing base formula that will be computed based on 85% of eligible accounts receivable of the Company and
subsidiaries as defined in the CIT Facility, and subject to certain other criteria, conditions, and applicable reserves, including any additional eligibility requirements as
determined by the administrative agent. The CIT Facility is subject to usual and customary covenants and events of default for credit facilities of this type. The interest rate, at
the Company’s election, will be based on either the Base Rate, as defined, plus the applicable margin; or the London Interbank Offering Rate (“LIBOR” or any successor
thereto) for the applicable interest period, subject to a 1% floor, plus the applicable margin. The CIT Facility also contains provisions addressing the potential future
replacement of LIBOR utilized and referenced in the loan agreement, in the event LIBOR becomes no longer available. In addition to interest costs on advances outstanding, the
CIT Facility will provide for an unused line fee ranging from 0.375% to 0.50% depending on the amount of undrawn credit, original issue discount and certain fees for
diligence, implementation, and administration.
Management believes that the Company can generate adequate liquidity to meet its obligations for the foreseeable future or at least for the next twelve months.
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Coronavirus Pandemic (“COVID-19”), Paycheck Protection Program Loans and Deferral of Federal Payroll Taxes under the CARES Act
In approximately mid-March 2020, the Company began to experience the severe negative effects of the economic disruptions resulting from COVID-19. These included abrupt
reductions in demand for the Company’s primary sources of revenue, its temporary and direct hire placements, lost productivity due to business closings both by clients and at
the Company’s own operating locations, and the significant disruptive impacts to many other aspects of normal operations. Some effects of COVID-19 and the subsequent
variants of the virus continue to be felt, although to lesser extent, with the most severe impacts being felt in the commercial (Industrial) segment and, to a lesser extent, in the
finance, accounting and office clerical (“FAO”) contract staffing services end markets within the professional segment.
Between April 29 and May 7, 2020, the Company and eight of its operating subsidiaries obtained loans in the aggregate amount of $19,927 from BBVA USA (now known as
PNC Bank), as lender, pursuant to the Payroll Protection Plan (the “PPP”), which was established under the Coronavirus Aid, Relief, and Economic Security Act (“the CARES
Act”) and administered by the U.S. Small Business Administration (“SBA”). These funds were the only source of financing available to our companies and businesses and were
critical to our ability to maintain operations, including the employment of our temporary and full-time employees, in order to provide our services and meet our liquidity
requirements in the midst of the worldwide Coronavirus Pandemic. The Company accounted for the PPP loans as a debt (See Note 9) in accordance with Accounting Standards
Codification (“ASC”) Topic 470 Debt. Accordingly, the PPP loans were recognized as current debt in the Company’s accompanying unaudited condensed consolidated
financial statements as of September 30, 2021.
The Company and its operating subsidiaries have been granted forgiveness of their respective outstanding PPP loans, including the Company’s last four remaining PPP loans
and interest for GEE Group Inc., BMCH, Inc., Paladin Consulting, Inc., and SNI Companies, Inc., in the amounts of $2,024, $2,630, $1,956, and $10,163, respectively, which
were forgiven by the SBA in December 2021. The Company recognized net gains of $16,773, in aggregate, during the three months ended December 31, 2021 as a result of the
forgiveness of its last four PPP loans.
The PPP loans obtained by GEE Group Inc., and its operating subsidiaries together as an affiliated group, have exceeded the $2,000 audit threshold established by the SBA, and
therefore, also will be subject to audit by the SBA in the future. If any of the nine forgiven PPP loans are reinstated in whole or in part as the result of a future audit, a charge or
charges would be incurred, accordingly, and they would need to be repaid. If the companies are unable to repay the portions of their PPP loans that ultimately may be reinstated
from available liquidity or operating cash flow, we may be required to raise additional equity or debt capital to repay the PPP loans.
The Company and its subsidiaries, under the Coronavirus Aid, Relief, and Economic Security (CARES) Act, also were eligible to defer paying $3,692, in aggregate, of
applicable payroll taxes incurred during fiscal 2020. The deferred deposits of the employer’s share of Social Security tax are required be paid to be considered timely (and
avoid a failure to deposit penalty) by December 31, 2021, fifty (50) percent of the eligible deferred amount, and the remaining amount by December 31, 2022. During the threemonth period ending December 31, 2021, the first payments on these deferred amounts were made totaling $1,827, in aggregate. The remaining deferred amounts are included
in short-term liabilities on the accompanying unaudited condensed consolidated financial statements.
Off-Balance Sheet Arrangements
As of December 31, 2021, there were no transactions, agreements or other contractual arrangements to which an unconsolidated entity was a party, under which the Company
(a) had any direct or contingent obligation under a guarantee contract, derivative instrument or variable interest in the unconsolidated entity, or (b) had a retained or contingent
interest in assets transferred to the unconsolidated entity.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Not applicable.
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Item 4. Controls and Procedures.
Disclosure Controls and Procedures
As of December 31, 2021, the Company's management evaluated, with the participation of its principal executive officer and its principal financial officer, the effectiveness of
the Company's disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended (the Exchange Act"). Based
on that evaluation, the Company's principal executive officer and its principal financial officer concluded that the Company's disclosure controls and procedures were effective
as of December 31, 2021.
Changes in Internal Control over Financial Reporting
There were no changes in the Company's internal control over financial reporting or in any other factors that could significantly affect these controls, during the Company's
three-month period ended December 31, 2021, that have materially affected, or are reasonably likely to materially affect, the Company's internal control over financial
reporting.
Subsequent Event, Network Security Incident and Risks
As disclosed in the Note 15 to our consolidated financial statements and elsewhere in this section, on February 1, 2022, the Company detected and stopped a network security
incident. The senior executive management team was immediately notified who in turn reported the network security incident to the audit committee chairman who has board
oversight authority for these types of matters. The Company’s audit committee and board of directors have been fully briefed and a special committee of the board of directors
has been appointed to participate with management in the on-going investigations, response and full remediation of the incident. Currently, the Company’s network
environment is being monitored around the clock by our IT professionals and third-party cyber security experts to mitigate a future compromise. No additional malicious
activity has been observed on the network to date. The Company’s operations were minimally impacted, and we continue to serve our clients without issue.
The Company’s investigation and analysis of the incident are underway and on-going. The scope of investigation and analysis of the incident include identification of
vulnerabilities or weaknesses in our security and the design and implementation of additional protective measures and controls to prevent future incidents such as this one.
Based on our current assessments, we have not identified any material weaknesses in our internal controls, including our disclosure controls and procedures as a result of the
incident.
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PART II – OTHER INFORMATION.
Item 1. Legal Proceedings.
None.
Item 1A. Risk Factors.
In evaluating us and our common stock, in addition to the risk factor below, we urge you to carefully consider the risks and other information in this Quarterly Report on Form
10-Q, as well as the risk factors disclosed in Item 1A. of Part I of our Annual Report on Form 10-K for the fiscal year ended September 30, 2021 (“2021 Form 10-K”), and filed
with the SEC on December 23, 2021. Any of the risks discussed in this Quarterly Report on Form 10-Q or any of the risks disclosed in Item 1A. of Part I of our 2021 Form 10K, as well as additional risks and uncertainties not currently known to us or that we currently deem immaterial, could materially and adversely affect our results of operations or
financial condition.
We recently experienced a network security incident affecting our IT network, information systems and stored information. Network security incidents affecting our
systems and information technology such as this one or others could adversely impact our ability to operate and have wider-reaching material adverse effects on our
business and financial position and results.
Our business is highly dependent on communications and information systems. Any failure or interruption of our systems could cause delays or other problems in the delivery
of our services or security of our proprietary and confidential information, which could have a material adverse effect on our operating results and negatively affect the market
price of our common stock. We face threats to our computer systems of unauthorized access, computer hackers, computer viruses, malicious code, organized cyber-attacks and
other security problems and system disruptions, including possible unauthorized access to our and our clients' proprietary or classified information. We rely on industry-accepted
security measures and technology to securely maintain all confidential and proprietary information on our information systems and to detect and isolate suspicious activity.
While we devote significant resources to the security of our computer systems, we are still vulnerable to these threats. Our controls, therefore, include technology to detect and
isolate suspicious activity and disclosure controls and procedures in place to communicate any such threats or activity detected to responsible personnel, including our senior
officers and directors, for timely response.
On February 1, 2022, GEE Group Inc. detected, stopped, and isolated a network security incident. An unauthorized third party gained access into our network, encrypted some
of our systems, and has demanded money to decrypt the affected systems and to delete and not publicly release stolen information. Our IT director and team of IT professionals
immediately disconnected and isolated the affected systems to prevent any further compromise. The senior executive management team was immediately notified who in turn
reported the network security incident to GEE Group’s audit committee chairman who has board oversight authority for these types of matters. The Company’s audit committee
and board of directors have been fully briefed and a special committee of the board of directors has been appointed to participate with management in the on-going
investigations, response and full remediation of the incident. We have engaged third party cyber security experts to assist our internal IT professionals and conduct a
comprehensive investigation to determine the extent of the unauthorized activity. We have also notified law enforcement and the Company’s cyber liability insurance carrier
about the incident.
To date, our investigation has determined the unauthorized third party acquired data maintained on the encrypted servers, to include some individual personal information such
as name, social security number, passport and driver license information. Our forensic investigation will continue until we have determined, to the maximum extent practically
possible, the full scope of the incident. Individuals affected by this incident will be notified in accordance with applicable state and federal laws. Our investigation and analysis
are on-going, therefore, we do not yet have a complete estimate of the likely total cost or damages stemming from this incident. Based on what we now know, we do not
currently foresee this incident having a material detrimental effect on our business or financial position. GEE Group Inc. had in place cyber liability insurance coverage, subject
to certain policy limits and deductibles. The Company immediately notified the carrier of the network security incident and is working with them on this matter. However, we
do not know the full effects of the breach at this time so there can be no assurance that the network security incident ultimately will not have material adverse effects on our
business or financial position.
Currently, our network environment is being monitored around the clock by our IT professionals and third-party cyber security experts with applicable software to detect and
mitigate a future compromise. We have not observed any additional malicious activity on the network to date. Our business operations were minimally impacted, and we
continue to serve our clients without issue.
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Unauthorized users who circumvent data security measures, including the threat actors involved in our recently experienced network security incident, may access and possibly
misappropriate confidential or proprietary information, including information regarding us, our personnel and/or our clients, or cause interruptions or malfunctions in
operations. As a result, we may be required to expend significant resources to protect against the threat of these system disruptions and security breaches or to alleviate problems
caused by these disruptions and breaches. Any of these events could possibly damage our reputation and potentially have a material adverse effect on our business, financial
condition, results of operations and cash flows. Although the aggregate impact of the aforementioned incident on our operations and financial condition has not been material to
date, it is reasonable to expect that the prevalence of cyber security threats and breaches of systems utilized by businesses will continue or even accelerate as the level of
sophistication and knowledge of the perpetrators increases.
Our business, results of operations, and financial condition have been and may continue to be adversely impacted in material respects by the coronavirus pandemic, and
future adverse impacts could be material and difficult to predict.
Our business, results of operations, and financial condition have been, and may continue to be, adversely impacted in material respects by COVID-19 and by related
government actions (including declared states of emergency and quarantine, “shelter in place” orders, or similar orders), non-governmental organization recommendations, and
public perceptions, all of which have led and may continue to lead to disruption in global economic and labor markets. These effects have had a significant impact on our
business, including reduced demand for our services and workforce solutions, early terminations or reductions in projects, and hiring freezes, and a shift of a majority of our
workforce to remote operations, all of which have contributed to a decline in revenues and other significant adverse impacts on our financial results. Other potential impacts of
COVID-19 may include continued or expanded closures or reductions of operations with respect to our client partners’ operations or facilities, the possibility our client partners
will not be able to pay for our services or workforce solutions, or that they will attempt to defer payments owed to us, either of which could materially impact our liquidity, the
possibility that the uncertain nature of the pandemic may not yield the increase in certain of our workforce solutions that we have historically observed during periods of
economic downturn, and the possibility that various government-sponsored programs to provide economic relief may be inadequate. Further, we may continue to experience
adverse financial impacts, some of which may be material, if we cannot offset revenue declines with cost savings through expense-related initiatives, human capital
management initiatives, or otherwise. As a result of these observed and potential developments, we expect our business, results of operations, and financial condition to
continue to be negatively affected.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Not required.
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
The following exhibits are filed as a part of Part I of this report:
No.

Description of Exhibit

31.01*
31.02*
32.01**

Certifications of the principal executive officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act.
Certifications of the principal financial officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act.
Certifications of the principal executive officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act and Section 1350 of Title 18 of the United
States Code.
Certifications of the principal financial officer required by Rule 13a-14(a) or Rule 15d-14(a) of the Exchange Act and Section 1350 of Title 18 of the United
States Code.
Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document

32.02**
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
*
**

Filed herewith
Furnished herewith. This certification is being furnished solely to accompany this report pursuant to 18 U.S.C. Section 1350, and is not being filed for purposes of Section
18 of the Exchange Act of 1934, as amended, and is not to be incorporated by reference into any filings of the Company, whether made before or after the date hereof,
regardless of any general incorporation language in such filing.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
GEE GROUP INC.
(Registrant)
Date: February 14, 2022

By: /s/ Derek Dewan
Derek Dewan
Chief Executive Officer
(Principal Executive Officer)
By: /s/ Kim Thorpe
Kim Thorpe
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 31.01
CERTIFICATION
I, Derek Dewan, certify that:
1.

I have reviewed this Form 10-Q quarterly report for the three months ended December 31, 2021 of GEE Group 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.

I am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

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

(b)

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

(c)

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

(d)

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

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

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

(b)

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

Date: February 14, 2022

/s/ Derek Dewan
Derek Dewan
(Principal Executive Officer)

EXHIBIT 31.02
CERTIFICATION
I, Kim Thorpe, certify that:
1.

I have reviewed this Form 10-Q quarterly report for the three months ended December 31, 2021 of GEE Group 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.

I am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

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

(b)

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

(c)

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

(d)

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

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

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

(b)

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

Date: February 14, 2022

/s/ Kim Thorpe
Kim Thorpe
Chief Financial Officer
(Principal Financial Officer)

EXHIBIT 32.01
CERTIFICATIONS PURSUANT TO SECTION 1350
OF CHAPTER 63 OF TITLE 18 OF THE UNITED STATES CODE
In connection with the Quarterly Report of GEE Group Inc. (the “Company”) on Form 10-Q for the three months ended December 31, 2021 filed with the
Securities and Exchange Commission (the “Report”), the undersigned hereby certifies, in his capacity as an officer of the Company, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his 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 Quarterly Report fairly presents, in all material respects, the financial condition and results of the operations
of the Company.

Date: February 14, 2022

By: /s/ Derek Dewan
Derek Dewan
(Principal Executive Officer)

EXHIBIT 32.02
CERTIFICATIONS PURSUANT TO SECTION 1350
OF CHAPTER 63 OF TITLE 18 OF THE UNITED STATES CODE
In connection with the Quarterly Report of GEE Group Inc. (the “Company”) on Form 10-Q for the three months ended December 31, 2021 filed with the
Securities and Exchange Commission (the “Report”), the undersigned hereby certifies, in his capacity as an officer of the Company, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his 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 Quarterly Report fairly presents, in all material respects, the financial condition and results of the operations
of the Company.

Date: February 14, 2022

By: /s/ Kim Thorpe
Kim Thorpe
Chief Financial Officer
(Principal Financial Officer)

