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EXPLANATORY NOTE
 

The Company is filing this Amendment to its previously filed Quarterly Report on Form 10-Q filed on November 13, 2017 to restate
its financial statements on September 30, 2017. The information in the Quarterly Report is amended to read in its entirety as set forth in
this Amendment. Except to reflect the restatement of the financial statements, the related disclosure controls and procedures matters,
the information in the Quarterly Report and this Amendment has not been updated or otherwise changed to reflect any events,
conditions or other developments that have occurred or existed since November 13, 2017, the date the Form 10-Q was filed.
Accordingly, except solely with regard to the restatement, the related disclosure controls and procedures matters, all information in the
Transition Report and this Amendment speaks only as of November 13, 2017. References made in this Amendment to "this Form 10-
Q" mean this Amendment on Form 10-Q/A unless the context requires otherwise.
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PART I - FINANCIAL INFORMATION 

Item 1. Financial Statements.

AMERICATOWNE Inc. and Subsidiaries
Consolidated Balance Sheets

     
  September 30  December 31

  2017  2016
  (Unaudited)   (Restated)

  (Restated)   
ASSETS         

Current Assets         
Cash and cash equivalents  $ 1,061,297  $ 973,015 
Notes receivable - related parties   15,000   —   
Accounts receivable, net   657,872   610,715 
Accounts receivable, net - related parties   1,998,447   687,966 
Other receivables   7,903     
Other receivables - related parties   257,177   259,569 
Prepayment-current   146,717   644 

Total Current Assets   4,144,413   2,531,909 
         

Prepayment-non current   7,035   7,675 
Property, plant and equipment, net   22,152   25,861 
Deferred tax assets   10,774   10,774 
Goodwill   40,331   40,331 
Investments   3,860   3,860 

Total Assets  $ 4,228,565  $ 2,620,410 
         
LIABILITIES AND SHAREHOLDERS' EQUITY         

Current Liabilities         
Accounts payable and accrued expenses  $ 223,677  $ 240,287 
Deferred revenues-current   1,008,929   328,929 
Notes payable   —     —   
Other payables   560   5,016 
Deposit from customers   1,469   —   

      Due to related parties   2,106   42,839 
Income tax payable   48,550   42,972 

Total Current Liabilities   1,285,291   660,043 
Deferred revenues-non current   50,576   53,981 

Total Liabilities   1,335,867   714,024 
         
Commitments & Contingencies         
         
Shareholders' Equity         
     Preferred stock, $0.0001 par value; 5,000,000 shares authorized;         
         none issued and outstanding   —     —   
     Common stock, $0.0001 par value; 100,000,000  shares authorized,         
     48,947,267 and 26,974,775 shares issued and outstanding   4,895   2,697 
     Common stock subscribed   85   90 
     Additional paid-in capital   5,550,174   3,329,750 



     Deferred compensation   (2,576,548)   (1,450,842)
     Receivable for issuance of stock   (90,223)   (65,223)
     Retained Earnings   (25,542)   98,631 
     Noncontrolling interest   29,857   (8,717)
          Shareholders' Equity   2,892,698   1,906,386 
          Total Liabilities and Shareholders' Equity  $ 4,228,565  $ 2,620,410 

 

See Notes to Consolidated Financial Statements
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AMERICATOWNE Inc. and Subsidiaries
Consolidated Statements of Operations

(Unaudited)
         

  For the Three Months Ended  For the Nine Months Ended

  
September 30,

2017  
September 30,

2016  
September 30,

2017  
September 30,

2016
   (Restated)     (Restated)   

Revenues                 
Sales  $ 166,134  $ 1,135  $ 228,404  $ 1,002,405 
Services-related parties   591,750   50,000   1,081,992   325,000 

   757,884   51,135   1,310,396   1,327,405 
Cost of Revenues-Related Parties   35,498   162   113,076   460,066 
Gross Profit   722,386   50,973   1,197,320   867,339 
                 
Operating Expenses                 
   General and administrative   466,771   258,365   1,071,006   766,964 
   Professional fees   100,100   70,316   256,121   186,512 

Total operating expenses   566,871   328,681   1,327,127   953,476 
Income from operations   155,515   (277,708)   (129,807)   (86,137)
                 
Other Expenses (Income)   (308)   409   (229)   (2,638)
                 
Provision for income taxes   408   (20,561)   7,247   12,517 
Net Income (Loss)   155,415   (257,556)   (136,825)   (96,016)
                 
Less: Net loss (income) attributable to the non-controlling
interest   7,155   (4,178)   12,653   (3,667)
                 
Net income (loss) attributable to AmericaTowne, Inc.
common stockholders  $ 162,570  $ (261,734)  $ (124,172)  $ (99,683)

                 
Earnings per share - basic and diluted  $ 0.00  $ (0.01)  $ (0.00)  $ (0.00)
Weighted average shares outstanding- basic and diluted   37,165,014   26,833,837   30,816,291   26,510,465 
 

See Notes to Consolidated Financial Statements.
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AMERICATOWNE Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(Unaudited)
     

  For the Nine Months Ended

  
September 30,

2017  
September 30,

2017
  (Restated)   

Operating Activities:         
Net income (loss)  $ (136,825)  $ (96,016)

Adjustments to reconcile net income to net cash provided by operations         
Depreciation   8,653   3,180 
Stock compensation   395,288   287,390 
Stock issued for services   —     875 
Bad debt provision   160,130   49,852 
Changes in operating assets and liabilities:         

Accounts receivable, net   (1,517,767)   (1,036,780)
Other receivable   (7,903)   —   
Other receivable - related parties   4,393   (44,317)
Prepayment   (145,433)   (97,564)
Accounts payable and accrued expenses   (16,611)   3,92,443 
Deferred revenues   676,595   (33,405)
Other payables   (4,456)   5,016 

   Deposit from customers   1,469   530,000 
   Due to related parties   61,047   —   

Income tax payable   5,578   35,996 
Net cash used in operating activities   (515,842)   (3,330)
         
Investing Activities:         
Purchase of fixed assets   (4,944)   (5,921)
Issuance of notes receivable   (15,000)     
Acquisition of subsidiaries   —     (175,000)
Net cash used in Investing activities   (19,944)   (180,921)
         
Financing Activities:         
Proceeds from issuance of common stock   624,068   375,211 
Net cash provided by financing activities   624,068   375,211 
         
Increase (Decrease) in cash and cash equivalents   88,282   190,960 
Cash and cash equivalents at beginning of period   973,015   641,663 
Cash and cash equivalents at end of period  $ 1,061,297   832,623 
         
Supplemental disclosure of cash flow information   —       
Interest paid  $ —    $ —   
Income taxes paid  $ —    $ —   

 

See Notes to Consolidated Financial Statements.
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AMERICATOWNE Inc.
 Notes to Consolidated Financial Statements

 (Unaudited)

NOTE 1. ORGANIZATION AND DESCRIPTION OF BUSINESS

AmericaTowne, Inc. (the “Company”) was incorporated under the laws of the State of Delaware on April 22, 2014. The Company is
engaged in exporting and consulting in the exportation of American made goods, products and services to China and Africa through
strategic relationships in China and in the United States, which is referred to internally by the Company as the “AmericaTowne
Platform”. The Company’s forward-looking vision is to create a physical location called AmericaTowne in China that incorporates
business selling the “American experience” in housing, retail, education, senior care and entertainment. On June 6, 2016, the Company
purchased the majority and controlling interest in ATI Modular Technology Corp (“ATI Modular”), formerly Global Recycle Energy,
Inc. through the acquisition of 100,000,000 shares (86%) of restricted common stock. The Stock Purchase and Sale Agreement dated
June 2, 2016 (the “SPA”) closed on June 6, 2016 with the $175,000 payment of the purchase price to Joseph Arcaro, prior shareholder,
and sole director and officer of ATI Modular.

ATI Modular is engaged in the development and the exporting of modular energy efficient technology and processes that allow
government and private enterprises in China to use US based methods for creating modular spaces, facilities, and properties. The
Company's forward-looking vision is to create a physical location and manufacturing facility that promotes the export of US based
technology, equipment, and process that focuses on building modular buildings, and structures of all types that will be used by both the
public and private building and technology sectors in China.

On October 3, 2016, the Company purchased the majority and controlling interest in ATI Nationwide Holding Corp (“ATI
Nationwide”), formerly EXA, Inc. OTC:Pinks (EXAI) through the acquisition of 65,000,000 shares (65.5%) shares of restricted
common stock. The Stock Purchase and Sale Agreement dated October 3, 2016 (the “SPA EXAI”) closed on October 10, 2016 with the
$175,000 payment of the purchase price to Joseph C. Passalaqua, prior shareholder and director and officer of ATI Nationwide.

The Company intends on using this acquisition to facilitate its performance under the July 11, 2016 Master Joint Venture and
Operational Agreement with Nationwide Microfinance Limited, a Ghanaian corporation, as disclosed in the Company’s July 14, 2016
Form 8-K (see exhibit table above).

In both acquisitions, the Company purchased the shares with the intent to hold in its personal account on a restricted basis absent
registration or qualification under an exemption to registration. The Stock Purchase Agreements were privately negotiated between the
parties without facilitation through brokers or promotors, or third-parties, except legal counsel, and were approved by the Company’s
Board of Directors as being in the best interests of the Company. The source of funds was working capital from the Company. There is
no material relationship between the Company and any of the parties under the Stock Purchase Agreements.

As with any business plan that is aspirational in nature, there is no assurance we will be able to accomplish all our objective or that we
will be able to meet our financing needs to accomplish our objectives.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

These financial statements have been prepared in accordance with generally accepted accounting principles in the United States of
America ("U.S. GAAP"). 
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On January 29, 2018, the Company reached a determination to restate its previously filed financial statements for the nine months
ended. The restatement decreases net income of $3,163 for the nine months ended September 30, 2017. The restatement relates to the
following items.

 (1) Derecognize the goodwill from acquisition of ATI Nationwide Holdings Corporation and ATI Modular Technology
Corporation in accordance with ASC 805-10-55-4 through 55-9

 (2) Correcting error in eliminating entries of consolidation

 (3) Correcting error in recognizing deferred tax assets in 2016

The following summarizes the effects of restatement:
 

  
Previously
Reported  Adjustment  Restated

       
Deferred tax assets:  $ 0   10,774  $ 10,774 
             
Goodwill:  $ 393,656   (353,325)  $ 40,331 
             
Income tax payable:  $ 37,776   10,774  $ 48,550 
             
Additional paid in capital:  $ 5,838,101   (287,927)  $ 5,550,174 

             
Receivable for issuance of stock:  $ 115,493   (25,270)  $ 90,223 

             
Retained earnings:  $ (43,964)   18,422  $ (25,542)
             
Noncontrolling interest:  $ 138,947   (109,090)  $ 29,857 

             
General and administrative expenses:  $ 1,067,843   3,163  $ 1,071,006 

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and all its majority-owned subsidiaries which require
consolidation. Inter-company transactions have been eliminated in consolidation.

Interim Financial Statements

These interim unaudited financial statements have been prepared in accordance with accounting principles generally accepted in the
United States for interim financial information. They do not include all of the information and footnotes required by generally accepted
accounting principles for complete consolidated financial statements. Therefore, these consolidated financial statements should be read
in conjunction with the Company's audited financial statements and notes thereto contained in its report on Form 10-K/A for the years
ended December 31, 2016

The consolidated financial statements included herein are unaudited; however, they contain all normal recurring accruals and
adjustments that, in the opinion of management, are necessary to present fairly the Company's financial position at September 30,
2017, and the results of its operations and cash flows for the nine months ended September 30, 2017. The results of operations for the
period ended September 30, 2017 are not necessarily indicative of the results to be expected for future quarters or the full year.

Accounting Method

The Company's financial statements are prepared using the accrual method of accounting. The Company has elected a fiscal year
ending on December 31.

Use of Estimates



The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. In the opinion of
management, all adjustments necessary in order to make the financial statements not misleading have been included. Actual results
could differ from those estimates. 
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Financial Instruments

The carrying amount reported in the balance sheet for cash, accounts receivable, accounts payable, accrued expenses, interest payable
and short-term notes payable approximate fair value because of the immediate or short-term maturity of these financial instruments.

Cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less when purchased to be cash equivalents.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to a significant concentration of credit risk consist primarily of cash and
cash equivalents. The Company maintains deposits in federally insured financial institutions in excess of federally insured limits.
However, management believes the Company is not exposed to significant credit risk due to the financial position of the depository
institutions in which those deposits are held.

Property, Plant, and Equipment

Property, plant and equipment are initially recognized recorded at cost. Gains or losses on disposals are reflected as gain or loss in the
period of disposal. The cost of improvements that extend the life of plant and equipment are capitalized. These capitalized costs may
include structural improvements, equipment and fixtures. All ordinary repairs and maintenance costs are expensed as incurred.

Depreciation for financial reporting purposes is provided using the straight-line method over the estimated useful lives of the assets:

Office equipment 5 years

 

For the nine months ended September 30, 2017 and 2016, depreciation expense is $8,653 and $3,180, respectively.

Investments

Investments primarily include cost method investments. On September 30, 2017 and December 31, 2016, the carrying amount of
investments was $3,860 and $3,860, respectively. There are no identified events or changes in circumstances that may have a
significant adverse effect on fair value of the investment as of September 30, 2017.

Income Taxes

Income taxes are provided in accordance with Statement of Financial Accounting Standards ASC 740 Accounting for Income Taxes. A
deferred tax asset or liability is recorded for all temporary differences between financial and tax reporting and net operating loss carry
forwards. Deferred tax expense (benefit) results from the net change during the year of deferred tax assets and liabilities. Deferred tax
assets are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that some portion of all of
the deferred tax assets will be realized. Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on
the date of enactment.
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The Company was established under the laws of the State of Delaware and is subject to U.S. federal income tax and Delaware state
income tax. Deferred income tax assets and liabilities are computed for differences between the financial statement and tax bases of
assets and liabilities that will result in future taxable or deductible amounts and are based on enacted tax laws and rates applicable to
the periods in which the differences are expected to affect taxable income. Valuation allowances are established when necessary to
reduce deferred income tax assets to the amount expected to be realized. On September 30, 2017 and December 31, 2016, there is
deferred tax assets of $10,774. The Company had $37,776 and $32,198 of income tax liability as of September 30, 2017 and December
31, 2016, respectively.

Earnings per Share

In February 1997, the FASB issued ASC 260, "Earnings per Share", which specifies the computation, presentation and disclosure
requirements for earnings (loss) per share for entities with publicly held common stock. ASC 260 supersedes the provisions of APB
No. 15, and requires the presentation of basic earnings (loss) per share and diluted earnings (loss) per share. The Company has adopted
the provisions of ASC 260 effective (inception).

Basic earnings (loss) per common share is computed by dividing net income (loss) available to common shareholders by the weighted-
average number of shares of common stock outstanding during the period. Diluted earnings per common share is computed by dividing
income available to common shareholders by the weighted-average number of shares of common stock outstanding during the period
increased to include the number of additional shares of common stock that would have been outstanding if potentially dilutive
securities had been issued. There were no potentially dilutive securities outstanding during the periods presented.

For the nine months ended September 30, 2017 and 2016, diluted earnings per share are the same as basic earnings per share due to the
lack of dilutive items in the Company.

Segment Information

The standard, "Disclosures about Segments of an Enterprise and Related Information", codified with ASC 280, requires certain
financial and supplementary information to be disclosed on an annual and interim basis for each reportable segment of an enterprise.
The Company believes that it operates in business segment of marketing and sales in China while the Company's general
administration function is performed in the United States. On September 30, 2017, all assets and liabilities are in the United States
where the income and expense has been incurred since inception to September 30, 2017.

Impact of New Accounting Standards

The Company does not expect the adoption of recently issued accounting pronouncements to have a significant impact on the
Company's results of operations, financial position, or cash flow.

Pushdown Accounting and Goodwill

Pursuant to applicable rules (FASB ASC 805-50-S99) the Company used push down accounting to reflect Yilaime Corporation's
purchase of 100% of the shares of the Company's common stock. Richard Chiang, the Company's prior sole shareholder entered into an
agreement to sell an aggregate of 10,000,000 shares of the Company's common stock to Yilaime Corporation effective upon the closing
date of the Share Purchase Agreement dated June 26, 2014. Richard Chiang executed the agreement and owned no shares of the
Company's common stock. This transaction resulted in Yilaime Corporation retaining rights, title and interest to all issued and
outstanding shares of common stock in the Company.
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Revenue Recognition

The Company's revenue recognition policies comply with FASB ASC Topic 605. Revenue is recognized when persuasive evidence of
an arrangement exists, delivery has occurred, the price is fixed or determinable, collectability is reasonably assured, and there are no
significant subsequent obligations for the Company to assume.

Prior to an agreement, the Company assesses whether collectability from the potential customer is reasonably assured. The Company
reviews the customer's financial condition, which is an indicator of both its ability to pay, and, in turn, whether or not revenue is
realizable.

The ability to pay is an important criterion for entrance into an agreement with the customer. If management believes that the potential
customer does not have the ability to pay, normally an agreement is not entered into with the customer.

If, at the outset an arrangement is entered into and the Company determines that the collectability of the revenue amount from the
customer is questionable, management would not recognize revenue until it receives the amount due or conditions change so that
collectability is reasonably assured. If collectability is reasonably assured at the outset of an arrangement, but subsequent changes in
facts and circumstances indicate collection from the customer is no longer probable, the amount is recorded as bad debt expense.

There are two primary customer agreements currently offered to the Company's customers - (a) Licensing, Lease and Use Agreement
("Licensing Agreement"), and (b) Exporter Services Agreement ("Exporter Agreement").

(a) Licensing, Lease and Use Agreement

For the License, Lease and Use Agreement, the Company reflects revenue recognition over the course of the term.

(b) Exporter Services Agreement.

For services provided in the Exporter Service Agreement, the Company has two primary types of services called the Service Fee and
Transaction Fee. Additionally, under certain circumstances, the Company may charge an Extension Fee. The customer under the
Exporter Services Agreement is defined in this section as the "Exporter."

The Service Fee

Upon signing the Exporters Agreement, the Exporter is provided with services consisting of eight related components including: 1)
market analysis; 2) review of proposed goods and services; 3) expectations for supply and demand in the market; 4) conducting export
business in China; 5) information on financing; 6) information on the export tax savings programs; 7) international trade center
assistance; and 8) selecting and assigning a tax saving company. All eight components of the Service Fee are delivered as one
deliverable upon the signing or shortly thereafter of the Exporter Service Agreement with the exporter. The Company completes the
earnings process upon the signing the Exporter Service Agreement since the one service fee deliverable has been delivered and we
have no further obligations. Revenue is not recognized until the completion of these eight components and the Company has no further
obligations.
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The Transaction Fee

During this process, the Exporter's goods and services are tested in the market, buyers or identified, deals or negotiated and the
exporter products and services are delivered, and payment is made. The Transaction Fee is normally a percentage of each transaction.

The Transaction Fee process includes the Exporter's participation in three programs: 1) the Sample and Test Market Program; 2)
Market Acceptance Program; and 3) Export Delivery Action. In the Sample and Test Market Program, an Exporter's products and
services are tested in the market; sources of goods and services are confirmed; price indications are confirmed; and an Exporter and
buyer match occurs. In the Market Acceptance Program, the export deal is identified and negotiated. Finally, in the Export Delivery
Action, the goods are shipped and delivered and payment is made. The Company does not recognize revenue until completion of these
three programs and the Company has no further obligations.

Throughout the life of the Exporter Agreement, the Company expects Exporters to complete multiple transactions. Each transaction is
a separate and independent process.

The Extension Fee

The Extension Fee is an independent accounting unit. The Extension Fee is a fee charged to those Exporters who in rare cases for
whatever reason fail to avail themselves of the Transaction Process. The Exporter has one-year to participate in the Sample and Test
Market Program. Afterwards, provided no transaction has occurred and the Exporter agrees to pay a fee equal to 25% of the original
Service fee within thirty (30) days (the "Extension Fee"), the Exporter may continue the Transaction Process. If the Extension Fee is
not paid, the Exporter's participation and membership in the Sample and Test Program terminates. In the event of termination, the
balance of any prior fees is still due and payable.

Provided that the Exporter agrees to pay the Extension Fee and continues with the Transaction Process, at the end of the Transaction
Process and the last Transaction Fee deliverable is made, the Transaction Fee Process is completed. Upon completion, the Company
has no further obligations, revenue is recognized, and the Exporter is invoiced for both the Extension Fee and the Transaction Fee.

After the Exporter pays the Extension Fee, if no transaction has occurred for sixty (60) calendars days, the Company is exempt from
any obligation to provide further Transaction Process services and it recognizes revenue of the Extension Fee.

The Company recognizes revenue on a gross basis.

We have gross presentation for services provided by Yilaime, a contractor to the Company prior to the consummation of an
arrangement.

In accordance with ASC605-45-45, the gross basis to recognize revenue applies since the Company is the primary obligor in the
arrangement.

The Company expects to realize revenue for export funding and support, and franchise and license fees for United States support
locations, and education initiatives. Additionally, if and when the Company further develops AmericaTowne, revenues would be
expected to be recognized for (a) villa sales, rentals, timeshare and leasing; (b) hotel leasing and or operational revenues and sales; (c)
theme park and performing art center operations, sales and/or leasing; and (d) senior care facilities, operations and or sales.

The Company does not provide unconditional right of return, price protection or any other concessions to its customers.
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There were no sales returns and allowances from inception to September 30, 2017.

Valuation of Goodwill

We assess goodwill for potential impairments at the end of each fiscal year, or during the year if an event or other circumstance
indicates that we may not be able to recover the carrying amount of the asset. In evaluating goodwill for impairment, we first assess
qualitative factors to determine whether it is more likely than not (that is, a likelihood of more than 50 percent) that the fair value of a
reporting unit is less than its carrying amount. If we conclude that it is not more likely than not that the fair value of a reporting unit is
less than its carrying value, then no further testing of the goodwill assigned to the reporting unit is required. However, if we conclude
that it is more likely than not that the fair value of a reporting unit is less than its carrying value, then we perform a two-step goodwill
impairment test to identify potential goodwill impairment and measure the amount of goodwill impairment to be recognized, if any.

In the first step of the review process, we compare the estimated fair value of the reporting unit with its carrying value. If the estimated
fair value of the reporting unit exceeds its carrying amount, no further analysis is needed. If the estimated fair value of the reporting
unit is less than its carrying amount, we proceed to the second step of the review process to calculate the implied fair value of the
reporting unit goodwill in order to determine whether any impairment is required. We calculate the implied fair value of the reporting
unit goodwill by allocating the estimated fair value of the reporting unit to all of the assets and liabilities of the reporting unit as if the
reporting unit had been acquired in a business combination. If the carrying value of the reporting unit's goodwill exceeds the implied
fair value of the goodwill, we recognize an impairment loss for that excess amount. In allocating the estimated fair value of the
reporting unit to all of the assets and liabilities of the reporting unit, we use industry and market data, as well as knowledge of the
industry and our past experiences.

We base our calculation of the estimated fair value of a reporting unit on the income approach. For the income approach, we use
internally developed discounted cash flow models that include, among others, the following assumptions: projections of revenues and
expenses and related cash flows based on assumed long-term growth rates and demand trends; expected future investments to grow
new units; and estimated discount rates. We base these assumptions on our historical data and experience, third-party appraisals,
industry projections, micro and macro general economic condition projections, and our expectations.

We have had no goodwill impairment charges for the nine months ended September 30, 2017. The estimated fair value of each of our
reporting units exceeded its' respective carrying amount by more than 100 percent based on our models and assumptions. 

NOTE 3. NOTES RECEIVABLE – RELATED PARTIES

On July 12, 2017, the Company issued $15,000 secured promissory note to a shareholder with annual 6% interest rate. The note is due
on October 30, 2017. The interest rate is 9% after the due date. The note is secured by the personal guarantee of the borrower and the
borrower’s stock of the Company.

NOTE 4. ACCOUNTS RECEIVABLE

The nature of the net accounts receivable for September 30, 2017, in the amount of $3,030,636 are for Export Service Agreements. The
Company's allowance for bad debt is $374,317 which provides a net receivable balance of $2,656,319

Accounts' receivable is stated at the amount management expects to collect from outstanding balances. Management provides for
probable uncollected amounts through a charge to earnings and a credit to an allowance for bad debts based on its assessment of the
current status of individual accounts. Balances that are still outstanding after management has used reasonable collection efforts are
written off through a charge to the allowance for bad debts and a credit to accounts receivable.

Accounts receivable consist of the following:

  
September

  30  
December

 31
  2017  2016

     
Accounts receivable  $ 916,335  $ 795,727 
Accounts receivable- related parties   2,114,301   724,175 
Less: Allowance for doubtful accounts   (374,317)   (221,221)
Accounts receivable, net  $ 2,656,319  $ 1,298,681 
 



Bad debt expense was $160,130 and $49,852 for the nine months ended September 30, 2017 and 2016, respectively.
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Allowance for bad debt policy

Our bad debt policy is determined by the Company's periodic review of each account receivable for reasonable assurance of collection.
Factors considered are the exporter's financial condition, past payment history if any, any conversations with the exporter about the
exporter's financial conditions and any other extenuating circumstances. Based upon the above factors the Company makes a
determination whether the receivable are reasonable assured of collection. Based upon our review if required we adjust the allowance
for bad debt.

NOTE 5. SHAREHOLDER'S EQUITY

The Company incorporates by reference all prior disclosures for the period identified herein. See Part II, Item 6. The stockholders'
equity section of the Company contains the following classes of capital stock as of September 30, 2017:

• Common stock, $ 0.0001 par value: 100,000,000 shares authorized; 48,947,267 shares issued and outstanding

• Preferred stock, $ 0.0001 par value: 5,000,000 shares authorized; but not issued and outstanding. 

NOTE 6. DEFFERED REVENUE

ATI Modular receives $250,000 quarterly fee from Yilaime for Sales and Support Services Agreement. In accordance with ASC 605-
50-45, the Company defers and recognizes as a reduction to the future costs for quarterly fee. For the nine months September 30, 2017,
$750,000 fee from exclusive agreement incurred; $1,004,387 is booked deferred revenue as current liability on September 30, 2017 and
$70,000 went against cost charged by Yilaime.

NOTE 7. STOCK BASED COMPENSATION

For the nine months ended September 30, 2017 and 2016, $395,288 and $287,390 of stock compensation were charged to operating
expenses, respectively. $2,576,548 and $1,450,842 were recorded as deferred compensation on September 30, 2017 and December 31,
2016, respectively.

ATI Modular entered into an employment lock-up agreement on July 1, 2016 with Alton Perkins to serve as the Chairman of the Board,
President, Chief Executive Officer, Chief Financial Officer and Secretary. The term of Mr. Perkins' agreement is five years with ATI
Modular retaining an option to extend in one-year periods. In consideration for Mr. Perkins' services, ATI Modular has agreed to issue
to his designee, the Alton & Xiang Mei Lin Perkins Family Trust, 10,000,000 shares of common stock. ATI Modular may elect in the
future to include money compensation to Mr. Perkins or his designee for his services provided there is sufficient cash flow.

On June 20, 2017, the Company signed the “First Amendment Employment Agreement with Alton Perkins amending the original
Employment Agreement dated November 21, 2014. The new Agreement lifts up any lock-up provisions related to shares issued to
Alton Perkins or its designee. In addition, in accordance with the new Agreement, the Company issued Alton Perkins additional
10,000,000 shares of restricted common stock and extend his employment until June 19, 2022.

On September 11, 2017, the Company signed the “Second Amendment Employment Agreement with Alton Perkins amending the
original Employment Agreement dated November 21, 2014, as amended on June 20, 2017. Mr. Perkins agreed to serve as the
Chairman and Chief Executive of AmericaTowne Holdings, Inc. as well as continue to serve for five years through September 11,
2022, in the same capacity for AmericaTowne, Inc., ATI Modular Technology Corp, and its subsidiary Anhui Ao De Xin Modular New
Building Material Co., Ltd. In accordance with the new amended Agreement, the Company issued Alton Perkins and or his designee
8,831,145 shares of restricted common stock.
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NOTE 8. RELATED PARTY TRANSACTIONS

Yilaime Corporation, a Nevada corporation ("Yilaime") and Yilaime Corporation of NC ("Yilaime NC") are related parties to the
Company. Yilaime is a "Control Party" to AmericaTowne because it has title to greater than 50% of the issued and outstanding shares
of common stock in the Company. Alton Perkins is the majority shareholder and controlling principal of Yilaime, Yilaime NC, Perkins
DISC and the Company. Additionally, for those “trade centers” set forth below, Mr. Perkins directs all major activities and operating
policies of each entity. The common control may result in operating results or a financial position significantly different from that,
which would have been obtained if the enterprises were autonomous. Further, pursuant to ASC 850-10-50-6 the Company lists and
provides details for all material Related Party transactions so that readers of the financial statements can better assess and predict the
possible impact on performance.

Nature of Related Parties' Relationship

On October 8, 2014, the Company entered into the Stock Exchange Agreement with Yilaime NC. Pursuant to the terms of the Stock
Exchange Agreement, in consideration for the issuance of 3,616,059 shares of common stock in the Company to Yilaime NC, Yilaime
NC conveyed 10,848,178 shares of its restricted common stock to the Company. The intent of the parties in executing and performing
under the Stock Exchange Agreement is to effectuate tax-free reorganization under Section 368 of the Internal Revenue Code of 1986.
The Company issued the 3,616,059 shares of common stock to Yilaime NC on May 14, 2015. As result of receiving 10,848,178 shares
of issued and outstanding common stock in Yilaime (4.5% of issued and outstanding), the Company recorded a $3,860 investment in
use of Cost Method.

The Company authorized Yilaime NC to transfer 3,616,059 of these shares pursuant to the Company's effective registration statement
on Form S-1/A on November 5, 2015.

The Company entered into a Service Provider Agreement with Yilaime on October 27, 2014 (the "Service Agreement") wherein certain
"Export Funding and Support Services" and "Occupancy Services," as defined therein, are provided to the Company in consideration
for a fee. In addition to these fees, Yilaime has to pay an Operations Fee to the Company for exclusive rights. Mr. Perkins is the Chief
Executive Officer of the Company and is the majority shareholder and controlling person of Yilaime.

The Company also leased office space from Yilaime NC for $3,516 per month.

On June 27, 2016, ATI Modular entered into a Sales and Support Services Agreement with Yilaime. Under the Services Agreement,
Yilaime will provide ATI Modular with marketing, sales and support services in the ATI Modular’s pursuit of ATI Modular business in
China in consideration of a commission equal to 10% of the gross amount of monies procured for ATI Modular through Yilaime’s
services. In consideration of the right to receive this commission, Yilaime has agreed to pay ATI Modular a quarterly fee of $250,000
starting on July 1, 2016. The Services Agreement is set to expire on June 10, 2020, absent early termination for breach thereof by either
party. Yilaime retains an option to extend the term under its sole discretion until June 10, 2025 by providing written notice to ATI
Modular by March 10, 2019. Yilaime has agreed to be ATI Modular’s exclusive independent contractor in providing the services in the
Services Agreement, and has agreed to a non-compete and non-circumvent agreement.
 
Yilaime is obligated to provide support services only in a manner that is deemed commercially acceptable by Yilaime and Yilaime has
the sole right to determine the means, manner and method by which services will be provided and at the time and location of its
choosing. Furthermore, as the control person of Yilaime, Mr. Perkins might make decisions he deems are in the best interests of
Yilaime, which might be to the detriment of the goals and objectives of ATI Modular.
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Pursuant to ASC 850-10-50-6, the Company makes the following transaction disclosures for nine months ending September 30,

Consolidated Operating Statement Related Party Transactions (for nine months ending September 30, 2017 and 2016).

(a) $150,000 and $150,000 in revenues for Yilaime's exclusive agreement with the Company;

(b) $901,750 and $175,000 in Trade Center Service Agreement Revenue;

(c) $30,242 and $0 in commission revenue with Nationwide Microfinance Limited;

(d) $112,916 and $117,062 in costs of revenues to Yilaime for services pursuant to the Service Agreement;

(e) $555,871 and $463,000 for general and administrative expenses for commissions and fees.

(f) For the nine months ended, September 30, 2017, $31,947 for general and administrative expenses for rent expenses the Company
paid to Yilaime towards its lease agreement; For the nine months ended, September 30, 2017, $22,500 for general and administrative
expenses for rent expenses ATI Modular paid to Yilaime towards its lease agreement. For the nine months ended, September 30, 2017,
$22,500 for general and administrative expenses for rent expenses ATI Nationwide paid to Yilaime towards its lease agreement.

For the nine months ended, September 30, 2016, $22,665 for general and administrative expenses for rent expenses the Company paid
to Yilaime towards its lease agreement; $7,500 for general and administrative expenses for rent expenses ATI Modular paid to Yilaime
towards its lease agreement.

(g) $395,288 and $287,390 for general and administrative operating expenses recorded as stock compensation for respective
employment agreements.

Consolidated Balance Sheet Related Party Transactions (on September 30, 2017 and December 31, 2016)

(a) $15,000 and $0 notes receivable to a shareholder;

(b) $932,811 and $405,817 net account receivables Yilaime owes to the Company;

(c) $115,459 and $42,839 due to Yilaime;

(d) $1,065,636 and $282,149 Trade Center receivables owed to the Company;

(e) On September 30, 2017, other receivables include $242,500 owed by Perkins Hsu Export Corporation and $14,677 purchase mining
equipment and advances for Yilaime Nairobi Ltd

On December 31, 2016, other receivables include $69,120 owed by Yilaime $175,772 owed by Perkins Hsu Export Corporation and
$14,677 purchase mining equipment and advances for Yilaime Nairobi Ltd;

(f) $1,004,387 and $324,387 deferred revenue-Yilaime; 

(g) $23,712 and 198,000 as accounts payable to Anhui Ao De Xin Modular Construction Technology Co., Ltd.; 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

Special Note Regarding Forward-Looking Statements
 
Information included or incorporated by reference in this Quarterly Report on Form 10-Q contains forward-looking statements. All
forward-looking statements are inherently uncertain as they are based on current expectations and assumptions concerning future
events or future performance of the Company. Readers are cautioned not to place undue reliance on these forward-looking statements,
which are only predictions and speak only as of the date hereof. Forward-looking statements may contain the words “believes,”
“project,” “expects,” “anticipates,” “estimates,” “forecasts,” “intends,” “strategy,” “plan,” “may,” “will,” “would,” “will be,” “will
continue,” “will likely result,” and similar expressions, and are subject to numerous known and unknown risks and uncertainties.
Additionally, statements relating to implementation of business strategy, future financial performance, acquisition strategies, capital
raising transactions, performance of contractual obligations, and similar statements may contain forward-looking statements. In
evaluating such statements, prospective investors and shareholders should carefully review various risks and uncertainties identified in
this Report, including the matters set forth under the captions “Risk Factors” and in the Company’s other SEC filings. These risks and
uncertainties could cause the Company’s actual results to differ materially from those indicated in the forward-looking statements. The
Company disclaims any obligation to update or publicly announce revisions to any forward-looking statements to reflect future events
or developments.
 
Although forward-looking statements in this Form 10-Q reflect the good faith judgment of our management, such statements can only
be based on facts and factors currently known by us. Consequently, forward-looking statements are inherently subject to risks and
uncertainties, and actual results and outcomes may differ materially from the results and outcomes discussed in or anticipated by the
forward-looking statements. Factors that could cause or contribute to such differences in results and outcomes include, without
limitation, those specifically addressed under the heading “Risk Factors Related to Our Business” below, as well as those discussed
elsewhere in this Form 10-Q. Readers are urged not to place undue reliance on these forward-looking statements, which speak only as
of the date of this Form 10-Q. We file reports with the Securities and Exchange Commission (“SEC”). You can read and copy any
materials we file with the SEC at the SEC’s Public Reference Room, 100 F. Street, NE, Washington, D.C. 20549. You can obtain
additional information about the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC
maintains an Internet site (www.sec.gov) that contains reports, proxy and information statements, and other information regarding
issuers that file electronically with the SEC, including us.
 

We disclaim any obligation to revise or update any forward-looking statements in order to reflect any event or circumstance that may
arise after the date of this Quarterly Report on Form 10-Q. Readers are urged to carefully review and consider the various disclosures
made throughout the entirety of this Quarterly Report and the Company’s Annual Report on Form 10-K, which attempt to advise
interested parties of the risks and factors that may affect our business, financial condition, results of operations and prospects.
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General Description of Business

For a general overview of business operations, the Company hereby incorporates by reference the disclosures and narrative recently
provided in its Annual Report on Form 10-K.

We plan to raise capital following our recent change in status to an operating entity through the offering of shares of common stock or
preferred stock to investors. We anticipate we will need to pursue capital to fund our operations over the next twelve months. We
believe we will be able to raise the necessary capital to carry out our business plan, but there is no assurance that we will be able to do
so.

We plan to earn revenues and income, and generate cash, by focusing on our four core business operations and initiatives, as set forth
above. At this point, the Company's revenue is generated from our Service Provider and Exporter Service Agreements. We generate
revenues and cash by servicing these agreements. We work with exporters carefully and focus on our accounts receivable as part of
managing our projected tight liquidity position. Additionally, we work with exporters closely in developing export strategies for the
goods and services they planned to export.

At present, the bulk of our operations take place at our Raleigh, North Carolina office, which acts as a model for plans for our United
States Trade Center operations. We are in the process of outfitting our operations in Meishan and possibly other locations in China. We
have hired two full-time managers to operate the facilities located at Meishan and other locations in China.
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Our short-term operational objectives are to develop our exporter pipeline, grow revenues and increase operations and facilities in the
United States while bringing our facilities online in Chizhou, China. Our focus currently is on enhancing our exporter base, including
working with state export agencies to identify exporters as well as sources of goods and services made in the United States that are in
demand in China. Along with increasing our United States operations, we are hoping to identify additional key staff in the United
States and China that can help us implement our plan. While we feel optimistic about meeting the challenges as well as the
opportunities before us, there is no assurance that we will be able to meet the challenges or take advantage of opportunities we perceive
are available.

To achieve its long-term objectives, the Company intends on shifting its revenue stream from a United Stated-based to a China-based
stream by fully operating all planned activities at the planned locations and other trade centers, and activities within our AmericaTowne
complexes and Chinese-based internet sites. Each of the Company's four core initiatives presents challenges, risks, and opportunities.

We believe that we see positive trends in the export area. Additionally, the Company plans to pursue opportunities in export not often
thought of as an "exported commodity. Along with our planned core AmericaTowne communities, trade centers in the United States
and China, and Internet operations, the Company plans on pursuing opportunities that are traditionally not thought of as an export
commodity. While we are developing our core export businesses we will seek too diverse by acquiring and or partnering with other
businesses that we expect to provide sustained long term growth.

There is no assurance we will be able to pursue these opportunities successfully. Additionally, our short and long-term liquidity
position is impacted by the success we achieve in implementing our plans. We do plan on pursuing the full range of available funding
opportunities. Additionally, we expect to help those in our exporting program with funding opportunities and various programs that
may be available to them in the private community, and at the state and national level within the United States.

Additionally, going forward we expect to take advantage of the various export tax laws that will help our cash flow position as well as
assist our exporters with their growth. There is no assurance that our plans will be successful. There will be cost to bring all of the
planned facilities online in China, including the costs involved with the Trade Center in Meishan and other locations in China. While
we do have a plan to cover these costs, there can be no assurance that our plan will be successful. While we have discussed the
possibility of outside investments in various forms, there are no agreements in place or any assurance that they will be realized in the
future.

The uncertainty of implementing our business plan in China and the various laws and policies in China and how they may impact our
Company going forward is real. There is no assurance that we will be able to navigate the laws and policies at the national or local
level that will allow us to achieve objectives outlined in our business plan. Though our results of operations thus far have been
effective, there can be no assurance that we will obtain the same results going forward.

We can make no assurances that we will find commercial success in any of our products. We also rely upon the Service Agreement
with Yilaime NC, November 11, 2014 Form 8K, under Item 15(a)(3) 10.8, for revenues. We are a new company and thus have very
limited experience in sales expectations and forecasting. We also have not fully discovered any seasonality to our business as we began
operations for the first quarter of 2016. We intend on relying on Yilaime for operational support. If we cannot achieve independent
commercial success, we may need to continue to rely on Yilaime for support. If Yilaime at any time decides to alter or change
materially our arrangement, we could experience a material adverse effect on the Company.

Emerging Growth Company

We qualify as an “emerging growth company” under the JOBS Act. As a result, we are permitted to, and intend to, rely on exemptions
from certain disclosure requirements. For so long as we are an emerging growth company, we will not be required to:

have an auditor report on our internal controls over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act;

comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory
audit firm rotation or a supplement to the auditor's report providing additional information about the audit and the financial
statements (i.e., an auditor discussion and analysis);

submit certain executive compensation matters to shareholder advisory votes, such as "say-on-pay" and "say-on-frequency;"
and

disclose certain executive compensation related items such as the correlation between executive compensation and performance
and comparisons of the CEO's compensation to median employee compensation.
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In addition, Section 107 of the JOBS Act also provides that an emerging growth company can take advantage of the extended transition
period provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards. In other words, an
emerging growth company can delay the adoption of certain accounting standards until those standards would otherwise apply to
private companies. We have elected to take advantage of the benefits of this extended transition period. Our financial statements may
therefore not be comparable to those of companies that comply with such new or revised accounting standards.

We will remain an “emerging growth company” for up to five (5) years, or until the earliest of (i) the last day of the first fiscal year in
which our total annual gross revenues exceed $1 billion, (ii) the date that we become a "large accelerated filer" as defined in Rule 12b-
2 under the Securities Exchange Act of 1934, which would occur if the market value of our ordinary shares that is held by non-
affiliates exceeds $700 million as of the last business day of our most recently completed second fiscal quarter or (iii) the date on
which we have issued more than $1 billion in non-convertible debt during the preceding three year period. As an emerging growth
company, the company is exempt from Section 14A and B of the Securities Exchange Act of 1934 which require the shareholder
approval of executive compensation and golden parachutes. The Company is an Emerging Growth Company under the JOBS Act of
2012, but the Company has irrevocably opted out of the extended transition period for complying with new or revised accounting
standards pursuant to Section 107(B) of the JOBS Act.

Results of Operations for the Nine Months Ended September 30, 2017 and 2016

The following table sets forth the summary income statement for the nine month period ended September 30, 2017 and 2016:

  Nine Months Ended

  
September 30,

2017  
September 30,

2016
Revenue  $ 1,310,39  $ 1,327,405 
Cost of Revenues-Related Parties  $ 113,076  $ 460,066 
Operating Expense  $ 1,327,127  $ 953,476 
         
Net Income (Loss)  $ (136,825)  $ (96,016)

 

Revenues

For the nine months ended September 30, 2017, the Company had revenues of $1,310,396, of which $1,081,992 were related party
sales which included $901,750 in Trade Center agreements. Additionally, the Company had sales of $225,000 in Export Service
Agreements
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Operating Expenses 

Our expenses for the nine months ended September 30, 2017 and 2016 are outlined in the table below:

  Nine Months Ended

  
September 30,

2017  
September 30,

2016
General and Administrative  $ 1,071,006  $ 766,964 
Professional Fees  $ 256,121  $ 186,512 
         
Total Operating Expenses  $ 1,327,127  $ 953,476 

 

Our operating expenses are largely attributable to commissions and professional fees related to our reporting requirements as a public
company and implementation of our business plan. Compared to the same period in 2016, the increase of operating expenses in 2017 is
due to higher commissions.

Net Loss

As a result of our operations, the Company reported net loss of $136,825 for the nine months ended September 30, 2017.

Liquidity and Capital Resources

Working Capital

   

  
September 30,

2017  
December 31,

2016
Current Assets  $ 4,144,413  $ 2,531,909 
Current Liabilities  $ 1,285,291  $ 660,043 
         
Working Capital  $ 2,859,122  $ 1,871,866 

 

Cash Flow

  Nine Months Ended

  
September 30,

2017  
September 30,

2016
Net Cash Used in Operating Activities  $ 515,842  $ 3,330 
Net Cash Used in Investing Activities  $ 19,944  $ 180,921 
Net Cash Provided by Financing Activities  $ 624,068  $ 375,211 
         
Increase in Cash and Cash Equivalents  $ 88,282  $ 190,960 

 

Cash Used in Operating Activities

Higher net cash used in operating activities for the nine months ended September 30, 2017 is due to higher net loss and increase in
accounts receivable.

Cash Used in Investing Activities



We spent $4,944 and $5,921 on fixed assets for nine months ended September 30, 2017 and 2016, respectively. In addition, we spent
$15,000 in issuance of notes receivable for the nine months ended September 30, 2016.
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Cash Provided by Financing Activities

We received proceeds of $624,068 and $375,211 from issuing common stock for the nine months ended September 30, 2017 and 2016,
respectively.

Off-Balance Sheet Arrangements

We have not entered into any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital
resources.

Critical Accounting Policies

Our financial statements and related public financial information are based on the application of accounting principles generally
accepted in the United States ("US GAAP"). US GAAP requires the use of estimates; assumptions, judgments and subjective
interpretations of accounting principles that have an impact on the assets, liabilities, revenues and expenses amounts reported. These
estimates can also affect supplemental information contained in our external disclosures including information regarding contingencies,
risk and financial condition.

We believe our use of estimates and underlying accounting assumptions adhere to GAAP and are consistently and conservatively
applied. We base our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances. Actual results may differ materially from these estimates under different assumptions or conditions. We continue to
monitor significant estimates made during the preparation of our financial statements.

We believe the following is among the most critical accounting policies that impact our consolidated financial statements. We suggest
that our significant accounting policies, as described in our financial statements in the Summary of Significant Accounting Policies, be
read in conjunction with this Management's Discussion and Analysis of Financial Condition and Results of Operations.

Revenue Recognition

The Company recognizes revenue at the date of delivery to customers when a formal arrangement exists, the price is fixed or
determinable, the delivery is completed, no other significant obligations of the Company exist and collectability is reasonably assured.
The Company's Revenue Recognition policy is provided in detail at Note 2 of the Financial Statements.

Income Taxes

The Company accounts for income taxes in accordance with ASC Topic 740, "Income Taxes." ASC 740 requires a company to use the
asset and liability method of accounting for income taxes, whereby deferred tax assets are recognized for deductible temporary
differences, and deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences
between the reported amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance
when, in the opinion of management, it is more likely than not that some portion, or all of, the deferred tax assets will not be realized.
Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.

Under ASC 740, a tax position is recognized as a benefit only if it is "more likely than not" that the tax position would be sustained in a
tax examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of tax benefit that is
greater than 50% likely of being realized on examination. For tax positions not meeting the "more likely than not" test, no tax benefit is
recorded. The adoption had no effect on the Company's consolidated financial statements.
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Recent Accounting Pronouncements

The Company does not expect the adoption of recently issued accounting pronouncements to have a significant impact on the
Company's results of operations, financial position, or cash flow.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

As a smaller reporting company, as defined in 17 CFR § 229.10(f)(1), we are not required to provide the information requested by this
Item.

Item 4. Controls and Procedures.

Disclosure of Controls and Procedures

As required by Rule 13a-15 of the Securities Exchange Act of 1934, our principal executive officer and principal financial officer
evaluated our company's disclosure controls and procedures (as defined in Rules 13a-15(e) of the Securities Exchange Act of 1934) as
of the end of the period covered by this report. Based on this evaluation, our principal executive officer and principal financial officer
concluded that as of the end of the period covered by this report, these disclosure controls and procedures were not effective to ensure
that the information required to be disclosed by our company in reports it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in the rules and forms of the Securities Exchange
Commission and to ensure that such information is accumulated and communicated to our company's management, including our
principal executive officer and principal financial officer, to allow timely decisions regarding required disclosure. The conclusion that
our disclosure controls and procedures were not effective was due to the presence of the following material weaknesses in internal
control over financial reporting which are indicative of many small companies with small staff: (i) inadequate segregation of duties and
effective risk assessment; and (ii) insufficient written policies and procedures for accounting and financial reporting with respect to the
requirements and application of both United States generally accepted accounting principles and Securities and Exchange Commission
guidelines. Management anticipates that such disclosure controls and procedures will not be effective until the material weaknesses are
remediated.

As described in Basis of Presentation in this Third Quarter Report for fiscal year 2017, the Company recently determined that a
material weakness existed in the Firm's internal control over financial reporting (as defined in Rule 13a-15(f) under the Securities
Exchange Act of 1934) as of September 30, 2017. A material weakness is a deficiency, or a combination of deficiencies, in internal
control over financial reporting such that there is a reasonable possibility that a material misstatement of the annual or interim financial
statements will not be prevented or detected on a timely basis.

As a result of that determination, the Company's Chief Executive Officer and Chief Financial Officer have since concluded that the
Firm's disclosure controls and procedures were not effective as of September 30, 2017.

We plan to take steps to enhance and improve the design of our internal controls over financial reporting. During the period covered by
this quarterly report on Form 10-Q, we have not been able to remediate the material weaknesses identified above. To remediate such
weaknesses, we plan to implement the following changes during our fiscal year ending December 31, 2017, subject to obtaining
additional financing: (i) appoint additional qualified personnel to address inadequate segregation of duties and ineffective risk
management; and (ii) adopt sufficient written policies and procedures for accounting and financial reporting. The remediation efforts
set out above are largely dependent upon our securing additional financing to cover the costs of implementing the changes required. If
we are unsuccessful in securing such funds, remediation efforts may be adversely affected in a material manner.

Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control
issues, if any, within our company have been detected. These inherent limitations include the realities that judgments in decision-
making can be faulty and that breakdowns can occur because of simple error or mistake.
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Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the nine months ended September 30, 2017 that have
materially affected or are reasonably likely to materially affect, our internal control over financial reporting. 

PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

There are not presently any material pending legal proceedings to which the Company is a party or as to which any of its property is
subject, and no such proceedings are known to the Company to be threatened or contemplated against it.

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

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

The Company incorporates by reference all prior disclosures for the period identified herein reported on Forms 8-K.

Item 6. Exhibits.

    Incorporated by
reference

Exhibit Exhibit Description Filed
herewith

Form Period
ending

Exhibit Filing
date

31.1
and
31.2

Certification of the Chief Executive Officer and Chief Financial Officer
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

X     

32.1
and
32.2

Certification of the Chief Executive Officer and Chief Financial Officer
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

X     
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the
capacities and on the dates indicated.

/s/Alton Perkins 
 AMERICATOWNE, INC.

 By: Alton Perkins
 Its: Chairman of the Board, Chief Executive Officer, Chief Financial Officer, Principal Accounting Officer

 Date: February 7, 2018
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