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AMERICAN SUPERCONDUCTOR CORPORATION
PART I — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)
September 30,
2021

March 31, 2021

ASSETS
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable, net
Inventory, net
Prepaid expenses and other current assets
Restricted cash
Total current assets

$

Property, plant and equipment, net
Intangibles, net
Right-of-use assets
Goodwill
Restricted cash
Deferred tax assets
Other assets
Total assets

$

48,501
25,177
21,574
4,924
2,323
102,499
14,611
12,645
3,588
43,471
6,165
1,054
340
184,373

$

$

67,814
5,140
13,267
13,306
3,546
2,157
105,230
8,997
9,153
3,747
34,634
5,568
1,223
314
168,866

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expenses
Lease liability, current portion
Debt, current portion
Contingent consideration
Deferred revenue, current portion
Total current liabilities

$

Deferred revenue, long-term portion
Lease liability, long-term portion
Deferred tax liabilities
Debt, long-term portion
Other liabilities
Total liabilities

27,891
705
72
4,720
23,871
57,259

$

7,647
3,012
203
125
23
68,269

19,810
612
7,050
13,266
40,738
7,991
3,246
274
25
52,274

Commitments and Contingencies (Note 16)
Stockholders' equity:
Common stock
Additional paid-in capital
Treasury stock
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders' equity

$

288
1,130,921
(3,639)
(316)
(1,011,150)
116,104
184,373 $

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements
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280
1,121,495
(3,593)
(277)
(1,001,313)
116,592
168,866

AMERICAN SUPERCONDUCTOR CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Revenues

$

Three Months Ended
September 30,
2021
2020
27,908 $
21,117

$

Six Months Ended
September 30,
2021
2020
53,328 $
42,329

24,647

15,596

46,698

31,768

3,261

5,521

6,630

10,561

Operating expenses:
Research and development
Selling, general and administrative
Amortization of acquisition-related intangibles
Change in fair value of contingent consideration
Total operating expenses

2,669
6,697
627
(2,430)
7,563

2,719
5,887
121
8,727

5,711
13,838
1,212
(2,330)
18,431

5,218
11,524
242
16,984

Operating loss

(4,302)

(3,206)

(11,801)

(6,423)

Interest income, net
Other income (expense), net
Loss before income tax expense

25
24
(4,253)

161
(476)
(3,521)

57
(40)
(11,784)

320
(646)
(6,749)

Cost of revenues
Gross margin

181

Income tax expense (benefit)

191

(1,947)

380

Net loss

$

(4,434)

$

(3,712) $

(9,837) $

(7,129)

Net loss per common share
Basic
Diluted

$
$

(0.16)
(0.16)

$
$

(0.17) $
(0.17) $

(0.36) $
(0.36) $

(0.33)
(0.33)

Weighted average number of common shares outstanding
Basic
Diluted

27,252
27,252

21,860
21,860

27,040
27,040

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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21,775
21,775

AMERICAN SUPERCONDUCTOR CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

Net loss
Other comprehensive (loss) gain, net of tax:
Foreign currency translation (loss) gain
Total other comprehensive (loss) gain, net of tax
Comprehensive loss

$

$

Three Months Ended
September 30,
2021
2020
(4,434) $
(3,712) $
24
24
(4,410)

$

(43)
(43)
(3,755) $

Six Months Ended
September 30,
2021
2020
(9,837) $
(7,129)
(39)
(39)
(9,876) $

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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(46)
(46)
(7,175)

AMERICAN SUPERCONDUCTOR CORPORATION
UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE THREE AND SIX MONTHS ENDED SEPTEMBER 30, 2021 AND 2020
(In thousands)

Balance at March 31, 2021
Issuance of common stock - bonus
payout
Issuance of common stock restricted shares
Stock-based compensation expense
Issuance of stock for 401(k) match
Issuance of common stock - Neeltran
acquisition
Repurchase of treasury stock
Cumulative translation adjustment
Net loss
Balance at June 30, 2021
Issuance of common stock - ESPP
Issuance of common stock - bonus
payout
Stock-based compensation expense
Issuance of stock for 401(k) match
Cumulative translation adjustment
Net loss
Balance at September 30, 2021

Balance at March 31, 2020
Issuance of common stock restricted shares
Stock-based compensation expense
Issuance of stock for 401(k) match
Repurchase of treasury stock
Cumulative translation adjustment
Net loss
Balance at June 30, 2020
Issuance of common stock - ESPP
Issuance of common stock restricted shares
Stock-based compensation expense
Issuance of stock for 401(k) match
Repurchase of treasury stock
Cumulative translation adjustment
Net loss
Balance at September 30, 2020

Common Stock
Number of
Shares
Par Value
27,988 $
280

Additional
Paid-in
Capital
$ 1,121,495

Accumulated
Other
Total
Treasury
Comprehensive Accumulated Stockholders'
Stock
Loss
Deficit
Equity
$
(3,593) $
(277) $ (1,001,313) $
116,592

111

1

1,681

—

—

—

1,682

318
—
7

3
—
—

(3)
1,292
112

—
—
—

—
—
—

—
—
—

—
1,292
112

302
—
—
—
28,726
10

3
—
—
—
287
—

4,384
—
—
—
$ 1,128,961
125

1
—
—
—
—
288

597
1,101
137
—
—
$ 1,130,921

$

Common Stock
Number of
Shares
Par Value
22,902 $
229

Additional
Paid-in
Capital
$ 1,053,507

Accumulated
Other
Total
Treasury
Comprehensive Accumulated Stockholders'
Stock
Loss
Deficit
Equity
$
(2,666) $
(216) $
(978,635) $
72,219

47
—
10
—
—
28,793

493
—
13
—
—
—
23,408
8
33
—
9
—
—
—
23,458

$

$

$

$

$

—
(46)
—
—
(3,639) $
—
—
—
—
—
(3,639) $

—
—
—
—
(63)
—
—
(5,403)
(340) $ (1,006,716) $
—
—
—

—

—
—
24
—
—
(4,434)
(316) $ (1,011,150) $

4,387
(46)
(63)
(5,403)
118,553
125
598
1,101
137
24
(4,434)
116,104

5
—
—
—
—
—
234
—

(5)
909
88
—
—
—
$ 1,054,499 $
99

—
—
—
(377)
—
—
(3,043) $
—

—
—
—
—
(3)
—
(219) $
—

—
—
—
—
—
(3,417)
(982,052) $
—

—
909
88
(377)
(3)
(3,417)
69,419
99

—
—
—
—
—
—
234

—
849
101
—
—
—
$ 1,055,548

—
—
—
(293)
—
—
(3,336) $

—
—
—
—
(43)
—
(262) $

—
—
—
—
—
(3,712)
(985,764) $

—
849
101
(293)
(43)
(3,712)
66,420

$

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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AMERICAN SUPERCONDUCTOR CORPORATION
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
Six Months Ended September 30,
2021
2020
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operations:
Depreciation and amortization
Stock-based compensation expense
Provision for excess and obsolete inventory
Deferred income taxes
Change in fair value of contingent consideration
Other non-cash items
Unrealized foreign exchange loss on cash and cash equivalents
Changes in operating asset and liability accounts:
Accounts receivable
Inventory
Prepaid expenses and other assets
Accounts payable and accrued expenses
Deferred revenue
Net cash used in operating activities

$

(9,837) $

(7,129)

2,631
2,393
1,203
(2,137)
(2,330)
197
1

2,009
1,758
1,250
—
—
233
272

(8,657)
(475)
1,521
3,475
281
(11,734)

157
3,591
(866)
(3,192)
(4,636)
(6,553)

(510)
—
(11,479)
5,189
(30)
(6,830)

(1,326)
25,006
—
—
63
23,743

Cash flows from financing activities:
Repurchase of treasury stock
Repayment of debt
Proceeds from exercise of employee stock options and ESPP
Net cash provided/(used) by financing activities

(46)
(18)
125
61

(670)
—
99
(571)

Effect of exchange rate changes on cash

(47)

53

Cash flows from investing activities:
Purchase of property, plant and equipment
Sale of marketable securities
Cash paid for acquisition, net of cash acquired
Proceeds from the maturity of marketable securities
Change in other assets
Net cash (used)/provided by investing activities

Net increase/(decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period
Cash, cash equivalents and restricted cash at end of period
Supplemental schedule of cash flow information:
Cash paid for income taxes, net of refunds
Non-cash investing and financing activities
Issuance of common stock to settle liabilities

$

(18,550)
75,539
56,989 $

$

306
2,529

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

16,672
30,864
47,536
275
189

AMERICAN SUPERCONDUCTOR CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of the Business and Operations and Liquidity
Nature of the Business and Operations
American Superconductor Corporation (together with its subsidiaries, “AMSC®” or the “Company”) was founded on April 9, 1987. The
Company is a leading system provider of megawatt-scale power resiliency solutions that Orchestrate the Rhythm and Harmony of Power on the Grid™ and
that protect and expand the capability of the Navy’s fleet. The Company’s system level products leverage its proprietary “smart materials” and “smart
software and controls” to provide enhanced resiliency and improved performance of megawatt-scale power flow.
These unaudited condensed consolidated financial statements of the Company have been prepared on a going concern basis in accordance with
United States generally accepted accounting principles (“GAAP”) and the Securities and Exchange Commission’s (“SEC”) instructions to Form 10-Q. The
going concern basis of presentation assumes that the Company will continue operations and will be able to realize its assets and discharge its liabilities and
commitments in the normal course of business. Certain information and footnote disclosures normally included in the financial statements prepared in
accordance with GAAP have been condensed or omitted pursuant to those instructions. The year-end condensed balance sheet data was derived from
audited financial statements but does not include all disclosures required by GAAP. The unaudited condensed consolidated financial statements, in the
opinion of management, reflect all adjustments (consisting of normal recurring adjustments) necessary for a fair statement of the results for the interim
periods ended September 30, 2021 and 2020 and the financial position at September 30, 2021; however, these results are not necessarily indicative of
results which may be expected for the full year. The interim condensed consolidated financial statements, and notes thereto, should be read in conjunction
with the audited consolidated financial statements for the year ended March 31, 2021, and notes thereto, included in the Company’s Annual Report on
Form 10-K for the year ended March 31, 2021 filed with the SEC on June 2, 2021.
Liquidity
The Company has historically experienced recurring operating losses and as of September 30, 2021, the Company had an accumulated deficit of
$1,011.1 million. In addition, the Company has historically experienced recurring negative operating cash flows. At September 30, 2021, the Company had
cash and cash equivalents of $48.5 million. Cash used in operations for the six months ended September 30, 2021 was $11.7 million.
In February 2021, the Company filed a shelf registration statement on Form S-3 that will expire in February 2024 (the “Form S-3”). The Form S-3
allows the Company to offer and sell from time-to-time up to $250 million of common stock, debt securities, warrants or units comprised of any
combination of these securities. The Form S-3 is intended to provide the Company flexibility to conduct registered sales of the Company's securities,
subject to market conditions, in order to fund the Company's future capital needs. The terms of any future offering under the Form S-3 will be established at
the time of such offering and will be described in a prospectus supplement filed with the SEC prior to the completion of any such offering.
On May 6, 2021 (the "Neeltran Acquisition Date"), the Company entered into a Purchase and Sale Agreement (the "Real Property Purchase
Agreement") and a Stock Purchase Agreement (the "Neeltran Stock Purchase Agreement") with the selling equity holders named therein. Also on May 6,
2021, pursuant to the Real Property Purchase Agreement, the Company's wholly-owned Connecticut limited liability company, AMSC Husky LLC
("AMSC Husky"), purchased the real property that served as Neeltran's headquarters for $4.3 million, of which (a) $2.4 million was paid in immediately
available funds by AMSC Husky to the owners of such real property, and (b) $1.9 million was paid directly to TD Bank as full payment for the outstanding
indebtedness secured by the mortgage on such real property. Pursuant to the terms of the Neeltran Stock Purchase Agreement and concurrently with
entering into such agreement, the Company purchased all of the issued and outstanding shares of capital stock of (i) Neeltran, Inc., a Connecticut
corporation ("Neeltran") that supplies rectifiers and transformers to industrial customers, and (ii) Neeltran International, Inc., a Connecticut corporation
("International"), for: (a) $1.0 million in cash, and (b) 301,556 shares of the Company's common stock, $.01 par value per share (the "AMSC Shares"), that
were paid and issued to the Neeltran selling stockholders, respectively at closing (the "Neeltran Acquisition"). The Company also paid $1.1 million to
International selling stockholders at closing to pay off previous loans made by them to Neeltran. Additionally, the Company paid approximately $7.6
million on behalf of the selling equity holders, including $1.9 million of indebtedness secured by the mortgage on the real property as described above,
directly to Neeltran lenders at closing to extinguish outstanding Neeltran indebtedness to third parties on behalf of the sellers.
In March 2020, the World Health Organization declared the disease caused by the novel coronavirus, COVID-19, to be a pandemic. COVID19 has spread throughout the globe, including in the Commonwealth of Massachusetts where the Company’s headquarters are located, and in other areas
where the Company has business operations. In response to the outbreak, the Company has followed the guidelines of the U.S. Centers for Disease Control
and Prevention and applicable state government authorities to protect the health and safety of the Company’s employees, families, suppliers, customers and
communities. While these existing measures and, COVID-19 generally, have not materially disrupted the Company’s business to date, any future actions
necessitated by the COVID-19 pandemic may result in disruption to the Company’s business.
While the COVID-19 pandemic continues to rapidly evolve, the Company is starting to experience inflation pressure in its supply chains and some
delays in sourcing materials needed for its products. The Company continues to assess the impact of the COVID-19 pandemic to best mitigate risk and
continue the operations of the Company’s business. The extent to which the outbreak impacts the Company’s business, liquidity, results of operations and
financial condition will depend on future developments, which are highly uncertain and cannot be predicted with confidence, including new information
that may emerge concerning the severity of the COVID-19 pandemic, the spread of new variations of the virus, the actions to contain it or treat its impact
and the effectiveness and adoption of vaccines and treatments, among others. If the Company, its customers or suppliers experience prolonged shutdowns
or other business disruptions, including global supply chain disruptions, the Company’s business, liquidity, results of operations and financial condition are
likely to be materially adversely affected, and the Company’s ability to access the capital markets may be limited.
The Company believes that based on the information presented above and its quarterly management assessment, it has sufficient liquidity to fund
its operations and capital expenditures for the next twelve months following the issuance of the financial statements for the six months ended September
30, 2021. The Company’s liquidity is highly dependent on its ability to increase revenues, including its ability to collect revenues under its agreements with
Inox, its ability to control its operating costs, and its ability to raise additional capital, if necessary. The impact of the COVID-19 pandemic on the global
financing markets may reduce the Company's ability to raise additional capital, if necessary, which could negatively impact the Company's liquidity. There
can be no assurance that the Company will be able to continue to raise additional capital, on favorable terms or at all, from other sources or execute on any
other means of improving liquidity described above.
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2. Acquisitions
2021 Acquisition of Neeltran
As described in Note 1, "Nature of the Business and Operations and Liquidity", on the Neeltran Acquisition Date, pursuant to the terms of the
Neeltran Stock Purchase Agreement, the Company purchased all of the issued and outstanding shares of capital stock of Neeltran and International for $1.0
million in cash and the AMSC Shares, that were paid and issued, respectively, to the Neeltran selling stockholders. The Company also paid $1.1 million to
International selling stockholders to pay off previous loans made by them to Neeltran.
Additionally, the Company paid approximately $7.6 million, including $1.9 million of indebtedness secured by the mortgage on the real property
as described below, directly to Neeltran lenders at closing to extinguish outstanding Neeltran indebtedness to third parties. Pursuant to the terms of the Real
Property Purchase Agreement, AMSC Husky purchased the real property that serves as Neeltran's headquarters for $4.3 million, of which (a) $2.4 million
was paid from immediately available funds by AMSC Husky to the selling parties, and (b) $1.9 million was paid directly to TD Bank as full payment for
the outstanding indebtedness secured by the mortgage on such real property. The total purchase price of $16.4 million includes cash paid, the fair value of
the AMSC Shares issued at closing and the debt payoff on behalf of the sellers as follows (in millions):
Cash payment
Issuance of 301,556 shares of Company's common stock
Debt payment to third party lenders on behalf of sellers
Total consideration

$

$

4.4
4.4
7.6
16.4

The Neeltran Acquisition completed by the Company during the six months ended September 30, 2021 has been accounted for under the purchase
method of accounting in accordance with ASC 805, Business Combinations. The Company allocated the purchase price to the assets acquired and liabilities
assumed at their estimated fair values as of the date of Neeltran Acquisition. The excess of the purchase price paid by the Company over the estimated fair
value of net assets acquired has been recorded as goodwill. As Neeltran was previously a private company, the adoption of Accounting Standards
Codification 842 ("ASC 842") was completed as part of the Neeltran Acquisition. See Note 15 "Leases" for further details. Neeltran had previously adopted
Accounting Standards Codification 606, Revenue from Contracts with Customers ("ASC 606") as part of prior year audited financial statements.
The following table summarizes the allocation of the purchase price based on the estimated fair value of the assets acquired and liabilities assumed
in connection with the Neeltran Acquisition (in millions):
Cash and short-term investments
Net working capital (excluding inventory and deferred revenue)
Inventory
Property, plant and equipment
Deferred revenue
Deferred tax liability
Net tangible assets/(liabilities)

$

0.5
(0.9)
9.0
6.5
(10.0)
(2.3)
2.8

Backlog
Trade names and trademarks
Customer relationships
Net identifiable intangible assets/(liabilities)

0.1
1.2
3.5
4.8

Goodwill

8.8

Total purchase consideration

$

16.4

Inventory includes a $0.6 million adjustment to step up the inventory balance to fair value consistent with the purchase price allocation. The fair
value was based on the estimated selling price of the inventory, less the remaining manufacturing and selling cost and a normal profit margin on those
manufacturing and selling efforts. The inventory step up adjustment increased cost of revenue $0.6 million in the six month period ended September 30,
2021 as the inventory was sold. This increase is not reflected in the pro forma condensed combined statements of operations because it does not have a
continuing impact beyond the first year.
Backlog of $0.1 million was evaluated using the multi period excess earnings method under the income approach. The contracts with customers
do not provide for any guarantees to source all future requirements from the Company. The amortization method being utilized is economic consumption
estimated over a two year period with the expense being allocated to cost of revenues.
Customer relationships of $3.5 million relates to customers currently under contract and was determined based on a multi period excess earnings
method under the income approach. The method of amortization being utilized is the economic consumption over 7 years with the expense being allocated
to SG&A.
Trade names and trademarks of $1.2 million were reviewed using the assumption that the Company would continue to utilize the Neeltran trade
name indefinitely. The relief from royalty method was utilized using a 1% royalty rate on revenues with a 24.5% discount rate over 15 years.
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The goodwill represents the value associated with the acquired workforce and expected synergies related to the business combinations of the two
companies. Goodwill resulting from the Neeltran Acquisition was assigned to the Company's Grid business segment. Goodwill recognized in the Neeltran
Acquisition is not deductible for tax purposes. This purchase price allocation is preliminary and has not been finalized as the analysis on the assets and
liabilities acquired, primarily the tax liability may require further adjustments to our purchase accounting that could result in a measurement period
adjustment that would impact our recorded net assets and goodwill as of May 6, 2021. Material changes, if any, to the preliminary allocation summarized
above will be reported once the related uncertainties are resolved but no later than May 6, 2022. The $2.3 million of deferred tax liability is primarily
related to inventory step up and intangibles.
The results of Neeltran's operations, are included in the Company's consolidated results from the date of the Neeltran Acquisition of May 6, 2021, for
the six months ended September 30, 2021. In the unaudited consolidated results for the six months ended September 30, 2021, Neeltran contributed
$12.5 million of revenue and $0.4 million in net loss for the Company.
2020 Acquisition of NEPSI
On October 1, 2020 (the "NEPSI Acquisition Date"), the Company entered into a Stock Purchase Agreement (the "NEPSI Stock Purchase
Agreement") with the selling stockholders named therein. Pursuant to the terms of the NEPSI Stock Purchase Agreement and concurrently with entering
into such agreement, the Company acquired all of the issued and outstanding (i) shares of capital stock of Northeast Power Systems, Inc., a New York
corporation ("NEPSI"), and (ii) membership interests of Northeast Power Realty, LLC, a New York limited liability company, which holds the real property
that serves as NEPSI's headquarters (the "NEPSI Acquisition"). NEPSI is a U.S.-based global provider of medium-voltage metal-enclosed power capacitor
banks and harmonic filter banks for use on electric power systems. Prior to the NEPSI Acquisition, the Company had purchased $0.4 million of products
from NEPSI in fiscal year 2019 for which NEPSI was paid and had recorded revenue.
Pursuant to the NEPSI Stock Purchase Agreement, the Company acquired all of the issued and outstanding shares of NEPSI, and membership
interest in the realty entity, for which the Company paid $26.0 million in cash and issued 873,657 restricted shares of the Company’s common stock.
Additionally, the Company may issue to the selling stockholders up to an additional 1,000,000 shares of common stock upon NEPSI’s achievement of
specified revenue objectives during varying periods of up to four years following closing of the NEPSI Acquisition. This contingent consideration is
recorded as a derivative liability based on a Monte Carlo simulation to determine fair value at the time of issuance. NEPSI is now a wholly-owned
subsidiary of the Company and is operated and reported as a component of its Grid business unit.
The NEPSI Acquisition completed by the Company during the fiscal year ended March 31, 2021 has been accounted for under the purchase
method of accounting in accordance with ASC 805, Business Combinations. The Company allocated the purchase price to the assets acquired and liabilities
assumed at their estimated fair values as of the date of NEPSI Acquisition. The excess of the purchase price paid by the Company over the estimated fair
value of net assets acquired has been recorded as goodwill. As NEPSI was previously a private company, the adoption of ASC 606 was completed as part
of the NEPSI Acquisition. See Note 3 "Revenue Recognition" for further details. There were no leases acquired and the NEPSI Acquisition had no impact
to the Company's reporting under ASC 842.
The total purchase price of approximately $42.4 million includes the fair value of shares of the Company’s common stock issued at closing, cash
paid, and contingent consideration as follows (in millions):
Cash payment
Issuance of 873,657 shares of Company’s common stock
Contingent consideration
Total consideration

$

$

26.0
12.4
4.0
42.4

Total consideration consists of (a) cash of $26.0 million, (b) issuance of the Company's common stock, using $14.23 per share, which was the
closing price on the day that the Company acquired NEPSI, and (c) $4.0 million of contingent consideration for the earnout liability valued as of the NEPSI
Acquisition Date. NEPSI Acquisition costs of $0.3 million were recorded in selling, general and administrative ("SG&A") costs for the fiscal year ended
March 31, 2021.
The fair value of the contingent consideration was determined using a Monte Carlo model and is accounted for as a derivative liability which is
revalued at the fair value determined at each subsequent balance sheet date until the contingencies are resolved and the shares to be issued are determined,
with the change in fair value recorded in the current period operating loss or (income). See Note 13, "Contingent Consideration" for further details and a
summary of key assumptions used to determine fair value in each period.
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The following table summarizes the allocation of the purchase price based on the estimated fair values of the assets acquired and liabilities
assumed and related deferred income taxes in connection with the NEPSI Acquisition (in millions):
Net working capital (excluding inventory and deferred revenue)
Inventory
Property, plant and equipment
Deferred revenue
Deferred tax liability
Net tangible assets/(liabilities)

$

0.1
4.2
2.3
(2.7)
(1.7)
2.2

Backlog
Trade names and trademarks
Customer relationships
Net identifiable intangible assets/(liabilities)

0.6
0.6
6.1
7.3
32.9

Goodwill
Total purchase consideration

$

42.4

Inventory includes a $1.0 million adjustment to step up the inventory balance to fair value consistent with the purchase price allocation. The fair
value was determined based on the estimated selling price of the inventory, less the remaining manufacturing and selling cost and a normal profit margin on
those manufacturing and selling efforts. The $1.0 million step up adjustment increased cost of revenue in the fiscal year ended March 31, 2021 as the
inventory was sold. This increase is not reflected in the pro forma condensed combined statements of operations because it does not have a continuing
impact beyond the first year.
Backlog of $0.6 million was evaluated using the multi period excess earnings method under the income approach. The contracts with customers
do not provide for any guarantees to source all future requirements from the Company. The amortization method being utilized is economic consumption
estimated over a two year period with the expense being allocated to cost of revenues.
Customer relationships of $6.1 million relates to customers currently under contract and was determined based on a multi period excess earnings
method under the income approach. The method of amortization being utilized is the economic consumption over 7 years with the expense being allocated
to SG&A.
Trade names and trademarks of $0.6 million were reviewed, using the assumption that the Company would continue to utilize the NEPSI trade
name indefinitely. The relief from royalty method was utilized using an 8% royalty rate on revenues with a 13% discount rate over 8 years.
Goodwill represents the value associated with the acquired workforce and expected synergies related to the business combination of the two
companies. Goodwill resulting from the NEPSI Acquisition was assigned to the Company’s Grid business segment. Goodwill recognized in the NEPSI
Acquisition is not deductible for tax purposes. This purchase price allocation is preliminary and has not been finalized as the analysis on the assets and
liabilities acquired, primarily the tax related liability may require further adjustments to our purchase accounting that could result in a measurement period
adjustment that would impact the Company's reported net assets and goodwill as of October 1, 2020. The $1.7 million of deferred tax liability is primarily
related to inventory step up and intangibles.
Unaudited Pro Forma Operating Results
The unaudited pro forma condensed consolidated statement of operations for the three and six months ended September 30, 2021 and 2020 is
presented as if the NEPSI Acquisition and Neeltran Acquisition had occurred on April 1, 2020.

Revenues
Operating loss
Net loss
Net loss per common share
Basic
Diluted
Shares - basic
Shares - diluted

Three Months Ended September
Six Months Ended September
30,
30,
2021
2020
2021
2020
$
27,908 $
32,233 $
56,158 $
64,860
(4,346)
(4,963)
(11,131)
(8,591)
$
(4,548) $
(3,855) $
(11,809) $
(3,746)
$
$

(0.17)
(0.17)
27,253
27,253

$
$

(0.17) $
(0.17) $
23,036
23,036

(0.44) $
(0.44) $
27,101
27,101

(0.16)
(0.16)
22,951
22,951

The pro forma amounts include the historical operating results of the Company, NEPSI and Neeltran, with appropriate adjustments that give effect
to acquisition related costs, income taxes, intangible amortization resulting from the NEPSI Acquisition and Neeltran Acquisition and certain conforming
accounting policies of the Company. The pro forma amounts are not necessarily indicative of the operating results that would have occurred if the NEPSI
Acquisition and Neeltran Acquisition and related transactions had been completed at the beginning of the applicable periods presented. In addition, the pro
forma amounts are not necessarily indicative of operating results in future periods.
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3. Revenue Recognition
The Company’s revenues in its Grid business segment are derived primarily through enabling the transmission and distribution of power,
providing planning services that allow it to identify power grid needs and risks, and developing ship protection systems for the U.S. Navy. The Company’s
revenues in its Wind business segment are derived primarily through supplying advanced power electronics and control systems, licensing its highly
engineered wind turbine designs, and providing extensive customer support services to wind turbine manufacturers. The Company records revenue based
on a five-step model in accordance with ASC 606. For its customer contracts, the Company identifies the performance obligations, determines the
transaction price, allocates the contract transaction price to the performance obligations, and recognizes the revenue when (or as) control of goods or
services is transferred to the customer. In the three and six months ended September 30, 2021, 86% and 82% of revenue, respectively, was recognized at the
point in time when control transferred to the customer, with the remainder being recognized over time. In the three and six months ended September 30,
2020, 78% and 79% of revenue, respectively, was recognized at the point in time when control transferred to the customer, with the remainder being
recognized over time.
In the Company's equipment and system product line, each contract with a customer summarizes each product sold to a customer, which typically
represents distinct performance obligations. A contract's transaction price is allocated to each distinct performance obligation using the respective
standalone selling price which is determined primarily using the cost-plus expected margin approach and recognized as revenue when, or as, the
performance obligation is satisfied. The majority of the Company’s product sales transfer control to the customer in line with the contracted delivery terms
and revenue is recorded at the point in time when title and risk transfer to the customer, which is primarily upon delivery, as the Company has determined
that this is the point in time that control transfers to the customer.
The Company's equipment and system product line includes certain contracts which do not meet the requirements of an exchange transaction and
therefore do not fall within the scope of ASC 606. As these non-exchange transaction contracts are considered grant revenue and do not fall within any
specific accounting literature, the Company follows guidance within ASC 606 by analogy to recognize grant revenue over time. In the three and six
months ended September 30, 2021, the Company recorded $0.3 million and $0.8 million in grant revenue, respectively, which is included in the Company’s
Grid business segment revenue. In the three and six months ended September 30, 2020, the Company recorded $0.4 million and $0.8 million in grant
revenue, respectively, which is included in the Company's Grid segment revenue.
In the Company's service and technology development product line, there are several different types of transactions and each begins with a
contract with a customer that summarizes each product sold to a customer, which typically represent distinct performance obligations. The technology
development transactions are primarily for activities that have no alternative use and for which a profit can be expected throughout the life of the contract.
In these cases, the revenue is recognized over time, but in the instances where a reasonable profit margin cannot be assured throughout the entire contract,
the revenue is recognized at a point in time. Each contract's transaction price is allocated to each distinct performance obligation using the respective
standalone selling price which is determined primarily using the cost-plus expected margin approach. The ongoing service transactions are for service
contracts that provide benefit to the customer simultaneously as the Company performs its obligations, and therefore this revenue is recognized ratably over
time throughout the effective period of these contracts. The transaction prices on these contracts are allocated based on an adjusted market approach which
is re-assessed annually for reasonableness. The field service transactions include contracts for delivery of goods and completion of services made at the
customer's requests, which are not deemed satisfied until the work has been completed and/or the requested goods have been delivered, so all of this
revenue is recognized at the point in time when the control changes, and at allocated prices based on the adjusted market approach driven by standard price
lists. The royalty transactions are related to certain contract terms on transactions in the Company's equipment and systems product line based on activity as
specified in the contracts. The transaction prices of these agreements are calculated based on an adjusted market approach as specified in the contract. The
Company reports royalty revenue for usage-based royalties when the sales have occurred. In circumstances when collectability is not assured and a contract
does not exist under ASC 606, revenue is deferred until a non-refundable payment has been received for substantially all the amount that is due and there
are no further remaining performance obligations.
The Company's service contracts can include a purchase order from a customer for specific goods in which each item is a distinct performance
obligation satisfied at a point in time at which control of the goods is transferred to the customer. This transfer occurs based on the contracted delivery
terms or when the requested service work has been completed. The transaction price for these goods is allocated based on the adjusted market approach
considering similar transactions under similar circumstances. Service contracts are also derived from ongoing maintenance contracts and extended servicetype warranty contracts. In these transactions, the Company is contracted to provide an ongoing service over a specified period of time. As the customer is
consuming the benefits as the service is being provided, the revenue is recognized over time ratably.
The Company’s policy is not to accept volume discounts, product returns, or rebates and allowances within its contracts. In the event a contract
was approved with any of these terms, it would be evaluated for variable consideration, estimated and recorded as a reduction of revenue in the same period
the related product revenue was recorded.
The Company provides assurance-type warranties on all product sales for a term of typically one to three years, and extended service-type
warranties at the customer's option for an additional term ranging up to four additional years. The Company accrues for the estimated warranty costs for
assurance warranties at the time of sale based on historical warranty experience plus any known or expected changes in warranty exposure. For all extended
service-type warranties, the Company recognizes the revenue ratably over time during the effective period of the services.
The Company records revenue net of sales tax, value added tax, excise tax and other taxes collected concurrent with revenue-producing activities.
The Company has elected to recognize the cost for freight and shipping when control over the products sold passes to customers and revenue is
recognized. The Company has elected to recognize incremental costs of obtaining a contract as expense when incurred except in contracts where the
amortization period would exceed twelve months; in such cases the long-term amount will be assessed for materiality. The Company has elected not to
adjust the promised amount of consideration for the effects of a significant financing component if the period of financing is twelve months or less.
The Company’s contracts with customers do not typically include extended payment terms and may include milestone billing over the life of the
contract. Payment terms vary by contract type and type of customer and generally range from 30 to 60 days from delivery.
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The following tables disaggregate the Company’s revenue by product line and by shipment destination (in thousands):

Product Line:
Equipment and systems
Services and technology development
Total
Region:
Americas
Asia Pacific
EMEA
Total

Three Months Ended September
30, 2021
Grid
Wind
$
23,031 $
1,826
1,588
1,463
$
24,619 $
3,289

Six Months Ended September
30, 2021
Grid
Wind
$
44,189 $
2,860
3,930
2,349
$
48,119 $
5,209

$

$

$

Product Line:
Equipment and systems
Services and technology development
Total
Region:
Americas
Asia Pacific
EMEA
Total

18,115
3,269
3,235
24,619

$

$

59
3,220
10
3,289

$

40,760
3,867
3,492
48,119

$

$

78
5,091
40
5,209

Three Months Ended September
30, 2020
Grid
Wind
$
15,261 $
4,059
1,086
711
$
16,347 $
4,770

Six Months Ended September
30, 2020
Grid
Wind
$
31,798 $
6,676
2,264
1,591
$
34,062 $
8,267

$

$

$

15,677
370
300
16,347

$

$

30
4,734
6
4,770

$

26,231
6,385
1,446
34,062

$

$

42
8,002
223
8,267

As of September 30, 2021, and 2020, the Company’s contract assets and liabilities primarily relate to the timing differences between cash received
from a customer in connection with contractual rights to invoicing and the timing of revenue recognition following completion of performance obligations.
The Company's accounts receivable balance is made up entirely of customer contract related balances. Changes in the Company’s contract assets, which are
included in “Unbilled accounts receivable” and “Deferred program costs” (see Note 8, “Accounts Receivable” and Note 9, “Inventory” for a reconciliation
to the condensed consolidated balance sheets) and "Contract liabilities", which are included in the current portion and long-term portion of "Deferred
revenue" in the Company’s condensed consolidated balance sheets, are as follows (in thousands):

Beginning balance as of March 31, 2021
Increases for costs incurred to fulfill performance obligations
Increase for balances acquired
Increase (decrease) due to customer billings
Decrease due to cost recognition on completed performance obligations
Increase (decrease) due to recognition of revenue based on transfer of control of performance
obligations
Other changes and FX impact
Ending balance as of September 30, 2021

Beginning balance as of March 31, 2020
Increases for costs incurred to fulfill performance obligations
Increase (decrease) due to customer billings
Decrease due to cost recognition on completed performance obligations
Increase (decrease) due to recognition of revenue based on transfer of control of performance
obligations
Other changes and FX impact
Ending balance as of September 30, 2020
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Unbilled
Accounts
Deferred
Contract
Receivable
Program Costs
Liabilities
$
5,765 $
977 $
21,257
—
2,277
—
—
634
10,048
(4,807)
—
34,344
—
(3,055)
—

$

7,838
—
8,796

$

—
(3)
830 $

(34,169)
38
31,518

Unbilled
Accounts
Deferred
Contract
Receivable
Program Costs
Liabilities
$
5,711 $
1,631 $
26,142
—
3,279
—
(5,929)
—
23,931
—
(3,314)
—

$

6,186
0
5,968

$

—
18
1,614

$

(28,678)
561
21,956

The Company’s remaining performance obligations represent the unrecognized revenue value of the Company’s contractual commitments. The
Company’s performance obligations may vary significantly each reporting period based on the timing of major new contractual commitments. As of
September 30, 2021, the Company had outstanding performance obligations on existing contracts under ASC 606 to be recognized in the next twelve
months of approximately $89.5 million. There are also approximately $10.5 million of outstanding performance obligations to be recognized over a period
of thirteen to sixty months. The remaining performance obligations are subject to customer actions and therefore the timing of revenue recognition cannot
be reasonably estimated. The twelve-month performance obligations include anticipated shipments to Inox based on the twelve-month rolling forecast
provided by Inox on the multi-year supply contract. The quantities specified in any forecast provided by Inox related to the multi-year supply contract are
firm and irrevocable for the first three months of a twelve-month rolling forecast. The timing of the performance obligations beyond the twelve-month
forecast provided by Inox are not determinable and therefore are not included in the total remaining performance obligations.
The following table sets forth customers who represented 10% or more of the Company’s total revenues for the three and six months ended
September 30, 2021 and 2020:

EPC Services
Inox Wind Limited
Tri-State Generation and Transmission Association, Inc.
Micron Technology
Reed & Reed Inc.
Siemens Gamesa Renewable Energy Pty. Ltd.

Three Months Ended
September 30,
2021
2020
<10%
12%
10%
<10%
12%
—
<10%
<10%
<10%
25%
<10%
<10%

Reportable
Segment
Grid
Wind
Grid
Grid
Grid
Grid

Six Months Ended
September 30,
2021
2020
<10%
18%
<10%
<10%
<10%
—
10%
<10%
<10%
12%
<10%
13%

4. Stock-Based Compensation
The Company accounts for its stock-based compensation at fair value. The following table summarizes stock-based compensation expense by
financial statement line item for the three and six months ended September 30, 2021 and 2020 (in thousands):

Cost of revenues
Research and development
Selling, general and administrative
Total

Three Months Ended September
30,
2021
2020
$
21 $
30
192
161
888
658
$
1,101 $
849

Six Months Ended September
30,
2021
2020
$
112 $
59
439
291
1,842
1,408
$
2,393 $
1,758

The Company issued 47,604 shares of immediately vested common stock, all of which were issued in lieu of cash bonuses, during the three
months ended September 30, 2021, and 166,648 shares of immediately vested common stock, of which 158,356 shares were issued in-lieu of cash bonuses
and 309,700 shares of restricted stock awards during the six months ended September 30, 2021. The Company issued 32,500 shares of restricted stock
awards during the three months ended September 30, 2020, and 27,341 shares of immediately vested common stock and 688,167 shares of restricted stock
awards during the six months ended September 30, 2020. These restricted stock awards generally vest over 2-3 years. Awards for restricted stock include
both time-based and performance-based awards. For options and restricted stock awards that vest upon the passage of time, expense is being recorded over
the vesting period. Performance-based awards are expensed over the requisite service period based on probability of achievement.
The estimated fair value of the Company’s stock-based awards, less expected annual forfeitures, is amortized over the awards’ service period. The
Company has no unrecognized compensation cost for unvested outstanding stock options at September 30, 2021. The total unrecognized compensation cost
for unvested outstanding restricted stock was $6.8 million at September 30, 2021. This expense will be recognized over a weighted-average expense period
of approximately 1.7 years.
The Company did not grant any stock options during the three and six months ended September 30, 2021 or September 30, 2020.

5. Computation of Net Loss per Common Share
Basic net loss per share (“EPS”) is computed by dividing net loss by the weighted-average number of common shares outstanding for the period.
Where applicable, diluted EPS is computed by dividing the net loss by the weighted-average number of common shares and dilutive common equivalent
shares outstanding during the period, calculated using the treasury stock method. Common equivalent shares include the effect of restricted stock, exercise
of stock options and warrants and contingently issuable shares. Stock options and warrants that are out-of-the-money with exercise prices greater than the
average market price of the underlying common shares and shares of performance-based restricted stock where the contingency was not met are excluded
from the computation of diluted EPS as the effect of their inclusion would be anti-dilutive. For the three and six months ended September 30, 2021, 1.1
million shares were not included in the calculation of diluted EPS. Of these, 1.0 million relate to shares tied to the derivative liability for which the
contingency has not yet been met, and 0.1 million relate to outstanding stock options as they were considered anti-dilutive. For the three and six months
ended September 30, 2020, 0.1 million shares related to outstanding stock options were not included in the calculation of diluted EPS as they were
considered anti-dilutive.
The following table reconciles the numerators and denominators of the earnings per share calculation for the three and six months ended
September 30, 2021 and 2020 (in thousands, except per share data):
Three Months Ended September
30,
2021
2020
Numerator:
Net loss

$

(4,434)

$

Six Months Ended September
30,
2021
2020

(3,712) $

(9,837) $

(7,129)

Denominator:
Weighted-average shares of common stock outstanding
Weighted-average shares subject to repurchase
Shares used in per-share calculation ― basic
Shares used in per-share calculation ― diluted
Net loss per share ― basic
Net loss per share ― diluted

$
$
14

28,360
(1,108)
27,252
27,252
(0.16)
(0.16)

$
$

23,057
(1,197)
21,860
21,860
(0.17) $
(0.17) $

28,141
(1,101)
27,040
27,040
(0.36) $
(0.36) $

22,943
(1,168)
21,775
21,775
(0.33)
(0.33)

6. Goodwill and Other Intangibles
Goodwill
Goodwill represents the difference between the purchase price and the fair value of the identifiable tangible and intangible net assets when
accounted for using the purchase method of accounting. The Company's goodwill balance relates to the Neeltran Acquisition in the current year, the
NEPSI Acquisition in fiscal 2020, and the acquisition of Infinia Technology Corporation in fiscal 2017 and is reported in the Grid business
segment. Goodwill is not amortized but reviewed for impairment. Goodwill is reviewed annually and whenever events or changes in circumstances
indicate that the carrying value of the goodwill might not be recoverable.
The following table provides a roll forward of the changes in the Company's Grid business segment goodwill balance:

March 31, 2021
Neeltran Acquisition
Less impairment loss
September 30, 2021

$

$

Goodwill
34,634
8,837
43,471

The Company did not identify any triggering events in the three and six months ended September 30, 2021 that would require interim impairment
testing of goodwill.
Other Intangibles
Intangible assets at September 30, 2021 and March 31, 2021 consisted of the following (in thousands):

Backlog
Trade name
Customer relationships
Core technology and know-how
Intangible assets

September 30, 2021
Gross
Accumulated
Net Book
Amount
Amortization
Value
$
681 $
(552) $
129
1,800
—
1,800
9,600
(1,710)
7,890
5,970
(3,144)
2,826
$
18,051 $
(5,406) $
12,645

Gross
Amount
$
600
600
6,100
5,970
$
13,270

March 31, 2021
Accumulated
Net Book
Amortization
Value
$
(475) $
125
—
600
(739)
5,361
(2,903)
3,067
$
(4,117) $
9,153

Estimated
Useful Life
2
Indefinite
7
5-10

The Company recorded intangible amortization expense related to customer relationship and core technology and know-how of $0.6 million and
$1.2 million, in the three and six months ended September 30, 2021, respectively, and $0.1 million and $0.2 million in the three and six months ended
September 30, 2020, respectively. Additionally, the Company recorded intangible amortization related to backlog that is reported in cost of revenues of less
than $0.1 million and $0.1 million in the three and six months ended September 30, 2021, respectively.
Expected future amortization expense related to intangible assets is as follows (in thousands):
Years ended March 31,
2022
2023
2024
2025
2026
Thereafter
Total

Total

$

1,358
2,772
2,152
1,648
1,221
1,694
10,845

The Company's intangible assets relate entirely to the Grid business segment operations in the United States.

7. Fair Value Measurements
A valuation hierarchy for disclosure of the inputs to valuation used to measure fair value has been established. This hierarchy prioritizes the inputs
into three broad levels as follows:
Level 1

-

Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access at
the measurement date.

Level 2

-

Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets or
liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability, and inputs that
are derived principally from or corroborated by observable market data by correlation or other means (market corroborated inputs).

Level 3

-

Unobservable inputs that reflect the Company’s assumptions that market participants would use in pricing the asset or liability. The
Company develops these inputs based on the best information available, including its own data.

The Company provides a gross presentation of activity within Level 3 measurement roll-forward and details of transfers in and out of Level 1 and
2 measurements. A change in the hierarchy of an investment from its current level is reflected in the period during which the pricing methodology of such
investment changes. Disclosure of the transfer of securities from Level 1 to Level 2 or Level 3 is made in the event that the related security is significant to

total cash and investments. The Company did not have any transfers of assets and liabilities from Level 1, Level 2 or Level 3 of the fair value measurement
hierarchy during the six months ended September 30, 2021.
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A financial asset’s or liability’s classification within the hierarchy is determined based on the lowest level input that is significant to the fair value
measurement.
Valuation Techniques
Cash Equivalents
Cash equivalents consist of highly liquid instruments with maturities of three months or less that are regarded as high quality, low risk
investments, are measured using such inputs as quoted prices and are classified within Level 1 of the valuation hierarchy. Cash equivalents consist
principally of certificates of deposits and money market accounts.
Marketable Securities
Marketable securities consist of certificates of deposit that are measured using such inputs as quoted prices and are classified within Level 1 of the
valuation hierarchy. The Company determines the appropriate classification of its marketable securities at the time of purchase and re-evaluates such
classification as of each balance sheet date. All marketable securities are considered available for sale and are carried at fair value. Changes in fair value
are recorded to other income (expense), net. The Company had no outstanding marketable securities as of September 30, 2021 and the
Company recognized no change in the three and six months ended September 30, 2021. The Company recognized $0.2 million and $0.1 million in
unrealized losses on marketable securities, which is recorded in other income (expense), net, for the three and six months ended September 30, 2020 and
less than a $0.1 million gain which was recognized during the three and six months ended September 30, 2020 upon the sale of one of the certificates of
deposit. The Company periodically reviews the realizability of each short and long term marketable security when impairment indicators exist with respect
to the security. If other than temporary impairment of value of the security exists, the carrying value of the security is written down to its estimated fair
value.
Contingent Consideration
Contingent consideration relates to the earnout payment set forth in the NEPSI Stock Purchase Agreement that provides that the selling
stockholders may receive up to an additional 1,000,000 shares of common stock of the Company upon the achievement of certain specified revenue
objectives over varying periods of up to four years following the NEPSI Acquisition Date. See Note 13, "Contingent Consideration" and Note 2,
“Acquisitions” for further discussion. The Company relied on a Monte Carlo method to determine the fair value of the contingent consideration on the
NEPSI Acquisition Date and will continue to revalue the fair value of the contingent consideration using the same method at each subsequent balance sheet
date until the contingencies are resolved and the shares to be issued are determined, with the change in fair value recorded in the current period operating
loss.
The following table provides the assets and liabilities carried at fair value on a recurring basis, measured as of September 30, 2021 and March 31,
2021 (in thousands):

September 30, 2021:
Assets:
Cash equivalents
Marketable securities
Derivative liabilities:
Contingent consideration

March 31, 2021:
Assets:
Cash equivalents
Marketable securities
Derivative liabilities:
Contingent consideration

Total Carrying
Value

Quoted Prices
in Active
Markets (Level
1)

Significant
Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$
$

20,108
-

$
$

20,108
-

$
$

—
—

$
$

—
—

$

4,720

$

—

$

—

$

4,720

Total Carrying
Value

Quoted Prices
in Active
Markets (Level
1)

Significant
Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

$
$

54,104
5,140

$
$

54,104
5,140

$
$

—
—

$
$

—
—

$

7,050

$

—

$

—

$

7,050
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The table below reflects the activity for the Company’s derivative liability measured at fair value on a recurring basis (in thousands):
Acquisition
Contingent
Consideration
$
7,050
(2,330)
$
4,720

Balance at March 31, 2021
Change in fair value
Balance at September 30, 2021

8. Accounts Receivable
Accounts receivable at September 30, 2021 and March 31, 2021 consisted of the following (in thousands):
September 30,
2021
$
16,381
8,796
$
25,177

Accounts receivable (billed)
Accounts receivable (unbilled)
Accounts receivable, net

March 31, 2021
7,502
5,765
$
13,267
$

9. Inventory
Inventory, net of reserves, at September 30, 2021 and March 31, 2021 consisted of the following (in thousands):
September 30,
2021
$
11,396
7,533
1,815
830
$
21,574

Raw materials
Work-in-process
Finished goods
Deferred program costs
Net inventory

March 31, 2021
8,255
3,297
777
977
$
13,306
$

The Company recorded inventory write-downs of $0.6 million and $0.5 million for the three months ended September 30, 2021, and 2020,
respectively. The Company recorded inventory write-downs of $1.2 million and $1.3 million for the six months ended September 30, 2021 and 2020,
respectively. These write-downs were based on the Company's evaluation of its inventory on hand for excess quantities and obsolescence.
Deferred program costs as of September 30, 2021, and March 31, 2021, primarily represent costs incurred on programs where the Company
needs to complete performance obligations before the related revenue and costs will be recognized.
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10. Property, Plant and Equipment
The cost and accumulated depreciation of property, plant and equipment at September 30, 2021 and March 31, 2021 are as follows (in
thousands):
September 30,
2021
March 31, 2021
$
432 $
220
980
270
5,270
1,630
43,714
41,652
11
—
1,385
1,333
6,523
6,308
58,315
51,413
(43,704)
(42,416)
$
14,611 $
8,997

Construction in progress - equipment
Land
Building
Equipment and software
Finance lease - right of use asset
Furniture and fixtures
Leasehold improvements
Property, plant and equipment, gross
Less accumulated depreciation
Property, plant and equipment, net

Depreciation expense was $0.7 million and $0.9 million for the three months ended September 30, 2021 and 2020, respectively. Depreciation
expense was $1.3 million and $1.8 million for the six months ended September 30, 2021 and 2020, respectively. The increase in land and building relates to
the property added as part of the Neeltran Acquisition.

11. Accounts Payable and Accrued Expenses
Accounts payable and accrued expenses at September 30, 2021 and March 31, 2021 consisted of the following (in thousands):
September 30,
2021
$
14,920
1,772
2,993
1,479
3,932
640
2,155
$
27,891

Accounts payable
Accrued inventories in-transit
Accrued other miscellaneous expenses
Advanced deposits
Accrued compensation
Income taxes payable
Accrued product warranty
Total

March 31, 2021
5,353
1,460
2,369
1,035
7,018
522
2,053
$
19,810
$

The Company generally provides a one to three year warranty on its products, commencing upon delivery or installation where applicable. A
provision is recorded upon revenue recognition to cost of revenues for estimated warranty expense based on historical experience.
Product warranty activity was as follows (in thousands):
Three Months Ended September
Six Months Ended September
30,
30,
2021
2020
2021
2020
$
2,187 $
2,168 $
2,053 $
2,015
—
248
—
206
148
314
384
(238)
(207)
(460)
(290)
$
2,155 $
2,109 $
2,155 $
2,109

Balance at beginning of period
Acquired warranty obligations
Change in accruals for warranties during the period
Settlements during the period
Balance at end of period

12. Income Taxes
The Company recorded an income tax expense of $0.2 million and income tax benefit of $1.9 million in the three and six months ended September
30, 2021, respectively. The Company recorded income tax expense of $0.2 million and $0.4 million in the three and six months ended September 30, 2020,
respectively.
As a result of a difference in book and tax basis related to the intangible assets acquired in the Neeltran Acquisition (see Note 2, "Acquisitions"),
the Company recorded a deferred tax liability of $2.3 million. As a result, the Company was able to benefit from additional deferred tax assets and
therefore released a corresponding valuation allowance of $2.3 million during the six months ended September 30, 2021. The purchase price allocation is
preliminary and has not been finalized as the analysis on the assets and liabilities acquired, primarily the tax related liability, may require further
adjustments to the Company's purchase accounting that could result in measurement period adjustments that would impact the Company's reported net
assets and goodwill as of May 6, 2021. Material changes, if any, to the preliminary allocation summarized in Note 2, "Acquisitions" will be reported once
the related uncertainties are resolved, but no later than May 6, 2022. Goodwill recognized in the Neeltran Acquisition and the NEPSI Acquisition is not
deductible for tax purposes.
18

Accounting for income taxes requires a two-step approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the
tax position for recognition by determining if, based on the technical merits, it is more likely than not the position will be sustained upon audit, including
resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit as the largest amount that is more than 50% likely
to be realized upon ultimate settlement. The Company re-evaluates these uncertain tax positions on a quarterly basis. The evaluation is based on factors
including, but not limited to, changes in facts or circumstances, changes in tax law, effectively settled issues under audit and new audit activity. Any
changes in these factors could result in the recognition of a tax benefit or an additional charge to the tax provision. The Company did not identify any
uncertain tax positions in the six months ended September 30, 2021 and did not have any gross unrecognized tax benefits as of September 30, 2021.

13. Contingent Consideration
Contingent Consideration
The Company evaluated the NEPSI Acquisition earnout payment set forth in the NEPSI Stock Purchase Agreement (see Note 2, "Acquisitions"
for further details), which may require settlement in the Company's common stock, and determined the contingent consideration qualified for liability
classification and derivative treatment under ASC 815, Derivatives and Hedging. As a result, for each period, the fair value of the contingent consideration
will be remeasured and the resulting gain or loss will be recognized in operating expenses until the share amount is fixed.
Following is a summary of the key assumptions used in a Monte Carlo simulation to calculate the fair value of the contingent consideration related
to the NEPSI Acquisition:

Fiscal Year 2021
Revenue risk premium
Revenue volatility
Stock Price
Payment delay (days)
Fair value

Fiscal Year 2020
Revenue risk premium
Revenue volatility
Stock Price
Payment delay (days)
Fair value

September 30,
2021
6.60%
30%
$
14.58
$
80
4.7
March 31,
2021

$

June 30,
2021
6.60%
30%
17.39
80
7.2

December 31,
2020
6.70%
6.90%
30%
30%
18.96
$
23.42
$
80
80
7.1
6.7

October 1,
2020
7.10%
30%
14.23
—
4.0

The Company recorded a net gain of $2.4 million and $2.3 million resulting from the decrease in the fair value of the contingent consideration in
the three and six months ended September 30, 2021, respectively.

14. Debt
As part of the Neeltran Acquisition, the Company identified four equipment financing agreements that Neeltran had entered into prior to the
acquisition on May 6, 2021. The Company determined to account for these agreements as a debt transaction and recorded current and long-term debt
liabilities of $0.1 million each during the six months ended September 30, 2021.

15. Leases
The Company determines whether a contract is or contains a lease at inception of a contract. The Company defines a lease as a contract, or part of
a contract, that conveys the right to control the use of identified property or equipment (an identified asset) for a period of time in exchange for
consideration. Control over the use of the identified asset means that the Company have both the right to obtain substantially all of the economic benefits
from the use of the asset and the right to direct the use of the asset.
The discount rate was calculated using an incremental borrowing rate based on an assessment prepared by the Company through the use of
Company credit ratings, consideration of its lease populations potential risk to its total capital structure, and a market rate for a collateralized loan for its
risk profile, calculated by a third party. The Company elected to apply the discount rate using the remaining lease term at the date of adoption for Neeltran
lease contracts.
Following the Neeltran Acquisition, the Company evaluated all open Neeltran contracts at the date of the acquisition to determine if any applied
under ASC 842 as Neeltran, a private company, had deferred adopting ASC 842 prior to the Neeltran Acquisition, as permitted. The Company identified
nine lease contracts with terms greater than twelve months and evaluated them under ASC 842 guidance. As part of the implementation, the Company
identified one lease contract that classified as a financing lease. The Company does not expect a material impact to the financial statements on an ongoing
basis resulting from the adoption of the ASC 842 standard for the Neeltran business and Neeltran will follow the existing policies below.
Operating Leases
All significant lease arrangements are recognized at lease commencement. Operating lease right–of-use assets and lease liabilities are recognized
at commencement. The operating lease right-of-use asset includes any lease payments related to initial direct cost and prepayments and excludes any lease
incentives. Lease expense is recognized on a straight-line basis over the lease term. The Company enters into a variety of operating lease agreements
through the normal course of its business, but primarily real estate leases to support its operations. The real estate lease agreements generally provide for
fixed minimum rental payments and the payment of real estate taxes and insurance. Many of these real estate leases have one or more renewal options that

allow the Company, at its discretion, to renew the lease for varying periods up to five years or to terminate the lease. Only renewal options or termination
rights that the Company believed were likely to be exercised were included in the lease calculations.
The Company also enters into leases for vehicles, IT equipment and service agreements, and other leases related to its manufacturing operations
that are also included in the right-of-use assets and lease liability accounts if they are for a term of longer than twelve months. However, many of these
leases are either short-term in nature or immaterial. The Company has made the policy election to exclude short-term leases from the balance sheet.
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Finance Leases
As part of the adoption of ASC 842 at Neeltran, the Company identified one lease contract that is classified as a financing lease. In February 2020,
Neeltran entered into a contract to lease a copy machine for an initial term of 39 months, or through May 2023. The Company concluded that the lease
should be classified and accounted for as a finance lease as the total value of the lease payments are greater than fair value of the asset. Accordingly, on
May 6, 2021, the Company recognized a finance lease right-of-use asset and a finance lease liability of $13.2 thousand on the Neeltran opening balance
sheet. As of September 30, 2021, the right-of-use asset related to the finance lease was $10.7 thousand, net of accumulated amortization of $2.5 thousand,
and is included in the property and equipment, net on the Company's consolidated balance sheet.
Finance lease right-of-use assets and lease liabilities are recognized similar to an operating lease, at the lease commencement date or the date the
lessor makes the leased asset available for use. Finance lease right-of-use assets are generally amortized on a straight-line basis over the lease term, and the
carrying amount of the finance lease liabilities are (1) accreted to reflect interest using the incremental borrowing rate if the rate implicit in the lease is not
readily determinable, and (2) reduced to reflect lease payments made during the period. Amortization expense for finance lease right-of-use assets and
interest accretion on finance lease liabilities are recorded to depreciation expense and interest expense, respectively in our consolidated statement of
operations.
Supplemental balance sheet information related to leases at September 30, 2021, and March 31, 2021 are as follows (in thousands):
September 30,
2021
Leases:
Right-of-use assets - Financing
Right-of-use assets - Operating
Total right-of-use assets
Lease liabilities - ST Financing
Lease liabilities - ST Operating
Lease liabilities - LT Financing
Lease liabilities - LT Operating
Total lease liabilities

March 31, 2021

$

11
3,588
3,599

—
3,747
3,747

$

5
700
5
3,007
3,717

—
612
—
3,246
3,858

Weighted-average remaining lease term
Weighted-average discount rate

5.29
6.58%

5.82
6.72%

The costs related to the Company's finance lease are not material. The costs related to the Company's operating leases for the three and six months
ended September 30, 2021, and 2020 are as follows (in thousands):
Three Months
Ended
September 30,
2021
Operating Leases:
Operating lease costs - fixed
Operating lease costs - variable
Short-term lease costs
Total lease costs

$

238
32
65
335
Three Months
Ended
September 30,
2020

Operating Leases:
Operating lease costs - fixed
Operating lease costs - variable
Short-term lease costs
Total lease costs

$

214
28
510
752

Six Months Ended
September 30,
2021
$

469
63
131
663

Six Months Ended
September 30,
2020
$

392
55
678
1,125

The Company’s estimated minimum future lease obligations under the Company's leases are as follows (in thousands):
Leases
Year ended March 31,
2022
2023
2024
2025
2026
Thereafter
Total minimum lease payments
Less: interest
Present value of lease liabilities

$

20

460
886
798
674
672
934
4,424
707
3,717

16. Commitments and Contingencies
Legal Contingencies
From time to time, the Company is involved in legal and administrative proceedings and claims of various types. The Company records a liability
in its consolidated financial statements for these matters when a loss is known or considered probable and the amount can be reasonably estimated. The
Company reviews these estimates each accounting period as additional information is known and adjusts the loss provision when appropriate. If a matter is
both probable to result in a liability and the amounts of loss can be reasonably estimated, the Company estimates and discloses the possible loss or range of
loss to the extent necessary to make the consolidated financial statements not misleading. If the loss is not probable or cannot be reasonably estimated, a
liability is not recorded in its consolidated financial statements.
Other
The Company enters into long-term construction contracts with customers that require the Company to obtain performance bonds. The Company
is required to deposit an amount equivalent to some or all the face amount of the performance bonds into an escrow account until the termination of the
bond. When the performance conditions are met, amounts deposited as collateral for the performance bonds are returned to the Company. In addition, the
Company has various contractual arrangements in which minimum quantities of goods or services have been committed to be purchased on an annual
basis.
As of September 30, 2021, the Company had $6.2 million of restricted cash included in long-term assets and $2.3 million of restricted cash
included in current assets. As of March 31, 2021, the Company had $5.6 million of restricted cash included in long term assets and $2.2 million of
restricted cash included in current assets. These amounts included in restricted cash primarily represent deposits to secure letters of credit for various
supply contracts and long-term projects, including the irrevocable letter of credit in the amount of $5.0 million to secure certain of the Company's
obligations under a subcontract agreement with ComEd. These deposits are held in interest bearing accounts.

17. Business Segments
The Company reports its financial results in two reportable business segments: Grid and Wind.
Through the Company’s power grid offerings, the Grid business segment enables electric utilities, industrial facilities, and renewable energy
project developers to connect, transmit and distribute power with exceptional efficiency, reliability, security and affordability through its transmission
planning services, power electronics, and superconductor-based systems. The sales process is enabled by transmission planning services that allow it to
identify power grid congestion, poor power quality and other risks, which helps the Company determine how its solutions can improve network
performance. These services often lead to sales of grid interconnection solutions for wind farms and solar power plants, power quality systems, and
transmission and distribution cable systems. The Company also sells ship protection products to the U.S. Navy through its Grid business segment.
Through the Company’s wind power offerings, the Wind business segment enables manufacturers to field wind turbines with exceptional power
output, reliability and affordability. The Company provides advanced power electronics and control system products, engineered designs, and support
services. The Company supplies advanced power electronics and control systems, licenses its highly engineered wind turbine designs, and provides
extensive customer support services to wind turbine manufacturers. The Company’s design portfolio includes a broad range of drive trains and power
ratings of 2 megawatts ("MWs") and higher. The Company provides a broad range of power electronics and software-based control systems that are highly
integrated and designed for optimized performance, efficiency, and grid compatibility.
The operating results for the two business segments are as follows (in thousands):
Three Months Ended September
30,
2021
2020
Revenues:
Grid
Wind
Total

$
$

24,619
3,289
27,908

$
$

16,347
4,770
21,117

Three Months Ended September
30,
2021
2020
Operating Income (loss):
Grid
Wind
Unallocated corporate gain (expenses)
Total

$

$
21

(5,836)
205
1,329
(4,302)

$

$

Six Months Ended September
30,
2021
2020
$
$

48,119
5,209
53,328

$
$

34,062
8,267
42,329

Six Months Ended September
30,
2021
2020

(1,374) $
(983)
(849)
(3,206) $

(11,180) $
(558)
(63)
(11,801) $

(2,562)
(2,103)
(1,758)
(6,423)

The accounting policies of the business segments are the same as those for the consolidated Company. The Company’s business segments have
been determined in accordance with the Company’s internal management structure, which is organized based on operating activities. The Company
evaluates performance based upon several factors, of which the primary financial measures are segment revenues and segment operating loss. The
disaggregated financial results of the segments reflect allocation of certain functional expense categories consistent with the basis and manner in which
Company management internally disaggregates financial information for the purpose of assisting in making internal operating decisions. In addition,
certain corporate expenses which the Company does not believe are specifically attributable or allocable to either of the two business segments have been
excluded from the segment operating loss.
Unallocated corporate expenses consist of a gain on contingent consideration of $2.4 million and $2.3 million in the three and six months ended
September 30, 2021, respectively. Additionally, unallocated corporate expenses consist of stock-based compensation expense of $1.1 million and
$0.8 million in the three months ended September 30, 2021, and 2020, respectively and $2.4 million and $1.8 million in the six months ended September
30, 2021 and 2020, respectively.
Total assets for the two business segments as of September 30, 2021, and March 31, 2021, are as follows (in thousands):
September 30,
2021
$
118,503
8,221
57,649
$
184,373

Grid
Wind
Corporate assets
Total

March 31, 2021
81,253
6,098
81,515
$
168,866
$

18. Recent Accounting Pronouncements
In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. The amendments in ASU 2016-13 will provide more decision-useful information about the expected credit losses on financial instruments and
other commitments to extend credit held by a reporting entity at each reporting date. Following the release of ASU 2019-10 in November 2019, the new
effective date, as long as the Company remains a smaller reporting company, would be annual reporting periods beginning after December 15, 2022. The
Company is currently evaluating the impact, if any, that the adoption of ASU 2016-13 may have on its consolidated financial statements.
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes. The amendments in
ASU 2019-12 provide for simplified accounting to several income tax situations and removal of certain accounting exceptions. As of April 1, 2021, we
have adopted ASU 2019-12 and noted no material impact on our consolidated financial statements.

19. Subsequent Events
The Company has performed an evaluation of subsequent events through the time of filing this Quarterly Report on Form 10-Q with the SEC and
has determined that there are no such events to report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of
1934, as amended (the “Exchange Act”). For this purpose, any statements contained herein that relate to future events or conditions, including without
limitation, the statements in Part II, “Item 1A. Risk Factors” and in Part I under “Item 2. Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and located elsewhere herein regarding industry prospects, our prospective results of operations or financial position, the
benefits of our acquisition of Northeast Power Systems, Inc. ("NEPSI") and Neeltran, Inc. ("Neeltran"), changes in macroeconomic and market conditions,
arising from the COVID-19 pandemic, including inflation, sourcing, material delays and global supply chain disruptions and adoption of accounting
changes may be deemed to be forward-looking statements. Without limiting the foregoing, the words “believes,” “anticipates,” “plans,” “expects,” and
similar expressions are intended to identify forward-looking statements. Such forward-looking statements represent management’s current expectations and
are inherently uncertain. There are a number of important factors that could materially impact the value of our common stock or cause actual results to
differ materially from those indicated by such forward-looking statements. These important factors include, but are not limited to: We have a history of
operating losses, which may continue in the future. Our operating results may fluctuate significantly from quarter to quarter and may fall below
expectations in any particular fiscal quarter; We have a history of negative operating cash flows, and we may require additional financing in the future,
which may not be available to us; We may be required to issue performance bonds or provide letters of credit, which restricts our ability to access any cash
used as collateral for the bonds or letters of credit; Changes in exchange rates could adversely affect our results of operations; If we fail to maintain
proper and effective internal control over financial reporting, our ability to produce accurate and timely financial statements could be impaired and may
lead investors and other users to lose confidence in our financial data; We may not realize all of the sales expected from our backlog of orders and
contracts; Our contracts with the U.S. government are subject to audit, modification or termination by the U.S. government and include certain other
provisions in favor of the government. The continued funding of such contracts remains subject to annual congressional appropriation, which, if not
approved, could reduce our revenue and lower or eliminate our profit; The “COVID-19” pandemic could adversely impact our business, financial
condition and results of operations; Changes in U.S. government defense spending could negatively impact our financial position, results of operations,
liquidity, and overall business. We rely on third-party suppliers for components and subassemblies of many of our Grid and Wind products, making us
vulnerable to supply shortages and price fluctuations, which could harm our business; Uncertainty surrounding our prospects and financial condition may
have an adverse effect on our customer and supplier relationships; We may experience difficulties re-establishing our HTS wire production capability in
our Ayer, Massachusetts facility; Our success is dependent upon attracting and retaining qualified personnel and our inability to do so could significantly
damage our business and prospects; Historically, a significant portion of our revenues have been derived from a single customer and if this customer’s
business is negatively affected, it could adversely impact our business; Our success in addressing the wind energy market is dependent on the
manufacturers that license our designs; Our business and operations would be adversely impacted in the event of a failure or security breach of our
information technology infrastructure; Failure to comply with evolving data privacy and data protection laws and regulations or to otherwise protect
personal data, may adversely impact our business and financial results; Many of our revenue opportunities are dependent upon subcontractors and other
business collaborators; If we fail to implement our business strategy successfully, our financial performance could be harmed; Problems with product
quality or product performance may cause us to incur warranty expenses and may damage our market reputation and prevent us from achieving increased
sales and market share; Many of our customers outside of the United States may be either directly or indirectly related to governmental entities, and we
could be adversely affected by violations of the United States Foreign Corrupt Practices Act and similar worldwide anti-bribery laws outside the United
States; We have had limited success marketing and selling our superconductor products and system-level solutions, and our failure to more broadly market
and sell our products and solutions could lower our revenue and cash flow; We may acquire additional complementary businesses or technologies, which
may require us to incur substantial costs for which we may never realize the anticipated benefits, such as in connection with our acquisition of NEPSI and
Neeltran; Our success depends upon the commercial adoption of the REG system, which is currently limited, and a widespread commercial market for our
products may not develop; Adverse changes in domestic and global economic conditions could adversely affect our operating results; We have operations
in, and depend on sales in, emerging markets, including India, and global conditions could negatively affect our operating results or limit our ability to
expand our operations outside of these markets. Changes in India’s political, social, regulatory and economic environment may affect our financial
performance; Our products face competition, which could limit our ability to acquire or retain customers; Our international operations are subject to risks
that we do not face in the United States, which could have an adverse effect on our operating results; Growth of the wind energy market depends largely on
the availability and size of government subsidies, economic incentives and legislative programs designed to support the growth of wind energy; Lower
prices for other fuel sources may reduce the demand for wind energy development, which could have a material adverse effect on our ability to grow our
Wind business; We may be unable to adequately prevent disclosure of trade secrets and other proprietary information; Our patents may not provide
meaningful protection for our technology, which could result in us losing some or all of our market position; We face risks related to our technologies; We
face risks related to our legal proceedings; We face risks related to our common stock; and the important factors discussed under the caption "Risk
Factors" in Part 1. Item 1A of our Form 10-K for the fiscal year ended March 31, 2021 and our other reports filed with the SEC. These important factors,
among others, could cause actual results to differ materially from those indicated by forward-looking statements made herein and presented elsewhere by
management from time to time. Any such forward-looking statements represent management’s estimates as of the date of this Quarterly Report on Form 10Q. While we may elect to update such forward-looking statements at some point in the future, we disclaim any obligation to do so, even if subsequent events
cause our views to change. These forward-looking statements should not be relied upon as representing our views as of any date subsequent to the date of
this Quarterly Report on Form 10-Q.
American Superconductor®, Amperium®, AMSC®, D-VAR®, PowerModule™, D-VAR VVO®, PQ-IVR®, SeaTitan®, Gridtec™ Solutions,
Windtec™ Solutions, Smarter, Cleaner...Better Energy™, Orchestrate the Rhythm and Harmony of Power on the Grid™, actiVAR®, armorVAR™,
NEPSI™ and Neeltran™ are trademarks or registered trademarks of American Superconductor Corporation or our subsidiaries. We reserve all of our rights
with respect to our trademarks or registered trademarks regardless of whether they are so designated in this Quarterly Report on Form 10-Q by an ® or ™
symbol. All other brand names, product names, trademarks or service marks appearing in this Quarterly Report on Form 10-Q are the property of their
respective holders.
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Executive Overview
We are a leading system provider of megawatt-scale resiliency solutions that orchestrate the rhythm and harmony of power on the grid™, and that
protect and expand the capability of the U.S. Navy's fleet. In the power grid market, we enable electric utilities, industrial facilities, and renewable energy
project developers to connect, transmit and distribute smarter, cleaner and better power through our transmission planning services and power electronics
and superconductor-based systems. In the wind power market, we enable manufacturers to field highly competitive wind turbines through our advanced
power electronics and control system products, engineering, and support services. Our power grid and wind products and services provide exceptional
reliability, security, efficiency and affordability to our customers.
Our power system solutions help to improve energy efficiency, alleviate power grid capacity constraints, improve system resiliency, and increase
the adoption of renewable energy generation. Demand for our solutions is driven by the growing needs for modernized smart grids that improve power
reliability, security and quality, the U.S. Navy's effort to upgrade on-board power systems to support fleet electrification, and the need for increased
renewable sources of electricity, such as wind and solar energy. Concerns about these factors have led to increased spending by corporations and the
military, as well as supportive government regulations and initiatives on local, state, and national levels, including renewable portfolio standards, tax
incentives and international treaties.
We manufacture products using two proprietary core technologies: PowerModule™ programmable power electronic converters and our
Amperium® high temperature superconductor (“HTS”) wires. These technologies and our system-level solutions are protected by a broad and deep
intellectual property portfolio consisting of hundreds of patents and licenses worldwide.
We operate our business under two market-facing business units: Grid and Wind. We believe this market-centric structure enables us to more
effectively anticipate and meet the needs of the U.S. Navy, electric utilities, industrial facilities, power generation project developers and wind turbine
manufacturers.
• Grid. Through our Gridtec™ Solutions, our Grid business segment enables electric utilities, industrial facilities and renewable energy project
developers to connect, transmit and distribute power with exceptional efficiency, reliability, security and affordability. We provide transmission
planning services that allow us to identify power grid congestion, poor power quality, and other risks, which help us determine how our solutions
can improve network performance. These services often lead to sales of our grid interconnection solutions for wind farms and solar power
plants, power quality systems and transmission and distribution cable systems. We also sell ship protection products to the U.S. Navy through
our Grid business segment.
•

Wind. Through our Windtec™ Solutions, our Wind business segment enables manufacturers to field wind turbines with exceptional power
output, reliability and affordability. We supply advanced power electronics and control systems, license our highly engineered wind turbine
designs, and provide extensive customer support services to wind turbine manufacturers. Our design portfolio includes a broad range of drive
trains and power ratings of 2 megawatts (“MW”) and higher. We provide a broad range of power electronics and software-based control systems
that are highly integrated and designed for optimized performance, efficiency, and grid compatibility.

Our fiscal year begins on April 1 and ends on March 31. When we refer to a particular fiscal year, we are referring to the fiscal year that began on
April 1 of that same year. For example, fiscal 2021 refers to the fiscal year that began on April 1, 2021. Other fiscal years follow similarly.
On October 31, 2018, we entered into a Subcontract Agreement with Commonwealth Edison Company (“ComEd”) (the “Subcontract
Agreement”) for the manufacture and installation of the Company’s REG system within ComEd’s electric grid in Chicago, Illinois (the “Project”). As
provided in the Subcontract Agreement, the Subcontract Agreement became effective upon the signing of an amendment by us and the U.S. Department of
Homeland Security (“DHS”) to the existing contract (the “Prime Contract”) between us and DHS on June 20, 2019. Unless terminated earlier by us,
ComEd or DHS according to the terms of the Subcontract Agreement, the term of the Subcontract Agreement will continue until we complete our warranty
obligations under the Subcontract Agreement. Under the terms of the Subcontract Agreement, we have agreed, among other things, to provide the REG
system and to supervise ComEd’s installation of the REG system in Chicago. As part of our separate cost sharing arrangement with DHS under the Prime
Contract, we expect funding provided by DHS in connection with the Subcontract Agreement to be between $9.0 to $11.0 million, which represents the
total amount of revenue we are expected to recognize over the term of the Subcontract Agreement and includes up to $1.0 million that we have agreed to
reimburse ComEd for costs incurred by ComEd while undertaking its tasks under the Subcontract Agreement (the “Reimbursement Amount”). In addition,
we are required to deliver an irrevocable letter of credit in the amount of $5.0 million to secure certain Company obligations under the Subcontract
Agreement, which we have done, and deposited $5.0 million in an escrow account as collateral to secure such letter of credit. ComEd has agreed to
provide the site and provide all civil engineering work required to support the installation, operation and integration of the REG system into ComEd’s
electric grid. Other than the Reimbursement Amount, ComEd is responsible for its own costs and expenses. DHS’s approval to commence with
construction was obtained on June 20, 2019. Substation work on the project began in late 2019 and we successfully integrated the REG system on Com
Ed's electric power grid and the REG system became fully operational in August 2021. The REG system was placed into operation during the three months
ended September 30, 2021.
On October 1, 2020, we entered into a Stock Purchase Agreement (the “NEPSI Stock Purchase Agreement”) with the selling stockholders named
therein. Pursuant to the terms of the NEPSI Stock Purchase Agreement and concurrently with entering into such agreement, we acquired all of the issued
and outstanding (i) shares of capital stock of Northeast Power Systems, Inc., a New York corporation (“NEPSI"), and (ii) membership interests of Northeast
Power Realty, LLC, a New York limited liability company, which holds the real property that serves as NEPSI’s headquarters (the "NEPSI Acquisition").
NEPSI is a U.S.-based global provider of medium-voltage metal-enclosed power capacitor banks and harmonic filter banks for use on electric power
systems. As a result of this transaction, NEPSI became a wholly-owned subsidiary and is operated by our Grid business segment.
The NEPSI purchase price was $26.0 million in cash on hand, including cash from the settlement of our $25 million certificate of deposit during
the three months ended September 30, 2020, and 873,657 restricted shares of our common stock. As part of the transaction, in the future, the selling
stockholders may receive up to an additional 1,000,000 million restricted shares of our common stock upon the achievement of certain specified future
revenue objectives during varying periods of up to four years after the closing.
On May 6, 2021, we acquired all of the issued and outstanding shares of capital stock of (i) Neeltran, Inc. a Connecticut corporation
("Neeltran") that supplies rectifiers and transformers to industrial customers, and (ii) Neeltran International, Inc., a Connecticut corporation
(“International”), as well as the real property that served as Neeltran’s headquarters ("the Neeltran Acquisition"). For additional information, see “Liquidity
and Capital Resources” below.
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In 2020, COVID-19 was declared a pandemic and spread throughout the globe, including in the Commonwealth of Massachusetts where our
headquarters are located, and in other areas where we have business operations. In response to the pandemic, we have followed the guidelines of the U.S.
Centers for Disease Control and Prevention (“CDC”) and applicable state government authorities to protect the health and safety of our employees, their
families, our suppliers, our customers and our communities. While these measures and, COVID-19 generally, have not materially disrupted our business to
date, any future actions necessitated by the COVID-19 pandemic may result in disruption to our business.
The COVID-19 pandemic continues to rapidly evolve. We are starting to experience inflation pressure in our supply chain and some delays in
sourcing materials needed for our products which has increased our cost of revenues and decreased gross margin. The extent to which the outbreak impacts
our business, liquidity, results of operations and financial condition will depend on future developments, which are highly uncertain and cannot be
predicted with confidence, including the continued geographic spread of the disease, the duration of the pandemic, the location, duration and magnitude of
future waves of infection, new variants of the virus, availability and adoption of vaccines and treatments, effectiveness of vaccines against the virus and its
mutations, travel restrictions and social distancing in the United States, the European Union, India and other countries, the duration and extent of business
closures or business disruptions including global supply chain disruptions and the effectiveness of actions taken to contain and treat the disease. Changes in
macroeconomic and market conditions arising from the COVID-19 pandemic, including inflation, sourcing, material delays and global supply chain
disruptions could have a material adverse effect on our business financial condition and results of operation.
Critical Accounting Policies and Estimates
The preparation of the unaudited condensed consolidated financial statements requires that we make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. We base our estimates on historical
experience and various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making
judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ under different
assumptions or conditions. There were no significant changes in the critical accounting policies that were disclosed in our Form 10-K for the fiscal
year ended March 31, 2021.
Results of Operations
Three and six months ended September 30, 2021, compared to the three and six months ended September 30, 2020
Revenues
Total revenues increased 32% and 26% to $27.9 million and $53.3 million for the three and six months ended September 30, 2021,
respectively, compared to $21.1 million and $42.3 million for the three and six months ended September 30, 2020, respectively. Our revenues are
summarized as follows (in thousands):
Three Months Ended September
30,
2021
2020
Revenues:
Grid
Wind
Total

$
$

24,619
3,289
27,908

$
$

16,347
4,770
21,117

Six Months Ended September
30,
2021
2020
$
$

48,119
5,209
53,328

$
$

34,062
8,267
42,329

Our Grid business unit accounted for 88% and 90% of total revenues for the three and six months ended September 30, 2021,
respectively, compared to 77% and 80% for the three and six months ended September 30, 2020, respectively. Our Grid business unit revenues
increased 51% and 41% to $24.6 million and $48.1 million in the three and six months ended September 30, 2021, respectively, from $16.3 million and
$34.1 million in the three and six months ended September 30, 2020, respectively. The increase in the Grid business unit revenue in the three and six
months ended September 30, 2021, was primarily driven by the contributions from the acquisitions of NEPSI and Neeltran.
Our Wind business unit accounted for 12% and 10% of total revenues for the three and six months ended September 30, 2021, respectively,
compared to 23% and 20% for the three and six months ended September 30, 2020, respectively. Revenues in the Wind business unit decreased 31% and
37% to $3.3 million and $5.2 million in the three and six months ended September 30, 2021, from $4.8 million and $8.3 million in the three and six months
ended September 30, 2020. The decrease in the three and six months ended September 30, 2021, was driven by shipments of electrical control systems
("ECS") to Doosan in the three and six months ended September 30, 2020 with no similar shipments in the current year period. Inox, historically one of the
largest customers of our Wind business unit has had and may in the future have its ability to perform under our ECS supply contract hampered by the
prolonged impacts of the COVID-19 pandemic. Inox has been active in the new central and state government auction regime in India and has a cumulative
order book of over 1.4 GW. We are parties to a technology transfer & license agreement dated as of April 17, 2009, as amended (the “2009 TTLA”) with
Inox for a 2 MW class wind turbine, the manufacture of which requires our ECS. On July 21, 2021, we sent written notice to Inox notifying Inox of its
default under the 2009 TTLA due to Inox’s failure to pay royalties for commissioned 2 MW wind turbines in the amount of €0.7 million that Inox is
obligated to pay under the terms of the 2009 TTLA. Inox subsequently paid the royalties during the cure period. If Inox in the future fails to pay such
royalties in accordance with the terms of the 2009 TTLA within the thirty working day cure period after receipt of the default notice, then we may
terminate the 2009 TTLA by providing written notice of such termination to Inox. We cannot predict if and when Inox will pay royalties due and payable
under the 2009 TTLA in the future. In the event we were to terminate the 2009 TTLA in connection with Inox's failure to pay royalties under such
agreement, Inox would no longer be able to manufacture 2 MW wind turbines, likely result in a decrease in Inox’s demand for our ECS and our revenues
and liquidity could be impacted. We cannot predict if and how successful Inox will be in executing on these orders or in obtaining new orders under the
new central and state auction regime. Any failure by Inox to succeed under this regime, or any delay in Inox’s ability to deliver its wind turbines, could
result in fewer ECS shipments to Inox.
Cost of Revenues and Gross Margin
Cost of revenues increased by 58% and 47% to $24.6 million and $46.7 million for the three and six months ended September 30, 2021, compared
to $15.6 million and $31.8 million for the three and six months ended September 30, 2020. Gross margin was 12% and 13% for the three and six months
ended September 30, 2021, compared to 26% and 25% for the three and six months ended September 30, 2020. The decrease in gross margin in the three
and six months ended September 30, 2021, was due to an unfavorable product mix, higher raw materials cost and additional costs related to purchase

accounting adjustments associated with the Neeltran Acquisition. Cost of revenues includes total amortization expense of less than $0.1 million and $0.1
million in the three and six months ended September 30, 2021 as a result of each of the NEPSI and Neeltran acquired backlog intangible assets. In
addition, a fair value purchase adjustment of approximately $0.3 million and $0.6 million for the step-up basis assigned to acquired inventory, to properly
reflect the fair value in purchase accounting, was charged to cost of revenues in the three and six months ended September 30, 2021.
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Operating Expenses
Research and development
Research and development ("R&D") expense remained relatively flat at $2.7 million in the three months ended September 30, 2021
and September 30, 2020, respectively. The slight decrease in R&D expense was due to higher overall compensation expense and less allocation of expenses
to cost of goods sold for revenue generating projects in the three months ended September 30, 2020, compared to the three months ended September 30,
2021. Research and development expenses increased 9% in the six months ended September 30, 2021 to $5.7 million from $5.2 million in the six months
ended September 30, 2020. The increase in R&D expense in the six month period was due to less allocation of expenses to cost of goods sold for revenue
generating projects.
Selling, general, and administrative
Selling, general and administrative ("SG&A") expenses increased 14% in the three months ended September 30, 2021, to $6.7 million from $5.9
million in the three months ended September 30, 2020. The increase in SG&A expense in the three months ended September 30, 2021 was due to higher
overall compensation expense due to the additions of NEPSI and Neeltran, as well as higher stock compensation expense than in the prior year period.
Selling, general and administrative expenses increased 20% to $13.8 million in the six months ended September 30, 2021 compared to $11.5 million in the
six months ended September 30, 2020. The increase in SG&A expense in the six months ended September 30, 2021 was due to higher overall
compensation expense due to the additions of NEPSI and Neeltran than in the prior year period.
Amortization of acquisition related intangibles
We recorded amortization expense related to our core technology and know-how, customer relationships, and other intangible assets of $0.6
million and $1.2 million in the three and six months ended September 30, 2021, respectively, and $0.1 million and $0.2 million in the three and six months
ended September 30, 2020, respectively. The increase in amortization expense is primarily a result of the acquisitions of NEPSI and Neeltran.
Change in fair value of contingent consideration
The change in fair value of our contingent consideration for the earnout payment on the NEPSI Acquisition resulted in a gain of $2.4 million and
$2.3 million in the three and six months ended September 30, 2021. The change in the fair value was primarily driven by a decreased likelihood of
achieving certain revenue targets.
Operating loss
Our operating loss is summarized as follows (in thousands):
Three Months Ended September
30,
2021
2020
Operating Income (loss):
Grid
Wind
Unallocated corporate expenses
Total

$

$

(5,836)
205
1,329
(4,302)

$

$

Six Months Ended September
30,
2021
2020

(1,374) $
(983)
(849)
(3,206) $

(11,180) $
(558)
(63)
(11,801) $

(2,562)
(2,103)
(1,758)
(6,423)

Our Grid business segment generated operating losses of $5.8 million and $11.1 million in the three and six months ended September 30, 2021,
compared to $1.4 million and $2.6 million in the three and six months ended September 30, 2020. The increase in the Grid business unit operating loss in
the three and six months ended September 30, 2021, was due to a less favorable product mix and the impact of the purchase accounting adjustments
recorded as part of the Neeltran Acquisition including the inventory step up charge noted above and an adjustment which reduced revenue by $0.6 million
less than the contract value, to recognize the fair value adjustment related to the acquired customer deposits, in order to properly reflect pre-acquisition
activities.
Our Wind business segment generated an operating profit of $0.2 million and an operating loss of $0.6 million in the three and six months ended
September 30, 2021, compared to operating losses of $1.0 million and $2.1 million in the three and six months ended September 30, 2020. The decrease in
the Wind business unit operating loss in the three and six month periods was due to reduced manufacturing overhead associated with consolidating wind
manufacturing into our Ayer manufacturing facility in Massachusetts.
Unallocated corporate expenses consist of a gain on contingent consideration of $2.4 million and $2.3 million in the three and six months ended
September 30, 2021. Additionally, unallocated corporate expenses primarily consisted of stock-based compensation expense of $1.1 million and
$0.8 million in the three months ended September 30, 2021 and 2020, respectively and $2.4 million and $1.8 million in the six months ended September
30, 2021 and 2020, respectively.
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Interest income, net
Interest income, net, was less than $0.1 million and $0.1 million in the three and six months ended September 30, 2021, compared to $0.2 million
and $0.3 million in the three and six months ended September 30, 2020. The decrease in interest income in the three and six months ended September 30,
2021 was related to a lower cash balance earning lower interest rates than in the prior period.
Other (expense) income, net
Other income, net was less than $0.1 million and other expense, net was less than $0.1 million in the three and six months ended September 30,
2021, compared to other expense, net of $0.5 million and $0.6 million in the three and six months ended September 30, 2020. The decrease in other
expense during both periods was driven by the impacts of favorable fluctuations in foreign currencies during the respective period.
Income Taxes
Income tax expense was $0.2 million in the three months ended September 30, 2021 and income tax benefit was $1.9 million in the six months
ended September 30, 2021. Income tax expense was $0.2 million and $0.4 million in the three and six months ended September 30, 2020. The decrease in
income tax expense is a result of the release of the valuation allowance to offset the recording of the deferred tax liability from the Neeltran Acquisition in
the six months ended September 30, 2021.
Net loss
Net loss was $4.4 million and $9.8 million in the three and six months ended September 30, 2021, compared to $3.7 million and $7.1 million in
the three and six months ended September 30, 2020. The increase in net loss was driven by lower gross margin and higher operating expenses primarily
due to acquisition costs and purchase accounting adjustments in the three and six months ended September 30, 2021.
Non-GAAP Financial Measure - Non-GAAP Net Loss
Generally, a non-GAAP financial measure is a numerical measure of a company’s performance, financial position or cash flow that either excludes
or includes amounts that are not normally excluded or included in the most directly comparable measure calculated and presented in accordance with
GAAP. The non-GAAP measures included in this Form 10-Q, however, should be considered in addition to, and not as a substitute for or superior to the
comparable measures prepared in accordance with GAAP.
We define non-GAAP net loss as net loss before stock-based compensation, amortization of acquisition-related intangibles, change in fair value of
contingent consideration, acquisition costs, and other non-cash or unusual charges. We believe non-GAAP net loss assists management and investors in
comparing our performance across reporting periods on a consistent basis by excluding these non-cash charges and other items that we do not believe are
indicative of our core operating performance. In addition, we use non-GAAP net loss as a factor to evaluate the effectiveness of our business strategies. A
reconciliation of GAAP to non-GAAP net loss is set forth in the table below (in thousands, except per share data):
Three Months Ended September
Six Months Ended September
30,
30,
2021
2020
2021
2020
$
(4,434) $
(3,712) $
(9,837) $
(7,129)
1,100
849
2,393
1,758
668
121
1,289
242
(2,430)
—
(2,330)
—
(7)
—
681
—
$
(5,103) $
(2,742) $
(7,804) $
(5,129)

Net loss
Stock-based compensation
Amortization of acquisition-related intangibles
Change in fair value of contingent consideration
Acquisition costs
Non-GAAP net loss

$

Non-GAAP net loss per share - basic
Weighted average shares outstanding - basic

(0.19)
27,252

$

(0.13) $
21,860

(0.29) $
27,040

(0.24)
21,775

We incurred non-GAAP net losses of $5.1 million and $7.8 million or $0.19 and $0.29 per share, for the three and six months ended September
30, 2021, compared to $2.7 million and $5.1 million, or $0.13 and $0.24 per share, for the three and six months ended September 30, 2020. The increase in
the non-GAAP net loss for the three and six months ended September 30, 2021 was due to a higher operating loss driven by lower gross margin and higher
operating expenses.
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Liquidity and Capital Resources
We have experienced recurring operating losses, and as of September 30, 2021, had an accumulated deficit of $1,011.1 million.
Our cash requirements depend on numerous factors, including the successful completion of our product development activities, our ability to
commercialize our REG and ship protection system solutions, the rate of customer and market adoption of our products, collecting receivables according to
established terms, the continued availability of U.S. government funding during the product development phase of our superconductor-based products and
whether Inox is successful in executing on Solar Energy Corporation of India Limited orders or in obtaining additional orders under the new central and
state auction regime. We continue to closely monitor our expenses and, if required, expect to reduce our operating and capital spending to enhance liquidity.
In February 2021, we filed a shelf registration statement on Form S-3 that will expire in February 2024 (the “Form S-3”). The Form S-3 allows us
to offer and sell from time-to-time up to $250 million of common stock, debt securities, warrants or units comprised of any combination of these securities.
The Form S-3 is intended to provide us flexibility to conduct registered sales of our securities, subject to market conditions, in order to fund our future
capital needs. The terms of any future offering under the Form S-3 will be established at the time of such offering and will be described in a prospectus
supplement filed with the SEC prior to the completion of any such offering.
As described above, on May 6, 2021, we acquired all of the issued and outstanding shares of capital stock of (i) Neeltran and (ii) International, for:
(a) $1.0 million in cash, and (b) 301,556 shares of the Company’s common stock, which were paid and issued to the selling stockholders of Neeltran. We
also paid $1.1 million to the selling stockholders of International at closing to pay off previous loans made by them to Neeltran.
Also on May 6, 2021, our wholly-owned Connecticut limited liability company, AMSC Husky LLC, purchased the real property that served as
Neeltran’s headquarters for $4.3 million, of which (a) $2.4 million was paid in immediately available funds by AMSC Husky to the owners of such real
property, and (b) $1.9 million was paid directly to TD Bank as full payment for the outstanding indebtedness secured by the mortgage on such real
property. In addition to the amount paid to discharge the mortgage, we paid approximately $5.7 million directly to other Neeltran lenders at closing to
extinguish outstanding Neeltran indebtedness to third parties on behalf of the sellers. All cash payments associated with the Neeltran Acquisition were
funded with cash on hand.
As of September 30, 2021, we had cash, cash equivalents, marketable securities and restricted cash of $57.0 million, compared to $80.7 million as
of March 31, 2021, a decrease of $23.7 million. As of September 30, 2021, we had approximately $2.3 million of cash, cash equivalents, and restricted
cash in foreign bank accounts. Our cash, cash equivalents, marketable securities and restricted cash are summarized as follows (in thousands):
September 30,
2021
$
48,501
8,488
$
56,989

Cash and cash equivalents
Marketable securities
Restricted cash
Total cash, cash equivalents, marketable securities and restricted cash

March 31, 2021
67,814
5,140
7,725
$
80,679
$

For the six months ended September 30, 2021, net cash used in operating activities was $11.7 million, compared to $6.6 million for the six months
ended September 30, 2020. The increase in net cash used in operations was due primarily to the overall impact of increased sales activities on operating
activities during the current year period.
For the six months ended September 30, 2021, net cash used in investing activities was $6.8 million, compared to net cash provided by investing
activities of $23.7 million for the six months ended September 30, 2020. The increase in net cash used in investing activities was primarily due to the cash
that was used to pay for the Neeltran Acquisition. Additionally the prior year period included $25 million for settlement of a certificate deposit that was
used to fund the acquisition of NEPSI. There was no such transaction in the six months ended September 30, 2021.
For the six months ended September 30, 2021, net cash provided by financing activities was less than $0.1 million compared to net cash used in
financing activities of $0.6 million in the six months ended September 30, 2020. The decrease in net cash used in financing activities was due primarily to
a decrease in the repurchase of common stock in connection with employee tax obligations upon the vesting of stock awards.
As of September 30, 2021, we had $6.2 million of restricted cash included in long-term assets and $2.3 million of restricted cash included in
current assets. These amounts of restricted cash primarily represent deposits to secure letters of credit for various supply contracts and long-term projects,
including the irrevocable letter of credit in the amount of $5.0 million to secure certain of our obligations under the Subcontract Agreement with ComEd.
These deposits are held in interest bearing accounts.
We believe we have sufficient available liquidity to fund our operations and capital expenditures for the next twelve months. In addition, we may
seek to raise additional capital, which could be in the form of loans, convertible debt or equity, to fund our operating requirements and capital expenditures.
Our liquidity is highly dependent on our ability to increase revenues, including our ability to collect revenues under our agreements with Inox, control our
operating costs, and raise additional capital, if necessary. There can be no assurance that we will be able to raise additional capital on favorable terms or at
all, or execute on any other means of improving our liquidity as described above. Additionally, the impact of the COVID-19 pandemic on the global
financial markets may reduce our ability to raise additional capital, if necessary, which could negatively impact our liquidity.
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Legal Proceedings
We are involved in legal and administrative proceedings and claims of various types. See Part II, Item 1, “Legal Proceedings,” for additional
information. We record a liability in our consolidated financial statements for these matters when a loss is known or considered probable and the amount
can be reasonably estimated. We review these estimates each accounting period as additional information is known and adjust the loss provision when
appropriate. If a matter is both probable to result in liability and the amounts of loss can be reasonably estimated, we estimate and disclose the possible loss
or range of loss to the extent necessary to make the consolidated financial statements not misleading. If the loss is not probable or cannot be reasonably
estimated, a liability is not recorded in our consolidated financial statements.
Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements, as defined under SEC rules, such as relationships with unconsolidated entities or financial
partnerships, which are often referred to as structured finance or special purpose entities, established for the purpose of facilitating transactions that are not
required to be reflected on our balance sheet except as discussed below.
We occasionally enter into construction contracts that include a performance bond. As these contracts progress, we continually assess the
probability of a payout from the performance bond. Should we determine that such a payout is probable, we would record a liability.
In addition, we have various contractual arrangements under which we have committed to purchase minimum quantities of goods or services on an
annual basis.
Recent Accounting Pronouncements
In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. The amendments in ASU 2016-13 provide more decision-useful information about the expected credit losses on financial instruments and
other commitments to extend credit held by a reporting entity at each reporting date. Following the release of ASU 2019-10 in November 2019, the new
effective date, as long as the Company remains a smaller reporting company, would be annual reporting periods beginning after December 15, 2022. We
are currently evaluating the impact, if any, that the adoption of ASU 2016-13 may have on our consolidated financial statements.
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes. The amendments in
ASU 2019-12 provide for simplified accounting to several income tax situations and removal of certain accounting exceptions. As of April 1, 2021, we
have adopted ASU 2019-12 and noted no material impact on our consolidated financial statements.
We do not believe that, outside of those disclosed here, there are any other recently issued accounting pronouncements that will have a material
impact on our consolidated financial statements.
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ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not Applicable
ITEM 4.

CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures as of September 30, 2021. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in the
reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules
and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the Company’s management,
including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management
recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their
objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on that
evaluation of our disclosure controls and procedures as of September 30, 2021, our Chief Executive Officer and Chief Financial Officer concluded that, as
of such date, our disclosure controls and procedures were effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There were no changes to our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
during the quarter ended September 30, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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PART II—OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

None
ITEM 1A.

RISK FACTORS

Other than the following, there have been no material changes to the risk factors described in Part I, Item 1A of our Annual Report on Form 10-K
for the fiscal year ended March 31, 2021, filed with the SEC on June 2, 2021.
Our success is dependent upon attracting and retaining qualified personnel and our inability to do so could significantly damage our business and
prospects.
We have attracted a highly skilled management team and specialized workforce, including scientists, engineers, researchers, manufacturing,
personnel, and marketing and sales professionals. Hiring and retaining good personnel for our business is challenging, and highly qualified technical
personnel are likely to remain a limited resource for the foreseeable future. We may not be able to hire the necessary personnel to implement our business
strategy. In addition, we may need to provide higher compensation or more training to our personnel than we currently anticipate. Moreover, any officer or
employee can terminate his or her relationship with us at any time. Losing the services of any of our executive officers or key employees could materially
and adversely impact our business.
On September 9, 2021, President Biden issued an executive order requiring all employers with U.S. federal government contracts to ensure that
their U.S.-based employees, contractors, and subcontractors, that work on or in support of U.S. federal government contracts, are fully vaccinated by
December 2021. The executive order only permits limited exceptions for medical and religious reasons. As a U.S. federal government contractor, we are
requiring all U.S. based employees at sites that service or support our U.S. federal government contracts to be fully vaccinated. Additional vaccine
mandates may be announced in jurisdictions in which our businesses operate. Our implementation of these requirements may result in attrition, including
attrition of key personnel and skilled labor, and difficulty securing future labor needs, which could have a material adverse effect on our business, financial
condition and results of operations.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The Company’s stock repurchase activity during the three months ended September 30, 2021 was as follows:

Month
July 1, 2021 - July 31, 2021
August 1, 2021 - August 31, 2021
September 1, 2021 - September 30, 2021
Total

Total Number
of Shares
Purchased(a)
—
—
—
—

Average
Price Paid
per Share
—
—
—
—

Total Number of
Shares Purchased
as Part of Publicly
Announced
Plans or
Programs
—
—
—
—

Approximate
Dollar Value of
Shares
that May Yet Be
Purchased under
the
Plans or Programs
(in millions)

(a) During the three months ended September 30, 2021, we did not repurchase shares in connection with our stock-based compensation plans.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None
ITEM 4.

MINE SAFETY DISCLOSURES

Not Applicable
ITEM 5.

OTHER INFORMATION

None
31

ITEM 6.

EXHIBITS
EXHIBIT INDEX

Exhibit
Number

Exhibit Description

Form

Incorporated by Reference
Filing Filed/Furnished
File No. Exhibit
Date
Herewith

10.1

Form of Executive Stock Award Agreement (regarding stock awards
to executive officers in lieu of cash bonus payouts), under 2007
Stock Incentive Plan, as amended.

*

31.1

Chief Executive Officer—Certification pursuant to Rule 13a-14(a) or
Rule 15d-14(a) of the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

*

31.2

Chief Financial Officer—Certification pursuant to Rule 13a-14(a) or
Rule 15d-14(a) of the Securities Exchange Act of 1934, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

*

32.1

Chief Executive Officer—Certification pursuant to Rule13a-14(b) or
Rule 15d-14(b) of the Securities Exchange Act of 1934 and 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

**

32.2

Chief Financial Officer—Certification pursuant to Rule 13a-14(b) or
Rule 15d-14(b) of the Securities Exchange Act of 1934 and 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

**

101.INS

Inline XBRL Instance Document - the instance document does not
appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

*

101.SCH

Inline XBRL Taxonomy Extension Schema Document.

*

101.CAL

Inline XBRL Taxonomy Calculation Linkbase Document.

*

101.DEF

Inline XBRL Definition Linkbase Document.

*

101.LAB

Inline XBRL Taxonomy Label Linkbase Document.

*

101.PRE

Inline XBRL Taxonomy Presentation Linkbase Document.

*

104

Cover Page Interactive Data File (formatted as Inline XBRL and
contained in Exhibit 101)
_________________________
*

Filed herewith

**

Furnished herewith

Attached as Exhibits 101 to this report are the following formatted in XBRL (Extensible Business Reporting Language): (i) Condensed Consolidated
Balance Sheet as of September 30, 2021 and March 31, 2021 (ii) Condensed Statements of Operations and Income for the three and six months
ended September 30, 2021 and 2020, (iii) Condensed Consolidated Statements of Comprehensive (Loss) Income for the three and six months
ended September 30, 2021 and 2020, (iv) Condensed Consolidated Statements of Cash Flows for the six months ended September 30, 2021 and 2020, and
(v) Notes to Condensed Consolidated Financial Statements.
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SIGNATURE
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.
AMERICAN SUPERCONDUCTOR CORPORATION
By:
Date:

November 8, 2021
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/s/ John W. Kosiba, Jr.
John W. Kosiba, Jr.
Senior Vice President, Chief Financial Officer and Treasurer
(Principal Financial and Accounting Officer)

EXHIBIT 10.1
AMERICAN SUPERCONDUCTOR CORPORATION
2007 STOCK INCENTIVE PLAN, AS AMENDED
EXECUTIVE STOCK AWARD AGREEMENT
GRANT NOTICE
Unless otherwise defined herein, the terms defined in the 2007 Stock Incentive Plan of American Superconductor Corporation (the “Company”),
as amended from time to time (the “Plan”), shall have the same defined meanings in this Executive Stock Award Agreement, which includes the terms in
this Grant Notice (the “Grant Notice”) and Appendix A attached hereto (collectively the “Agreement”).
The Board of Directors of the Company has determined to pay your cash payout under the terms of the Company’s executive incentive plan for the
fiscal year ended March 31, 202[_] (“Fiscal Year 202[_]”), net of applicable withholdings (the “Withholdings Obligations Payment”), in shares of Common
Stock to you. As a result, you have been granted shares of Common Stock, subject to the terms and conditions of the Plan and this Agreement, that together
with the Withholdings Obligations Payment, represent the full payment of your bonus for performance under the terms of the Company’s executive
incentive plan for Fiscal Year 202[_].
Executive:
Grant Date:
Total Number of Shares of Common
Stock:
Type of Shares
Vesting Schedule:

[]
[]
[]
Common Stock
All of the shares of Common Stock subject to this grant are fully vested as of the Grant Date.

Your signature below indicates your agreement and understanding that the Common Stock is subject to all of the terms and conditions contained in
this Agreement, including this Grant Notice and Appendix A, and the Plan. ACCORDINGLY, PLEASE BE SURE TO READ ALL OF APPENDIX A,
WHICH CONTAINS THE SPECIFIC TERMS AND CONDITIONS OF THE COMMON STOCK. In addition, your signature below indicates your
agreement that this stock grant, the receipt of which is hereby acknowledged, together with the Withholdings Obligations Payment, satisfy all obligations of
the Company and its subsidiaries with respect to your bonus for performance under the terms of the Company’s executive incentive plan for Fiscal Year
202[_], and (ii) all applicable withholdings with respect to your bonus for performance under the terms of the Company’s executive incentive plan for
Fiscal Year 202[_] have been satisfied by the Withholdings Obligations Payment.
AMERICAN SUPERCONDUCTOR
CORPORATION:
By:
Print
Name:
Title:

PARTICIPANT:
By:
Print
Name:

APPENDIX A
TO THE EXECUTIVE STOCK AWARD AGREEMENT
Pursuant to this Agreement, the Company has awarded to the Participant the number of shares of Common Stock under the Plan, as set forth in the
Grant Notice.
ARTICLE I.
&NBSP;&NBSP;&NBSP;&NBSP;GENERAL
1.1 Definitions. All capitalized terms used in this Agreement without definition shall have the meanings ascribed in the Plan and the Grant
Notice. All references to the “Board” herein shall mean the Board of Directors of the Company, a Committee or the officers referred to in Section 3(c) of
the Plan to the extent that the Board of Director’s powers or authority under the Plan have been delegated to such Committee or officers.
1.2 Incorporation of Terms. The Common Stock is subject to the terms and conditions of the Plan, which is incorporated herein by reference. In
the event of any inconsistency between the Plan and this Agreement, the terms of the Plan shall control.
ARTICLE II.
&NBSP;&NBSP;&NBSP;&NBSP;AWARD OF COMMON STOCK
2.1 Award of Common Stock.
(a) Award. As of the Grant Date, the Company issues to the Participant the number of shares of Common Stock set forth in the Grant
Notice (the “Award”). Such shares of Common Stock shall sometimes be referred to herein as “Shares.”
(b) Book Entry Form; Certificates. At the sole discretion of the Board, the Shares will be issued in either (i) uncertificated form, with
the Shares recorded in the name of the Participant in the books and records of the Company’s transfer agent; or (ii) certificate form.
2.2 Taxes.
(a) Taxes; Conditions to Issuance of Certificates. Notwithstanding any other provision of this Agreement:
(i) The Participant is ultimately liable and responsible for all taxes owed in connection with the Shares. Neither the Company
nor any of its subsidiaries makes any representation or undertaking regarding the tax treatment of the awarding of the Shares or the subsequent sale of the
Shares. The Company and its subsidiaries do not commit and are under no obligation to structure the Award or the Shares to reduce or eliminate the
Participant’s tax liability.

(ii) The Company shall not be required to issue or deliver any Shares prior to the fulfillment of all of the conditions set forth in
Sections 10(e) and 10(g) of the Plan.
ARTICLE III.
&NBSP;&NBSP;&NBSP;&NBSP;OTHER PROVISIONS
3.1 No Right to Employment or Other Status. Nothing in this Agreement or in the Plan shall confer upon the Participant any right to continued
employment or any other relationship with the Company or any of its subsidiaries. The Company and its subsidiaries reserve the right at any time to
dismiss or otherwise terminate their relationship with the Participant free from any liability or claim under this Agreement or the Plan.
3.2 Governing Law. This Agreement shall be governed by and interpreted in accordance with the laws of the State of Delaware, without regard
to any applicable conflicts of law principles.
3.3 Conformity to Securities Laws. The Participant acknowledges that the Plan and this Agreement are intended to conform to the extent
necessary with all provisions of the Securities Act of 1933, as amended, and the Exchange Act, and any and all regulations and rules promulgated
thereunder by the Securities and Exchange Commission. Notwithstanding anything herein to the contrary, the Plan shall be administered, and the Award is
granted, only in such a manner as to conform to such laws, rules and regulations. To the extent permitted by applicable law, the Plan and this Agreement
shall be deemed amended to the extent necessary to conform to such laws, rules and regulations.
3.4 Amendment, Suspension and Termination. To the extent permitted by the Plan, this Agreement may be wholly or partially amended or
otherwise modified, suspended or terminated at any time or from time to time by the Board, provided, that, the Participant’s consent to such action shall be
required unless (a) the Board determines that the action, taking into account any related action, would not materially and adversely affect the Participant’s
rights under this Agreement or (b) such action is otherwise permitted under the Plan.
3.5 Notices. All notices required or permitted hereunder shall be given in writing and shall be deemed effectively given upon personal delivery
or five days after deposit in the United States Post Office, by registered or certified mail, with postage and fees prepaid, addressed to the Participant to his
address shown in the Company records, and to the Company at its principal executive office.
*****

Exhibit 31.1
AMERICAN SUPERCONDUCTOR CORPORATION
CERTIFICATIONS
I, Daniel P. McGahn, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of American Superconductor Corporation;

2.

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

3.

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

4.

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

5.

Date:

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 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.
November 8, 2021

By:

/s/Daniel P. McGahn
Daniel P. McGahn
Chief Executive Officer

Exhibit 31.2
AMERICAN SUPERCONDUCTOR CORPORATION
CERTIFICATIONS
I, John W. Kosiba, Jr., certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of American Superconductor Corporation;

2.

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

3.

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

4.

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

5.

Date:

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 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.
November 8, 2021

By:

/s/John W. Kosiba, Jr.
John W. Kosiba, Jr.
Chief Financial Officer

Exhibit 32.1
AMERICAN SUPERCONDUCTOR CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of American Superconductor Corporation (the “Company”) for the period ended September
30, 2021, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Daniel P. McGahn, Chief Executive
Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that,
to my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date:

November 8, 2021

By:

/s/Daniel P. McGahn
Daniel P. McGahn
Chief Executive Officer

Exhibit 32.2
AMERICAN SUPERCONDUCTOR CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of American Superconductor Corporation (the “Company”) for the period ended September
30, 2021, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, John W. Kosiba, Jr., Chief Financial
Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that,
to my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date:

November 8, 2021

By:

/s/John W. Kosiba, Jr.
John W. Kosiba, Jr.
Chief Financial Officer

