
PLUG POWER INC
Form 10-Q
November 14, 2014
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2014

OR

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

FOR THE TRANSITION PERIOD FROM             TO            

Commission File Number: 1-34392
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PLUG POWER INC.
(Exact name of registrant as specified in its charter)

Delaware 22-3672377
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification Number)

968 ALBANY SHAKER ROAD, LATHAM, NEW YORK 12110

(Address of Principal Executive Offices, including Zip Code)

(518) 782-7700

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non - accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer,� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer o Accelerated filer o

Non-accelerated filer x Smaller reporting company o

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

The number of shares of common stock, par value of $.01 per share, outstanding as of November 5, 2014 was 173,125,897.
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PART 1.  FINANCIAL INFORMATION

Item 1 � Interim Financial Statements (Unaudited)

Plug Power Inc. and Subsidiaries

Condensed Consolidated Balance Sheets

(Unaudited)

September 30, December 31,
2014 2013

Assets
Current assets:
Cash and cash equivalents $ 156,461,732 $ 5,026,523
Accounts receivable, net 15,032,920 6,429,400
Inventory 21,925,629 10,406,320
Prepaid expenses and other current assets 6,049,407 1,850,859
Total current assets 199,469,688 23,713,102

Restricted cash 500,000 500,000
Property, plant, and equipment, net 5,589,569 5,277,667
Leased property under capital lease, net 2,065,947 2,453,312
Note receivable 463,212 509,945
Intangible assets, net 2,098,763 2,901,595
Other assets 1,620,342 �
Total assets $ 211,807,521 $ 35,355,621

Liabilities, Redeemable Preferred Stock, and Stockholders� Equity (Deficit)
Current liabilities:
Accounts payable $ 7,902,787 $ 3,094,385
Accrued expenses 5,762,871 3,068,774
Product warranty reserve 1,306,520 1,608,131
Deferred revenue 4,180,848 3,434,735
Obligations under capital lease 773,045 717,870
Other current liabilities 1,950,519 679,176
Total current liabilities 21,876,590 12,603,071
Obligations under capital lease � 586,879
Deferred revenue 6,552,980 5,579,281
Common stock warrant liability 15,529,387 28,829,849
Finance obligation 2,443,289 2,492,330
Other liabilities 408,847 765,281
Total liabilities 46,811,093 50,856,691
Redeemable Preferred Stock
Series C redeemable convertible preferred stock, $0.01 par
value per share (aggregate involuntary liquidation preference
$25,495,586) 10,431 shares authorized; Issued and
outstanding: 5,231 at September 30, 2014 and 10,431 at
December 31, 2013 1,152,720 2,371,080
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Stockholders� equity (deficit):
Common stock, $0.01 par value per share; 450,000,000 shares
authorized; Issued (including shares in treasury): 173,480,613
at September 30, 2014 and 106,356,558 at December 31, 2013 1,734,806 1,063,566
Additional paid-in capital 1,094,680,811 831,155,925
Accumulated other comprehensive income 897,807 897,807
Accumulated deficit (930,898,090) (849,437,066)
Less common stock in treasury:
362,227 shares at September 30, 2014 and 165,906 at
December 31, 2013 (2,571,626) (1,552,382)
Total stockholders� equity (deficit) 163,843,708 (17,872,150)
Total liabilities, redeemable preferred stock, and stockholders�
equity (deficit) $ 211,807,521 $ 35,355,621

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Plug Power Inc. and Subsidiaries

Condensed Consolidated Statements of Operations

(Unaudited)

Three months ended Nine months ended
September 30 September 30

2014 2013 2014 2013
Product revenue $ 12,595,044 $ 2,535,153 $ 28,336,212 $ 12,786,935
Service revenue 6,914,933 1,629,855 13,395,506 4,552,528
Research and development contract revenue 371,117 461,808 1,045,059 1,229,734

Total revenue 19,881,094 4,626,816 42,776,777 18,569,197

Cost of product revenue 11,058,189 3,909,606 24,950,538 14,339,351
Cost of service revenue 9,217,120 3,902,412 19,143,276 10,444,167
Cost of research and development contract
revenue 699,490 730,486 1,887,516 1,883,361
Research and development expense 1,643,526 768,965 4,295,153 2,343,030
Selling, general and administrative expenses 4,950,594 2,753,030 13,033,958 8,849,730
Legal reserve 2,400,000 � 2,400,000 �
Amortization of intangible assets 608,444 562,896 1,782,832 1,704,917

Operating loss (10,696,269) (8,000,579) (24,716,496) (20,995,359)

Interest and other income 628,339 26,028 722,118 83,109
Gain on bargain purchase � � 1,014,256 �
Change in fair value of common stock
warrant liability 485,471 (8,206,429) (58,370,871) (16,171,061)
Interest and other expense (93,255) (124,651) (304,863) (354,180)
Gain on sale of equity interest in joint venture � � � 3,234,717

Loss before income taxes (9,675,714) (16,305,631) (81,655,856) (34,202,774)

Income tax benefit 324,680 410,259 324,680 410,259

Net loss attributable to the Company $ (9,351,034) $ (15,895,372) $ (81,331,176) $ (33,792,515)

Preferred stock dividends declared (26,030) (51,908) (129,848) (69,211)

Net loss attributable to common shareholders $ (9,377,064) $ (15,947,280) $ (81,461,024) $ (33,861,726)

Loss per share:
Basic and diluted $ (0.06) $ (0.19) $ (0.53) $ (0.50)

Weighted average number of common shares
outstanding 169,557,223 84,150,851 154,539,225 67,194,806

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Plug Power Inc. and Subsidiaries

Condensed Consolidated Statements of Comprehensive Loss

(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 2014 2013

Net loss attributable to the Company $ (9,351,034) $ (15,895,372) $ (81,331,176) $ (33,792,515)
Other comprehensive loss:
Foreign currency translation gain (loss) � 25,268 � (56,828)
Comprehensive loss $ (9,351,034) $ (15,870,104) $ (81,331,176) $ (33,849,343)

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

5

Edgar Filing: PLUG POWER INC - Form 10-Q

9



Table of Contents

Plug Power Inc. and Subsidiaries

Condensed Consolidated Statements of Cash Flows

(Unaudited)

Nine months ended
September 30,

2014 2013
Cash Flows From Operating Activities:
Net loss attributable to the Company $ (81,331,176) $ (33,792,515)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation of property, plant and equipment, and investment in leased property 1,438,457 1,432,698
Amortization of intangible assets 1,782,832 1,704,917
Stock-based compensation 2,402,994 1,576,577
Gain on sale of equity interest in joint venture � (3,234,717)
Gain on bargain purchase (1,014,256) �
Gain on disposal of property, plant and equipment (31,792) (55,768)
Change in fair value of common stock warrant liability 58,370,871 16,171,061
Changes in operating assets and liabilities that provide (use) cash, net of effects of
acquisition:
Accounts receivable (8,287,545) (279,308)
Inventory (6,358,086) (1,218,197)
Prepaid expenses and other current assets (5,729,996) (131,670)
Note receivable 46,733 45,399
Accounts payable, accrued expenses, product warranty reserve and other liabilities 6,031,273 (2,065,461)
Deferred revenue 1,654,631 1,902,239
Net cash used in operating activities (31,025,060) (17,944,745)

Cash Flows From Investing Activities:
Proceeds from sale of equity interest in joint venture � 3,234,717
Purchase of property, plant and equipment (1,200,003) (144,752)
Purchase of ReliOn, net of cash acquired 414,000 �
Proceeds from disposal of property, plant and equipment 31,792 56,700
Net cash (used in) provided by investing activities (754,211) 3,146,665

Cash Flows From Financing Activities:
Restricted cash � (500,000)
Proceeds from exercise of stock options 240,598 �
Proceeds from exercise of warrants 18,340,534 2,849,460
Purchase of treasury stock (513,661) �
Proceeds from issuance of preferred stock � 2,595,400
Preferred stock issuance costs � (144,321)
Proceeds from issuance of common stock and warrants 176,700,005 14,807,717
Common stock issuance costs (10,977,387) (1,934,265)
Repayment of borrowings under line of credit � (3,380,835)
Proceeds from finance obligation � 2,600,000
Principal payments on obligations under capital lease and finance obligation (575,609) (516,177)
Net cash provided by financing activities 183,214,480 16,376,979

Effect of exchange rate changes on cash � 997
Increase (decrease) in cash and cash equivalents 151,435,209 1,579,896
Cash and cash equivalents, beginning of period 5,026,523 9,380,059
Cash and cash equivalents, end of period $ 156,461,732 $ 10,959,955
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1.  Nature of Operations

Description of Business

Plug Power Inc. is a leading provider of alternative energy technology focused on the design, development, commercialization and manufacture
of fuel cell systems for the industrial off-road (forklift or material handling) market.

We are focused on proton exchange membrane, or PEM, fuel cell and fuel processing technologies and fuel cell/battery hybrid technologies,
from which multiple products are available. A fuel cell is an electrochemical device that combines hydrogen and oxygen to produce electricity
and heat without combustion. Hydrogen is derived from hydrocarbon fuels such as liquid petroleum gas, or LPG, natural gas, propane, methanol,
ethanol, gasoline or biofuels. Hydrogen can also be obtained from the electrolysis of water. Hydrogen can be purchased directly from industrial
gas providers or can be produced on-site at consumer locations.

We sell and continue to develop fuel cell product solutions to replace lead-acid batteries in material handling vehicles and industrial trucks for
some of North America�s largest distribution and manufacturing businesses. We are focusing our efforts on material handling applications
(forklifts) at multi-shift high volume manufacturing and high throughput distribution sites where our products and services provide a unique
combination of productivity, flexibility and environmental benefits. Our current product line includes: GenDrive, a hydrogen fueled PEM fuel
cell system providing power to material handling vehicles; GenKey, our turn-key solution offering complete simplicity to customers
transitioning their material handling vehicles to fuel cell power; GenFuel, our hydrogen fueling delivery system; and GenCare, our ongoing
maintenance program for both the GenDrive fuel cells and GenFuel products.

We sell our products worldwide, with a primary focus on North America, through our direct product sales force, leveraging relationships with
original equipment manufacturers, or OEMs, and their dealer networks. We are party to a joint venture based in France with Axane, S.A. under
the name HyPulsion, S.A.S., to develop and sell hydrogen fuel cell systems for the European material handling market. We sell to businesses,
government agencies and commercial consumers.

On April 2, 2014, we acquired substantially all of the assets of ReliOn, a developer of hydrogen fuel cell stack technology based in Spokane,
Washington.  As consideration for the acquisition, we issued 530,504 shares of our common stock and assumed certain specified liabilities of
ReliOn. The shares were valued at $4,000,000 based on the $7.54 closing sale price of our common stock on the Nasdaq Capital Market on
April 1, 2014.

Unless the context indicates otherwise, the terms �Company,� �Plug Power,� �we,� �our� or �us� as used herein refers to Plug Power Inc. and its
subsidiaries.

Liquidity

Edgar Filing: PLUG POWER INC - Form 10-Q

12



Our cash requirements relate primarily to working capital needed to operate and grow our business, including funding operating expenses,
growth in inventory to support both shipments of new units and servicing the installed base, funding the growth in our GenKey �turn-key� solution
which also includes the installation of our customer�s hydrogen infrastructure as well as delivery of the hydrogen molecule, and continued
development and expansion of our products. Our ability to achieve profitability and meet future liquidity needs and capital requirements will
depend upon numerous factors, including the timing and quantity of product orders and shipments; the timing and amount of our operating
expenses; the timing and costs of working capital needs; the timing and costs of building a sales base; the timing and costs of developing
marketing and distribution channels; the timing and costs of product service requirements; the timing and costs of hiring and training product
staff; the extent to which our products gain market acceptance; the timing and costs of product development and introductions; the extent of our
ongoing and any new research and development programs; and changes in our strategy or our planned activities. If we are unable
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to fund our operations, we may be required to delay, reduce and/or cease our operations and/or seek bankruptcy protection.

We have experienced and continue to experience negative cash flows from operations and net losses attributable to common shareholders. We
incurred a net loss attributable to common shareholders of $81.5 million for the nine months ended September 30, 2014, and net losses
attributable to common shareholders of $62.8 million, $31.9 million and $27.5 million for the years ended December 31, 2013, 2012 and 2011,
respectively, and we have an accumulated deficit of $930.9 million at September 30, 2014. Substantially all of our accumulated deficit has been
incurred in connection with our operating expenses, research and development expenses, and from general and administrative costs associated
with our operations.

Net cash used in operating activities for the nine months ended September 30, 2014 was $31.0 million. Additionally, on September 30, 2014, we
had cash and cash equivalents of $156.5 million and net working capital of $177.6 million. This compares to $5.0 million and $11.1 million,
respectively, at December 31, 2013.

On January 15, 2014 we completed an underwritten public offering of 10,000,000 shares of common stock and accompanying warrants to
purchase 4,000,000 shares of common stock. The shares and the warrants were sold together in a fixed combination, with each combination
consisting of one share of common stock and 0.40 of a warrant to purchase one share of common stock, at a price of $3.00 per fixed combination
for gross proceeds of $30.0 million. The securities were placed with a single institutional investor. The warrants have an exercise price of $4.00
per share, are immediately exercisable and will expire on January 15, 2019. The total net proceeds to Plug Power from the January 2014 public
offering were $27,970,256.

On March 11, 2014, we completed an underwritten public offering of 3,902,440 shares of common stock. The shares were sold at $5.74 per
share for gross proceeds of approximately $22.4 million. The shares were placed with a single institutional investor. The total net proceeds to
Plug Power from the March 2014 public offering were $21,308,987.

On April 30, 2014, we completed an underwritten public offering of 22,600,000 shares of common stock. The shares were sold at $5.50 per
share for gross proceeds of approximately $124.3 million. The total net proceeds to Plug Power from the April 2014 public offering were
$116,443,375.

To date, we have funded our operations primarily through public and private offerings of common and preferred stock, a sale-leaseback of our
building, our previous line of credit and maturities and sales of our available-for-sale securities. We believe that our current cash, cash
equivalents, cash generated from future sales, and cash generated from the exercise of outstanding warrants will provide sufficient liquidity to
fund operations for at least the next twelve months. This projection is based on our current expectations regarding product sales, cost structure,
cash burn rate and operating assumptions.

2. Basis of Presentation
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Principles of Consolidation: The  accompanying  unaudited  condensed  interim  consolidated  financial statements include the financial
statements of the Company and its wholly-owned subsidiaries. All significant intercompany balances and transactions have been eliminated in
consolidation. It is the Company�s policy to reclassify prior period consolidated financial statements to conform to current period presentation.

Interim Financial Statements: The accompanying unaudited condensed interim consolidated financial statements have been prepared pursuant
to the rules and regulations of the Securities and Exchange Commission (SEC). In the opinion of management, all adjustments, which consist
solely of normal recurring adjustments, necessary to present fairly, in accordance with U.S. generally accepted accounting principles (GAAP),
the financial position, results of operations and cash flows for all periods presented, have been made. The results of operations for the interim
periods presented are not necessarily indicative of the results that may be expected for the full year.

8
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Certain information and footnote disclosures normally included in annual consolidated financial statements prepared in accordance with U.S.
generally accepted accounting principles have been condensed or omitted. These unaudited condensed consolidated financial statements should
be read in conjunction with the Company�s audited consolidated financial statements and notes thereto included in the Company�s Annual Report
on Form 10-K, as amended by the Company�s Annual Report on Form 10-K/A, filed for the fiscal year ended December 31, 2013.

The information presented in the accompanying condensed consolidated balance sheet as of December 31, 2013 has been derived from the
Company�s December 31, 2013 audited consolidated financial statements. All other information has been derived from the Company�s unaudited
condensed consolidated financial statements as of September 30, 2014 and for the three and nine months ended September 30, 2014 and 2013.

Use of Management Estimates: The unaudited condensed interim consolidated financial statements have been prepared in conformity with
GAAP, which require management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Significant Accounting Policies:

Revenue Recognition

The Company recognizes revenue under arrangements for products and services, which may include the sale of products (GenDrive units) and
related services, including revenue from installation, service and maintenance, spare parts, hydrogen fueling services, which may include
hydrogen supply as well as hydrogen fueling infrastructure, and leased units. The Company also recognizes revenue under research and
development contracts, which are primarily cost reimbursement contracts associated with the development of PEM fuel cell technology.

The Company enters into revenue arrangements that may contain a combination of fuel cell systems and equipment, which may be sold, or under
a limited number of arrangements leased to customers, installation, service, maintenance, spare parts, hydrogen fueling and other support
services. For these multiple deliverable arrangements, the Company accounts for each separate deliverable as a separate unit of accounting if the
delivered item or items have value to the customer on a standalone basis. The Company considers a deliverable to have standalone value if the
item is sold separately by us or another entity or if the item could be resold by the customer. The Company allocates revenue to each separate
deliverable based on its relative selling price. For a majority of our deliverables, the Company determines relative selling prices using its best
estimate of the selling price as vendor-specific objective evidence and third-party evidence is generally not available for the deliverables
involved in its revenue arrangements due to a lack of a competitive environment in selling fuel cell technology. When determining estimated
selling prices, the Company may consider the cost to produce the deliverable, the anticipated margin on that deliverable, the selling price and
profit margin for similar parts, the Company�s ongoing pricing strategy and policies, the value of any enhancements that have been built into the
deliverable and the characteristics of the varying markets in which the deliverable is sold, as applicable. The Company determines estimated
selling prices for deliverables in its agreements based on the specific facts and circumstances of each arrangement and analyzes the estimated
selling prices used for its allocation of arrangement consideration at least annually. Selling prices will be analyzed on a more frequent basis if a
significant change in the Company�s business necessitates a more timely analysis or if the Company experiences significant variances in its
selling prices.
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Once relative selling prices are determined, the Company proportionately allocates the sale consideration to each element of the arrangement.
The allocated sales consideration related to fuel cell systems and equipment, spare parts, and hydrogen is recognized as revenue at shipment if
title and risk of loss have passed to the customer, there is persuasive evidence of an arrangement, the sales price is fixed or determinable,
collection of the related receivable is reasonably assured, and customer acceptance criteria, if any, have been successfully demonstrated. The
allocated sales consideration related to installation, service, maintenance, and hydrogen delivery infrastructure is generally recognized as
revenue when completed or on a straight-line basis over the term of the contract, as appropriate.
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In the case of consignment sales, the Company does not begin recognizing revenue until the customer has accepted the product, at which time
the risks and rewards of ownership have transferred, the price is fixed, and the Company has a reasonable expectation of collection upon billing.

The Company does not include a right of return on its products other than rights related to warranty provisions that permit repair or replacement
of defective goods. The Company accrues for anticipated warranty costs at the same time that revenue is recognized for the related product.

The Company has also sold extended warranty contracts that generally provide for a five to ten year warranty from the date of product
installation. These types of contacts are accounted for as a separate deliverable, and accordingly, revenue generated from these transactions is
deferred and recognized in income over the warranty period, generally on a straight-line basis. Additionally, the Company may enter into annual
service and maintenance contracts that are billed monthly. Revenue generated from these transactions is recognized in income on a straight-line
basis over the term of the contract.

At September 30, 2014 and December 31, 2013, the Company had unbilled amounts from product and service revenues in the amount of
approximately $1,821,000 and $184,000, respectively, which is included in other current assets in the accompanying condensed consolidated
balance sheets. At September 30, 2014 and December 31, 2013, the Company had deferred product and service revenues in the amount of $10.7
million and $9.0 million, respectively.

Common Stock Warrant Accounting

The Company accounts for common stock warrants in accordance with applicable accounting guidance provided in Accounting Standards
Codification (ASC) Subtopic 815-40, Derivatives and Hedging � Contracts in Entity�s Own Equity, as either derivative liabilities or as equity
instruments depending on the specific terms of the warrant agreement. In compliance with applicable securities law, registered common stock
warrants that require the issuance of registered shares upon exercise and do not sufficiently preclude an implied right to cash settlement are
accounted for as derivative liabilities. We classify these derivative warrant liabilities on the accompanying consolidated balance sheets as a
long-term liability, which is revalued at each balance sheet date subsequent to the initial issuance using the Black-Scholes pricing model. The
Black-Scholes pricing model, which is based, in part, upon unobservable inputs for which there is little or no market data, requires the Company
to develop its own assumptions. Changes in the fair value of the warrants are reflected in the accompanying consolidated statements of
operations as change in fair value of common stock warrant liability.

Joint Venture

The Company accounts for investments in joint ventures in which we have significant influence in accordance with applicable accounting
guidance in ASC Subtopic 323-10, Investments � Equity Method and Joint Ventures � Overall. On February 29, 2012 we completed the
formation of our joint venture with Axane, S.A., a subsidiary of Air Liquide, under the name HyPulsion, S.A.S. (HyPulsion or the JV). The
principal purpose of the JV is to develop and sell hydrogen fuel cell systems for the European material handling market. Axane contributed cash
at the closing and has made additional fixed cash contributions in 2013 and 2014 in exchange for an initial 55% ownership of the JV, subject to
certain conditions. We have not contributed any cash to the JV and we are not obligated to contribute any cash. We contributed to the JV the
right to use our technology, including design and technology know-how on GenDrive systems, in exchange for an initial 45% ownership of the
JV.
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On April 19, 2013 Axane purchased an additional 25% ownership interest in HyPulsion from the Company for a cash purchase price of $3.3
million (Euro 2.5 million). We now own 20% and Axane owns 80% of HyPulsion, and we will share in 20% of the profits and losses from the
JV. The Company has the right to purchase an additional 60% of HyPulsion from Axane at any time between January 4, 2018 and January 29,
2018 at a formula price. If the Company exercises its purchase right, Axane will have the right, at any time between February 1, 2018 and
December 31, 2021, to require the Company to buy the remaining 20% interest at a formula price.
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The Company and the JV have also entered into an engineering service agreement under which, among other things, the Company provides the
JV with engineering and technical services. The JV made payments to the Company of $1,622,576 and $8,978,747 for the nine months ended
September 30, 2014 and September 30, 2013, respectively, for engineering and technical services, as well as for the purchase of fuel cell systems
and parts.

In accordance with the equity method of accounting, the Company will increase its investment in the JV by its share of any earnings, and
decrease its investment in the JV by its share of any losses. Losses in excess of the investment must be restored from future profits before we can
recognize our proportionate share of profits. As of September 30, 2014, the Company had a zero basis for its investment in the JV.

Recent Accounting Pronouncements

On May 28, 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which requires an entity to recognize the
amount of revenue to which it expects to be entitled for the transfer of promised goods or services to customers. The ASU will replace most
existing revenue recognition guidance in U.S. GAAP when it becomes effective. The new standard is effective for the Company on January 1,
2017. Early application is not permitted. The standard permits the use of either the retrospective or cumulative effect transition method. The
Company is evaluating the effect that ASU 2014-09 will have on its consolidated financial statements and related disclosures. The Company has
not yet selected a transition method nor has it determined the effect of the standard on its ongoing financial reporting.

In August 2014, the FASB issued ASU No. 2014-09, Disclosures of Uncertainties about an Entity�s Ability to Continue as a Going Concern,
which requires the Company to assess their ability to continue as a going concern by incorporating and expanding upon certain principles that
are currently in U.S. auditing standards. Specifically, the amendments (1) provide a definition of the term substantial doubt, (2) require an
evaluation every reporting period including interim periods, (3) provide principles for considering the mitigating effect of Company�s plans,
(4) require certain disclosures when substantial doubt is alleviated as a result of consideration of management�s plans, (5) require an express
statement and other disclosures when substantial doubt is not alleviated, and (6) require an assessment for a period of one year after the date that
the financial statements are issued (or available to be issued). The new standard is effective for reporting periods beginning after December 15,
2006. Early application is permitted. The Company does not expect the adoption of this update to have a significant effect on our financial
statements.

Cash Equivalents

Cash equivalents consist of money market accounts with an initial term of less than three months. For purposes of the consolidated statements of
cash flows, the Company considers all highly-liquid debt instruments with original maturities of three months or less to be cash equivalents. The
Company�s cash and cash equivalents are deposited with financial institutions located in the U.S. and may at times exceed insured limits.

3. Acquisition of ReliOn, Inc.
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On April 2, 2014, the Company completed the acquisition of ReliOn, Inc. (�ReliOn�) for an aggregate purchase price of $4,000,000. The Company
acquired substantially all of the assets of ReliOn, including patents, technology and other intangible assets, equipment and other tangible assets.
ReliOn is a developer of hydrogen fuel cell stack technology based in Spokane, Washington. As consideration, the Company issued 530,504
shares of our common stock, and assumed certain specified liabilities of ReliOn. The total purchase price of $4,000,000 is based on the issuance
of 530,504 shares of Plug Power common stock at the closing price of the Company�s stock on April 1, 2014 of $7.54.

The following table summarizes the preliminary allocation of the purchase price to the estimated fair value of the net assets acquired:

Cash and cash equivalents $ 414,000
Accounts receivable 315,975
Inventory 5,161,223
Prepaid expenses and other assets 88,894
Property and equipment 162,990
Identifiable intangibles 980,000
Accounts payable and accrued expenses (1,682,782)
Note payable (426,044)
Total Net Assets Acquired $ 5,014,256
Gain on bargain purchase (1,014,256)
Acquisition consideration $ 4,000,000
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The fair value of the acquired net assets exceeded the purchase consideration, and therefore a gain on bargain purchase of $1,014,256 was
recognized during the nine months ended September 30, 2014.

The results of operations of ReliOn are consolidated in the Company�s results of operations beginning on the acquisition date of April 2, 2014.
The following unaudited pro forma financial information for the quarter ended September 30, 2013 and the nine months ended September 30,
2014 and 2013 present the consolidated operations data of the Company as if the ReliOn acquisition had been made on January 1, 2013. The
unaudited pro forma financial information is provided for informational purposes only and does not project the Company�s results of operations
for any future period.

Three months ended Nine months ended Nine months ended
September 30, 2013 September 30, 2014 September 30, 2013

Revenue $ 5,459,713 $ 43,908,387 $ 21,084,004
Net loss attributable to the Company (17,813,212) (82,783,586) (39,200,209)
Basic and diluted loss per share $ (0.21) $ (0.54) $ (0.58)

4. Inventory

Inventory as of September 30, 2014 and December 31, 2013 consisted of the following:

September 30, 2014 December 31, 2013
Raw materials and supplies $ 17,213,326 $ 8,881,596
Work-in-process 312,603 219,327
Finished goods 4,399,700 1,305,397

$ 21,925,629 $ 10,406,320

5. Stockholders� Equity

Changes in stockholders� equity for the nine months ended September 30, 2014 are as follows:

Accumulated Total
Other Stockholders�

Common Stock Additional Paid- Comprehensive Treasury Stock Accumulated (Deficit)
Shares Amount in-Capital Income Shares Amount Deficit Equity

December 31, 2013 106,356,558 $ 1,063,566 $ 831,155,925 $ 897,807 165,906 $ (1,552,382) $ (849,437,066) $ (17,872,150)

Net loss attributable
to the Company � � � � � � (81,331,176) (81,331,176)
Stock based
compensation 106,813 1,069 2,366,182 � � � � 2,367,251

36,502,440 365,024 153,584,354 � � � � 153,949,378
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Public offerings,
common stock, net
(1) 
Exercise of warrants
(2) 23,918,429 239,184 101,886,304 � 86,391 (340,381) � 101,785,107
Stock dividend 25,348 253 129,595 � � � (129,848) �
Shares issued for
acquisition 530,504 5,305 3,994,695 � � � � 4,000,000
Conversion of
preferred stock 5,521,676 55,217 1,163,143 � � � � 1,218,360
Stock option exercises 518,845 5,188 400,613 � 109,930 (678,863) � (273,062)
September 30, 2014 173,480,613 $ 1,734,806 $ 1,094,680,811 $ 897,807 362,227 $ (2,571,626) $ (930,898,090) $ 163,843,708

12
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(1)      As a result of the January, March and April 2014 public offerings discussed further below, the Company received net proceeds of $165,722,618 of which
$11,773,240 in value was ascribed to the warrants issued in the January 2014 public offering. The associated warrants have been separately valued and classified
as a liability on the accompanying consolidated balance sheet.

(2)      Pursuant to the exercise of warrants, additional paid-in capital was increased by $18,102,213 from the issuance of 23,832,038 shares of common stock.
Additionally, paid-in capital was increased by $83,444,573 and warrant liability was reduced by $83,444,573 (the fair value of the warrants on the exercise date).

Second Quarter 2014 Public Offering

On April 30, 2014, we completed an underwritten public offering of 22,600,000 shares of common stock. The shares were sold at $5.50 per
share for gross proceeds of approximately $124.3 million. The total net proceeds to Plug Power from the April 2014 public offering were
$116,443,375.

First Quarter 2014 Public Offerings

On January 15, 2014 we completed an underwritten public offering of 10,000,000 shares of common stock and accompanying warrants to
purchase 4,000,000 shares of common stock. The shares and the warrants were sold together in a fixed combination, with each combination
consisting of one share of common stock and 0.40 of a warrant to purchase one share of common stock, at a price of $3.00 per fixed combination
for gross proceeds of $30.0 million. The securities were placed with a single institutional investor. The warrants have an exercise price of $4.00
per share, are immediately exercisable and will expire on January 15, 2019. The total net proceeds to Plug Power from the January 2014 public
offering were $27,970,256.

On March 11, 2014, we completed an underwritten public offering of 3,902,440 shares of common stock. The shares were sold at $5.74 per
share for gross proceeds of approximately $22.4 million. The shares were placed with a single institutional investor. The total net proceeds to
Plug Power from the March 2014 public offering were $21,308,987.

Third Quarter 2013 Public Offerings

On September 16, 2013, the Company completed an underwritten public offering of 18,600,000 shares of common stock. The shares were sold
at $0.54 per share. Net proceeds, after underwriting discounts and commissions and other fees and expenses payable by Plug Power were
$9,151,221.

The Company also sold an additional 2,790,000 shares of common stock at $0.54 per share, pursuant to the underwriter�s exercise of its
over-allotment option in connection with the September 16, 2013 underwritten public offering, resulting in additional net proceeds to Plug
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Power of $1,408,671. The total net proceeds from the September 2013 public offering to Plug Power were $10,559,892.

First Quarter 2013 Public Offerings

On February 20, 2013, the Company completed an underwritten public offering of 18,910,000 shares of common stock and warrants to purchase
an aggregate of 18,910,000 shares of common stock. The shares and warrants in the underwritten public offering were sold as a fixed
combination, with each combination consisting of one share of common stock and one warrant to purchase one share of common stock at a price
to the public of $0.15 per fixed combination. The underwriter also purchased 2,836,500 warrants pursuant to the exercise of its over-allotment
option. These warrants have an exercise price of $0.15 per share, are immediately exercisable and will expire on February 20, 2018. The
warrants are subject to weighted average anti-dilution provisions in the event of issuance of additional shares of common stock and certain other
conditions, as further described in the warrant agreement. Additionally, in the event of a sale of the Company, and under certain conditions, each
warrant holder
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has the right to require the Company to purchase such holder�s warrants at a price determined using a Black-Scholes option pricing model. The
underwriter was also granted an additional 1,891,000 warrants at $0.18 per share. These warrants are exercisable on February 13, 2014 and will
expire on February 13, 2018. Net proceeds, after underwriting discounts and commissions and other fees and expenses payable by Plug Power,
were $1,948,766. On February 21, 2013, the Company sold 2,801,800 additional shares of common stock, pursuant to the underwriter�s exercise
of its overallotment option in connection with the public offering, resulting in additional net proceeds to the Company of approximately
$364,794. The total net proceeds to Plug Power from the February 2013 public offerings were $2,313,560.

6.  Redeemable Preferred Stock

On May 8, 2013, the Company entered into a Securities Purchase Agreement (the �Purchase Agreement�) with Air Liquide Investissements
d�Avenir et de Demonstration (�Air Liquide�), pursuant to which the Company agreed to issue and sell to Air Liquide 10,431 shares of the
Company�s Series C Redeemable Convertible Preferred Stock, par value $0.01 per share (the �Series C Preferred Stock�), for an original issue price
of $2,595,400 in cash. Net proceeds, after fees and expenses paid by the Company, were $2,371,080.

Under the terms of the Purchase Agreement, for so long as Air Liquide holds any shares of Series C Preferred Stock, Air Liquide shall be
entitled to designate one director to the Company�s Board of Directors. In the event the Series C Preferred Stock is converted into shares of
Common Stock and Air Liquide continues to hold at least 5% of the outstanding shares of Common Stock of the Company, or 50% of the shares
of Common Stock held by Air Liquide on an as-converted basis immediately following the issuance of the Series C Preferred Stock, Air Liquide
shall continue to be entitled to designate one director to the Company�s Board of Directors. The Purchase Agreement also provides Air Liquide
with the right to participate in certain future equity financings by the Company.

The Series C Preferred Stock will rank senior to the Common Stock with respect to rights upon the liquidation, dissolution or winding up of the
Company. In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, or other deemed liquidation
event, as defined in the Securities Purchase Agreement, the holders of the Series C Preferred Stock will be entitled to be paid an amount per
share equal to the greater of (i) the original issue price, plus any accrued but unpaid dividends or (ii) the amount per share that would have been
payable had all shares of Series C Preferred Stock been converted to shares of common stock immediately prior to such liquidation event.

The Series C Preferred Stock is entitled to receive dividends at a rate of 8% per annum, based on the original issue price of $2,595,400, payable
in equal quarterly installments in cash or in shares of Common Stock, at the Company�s option. Originally, the Series C Preferred Stock could be
converted into shares of Common Stock, at a conversion price equal to $0.248794 per share, at Air Liquide�s option, (1) on or after May 8, 2014
or (2) upon any liquidation, dissolution or winding up of the Company, any sale, consolidation or merger of the Company resulting in a change
of control, or any sale or other transfer of all or substantially all of the assets of the Company. The number of shares of common stock was to be
determined by dividing the original issue price of $2,595,400 by the conversion price in effect at the time the shares are converted.

The Series C Preferred Stock has weighted average anti-dilution protection. Therefore, the conversion price is subject to adjustment in the event
the Company issues additional shares of common stock for a consideration per share less than the Series C conversion price in effect
immediately prior to such issue. Upon this occurrence, the conversion price shall be reduced to a price determined in accordance with a
prescribed formula. Accordingly, with the exercise of 18,846,400 warrants at $0.15 and 1,891,000 warrants at $0.18 occurring after the close of
the redeemable preferred stock sale, the Series C Preferred Stock conversion price was adjusted from $0.248794 per share to $0.2343 per share.
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On August 26, 2014, Air Liquide acquired 5,521,676 shares of Common Stock by converting 5,200 shares of Series C Preferred Stock at the
conversion price of $0.2343.  Following the conversion, Air Liquide continues to own 5,231 shares of Series C Preferred Stock.
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The Series C Preferred Stock may not be redeemed by the Company until May 8, 2016. After this date, the Series C Preferred Stock may be
redeemed by the holders of the Series C Preferred Stock or the Company. If redeemed by the holder, the redemption price will be equal to the
Series C Original Issue Price per share, plus any accruing but unpaid dividends. If redeemed at the election of the Company, the redemption
price for shares of Series C Preferred Stock shall be a per share price equal to the greater of (i) the Series C original issue price per share, plus
any Series C accruing dividends accrued but unpaid thereon and (ii) the fair market value of a single share of Series C preferred stock as of the
date of the redemption.

The Series C Preferred Stock will vote together with the Common Stock on an as-converted basis on all matters. The shares of Series C
Preferred Stock were issued in a private placement exempt from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended
(the �Securities Act�).

7. Earnings Per Share

Basic earnings per common share are computed by dividing net loss attributable to common shareholders by the weighted average number of
common shares outstanding during the reporting period. Diluted earnings per share reflects the potential dilution that could occur if securities or
other contracts to issue common stock (such as stock options, unvested restricted stock, common stock warrants, and preferred stock) were
exercised or converted into common stock or resulted in the issuance of common stock (net of any assumed repurchases) that then shared in the
earnings of the Company, if any. This is computed by dividing net earnings by the combination of dilutive common share equivalents, which is
comprised of shares issuable under outstanding warrants, the conversion of preferred stock, and the Company�s share-based compensation plans,
and the weighted average number of common shares outstanding during the reporting period. Since the Company is in a net loss position, all
common stock equivalents would be considered to be anti-dilutive and are, therefore, not included in the determination of diluted earnings per
share. Accordingly, basic and diluted loss per share are the same.

The following table provides the components of the calculations of basic and diluted earnings per share:

Three Months Ended Nine Months Ended
September 30, 2014 September 30, 2013 September 30, 2014 September 30, 2013

Numerator:
Net loss attributable to common
shareholders $ (9,377,064) $ (15,947,280) $ (81,461,024) $ (33,861,726)
Denominator:
Weighted average number of
common shares outstanding 169,557,223 84,150,851 154,539,225 67,194,806

The potential dilutive common shares are summarized as follows:

At September 30,
2014 2013

Stock options outstanding 7,267,404 4,145,689
Restricted stock outstanding 433,336 �
Common stock warrants (1) 4,219,442 27,636,465

Edgar Filing: PLUG POWER INC - Form 10-Q

28



Preferred stock (2) 5,554,594 10,972,859
Number of dilutive potential common shares 17,474,776 42,755,013

(1) In May 2011, the Company issued 7,128,563 warrants as part of an underwritten public offering. As a result of additional public
offerings, and pursuant to the effect of the anti-dilution provisions of these warrants, the
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number of warrants increased to 22,995,365. Of the warrants issued in May 2011, 22,776,023 have been exercised as of September 30, 2014. In
February 2013, the Company issued 23,637,500 warrants as part of an underwritten public offering. Of the warrants issued in February 2013,
23,637,400 were exercised as of September 30, 2014. In January 2014, the Company issued 4,000,000 warrants as part of an underwritten public
offering. Of the warrants issued in January 2014, none of have been exercised as of September 30, 2014.

(2) The preferred stock amount represents the dilutive potential common shares of the Series C redeemable convertible preferred stock
issued on May 16, 2013 based on the conversion price of the preferred stock as of September 30, 2014.  Of the 10,431 preferred shares issued in
May 2013, 5,200 had been converted to common stock as of September 30, 2014.

8. Intangible Assets

The gross carrying amount and accumulated amortization of the Company�s acquired identifiable intangible assets as of September 30, 2014 are
as follows:

Weighted Average Gross Carrying Accumulated
Amortization Period Amount Amortization Total

Acquired technology 8 years $ 17,696,835 $ (15,971,989) $ 1,724,846
Customer relationships 8 years 1,260,000 (940,083) 319,917
Trademark 5 years 60,000 (6,000) 54,000

$ 19,016,835 $ (16,918,072) $ 2,098,763

The gross carrying amount and accumulated amortization of the Company�s acquired identifiable intangible assets as of December 31, 2013 are
as follows:

Weighted Average Gross Carrying Accumulated
Amortization Period Amount Amortization Total

Acquired technology 8 years $ 17,036,835 $ (14,301,907) $ 2,734,928
Customer relationships 8 years 1,000,000 (833,333) 166,667

$ 18,036,835 $ (15,135,240) $ 2,901,595

The change in the gross carrying amount of the acquired technology, customer relationships, and trademarks from December 31, 2013 to
September 30, 2014 is due to the acquisition of ReliOn.

9. Property, Plant and Equipment

Property, plant and equipment at September 30, 2014 and December 31, 2013 consist of the following:
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September 30, December 31,
2014 2013

Land $ 90,000 $ 90,000
Buildings 15,332,232 15,332,232
Building improvements 5,002,536 4,923,827
Software, machinery and equipment 11,797,210 10,658,236

32,221,978 31,004,295
Less accumulated depreciation (26,632,409) (25,726,628)
Property, plant, and equipment, net $ 5,589,569 $ 5,277,667
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10.  Capital Lease

On October 1, 2012, the Company entered into an agreement under which it is providing a customer with 255 GenDrive units, service and
maintenance of the units and daily delivery of hydrogen in exchange for a monthly utility payment tied to the amount of energy (kilograms of
hydrogen) consumed each month. The agreement has an initial term of three years with an automatic three year renewal unless the customer
terminates at the end of the initial 3 year term.

On December 28, 2012, Plug Power sold the 255 GenDrive units in use under the agreement to a third party and leased back the equipment to
fulfill its obligations under the agreement or at other customer sites as agreed to by the owner/lessor. The transaction has been recorded by the
Company as leased property under capital lease with a corresponding liability of obligations under capital lease on the consolidated balance
sheets.

Leased property under capital lease at September 30, 2014 and December 31, 2013 consist of the following:

September 30, December 31,
2014 2013

Leased property under capital lease $ 3,098,921 $ 3,098,921
Less accumulated depreciation (1,032,974) (645,609)
Leased property under capital lease, net $ 2,065,947 $ 2,453,312

11. Finance Obligation

On March 27, 2013, the Company completed a sale-leaseback transaction of its property located at 968 Albany Shaker Road, Latham, New
York, for an aggregate sale price of $4,500,000, of which $2,750,000 was received in cash at closing and $1,750,000 is receivable with 5%
annual interest, over 15 years in equal monthly installments of $13,839. Although the property was sold and the Company has no legal
ownership of the facility, the Company was prohibited from recording the transaction as a sale because of continuing involvement with the
property. Accordingly, the sale has been accounted for as a financing transaction, which requires the Company to continue reporting the building
as an asset and to record a financing obligation for the sale price. Liabilities relating to this agreement have been recorded as finance obligation
and current portion finance obligation (other current liabilities), respectively, in the condensed consolidated balance sheets.  The current portion
of the finance obligation as of September 30, 2014 and December 31, 2013 was $64,511 and $59,375, respectively.

In connection with the sale-leaseback transaction, the Company also entered into an agreement with the buyer, pursuant to which the Company
leases from the buyer a portion of the premises sold for a term of 15 years. Additionally, as part of the terms of the transaction, the Company
issued a standby letter of credit to the benefit of the landlord/lessor that can be drawn by the beneficiary in the event of default on the lease by
Plug Power. The standby letter totals $500,000 and is 100% collateralized by cash balances of the Company. The standby letter is renewable for
a period of ten years and can be cancelled in part or in full if certain covenants are met and maintained by the Company. Accordingly, as of
September 30, 2014, $500,000 has been recorded to restricted cash in the condensed consolidated balance sheet.
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12. Income Taxes

Under Internal Revenue Code (IRC) Section 382, the use of loss carryforwards may be limited if a change in ownership of a company occurs. If
it is determined that, due to transactions involving the Company�s shares owned by its 5 percent or greater shareholders, a change of ownership
has occurred under the provisions of IRC Section 382, the Company�s federal and state net operating loss carryforwards could be subject to
significant IRC Section 382 limitations.
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Based upon IRC Section 382 studies, Section 382 ownership changes occurred in 2013, 2012 and 2011 that resulted in $728 million of the
Company�s $741 million of federal and state net operating loss carryforwards generated through December 31, 2013 being subject to IRC
Section 382 limitations. As a result of IRC Section 382 limitations, $715 million of the $728 million net operating loss carryforwards that are
limited will expire prior to utilization. As a result of the IRC Section 382 limitations these net operating loss carryforwards that will expire
unutilized are not reflected in the Company�s gross deferred tax asset at September 30, 2014.

The ownership changes also resulted in net unrealized built in losses per IRS Notice 2003-65 which should result in recognized built in losses
during the five year recognition period. These recognized built in losses will translate into unfavorable book to tax add backs in the Company�s
2014 to 2018 U.S. corporate income tax returns of approximately $28 million that resulted in a gross deferred tax liability of $10.7 million at
September 30, 2014 with a corresponding reduction to the valuation allowance. This gross deferred tax liability will offset certain existing gross
deferred tax assets (i.e. capitalized research expense). This has no impact on the Company�s current financial position, results of operations, or
cash flows because of the full valuation allowance.

IRC Section 382 also limits the ability for a Company to utilize research credit carryforwards. Approximately $15.6 million of research credit
carryforwards are subject to IRC Section 382 limitations and as a result of the IRC Section 382 limitations, the entire $15.6 million will expire
prior to utilization.

The Company�s remaining deferred tax assets net of deferred tax liabilities have been offset by a full valuation allowance because it is more
likely than not that the tax benefits of the net operating loss carryforwards and other tax assets may not be realized.

The Company recognizes accrued interest and penalties related to unrecognized tax benefits as a component of income tax expense. During the
period ended September 30, 2014 the Company recognized a benefit of $0.3 million due to a reduction in interest and penalties as a result of the
expiration of the associated statute of limitations. The Company had $0.4 million of interest and penalties accrued at September 30, 2014.

13. Fair Value

The Company complies with the provisions of FASB ASC No. 820, Fair Value Measurements and Disclosures (ASC 820), in measuring fair
value and in disclosing fair value measurements. The aforementioned codification guidance defines fair value, establishes a framework for
measuring fair value and expands disclosures about fair value measurements required under other accounting pronouncements. In addition, the
guidance clarifies that fair value is an exit price, representing the amount that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants. The guidance also requires that a fair value measurement reflect the assumptions market
participants would use in pricing an asset or liability based on the best information available. Assumptions include the risks inherent in a
particular valuation technique (such as a pricing model) and/or the risks inherent in the inputs to the model.

Valuation techniques, such as the market approach (comparable market prices), the income approach (present value of future income or cash
flow), and the cost approach (cost to replace the service capacity of an asset or replacement cost) are also outlined within the guidance. Also, the
codification guidance outlines a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels. The following is a brief description of those three levels:

Edgar Filing: PLUG POWER INC - Form 10-Q

34



Level 1 Inputs � Level 1 inputs are unadjusted quoted prices in active markets for assets or liabilities identical to those to be reported at fair value.
An active market is a market in which transactions occur for the item to be fair valued with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2 Inputs � Level 2 inputs are inputs other than quoted prices included within Level 1. Level 2 inputs are observable either directly or
indirectly. These inputs include: (a) Quoted prices for similar assets or
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liabilities in active markets; (b) Quoted prices for identical or similar assets or liabilities in markets that are not active, such as when there are
few transactions for the asset or liability, the prices are not current, price quotations vary substantially over time or in which little information is
released publicly; (c) Inputs other than quoted prices that are observable for the asset or liability; and (d) Inputs that are derived principally from
or corroborated by observable market data by correlation or other means.

Level 3 Inputs � Level 3 inputs are unobservable inputs for an asset or liability. These inputs should be used to determine fair value only when
observable inputs are not available. Unobservable inputs should be developed based on the best information available in the circumstances,
which might include internally generated data and assumptions being used to price the asset or liability.

When determining the fair value measurements for assets or liabilities required or permitted to be recorded at and/or marked to fair value, the
Company considers the principal or most advantageous market in which it would transact and considers assumptions that market participants
would use when pricing the asset or liability. When possible, the Company looks to active and observable markets to price identical assets.
When identical assets are not traded in active markets, the Company looks to market observable data for similar assets.

The following tables summarize the basis used to measure certain financial assets and liabilities at fair value on a recurring basis in the
condensed consolidated balance sheets:

Quoted Prices in Active Significant Significant
Markets for Identical Other Observable Other Unobservable

Items Inputs Inputs
Balance at September 30, 2014 Total (Level 1) (Level 2) (Level 3)

Common stock warrant liability $ 15,529,387 $ � $ � $ 15,529,387

Quoted Prices in Active Significant Significant
Markets for Identical Other Observable Other Unobservable

Items Inputs Inputs
Balance at December 31, 2013 Total (Level 1) (Level 2) (Level 3)

Common stock warrant liability $ 28,829,849 $ � $ � $ 28,829,849

The following tables show reconciliations of the beginning and ending balances for liabilities measured at fair value on a recurring basis using
significant unobservable inputs (i.e. Level 3) for the nine months ended September 30, 2014:

Fair Value
Measurement Using

Significant
Common stock warrant liability Unobservable Inputs

Beginning of period - January 1, 2014 $ 28,829,849
Change in fair value of common stock warrants 58,370,871
Issuance of common stock warrants 11,773,240
Exercise of common stock warrants (83,444,573)
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Fair value of common stock warrant liability at September 30, 2014 $ 15,529,387

The following summarizes the valuation technique for assets measured and recorded at fair value:
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Common stock warrant liability (Level 3): For our common stock warrants, fair value is based on the Black-Scholes pricing model which is
based, in part, upon unobservable inputs for which there is little or no market data, requiring the Company to develop its own assumptions.

The Company used the following assumptions for its common stock warrants issued on May 31, 2011. The risk-free interest rate for May 31,
2011 (issuance date), December 31, 2013, and September 30, 2014 was 0.75%, 0.52%, and 0.57% respectively. The volatility of the market
price of the Company�s common stock for May 31, 2011, December 31, 2013, and September 30, 2014 was 94.4%, 119.3%, and 162.0%,
respectively. The expected average term of the warrant used for May 31, 2011, December 31, 2013 and September 30, 2014 was 2.5 years, 2.4
years, and 1.7 years, respectively.

The Company used the following assumptions for its common stock warrants issued on February 20, 2013. The risk-free interest rate for
February 20, 2013 (issuance date), December 31, 2013, and September 30, 2014 was 0.85%, 1.14%, and 1.05%, respectively. The volatility of
the market price of the Company�s common stock for February 20, 2013, December 31, 2013, and September 30, 2014 was 102.0%, 99.0%, and
198.1%, respectively. The expected average term of the warrant used for February 20, 2013, December 31, 2013, and September 30, 2014 was
5.0 years, 4.1 years, and 3.4 years, respectively.

The Company used the following assumptions for its common stock warrants issued on January 15, 2014. The risk-free interest rate for
January 15, 2014 (issuance date) and September 30, 2014 was 1.65% and 1.41%, respectively. The volatility of the market price of the
Company�s common stock for January 15, 2014 and September 30, 2014 was 107.6% and 117.2%, respectively. The expected average term of
the warrant used for January 15, 2014 and September 30, 2014 were 5.0 years and 4.3 years, respectively.

There was no expected dividend yield for the warrants granted. If factors change and different assumptions are used, the warrant liability and the
change in estimated fair value could be materially different. Generally, as the market price of our common stock increases, the fair value of the
warrant increases, and conversely, as the market price of our common stock decreases, the fair value of the warrant decreases. Also, a significant
increase in the volatility of the market price of the Company�s common stock, in isolation, would result in a significantly higher fair value
measurement; and a significant decrease in volatility would result in a significantly lower fair value measurement.

14. Commitments and Contingencies

In September 2011, the Company signed a letter of credit with Silicon Valley Bank in the amount of $525,000. The standby letter of credit is
required by an agreement negotiated between Air Products and Chemicals, Inc. and the Company to supply hydrogen infrastructure and
hydrogen to Central Grocers at their distribution center. There are no collateral requirements associated with this letter of credit.

Litigation

During the third quarter of 2014 the company accrued a $2.4 million liability relating to litigation dating back to 2008 with Soroof Trading
Development Company Ltd.
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Customer Concentration

Concentrations of credit risk with respect to receivables exist due to the limited number of select customers that the Company has initial
commercial sales arrangements with and with government agencies. To mitigate credit risk, the Company performs appropriate evaluation of a
prospective customer�s financial condition.

At September 30, 2014, four customers comprise approximately 80.3% of the total accounts receivable balance, with each customer individually
representing 33.5%, 26.9%, 11.5% and 8.4% of total accounts receivable, respectively. At December 31, 2013, five customers comprise
approximately 78.3% of the total accounts receivable balance, with each customer individually representing 30.8%, 26.9%, 10.2%, 5.8% and
4.6% of total accounts receivable, respectively.

For the nine months ended September 30, 2014, contracts with two customers comprise approximately 36.6% of total consolidated revenues,
with each customer representing 24.9% and 11.7%, respectively. For the nine months
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ended September 30, 2013, contracts with three customers comprise approximately 38.6% of total consolidated revenues, with each customer
representing 14.9%, 13.5% and 10.2%, respectively.

Product Warranty

The GenDrive contracts we enter into generally provide a one to two year product warranty to customers from date of installation, and the
ReliOn contracts we enter into generally provide a two to five year product warranty. We currently estimate the costs of satisfying warranty
claims based on an analysis of past experience and provide for future claims in the period the revenue is recognized. Factors that affect our
warranty liability include the number of installed units, estimated material costs, estimated travel, and labor costs.

The following table summarizes product warranty activity recorded during the nine months ended September 30, 2014 and 2013:

September 30, 2014 September 30, 2013
Beginning balance - January 1 $ 1,608,131 $ 2,671,409
Additions for ReliOn acquisition 233,528 �
Additions for current period deliveries 735,907 590,056
Reductions for payments made (1,271,046) (1,848,240)
Ending balance - June 30 $ 1,306,520 $ 1,413,225

15. Supplemental Disclosures of Cash Flows Information

The following represents required supplemental disclosures of cash flows information and non-cash financing and investing activities which
occurred during the nine months ended September 30, 2014 and 2013:

September 30, 2014 September 30, 2013
Cash paid for interest $ 336,864 $ 354,723

In April, 2014, we acquired substantially all of the assets of ReliOn, a developer of hydrogen fuel cell stack technology based in Spokane,
Washington.  The aggregate purchase price was $4,000,000.

Fair value of assets acquired $ 7,123,082
Stock issued for net assets (4,000,000)
Liabilities assumed $ 2,108,826

16.  Subsequent Events
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The Company has evaluated subsequent events and transactions through the date of this filing for potential recognition or disclosure in the
financial statements and has noted no subsequent events requiring recognition or disclosure.
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Item 2 � Management�s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our accompanying unaudited condensed consolidated financial statements and
notes thereto included within this report, and our audited consolidated financial statements and notes thereto included in our Annual Report on
Form 10-K, as amended by our Annual Report on Form 10-K/A, filed for the fiscal year ended December 31, 2013. In addition to historical
information, this Form 10-Q and the following discussion contain statements that are not historical facts and are considered forward-looking
within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. These forward-looking statements contain
projections of our future results of operations or of our financial position or state other forward-looking information. In some cases you can
identify these statements by forward-looking words such as �anticipate,� �believe,� �could,� �continue,� �estimate,� �expect,� �intend,�
�may,� �should,� �will,� �would,� �plan,� �projected� or the negative of such words or other similar words or phrases. We believe that it is
important to communicate our future expectations to our investors. However, there may be events in the future that we are not able to accurately
predict or control and that may cause our actual results to differ materially from the expectations we describe in our forward-looking
statements. Investors are cautioned not to unduly rely on forward-looking statements because they involve risks and uncertainties, and actual
results may differ materially from those discussed as a result of various factors, including, but not limited to: the risk that we continue to incur
losses and might never achieve or maintain profitability, the risk that we will need to raise additional capital to fund our operations and such
capital may not be available to us; the risk that our lack of extensive experience in manufacturing and marketing products may impact our
ability to manufacture and market products on a profitable and large-scale commercial basis; the risk that unit orders will not ship, be installed
and/or converted to revenue, in whole or in part; the risk that a loss of one or more of our major customers could result in a material adverse
effect on our financial condition; the risk that a sale of a significant number of shares of stock could depress the market price of our common
stock; the risk that negative publicity related to our business or stock could result in a negative impact on our stock value and profitability; the
risk of potential losses related to any product liability claims or contract disputes; the risk of loss related to an inability to maintain an effective
system of internal controls or key personnel; the risks related to the use of flammable fuels in our products; the risk that pending orders may not
convert to purchase orders, in whole or in part; the cost and timing of developing, marketing and selling our products and our ability to raise
the necessary capital to fund such costs; the ability to achieve the forecasted gross margin on the sale of our products; the risk that our actual
net cash used for operating expenses may exceed the projected net cash for operating expenses; the cost and availability of fuel and fueling
infrastructures for our products; market acceptance of our products, including GenDrive systems; the volatility of our stock price; our ability to
establish and maintain relationships with third parties with respect to product development, manufacturing, distribution and servicing and the
supply of key product components; the cost and availability of components and parts for our products; our ability to develop commercially
viable products; our ability to reduce product and manufacturing costs; our ability to successfully expand our product lines; our ability to
successfully expand internationally; our ability to improve system reliability for our GenDrive systems; competitive factors, such as price
competition and competition from other traditional and alternative energy companies; our ability to protect our intellectual property; the cost of
complying with current and future federal, state and international governmental regulations; the risks associated with potential future
acquisitions; and other risks and uncertainties discussed under Item IA�Risk Factors in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2013, as filed on March 31, 2014. Readers should not place undue reliance on our forward-looking statements. These
forward-looking statements speak only as of the date on which the statements were made and are not guarantees of future performance. Except
as may be required by applicable law, we do not undertake or intend to update any forward-looking statements after the date of this Form 10-Q.

Overview

Plug Power Inc., or the Company, is a leading provider of alternative energy technology focused on the design, development, commercialization
and manufacture of fuel cell systems for the industrial off-road (forklift or material handling) market.

We are focused on proton exchange membrane, or PEM, fuel cell and fuel processing technologies and fuel cell/battery hybrid technologies,
from which multiple products are available. A fuel cell is an electrochemical device

Edgar Filing: PLUG POWER INC - Form 10-Q

42



22

Edgar Filing: PLUG POWER INC - Form 10-Q

43



Table of Contents

that combines hydrogen and oxygen to produce electricity and heat without combustion. Hydrogen is derived from hydrocarbon fuels such as
liquid petroleum gas, or LPG, natural gas, propane, methanol, ethanol, gasoline or biofuels. Hydrogen can also be obtained from the electrolysis
of water. Hydrogen can be purchased directly from industrial gas providers or can be produced on-site at consumer locations.

We concentrate our efforts on developing, manufacturing and selling our hydrogen-fueled PEM GenDrive® products on commercial terms for
industrial off-road (forklift or material handling) applications, with a focus on multi-shift high volume manufacturing and high throughput
distribution sites.

Recent Developments

At our annual meeting of stockholders held on July 23, 2014 our stockholders approved an amendment and restatement of the Plug Power Inc.
2011 Stock Option and Incentive Plan to, among other things, increase the number of shares of our common stock authorized for issuance under
such plan from 6,500,000 to 17,000,000.

At our annual meeting our stockholders also approved a Third Certificate of Amendment to our Amended and Restated Certificate of
Incorporation to increase the number of authorized shares of our common stock from 245,000,000 shares to 450,000,000 shares.

On July 25, 2014, we filed the Third Certificate of Amendment to our Amended and Restated Certificate of Incorporation with the State of
Delaware. On August 26, 2014, we issued 5,521,676 shares of our common stock to Air Liquide Investissements d�Avenir et de Demonstration
(�Air Liquide�) upon its conversion of 5,200 shares of our series C preferred stock.  Air Liquide continues to hold 5,231 shares of our series C
preferred stock.

On November 10, 2014, we announced that Paul B. Middleton has been appointed as the Chief Financial Officer of the Company, effective
December 01, 2014.  In September we had announced that Chris Hutter would become Chief Financial Officer, however, Mr. Hutter was unable
to join us for personal reasons.

Results of Operations

Product revenue. Product revenue includes revenue from the sale of our GenDrive units, as well as revenue from ReliOn�s backup power units.

Product revenue for the three months ended September 30, 2014 increased $10.1 million or 396.8%, to $12.6 million from $2.5 million for the
three months ended September 30, 2013. This increase is primarily related to increased GenDrive shipments during 2014.  We shipped 835
GenDive units in the three months ended September 30, 2014 as compared to 155 in the three months ended September 30, 2013.  This increase
is also due to product revenue of $0.5 million due to the acquisition of ReliOn.
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Product revenue for the nine months ended September 30, 2014 increased $15.5 million or 121.6%, to $28.3 million from $12.8 million for the
nine months ended September 30, 2013. This increase is primarily related to increased GenDrive shipments during 2014.  We shipped 1,687
GenDive units in the nine months ended September 30, 2014 as compared to 639 in the nine months ended September 30, 2013.  This increase is
also due to product revenue of $1.5 million due to the acquisition of ReliOn.

Service revenue: Service revenue includes revenue from our service and maintenance contracts, hydrogen contracts, spare parts, and leased
units.

Service revenue for the three months ended September 30, 2014 increased $5.3 million or 324.3%, to $6.9 million from $1.6 million for the
three months ended September 30, 2013. The increase is primarily related to an increase in GenFuel and GenCare service contracts, as well as to
the acquisition of ReliOn.
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Service revenue for the nine months ended September 30, 2014 increased $8.8 million or 194.2%, to $13.4 million from $4.6 million for the nine
months ended September 30, 2013. The increase is primarily related to an increase in GenFuel and GenCare contracts, as well as to the
acquisition of ReliOn.

Research and development contract revenue. Research and development contract revenue relates to both cost reimbursement and fixed price
research and development contracts associated with the development of PEM fuel cell technology. Revenue from time and material contracts is
recognized on the basis of hours expended plus other reimbursable contract costs incurred during the period. Revenue from fixed fee contracts is
recognized on the basis of percentage of completion. We expect to continue certain research and development contract work that is related to our
current product development efforts.

Research and development contract revenue for the three months ended September 30, 2014 decreased $91,000, or 19.6%, to $371,000 from
$462,000 for the three months ended September 30, 2013. The decrease is primarily related to the completion of three funded projects, partially
offset by the start of two new projects.

Research and development contract revenue for the nine months ended September 30, 2014 decreased $0.2 million or 15.0%, to $1.0 million
from $1.2 million for the nine months ended September 30, 2013. The decrease is primarily related to the completion of three funded projects,
partially offset by the start of two new projects.

Cost of product revenue. Cost of product revenue includes direct material and labor costs, overhead costs, and warranty costs related to the
manufacturing of GenDrive products, as well as ReliOn�s backup power units.

Cost of product revenue for the three months ended September 30, 2014 increased $7.2 million, or 182.8%, to $11.1 million from $3.9 million
for the three months ended September 30, 2013. The increase in the cost of product revenue was primarily related to an increase in the number
of GenDrive units shipped in 2014. We shipped 835 GenDrive units for the three months ended September 30, 2014 as compared to 155
GenDrive units for the three months ended September 30, 2013. Additionally, cost of product revenue has increased $0.4 million due to the
acquisition of ReliOn.

Cost of product revenue for the nine months ended September 30, 2014 increased $10.6 million, or 74.0%, to $25.0 million from $14.3 million
for the nine months ended September 30, 2013. The increase in the cost of product revenue was primarily related to an increase in the number of
GenDrive units shipped in 2014. We shipped 1,687 GenDrive units for the nine months ended September 30, 2014 as compared to 639
GenDrive units for the nine months ended September 30, 2013. Additionally, cost of product revenue has increased $1.3 million due to the
acquisition of ReliOn.

Cost of service revenue. Cost of service revenue includes the labor and material costs incurred for our product service and maintenance
contracts, our hydrogen contracts, replacement parts, rental units, and leased units.
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Cost of service revenue for the three months ended September 30, 2014 increased $5.3 million, or 136.2%, to $9.2 million from $3.9 million for
the three months ended September 30, 2013. The increase in the cost of service revenue was primarily related to an increase in GenFuel and
GenCare contracts, and the acquisition of ReliOn.

Cost of service revenue for the nine months ended September 30, 2014 increased $8.7 million, or 83.3%, to $19.1 million from $10.4 million for
the nine months ended September 30, 2013. The increase in the cost of service revenue was primarily related to an increase in GenFuel and
GenCare contracts, and the acquisition of ReliOn.

Cost of research and development contract revenue. Cost of research and development contract revenue includes costs associated with research
and development contracts including: cash and non-cash compensation and benefits for engineering and related support staff, fees paid to outside
suppliers for subcontracted components and services, fees paid to consultants for services provided, materials and supplies used and other
directly allocable general overhead costs allocated to specific research and development contracts.
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Cost of research and development contract revenue for the three months ended September 30, 2014 decreased $31,000 or 4.2% to $699,000 from
$730,000 for the three months ended September 30, 2013. This decrease is based on actual costs incurred on the new projects.

Cost of research and development contract revenue for the nine months ended September 30, 2014 increased $4,000 or 0.2% to $1.9 million
from $1.9 million for the nine months ended September 30, 2013. This decrease is based on actual costs incurred on the new projects.

Research and development expense. Research and development expense includes: materials to build development and prototype units, cash and
non-cash compensation and benefits for the engineering and related staff, expenses for contract engineers, fees paid to outside suppliers for
subcontracted components and services, fees paid to consultants for services provided, materials and supplies consumed, facility related costs
such as computer and network services, and other general overhead costs associated with our research and development activities.

Research and development expense for the three months ended September 30, 2014 increased $0.8 million, or 113.7% to $1.6 million, from $0.8
million for the three months ended September 30, 2013. This increase was primarily related to an increase in personnel related expenses, and the
ReliOn acquisition.

Research and development expense for the nine months ended September 30, 2014 increased $2.0 million, or 83.3% to $4.3 million, from $2.3
million for the nine months ended September 30, 2013. This increase was primarily related to an increase in personnel related expenses coupled
with a decline in the amount of research and development costs that can be charged to government and other projects, and the ReliOn
acquisition.

Selling, general and administrative expenses. Selling, general and administrative expenses includes cash and non-cash compensation, benefits
and related costs in support of our general corporate functions, including general management, finance and accounting, human resources, selling
and marketing, information technology and legal services.

Selling, general and administrative expenses for the three months ended September 30, 2014 increased $2.2 million, or 79.8%, to $5.0 million
from $2.8 million for the three months ended September 30, 2013. This increase was primarily related to an increase in personnel related
expenses, professional fees, and the ReliOn acquisition.

Selling, general and administrative expenses for the nine months ended September 30, 2014 increased $4.2 million, or 47.3%, to $13.0 million
from $8.8 million for the nine months ended September 30, 2013. This increase was primarily related to an increase in personnel related
expenses, professional fees, and the ReliOn acquisition.

Legal reserve. Legal reserve represents the estimated reserve required for current litigation.
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During the third quarter of 2014 the company accrued a $2.4 million liability relating to litigation dating back to 2008 with Soroof Trading
Development Company Ltd.

Amortization of intangible assets. Amortization of intangible assets represents the amortization associated with the Company�s acquired
identifiable intangible assets, including acquired technology, customer relationships and trademarks which are being amortized over their
remaining useful life.

Amortization of intangible assets increased to approximately $608,000 for the three months ended September 30, 2014, compared to
approximately $563,000 for the three months ended September 30, 2013. This increase is primarily related to the ReliOn acquisition.

Amortization of intangible assets increased to approximately $1.8 million for nine months ended September 30, 2014, compared to
approximately $1.7 million for the nine months ended September 30, 2013. This increase is primarily related to the ReliOn acquisition.
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Interest and other income. Interest and other income consists primarily of interest earned on our cash, interest earned on our note receivable,
interest earned on our sale-leaseback transaction, rental income, and other income.

Interest and other income increased to approximately $628,000 for the three months ended September 30, 2014 from approximately $26,000 for
the three months ended September 30, 2013. This increase is primarily related to the reduction of a license fee at ReliOn of $556,000, coupled
with an increase in interest earned on our cash balances.

Interest and other income increased to approximately $722,000 for the nine months ended September 30, 2014 from approximately $83,000 for
the nine months ended September 30, 2013. This increase is primarily related to the reduction of a license fee at ReliOn of $556,000, coupled
with an increase in interest earned on our cash balances.

Gain on bargain purchase. Gain on bargain purchase consists of the excess of estimated fair value of assets and liabilities acquired over the
purchase price.

During the nine months ended September 30, 2014, the fair value of the acquired net assets of ReliOn exceeded the purchase consideration, and
therefore a gain on bargain purchase of $1,014,256 was recognized.

Change in fair value of common stock warrant liability. We account for common stock warrants in accordance with applicable accounting
guidance provided in ASC Subtopic 815-40, Derivatives and Hedging � Contracts in Entity�s Own Equity, as either derivative liabilities or as
equity instruments depending on the specific terms of the warrant agreement. Derivative warrant liabilities are valued using the Black-Scholes
pricing model at the date of initial issuance and each subsequent balance sheet date. Changes in the fair value of the warrants are reflected in the
consolidated statement of operations as change in the fair value of common stock warrant liability.

The change in fair value of common stock warrant liability for the three months ended September 30, 2014 resulted in a decrease in the
associated warrant liability of $0.5 million as compared to an increase of $8.2 million for the three months ended September 30, 2013. The
change in fair value of common stock warrant liability for the nine months ended September 30, 2014 resulted in an increase in the associated
warrant liability of $58.4 million as compared to an increase of $16.2 million for the nine months ended September 30, 2013. These variances
are primarily due to changes in the Company�s common stock share price, and changes in volatility of our common stock, which are significant
inputs to the Black-Scholes valuation model.

Interest and other expense. Interest and other expense consists of interest and other expenses related to the Silicon Valley Bank (SVB) Loan and
Security Agreement, interest related to obligations under capital lease, interest related to our finance obligation, and foreign currency exchange
gain (loss).

Interest and other expense for the three months ended September 30, 2014 was approximately $93,000, compared to approximately $125,000 for
the three months ended September 30, 2013. This decrease is primarily related to a decline in interest expense related to our SVB Loan and
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Security Agreement, coupled with a gain in foreign currency exchange.

Interest and other expense for the nine months ended September 30, 2014 was approximately $305,000, compared to approximately $354,000
for the nine months ended September 30, 2013. This decrease is primarily related to a decline in interest expense related to our SVB Loan and
Security Agreement, coupled with a gain in foreign currency exchange.

Income taxes. The deferred tax asset generated from our net operating loss has been offset by a full valuation allowance because it is more likely
than not that the tax benefits of the net operating loss carry forward will not be realized. The Company also recognizes accrued interest and
penalties related to unrecognized tax benefits as a component of income tax expense.
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Income tax benefit for the three and nine months ended September 30, 2014 was approximately $325,000, whereas income tax benefit for the
three and nine months ended September 30, 2013 was approximately $410,000.  The income tax benefit for both years is due to a reduction in
accrued interest and penalties on uncertain tax positions as a result of the expiration of the associated statute of limitations.

Liquidity and Capital Resources

Our cash requirements relate primarily to working capital needed to operate and grow our business, including funding operating expenses,
growth in inventory to support both shipments of new units and servicing the installed base, funding the growth in our GenKey �turn-key� solution
which also includes the installation of our customer�s hydrogen infrastructure as well as delivery of the hydrogen molecule, and continued
development and expansion of our products. Our ability to achieve profitability and meet future liquidity needs and capital requirements will
depend upon numerous factors, including the timing and quantity of product orders and shipments; the timing and amount of our operating
expenses; the timing and costs of working capital needs; the timing and costs of building a sales base; the timing and costs of developing
marketing and distribution channels; the timing and costs of product service requirements; the timing and costs of hiring and training product
staff; the extent to which our products gain market acceptance; the timing and costs of product development and introductions; the extent of our
ongoing and any new research and development programs; and changes in our strategy or our planned activities. If we are unable to fund our
operations, we may be required to delay, reduce and/or cease our operations and/or seek bankruptcy protection.

We have experienced and continue to experience negative cash flows from operations and net losses attributable to common shareholders. We
incurred a net loss attributable to common shareholders of $81.5 million for the nine months ended September 30, 2014, and net losses
attributable to common shareholders of $62.8 million, $31.9 million and $27.5 million for the years ended December 31, 2013, 2012 and 2011,
respectively, and we have an accumulated deficit of $930.9 million at September 30, 2014. Substantially all of our accumulated deficit has been
incurred in connection with our operating expenses, research and development expenses, and from general and administrative costs associated
with our operations.

Net cash used in operating activities for the nine months ended September 30, 2014 was $31.0 million. Additionally, on September 30, 2014, we
had cash and cash equivalents of $156.5 million and net working capital of $177.6 million. This compares to $5.0 million and $11.1 million,
respectively, at December 31, 2013.

On January 15, 2014 we completed an underwritten public offering of 10,000,000 shares of common stock and accompanying warrants to
purchase 4,000,000 shares of common stock. The shares and the warrants were sold together in a fixed combination, with each combination
consisting of one share of common stock and 0.40 of a warrant to purchase one share of common stock, at a price of $3.00 per fixed combination
for gross proceeds of $30.0 million. The securities were placed with a single institutional investor. The warrants have an exercise price of $4.00
per share, are immediately exercisable and will expire on January 15, 2019. The total net proceeds to Plug Power from the January 2014 public
offering were $27,970,256.

On March 11, 2014, we completed an underwritten public offering of 3,902,440 shares of common stock. The shares were sold at $5.74 per
share for gross proceeds of approximately $22.4 million. The shares were placed with a single institutional investor. The total net proceeds to
Plug Power from the March 2014 public offering were $21,308,987.
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On April 30, 2014, we completed an underwritten public offering of 22,600,000 shares of common stock. The shares were sold at $5.50 per
share for gross proceeds of approximately $124.3 million. The total net proceeds to Plug Power from the April 2014 public offering were
$116,443,375.

To date, we have funded our operations primarily through public and private offerings of common and preferred stock, a sale-leaseback of our
building, our previous line of credit and maturities and sales of our available-for-sale securities. We believe that our current cash, cash
equivalents, cash generated from future sales and
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cash generated from the exercise of outstanding warrants, will provide sufficient liquidity to fund operations for at least the next twelve months.
This projection is based on our current expectations regarding product sales, cost structure, cash burn rate and operating assumptions.

Several key indicators of liquidity are summarized in the following table (in thousands USD):

Nine months Nine months Year
ended or at ended or at ended or at

September 30, 2014 September 30, 2013 December 31, 2013
Cash and cash equivalents at end of period $ 156,462 $ 10,960 $ 5,027
Working capital at end of period 177,593 14,584 11,110
Net loss attributable to common shareholders 81,461 33,862 62,791
Net cash used in operating activities 31,025 17,945 26,881
Purchase of property, plant and equipment 1,200 145 111

During the nine months ended September 30, 2014, cash used for operating activities was $31.0 million, consisting primarily of a net loss
attributable to the Company of $81.3 million, coupled with changes in operating assets and liabilities of $12.7 million, offset by net non-cash
expenses in the amount of $63.0 million, including $3.2 million for amortization and depreciation, $2.4 million for stock based compensation,
$1.0 million for the gain on bargain purchase and $58.4 million for the change in fair value of common stock warrant liability. Cash used by
investing activities for the nine months ended September 30, 2014 was $0.8 million, consisting of $1.2 million for the purchase of property,
plant, and equipment, offset by cash received from the ReliOn acquisition of $0.4 million. Cash provided by financing activities for the nine
months ended September 30, 2014 was approximately $183.2 million consisting primarily of $18.3 million provided from the exercise of
warrants, $0.3 million provided from the exercise of stock options and $165.7 million in net proceeds from public offerings, offset by $0.5
million for the purchase of treasury stock and $0.6 million for principal payments on long-term debt.

Critical Accounting Policies and Estimates

Management�s discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated financial
statements, which have been prepared in accordance with U.S. generally accepted accounting principles. The preparation of these condensed
consolidated financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and
expenses, and related disclosure of contingent assets and liabilities at the date of and during the reporting period. On an on-going basis, we
evaluate our estimates and judgments, including those related to bad debts, inventories, intangible assets, equity investments, product warranty
reserves, unbilled revenue, common stock warrants, income taxes and contingencies. We base our estimates and judgments on historical
experience and on various other factors and 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 from these estimates under different assumptions or conditions.

We refer to the policies and estimates set forth in the section �Management�s Discussion and Analysis of Financial Condition and Results of
Operations�Critical Accounting Estimates� of our Annual Report on Form 10-K for the fiscal year ended December 31, 2013, as well as a
discussion of Significant Accounting Policies included in Note 2, Basis of Presentation, of the unaudited condensed consolidated financial
statements in Part I, Item 1 of this Form 10-Q.

Edgar Filing: PLUG POWER INC - Form 10-Q

54



Recent Accounting Pronouncements

A discussion of recent accounting pronouncements is included in Note 2, Basis of Presentation, of the unaudited condensed consolidated
financial statements in Part I, Item 1 of this Form 10-Q.
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Item 3 � Quantitative and Qualitative Disclosures about Market Risk

From time to time, we may invest our cash in government, government backed and interest-bearing investment-grade securities that we
generally hold for the duration of the term of the respective instrument. We do not utilize derivative financial instruments, derivative commodity
instruments or other market risk sensitive instruments, positions or transactions in any material fashion. We are not subject to any material risks
arising from changes in interest rates, foreign currency exchange rates, commodity prices, equity prices or other market changes that affect
market risk sensitive instruments.

Our exposure to changes in foreign currency rates is primarily related to sourcing inventory from foreign locations. This practice can give rise to
foreign exchange risk resulting from the varying cost of inventory to the receiving location. The Company mitigates this risk through local
sourcing efforts.

Item 4 � Controls and Procedures

(a) Evaluation of disclosure controls and procedures

As required by Rule 13a-15(b) under the Securities and Exchange Act of 1934, our management, including the Chief Executive Officer and
Chief Financial Officer, conducted an evaluation as of the end of the period covered by this report, of the effectiveness of the Company�s
disclosure controls and procedures as defined in Exchange Act Rule 13a-15(e) . Based on that evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that the Company�s disclosure controls and procedures were effective at a reasonable assurance level as of the end of
the period covered by this report.

(b) Changes in internal controls over financial reporting

As required by Rule 13a-15(d) under the Securities Exchange Act of 1934, our management, including the Chief Executive Officer and Chief
Financial Officer, also conducted an evaluation of the Company�s internal control over financial reporting to determine whether any changes
occurred during the period covered by this report that have materially affected, or are reasonably likely to materially affect, the Company�s
internal control over financial reporting. Based on that evaluation, there has been no such change during the period covered by this report.

29

Edgar Filing: PLUG POWER INC - Form 10-Q

56



Table of Contents

PART II.  OTHER INFORMATION

Item 1 � Legal Proceedings

In July 2008, Soroof Trading Development Company Ltd., or Soroof, filed a demand for arbitration against GE Fuel Cell Systems, LLC, or
GEFCS, claiming breach of a distributor agreement and seeking damages of $3 million. Prior to GEFCS� dissolution in 2006, we held a 40%
membership interest and GE Microgen, Inc., or GEM, held a 60% membership interest in GEFCS. In January 2010, Soroof requested, and GEM
and Plug Power Inc. agreed, that the arbitration proceeding be administratively closed pending final resolution of the matter in United States
District Court, Southern District of New York. On January 22, 2010, Soroof filed a complaint in United States District Court, Southern District
of New York naming, among others, Plug Power Inc., GEFCS, and GEM as defendants. In January 2012, following a motion for judgment on
the pleadings and motion for summary judgment, the Court dismissed with prejudice four of Soroof�s claims and dismissed without prejudice two
of Soroof�s claims. The Court also dismissed with prejudice all claims against GEFCS. Soroof filed an amended complaint in May 2012 against
us, GEM, and General Electric Company, re-pleading the two claims that were dismissed without prejudice. In December 2012, the parties
participated in a court settlement conference with the presiding judge at the United States District Court for the Southern District of New York.
The case was not resolved at the settlement conference.

Fact and expert discovery closed in March 2013. In May 2013, we, together with GE and GEM, jointly filed a motion for summary judgment on
all counts and Soroof also moved for partial summary judgment to pierce GEM�s corporate veil in order to hold GE liable. In October 2013, the
Court denied defendants� motion for summary judgment as well as Soroof�s motion for partial summary judgment. On April 9, 2014, Soroof filed
a Third Amended Complaint correcting the name of the plaintiff entity.  The defendants filed Answers to the Third Amended Complaint on
April 28, 2014.

On September 4, 2014, the Court scheduled the case for a jury trial to begin on November 3, 2014.  On September 23, 2014, the parties
participated in a second court settlement conference, but the case was not resolved at the settlement conference.  On September 26, 2014, the
parties exchanged pre-trial motions in limine.  On October 10, 2014, the Court dismissed the action without prejudice as to GE and GEM (the
�GE Defendants�) after being informed that Soroof and the GE Defendants had reached a settlement in principle, and on November 4, 2014, the
Court issued an order granting a motion to dismiss the GE Defendants from the case with prejudice following the finalization of the GE
Defendants� settlement.

On October 17, 2014, Soroof and Plug Power submitted a Pre-Trial Memorandum with the Court, and on October 23, 2014, the Court held a
Final Pre-Trial Conference with Soroof and Plug Power.

On October 24, 2014, Plug Power and Soroof reached a settlement in principle which Plug Power is in the process of finalizing with Soroof. 
The parties notified the Court of the settlement in principle on October 24, 2014.  On October 27, 2014, the Court dismissed the action without
prejudice as to Plug Power and cancelled the trial date.

We, GEFCS, GEM and General Electric Company, or GE, are party to an agreement under which we agreed to indemnify such parties for up to
$1 million of certain losses related to the Soroof distributor agreement. GE has made a $1 million claim for indemnification against us under this
agreement for losses it suffered as a result of the Soroof dispute.

Edgar Filing: PLUG POWER INC - Form 10-Q

57



Item 1A - Risk Factors

Part II, Item 1A, �Risk Factors� of our most recently filed Annual Report on Form 10-K, as amended by our Annual Report on Form 10-K/A, filed
with the Securities and Exchange Commission for the fiscal year ended December 31, 2013, sets forth information relating to important risks
and uncertainties that could materially adversely affect our business, financial condition and operating results. Except to the extent that
information disclosed elsewhere in this Quarterly Report on Form 10-Q relates to such risk factors (including, without limitation, the matters
described in Part I, Item 2, �Management�s Discussion and Analysis of Financial Condition and Results of Operations�), there have been no
material changes to our risk factors disclosed in our most recently filed Annual
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Report on Form 10-K. However, those risk factors continue to be relevant to an understanding of our business, financial condition and operating
results and, accordingly, you should review and consider such risk factors in making any investment decision with respect to our securities.

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

(a)    During the three months ended September 30, 2014, we issued 2,468 shares of our common stock in connection with matching
contributions under our 401(k) Savings & Retirement Plan. The issuance of these shares is exempt from registration under Section 3(a)(2) of the
Securities Act of 1933, as amended.

(b)    Not applicable.

(c)    None.

Item 3 � Defaults Upon Senior Securities

None.

Item 4 � Mine Safety Disclosures

None.

Item 5 � Other Information

(a)    None.

(b)    None.
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Item 6 � Exhibits

3.1 Amended and Restated Certificate of Incorporation of Plug Power. (1)

3.2 Third Certificate of Amendment to Amended and Restated Certificate of Incorporation of Plug Power. (6)

3.3 Third Amended and Restated By-laws of Plug Power Inc. (3)

3.4 Certificate of Amendment to Amended and Restated Certificate of Incorporation of Plug Power Inc. (1)

3.5 Certificate of Designations, Preferences and Rights of a Series of Preferred Stock of Plug Power Inc. classifying and
designating the Series A Junior Participating Cumulative Preferred Stock. (2).

3.6 Second Certificate of Amendment of Amended and Restated Certificate of Incorporation of Plug Power Inc. (4)

3.7 Certificate of Designations of Series C Redeemable  Preferred Stock of Plug Power Inc. classifying and designating the
Series C Redeemable Convertible Preferred Stock  (5)

10.1 Amended and Restated 2011 Stock Option and Incentive Plan of Plug Power (6)

99.1 Executive Employment Agreement, by and between the Company and Paul B. Middleton, dated November 6, 2014 (7)

31.1 and 31.2 Certifications pursuant to 18 U.S.C. Section 1350, adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (8)

32.1 and 32.2 Certifications pursuant to 18 U.S.C. Section 1350, adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. (8)

101.INS* XBRL Instance Document (8)
101.SCH* XBRL Taxonomy Extension Schema Document (8)
101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document (8)
101.DEF* XBRL Taxonomy Extension Definition Linkbase Document (8)
101.LAB* XBRL Taxonomy Extension Labels Linkbase Document (8)
101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document (8)

(1) Incorporated by reference to the Company�s Form 10-K for the period ended December 31, 2008.

(2) Incorporated by reference to the Company�s current Report on Form 8-A dated June 24, 2009.

(3) Incorporated by reference to the Company�s current Report on Form 8-K dated October 28, 2009.

(4) Incorporated by reference to the Company�s current Report on Form 8-K dated May 19, 2011.

(5) Incorporated by reference to the Company�s current Report on Form 8-K dated May 20, 2013.
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(6) Incorporated by reference to the Company�s current Report on Form 8-K dated July 23, 2014.

(7) Incorporated by reference to the Company�s current Report on Form 8-K dated November 6, 2014.
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(8)        Filed herewith.

* Submitted electronically herewith. Attached as Exhibit 101 are the following materials from the Company�s Quarterly Report on Form 10-Q for
the quarter ended September 30, 2014, formatted in eXtensible Business Reporting Language (XBRL) and tagged as blocks of text:
(i) Condensed Consolidated Balance Sheets at September 30, 2014 and December 31, 2013; (ii) Condensed Consolidated Statements of
Operations for the Three and Nine Months Ended September 30, 2014 and 2013; (iii) Condensed Consolidated Statements of Comprehensive
Income (Loss) for the Three and Nine Months Ended September 30, 2014 and 2013; (iv) Condensed Consolidated Statements of Cash Flows for
the Nine Months Ended September 30, 2014 and 2013; and (v) related notes, tagged as blocks of text. Pursuant to Rule 406T of Regulation S-T
this data is deemed not filed or part of a registration statement or prospectus for purposes of sections 11 or 12 of the Securities Act of 1933, as
amended, is deemed not filed for purposes of section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise is not subject to
liability under these sections.
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Signatures

Pursuant to 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.

PLUG POWER INC.

Date: November 14, 2014 By: /s/ Andrew Marsh
President, Chief Executive Officer and Director
(Principal Executive Officer)

Date: November 14, 2014 By: /s/ David Waldek
Interim Chief Financial Officer
(Principal Financial Officer)
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