
 
Filed pursuant to Rule 424(b)(3)

Registration No. 333-252515
  
  

PROSPECTUS SUPPLEMENT NO. 13
(to Prospectus dated February 16, 2021)

  
   

  
  

Danimer Scientific, Inc.
  

Up to 32,435,961 Shares of Common Stock
Up to  16,279,253 Shares of Common Stock Issuable Upon Exercise of Warrants and Options

  
This prospectus supplement supplements the prospectus dated February 16, 2021 (as supplemented or amended from time to time, the “Prospectus”), which forms a part of our 

registration statement on Form S-1 (No. 333-252515). This prospectus supplement is being filed to update and supplement the information in the Prospectus with the information contained in 
our quarterly report on Form 10-Q, filed with the Securities and Exchange Commission on November 15, 2021 (the “Quarterly Report”). Accordingly, we have attached the Quarterly Report 
to this prospectus supplement.  The Prospectus and this prospectus supplement relate to the issuance by us of up to an aggregate of up to 16,279,253 shares of our Class A common stock, 
$0.0001 par value per share (“Common Stock”), which consists of (i) up to 6,000,000 shares of Common Stock that are issuable upon the exercise of 6,000,000 warrants (the “Private 
Warrants”) originally issued in a private placement in connection with the initial public offering of Live Oak Acquisition Corp., our predecessor company (“Live Oak”), (ii) up to 10,000,000 
shares of Common Stock that are issuable upon the exercise of 10,000,000 warrants (the “Public Warrants” and, together with the Private Warrants, the “Warrants”) originally issued in the 
initial public offering of Live Oak and (iii) up to 279,253 shares of Common Stock issuable upon exercise of Non-Plan Legacy Danimer Options. We will receive the proceeds from any 
exercise of any Warrants for cash. 

  
The Prospectus and this prospectus supplement also relate to the offer and sale from time to time by the selling securityholders named in the Prospectus (the “Selling 

Securityholders”), or their permitted transferees, of (i) up to 32,435,961 shares of Common Stock (including up to 6,000,000 shares of Common Stock that may be issued upon exercise of the 
Private Warrants) and (ii) up to 6,000,000 Private Warrants. We will not receive any proceeds from the sale of shares of Common Stock or the Private Warrants by the Selling Securityholders 
pursuant to the Prospectus and this prospectus supplement.

  
Our registration of the securities covered by the Prospectus and this prospectus supplement does not mean that the Selling Securityholders will offer or sell any of the shares. 

The Selling Securityholders may sell the shares of Common Stock covered by the Prospectus and this prospectus supplement in a number of different ways and at varying prices. We provide 
more information about how the Selling Securityholders may sell the shares in the section entitled “Plan of Distribution.”

  
Our Common Stock is listed on The New York Stock Exchange under the symbol “DNMR”. On November 16, 2021, the closing price of our Common Stock was $14.76. Our  

Public Warrants were previously traded on The New York Stock Exchange under the symbol “DNMR WS”; however, the Public Warrants ceased trading on the New York Stock Exchange 
and were delisted following their redemption.  

  
This prospectus supplement updates and supplements the information in the Prospectus and is not complete without, and may not be delivered or utilized except in combination 

with, the Prospectus, including any amendments or supplements thereto. This prospectus supplement should be read in conjunction with the Prospectus and if there is any inconsistency 
between the information in the Prospectus and this prospectus supplement, you should rely on the information in this prospectus supplement.

  
See the section entitled “Risk Factors” beginning on page 4 of the Prospectus to read about factors you should consider before buying our securities.
  
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or determined if this prospectus 

supplement or the Prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
  

The date of this prospectus supplement is November 15, 2021.
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FORWARD-LOOKING STATEMENTS

Certain statements contained herein, as well as in other filings we make with the United States Securities and Exchange Commission (“SEC”) and other written and oral 
information we release, regarding our future performance constitute "forward-looking statements" as defined in the Private Securities Litigation Reform Act of 1995. Forward-
looking statements may relate to, among other things, the impact on our business, operations and financial results of the COVID-19 pandemic (which, among other things, may 
affect many of the items listed below); the demand for our products and services; revenue growth; effects of competition; supply chain and technology initiatives; inventory and 
in-stock positions; state of the economy; state of the credit markets, including mortgages, home equity loans, and consumer credit; impact of tariffs; demand for credit offerings; 
management of relationships with our employees, suppliers and vendors, and customers; international trade disputes, natural disasters, public health issues (including pandemics 
and related quarantines, shelter-in-place orders, and similar restrictions), and other business interruptions that could disrupt supply or delivery of, or demand for, our products or 
services; continuation of equity programs; net earnings performance; earnings per share; capital allocation and expenditures; liquidity; return on invested capital; expense 
leverage; stock-based compensation expense; commodity price inflation and deflation; the ability to issue debt on terms and at rates acceptable to us; the impact and expected 
outcome of investigations, inquiries, claims, and litigation; the effect of accounting charges; the effect of adopting certain accounting standards; the impact of regulatory 
changes; financial outlook; and the integration of acquired companies into our organization and the ability to recognize the anticipated synergies and benefits of those 
acquisitions.

Forward-looking statements are based on currently available information and our current assumptions, expectations and projections about future events. You should not rely on 
our forward-looking statements. These statements are not guarantees of future performance and are subject to future events, risks and uncertainties – many of which are beyond 
our control, dependent on the actions of third parties, or currently unknown to us – as well as potentially inaccurate assumptions that could cause actual results to differ 
materially from our expectations and projections. These risks and uncertainties include, but are not limited to, those described in Part II, Item 1A, "Risk Factors" and elsewhere 
in this report and as also may be described from time to time in future reports we file with the SEC. You should read such information in conjunction with our Condensed 
Consolidated Financial Statements and related notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations" in this report. There also 
may be other factors that we cannot anticipate or that are not described in this report, generally because we do not currently perceive them to be material. Such factors could 
cause results to differ materially from our expectations.

Forward-looking statements speak only as of the date they are made, and we do not undertake to update these statements other than as required by law. You are advised, 
however, to review any further disclosures we make on related subjects in our periodic filings with the SEC.

  
 



 
PART I—FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

Danimer Scientific, Inc.
Condensed Consolidated Balance Sheets (Unaudited)

 
   September 30,   December 31,  
(in thousands, except share data)   2021   2020  
Assets:       
Current assets:       

Cash and cash equivalents  $ 194,226   $ 377,581  
Accounts receivable, net   12,832    6,605  
Income tax receivable, net   1,073    -  
Inventories   24,146    13,642  
Prepaid expenses and other current assets   3,553    3,089  
Contract assets   3,043    1,466  

Total current assets   238,873    402,383  
       

Property, plant and equipment, net   222,533    106,795  
Intangible assets, net   86,663    1,801  
Goodwill   66,581    -  
Right-of-use assets   18,541    19,387  
Leverage loans receivable   

13,408
   

13,408
 

Restricted cash   2,071    2,316  
Loan fees   1,427    -  
Other assets   146    111  

Total assets  $ 650,243   $ 546,201  
       

Liabilities and Stockholders' Equity:       

Current liabilities:       
Accounts payable  $ 20,379   $ 10,610  
Accrued liabilities   8,561    9,220  
Unearned revenue and contract liabilities   233    2,455  
Current portion of lease liability   2,947    3,000  
Current portion of long-term debt, net   334    25,201  

Total current liabilities   32,454    50,486  
       

Private warrants liability   30,910    82,860  
Long-term lease liability, net   22,459    24,175  
Long-term debt, net   29,536    31,386  
Deferred income taxes   4,733    -  
Other long-term liabilities   1,072    1,250  

Total liabilities  $ 121,164   $ 190,157  
       

Commitments and Contingencies (Note 14)       
       

Stockholders' equity:       
Common stock, $0.0001 par value; 200,000,000 shares authorized: 100,324,315 and 84,535,640 shares issued and 
outstanding at September 30, 2021 and December 31, 2020, respectively  $ 10   $ 8  
Additional paid-in capital   635,513    414,819  
Accumulated deficit   (106,444 )   (58,783 )

Total stockholders’ equity   529,079    356,044  
Total liabilities and stockholders’ equity  $ 650,243   $ 546,201  

 
The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Danimer Scientific, Inc.
Condensed Consolidated Statements of Operations (Unaudited)

  Three Months Ended September 30,   Nine months ended September 30,  
(in thousands, except share and per share data)  2021   2020   2021   2020  
Revenue:             
Products  $ 12,397   $ 11,249   $ 34,715   $ 31,004  
Services   972    1,586    6,306    4,302  

Total revenue   13,369    12,835    41,021    35,306  
             
Costs and expenses:             
Cost of revenue   13,601    9,188    37,786    25,058  
Selling, general and administrative   26,592    3,370    55,791    9,178  
Research and development   5,010    2,190    11,604    5,565  
(Gain) loss on sale of assets   -    -    33    (9 )

Total costs and expenses   45,203    14,748    105,214    39,792  

Loss from operations   (31,834 )   (1,913 )   (64,193 )   (4,486 )
             

Nonoperating income (expense):             
Gain on remeasurement of private warrants

  28,392    -    
6,435

   -  
Interest expense, net   (246 )   (334 )   (668 )   (1,431 )
Gain on forgiveness of debt   -    -    1,776    -  
Loss on loan extinguishment   -    -    (2,604 )   -  
Other income (expense), net   90    108    170    297  

Total nonoperating income (expense)   28,236    (226 )   5,109    (1,134 )
Loss before income taxes   (3,598 )   (2,139 )   (59,084 )   (5,620 )

Income taxes   11,423    -    11,423    -  
Net income (loss)  $ 7,825   $ (2,139 )  $ (47,661 )  $ (5,620 )

             
Net income (loss) per share:             

Basic net income (loss) per share  $ 0.08   $ (0.07 )  $ (0.53 )  $ (0.20 )
Diluted net income (loss) per share  $ 0.08   $ (0.07 )  $ (0.53 )  $ (0.20 )
             

Weighted average number of shares used to compute             
Basic net income (loss) per share   98,160,626    29,317,058    90,614,910    28,699,250  
Dilutive effect of warrants and stock options   5,360,126    -    -    -  
Diluted net income (loss) per share   103,520,752    29,317,058    90,614,910    28,699,250  

             
(1) 2020 Amounts retroactively restated for Business Combination        

 
The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Danimer Scientific, Inc.
Condensed Consolidated Statements of Stockholders' Equity (Unaudited)

 

  Three Months Ended    Nine Months Ended  
  September 30,   September 30,  
(in thousands)  2021  2020   2021  2020  
Common stock:              
Balance, beginning of period  $ 9   $ 3    $ 8   $ 3  

Issuance of common stock   1    1     2    1  
Balance, end of period   10    4     10    4  

              
Additional paid-in capital:              
Balance, beginning of period   620,808    91,905     414,819    66,503  

Exercise of warrants, net of issuance costs   (6 )   -     138,196    -  
Fair value of private warrants converted to public warrants   -    -     45,515    -  
Stock-based compensation expense   14,397    221     35,093    523  
Stock issued under stock compensation plans   316    331     2,782    331  
Beneficial conversion feature on convertible notes   -    -     -    93  
Conversion of debt to common stock   -    655     -    655  
Issuance of common stock, net of issuance costs   (2 )   3,995     (892 )   29,002  

Balance, end of period   635,513    97,107     635,513    97,107  
              

Accumulated deficit:              
Balance, beginning of period   (114,269 )   (53,411 )    (58,783 )   (49,930 )

Net income (loss)   7,825    (2,139 )    (47,661 )   (5,620 )
Balance, end of period   (106,444 )   (55,550 )    (106,444 )   (55,550 )

Total stockholders' equity  $ 529,079   $ 41,561    $ 529,079   $ 41,561  
              

              
(1) 2020 Amounts retroactively restated for Business Combination         

 
 
 
 
 
 
 

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Danimer Scientific, Inc.
Condensed Consolidated Statements of Cash Flows (Unaudited)

  Nine Months Ended  
  September 30,  
(in thousands)   2021    2020  
Cash flows from operating activities:       

Net loss  $ (47,661 )  $ (5,620 )
Adjustments to reconcile net loss to net cash used in operating activities:       

Gain on remeasurement of private warrants   (6,435 )   -  
Stock-based compensation   35,093    523  
Depreciation and amortization   7,489    2,788  
Deferred income taxes   (11,423 )   -  
Loss on write-off of deferred loan costs   1,900    -  
Amortization of debt issuance costs and debt discounts   337    1,367  
Single lease cost (benefit)   (942 )   354  
Gain on forgiveness of debt   (1,776 )   -  
Other   183    (9 )
Interest incurred but not paid   -    610  

Changes in operating assets and liabilities, net of effects of acquisition:       
Accounts receivable, net   (6,331 )   (2,629 )
Inventories   (9,471 )   (6,168 )
Prepaid expenses and other current assets   (1,194 )   (3,454 )
Contract assets   (1,578 )   (584 )
Other assets   40    -  
Accounts payable   887    2,388  
Accrued and other long-term liabilities   (4,338 )   1,763  
Unearned revenue and contract liabilities   (2,221 )   (1,744 )

Net cash used in operating activities   (47,441 )   (10,415 )
Cash flows from investing activities:       

Purchases of property, plant and equipment   (96,798 )   (25,178 )
Acquisition of Novomer, net of cash acquired   (151,179 )   -  
Proceeds from sales of property, plant and equipment   340    9  

Net cash used in investing activities   (247,637 )   (25,169 )

Cash flows from financing activities:       
Proceeds from exercise of warrants, net of issuance costs   138,196    -  
Proceeds from exercise of stock options   2,676    331  
Proceeds from long-term debt   169    4,416  
Proceeds from employee stock purchase plan   106    -  
Proceeds from issuance of common stock, net of issuance costs   (892 )   29,002  
Cash paid for debt issuance costs   (1,691 )   (95 )
Principal payments on long-term debt   (27,086 )   (1,198 )

Net cash provided by financing activities   111,478    32,456  
Net decrease in cash and cash equivalents and restricted cash   (183,600 )   (3,128 )

Cash and cash equivalents and restricted cash-beginning of period   379,897    9,278  
Cash and cash equivalents and restricted cash-end of period  $ 196,297   $ 6,150  

Supplemental cash flow information       
Cash paid for interest, net of interest capitalized  $ 375   $ 628  
Cash paid for operating leases  $ 2,380   $ 2,103  

Supplemental non-cash disclosure       
Changes in accounts payable and accrued liabilities related to purchase of property, plant and equipment  $ 9,880   $ (5,070 )

 
The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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Danimer Scientific, Inc.
Notes to Condensed Consolidated Financial Statements (Unaudited)

Note 1. Basis of Presentation

Description of Business

Danimer Scientific, Inc., together with its subsidiaries (the “Company,” “Danimer”, “we”, “us”, or “our”), is a performance polymer company specializing in bioplastic 
replacements for traditional petroleum-based plastics. Our common stock is listed on the New York Stock Exchange under the symbol “DNMR”. 

Financial Statements

We have prepared these condensed consolidated financial statements (“Financial Statements”) in accordance with accounting principles generally accepted in the United States 
(“U.S. GAAP”) for interim financial information and the rules and regulations of the SEC. In the opinion of management, our Financial Statements reflect all adjustments, 
which are of a normal recurring nature, necessary to present fairly our financial position, results of operations, stockholders’ equity, and cash flows at the dates and for the 
periods presented. The Financial Statements should be read in conjunction with our audited consolidated financial statements and the notes thereto included in our Amended 
Annual Report on Form 10-K/A for the year ended December 31, 2020. Results for interim periods are not necessarily indicative of the results for the year.

We cannot predict the ongoing impact of the COVID-19 pandemic on the increased volatility in global economic and political environments, market demand for our products, 
supply chain disruptions, possible workforce availability, exchange rate and commodity price volatility and availability of financing, and their impact to our total revenue, 
production volumes, costs and overall financial condition and available funding. In preparing the Financial Statements in conformity with U.S. GAAP, we have considered and, 
where appropriate, reflected the effects of the COVID-19 pandemic on our operations. The pandemic continues to provide significant challenges to the U.S. and global 
economies.

Note 2. Business Combinations

Novomer

On August 11, 2021, we acquired all of the outstanding shares of Novomer, Inc. (“Novomer”), a privately held company, in exchange for $153.9 million in cash, gross of cash 
acquired, subject to certain customary adjustments as set forth in the merger agreement. We also entered into employment or consulting agreements with, and granted stock 
options to, certain key employees and consultants of Novomer. Novomer uses its proprietary thermal catalytic conversion process to produce a unique type of PHA, referred to 
under its brand name as Rinnovo, that can be incorporated into some of our products as a complement to our existing PHA polymer at reduced cost.  We have included 
Novomer's results in the Financial Statements since August 11, 2021. For the period ended September 30, 2021, Novomer recorded a net loss of $1.5 million.

As a private company, Novomer had not yet adopted the provisions of Financial Accounting Standards Board (“FASB”) Accounting Standards Codification 842, Leases (“ASC 
842”). We applied ASC 842 to the operating lease for Novomer's primary operating facility and recorded a right-of-use asset of $2.0 million and a lease liability of $2.0 million. 
At September 30, 2021, we have recorded contingent purchase price payable, which is payable to the sellers upon our collection of an income tax refund receivable arising from 
a prior period. All of these amounts are included in the table below that sets forth the preliminary fair values of assets acquired and liabilities assumed:

(in thousands)    
Cash and restricted cash  $ 2,741  
Property, plant and equipment   15,591  
Other assets acquired   4,285  
Acquired technology   85,400  
Goodwill   66,581  
Deferred tax liability   (16,159 )
Liabilities assumed   (4,019 )
Contingent purchase price payable   (500 )
Total preliminary purchase price  $

153,920
 

The preliminary estimated goodwill is attributable to the strategic opportunities and synergies that we expect to arise from the acquisition and the value of its existing workforce. 
The goodwill is not deductible for federal income tax purposes.

The final purchase price determination is subject to customary post-close adjustments and our estimates of the fair values of assets acquired and liabilities assumed are 
preliminary and could change due to future events.

We plan to test acquired goodwill and intangibles for impairment annually each November 1.
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The following table discloses pro forma revenues and earnings for the combined Danimer-Novomer entity as if the acquisition of Novomer took place on January 1, 2020. The 
pro forma revenue and losses from operations do not necessarily reflect what the combined entity's revenue and losses from operations would have been had the acquisition 
taken place at that time, and this pro forma financial information may not be useful in predicting our future financial results. The actual results may differ significantly from the 
pro forma amounts reflected herein due to a variety of factors. The following includes proforma adjustments to reflect amortization of acquired technology intangible assets and 
to reflect $2.6 million of transaction costs in the first quarter of 2020 instead of the three and nine months ended September 30, 2021.

  Three Months Ended September 30,   Nine Months Ended September 30,  
(in thousands)  2021   2020   2021   2020  
Revenue  $ 13,369   $ 12,864   $ 41,056   $ 35,335  
Loss from operations  $ (30,377 )  $ (4,099 )  $ (67,969 )  $ (14,613 )

Live Oak

Live Oak Acquisition Corp. (“Live Oak”) was incorporated in the State of Delaware on May 24, 2019 as a special purpose acquisition company formed for the purpose of 
effecting a business combination with one or more businesses. Live Oak completed its initial public offering in May 2020. On December 29, 2020, Live Oak consummated a 
business combination (“Business Combination”) with Meredian Holdings Group, Inc. (“Legacy Danimer”) with Legacy Danimer surviving the merger as a wholly owned 
subsidiary of Live Oak. In connection with the Business Combination, Live Oak changed its name to Danimer Scientific, Inc.

For financial accounting and reporting purposes, Legacy Danimer was deemed the accounting acquirer, Live Oak was treated as the accounting acquiree, and the Business 
Combination was accounted for as a reverse recapitalization. Effectively, the Business Combination was treated as the equivalent of Legacy Danimer issuing stock for the net 
assets of Live Oak, accompanied by a recapitalization. Under this method of accounting, the historical financial statements of Legacy Danimer are our historical financial 
statements. The net assets of Live Oak are stated at historical costs, with no goodwill or other intangible assets recorded, and were consolidated with Legacy Danimer’s financial 
statements on December 29, 2020.

Note 3. Inventories

Inventories consisted of the following: 

  September 30,   December 31,  
(in thousands)  2021   2020  
Raw materials  $ 11,720   $ 6,825  
Work in process   2,182    133  
Finished goods and related items   10,244    6,684  

Total inventories  $ 24,146   $ 13,642  

At September 30, 2021 and December 31,2020, finished goods and related items included $4.8 million and $3.0 million of finished neat PHA.

 

Note 4. Property, Plant and Equipment

Property, plant and equipment, net, consisted of the following:

(in thousands)  Estimated Useful Life (Years)  September 30, 2021   December 31, 2020  
Land and improvements  20  $ 92   $ 92  
Leasehold improvements  Shorter of useful life or lease term   24,476    20,932  
Buildings  15-40   2,114    2,089  
Machinery and equipment  5-20   95,493    64,164  
Motor vehicles  7-10   874    693  
Furniture and fixtures  7-10   414    221  
Office equipment  3-10   3,202    2,089  
Construction in progress  N/A   122,079    36,146  
     248,744    126,426  
Accumulated depreciation and amortization     (26,211 )   (19,631 )

Property, plant and equipment, net    $ 222,533   $ 106,795  
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We reported depreciation and amortization expense (which included amortization of intangible assets) as follows:

  Three Months Ended September 30,   Nine Months Ended September 30,  
(in thousands)  2021   2020   2021   2020  
Cost of revenue  $ 2,110    644   $ 5,899   $ 2,080  
Selling, general and administrative   123    159    315    219  
Research and development   946    176    1,275    489  

Total depreciation and amortization expense  $ 3,179   $ 979   $ 7,489   $ 2,788  

Construction in progress consists primarily of the conversion and build-out of our facility in Winchester, Kentucky. Property, plant and equipment includes capitalized interest 
of $5.4 million and $5.1 million as of September 30, 2021 and December 31, 2020, respectively. For the three and nine months ended September 30, 2021 and 2020, interest 
costs of $0.1 million and $0.3 million and $1.3 million and $3.1 million, respectively, were capitalized to property, plant and equipment.

Note 5. Intangible Assets

Our intangible assets consist of both patented and unpatented technological know-how, including that of Novomer. The values of Novomer's patents and unpatented know-how, 
collectively the “Novomer Technology”, are inseparable.

We capitalize patent defense and application costs. Patent costs are amortized on a straight-line basis over their estimated useful lives, which range from 13 to 16 years. The 
Novomer Technology is amortized over its estimated 20 year life. Intangible assets, net, consisted of the following:

  September 30,   December 31,  
(in thousands)  2021   2020  
Intangible assets, gross  $ 94,065   $ 8,297  
Capitalized patent costs not yet subject to amortization   817    469  
Intangible assets subject to amortization, gross   93,248    7,828  
Accumulated amortization, beginning balance   (6,496 )   (5,996 )

Amortization in the quarter ended:       

March 31
  

(124
)   

(125
)

June 30   (125 )   (125 )
September 30   (657 )   (125 )
December 31   -    (125 )
Accumulated amortization, ending balance   (7,402 )   (6,496 )

Intangible assets subject to amortization, net   85,846    1,332  
Total intangible assets, net  $ 86,663   $ 1,801  

We expect intangible assets currently subject to amortization will amortize over the coming years as follows:

(in thousands)    
Year Ending December 31:  Amortization Expense  
2021 remaining  $ 1,192  
2022   4,770  
2023   4,606  
2024   4,271  
2025   4,271  
2026 and thereafter   66,736  
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Note 6. Accrued Liabilities

The components of accrued liabilities were as follows:

  September 30,   December 31,  
(in thousands)  2021   2020  
Compensation and related expenses  $ 2,440   $ 5,395  
Legal settlement   1,250    1,250  
Transaction costs and other legal fees   230    1,293  
Construction in progress expenditures   1,764    531  
Accrued loss on supply contract   1,423    -  
Other   1,454    751  

Total accrued liabilities  $ 8,561   $ 9,220  
 
Note 7. Income Taxes

In the three months ended September 30, 2021, we recognized deferred tax liabilities in connection with the acquisition of Novomer as discussed in Note 2, leading to an 
increase in goodwill. Prior to the acquisition, we had recorded a full valuation allowance against our deferred tax assets because we did not expect that we would be able to 
realize their value. We believe that we will be able to realize the value of some of these deferred tax assets by offsetting them against the new deferred tax liabilities from the 
Novomer acquisition, and as a result, we have recorded a discrete income tax benefit of $11.4 million.

As a result of recording this discrete income tax benefit, our reported effective income tax rates were 317.5% and 19.3% for the three and nine months ended September 30, 
2021, respectively, which differ from the statutory rate of 21% due to the acquisition-related valuation allowance change. Because we reported losses before income tax in each 
period presented, we continued to provide a valuation allowance against our net deferred tax assets except as noted above. 

In our assessment of the realizability of deferred tax assets, we considered whether it is more likely than not that some portion or all of the deferred income tax assets will not 
be realized, using all available evidence, positive and negative, affecting specific deferred tax assets, including the scheduled reversal of deferred income tax liabilities, 
projected future taxable income, the length of carry-back and carry-forward periods, and tax planning strategies. 

Note 8. Operating Leases

We reported operating lease costs as follows:

  Three Months Ended September 30,   Nine Months Ended September 30,  
(in thousands)  2021   2020   2021   2020  
Cost of revenue  $ 723   $ 276   $ 1,336   $ 736  
Selling, general and administrative   235    563    196    1,514  
Research and development   (178 )   145    111    390  

Total operating lease cost
 $ 780   $ 984   $

1,643
  $

2,640
 

 
Note 9. Private Warrants

At September 30, 2021 and December 31, 2020, there were 3,914,525 and 6,000,000 outstanding warrants, respectively, to purchase shares of our common stock at an exercise 
price of $11.50 per share, subject to adjustments, that had been privately placed prior to the Business Combination (“Private Warrants”). The warrants are exercisable at any 
time after May 7, 2021, and we do not have any right to compel the exercise or redemption of the Private Warrants. All Private Warrants transferred, assigned, or sold to anyone 
other than certain affiliates of Live Oak prior to June 16, 2021 became Public Warrants (as defined in Note 11). On December 28, 2025, any then outstanding Private Warrants 
will expire.

During the quarters ended June 30, 2021 and March 31, 2021, respectively, warrant holders sold 1,565,260 and 518,847 Private Warrants and these Private Warrants became 
Public Warrants. We valued these Private Warrants on each sale date using the Black Scholes model and reclassified this calculated fair value of each Private Warrant sold to 
additional paid-in capital. Following the Public Warrant redemption described in Note 11. Private Warrants are no longer convertible to Public Warrants.

During the quarter ended September 30, 2021, a warrant holder exercised 1,338 Private Warrants on a cashless basis and received 720 shares of our common stock.
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The Private Warrants meet the definition of derivative instruments and are reported as liabilities in the Financial Statements, with changes in the fair value of the Private 
Warrants recorded in earnings. The Private Warrants are Level 3 financial instruments. A rollforward of the Private Warrants liability is below.

(in thousands)      
Balance at December 31, 2020    $ (82,860 )

Loss on remeasurement of private warrants     (80,697 )
Fair value of Private Warrants sold     13,922  

Balance at March 31, 2021     (149,635 )
Gain on remeasurement of private warrants     58,740  
Fair value of Private Warrants sold     31,593  

Balance at June 30, 2021     (59,302 )
Gain on remeasurement of private warrants     28,392  

Balance at September 30, 2021    $ (30,910 )

The table below sets forth the inputs we used in our Black-Scholes models for Private Warrant valuations and the fair values determined.

     Nine Months Ended     
  September 30, 2021   September 30, 2021   December 31, 2020  

Share price of our common stock  $ 16.34   $ 16.34  - $ 44.26   $ 23.51  
Expected annual dividend yield   -    -    -    -  
Expected volatility   45 %   40 % -  45 %   40.0 %
Risk-free rate of return   0.81 %   0.76 % -  0.85 %   0.36 %
Expected warrant term (years)   4.24    4.24  -  4.77    4.99  
Fair value determined per warrant  $ 7.90   $ 7.90  - $ 33.65   $ 13.81  
 
(1) We have not paid and do not currently anticipate paying a cash dividend on our common stock.

(2) We estimated expected volatilities using stock data for select peer public companies over a timeframe similar to the expected term. We selected peer companies using our 
judgment and as such, expected volatility is a Level 3 input.

(3) We estimated risk-free rates using the U.S. Treasury yield curve in effect as of the valuation dates.

(4)  The expected warrant terms are equal to the remaining contractual life of the Private Warrants at each measurement date.

 

Note 10. Debt

The components of long-term debt were as follows:

  September 30,   December 31,  
(in thousands)  2021   2020  
2019 Term Loan  $ -   $ 27,000  
Subordinated Term Loan   10,205    10,171  
NMTC   21,000    21,000  
Paycheck Protection Program Loan   -    1,776  
Asset Based Lending Arrangement   -    -  
Vehicle and equipment notes   400    329  
Mortgage notes   248    266  

Total  $ 31,853   $ 60,542  
Less: Total unamortized debt issuance costs   (1,983 )   (3,955 )
Less: Current maturities of debt issuance costs   (334 )   (25,201 )

Total long-term debt  $ 29,536   $ 31,386  

2019 Term Loan

In March 2019, we entered into a credit agreement (“2019 Term Loan”) for a $30 million term loan maturing on October 13, 2023. Principal payments were due in quarterly 
payments of $375,000 beginning April 1, 2019 with the outstanding principal balance due at maturity. The 2019 Term Loan was secured by all real and personal property of 
Danimer Scientific Holdings, LLC (“DSH”) and its subsidiaries. The 2019 Term Loan provided for financial covenants including a maximum capital expenditures limit, 
leverage ratio and fixed charge coverage ratio, each of which became more restrictive over time.  
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In July 2020, we modified the 2019 Term Loan such that the applicable margin in the interest rate formula (formerly calculated as the greater of (a) 2.25% or (b) three month 
LIBOR, plus 4.5%) changed from 4.5% to a five-level tiered amount ranging from 4.5% if the consolidated senior leverage ratio, as defined in the 2019 Term Loan, was less 
than 1.5, to as high as 6.35% if the consolidated senior leverage ratio was greater than 2.25.  When the amendment was executed, the applicable margin was 6.35%.

On January 29, 2021, we voluntarily paid off and terminated our 2019 Term Loan. All related liens and security interests in our assets and guarantees were terminated and 
released. We settled the 2019 Term Loan for $27.7 million including the outstanding principal amount of $27.0 million, a prepayment fee of $0.5 million and $0.2 million in 
accrued unpaid interest. We recognized a loss of $2.6 million upon extinguishment due to the prepayment and related fees and the write-off of unamortized debt issuance costs.

Subordinated Term Loan

In March 2019, we, through a subsidiary, entered into a subordinated second credit agreement (“Subordinated Term Loan”) for $10 million in term loans. The term loans mature 
on February 13, 2024 and require monthly interest only payments, with the outstanding principal balance due at maturity. The base interest rate is the “Prime Rate” as quoted by 
the Wall Street Journal (adjusted each calendar quarter; 3.25% at December 31, 2020) plus 2.75%. We have the option to pay up to two percent (2%) in any interest payable in 
any fiscal quarter by adding such interest payment to the principal balance of the related note (“PIK Interest”). During the year ended December 31, 2020, we used the PIK 
Interest option and an additional $0.2 million was included in the principal balance at December 31, 2020. The Subordinated Term Loan provided for financial covenants 
including a maximum capital expenditures limit, leverage ratio, fixed charge coverage ratio and adjusted EBITDA covenants, certain of which became more restrictive over 
time.

On March 18, 2021, we amended the Subordinated Term Loan to, among other things, change the base rate from the prime rate to LIBOR, lower the applicable margin to 2% 
from 2.75%, remove certain prepayment requirements, convert the financial covenants to “springing” financial covenants that do not apply as long as the subsidiary has at least 
$10 million of unrestricted cash on deposit, increase the capital expenditure covenant, and restrict our ability to prepay the loan until after July 1, 2022.  The applicable LIBOR 
rate at September 30, 2021 was 0.09%.

The Subordinated Term Loan remains secured by all real and personal property of the borrowing subsidiary and its subsidiaries but is subordinated to all other existing lenders. 
At September 30, 2021, we were in compliance with all financial covenants.

New Markets Tax Credit Transactions

We have entered into financing arrangements under the New Markets Tax Credit (“NMTC”) program with various unrelated third-party financial institutions (individually and 
collectively referred to as “Investors”) during 2012, 2013 and 2019. The NMTC program was provided for in the Community Renewal Tax Relief Act of 2000 (the “Act”) to 
induce capital investment in qualified lower income communities. The Act permits taxpayers to claim credits against their federal income taxes for up to 39% of qualified 
investment in the equity of the community development entities (“CDEs”). CDEs are privately managed investment institutions that are certified to make qualified low-income 
community investments.

These financing arrangements were structured with the Investors, their wholly owned investment funds (“Investment Funds”) and their wholly owned CDEs in connection with 
our participation in qualified transactions under the NMTC program. In each of the financing arrangements, we loaned money (in the form of leverage loans) to the Investment 
Funds and the Investors invested in the Investment Funds. These leverage loans of $13.4 million are recorded as leveraged loan receivables as of September 30, 2021 and 
December 31, 2020. Each Investment Fund then contributed the funds from our loan and the Investor’s investment to a CDE. Each CDE then loaned the contributed funds to a 
wholly owned subsidiary of the Company.

The Investors are entitled to substantially all of the benefits derived from the tax credits. The NMTC tax credits are subject to recapture for a compliance period of seven years. 
During the compliance period, we are required to comply with various regulations and contractual provisions that apply to the NMTC arrangements. We do not expect the 
maximum potential amount of future payments under this indemnification to exceed the face amount of the related debt, net of the leverage loans receivable. We believe that the 
likelihood of a required payment under this indemnification is remote. 

Paycheck Protection Program Loan

In April 2020, we received $1.8 million under the Paycheck Protection Program (“PPP Loan”). The PPP Loan had a two-year term and bore interest at a rate of 1.0% per 
annum. Monthly principal and interest payments were deferred for six months after the date of disbursement. The promissory note issued in connection with the PPP Loan 
contained events of default and other provisions customary for a loan of this type. On December 11, 2020, we submitted an application for forgiveness of the PPP Loan.

In connection with the Business Combination, we entered into an escrow agreement with the PPP Loan lender and on December 29, 2020 we deposited in escrow $1.8 million, 
which represented the principal, accrued interest, and escrow fee to pay the loan in full. We classified the amounts in escrow as restricted cash at December 31, 2020.

During the three month period ended June 30, 2021, our PPP Loan was forgiven and we received the escrow balance, net of associated fees of $1.8 million and as a result 
recognized a gain of $1.8 million.
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Asset-based Lending Arrangement

On April 29, 2021, we entered into a credit facility (“Credit Agreement”) with Truist Bank that includes a $20.0 million variable interest rate asset-based lending arrangement 
and a $1.0 million capital expenditure line of credit with customary terms and conditions. The amount of the revolving commitment available for borrowing at any given time is 
subject to a borrowing base formula that is based upon our qualifying accounts receivable and inventory. These arrangements mature on April 29, 2026.

Interest on any borrowings is payable monthly and is calculated, at our election, using either a base rate (as defined in the Credit Agreement) plus an applicable margin of 
1.50% for revolving loans and 1.75% for equipment loans, or a LIBOR market index rate (“LMIR”) (as defined in the Credit Agreement) plus an applicable margin of 2.50% 
for revolving loans and 2.75% for equipment loans. If we maintain a trailing twelve month consolidated fixed charge coverage ratio (as defined in the Credit Agreement) of 
1.1:1.0 or better and no event of default exists, then the applicable margins for base rate revolving loans and LMIR rate loans are 1.00% and 2.00%, respectively. 

The Credit Agreement contains customary affirmative and negative covenants, with certain permitted exceptions, which, among other things: 

· require us to deliver financial statements and other information and to provide notice of certain material events,

· contain certain restrictions on the conduct of our business, the management of cash, and the administration of accounts, inventory and equipment, 
· restrict our ability to own, hold and acquire assets; incur debt and liens; to make investments and payments; to effect fundamental corporate changes, to sell assets, 
and to enter into certain other types of transactions or agreements.  

After October 29, 2023, or sooner at our election in order to increase availability under the borrowing base formula, we are required to maintain a trailing twelve month 
consolidated fixed charge coverage ratio of at least 1.1:1.0.

Also on April 29, 2021, we entered into a guaranty and security agreement with Truist Bank.  Pursuant to this guaranty and security agreement, the Borrowers (as defined in the 
Credit Agreement) granted a security interest in substantially all of their respective personal property to secure the obligations under the Credit Agreement and we and Meredian 
Holdings Group, Inc. guaranteed, on an unsecured basis, all of the obligations under the Credit Agreement.  We are in the process of including the Novomer personal property to 
this security interest under the Credit Agreement.

Note 11. Equity

Outstanding Shares

The following table summarizes the common stock activity for the three and nine months ended September 30, 2021 and 2020:

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

  2021    2020    2021    2020   
Common stock:                 
Balance, beginning of period   97,732,079     29,005,309     84,535,640     25,371,186   

Issuance of common stock   2,592,236     -     15,788,675     3,634,123   
Balance, end of period   100,324,315     29,005,309     100,324,315     29,005,309   

                 
(1) Retroactively restated for Business Combination               

Public Warrants

At December 31, 2020, there were 10 million outstanding publicly traded warrants to purchase shares of our common stock with an exercise price of $11.50 per share, subject 
to adjustments (“Public Warrants”). The Public Warrants were exercisable and potentially redeemable after May 7, 2021.  

On June 16, 2021, we redeemed 50,965 Public Warrants, which included all unexercised Public Warrants. Prior to the redemption, 12,033,169 Public Warrants, including some 
Public Warrants that had initially been Private Warrants, were exercised. Net of fees, we collected $138.2 million in connection with these exercises and redemptions. The 
Public Warrants had qualified as equity instruments and we had included them in additional paid-in capital.

Non-Plan Legacy Danimer Options and Warrants

Prior to 2017, Legacy Danimer had issued 208,181 stock options that were not a part of either the 2016 Executive Plan or the 2016 Omnibus Plan. These options had a weighted 
average exercise price of $30 per share. On December 29, 2020, the then-remaining 30,493

12

 (1) (1)



 
  
 of these options were converted to options to purchase 279,255 shares of our common stock with a weighted average exercise price of $3.28 per share. During the quarter 
ended June 30, 2021, 153,763 of these options were exercised.

As of December 29, 2020, Legacy Danimer had 55,319 warrants outstanding with an exercise price of $30 per share. In connection with the Business Combination, these 
options were converted to options to purchase 506,611 shares of our common stock with an exercise price of $3.28 per share. All remaining Legacy Danimer warrants were 
exercised during the three month period ended March 31, 2021 on a cashless basis by issuing 435,961 shares of common stock.

Anti-dilutive Instruments

The following instruments were excluded from the calculation of diluted shares outstanding because the effect of including them would have been anti-dilutive.

 For the Three Months Ended September 
30,  

 For the Nine Months Ended September 
30,  

2021   2020   2021  2020  
Employee stock options  5,518,473     7,072,426    10,642,260     7,072,426  
Public Warrants  -    -    -    -  
Private Warrants  -     -    3,914,525     -  
Restricted shares  3,035,676    -    3,035,676    -  
Legacy Danimer options  -     1,805,555    125,490     1,805,555  
Legacy Danimer warrants  -    506,611    -    506,611  

Total excluded instruments  8,554,149    9,384,592    17,717,951    9,384,592  
 
Note 12. Revenue

We recognize revenue from product sales and services in accordance with ASC 606, Revenue from Contracts with Customers (“ASC 606”).  We derive our revenues primarily 
from: 1) product sales of developed compostable resins based on polylactic acid (“PLA”), polyhydroxyalkanoates (“PHA”), and other renewable materials; and 2) research and 
development (“R&D”) services related to developing customized formulations of biodegradable resins based on PHA. 

We generally produce and sell finished products, for which we recognize revenue upon shipment. Due to the highly specialized nature of our products, returns are infrequent, 
and therefore we do not estimate amounts for sales returns and allowances. There are no forms of variable consideration such as discounts, rebates, or volume discounts that we 
estimate to reduce our transaction price.

We defer certain contract fulfillment costs. These costs are amortized to cost of revenue on a per-pound basis as we sell the related product. During the three and nine months 
ended September 30, 2021, we charged $0.2 million and $0.5 million, respectively, of fulfillment costs to cost of revenue. At September 30, 2021 and December 31, 2020 we 
had recorded gross contract assets of $2.2 million and $1.5 million, respectively, related to these fulfillment costs.

R&D service revenues generally involve milestone-based contracts under which we work with a customer to develop a PHA-based specific solution designed to the customer’s 
specifications, which may involve a single or multiple performance obligations. At the inception of our R&D services contracts, customers generally pay consideration at the 
commencement of the agreement and at milestones or other intervals as outlined in the contracts. We recognize contract liabilities for such progress with an input method based 
on personnel hours incurred to date as a percentage of total estimated personnel hours, and then reduce each contract liability by recognizing revenue for our R&D services over 
time by measuring progress for each performance obligation identified within each contract. To the extent collectible revenue recognized under this method exceeds the 
consideration received, we recognize contract assets for unbilled consideration. 

The following table shows the significant changes in the R&D contract asset and contract liability balances for the periods ended September 30, 2021 and December 31, 2020.
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September 30,

2021   December 31, 2020  
(in thousands)  Contract Assets   Contract Liabilities   Contract Liabilities  
Beginning balance  $ -   $ (2,115 )  $ (4,240 )
Revenue recognized          
Revenue recognized in the quarter ended:          

March 31   -    1,397    412  
June 30   1,530    1,513    845  
September 30   6    572    1,187  
December 31   -    -    2,268  

Total revenue recognized   1,536    3,482    4,712  
Unearned consideration received in the quarter ended:          

March 31   -    (1,600 )   -  
June 30   -    -    (350 )
September 30   -    -    (350 )
December 31   -    -    (1,887 )

Total unearned consideration received   -    (1,600 )   (2,587 )
Ending balance  $ 1,536   $ (233 )  $ (2,115 )

 
Note 13. Stock-Based Compensation

In connection with the Business Combination, on December 29, 2020, our stockholders approved the 2020 Incentive Plan and the 2020 Employee Stock Purchase Plan.  We 
also have outstanding employee and director stock options that had been issued prior to the Business Combination under legacy stock plans.

The 2020 Incentive Plan provides for the grant of stock options, stock appreciation rights, and full value awards. Full value awards include restricted stock, restricted stock 
units, deferred stock units, performance stock and performance stock units. On December 31, 2020 and September 30, 2021, 3,093,984 shares and 3,308 shares, respectively, 
of our common stock remained authorized for issuance with respect to awards under the 2020 Incentive Plan. 

In connection with the acquisition of Novomer described in Note 2, we obtained additional authorized share pool of 289,951 shares, which can only be granted to former 
Novomer employees or employees hired after August 11, 2021, of which 9,055 shares remain at September 30, 2021. 

The 2020 ESPP Plan provides for the sale of our common stock to our employees through payroll withholding at a discount of 15% from the lower of the closing price of our 
common stock on the first or last day of each biannual offering period. Up to 2,571,737 shares of our common stock were authorized to be issued under this plan. The first 
offering period under this plan commenced on April 1, 2021 and we issued 5,013 shares effective July 1, 2021.

These share pool limits are subject to adjustment in the event of a stock split, stock dividend or other changes in our capitalization.

Restricted Shares

On March 10, 2021, we registered the shares under the 2020 Incentive Plan and the 2020 ESPP Plan. On this date, a grant of 3,035,676 shares of restricted stock was effective. 
The restrictions on half of these shares lapse ratably on the first, second, and third anniversaries of the grant date. The fair value of these shares on the date of grant was $37.09 
and we are recognizing the compensation expense for these shares on a straight-line basis from the grant date through December 29, 2023.  The restrictions on the other half of 
these shares lapse as follows:

1. On the first date the volume-weighted average price per share of our common stock equals or exceeds $24.20 for any 20 trading dates within a 30-day trading period 
beginning on December 29, 2021.
2. On the first date the volume-weighted average price per share of our common stock equals or exceeds $24.20 for any 20 trading dates within a 30-day trading period 
beginning on December 29, 2022.
3. On the first date the volume-weighted average price per share of our common stock equals or exceeds $24.20 for any 20 trading dates within a 30-day trading period 
beginning on December 29, 2023.
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To reflect the effect of this market condition on the vesting of these restricted shares, we valued them using a Monte Carlo simulation, which takes into account a large number 
of potential stock price scenarios over time and incorporates varied assumptions about volatility and exercise behavior for those various scenarios. This valuation was Level 2 in 
the fair value hierarchy. A fair value is determined for each potential outcome. The grant date fair value of these restricted shares is the average of the fair values calculated for 
each potential outcome, or $36.57. We are recognizing the compensation expense for these shares on a straight-line basis from the grant date through January 2024.

Performance Shares

On July 23, 2021, we awarded 95,943 shares of restricted stock with performance conditions. These shares are unvested until attainment of performance targets defined in the 
grant agreement as follows:

· 30% of the shares are subject to a return on equity "ROE" metric based on 2023 financial results.  50% of these shares vest if ROE is 5%, 100% vest if ROE is 9% 
or higher, with prorated vesting between 5% and 9%.
· 30% of the shares are subject to an EBITDA Metric based on 2023 financial results.  50% of these shares vest if EBITDA is $45 million, 100% vest if ROE is $65 
million or higher, with prorated vesting between $45 million and $65 million.
· 40% of the shares are subject to a Neat PHA production capacity metric based on a third party assessment at December 31, 2023, 50% of the shares vest if capacity 
is 75 million pounds, 100% vest if capacity is 90 million pounds or higher, with prorated vesting between 75 million pounds and 90 million pounds.

In addition to these performance conditions, vesting of the shares is also subject to a shareholder approval to sufficiently increase the size of the 2020 Incentive Plan, which 
currently does not have enough shares remaining to fulfill this award.  In the event such an approval does not take place, the performance shares must be settled in cash as 
calculated using the price of our common stock on the vesting date. Due to this cash settlement feature, the performance shares are accounted for as a liability.  During the 
quarter ended September 30, 2021, we recognized expense of $0.1 million, included in selling, general and administrative expenses, and recorded a long-term liability of $0.1 
million. The performance shares are marked to market using the price of our common stock on each reporting date, or $16.24 on September 30, 2021, with a life-to-date 
adjustment. Other than this mark to market effect, expense is recognized on a straight-line basis between the date of grant and the vesting date, which we anticipate will be in 
February 2024.

Stock Options

A summary of stock option activity under our equity plans for the nine months ended September 30, 2021 follows: 

 Number of Shares  
Weighted Average 

Exercise Price  

Weighted Average 
Remaining Contractual 

Term (Years)  
Aggregate Intrinsic 

Value  
Balance, December 31, 2020  11,008,533  $ 13.94   8.4  $ 105,341,482  

Granted  37,500    45.41      
Exercised  (363,064 )   3.28     15,744,316  

Balance, March 31, 2021  10,682,969   14.41     249,345,242  
Granted  -        
Exercised   (200,532 )   3.39       5,616,689  

Balance, June 30, 2021  10,482,437   14.62     109,293,775  
Granted   283,396    11.15        
Exercised   (91,523 )   3.28       1,207,973  
Forfeited   (32,050 )          

Balance, September 30, 2021   10,642,260    14.67       60,733,771  
Exercisable  4,511,251   4.79   5.47   52,112,514  
Vested and expected to vest  10,642,260  $ 14.67   8.12  $ 60,733,771  

 
The aggregate intrinsic values are calculated as the difference between the exercise price of the indicated stock options and the fair value of our common stock on the respective 
exercise dates or on September 30, 2021, as applicable.

In addition to the stock options granted under our equity plans, during the quarter ended December 31, 2020, we awarded 1,466,874 stock options that were contingent upon 
shareholder approval of an increase in the number of shares issuable under the 2020 Incentive Plan, which had not occurred. As a result, these awards were not reflected in our 
consolidated financial statements for the year ended December 31, 2020. During the quarter ended September 30, 2021, our board of directors modified these stock options to 
add a cash-settlement feature if shareholder approval is not obtained by the vesting date. These modifications established grant dates for accounting purposes. Also during the 
quarter ended September 30, 2021, we granted options that vest ratably on the three successive anniversaries of the grant date with the same cash-settlement feature. This cash 
settlement feature requires us to treat these stock options as liabilities. 
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As a result, we re-calculate the fair value of the options at each reporting date and record a life-to-date adjustment to expense. This valuation process falls under Level 2 of the 
fair value hierarchy. Other than this mark to market factor, we recognize this expense in selling, general and administrative expenses on a straight-line basis over the respective 
vesting periods. During the quarter ended September 30, 2021, we recognized expense of $0.6 million, included in selling, general and administrative expenses, and recorded a 
long-term liability of $0.6 million.

The following table provides additional information regarding the cash-settleable stock options:

  Accounting Grant Date  
  July 23, 2021   July 23, 2021   August 12,2021  
Number of stock options   244,073    1,154,616    312,258  
Exercise price  $ 18.24   $ 24.20   $ 24.20  
Vesting date(s)  July 23, 2022   February 1, 2024   February 1, 2024  

     July 23, 2023     
  July 23, 2024        
September 30, 2021 fair value  $ 6.68   $ 5.25   $ 5.27  

The weighted average grant-date fair values of options granted during the quarter ended September 30, 2021 was $7.15 per option. We have estimated the fair values of our 
option awards on the date of grant using the Black-Scholes option pricing model with the following assumptions:

 Three Months Ended 
September 30,

  2021
Expected annual dividend yield 0.00%
Expected volatility 45.4%
Risk-free rate 0.88% to 0.97%
Expected option term (years) 6
 
(1) We have not paid and do no currently anticipate paying a cash dividend on our common stock.
(2) We estimated the expected volatility using the mean stock price for selected peer public companies over a historic timeframe similar to the expected return.
(3) We estimated the risk-free rate of return using the U.S. Treasury yield curve in effect as of the valuation date.
(4) We estimated the expected term using the "simplified" method described in SEC Staff Accounting Bulletin 14,

As of September 30, 2021, there was $133.5 million of unrecognized compensation cost related to nonvested stock options and restricted shares granted under the 2020 
Incentive Plan. That cost is expected to be recognized over a weighted-average period of 2.5 years. 

Note 14. Commitments and Contingencies

Commitments

In connection with our 2007 acquisition of certain intellectual property, we agreed to pay royalties upon production and sale of PHA. The royalty is $0.05 per pound for the first 
500 million pounds of PHA sold and decreases to $0.025 per pound for cumulative sales in excess of that amount until the underlying patents expire. We incurred 
approximately $0.2 million in royalties during the nine months ended September 30, 2021.

In November 2015, we terminated a former executive and terminated our contract with an advisory firm (the “Advisory Contract”), pursuant to which we, through the advisory 
firm, engaged the individual as an executive of the Company. In December 2015, we deemed the Advisory Contract, together with all related arrangements in connection 
therewith, void, including any share issuances in connection with such arrangements. We filed suit against the former executive and the advisory firm during 2016, and various 
counterclaims were filed by the former executive and the advisory firm. During the third quarter of 2020, this matter was settled and we agreed to pay $8 million to resolve all 
outstanding claims, the executive agreed to the cancellation of any shares issued to such executive pursuant to the Advisory Contract and related arrangements, and the 
exchange of mutual releases among the parties. The remaining unpaid liability is included in accrued liabilities ($1.3. million and $1.3 million) and other long-term liabilities 
($0.3 million and $1.3 million) at September 30, 2021 and December 31, 2020, respectively. 
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Litigation Matters

On May 14, 2021 a class action complaint was filed by Darryl Keith Rosencrants in the United States District Court for the Eastern District of New York, on May 18, 2021, a 
class action complaint was filed by Carlos Caballeros in the United States District Court for the Middle District of Georgia, on May 18, 2021 a class action complaint was filed 
by Dennis H. Wilkins also in the United States District Court for the Middle District of Georgia, and on May 19, 2021, a class action complaint was filed by Elizabeth and John 
Skistimas in the United States District Court for the Eastern District of New York. Each plaintiff or plaintiffs brought the action individually and on behalf of all others similarly 
situated against the Company and/or Stephen E. Croskrey, John A. Dowdy, III, John P. Amboian, Richard J. Hendrix, Christy Basco, Philip Gregory Calhoun, Gregory Hunt, 
Isao Noda and Stuart W. Pratt (collectively, “Defendants”). 

The alleged class varies in each case but covers all persons and entities other than Defendants who purchased or otherwise acquired securities of the Company between October 
5, 2020 and May 4, 2021 (“Class Period”). Plaintiffs are seeking to recover damages caused by Defendants’ alleged violations of the federal securities laws and to pursue 
remedies under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 (“1934 Act”) and Rule 10b-5 promulgated thereunder. The complaints are substantially similar 
and are each premised upon various allegations that throughout the Class Period, Defendants made materially false and misleading statements regarding, among other things, the 
Company’s business, operations and compliance policies.    

Plaintiffs seek the following remedies: (i) determining that the lawsuits may be maintained as class actions under Rule 23 of the Federal Rules of Civil Procedure, (ii) certifying 
a class representative, (iii) requiring Defendants to pay damages allegedly sustained by plaintiffs and the class members by reason of the acts alleged in the complaints, and (iv) 
awarding pre-judgment and post-judgment interest as well as reasonable attorneys’ fees, expert fees and other costs. 

On July 29, 2021, the Georgia court transferred the Georgia cases to New York, and all four class actions have been consolidated into a single lawsuit in the Eastern District of 
New York. We expect a consolidated amended class action complaint will be filed by December 17, 2021 and if so, the Defendants intend to file motion to dismiss.

On May 24, 2021, a shareholder derivative lawsuit was filed in the Court of Chancery of the State of Delaware by Richard Delman on behalf of the Company, alleging breach of 
fiduciary duty against the Company’s directors. On October 6, 2021, a shareholders derivative lawsuit was filed in the United States District Court for the District of Delaware 
by Ryan Perri on behalf of the Company, alleging breach of fiduciary duty against the Company’s directors. Both derivative lawsuits have been stayed pending the outcome of 
Defendants’ intended motion to dismiss the securities class actions. These derivative complaints repeat certain allegations which are already in the public domain. Defendants 
deny the allegations of the complaints, believe the lawsuits are without merit and intend to defend them vigorously. Since the amounts of loss related to this matter, if any, 
cannot be reasonably estimated at this time, no amounts have been accrued for this matter at September 30, 2021.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

This Quarterly Report on Form 10-Q (this “Report”) of Danimer Scientific, Inc. contains forward-looking statements. Except where the context otherwise requires or where 
otherwise indicated, the terms the “Company,” “Danimer,” “we,” “us,” and “our,” refer to the consolidated business of Danimer Scientific, Inc. (formerly known as Live Oak 
Acquisition Corp.) and its consolidated subsidiaries. All statements in this Report, other than statements of historical fact, are forward-looking statements These forward-
looking statements are based on management’s current expectations, assumptions, hopes, beliefs, intentions, and strategies regarding future events and are based on currently 
available information as to the outcome and timing of future events. Forward-looking statements may contain words such as “believe,” “may,” “will,” “estimate,” “continue,” 
“anticipate,” “intend,” “expect,” “should,” “would,” “could,” “plan,” “predict,” “potential,” “seem,” “seek,” “future,” “outlook,” the negative of such terms and other 
similar expressions which are intended to identify forward-looking statements, although not all forward-looking statements contain such identifying words. The Company 
cautions you that these forward-looking statements are subject to all of the risks and uncertainties, most of which are difficult to predict and many of which are beyond the 
control of the Company, incident to its business. Actual results and timing of selected events may differ materially from those anticipated in the forward-looking statements as a 
result of various factors, including those set forth under the section entitled “Risk Factors” or elsewhere in this Report.

These forward-looking statements are based on information available as of the date of this Report (or, in the case of forward-looking statements incorporated herein by 
reference, as of the date of the applicable filed document), and any accompanying supplement, and current expectations, forecasts and assumptions, and involve a number of 
risks and uncertainties. Accordingly, forward-looking statements should not be relied upon as representing the Company’s views as of any subsequent date, and the Company 
does not undertake any obligation to update forward-looking statements to reflect events or circumstances after the date they were made, whether as a result of new 
information, future events or otherwise, except as may be required under applicable securities laws.

As a result of a number of known and unknown risks and uncertainties, our actual results or performance may be materially different from those expressed or implied by these 
forward-looking statements. Some factors that could cause actual results to differ include:

· our ability to recognize the anticipated benefits of business combinations, which may be affected by, among other things, competition, and our ability to grow and 
manage growth profitably following business combinations;
· costs related to business combinations;
· changes in applicable laws or regulations;
· the outcome of any legal proceedings against us;
· the effect of the COVID-19 pandemic on our business;
· our ability to execute our business model, including, among other things, market acceptance of our products and services and construction delays in connection 
with the expansion of our facilities;
· our ability to raise capital;
· the possibility that we may be adversely affected by other economic, business, and/or competitive factors;
· our ability to timely and effectively remediate material weaknesses and maintain effective internal control over financial reporting and disclosure and procedures; 
and
· other risks and uncertainties set forth in the section entitled “Risk Factors” of this Report, which is incorporated herein by reference

Any expectations based on these forward-looking statements are subject to risks and uncertainties and other important factors, including those discussed in this Report, 
specifically the sections titled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Other risks and uncertainties 
are and will be disclosed in our prior and future SEC filings. The following information should be read in conjunction with the Condensed Consolidated Financial Statements 
and related notes appearing in Part I, Item 1 of this Report. 

Introductory Note

The following discussion and analysis of our financial condition and results of operations describes the business historically operated by Meredian Holdings Group and its 
subsidiaries (“Legacy Danimer”) under the “Danimer Scientific” name as an independent enterprise prior to December 29, 2020.

On December 29, 2020, the registrant, Live Oak Acquisition Corp. (“Live Oak”), merged with and into Legacy Danimer, with Legacy Danimer surviving as the surviving 
company (the “Business Combination”) and as a wholly owned subsidiary of Live Oak, and changed its name from Live Oak Acquisition Corp. to Danimer Scientific, Inc. 
(“Danimer”). Live Oak Acquisition Corp. (“Live Oak”) was incorporated in the State of Delaware on May 24, 2019 as a special purpose acquisition company formed for the 
purpose of effecting a business combination with one or more businesses. Live Oak completed its initial public offering in May 2020. 
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On August 11, 2021, we closed the acquisition of Novomer, Inc. (“Novomer”) in exchange for $153.9 million in cash, gross of cash acquired, subject to certain customary 
adjustments as set forth in the merger agreement.  Novomer's financial results are included in those of the Company from that date forward.  In 2020, Novomer generated no 
revenue and incurred a net loss of $9.1 million.  Novomer utilizes feedstocks as an input into its proprietary thermal catalytic conversion process to produce a unique type of 
PHA or p(3HP) or otherwise referred to under its brand name as Rinnovo.

Company Overview

We are a performance polymer company specializing in bioplastic replacement for traditional petroleum-based plastics. We bring together innovative technologies to deliver 
renewable, environmentally friendly bioplastic materials to global consumer product companies. We believe that we are the only commercial company in the bioplastics market 
to combine the production of a base polymer along with the reactive extrusion capacity in order to give customers a “drop-in” replacement for a wide variety of petroleum-
based plastics. We derive our revenue from product sales of PLA- and PHA-based resins as well as from services such as R&D and tolling.

PHA-Based Resins

We are a leading producer of polyhydroxyalkanoate (“PHA”), a new, 100% biodegradable plastic feedstock alternative, which we sell under the proprietary Nodax® brand 
name, for use in a wide variety of plastic applications including water bottles, straws and food containers, among other things. We make Nodax through a fermentation process 
where bacteria consume vegetable oil and make PHA within their cell membranes as energy reserves. We harvest the PHA from the bacteria, then purify and filter the bioplastic 
before extruding the PHA into pellets, which we sell to converters. PHAs are a complete replacement for petroleum-based plastics where the convertors do not have to purchase 
new equipment to switch to the new biodegradable plastic. Utilizing PHA as a base resin significantly expands the number of potential applications for bioplastics in the 
industry and enables us to produce resin that is not just compostable, but also fully biodegradable.

We recently began making PHA on a commercial scale. In December 2018, we acquired a fermentation facility in Winchester, Kentucky (“Kentucky Facility”). We embarked 
on a two-phase commissioning strategy for the Kentucky Facility. We commenced scale-up fermentation runs in December 2019 and completed several components of the 
Phase I improvements by the end of 2020. Through September 30, 2021, we have invested $57 million for Phase I and related projects, excluding capitalized interest. Once 
Phase I is producing at full capacity, we expect to produce approximately 20 million pounds of finished product per year. We plan to expand the capacity of the plant by 45 
million pounds of finished product, bringing total plant capacity up to 65 million pounds per year, by investing approximately $119 million to $121 million, excluding 
capitalized interest and internal labor, for the Phase II expansion. Phase II construction is underway with production expected to commence in the second quarter of 2022. We 
have invested $95.4 million in the Phase II expansion through September 30, 2021, excluding capitalized interest and internal labor.

In March 2021, we announced our plan to construct a six-fermenter PHA plant in Bainbridge, Georgia that would require a capital investment of approximately $700 million 
with a planned annual production capacity of approximately 250 million pounds of finished product. In July, we received an updated engineering estimated for the greenfield 
plant of $619 million to $1,033 million based on continued inflation in construction materials throughout 2021. Considering the recent acquisition of Novomer, we have 
modified our plans to include Novomer’s expansion through the construction of a commercial Rinnovo plant. In turn, we are modifying the plans for our Bainbridge greenfield 
facility to include three fermenters instead of the six fermenters included in the original plan, leaving space on the site for future expansion. Based on this updated three-
fermenter design, we have made corresponding reductions in the downstream processing and extrusion areas and updated our engineering estimate for the Bainbridge greenfield 
plant to $390 million to $590 million.  Through September 30, 2021, we have invested $11.5 million in the greenfield facility, excluding capitalized interest and internal labor. 
We may add additional fermentation, downstream processing, and extrusion modules to the Bainbridge facility at a future date.

We currently anticipate spending between $100 million to $180 million on the Rinnovo plant.  Once the Rinnovo plant is completed and after making some additional 
investments in extrusion capacity, the Danimer network is expected to have production capacity of approximately 330 million pounds of PHA-based finished product resins 
when blended with other inputs.  Danimer also expects to have approximately 60 million pounds of Rinnovo remaining to sell on a standalone basis or in formulations that don't 
include Nodax. 

PLA-Based Resins

Since 2004, we have been producing proprietary plastics using a natural plastic called polylactic acid (“PLA”) as a base resin. We purchase neat PLA and formulate it into 
bioplastic applications by leveraging the expertise of our chemists and our proprietary reactive extrusion process. Our formulated PLA products allow many companies to begin 
to use renewable and compostable plastics to meet their customers’ growing sustainability needs. We have expanded our product portfolio and now supply customers globally.
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Research and Development (“R&D”) and Other Services

Our technology team partners with global consumer product companies to develop custom biopolymer formulations for specific applications. R&D contracts are designed to 
develop a formulated resin using PHA, PLA and other biopolymers that can be run efficiently on existing conversion equipment. We expect successful R&D contracts to 
culminate in supply agreements with the customers. Our R&D services not only provide revenue but also a pipeline of future products.

In addition to producing our own products, we also toll manufacture for customers that need the unique extruder or reactor setup we employ for new or scale-up production. Our 
specialty tolling services primarily involve processing customer-owned raw materials to assist them in addressing their extrusion capacity constraints or manufacturing 
challenges.

Comparability of Financial Information

Our results of operations may not be comparable between periods as a result of the Business Combination and the acquisition of Novomer. 

As a result of the Business Combination, we are an SEC-registered and NYSE-listed company, which will require us to continue to hire additional personnel and implement 
procedures and processes to address public company regulatory requirements and customary practices. We expect to continue to incur additional expenses as a public company 
for, among other things, directors’ and officers’ liability insurance, director fees and additional internal and external accounting and legal and administrative resources, 
including increased audit and legal fees.

Key Factors Affecting Operating Results

We believe that our performance and future success depend on several factors that present significant opportunities for us but also pose risks and challenges, including those 
discussed below.

Factors Impacting Our Revenue

Our product revenue is significantly impacted by our ability to successfully scale the Kentucky Facility for commercial production of PHA. The completion of Phase II of the 
Kentucky Facility will significantly increase our capacity to produce and sell PHA, which is in high demand by our customers. Using Nodax as a base resin significantly 
expands the number of potential applications for bioplastics and also enables us to produce a resin that is not just compostable, but also fully biodegradable. Since we just 
recently introduced our PHA on a commercial scale, our product revenues are also impacted by the timing and success of customer trials as well as product degradation testing 
and certifications. Our product revenue from PLA-based resins is primarily impacted by the effective launch of new product offerings in new markets by our customers as well 
as the ability of our suppliers to continue to increase their production capacity of neat PLA. Finally, our product revenue is impacted by our ability to deliver biopolymer 
formulations that can be efficiently run on customer conversion equipment and meet customer application specifications and requirements. 

Our services revenue is primarily impacted by the timing of, and execution against, customer contracts. Research and development services generally involve milestone-based 
contracts to develop PHA-based solutions designed to a customer’s specifications. Service revenues are recognized over time with progress measured based on personnel hours 
incurred to date as a percentage of total estimated personnel hours for each contract. Upon the completion of research and development contracts, customers generally have the 
option to enter into long-term supply agreements with us for the developed product solutions. Our ability to grow our services revenue depends on our ability to develop a track 
record of developing successful biopolymer formulations for our customers and effectively transitioning those formulations to commercial scale production.

Factors Impacting Our Expenses

Costs of revenue

Cost of revenue is comprised of costs of goods sold and direct costs associated with research and development service contracts. Costs of goods sold consists of raw materials 
and ingredients, labor costs for production staff, related production overhead, rent and depreciation costs. Costs associated with research and development service contracts 
include labor costs, related overhead costs and outside consulting and testing fees incurred in direct relation to specific service contracts.

Selling, general and administrative expense

Selling, general and administrative expense consists of labor costs, marketing expense, corporate administration expenses, stock-based compensation not allocated to research 
and development or production personnel, and elements of depreciation, rent and facility expenses that are not directly attributable to costs of production or associated with 
research and development activities.

Research and development expense

Research and development expense includes labor costs, third-party consulting and testing fees, and rent and related facility expenses directly attributable to research and 
development activities not associated with revenue generating service contracts.
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Impacts Related to the COVID-19 Pandemic

In March 2020, the World Health Organization declared the outbreak of COVID-19 to be a global pandemic and recommended containment and mitigation measures 
worldwide. In response, government authorities have issued an evolving set of mandates, including requirements to shelter-in-place, curtail business operations, restrict travel 
and avoid physical interaction. These mandates and the continued spread of COVID-19 have disrupted normal business activities in many segments of the global economy, 
resulting in weakened economic conditions. Government mandates have been lifted by certain public authorities and economic conditions have improved in certain sectors of 
the economy. Certain regions of the world have experienced increasing numbers of COVID-19 cases, however, and if this continues and if public authorities intensify efforts to 
contain the spread of COVID-19, normal business activity may be further disrupted and economic conditions could weaken.

Our ability to continue to operate without any significant negative impacts will in part depend on our ability to protect our employees and our supply chain. We have endeavored 
to follow actions recommended by governments and health authorities to protect our employees, with particular measures in place for those working in our manufacturing and 
laboratory facilities. We have been able to broadly maintain our operations, and we intend to continue to work with our stakeholders (including customers, employees, suppliers 
and local communities) to responsibly address this global pandemic. However, uncertainty resulting from the global pandemic could result in an unforeseen disruption to our 
supply chain (for example a closure of a key manufacturing or distribution facility or the inability of a key supplier or transportation partner to source and transport materials 
and equipment) that could impact our operations and capital projects.

Although our revenue has continued to grow during the continuing global pandemic, we believe that some of our customers have deferred decision making and commitments 
regarding future orders and new contracts. The global pandemic has also resulted in delays in performing trials with new customers and obtaining certification for new products. 
In 2020, we extended our previous timetable for the scale up of the Kentucky Facility in order to conserve financial resources. We have not observed any material impairments 
of, or other significant changes to, the fair value of our assets due to the COVID-19 pandemic. 

For additional information on risk factors that could impact our results, please refer to “Risk Factors” located elsewhere in this Report.

Current Developments

During the third quarter, we made further inroads in our mission to create biodegradable consumer packaging and other products which address the global plastics waste crisis, 
building on our team’s many accomplishments since we became a public company late last year. In the third quarter, we:

· acquired and integrated Novomer,

· increased our PHA production capacity,

· made additional progress in negotiating development and supply agreements with our blue-chip customers, and

· remained on schedule with the construction of our Phase II Kentucky Facility expansion.

As noted above, in August 2021, we closed on the acquisition of Novomer, a leading developer of conversion technology providing transformable, functional and low net 
carbon inputs into the production of PHA-based resins and other biodegradable materials, in a cash transaction valued at $153.9 million, gross of cash acquired and subject to 
customary adjustments. Novomer develops high-performing, carbon-efficient, cost-effective polymers and chemicals, including poly(3-hydroxypropionate) (“p(3HP)”), a type 
of PHA under its brand name, Rinnovo. We believe that Novomer’s technology will enhance the strength of product applications we develop due to the complementary nature 
of Novomer’s polymers when combined with Nodax and enable us to increase the expected overall volume of finished product we will be able to deliver, all while significantly 
lowering our production costs and capital expenditure per pound produced. 

Critical Accounting Policies

The preparation of financial statements in conformity with U.S. generally accepted accounting principles (“U.S. GAAP”) requires management to make estimates and 
assumptions that affect the reported amount of assets and liabilities, the disclosure of contingent assets and liabilities and the reported amounts of revenue and expenses during 
the reported periods. The more critical accounting estimates include estimates related to revenue recognition, stock-based compensation, leases and derivatives. We also have 
other key accounting policies, which involve the use of estimates, judgments and assumptions that are significant to understanding our results, which are set forth in our Annual 
Report on Form 10-K/A for the year ended December 31, 2020.

Revenue recognition

We recognize revenue from product sales and services in accordance with Financial Accounting Standards Board ASC (“ASC”) Topic 606, Revenue from Contracts with 
Customers. 

We derive our revenues from: 1) product sales of developed compostable resins based on PLA, PHA, and other renewable materials; and 2) research and development (R&D) 
services related to developing customized formulations of biodegradable resins based on PHA, PLA and other biopolymers, as well as tolling revenues.
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We generally produce and sell resin pellets, for which we typically recognize revenue upon shipment. Due to the highly specialized nature of our products, returns are 
infrequent, and therefore we do not estimate amounts for sales returns and allowances. We offer a standard quality assurance warranty related to the fitness of our finished 
goods. There are no forms of variable consideration such as rebates or volume discounts.

R&D service revenues generally involve milestone-based contracts under which we work with a customer to develop a PHA-based solution designed to the customer’s 
specifications, which may involve a single or multiple performance obligations. When an R&D contract has multiple performance obligations, we allocate the transaction price 
to the performance obligations utilizing a cost-plus approach to estimate the stand-alone selling price, which contemplates the level of effort to satisfy the performance 
obligations, and then allocate the transaction price to each of the performance obligations based on the relative percentage of the stand-alone selling price. We recognize revenue 
for these R&D services over time with progress measured based on personnel hours incurred to date as a percentage of total estimated personnel hours for each performance 
obligation identified within the contract. Upon completion of the R&D services, the customers have an option to enter into long-term supply agreements with us for the 
product(s) that were developed within the respective contracts. We concluded these customer options were marketing offers, not separate performance obligations, since the 
options did not provide a material right to any of our customers.

Stock-based compensation

We have granted stock options and restricted shares to our employees, including some with market-based or performance-based factors that affect vesting. We recognize 
expense for these awards based on a straight-line basis over the over the longest of the explicit, implicit or derived service period of the award, as applicable. Most of our awards 
qualify for equity accounting, meaning the expense recognized is based on grant date fair value. However, some awards granted during the quarter ended September 30, 2021 
have cash-settlement features that require application of the liability method of accounting, under which the instruments are re-valued at each reporting date and the expense 
recognized is cumulatively trued-up.  We recognize a liability for such awards.  We determine fair values for most of our stock options using a Black-Scholes option pricing 
model and for most of restricted shares using the trading price of our common stock, but the awards with market-based conditions required the use of Monte Carlo simulations 
for valuation.

Leases

We account for leases in accordance with ASC 842, Leases and we determine if an arrangement is a lease at inception. We use our incremental borrowing rate based on the 
information available at lease commencement dates, such as rates recently offered to us by lenders on proposed borrowings, in determining the present values of future 
payments. Our incremental borrowing rate for a lease is the rate of interest we would have to pay on a collateralized basis to borrow an amount equal to the lease payments 
under similar terms. Our lease terms may include options to extend or terminate the lease, typically at our own discretion. We evaluate the renewal options at commencement 
and if they are reasonably certain of exercise, we include the renewal period in the lease term.

Lease costs associated with operating leases consist of both fixed and variable components. Expenses related to fixed lease payments are recognized on a straight-line basis over 
the lease term. Variable payments, such as insurance and property taxes, are recorded as incurred and are not included in the initial lease liability.

Derivatives

We account for outstanding privately-held warrants to purchase our common stock for $11.50 per share as derivatives under ASC 815, Derivatives and Hedging and therefore 
we report these warrants as a liability at their fair value, which we determine using the Black Scholes model, and we report mark-to-market changes in their fair value in 
condensed consolidated statement of operations.
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Condensed Consolidated Results of Operations for the Three Months Ended September 30, 2021 and 2020:

  Three Months Ended September 30,  
(in thousands)  2021   2020   Change  
Revenue:          
Products  $ 12,397   $ 11,249   $ 1,148  
Services   972    1,586    (614 )

Total revenue   13,369    12,835    534  

Cost of revenue   13,601    9,188    4,413  
Gross profit   (232 )   3,647    (3,879 )
Gross profit percentage   -1.7 %   28.4 %    

Operating expense:          
Selling, general and administrative   26,592    3,370    23,222  
Research and development   5,010    2,190    2,820  
Total operating expenses   31,602    5,560    26,042  
Loss from operations   (31,834 )   (1,913 )   (29,921 )

Nonoperating expense:          
Gain on measurement of private warrants   28,392    -    28,392  
Interest expense, net   (246 )   (334 )   88  
Other income, net   90    108    (18 )
Total nonoperating expenses   28,236    (226 )   28,462  

Loss before income taxes   (3,598 )   (2,139 )   (1,459 )
Income taxes   11,423    -    11,423  
Net income (loss)  $ 7,825   $ (2,139 )  $ 9,964  

  
Revenue

The increase in product revenue was driven by a 7.6% increase in pounds sold and a 1.4% increase in our weighted average selling price. In the third quarter of 2021, PHA-
based products represented 32% and only represented 12% of total sales during the same period in the prior year. PHA-based product sales increased $2.7 million due to 
production capacity ramp-up in our Kentucky Facility. PLA-based product sales decreased $1.6 million compared to the prior year period primarily due abnormally large 
volumes sold during the same period in 2020.  We believe some of our PLA customers increased their inventory levels in 2020 to protect against potential supply chain 
disruptions related to the COVID-19 virus. Once these higher inventory levels were achieved, certain of these customers slowed their orders beginning in the fourth quarter of 
2020. 

The decrease in services revenue relates primarily to a $0.6 million decrease in revenue from research and development contracts.  Certain deliverables under our R&D contracts 
such as customer acceptance testing have been delayed by COVID and customer supply chain matters, resulting in less work being done on these projects currently and 
extended project timelines.

Four of our customers accounted for 60% and 80% of total revenue for the three months ended September 30, 2021 and 2020, respectively.

Cost of revenue and gross profit

Cost of revenue increased 48% for the three months ended September 30, 2021 as compared with the three months ended September 30, 2020. The increase in cost of revenue is 
primarily a result of the cost of PHA-based products representing a significantly larger portion of our total revenue during the third quarter of 2021 compared to the third quarter 
of 2020, as described above. The average cost per pound of PHA-based products sold in the quarter was significantly higher than our PLA-based products due to increasing 
depreciation costs as we place additional production capacity in service and elevated per-unit fixed-cost absorption at our Kentucky Facility as we run these new assets at less 
than full capacity.  Gross margin percentage decreased to negative 2% for the three months ended September 30, 2021 from 28% for the three months ended September 30, 
2020. The decline in our gross profit margin was primarily the result of these fixed costs at the Kentucky Facility. We anticipate that fixed costs, including rent and depreciation, 
will become a smaller portion of our cost of revenue as we scale up production.  We believe Kentucky Facility Phase I will reach its annual run rate capacity of 20 million 
pounds by the end of 2021.

Operating expenses

The increase in selling, general and administrative expense was due primarily to an increase in stock-based compensation expense of $13.6 million primarily related to equity 
awards that were granted in conjunction with the Business Combination and thereafter, as well as $2.3 million in Novomer acquisition-related expenses, an increase of $1.1 
million in legal costs incurred to support our transition to becoming a publicly traded company and the completion of the Novomer acquisition, and an $0.8 million increase in 
property and other insurance costs and increased accrued property taxes associated with our growing asset base. The increase in research and development expense period over 
period was primarily due to an increase in stock-based compensation expense of $1.4 million primarily related to 

23



 
equity awards granted in conjunction with the Business Combination, $1.3 million of R&D expense of Novomer (inclusive of depreciation and amortization), and increased 
compensation and benefits costs related to additional headcount in the research and development areas. 

Gain on remeasurement of private warrants

The gain on our Private Warrants represents a decrease in the fair value of each of the 3.9 million outstanding Private Warrants due primarily to a decrease in the market price of 
our common stock during the three months ended September 30, 2021. 

Interest expense

The decrease in interest expense primarily resulted from the payoff the 2019 Term Loan in January 2021, the settlement of convertible notes into equity in December 2020 and 
the extinguishment of certain loans issued in connection with the New Markets Tax Credit program. This decrease was offset by capitalized interest, associated primarily with 
capital expenditures at our Kentucky Facility, declining to $0.1 million for the three months ended September 30, 2021 from $1.3 million for the three months ended September 
30, 2020. Interest capitalization declined despite continued capital investment due to lower debt levels.

Income tax expense

For the three months ended September 30, 2021 we recorded significant deferred tax liabilities in connection with the acquisition of Novomer. As a result, we expect to realize 
certain of our deferred tax assets to offset these liabilities and we have released the valuation allowance associated with these deferred tax assets. This release of valuation 
allowance has been recorded as a tax benefit in the current period. For the three months ended September 30, 2020, we had no income tax expense or benefit since we were 
maintaining a full valuation allowance against our net deferred tax asset. Our effective tax rates differed from the federal statutory rate of 21% due to our net loss position and 
maintaining a full valuation allowance, other than as noted in connection with the acquisition of Novomer in the current period.

Net income (loss)

We reported net income in the three months ended September 30, 2021 due to an income tax benefit associated with the acquisition of Novomer.  The increase in loss before 
income taxes for the three months ended September 30, 2021 compared with 2020 was primarily attributable to increased selling, general and administrative expenses, partially 
offset by the gain on remeasurement of private warrants, as discussed in the sections above.

Condensed Consolidated Results of Operations for the Nine months ended September 30, 2021 and 2020:

  Nine Months Ended September 30,  
(in thousands)  2021   2020   Change  
Revenue:          

Products  
$ 34,715  

 
$ 31,004   $ 3,711  

Services   6,306    4,302    2,004  
Total revenue   41,021    35,306    5,715  

Cost of revenue   37,786    25,058    12,728  
Gross profit   3,235    10,248    (7,013 )
Gross profit percentage   7.9 %   29.0 %    

Operating expense:          
Selling, general and administrative   55,791    9,178    46,613  
Research and development   11,604    5,565    6,039  
(Gain) loss on sale of assets   33    (9 )   42  

Total operating expenses   67,428    14,734    52,694  
Loss from operations   (64,193 )   (4,486 )   (59,707 )

Nonoperating expense:          
Gain on remeasurement of private warrants   6,435    -    6,435  
Interest expense, net   (668 )   (1,431 )   763  
Gain on forgiveness of debt   1,776    -    1,776  
Loss on loan extinguishment   (2,604 )   -    (2,604 )
Other income, net   170    297    (127 )

Total nonoperating expenses   5,109    (1,134 )   6,243  
Loss before income taxes   (59,084 )   (5,620 )   (53,464 )

Income taxes   11,423    -    11,423  
Net loss  $ (47,661 )  $ (5,620 )  $ (42,041 )
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Revenue

In the first nine months of 2021, PHA-based products represented 29.9% of our total revenue compared to only 7% during the same period in the prior year. Driving this 
increase in product revenue was a 4.5% increase in pounds sold and an approximately 6.7% increase in our weighted average selling price. The $3.7 million increase in product 
revenue was primarily attributable to increases in PHA-based product sales of $9.7 million offset by a decrease in PLA-based product sales of $5.9 million. The increase in 
PHA-based product sales was the result of the continued increase of production capacity at our Kentucky Facility. The decrease in PLA-based product sales was primarily the 
result of some of our PLA customers deciding to increase their inventory levels in 2020 to protect against potential supply chain disruptions that might have arisen due to the 
spread of the COVID-19 virus. Once these higher inventory levels were achieved, certain of these customers slowed their orders beginning in the fourth quarter of 2020. 

The increase in services revenue relates primarily to a $1.9 million increase in revenue from research and development contracts. 

We have four customers that accounted for 60% and 74% of total revenue for the nine months ended September 30, 2021 and 2020, respectively.

Cost of revenue and gross profit

Cost of revenue for the nine months ended September 30, 2021 increased 51% as compared with the nine months ended September 30, 2020. The increase in cost of revenue is 
primarily a result of the cost of PHA-based products representing a significantly larger portion of our total cost of revenue during the 2021 year to date period compared to the 
2020 year to date period. The average cost per pound of PHA-based products sold in the year to date period of 2021 was significantly higher than our PLA-based products due 
to elevated fixed-cost absorption at our Kentucky Facility. We expect our average cost per unit sold to improve as the Kentucky Facility continues to scale up production. 
Included in the increase in cost of revenue was a $3.8 million increase in depreciation expense and a $0.6 million increase in rent expense primarily related to having completed 
the installation of certain assets at the Kentucky Facility and commencing production. We anticipate that rent and depreciation will become a smaller portion of our cost of 
revenue as we continue to scale up PHA production at the Kentucky Facility. Gross margin percentage decreased to 8% for the nine months ended September 30, 2021 from 
29% for the nine months ended September 30, 2020. The decline in our gross profit margin was primarily the result of commencing limited PHA manufacturing activities in 
early 2020 at the Kentucky Facility and the incurrence of associated incremental ramp-up costs, including increased depreciation expense.. In the second quarter of 2021, we 
completed the debottlenecking of the Kentucky Facility and expect that these efforts will allow us to significantly scale production from previous levels, further reducing 
manufacturing costs of PHA based resins on a per pound basis. We believe the debottlenecking also positions us to accelerate production of PHA-based resins towards reaching 
100% of the facility’s current annual run rate capacity of 20 million pounds of PHA-based resins by the end of 2021. 

Operating expenses

The increase in selling, general and administrative expense was due primarily to an increase in stock-based compensation expense of $31.4 million primarily related to equity 
awards that were granted in conjunction with the Business Combination.  Also contributing to the increase were $2.8 million in legal fees incurred to support our transition to 
becoming a publicly-traded company, our acquisition of Novomer in August 2021 and our defense against ongoing litigation; $2.6 million other Novomer deal related expenses; 
an increase of $1.7 million in accounting and auditing fees representing costs incurred to address the financial reporting requirements of becoming a public company; a $1.7 
million increase in property and other insurance costs and increased accrued property taxes associated with our growing asset base; increases in compensation and benefits 
related to hiring additional finance and administrative staff; and incremental operating expenses arising from the inclusion of Novomer in our condensed financials starting in 
mid-August 2021. The increase in research and development expense period over period was primarily attributed to increases in stock-based compensation expense of $3.9 
million primarily related to equity awards granted in conjunction with the Business Combination, $1.3 million of R&D expense of Novomer (inclusive of depreciation and 
amortization), and increased compensation and benefits costs of $1.3 million related to additional headcount in the research and development areas. 

Gain on remeasurement of private warrants

The gain on remeasurement of our Private Warrants represents a decrease in the fair value of each of the 3.9 million outstanding Private Warrants due primarily to a decrease in 
the market price of our common stock during the nine months ended September 30, 2021.

Interest expense

Interest expense decreased primarily due to the payoff of the 2019 Term Loan in January 2021, the settlement of convertible notes into equity in December 2020, and the 
extinguishment of certain loans issued in connection with the New Market Tax Credit program. This decrease was partially offset by capitalized interest declining to $0.3 
million for the nine months ended September 30, 2021 from $1.8 million for the nine months ended September 30, 2020. The interest capitalization primarily relates to the 
purchase, modification and installation of machinery and equipment at the Kentucky Facility and declined due to a reduction in debt balances when comparing the year-to-date 
periods.
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Gain (loss) on loan extinguishment and other income

During the year to date period ended September 30, 2021, we voluntarily paid off our 2019 Term Loan balance of $27.0 million. We recognized a loss of $2.6 million upon this 
extinguishment due to the write-off of unamortized debt issuance costs and prepayment and other fees.

On April 12, 2021, we received notice that our PPP Loan had been forgiven by the Small Business Administration. As a result we have recognized a $1.8 million gain on 
forgiveness of debt, representing principal and interest earned on the balance in escrow, and net of associated fees. This amount was released from escrow during the quarter 
ended June 30, 2021.

Income tax expense

For the nine months ended September 30, 2021, we recorded significant deferred tax liabilities in connection with the acquisition of Novomer. As a result, we expect to realize 
certain of our deferred tax assets to offset these liabilities and have released the valuation allowance associated with these deferred tax assets. This release of valuation 
allowance has been recorded as a tax benefit in the current period. For the nine months ended September 30, 2020, we had no income tax expense or benefit since we were 
maintaining a full valuation allowance against our net deferred tax asset. Our effective tax rate of 14.6% differed from the federal statutory rate of 21% due to our net loss 
position and maintaining a full valuation allowance, other than as noted in connection with the acquisition of Novomer in August 2021.

Net loss

The increase in net loss was primarily attributable to the increase in operating expenses discussed above.

Liquidity and Capital Resources 

Our primary sources of liquidity are currently equity issuances, warrant redemptions and debt financings. We had accumulated deficits of $106.4 million and $58.8 million as of 
September 30, 2021 and December 31, 2020, respectively. As of September 30, 2021, we had $194.2 million in cash and cash equivalents and working capital of $206.4 
million. While we believe we have established an ongoing source of revenue that will be sufficient to cover our ongoing operating costs, we are currently experiencing a period 
of significant capital expenditures resulting from the ongoing expansion and construction of our manufacturing and production facilities. Excluding capitalized interest and 
labor, we have invested $95.4 million in the Phase II expansion through September 30, 2021. In total, we expect to invest $119 million to $121 million in the Kentucky Facility 
by the time it is completed. We plan to break ground on our Bainbridge, Georgia plant construction ahead of schedule in November 2021 and we have started placing orders for 
long-lead time equipment items to mitigate the impacts of ongoing inflation and delivery delays that could result from global supply chain challenges. As of September 30, 
2021, we have invested $11.5 million of capital for the Bainbridge plant, and we expect to invest another $56 million by the end of 2021.  Completion of the Bainbridge facility 
is contingent upon receiving additional financing.  We believe we have adequate liquidity to fund our operations for the next twelve months.

At September 30, 2021, our most significant borrowing facilities are our Subordinated Term Loan and Asset-based Lending Arrangement described below. 

Subordinated Term Loan

In March 2019, we entered into a subordinated credit agreement (“Subordinated Term Loan”) for $10 million in term loans. The term loans mature on February 13, 2024 and 
require monthly interest only payments with the outstanding principal balance due at maturity. After an amendment on March 18, 2021, the base interest rate is the LIBOR plus 
2%. The Subordinated Term Loan provides for “springing” financial covenants including leverage ratio, fixed charge coverage ratio and adjusted EBITDA covenants that apply 
only if Danimer Scientific Holdings, LLC and its subsidiaries have less than $10 million of unrestricted cash on deposits and imposes a maximum capital expenditures limit. 
Our ability to prepay the loan is restricted until after July 1, 2022.

Asset-based Lending Arrangement

On April 29, 2021, we entered into a credit facility with Truist Bank that includes a $20.0 million variable interest rate asset-based lending arrangement and a $1.0 million 
capital expenditure line of credit with customary terms and conditions. These arrangements mature on April 29, 2026. Interest on any borrowings is payable monthly and is 
calculated, at our election, using either a base rate (as defined in the credit agreement) plus an applicable margin of 1.50% for revolving loans and 1.75% for equipment loans, 
or a LIBOR market index rate (“LMIR”) (as defined in the credit agreement) plus an applicable margin of 2.50% for revolving loans and 2.75% for equipment loans. If we 
maintain a trailing twelve month consolidated fixed charge coverage ratio (as defined in the credit agreement) of 1.1:1.0 or better and no event of default exists, then the 
applicable margins for base rate revolving loans and LMIR rate loans are 1.00% and 2.00%, respectively. At September 30, 2021, we had no borrowings outstanding under the 
Asset-based Lending Arrangement. We estimate that out total availability under this arrangement is $14.7 million at September 30, 2021. Through October 29, 2023, as long as 
we maintain undrawn availability of at least $4 million, certain covenant ratio restrictions in the credit agreement do not apply.

Cash Flows for the Nine months ended September 30, 2021 and 2020:

The following table summarizes our cash flows from operating, investing and financing activities:
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For the Nine Months
Ended September 30,  

(in thousands)  2021   2020  
Net cash used in operating activities  $ (47,441 )  $ (10,415 )
Net cash used in investing activities  $ (247,637 )  $ (25,169 )
Net cash provided by financing activities  $ 111,478   $ 32,456  
 
Cash flows from operating activities

Net cash used in operating activities was $47.4 million during the nine months ended September 30, 2021 and was $10.4 million during the comparable period for 2020. The 
period-to-period change was primarily attributable to a $21.5 million net loss after adjustments for non-cash items as well as well as a $15.3 million increase in cash used to 
fund changes in working capital.  

Cash flows from investing activities

For the nine months ended September 30, 2021, we used $96.8 million for the purchase of property, plant and equipment which compares to $25.2 million for the purchase of 
property, plant and equipment for the nine months ended September 30, 2020. During 2021, we commenced a further expansion of the production capacity of our Kentucky 
Facility (Phase II) as well as procurement and construction for the greenfield facility in Georgia.  We also had a net cash expenditure of $151.2 million for the acquisition of 
Novomer, as described above.

Cash flows from financing activities

For the nine months ended September 30, 2021, net cash provided by financing activities was $111.5 million which consisted primarily of:
· Net proceeds from warrant exercises of $138.2 million,
· Repayments of debt of $27.1 million, and 
· Proceeds from the exercise of stock options of $2.7 million.

This compares to net cash provided by financing activities of $32.5 million for the nine months ended September 30, 2020 which consisted of:
· Proceeds of $29 million from the issuance of common stock, net of issuance costs, and 
· Proceeds from issuance of long term debt of $4.4 million.

Off-balance Sheet Arrangements

At September 30, 2021, we do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, 
changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that are material to investors. The term “off-
balance sheet arrangement” generally means any transaction, agreement, or other contractual arrangement to which an unconsolidated entity is a party, under which we have 
any obligation arising under a guarantee contract, derivative instrument, or variable interest or a retained or contingent interest in assets transferred to such entity or similar 
arrangement that serves as credit, liquidity, or market risk support for such assets.

Currently we do not engage in off-balance sheet financing arrangements.

Emerging Growth Company Status

We are an emerging growth company (“EGC”), as defined in the JOBS Act, which currently exempts us from the requirement to receive an auditor's report over our internal 
controls over financial reporting in our Annual Reports on Form 10-K as well as from certain disclosures in our Definitive Proxy Statements on Form DEF14A.

Since the market value of our outstanding securities held by non-affiliates on June 30, 2021 exceeded $700 million, we expect to be deemed a “large accelerated filer,” as 
defined by the SEC, on January 1, 2022. As a result, our Form 10-K for the year ending December 31, 2021 will be subject to auditor attestation over our internal controls over 
financial reporting as required by Section 404(b) of the Sarbanes-Oxley Act. Compliance with Section 404(b) will require a significant amount of management's time, and we 
plan to make material expenditures on information technology, process improvement, headcount additions, and consulting expense in order to comply by the end of this year. 
There can be no assurance that we will succeed in these efforts, and if we do not, the disclosure of one or more material weaknesses is possible. In such a case, the market value 
of our common stock could be negatively affected. 

As a large accelerated filer, we will also have to file a more expansive Definitive Proxy Statement on Form DEF14A, which will require additional time and expense as well.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

As a smaller reporting company, as defined in Rule 12b-2 under the 1934 Act, as amended, for this reporting period, we are not required to provide the information required 
under this item.
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Item 4. Controls and Procedures

Limitations on Effectiveness of Controls and Procedures

Our management, including the Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls can prevent all errors and all fraud. A control 
system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. There are inherent 
limitations in all control systems, including the realities that judgments in decision-making can be faulty and that breakdowns can occur because of simple error or mistake. 
Additionally, controls can be circumvented by the individual acts of one or more persons. The design of any system of controls also is based in part upon certain assumptions 
about the likelihood of future events, and, while our disclosure controls and procedures are designed to be effective under circumstances where they should reasonably be 
expected to operate effectively, there can be no assurance that any design will succeed in achieving its stated goals under all potential conditions. Because of the inherent 
limitations in any control system, misstatements due to error or fraud may occur and not be detected.

Evaluation of Disclosure Controls and Procedures

On August 11, 2021, we completed the acquisition of Novomer, Inc. (“Novomer”). SEC guidance permits management to exclude acquisitions from their assessment of internal 
control over financial reporting during the first year of an acquisition. In conducting our evaluation of the effectiveness of our internal control over financial reporting, we 
excluded Novomer in our evaluation during the three-month period ended September 30, 2021. We are in the process of incorporating Novomer into our system of internal 
control over financial reporting.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and procedures as of 
the end of the period covered by this Quarterly Report on Form 10-Q. Our management and our Chief Executive Officer and Chief Financial Officer concluded that our 
disclosure controls and procedures were effective in providing them with material information relating to the Company and its consolidated subsidiaries required to be disclosed 
in the reports we file or submit under the 1934 Act.

Changes in Internal Control over Financial Reporting

In connection with correcting our accounting for equity and liability instruments (including the Private Warrants assumed by us as part of the Business Combination), we have 
implemented additional review procedures, additional training and enhancements to the accounting policy related to the accounting for equity and liability instruments 
(including those with warrants) to determine proper accounting in accordance with U.S. GAAP (e.g., determination whether liability or equity classification and measurement is 
appropriate).  

There were no other changes in our internal control over financial reporting, as identified in connection with the evaluation required by Rule 13a-15(d) and Rule 15d-15(d) of 
the 1934 Act, that occurred during the period ended September 30, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control over 
financial reporting.

PART II—OTHER INFORMATION

Item 1. Legal Proceedings

On May 14, 2021 a class action complaint was filed by Darryl Keith Rosencrants in the United States District Court for the Eastern District of New York, on May 18, 2021, a 
class action complaint was filed by Carlos Caballeros in the United States District Court for the Middle District of Georgia, on May 18, 2021 a class action complaint was filed 
by Dennis H. Wilkins also in the United States District Court for the Middle District of Georgia, and on May 19, 2021, a class action complaint was filed by Elizabeth and John 
Skistimas in the United States District Court for the Eastern District of New York. Each plaintiff or plaintiffs brought the action individually and on behalf of all others similarly 
situated against the Company and/or Stephen E. Croskrey, John A. Dowdy, III, John P. Amboian, Richard J. Hendrix, Christy Basco, Philip Gregory Calhoun, Gregory Hunt, 
Isao Noda and Stuart W. Pratt (collectively, “Defendants”). 

The alleged class varies in each case but covers all persons and entities other than Defendants who purchased or otherwise acquired securities of the Company between October 
5, 2020 and May 4, 2021 (the “Class Period”). Plaintiffs are seeking to recover damages caused by Defendants’ alleged violations of the federal securities laws and to pursue 
remedies under Sections 10(b) and 20(a) of the 1934 Act and Rule 10b-5 promulgated thereunder. The complaints are substantially similar and are each premised upon various 
allegations that throughout the Class Period, Defendants made materially false and misleading statements regarding, among other things, the Company’s business, operations 
and compliance policies.    

Plaintiffs seek the following remedies: (i) determining that the lawsuits may be maintained as class actions under Rule 23 of the Federal Rules of Civil Procedure, (ii) certifying 
a class representative, (iii) requiring Defendants to pay damages allegedly sustained by plaintiffs and the class members by reason of the acts alleged in the complaints, and (iv) 
awarding pre-judgment and post-judgment interest as well as reasonable attorneys’ fees, expert fees and other costs. 
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On July 29, 2021, the Georgia court transferred the Georgia cases to New York, and all four class actions have been consolidated into a single lawsuit in the Eastern District of 
New York. We expect a consolidated amended class action complaint will be filed by December 17, 2021 and if so, the Defendants intend to file motion to dismiss.

On May 24, 2021, a shareholder derivative lawsuit was filed in the Court of Chancery of the State of Delaware by Richard Delman on behalf of the Company, alleging breach of 
fiduciary duty against the Company’s directors. On October 6, 2021, a shareholders derivative lawsuit was filed in the United States District Court for the District of Delaware 
by Ryan Perri on behalf of the Company, alleging breach of fiduciary duty against the Company’s directors. Both derivative lawsuits have been stayed pending the outcome of 
Defendants’ intended motion to dismiss the securities class actions.  These derivative complaints repeat certain allegations which are already in the public domain. Defendants 
deny the allegations of the complaints, believe the lawsuits are without merit and intend to defend them vigorously.

Item 1A. Risk Factors

There have been no material changes in our risk factors from those disclosed in Part I, Item 1A. of our Annual Report on Form 10-K/A for the year ended December 31, 2020 
and Item 1A. of our Quarterly Report on Form 10-Q for the period ended June 30, 2021.

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

None.

 

Item 6. Exhibits

Exhibit
Number   Description

2.1  Agreement and Plan of Merger, dated July 28, 2021, by and among the Company, Sunshine Merger Corp., a Delaware corporation and an indirect wholly-
owned subsidiary of the Company, Novomer, Inc., a Delaware corporation, and Shareholder Representative Services LLC, a Colorado limited liability company 
(incorporated by reference to Exhibit 3.1 to the Current Report on Form 8-K (Commission File No. 001-39280) filed on August 3, 2021).

10.1  Amended and Restated Employment Agreement, dated as of July 23, 2021, between the Company and Stephen E. Croskrey (incorporated by reference to 
Exhibit 10.1 to the Current Report on Form 8-K (Commission File No. 001-39280) filed on July 29, 2021).

10.2  Performance Stock Agreement, dated July 23, 2021, between the Company and Stephen E. Croskrey (incorporated by reference to Exhibit 10.2 to the Current 
Report on Form 8-K (Commission File No. 001-39280) filed on July 29, 2021).

10.3  Stock Option Agreement, dated July 23, 2021, between the Company and Stephen E. Croskrey (incorporated by reference to Exhibit 10.3 to the Current Report 
on Form 8-K (Commission File No. 001-39280) filed on July 29, 2021).

10.4  Letter Agreement, dated August 12, 2021, between the Company and Stuart Pratt (incorporated by reference to Exhibit 10.4 to the Quarterly Report on Form 
10-Q (Commission File No. 001-39280) filed on August 16, 2021).

31.1*   Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to 
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*   Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1*   Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the 

Sarbanes-Oxley Act of 2002.
101.INS   Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because XBRL tags are embedded within the Inline 

XBRL document.
101.SCH  Inline XBRL Taxonomy Extension Schema Document
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE  Inline XBRL Taxonomy Extension Presentation Linkbase Document
104  Cover Page Interactive Data File (embedded within the Inline XBRL document)
 
*       Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto 
duly authorized.
 
    Danimer Scientific, Inc.
        
Date: November 15, 2021   By: /s/ Stephen E. Croskrey
      Stephen E. Croskrey
      Chief Executive Officer 
      (Principal Executive Officer)
    
Date: November 15, 2021   By: /s/ John A Dowdy, III
   John A Dowdy, III
   Chief Financial Officer
   (Principal Financial Officer and Principal Accounting Officer)
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Exhibit 31.1

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

 
I, Stephen E. Croskrey, certify that:
  
1. I have reviewed this Quarterly Report on Form 10-Q of Danimer Scientific, Inc.;

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

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

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

   
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared;

   
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles;

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

  
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the 

registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and

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

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

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

  

Date: November 15, 2021 By: /s/ Stephen E. Croskrey

    Stephen E. Croskrey

    Chief Executive Officer
    (Principal Executive Officer)
 

 
 



 
Exhibit 31.2

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

  
I, John A. Dowdy, III, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q of Danimer Scientific, Inc.;

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

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

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

   
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared;

   
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles;

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

  
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the 

registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and

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

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

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

 
   
Date: November 15, 2021 By: /s/ John A. Dowdy, III
    John A. Dowdy, III
    Chief Financial Officer
    (Principal Financial Officer)
  
 

 
 



 
 

Exhibit 32.1
  

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
 PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)
  

I, Stephen E. Croskrey, certify, as of the date hereof, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that this 
Quarterly Report of Danimer Scientific, Inc. on Form 10-Q for the fiscal quarter ended September 30, 2021 fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents in all material respects the financial condition and results of operations of 
Danimer Scientific, Inc. at the dates and for the periods indicated.
  
Date: November 15, 2021
  
  By: /s/ Stephen E. Croskrey
    Stephen E. Croskrey

    Chief Executive Officer
(Principal Executive Officer)

  
I, John A. Dowdy, III, certify, as of the date hereof, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that this 
Quarterly Report of Danimer Scientific, Inc. on Form 10-Q for the fiscal quarter ended September 30, 2021 fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents in all material respects the financial condition and results of operations of 
Danimer Scientific, Inc. at the dates and for the periods indicated.
  
Date: November 15, 2021
  
  By: /s/ John A. Dowdy, III
    John A. Dowdy, III

    Chief Financial Officer
(Principal Financial Officer)

  
A signed original of this written statement required by Section 906 has been provided to Danimer Scientific, Inc. and will be retained by Danimer Scientific, Inc. and furnished 
to the Securities and Exchange Commission or its staff upon request.
  
 

 




