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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended September 30, 2014

OR

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

For the transition period from to

Commission file number: 001-36481

ASPEN AEROGELS, INC.

(Exact name of registrant as specified in its chaer)

Delaware 04-3559972
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

30 Forbes Road, Building B

Northborough, Massachusetts 01532
(Address of principal executive offices (Zip Code)

Registrant’s telephone number, including area codeg508) 691-1111

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @aocelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated file [J Accelerated filel O

Non-accelerated file (Do not check if a smaller reporting compa Smaller reporting compar [



Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yes[ No

As of October 31, 2014, the registrant had 22,982 shares of common stock outstanding.
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Trademarks, Trade Names and Service Marks

We own or have rights to use “Aspen Aerogels,” “&@ygl,” “Pyrogel,” “Spaceloft,” the Aspen Aerogetsgb and other trademarks,
service marks and trade names of Aspen Aerogeksaajoy in this quarterly report on Form 10-Q. Spfer convenience, the trademarks,
service marks and trade names referred to in ¢pisrt are without th& and TM symbols, but such references are not intttaéndicate, in
any way, that the owner thereof will not asserthefullest extent under applicable law, such avengghts to these trademarks, service mark
and trade names. This report contains additioadetmarks, service marks and trade names of othguarties, which, to our knowledge, are
the property of their respective owne
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PART | — FINANCIAL INFORMATION

ltem 1. Financial Statements.
ASPEN AEROGELS, INC.
Consolidated Balance Sheets

(Unaudited)

Assets
Current asset:
Cash
Accounts receivable, net of allowance for doubfttounts
Inventories
Prepaid expenses and other current a:
Total current asse
Property, plant and equipment, |
Other asset
Total asset

Liabilities and Stockholders’ Equity (Deficit)
Current liabilities:

Subordinated note

Convertible notes, current portis

Capital leases, current porti

Revolving line of credi

Accounts payabl

Accrued expense

Deferred revenu

Other current liabilitie:

Total current liabilities
Senior convertible note
Convertible notes, excluding current port
Capital leases, excluding current port
Other lon¢-term liabilities

Total liabilities
Commitments and contingencies (Note
Stockholder' equity (deficit):

Series C convertible preferred stock, $0.00001lvphre; no shares authorized, issued and outstar
at September 30, 2014; 116,024,242 shares autlp8®eD00 shares issued and outstanding at
December 31, 201

Series B convertible preferred stock, $0.00001vphre; no shares authorized, issued and outstanding
at September 30, 2014; 1,601,053 shares authoitmesid and outstanding at December 31, .

Series A convertible preferred stock, $0.00001vaéue; no shares authorized, issued and outstar
at September 30, 2014; 5,284,347 shares authoisseaid and outstanding at December 31, .

1

September 3C
2014

December 31

2013

(In thousands, excep
share and per share data

$ 53,65 $ 1,57«
20,067 18,76:
6,34¢ 6,89:

1,02t 791
81,09: 28,01¢
65,87¢ 62,02:

22t 191

$ 147,19 $ 90,23
$ — $ 17,30¢
— 43t

76 75

— 1,00(

14,73¢ 7,114
4,70¢ 4,81«

1,44( 59¢

50 50

21,00% 31,38¢

— 28,13t

— 91,43¢

10€ 165

1,031 1,071
22,14¢ 152,19¢
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Preferred stock, $0.00001 par value; 5,000,000eshauthorized, no shares issued and outstanding at
September 30, 2014; no shares authorized, issukdustanding at December 31, 2(

Common stock, $0.00001 par value; 125,000,000 stearthorized, 23,000,000 shares issued and
22,992,273 outstanding at September 30, 2014; @35Rares authorized, 3,137 shares issued and
outstanding at December 31, 2(

Treasury stock, at cost; 7,727 shares at Septed@¥h@014 and 0 shares at December 31, :

Additional paic-in capital

Accumulated defici

Total stockholder equity (deficit)
Total liabilities and stockholde’ equity (deficit)

See accompanying notes to unaudited consolidataddial statements.

2

September 3C December 31

2014 2013

(In thousands, excep
share and per share data

521,41 270,79

(396,36 (332,760
125,05( (61,96¢)

$ 147,19 $ 90,23
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ASPEN AEROGELS, INC.

Consolidated Statements of Operations

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(in thousands, except share and per share dat
Revenue
Product $ 24,58¢ $ 20,83 $ 71,97 $ 58,80«
Research service 84¢ 1,04 2,44( 3,05¢
Total revenue 25,431 21,88( 74,41¢ 61,86
Cost of revenue
Product 19,92¢ 17,76¢ 61,31¢ 53,25¢
Research service 43¢ 531 1,25¢ 1,457
Gross profit 5,072 3,58( 11,84« 7,15(C
Operating expense
Research and developm 1,25¢ 1,383 4,461 3,801
Sales and marketir 2,21 2,50¢ 7,871 6,98
General and administratiy 3,96¢ 4,35 12,89 9,69:
Total operating expens 7,431 8,24¢ 25,22¢ 20,47¢
Loss from operation (2,365 (4,66%) (13,387 (13,329
Other income (expense
Interest expens 47 (8,039 (50,225 (20,297
Gain on extinguishment of convertible no — — — 8,89¢
Loss on exchange of convertible na — — — (5,699
Costs associated with postponed public offe — — — (247)
Total other expense, n (47 (8,039 (50,225 (17,337
Net loss $ (2,412 $ (12,709 $ (63,607  $(30,66()
Net income (loss) attributable to common stockhis $ (2,412) $ (12,709 $ (63,60) $ 2,19¢
Net income (loss) attributable to common stockhqeer share
Basic $ (0.10 $(4,049.4) $ (7.26)  $700.0¢
Diluted $ (0.10) $(4,049.4) $ (7.26) $674.1(
Weightec-average common shares outstand
Basic 22,997,06 3,13 8,762,86! 3,13
Diluted 22,997,06 3,137 8,762,86! 3,25¢

See accompanying notes to unaudited consolidataddial statements.

3
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ASPEN AEROGELS, INC.
Consolidated Statements of Cash Flows

(Unaudited)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Depreciation and amortizatic
Loss on disposal of asst
Debt issuance costs and -cash interest expens
Write-off of costs associated with postponed public driifg
Accretion of debt to fair valu
Gain on extinguishment of convertible no
Loss on exchange of convertible na
Issuance of Series C preferred stock warrantsrimection with senior convertible not
Stock compensation exper
Other
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued expense
Deferred revenu
Other liabilities
Net cash provided by (used in) operating activi
Cash flows from investing activitie
Capital expenditure
Net cash used in investing activiti
Cash flows from financing activitie
Borrowings under line of cred
Repayments under line of cre
Proceeds from issuance of l-term debi
Repayment of borrowing under Ic-term debt
Financing cost
Repayment of obligations under capital le
Proceeds from initial public offerir
Proceeds from issuance of common st
Net cash provided by financing activiti
Net increase in cas
Cash at beginning of peric
Cash at end of peric

Nine Months Ended

September 30
2014 2013
(In thousands)
$(63,607)  $(30,66()
7,692 7,431
15 —
47 98¢
— 241
50,01 8,43:
— (8,89¢)
— 5,691
— 10,67
7,39¢ 3,921
(32 (84)
(1,308) (1,186
5472 (1,422)
(349) (312)
778 (3,097
(109 1,21¢
84t (97€)
— (6,000
1,93( (14,02¢)
(4,610 (1,676
(4,610 (1,676)
4,50( 18,42¢
(5,500 (19,766
— 18,50(
(18,849 —
(47) (864)
(61) (31)
74,71 —

2 —
54,751 16,26
52,07 567

1,574 1,34
$ 53,65 $ 1,91(
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Supplemental disclosures of cash flow informat

Interest paic
Income taxes pai

Supplemental disclosures of r-cash activities
Conversion of convertible and senior convertibleesdo common stoc

Unpaid initial public offering cost

Accrued dividends on preferred stc

Changes in redemption value of redeemable conleiteferred stoc

Reclassification of redeemable convertible prefkstck from temporary to permanent eq
Changes in accrued capital expenditt

Capitalized interes
Capital least

See accompanying notes to unaudited consolidataddial statements.

5

Nine Months Ended

September 30,
2014 2013
(In thousands)
$ 166 $ 21t
$ — $ —
$168,51. $ —
$ — $ —
$ — $ 99
$ —  $(86,16)
$ — $ (1,08%)
$ 6847 $ (170
$ 34 % 45
$ 5 ¢ —
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ASPEN AEROGELS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

(1) Description of Business and Basis of Presentati
Nature of Busines:

Aspen Aerogels, Inc. (collectively with its subsides, the Company) is an energy technology compaatydesigns, develops and
manufactures innovative, high-performance aeragellation. The Company also conducts research emelapment related to aerogel
technology supported by funding from several agesof the U.S. government and other institutiorthéform of research and development
contracts.

Unaudited Interim Financial Information

The accompanying unaudited interim consolidatedrfaial statements include the accounts of the Cagnpad have been prepared in
accordance with accounting principles generallyepted in the United States of America (U.S. GAAR] eegulations of the Securities and
Exchange Commission (the SEC) regarding interirarfaial reporting. Certain information and discl@sunormally included in the
consolidated financial statements prepared in aegae with U.S. GAAP have been condensed or oniittesliant to such rules and
regulations. As such, the information includedhis tquarterly report on Form 10-Q should be reacbimunction with the audited consolidated
financial statements and accompanying notes foydlae ended December 31, 2013 included in our padsp dated June 12, 2014 and filed
with the SEC pursuant to Rule 424(b) under the StesiAct of 1933, as amended, on June 16, 201elRrospectus).

In the opinion of the Company’s management, thaiditeéd interim consolidated financial statementgehaeen prepared on the same
basis as the audited consolidated financial statésrand include all adjustments that are of a nbrewurring nature and necessary for the fair
statement of the Company’s financial position aSepptember 30, 2014 and the results of its operafiar the three months and nine months
ended September 30, 2014 and 2013 and the cash fitosthe nine month period then ended. The Compasyevaluated events through the
date of this filing.

The results of operations for the three and ninathmended September 30, 2014 are not necesswatibative of the results to be
expected for the year ending December 31, 2014yother period.

There have been no changes to our significant aticaupolicies described in the Prospectus thaelead a material impact on our
consolidated financial statements and notes thefditntercompany balances and transactions haemteliminated in consolidation.

Reclassificatior

The December 31, 2013 balance sheet reflects anfili@n reclassification of the Company’s saleturas reserve from a component of
accrued expenses to a reduction of accounts rdzteje$0.1 million reclassification of other asstet prepaid expenses and other current €
and a reclassification of $0.1 million of other ¢pterm liabilities to other current liabilities tmnform to the current period’s presentation. The
change has no impact on the results of operations.

(2) Initial Public Offering

On June 18, 2014, the Company completed an ipitilic offering (an IPO) of 7,500,000 shares otitsnmon stock at a public offering
price of $11.00 per share. The Company receivegmeeeds of $74.7 million after deducting undetingi discounts and commissions of $4.3
million and other offering expenses of approximat3.5 million. Upon the closing of the offerind| af the Company’s then-outstanding
(i) warrants to purchase Series C preferred silok,“Series C warrants”) were subject to an autameet cashless exercise, (ii) convertible
preferred stock (including the shares of Seriesefepred stock issued upon the automatic net csslebeercise of Series C warrants)
automatically converted into 115,982 shares of comstock, and (iii) Convertible Notes (see nota¥) Senior Convertible Notes (see not
automatically converted into 15,319,034 sharesafroon stock.

Prior to the closing of the offering, the Compaynpleted a 1-for-824.7412544 reverse stock spltsafommon stock. All common
shares and related per share amounts in the falestatements and notes have been adjusted régredndo reflect the reverse stock split.

6
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Upon the closing of the IPO, the Company amendedestated its certificate of incorporation. Theatmumber of shares of all classe
stock which the Company has the authority to i$sud&0,000,000 shares, consisting of 125,000,086eshof common stock, par value
$0.00001 per share (the common stock) and 5,00&08@s of preferred stock, par value $0.0000EIpare (the preferred stock).

2014 Employee, Director and Consultant Equity Indare Plan

Upon completion of the IPO, the Company adopte@®81e} Employee, Director and Consultant Equity itise Plan (the 2014 Equity
Plan). Under the 2014 Equity Plan, the Company grant incentive stock options, non-qualified stogkions, restricted stock, unrestricted
stock and other stock-based awards. Stock optindsruihe plan are to be granted with an exercise piot less than the fair market value of
the Company’s common stock at the date of grant.

(3) Significant Accounting Policies
Use of Estimates

The preparation of the consolidated financial stegets requires the Company to make a humber ohates and assumptions that affect
the reported amounts of assets and liabilitiebetiate of the consolidated financial statemendstiag reported amounts of revenues and
expenses during the reporting period. Significterhs subject to such estimates and assumptiongimelllowances for doubtful accounts,
inventory valuation, the carrying amount of progead equipment, fair value of debt and capitatiststock-based compensation and deferre
income taxes. The Company evaluates its estimatbagsumptions on an on-going basis using histariqeerience and other factors,
including the current economic environment, whicbélieves to be reasonable under the circumstaMasagement adjusts such estimates
and assumptions when facts and circumstanceselitiiaquid credit markets, volatile equity marketsd declines in business investment
increase the uncertainty inherent in such estimatdsassumptions. As future events and their effemtnot be determined with precision,
actual results could differ significantly from tleesstimates. Changes in these estimates resuitingdontinuing changes in the economic
environment will be reflected in the financial staents in future periods.

Cash

Cash balances are maintained with a major finaicsiikution in North America. Deposits with thiséncial institution exceed the
amount of insurance provided on such deposits.

Fair Value of Financial Instruments

Fair value is an exit price that represents thelarhthat would be received from the sale of antamspaid to transfer a liability in an
orderly transaction between market participantsobdingly, fair value is a market-based measurentgitshould be determined based on
assumptions that market participants would useiging an asset or liability. The Company disclogesmanner in which fair value is
determined for assets and liabilities based omeetliered fair value hierarchy. The hierarchy satfle quality and reliability of the information
used to determine the fair values. The three leseisputs described in the standard are:

Level 1  Quoted prices in active markets for identical assetiabilities.

Level 2  Observable inputs, other than Level 1 prices,Herassets or liabilities, either directly or inditg, for substantially the
full term of the assets or liabilitie

Level 3 Unobservable inputs that are supported by littlammarket activity and that are significant to thaie value of the
assets or liabilities

Under the Fair Value Option Subsections of Findns@ounting Standards Board (FASB) ASC Subtopib-8D, Financial Instruments
— Overall, the Company has the irrevocable option to repast financial assets and financial liabilitiesaat value on an instrument by
instrument basis, with changes in fair value regmbit earnings each reporting period. As a redwdtexrting this option, the Company had
recorded its Subordinated Notes, Senior Converhloites and Convertible Notes at fair value in otdemeasure these liabilities at amounts
that more accurately reflect the economics of thesttuments (see notes 7, 8 and 9).

7
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During the nine months ended September 30, 20148December 31, 2013, the Company valued its Siifeted Notes, Senior
Convertible Notes and Convertible Notes utilizingvel 3 inputs.

Stoclk-based Compensation

Stock-based compensation cost is measured atdne dpite based on the fair value of the award. Esgés recognized on a straight-line
basis over the requisite service period for all @savith service conditions. For performance-basedrds, the grant date fair value is
recognized as expense when the condition is prel#tbeing achieved, and then on a graded basislwweequisite service period. The
Company uses the Black-Scholes option-pricing mamdetermine the fair value of service-based asjaxthich requires a number of complex
and subjective assumptions including fair valu¢ghefunderlying security, the expected volatilitytloé underlying security, a risk-free interest
rate, the expected term of the option and the itorke rate. For performance-based stock optiongeigsiuring the year ended December 31,
2013, the Company used a Monte Carlo simulationghtadestimate the number of options the Compapgeted to remain outstanding and
eligible for vesting upon completion of an IPO. Timulation model was based on a number of comgdsxmptions including the terms of
performance condition, the expected value of themm@any’s common stock at the time of its IPO, thpeted time from the date of grant to its
IPO, and expected volatility. The compensation obshese performance-based options was deternpecultiplying the Black-Scholes
estimate of grant date fair value by the percentdgmtions expected to remain outstanding andéidor vesting upon completion of the
Company'’s IPO. As a result of the closing of th®]fhe Company recorded $5.6 million of stock-basmupensation related to these
performance-based awards during the nine monthsdeBdptember 30, 2014.

Upon the completion of the IPO, the Company iss816 shares of restricted common stock with gmeggate value at issuance of
approximately $0.7 million to its noamployee directors. In September 2014 the Compssued 318,517 restricted common stock units (F
and non-qualified stock options (NSO) to purcha34,@18 shares of common stock to employees undetGh4 Equity Plan. The RSUs and
NSOs will vest over a four year period for certaimployees and over a three year period for oth@l@maes.

Earnings per Share

Prior to the IPO, net income (loss) per commoneskas calculated using the two-class method, wikielm earnings allocation formula
that determines net income (loss) per share fohdtaers of the Company’s common shares and paaticig securities. Prior to their
conversion to common stock at the time of the CamwijzalPO, the Company’s Series A preferred stoekjes B preferred stock and Series C
preferred stock warrants contained participatights in any dividend to be paid by the Companydidlérs of its common shares and were
deemed to be participating securities. Net incoliogs] available to common shareholders and paaticig securities was allocated to each
share on an as-if-converted basis as if all oetimmings for the period had been distributed. Tdréigpating securities did not include a
contractual obligation to share in losses of thenGany and were not included in the calculationetiflass per share in the periods that have a
net loss.

Diluted net income (loss) per share is computedgudie more dilutive of (a) the two-class methad) the if-converted method. The
Company allocates net income (loss) first to preféstockholders and holders of warrants to puecpasferred stock based on dividend rights
and then to common, preferred stockholders anépexf warrant holders based on ownership inter€stsweighted-average number of
common shares included in the computation of dilutet income (loss) gives effect to all potentiailutive common equivalent shares,
including outstanding stock options and warrantan@ion equivalent shares are excluded from the ctatipn of diluted net income (loss) |
share if their effect is antidilutive.

Subsequent to the IPO, the Company calculatesoetrie (loss) per common share based on the weightadge number of common
shares outstanding during each period. Potentrahwon stock equivalents are determined using tlesty stock method. The weighted-
average number of common shares included in thguatation of diluted net income (loss) gives effiecall potentially dilutive common
equivalent shares, including outstanding stockomsti restricted common stock units and warrantsr@on equivalent shares are excluded
from the computation of diluted net income (loss) ghare if their effect is antidilutive.

Segment:

Operating segments are identified as componerds ehterprise about which discrete financial infation is available for evaluation by
the chief operating decision maker when makingsiess on how to allocate resources and assesgmarioe. The Comparng/chief operatin
decision maker is the Chief Executive Officer. Tampany’s chief operating decision maker reviewssotidated operating results to make
decisions about allocating resources and assegsifigrmance for the entire Company. The Companyviés operations and manages its
business as one operating segment.



Table of Contents

Information about the Company’s revenues, baseshgpment destination or services location, is presgin the following table:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
(In thousands)
Revenue

u.s. $ 8,06¢ $ 9,22¢ $25,50: $22,43¢
Internationa 17,36¢ 12,65: 48,91: 39,42¢
Total $25,43" $21,88( $74,41" $61,86!

Recently Issued Accounting Standar

In May 2014, the FASB issued Accounting Standardddtie (ASU) 2014-0Revenue from Contracts with Customefhie standard will
eliminate the transaction- and industry-specificeraue recognition guidance under current U.S. GAAR replace it with a principle based
approach for determining revenue recognition. Ruddtitities are required to apply the revenue reitiogrstandard for annual reporting period
beginning on or after December 15, 2016, includinigrim periods within that annual reporting peri&arly application is not permitted. The
Company has not yet selected a transition methddsaevaluating the effect that the updated stahdélt have on its consolidated financial
statements and related disclosures.

In August 2014, the FASB issued ASU 2014-RBEsentation of Financial Statements — Going CamcBisclosure of Uncertainties
about an Entity’s Ability to Continue as a Goingr€ern.The standard requires an entity’s management to&eawhether there are
conditions or events that raise substantial dohbutaithe entity’s ability to continue as a goingncern within one year after the date that the
financial statements are issued. Public entities@quired to apply standards for annual reporigripds ending after December 15, 2016, anc
interim periods thereafter. Early application ismpigted. The Company is evaluating the impact & gtandard on its consolidated financial
statements.

From time to time, new accounting pronouncemeressaued by the FASB or other standard settingdsoaind adopted by the Company
as of the specified effective date. Unless othexwliscussed, the Company believes that the impaetently issued standards that are not ye
effective will not have a material impact on itsdncial position or results of operations upon édop

(4) Inventories
Inventories consist of the following:

September 3C December 31
2014 2013
(In thousands)
Raw materials $ 3,52¢ $ 2,81
Finished good 2,82¢ 4,07¢
Total $ 6,34¢ $ 6,892
(5) Property, Plant and Equipment, Net
Property, plant and equipment consist of the foitauy
September 3C December 31
Useful
2014 2013 life
(In thousands)
Construction in progres $ 16,20¢ $ 6,171 —
Buildings 16,30: 16,30: 30 years
Machinery and equipme 78,67 77,46¢ 5-10 year
Computer equipment and softwe 5,50¢ 5,29¢ 3 years
Total 116,69: 105,24
Accumulated depreciatic (50,819 (43,22)
Property, plant and equipment, | $ 65,87¢ $ 62,02
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Depreciation expense was $7.6 million and $7.4ionilfor the nine months ended September 30, 20d426t3, respectively.

Construction in progress totaling $16.2 million &&12 million at September 30, 2014 and Decembg@13, respectively, related
primarily to capital projects at the Company’s ni@gturing facility in East Providence, RI.

(6) Accrued Expenses
Accrued expenses consist of the following:

September 3C December 31
2014 2013
(In thousands)
Employee compensation and related te $ 4,00¢ $  3,92¢
Other accrued expens 69¢ 88¢
Total $ 4,70¢ $ 4,81

(7) Subordinated Notes

As of December 31, 2013, Subordinated Notes of3dillion were classified as a current liability. June 2014, the Company used a
portion of the net proceeds from the initial puldftering discussed in note 2 to repay $18.8 milla$ the original principal balance and
accrued interest on the Subordinated Notes. Asré 20, 2014, all obligations under the Suborduh&ietes had been paid in full.

The Company elected the fair value option for thb@dinated Notes and recorded the instrumeniratdéue. The fair value of the
Subordinated Notes was determined by analysiseoéthount to be paid on the notes at the occurreincertain events in which the
Subordinated Notes would be repaid to the noteslsecash. The probability weighted discountechdlmvy analysis utilized assumptions
related to the probability of the occurrence ofteatthe various events and appropriate discouasfar each of the scenarios.

At September 30, 2013, the valuations were caledlat an implied discount of approximately 20% wmde weighted as follows:
repayment prior to maturity on June 30, 2014, 2a8f%6 repayment at maturity on September 30, 201%, 8here would not be a material
difference if the weightings were increased or dased by 10%. At September 30, 2013, the aggréaismlue of the Subordinated Notes \
determined to be $16.5 million, with an aggregatpaid principal balance totaling $14.4 million.

At December 31, 2013, the valuations were calcdlatean implied discount of approximately 20% aretewveighted as follows:
repayment prior to maturity on June 30, 2014, 2886 repayment at maturity on September 30, 201%, 8here would not be a material
difference if the weightings were increased or dased by 10%. At December 31, 2013, the aggregateaiue of the Subordinated Notes was
determined to be $17.3 million, with an aggregatpaid principal balance totaling $15.9 million.

On June 20, 2014, the aggregate fair value of thm&linated Notes was determined to be $18.8 miliod the notes were repaid in full.
10
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The following table presents a roll-forward of flag value of Level 3 (significant unobservable utg) Subordinated Notes for the nine
months ended September 30, 2014 and 2013 (in thdska

Balance at December 31, 20 $ 17,30¢
Change in fair value included in interest expe 1,54:
Repaymen (18,849
Balance at September 30, 2( $ —

Balance at December 31, 20 $ 13,53t
Change in fair value included in interest expe 2,99/
Balance at September 30, 2( $ 16,52¢

(8) Senior Convertible Notes
Senior Convertible Notes consist of the following:

September 3C December 31
2014 2013
(In thousands)
March 2013 Investor Note $ — $ 24,48
March 2013 Arcapita Note — 3,651
Total Senior Convertible Note $ = $ 28,13¢

Effective March 28, 2013, the Company entered &idote and Warrant Purchase Agreement (March 20A®) Muthorizing the issuan
of $22.5 million of Senior Subordinated Convertibletes (the March 2013 Investor Notes) and Seniwo8&linated Arcapita Notes (the Mal
2013 Arcapita Notes) (collectively, the Senior Certible Notes). At each closing under the March2BPA, the Company issued warrants to
purchase shares of a newly created Series C RrdfBtock (the Series C) based on the principahbalaf Senior Convertible Notes issued to
each purchaser. The Company determined that thesSewarrants, which were subject to net shatessnt, were equity classified.
Collectively, the warrants issued pursuant to therd1 2013 NPA were exercisable for Series C steeal to 85.7% of the then outstanding
capital stock of the Company on a fully dilutediba$he warrants had an exercise price of $0.0@0kpare, were immediately exercisable
were scheduled to expire by their terms on March2@23.

Pursuant to side letter agreements, in March ang 2043, holders of $7.5 million of Convertible Nstgsee note 9) issued in November
2012 and January 2013 (the Initial Notes) excharigeid original principal balance for an equivalgnincipal amount of Senior Convertible
Notes (the Exchanged Notes) and e-rata share of Series C warrants issued under t#relivk013 NPA. The Company accounted for the
warrants as a debt issuance cost and recordedmaediate charge for the fair value of the Seriesa@rants totaling $5.4 million in other
income (expense). Pursuant to the exchange, tietsobf the Exchanged Notes received notes sanfmeference to the Initial Notes and w
an extended maturity date of March 28, 2016.

Given that the terms of the Exchanged Notes webstantially different than the terms of the Initidtes, the exchange was accounted
for as an extinguishment of debt. Upon the exchatigeCompany recognized a loss totaling $5.7 onilfor the nine month period ended
September 30, 2013. This loss represents the eliféer between (i) the fair value of the Exchangetkdlat reissuance and the fair value of
Series C warrants, and (ii) the carrying valuehef Initial Notes. The Company elected to

11
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account for all of the issuances of its Senior @otible Notes and various embedded derivativesao@ance with ASC Topic 825-1Bair
Value Option for Financial Liabilities whereby the Company initially and subsequenthasoeed this financial instrument in its entiretyet
value, with the changes in fair value recorded eapbrting period in interest expense (income).

In March and May 2013, the Company issued an aniditi$15.0 million of Senior Convertible Notes. Tiweholders received a prata
share of Series C warrants for their participatiothese financings. The Company accounted fomdaeant issuances as a debt issuance cost
and recorded an immediate charge for the fair vafube Series C warrants. For the three and nioieths ended September 30, 2013, the
Company recorded $0.0 million and $10.7 milliorsectively, as a charge to interest expense relatdée warrants (see note 11).

In conjunction with the March 2013 NPA, the Compamyurred $0.9 million of debt issuance costs dyitire nine months ended
September 30, 2013. These debt issuance costallarated between the debt and equity instrumetsed to the transaction. Of the total
debt issuance costs, $0.6 million was allocatetiedSenior Convertible Notes and recorded throntgrést expense, while the remaining
$0.3 million was allocated to the Series C warravith an offset for additional paid-in capital.

Upon the closing of the CompasyfPO discussed in note 2, the outstanding priheipd accrued interest on the Senior Convertibleet
were marked to an aggregate fair value of $39.8aniand automatically converted into 3,591,604rskaf common stock equal to the unpaic
principal amount of the Senior Convertible Noted ancrued interest as of June 18, 2014 dividedh&yConversion Price, which was 62.5% of
the initial public offering price of $11.00 per sbaln addition, all outstanding Series C warramse automatically net exercised, which,
together with the then outstanding shares of S€&ipseferred stock, converted into 104,734 shafesmmon stock upon the closing of the
Company’s IPO.

Fair Value Option

The following table presents the difference betwihenaggregate fair value and the aggregate umpaidipal balance of the Senior
Convertible Notes recorded at fair value at Decar3tie 2013:

Fair value over

Aggregate fair value Aggregate unpaid unpaid principal
principal balance
December 31, 2013 December 31, 201 balance
(In thousands)
March 2013 Investor Note $ 24,48: $ 19,56 $ 4,91¢
March 2013 Arcapita Note 3,65: 2,98( 673
Total Senior Convertible Not¢ $ 28,13t $ 22,54 $ 5,58¢

Fair Value Measurements

The change in the fair values of the Senior CoiitMerfNotes during the nine months ended Septene2®L4 and 2013 was determined
by utilizing probability weighted discounted castwi analyses, which took into consideration maded general economic events, as well as
the Company’s financial results and other datalalls as of September 30, 2014 and 2013. Thesgsmsal

12
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determined the amount to be paid on the Senior &tible Notes in either cash or shares at the oenae of certain events in which the Sei
Convertible Notes would be converted into sharas®@iCompany’s common stock or would be repaicashc The probability weighted
discounted cash flow analyses utilized assumptieladed to the probability of the occurrence offeatthe various events and appropriate

discount rates for each of the scenarios as follows

Potential exit scenario ever
IPO scenario 1

IPO scenario :

Sale scenario

Sale scenario
Dissolution

Private compan

December 31, 201.

September 30, 201

Estimated
probability
Estimated Estimated
exit date of of future exit date of
future event event future event
06/30/1¢ 45% 06/30/1+
03/31/1* 5% 03/31/1*
06/30/1« 15% 06/30/1«
03/31/1* 15% 03/31/1*
09/30/1« 5% 06/30/1«
At maturity 15% At maturity

Estimated
probability

of future
event

45%
5%
15%
15%
5%
15%

The above scenarios incorporated a weighted avérgged discount rate of 41.7% at both December2®13 and September 30, 2013.

The fair value of the Senior Convertible Notes ugmnclosing of the Company’s IPO was determineloet@39.5 million.

The following table presents a roll-forward of flag value of Level 3 (significant unobservableuig) Senior Convertible Notes for the

nine months ended September 30, 2014 and 2013:

Beginning balance as of December 31, 2
Change in fair value included in interest expe
Conversion of the Senior Convertible No

Balance at September 30, 2(

Beginning balance as of December 31, 2
Issuances of Senior Convertible No
Fair value of notes exchang
Change in fair value included in interest expe

Balance at September 30, 2(

13

March 2013

Investor
Notes

$ 24,48:
9,80°
(34,28%)

$ —

March 2013

Investor
Notes

$ —
13,43
6,13
2,931

$ 22,49

March 2013

Arcapita
Notes
(In thousands)

$ 3,65
1,57(
(5,225

$ —

March 2013

Arcapita
Notes
(In thousands)

1,53¢
1,441

37¢

$ 3,35¢

Total Senior

Convertible
Notes

$ 28,13t
11,37¢
(39,509)

$ —

Total Senior

Convertible
Notes

$ —
14,97(
7,57¢
3,31(

$ 2585
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Changes in fair value of the Company’s Senior Cditde Notes for the nine months ended Septembe2@04 and 2013 was $11.4 million
and $3.3 million, respectively. Included in intereome (expense) for the nine months ended SdgeteB0, 2013 was the charge for the fair
value of the Series C warrants of $10.7 milliore(sete 11).

(9) Convertible Notes
Convertible Notes consist of the following:

September 3C December 31
2014 2013
(In thousands)

Investor Note: $ — $ 87,47¢
Arcapita Notes — 4,39¢
Total Convertible Note — 91,87«
Current maturities of Convertible Not — (435
Convertible Notes, excluding current porti $ — $ 91,43¢

Commencing in June 2011 and concluding in Januai 2the Company issued a total of $69.9 millio®%f subordinated convertible
notes (the Investor Notes) to new and existingstoms. The Investor Notes had original maturityedaif June 1, 2014, June 14, 2014 and
December 6, 2014, depending on their date of igig®ommencing in December 2011 and concludingpteédnber 2012, the Company
issued a total of $3.5 million of noninterest begreonvertible notes to an existing investor (tmeapita Notes, and together with the Investor
Notes, the Convertible Notes). The Arcapita Notesanoriginally set to mature on December 6, 20Jet.pMoceeds from the Convertible No
were used to fund the completion of the Compangt®rd production line at the East Providence tgcild begin the construction of a third
production line at the East Providence facility éamdund the Company’s operating cash requirements.

In conjunction with the execution of the March 20MBA (see note 8) on March 28, 2013, the holdewmdldfut approximately $0.3
million of the original principal amount of the Cuartible Notes agreed to extend the original matutate of their notes by two years. Given
that the term of the Convertible Notes, as amendiéféred substantially from the original term, thi@endment was accounted for as an
extinguishment of debt. On March 28, 2013, the Camyrecognized a gain on extinguishment totalin® $&llion, which represents the
difference between (i) the fair value of the Comitée Notes at reissuance, and (ii) the fair valtithe Convertible Notes just prior to the
amendment.

The Company elected to record the Convertible Natéasir value upon issuance. The aggregate féirevaf the Convertible Notes was
$91.9 million as of December 31, 2013.

Upon the closing of the Company’s IPO discusseaubite 2, the outstanding principal and accrued ésteon the Convertible Notes were
marked to an aggregate fair value of $129.0 mildod automatically converted into 11,727,430 shafe®@mmon stock equal to the unpaid
principal amount of the Convertible Notes and aedrimterest divided by the Conversion Price, whigls 62.5% of the initial public offering
price of $11.00 per share.
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Fair Value Option

The following table presents the difference betwihenaggregate fair value and the aggregate umpidipal balance of the Convertible

Notes recorded at December 31, 2C

Investor Note:
Arcapita Notes

Total Convertible Note

Fair Value Measurements

Aggregate unpaid
principal balance
December 31, 201
(In thousands)

Aggregate fair value

December 31, 2013

$ 87,47¢ $ 68,26
$ 91,87 $ 71,74:

Fair value over
unpaid principal

balance
$ 19,21t
91€
ﬂ

The changes in the fair value of the Convertiblédsddor the nine months ended September 30, 20d2@13 were determined by
utilizing a probability weighted discounted casbwilanalysis which took into consideration marked general economic events as well as the
Company’s financial results and other data avadlasl of December 31, 2013 and September 30, 20i8amalysis determined the amount to
be paid on the notes in either cash or sharegaidturrence of certain events in which the CoilslerNotes would be converted into shares o
the Company’s common stock or would be repaid ¢onibiteholders in cash. The probability weightedalisited cash flow analysis utilized
assumptions related to the probability of the oemure of each of the various events and approiat®unt rates for each of the scenarios as

follows:

Potential exit scenario ever
IPO scenario 1

IPO scenario ;

Sale scenario

Sale scenario
Dissolution

Private compan

December 31, 201.

September 30, 201.

Estimated Estimated
probability probability
Estimated Estimated
exit date of of future exit date of of future
future event event future event event
06/30/1¢ 45% 06/30/1¢ 45%
03/31/1¢ 5% 03/31/1¢ 5%
06/30/1« 15% 06/30/1« 15%
03/31/1* 15% 03/31/1* 15%
09/30/1:« 5% 6/30/1¢ 5%
At maturity 15% At maturity 15%

The above scenarios incorporated weighted averagkeid discount rates of 40.0% at December 31, 20ttBSeptember 30, 2013.

The fair value of the Convertible Notes upon ttasitig of the Company’s IPO was determined to bl aillion.

The following table presents a roll-forward of flag value of Level 3 (significant unobservableug) Convertible Notes for the nine

months ended September 30, 2014 and 2013:

Balance at December 31, 20

Change in fair value included in interest expe

Conversion of Convertible Nott
Balance at September 30, 2(

Arcapita
Investor
Notes Notes
(In thousands)
$ 87,47¢ $ 4,39¢
35,03¢ 2,092
(122,519 (6,487)
$ — $ —

15

Total
Convertible

Notes

$ 91,87¢
37,12¢

(129,00)
$ —
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Total

Arcapita Convertible
Investor
Notes Notes Notes
(In thousands)

Balance at December 31, 20 $90,92( $ 4,16¢ $ 95,08t¢
Issuances of Convertible Not 2,09( 1,44( 3,53(
Fair value of notes exchang (5,977 (1,289 (7,259
Gain on extinguishment of Convertible No (8,499 (400 (8,899
Change in fair value included in interest expe 2,081 87 2,17¢
Balance at September 30, 2( $80,62¢ $ 4,01 $ 84,64:

Changes in fair value of the Company’s Converthidteges included in interest expense for the ninethmroanded September 30, 2014 an
2013 was $37.1 million and $2.2 million, respediiMsee note 11).

(10) Revolving Line of Credit

In March 2011, the Company entered into a $10.0anitevolving credit facility with Silicon Valleydank. This facility has been
amended at various dates through 2014.

On September 3, 2014, the Company amended itefioeedit agreement to extend the maturity datdheffacility to August 31, 2016
and increase the maximum amount the Company isiftedto borrow, subject to continued covenant climmge and borrowing base
requirements, from $10 million to $20.0 million. ke Companys election, the interest rate applicable to borngsiunder the amended line
credit may be based on the prime rate or the LIBRMne rate-based rates vary from prime rate pldS% per annum to prime rate plus
1.75% per annum, while LIBOR-based rates vary ftdBOR plus 3.75% per annum to LIBOR plus 4.25% @enum. The amended line of

credit is secured by a first priority security irgst in all assets of the Company, including thatshe East Providence facility, except for cel
exclusions.

At September 30, 2014 and December 31, 2013, thep@oy had drawn $0.0 million and $1.0 million, resjively, on the line of credit.
The Company also had outstanding letters of cheiked by the line of credit of $1.7 million and &nillion at September 30, 2014 and
December 31, 2013, respectively, which reduce uhdd otherwise available to the Company. Baseth®mvailable borrowing base, the
effective amount available to the Company at Sep&r80, 2014 was $10.7 million due to the $1.7iamilbof outstanding letters of credit.
Under the amended line of credit, the Companydsired to comply with financial covenants relatiogamong other items, free cash flow
liquidity and other non-financial covenants. At 8epber 30, 2014, the Company was in compliance &litsuch financial covenants.

16



Table of Contents

(11) Interest Expense

Interest expense (income) consists of the following

Changes in fair value

Three Months

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

(In thousands)

(In thousands)

Subordinated Note $— $ 744 $ 1,54% $ 2,99/
Senior Convertible Note — 1,85¢ 11,37 3,31(
Convertible Notes, net of capitalizati — 5,40: 37,09¢ 2,12¢
Issuance of Series C preferred stock warrantsrinection with senior convertible
notes — — — 10,671
Debt closing cost 16 — 47 582
Other interes 31 37 167 60C
Total interest expens $ 47 $8,03¢ $50,22¢ $20,29:

Debt closing costs and commitment fees, consigtimgarily of legal and related fees, associatedhwie issuance or modification of the
Company'’s Subordinated Notes, Senior ConvertibleebldConvertible Notes, and line of credit are dined over the term of the debt
instrument and recorded in interest expense.

(12) Commitments and Contingencies
Letters of Credit

Pursuant to the terms of its Northborough, Masssettsi facility lease, the Company has been reqtir@dovide the lessor with letters
credit securing certain obligations. In additidre Company has been required to provide certaitoiess with letters of credit securing
obligations under commercial contracts.

The Company had letters of credit outstanding of $illion at September 30, 2014 and $1.2 millioacember 31, 2013. These letters
of credit are secured by the Company’s revolving bf credit (see note 10).

Litigation

The Company is, from time to time, a party to btign that arises in the normal course of its bessrmoperations. The Company is not
presently a party to any litigation for which itlieses a loss is probable requiring an amount tadmeued or a possible loss contingency
requiring disclosure.
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(13) Net Income (Loss) Per Share

The computation of basic and diluted net incomedj@ttributable to common stockholders per shamsists of the following:

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

(In thousands, excep
share and per share data)
Numerator:
Net income (loss $ (2,417 $ (12,709 $ (63,607 $(30,66()
Deemed dividends on participating preferred stauiisive
of issuance costs and changes in redemption value,
including extinguishment

Series B — — — 29,62:
Series A — — — 55,54!
Total preferred stock deemed divider — — — 85,16¢

Earnings attributable to participating convertipteferred
stock shareholders and Series C preferred stoclantar

holders — — — (52,309
Net income (loss) attributable to common stockhis $ (2,417 $ (12,70) $ (63,607 $ 2,19¢
Denominator
Weighted average shares outstanding, t 22,997,06 3,13i 8,762,86! 3,13i
Effect of warrants to purchase common st — — — 121
Weighted average shares outstanding, dil 22,997,06 3,13 8,762,86! 3,25¢
Net income (loss) attributable to common stockhgeer share
basic $ (0.10  $(4,049.4) % (7.2¢)  $ 700.0¢
Effect of warrants to purchase common st — — — (25.99)
Net income (loss) attributable to common stockhgeer share
diluted $ (0.10  $(4,0494) % (7.260 $674.%(

During the nine months ended September 30, 20&€3Ctdmpany recorded dividends associated with it &8 convertible preferred
stock (the Series B) and Series A convertible pretestock (the Series A) totaling $0.3 million &@16 million, respectively. In conjunction
with the execution of the March 2013 NPA, the reggam and dividend rights of the Company'’s issued autstanding Series B and Series A
were eliminated. In March 2013, the Company readidfecreases in the redemption value of the Compa®sries B and Series A of $30.0
million and $56.1 million, respectively, reflectitige changes in the fair market value of the S@iasd Series A at the time of the March 2
NPA. Given that the release of the redemption siglubstantially impacted the fair value of the &B and Series A, the elimination of
rights was accounted for as an extinguishmentetcurities.

During the nine months ended September 30, 20&€3Ctdmpany recorded a gain on extinguishment oBS&iand Series A of
approximately $86.2 million recorded in additiopalid-in capital available to common stockholderddifionally, the remaining value of the
Series B and Series A of $1.1 million subsequeeixtmguishment was recorded in additional paiddpital upon reclassification from
temporary to permanent equity. As a result, the @amy included in the computation of basic and ddutet income (loss) per share
attributable to common stockholders preferred stiedmed dividends aggregating $29.6 million and%5gllion for the Series B and A,
respectively, during the nine months ended Septehe2013.
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Potential dilutive common shares that were exclddat the computation of diluted net income (losijibutable to common
stockholders per share because they were antivdilabnsist of the following:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2012
Series C (including Series C warrants) (a) — 104,73 — —
Series B (a — 2,90¢ — —
Series A (a — 8,38¢ — —
Common stock option 1,031,01 281 1,031,001 281
Restricted common stock un 318,51 — 318,517 —
Common stock warran 131 — 131 —
Total 1,349,660 116,30¢ 1,349,66' 281

(a8 Common stock equivalent reflecting conversi

As of September 30, 2014, there was no dilutivesiobjof the common stock options, restricted comstook units and common stock
warrants. All other potentially dilutive instrumseniere converted into shares of common stock upemwlbsing of the Company’s IPO on
June 18, 2014.

As of September 30, 2013, the Company had $251®mif Senior Convertible Notes and $84.6 mill@hConvertible Notes
outstanding, which were convertible into commorcktopon the occurrence of an IPO at prices thaéwet determinable until the occurrence
of the IPO (see notes 8 and 9). Because the negessalitions for the conversion of these convégtitotes had not been satisfied during the
period ended September 30, 2013, the Company ettlibse convertible notes from the table abovelandalculation of diluted net (loss)
income per share for the three and nine monthsce8dptember 30, 2013.

(14) Income Taxes

The Company incurred net operating losses anddedaa full valuation allowance against net defeteedassets for all periods presen
Accordingly, the Company has not recorded a prowi$or federal or state income taxes.

(15) Related Party Transactions
The Company had the following transactions witlated parties:

The Company sold aerogel products to one stockholdtae Company totaling $0.8 million and $2.7Irait during the three and nine
months ended September 30, 2014, respectivelyCbingpany sold aerogel products to three stockholufeitee Company totaling $4.2 million
and $6.3 million during the three and nine monthdeel September 30, 2013, respectively. The Compadyrade receivables with these
stockholders of $0.4 million and $2.0 million atpBsmber 30, 2014 and December 31, 2013, respectivel

An affiliate of a stockholder of the Company isieedtor of a company that owns an insurance bragjestarough which the Company
purchases insurance. The Company’s premiums fongrehensive property and casualty insurance pmogre $0.9 million and $0.6 million
on an annual basis in 2014 and 2013, respectilreBddition, subsequent to the closing of the CamyfsalPO in June 2014, the Company
obtained through this insurance brokerage a newssxdirectors and officer’s liability insuranceipplwith an annual premium of
approximately $0.6 million.

In connection with note and warrant financing tet®ns and amendments, the Company reimbursekhstioers $0.3 million for legal
expenses during the nine months ended Septemb2038,

Prior to the closing of the Company’s IPO in Juf&4, the Company had Subordinated Notes, SenioveZtible Notes and Convertible
Notes outstanding with several stockholders ofGhenpany (see notes 7, 8 and
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Item 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following information should be read in conijtioe with the unaudited financial information arttetnotes thereto included in this
Quarterly Report on Form 10-Q and the audited ficiahinformation and the notes thereto includedha Prospectus that forms a part of our
Registration Statement on Forr-1 (File No. 333-195523), which was filed with 8ecurities and Exchange Commission (the “SEC”)
pursuant to Rule 424(b) on June 16, 2014, whichefex to as the ProspectL

Certain matters discussed in this Quarterly Reporform 10-Q may be deemed to be forward-lookiatestents that involve risks and
uncertainties. We make such forward-looking stateémpursuant to the safe harbor provisions of thiede Securities Litigation Reform Act
of 1995 and other federal securities laws. In Qigarterly Report on Form 10-Q, words such as “maill,” “anticipate,” “estimate,”
“expects,” “projects,” “intends,” “plans,” “believe s” and similar expressions (as well as other woodexpressions referencing future events

conditions or circumstances) are intended to idgrftbrward-looking statements.

Our actual results and the timing of certain eveney differ materially from the results discusgawjected, anticipated, or indicated in
any forward-looking statements. We caution you thatard-looking statements are not guaranteesitfre performance and that our actual
results of operations, financial condition and lidily, and the development of the industry in whighoperate may differ materially from the
forward-looking statements contained in this Quarterly &egdn addition, even if our results of operatigfinancial condition and liquidity,
and the development of the industry in which weaipeare consistent with the forward-looking stageits contained in this Quarterly Report,
they may not be predictive of results or develogmignfuture periods.

The following information and any forward-lookinggments should be considered in light of factissussed elsewhere in this
Quarterly Report on Form 10-Q, including those sisttentified under Part I, Item 1A of this QualteReport on Form 10-Q, and under the
“Risk Factors” section of the Prospectus.

We caution readers not to place undue reliance mnfarward-looking statements made by us, whicllspaly as of the date they are
made. We disclaim any obligation, except as spedli required by law and the rules of the SEGpublicly update or revise any such
statements to reflect any change in our expectat@rin events, conditions or circumstances on tvhity such statements may be based, or
that may affect the likelihood that actual resulil differ from those set forth in the forward-kiag statements.

You should read the following discussion and anslyg&financial condition and results of operaticlegether with Part | Iltem 1
“Financial Information” and our financial statemestand related notes included elsewhere in this @uigrReport on Form 10-Q.

Overview

We design, develop and manufacture innovative,-pigifiormance aerogel insulation. We believe ouogelrblankets deliver the best
thermal performance of any widely used insulatiosdpct available on the market today and providerabination of performance attributes
unmatched by traditional insulation materials. @nd-use customers select our products where thgen@@rmance is critical and to save
money, reduce energy use, preserve operating assb{zotect workers.

Our insulation is used by oil producers and the ensrand operators of refineries, petrochemicaltp]aiNG facilities, power generating
assets and other energy infrastructure. Our Pyrag&I/Cryogel product lines were introduced in 2808 have undergone rigorous technical
validation by industry leading end-users and ackdesignificant market adoption. We also derive patadevenue from the building and
construction and other end markets. Customersisetimarkets use our aerogels for applicationsvassdi as wall systems, military and
commercial aircraft, trains, buses, appliancesasgpfootwear and outdoor gear.
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We generate product revenue through the sale direuof aerogel blankets. We market and sell sadpcts primarily through a sales
force based in North America, Europe and Asia. dffierts of our sales force are supported by a smatiber of sales consultants with
extensive knowledge of a particular market or reg@ur sales force is responsible for establishimg) maintaining customer and partner
relationships, delivering highly technical inforrmat and ensuring high-quality customer service.

Our salespeople work directly with end-use custenaed engineering firms to promote qualificatiqgmedfication and acceptance of our
products. We also rely on an existing and wellfgsghed channel of qualified insulation distribig@nd contractors in more than 30 countries
around the world that ensures rapid delivery ofgmaducts and strong end-user support. Our salpatso work to educate insulation
contractors about the technical and operating atsintages of our aerogel blankets.

We also perform research services under contratisvarious agencies of the U.S. government, inolgidhe Department of Defense ¢
the Department of Energy, and other institutionsséarch performed under contract with governmesnegs and other institutions enables u:
to develop and leverage technologies into broademaercial applications.

We manufacture our products using our proprietaog@ss and technology at our facility in East Rtexnce, Rhode Island. We have
operated the East Providence facility since 2008.cémmenced operation of a second production titleisfacility at the end of March 2011,
which doubled our annual nameplate capacity to #iiomto 44 million square feet of aerogel blankedepending on product mix. We
commenced construction of a third production liméhie East Providence facility during the nine nherénded September 30, 2014 with a tota
construction cost estimate of $30 million. We exghat this third production line will increase aamnual nameplate capacity by 10 million to
11 million square feet of aerogel blankets wherstrugtion is concluded in the first half of 2015.

Our revenue for the nine months ended Septembe(3@, was $74.4 million, which represented an iaseeof 20% from the nine
months ended September 30, 2013. Net loss foritleemnonths ended September 30, 2014 was $63.®midind diluted loss per share
attributable to common stockholders was $7.26.10&=t for the nine months ended September 30, 2@d4ded a total of $38.8 million of
expense or $4.43 per share attributable to comnumhisolders related to expenses recorded in coimmeaith the closing of our initial public
offering including (i) initial recognition of compeation cost of performance-based stock optioi$sd million, and (ii) accretion of
convertible notes to final conversion value of £3auillion.

Key Metrics and Non-GAAP Financial Measures

We regularly review a number of metrics, includthg following key metrics, to evaluate our businessasure our performance, iden
trends affecting our business, formulate finanpiajections and make strategic decisions.

Square Foot Operating Metri

We price our product and measure our product shipsria square feet. We have produced in exces®@®fiillion square feet of aerogel
blankets in the East Providence facility since 200@ estimate our annual production capacity iseculy 40 million to 44 million square feet
of aerogel blankets, depending on product mix. \&leebe the square foot operating metric allowsnd @ur investors to measure the growt
our manufacturing capacity and product shipmenta aniform and consistent basis. The following tkats forth product shipments
associated with recognized revenue in square de¢hé periods presented:

Nine Months
Three Months Ended Ended
September 30 September 30
2014 2013 2014 2013
(Square feet in thousands
Product shipments in square f 9,35¢ 8,81t 28,24¢ 25,03t
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Adjusted EBITDA

We use Adjusted EBITDA, a ndBAAP financial measure, as a means to assess ewatopy performance. We define Adjusted EBIT
as net income (loss) before interest expense, tdepseciation, amortization, stock-based compé@nsaixpense and other items, from time to
time that we do not believe are indicative of ooirecoperating performance, which in previous peviogdluded loss on disposal of assets, gair
or loss on extinguishment or exchange of debtewnoft of costs of postponed financing activitiesl avrite-off of construction in progress.
Adjusted EBITDA is a supplemental measure of oufggmance that is not presented in accordance @RAP. Adjusted EBITDA should not
be considered as an alternative to net income)(fosany other measure of financial performanceuwdated and presented in accordance with
GAAP. In addition, our definition and presentatmimAdjusted EBITDA may not be comparable to sinfjlditled measures presented by other
companies.

We use Adjusted EBITDA:

* as a measure of operating performance bectadses not include the impact of items that we dbconsider indicative of our core
operating performanc

» for planning purposes, including the preparatib our annual operating budget, to allocate reesito enhance the financial
performance of our business; €

e as a performance measure used under our bonus
We also believe that the presentation of AdjustBaTBA provides useful information to investors withspect to our results of
operations and in assessing the performance and whlbur business. Various measures of EBITDAnadely used by investors to measure a

company’s operating performance without regardeams that can vary substantially from company tmgany depending upon financing and
accounting methods, book values of assets, cagitattures and the methods by which assets wergradq

Although measures similar to Adjusted EBITDA aregiuently used by investors and securities anailysteir evaluation of companies,
we understand that Adjusted EBITDA has limitatiassan analytical tool, and you should not considerisolation or as a substitute for
GAAP, income from operations or an analysis of msults of operations as reported under GAAP. Soitleese limitations are:

» Adjusted EBITDA does not reflect our historicalsh expenditures or future requirements for abpkpenditures or other
contractual commitment

« Adjusted EBITDA does not reflect changes in, othcasjuirements for, our working capital nee
» Adjusted EBITDA does not reflect stc-based compensation exper
* Adjusted EBITDA does not reflect our tax expenseash requirements to pay our income ta

» Adjusted EBITDA does not reflect our interegpense, or the cash requirements necessary t@sémerest or principal payments
on our debt

» Although depreciation, amortization and impamncharges are non-cash charges, the assetsdegireciated, amortized or
impaired will often have to be replaced in the fatiland Adjusted EBITDA does not reflect any caduirements for these
replacements; ar

e Other companies in our industry may calculaB&TBPA or Adjusted EBITDA differently than we doptiiting their usefulness as a
comparative measur

Because of these limitations, our Adjusted EBITDWEHd not be considered as a measure of discretiaash available to us to reinvest in
growth of our business or as a measure of caskai@aior us to meet our obligations.

To properly and prudently evaluate our businessemeourage you to review the GAAP financial statetsiécluded elsewhere in this
Quarterly Report on Form 10-Q, and not to rely op single financial measure to evaluate our busines

22



Table of Contents

The following table presents a reconciliation of imeome (loss), the most directly comparable GAA@asure, to Adjusted EBITDA for
the periods presented:

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

($ in thousands)

Net income (loss $(2,417) $(12,707) $(63,607) $(30,66()
Interest expense (. 47 8,03¢ 50,22¢ 20,29:
Depreciation and amortizatic 2,51z 2,48: 7,692 7,431
Loss on disposal of asse — — 15 —
Stoclk-based compensation ( 1,05¢ 2,91¢ 7,39¢ 3,921
Gain on extinguishment of convertible no — — — (8,899
Loss on exchange of convertible nc — — — 5,69
Write-off of costs associated with postponed public dfifg — — — 241

Adjusted EBITDA $120: $ 734 $ 1,72t $ (1,976

(1) Interest expense consists primarily of fair keawvalue adjustments related to our subordinateesy senior convertible notes, convertible
notes and Series C warrants, subordinated note@mncertible note issuance costs, the amortizatidgheosubordinated note debt
discount, and imputed interest on our obligatiomdar our cross license agreement with Cabot Cotipaor:

(2) Represents non-cash stock-based compensaléed¢o vesting and modifications of stock optipants and vesting of restricted
common stock units

Our Adjusted EBITDA is affected by a number of fastincluding the mix of aerogel products sold,rage selling prices, average
material costs, our actual manufacturing costsgtists associated with and timing of expansionsséard-up of additional production capacity,
and the amount and timing of operating expensesvé\sontinue to grow our base of product revenuktarbuild out manufacturing capacity,
we expect increased manufacturing expenses withgieally have a negative impact on Adjusted EBIT,At will set the framework for
improved Adjusted EBITDA moving forward. Accordiygwe expect that our Adjusted EBITDA will vary froperiod to period as we expand
our manufacturing capacity.

Components of Our Results of Operations
Revenue

We recognize product revenue from the sale of inerdf aerogel products and research services vevieam the provision of services
under contracts with various agencies of the UoBeghment and other institutions. Product revesuedognized upon transfer of title and risk
of loss, which is generally upon shipment or deljve

Cost of Revenue

Cost of revenue for our product revenue consistsgrily of materials and manufacturing expenseluiding direct and indirect labor and
manufacturing overhead, including utilities and meation. Cost of product revenue is recorded wherrelated product revenue is
recognized. Cost of product revenue also inclutisksbased compensation of manufacturing emplogadscosts of shipping.

Material is our most significant component of cosproduct revenue and includes fibrous battinzasimaterials and additives. Material
costs as a percentage of product revenue varyfroduct to product due to differences in averadiingeprices, material requirements, blan
thickness and manufacturing yields. As a resultenm costs as a percentage of revenue will viannfperiod to period due to changes in the
mix of aerogel products sold. However, in genexa expect material costs in the aggregate to deelina percentage of revenue as we seek |
achieve higher selling prices, material sourcingrovements and manufacturing yield enhancementsuioaerogel products.
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Manufacturing expense, including direct and inditabor, utilities, depreciation, maintenance attteo manufacturing expense, is also a
significant component of cost of revenue. As weéase manufacturing capacity in our East Providéaciéty and a second plant, we expect
manufacturing expense as a percentage of produenue will increase in the near-term following eagpansion but will decrease in the long-
term with increased revenues supported by the categblcapacity expansions.

Cost of revenue for our research services reveansists primarily of direct labor costs of resegoehsonnel committed to funded
research and development contracts, third-partgudting, and associated direct material costs. Tbss of revenue also includes overhead
expenses associated with project resources, engigdeols and supplies. Cost of revenue for oseagch services revenue is recorded when
the related research services revenue is recognized

Gross Profit

Our gross profit as a percentage of revenue istafficby a number of factors, including the mix begw product revenue and research
services revenue, the mix of aerogel products sadrage selling prices, average material costsactual manufacturing costs and the costs
associated with expansions and start-up of prodn@pacity. As we continue to build out our maotifang capacity, we expect increased
manufacturing expenses will periodically have aatieg impact on gross profit, but will set the fawvork for improved gross profit moving
forward. Accordingly, we expect our gross profitibsolute dollars and as a percentage of revenuarydrom period to period as we expand
our manufacturing capacity. However, in generdlpfing the completion of our capacity expansions,expect gross profit to improve as a
percentage of revenue in the long-term due to as@e in manufacturing productivity, increased potidn volumes, improved manufacturing
yields and material purchasing efficienci

Operating Expenses

Operating expenses consist of research and develdpsales and marketing, and general and adnaitii@rexpenses. The largest
component of our operating expenses is personséd,coonsisting of salaries, benefits, incentivmgensation and stock-based compensation
We expect to continue to hire a significant numiifenew employees in order to support our anticigawth. In any particular period, the
timing of additional hires could materially affemir operating expenses, both in absolute dolladsaara percentage of revenue.

Research and Development Expent

Research and development expenses consist priroelypenses for personnel engaged in the develolpamel engineering of next
generation aerogel compositions, form factors andufacturing technologies. These expenses alsodadksting services, prototype exper
consulting services, equipment depreciation, féedlicosts and related overhead. We expense rasmadalevelopment costs as incurred. We
expect to continue to devote substantial resourct#ee development of new aerogel technology. Wiewethat these investments are
necessary to maintain and improve our competitogtipn. We expect that our research and developmgenses will increase as we conti
to invest in additional research and engineeringgrenel and the infrastructure required in suppbtheir efforts. Accordingly, we expect that
our research and development expenses will contmirerease in absolute dollars but decreasepascentage of revenue in the long-term.

Sales and Marketing Expense

Sales and marketing expenses consist primarilyefgnnel costs, incentive compensation, marketingrams, travel and related costs
and consulting expenses. We plan to expand ous §atlee and sales consultants globally to drivécgrated growth in customers and demand
for our products. We expect that sales and marketkpenses will continue to increase in absolutidobut decrease as a percentage of
revenue in the long-term.

General and Administrative Expenses

General and administrative expenses consist piliynafrpersonnel costs, legal expenses, consultimgpaofessional services, tax and
audit costs, and expenses for our executive, fimameman resources and information technology dgzgtans. We expect general and
administrative expenses to continue to increaseeaisicur additional costs related to operating paldicly-traded company, including costs of
compliance with securities, corporate governanckratated regulations, investor relations experisesgased insurance premiums, including
director and officer insurance, and increased auitlegal fees. In addition, we expect to add ger@nd administrative personnel to support
the anticipated growth of our business and contireipansion of our manufacturing operations. Wesekthat general and administrative
expenses will continue to increase in absolutead®lbut decrease as a percentage of revenue liontperm.
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Other Income (Expense)

Other income (expense) consists of (i) intereseagp consisting primarily of fair market value atljnents to our subordinated notes,
convertible notes and the issuance of our Serisu€ants, subordinated and convertible note issiansts, the amortization of the
subordinated note debt discount, and other intefi@sgains or losses on extinguishment or excleamigsubordinated notes and convertible
notes and (iii) costs associated with a postpondxdigoffering.

Provision for Income Taxe:!

We have incurred net losses since inception and hatrecorded benefit provisions for U.S. federabme taxes or state income taxes
since the tax benefits of our net losses have b#sat by valuation allowances due to the uncetyaassociated with the utilization of net
operating loss carryforwards.

Results of Operations
Three months ended September 30, 2014 compared teetthree months ended September 30, 2013

The following tables set forth a comparison of tbenponents of our results of operations for théopsrpresented:

Revenue

Three Months Ended September 3C

2014 2013

Percentagt Percentagt Change
of of
Amount Revenue Amount Revenue Amount Percentagt
Revenue
Product $24,58¢ 97%  $20,83: 95%  $3,75¢ 18%
Research service 84¢ 3% 1,04 5% (299 (19%
Total Revenut $25,43" 100%  $21,88( 10%  $3,55i 16%
The following chart sets forth product shipmentsduare feet for the periods presented:
Three Months
Ended September 30 Change
2014 2013 Amount Percentagt
Product shipments in square feet (in thousands) 9,35t 8,81t 54C 6%

Total revenue increased $3.6 million, or 16%, t6.82nillion for the three months ended Septembef8@4 from $21.9 million in the
comparable period in 2013, primarily as a resulimfncrease in product revenue.

Product revenue increased $3.8 million, or 189%%24.6 million for the three months ended Septer80e2014 from $20.8 million in the
comparable period in 2013. This increase was pailyi the result of an increase in sales of ouogelrproducts in the petrochemical sector in
Asia and South America and in the offshore oil rearhe revenue increase reflects price increasesgithe last half of 2013 and the first
nine months of 2014 and a shift in mix of aerogeldpicts sold toward higher priced products inclgdimose sold in the offshore oil market.
The average selling price per square foot of oadpets increased by an effective $0.27, or 119%2t63 per square foot for the three months
ended September 30, 2014 from $2.36 per squarddotite comparable period in 2013. In volume terpteduct shipments increased
0.5 million square feet, or 6%, to 9.4 million squifeet of aerogel products for the three montlitedrSeptember 30, 2014, as compared to
8.8 million square feet in the comparable perio8043. The increase in demand during the three msarided September 30, 2014 included
increased sales of $4.9 million for use in a pédtengical facility expansion by a major Asian enecgynpany, and $1.8 million for use in a
project in the Gulf of Mexico by an Asia-based bffse contractor.
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Research services revenue decreased $0.2 milli$d.8million for the three months ended Septen39e2014 from $1.0 million in the
comparable period in 2013. The decrease was pfinthre to a reduction in active research contraitis government agencies during 2014.
During the three months ended September 30, 20&4rawvided research services on five contracts eoeapto 18 contracts in the comparable
period in 2013. This decreasedontracts is principally the result of certain liations on our eligibility to receive contract adsuunder feder:
guidelines and programs due to a variety of fadtwrkding the size of our revenues, the numberuwfemployees and the makeup of our
ownership.

Product revenue was 97% and 95% of total revenuthéothree months ended September 30, 2014 arR] Bfxpectively. Research
services revenue was 3% and 5% of total revenuthéothree months ended September 30, 2014 and @& ctively. We expect that proc

revenue will increase as a percentage of our tet@nue due to the anticipated growth in demanddoproducts in the energy infrastructure
market.

Cost of Revenue

Three Months Ended September 3C

2014 2013 Change
Percentagt Percentagr Percentagt Percentagt
of Related of Total of Related of Total
Amount Revenue Revenue Amount Revenue Revenue Amount Percentagt

($ in thousands)
Cost of revenue

Product $19,92¢ 81% 78%  $17,76¢ 85% 81% $2,15i 12%
Research service 43¢ 52% 2% 531 51% 2% (92 (17%)
Total cost of revenu $20,36¢ 80% 8C%  $18,30( 84% 84%  $2,06f 11%

Total cost of revenue increased $2.1 million, o%110 $20.4 million for the three months ended 8eytiter 30, 2014 from $18.3 million
in the comparable period in 2013. The increasetal tost of revenue was the result of an incred$4..7 million in material costs and an
increase of $0.5 million in manufacturing experssupport increased product revenue, offset, it pgra decrease of $0.1 million in cost of
research services.

Product cost of revenue increased $2.2 millior, 2%, to $19.9 million for the three months endept&mber 30, 2014 from
$17.8 million in the comparable period in 2013.dRrct cost of revenue as a percentage of produehtevdecreased to 81% during the three
months ended September 30, 2014 versus 85% dinéniiptee months ended September 30, 2013. Theataledmpact was the result of
improved manufacturing throughput and lower mateaats due to the mix of products sold, which wasially offset by an increase of $0.6
million in compensation related expenses.

We expect that material costs and manufacturingesg as a percentage of product revenue will isersightly during the remainder of
2014 from the level realized in the three monthdeehSeptember 30, 2014. We expect this increase tlue to stock based compensation
expense related to equity awards granted to emefoyeSeptember 2014 and an increase in manufagtexipense associated with initial start:
up costs leading to operation of a third line ia Bast Providence facility, offset, in part, byexpected favorable mix of aerogel products sold

Research services cost of revenue decreased $idnnor 17%, to $0.4 million for the three montlisded September 30, 2014 from
$0.5 million in the comparable period in 2013. Teerease in cost of research services revenueweagrihcipally to the 19% reduction in
research services revenue during the three montledeSeptember 30, 2014.
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Gross Profit

Three Months Ended September 3C

2014 2013 Change
Percentagt Percentage
Amount of Revenut Amount of Revenu
Amount Percentagt

($ in thousands)

Gross profit $5,07: 2C% $3,58( 16% $1,49: 42%

Gross profit increased $1.5 million, or 42%, tol$sillion for the three months ended Septembe28@4 from $3.6 million in the
comparable period in 2013. The increase is prifigiplae result of a 6% volume increase and an &ffecl1% price increase supported by
improved manufacturing throughput and lower matenats due to the mix of products sold.

Gross profit as a percentage of total revenue ase@ to 20% of total revenue for the three montide@ September 30, 2014 from 16%
in the comparable period in 2013. This increaserissult of price increases in the first nine mem@h2014 and a shift in mix of aerogel
products sold toward higher priced products, as agethe result of improved manufacturing throughgnd lower material costs due to the mix
of products sold. We expect gross profit as a pegacge of total revenue during the remainder of 2@ldecrease slightly due to the start-up
costs leading to operation of a third line in tresEProvidence facility, offset, in part by higimeaterial costs associated with the expected mix
of aerogel products sold.

Research and Development Expent

Three Months Ended September 3(C

2014 2013 Change
Percentage Percentagt
Amount of Revenut Amount of Revenut

Amount Percentagt

($ in thousands)
Research and development expel $1,25¢ 5% $1,38i 6% $ (129) (9%

Research and development expenses decreased $tht,rar 9%, to $1.3 million for the three montbsded September 30, 2014 from
$1.4 million in the comparable period in 2013. Tthecrease was primarily the result of a reductinstock-based compensation charges and
general payroll expenses of $0.2 million offsetnyincrease in incentive compensation of $0.1 omllWe expect that our research and
development expenses will increase as we inveadditional research and engineering personneltandhfrastructure required in support of
their efforts. However, we expect that researchdsatlopment expenses will decline as a percernthipdal revenue in the long-term due to
projected growth in product revenue.
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Sales and Marketing Expense¢

Three Months Ended September 3(C

2014 2013 Change
Percentage Percentagt
Amount of Revenu Amount of Revenue
Amount Percentagt

($ in thousands)

Sales and marketing expen: $2,21: 9% $2,50¢ 11% $ (292) (12)%

Sales and marketing expenses decreased $0.3 mdlidr2%, to $2.2 million for the three months esth@eptember 30, 2014 from $2.5
million in the comparable period in 2013. The $illion decrease was primarily due to a reductiostock-based compensation charges of
$0.3 million and external sales personnel of $Gillian, offset by an increase in general payrolperses related to an increase in sales
personnel. We plan to continue to expand our gates to support anticipated growth in customeis @ mand for our products. We expect
that sales and marketing expenses will increasd$olute dollars in the long term as we increaes ggersonnel and our marketing efforts.
However, we expect that sales and marketing exganiledecrease as a percentage of total reventieeitong-term due to projected growth in
product revenue.

General and Administrative Expenses

Three Months Ended September 3C

2014 2013 Change
Percentage Percentagt
Amount of Revenu Amount of Revenue

Amount Percentagt

($ in thousands)
General and administrative expen $3,96¢ 16% $4,35:% 20% $ (387) (9%

General and administrative expenses, or G&A exerderreased $0.4 million, or 9%, during the thmeaths ended September 30, 2
compared to the same period in 2013. G&A expenseaspercentage of total revenue decreased to 16#efehree months ended
September 30, 2014 from 20% in the comparable ¢éni@013. The $0.4 million decrease was primatiy result of a reduction in stock-
based compensation charges of $1.2 million offgetrbincrease in incentive compensation of $0.83anil general payroll expenses of $0.1
million and $0.4 million of expenses in professibagpenses incurred due to operating as a pulitiajed company. We expect that G&A
expenses will increase in absolute dollars in ¢img lterm as we incur additional expenses to opasatepublic company and in support of the
anticipated growth of our business. The increas®f8 €xpenses we expect to incur related to operamg publicly traded company include
costs of compliance with securities, corporate goaece and related regulations, investor relatexpenses, increased insurance premiums,
including director and officer insurance, and irased legal and audit fees. In addition, we exeatit! general and administrative personnel t
support the anticipated growth of our businessamdinued expansion of our manufacturing operatiblwsvever, we expect general and
administrative expenses will decline as a percentdgotal revenue in the long-term as a resupirofected growth in product revenue.
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Three Months Ended September 3C

2014 2013 Change
Percentage Percentagt
Amount of Revenu Amount of Revenut
Amount Percentagt

(% in thousands)
Other income (expense

Interest expens $ (47 (0)%  $(8,03¢ (37% $(7,99)) (99)%

Other expense of $0.1 during the three months eS8éptember 30, 2014 was comprised primarily ofsodated to our revolving line of
credit. The decrease of $8.0 million in interegtense compared to the comparable period in 2013lu@so the repayment of the subordini
notes and the conversion of the senior convertibtes and convertible notes into equity in Juned2@ion completion of the IPO.

During the three months ended September 30, 20liBauered $8.0 million in interest expense comptiséa change in fair value of
$0.8 million for subordinated notes, $1.8 milliar tenior convertible notes and $5.4 million foneertible notes.
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Nine months ended September 30, 2014 compared tmaimonths ended September 30, 2013

The following tables set forth a comparison of tbenponents of our results of operations for théoplsrpresented:

Revenue
Nine Months Ended September 3C
2014 2013
Percentage c Percentage c Change
Amount Revenue Amount Revenue Amount Percentagt
Revenue
Product $71,97¢ 97%  $58,80¢ 95%  $13,17: 22%
Research service 2,44( 3% 3,05¢ 5% (619 (20)%
Total Revenut $74,41°" 100%  $61,86: 100%  $12,55: 20%

The following chart sets forth product shipmentsduare feet for the periods presented:

Nine Months Ended

September 30 Change
2014 2013 Amount Percentagt
Product shipments in square feet (in thousands) 28,24t 25,03t 3,211 13%

Total revenue increased $12.6 million, or 20%, #d.8 million for the nine months ended Septembe28@4 from $61.9 million in the
comparable period in 2013, primarily as a resuliofncrease in product revenue.

Product revenue increased $13.2 million, or 22957®.0 million for the nine months ended Septen®@e2014 from $58.8 million in ti
comparable period in 2013. This increase was pailyi the result of an increase in sales of ouogelrproducts in the Asian and South
American petrochemical markets and in the offstodlrenarket. The revenue increase reflects pricesiases during the last half of 2013 and
first nine months of September 30, 2014 and a shiftix of aerogel products sold toward higher d@roducts. The average selling price of
our products increased by $0.20, or 9%, to $2.55geare foot for the nine months ended Septene2®L4 from $2.35 per square foot in
comparable period during 2013. In volume termsdpod shipments increased 3.2 million square faet 386, to 28.2 million square feet of
aerogel products for the nine months ended Septedih014, as compared to 25.0 million squareifetite comparable period in 2013. The
increase in demand during the nine months endeté®éer 30, 2014 included increased sales of $10l@mfor use in a petrochemical
facility expansion by a major Asian energy compa8:3 million to a European contractor for variaffshore projects and $1.8 million for t
in offshore projects in the Gulf of Mexico by anid$ased contractor.

Research services revenue decreased $0.6 milli@@%, to $2.4 million for the nine months endegt®mber 30, 2014 from $3.1
million in the comparable period in 2013. The desewas primarily due to a reduction in active aege contracts during the nine months
ended September 30, 2014. During the nine montihsdeBeptember 30, 2014, we provided research ssreit nine contracts in contrast to 1€
contracts in the comparable period in 2013. Thigekse in contracts is principally the result ofaie limitations on our eligibility to receive
contract awards under federal guidelines and progi@ue to a variety of factors including the sizeur revenues, the number of our
employees and the makeup of our ownership.

Product revenue was 97% and 95% of total revenuthéonine months ended September 30, 2014 and B&Bectively. Research
services revenue was 3% and 5% of total revenuthéonine months ended September 30, 2014 and B ctively. We expect that product
revenue will increase as a percentage of our tet@nue due to the anticipated growth in demanddoproducts in the energy infrastructure
market.
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Cost of Revenue

Nine Months Ended September 3C

2014 2013 Change
Percentage Percentagt Percentagt Percentagt
of Related of Total of Related of Total
Amount Revenue Revenue Amount Revenue Revenue
Amount Percentagt

($ in thousands)
Cost of revenue

Product $61,31¢ 85% 82%  $53,25¢ 91% 86% $8,06( 15%
Research service 1,25¢ 51% 2% 1,45 48% 2% (202 (14)%
Total cost of revenu $62,57: 84% 84% $54,71: 88% 88% $7,85¢ 14%

Total cost of revenue increased $7.9 million, o¥l4o $62.6 million for the nine months ended Seytiter 30, 2014 from $54.7 million
the comparable period in 2013. The increase it ¢toist of revenue was the result of an increaskbd million in material costs and an
increase of $2.9 million in manufacturing experssupport increased product revenue, offset, ity pgra decrease of $0.2 million in cost of
research services.

Product cost of revenue increased $8.1 millior, 5%, to $61.3 million for the nine months endedt8eyper 30, 2014 from $53.3 milli
in the comparable period in 2013. Product cosewénue as a percentage of product revenue decrea86# during the nine months ended
September 30, 2014 from 91% for the comparablegeén 2013 as a result of a reduction in mateiwate and manufacturing expense on a pe
square foot basis. The reduction in material casta percentage of product revenue was the rddoipooved manufacturing yields and a
reduced raw material cost per square foot. Theatemuin manufacturing expense as a percentageodiugt revenue was the result of
increased manufacturing capacity utilization angrioved manufacturing throughput and efficiencyseff in part, by an increase of $1.6
million in employee compensation expenses.

Research services cost of revenue decreased $lichior 14%, to $1.3 million for the nine montbeded September 30, 2014 from ¢
million in the comparable period in 2013. The deseesin research services cost of revenue was dueettuction in active research contracts
during 2014, offset, in part, by an unfavorable wiixabor and expense required to perform the eoted research.
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Gross Profit

Nine Months Ended September 3C

2014 2013 Change
Percentagt Percentagt
Amount of Revenut Amount of Revenue
Amount Percentagt

($ in thousands)

Gross profit $11,84« 16% $7,15( 12% $4,69< 66%

Gross profit increased $4.7 million, or 66%, to Klillion for the nine months ended September2Bd4 from $7.2 million in the comparal
period in 2013. The increase in gross profit of7$4illion was principally the result of a reductionmaterial costs and manufacturing expe
as a percentage of product revenue due to impnmagdifacturing yields, purchasing efficiency anddudivity at our East Providence facili
offset, in part, by an increase in employee comgigms expenses of $1.6 million. In addition, pricereases during 2013 and 2014 and the
of aerogel products sold also contributed to tleegiase in gross profit during the nine months ergkgatember 30, 2014 as compared to the
same period in the prior year. Gross profit asragrgage of total revenue increased to 16% of tetanue for the nine months ended
September 30, 2014 from 12% in the comparable ¢géni@013.

Research and Development Expen:

Nine Months Ended September 3C

2014 2013 Change
Percentage Percentagt
Amount of Revenue Amount of Revenue
Amount Percentagt

($ in thousands)
Research and development expel $4,46 6%  $3,801 6% $ 66( 17%

Research and development expenses increased $lonnoir 17%, to $4.5 million for the nine monteeded September 30, 2014 from
$3.8 million in the comparable period in 2013. T#®7 million increase was primarily the resulad$0.8 million increase in employee
compensation expenses including $0.7 million oflsteased compensation charges and $0.1 million ohinee compensation expenses, of
by a reduction in outside engineering servicesOof $nillion.

Sales and Marketing Expense

Nine Months Ended September 3C

2014 2013 Change
Percentagt Percentage
Amount of Revenue Amount of Revenue
Amount Percentagt

(% in thousands)
Sales and marketing expen: $7,871 11%  $6,98¢ 11% $ 887 13%

Sales and marketing expenses increased $0.9 mitirat3%, to $7.9 million for the nine months en&sptember 30, 2014 from $7.0
million in the comparable period in 2013. The $Mdlion increase is the result of a $0.5 milliorcirase in stock-based compensation charge
and a $0.4 million increase in payroll and relatests associated with an increase in sales pers@ales and marketing expenses as a
percentage of total revenue remained consistett%tduring both the nine months ended Septembe2(0} and September 30, 2013.
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General and Administrative Expenses

Nine Months Ended September 3C

2014 2013 Change
Percentagt Percentagt
Amount of Revenut Amount of Revenue
Amount Percentagt

($ in thousands)

General and administrative expen $12,89- 17% $9,69: 16% $3,201 33%

G&A expenses increased $3.2 million, or 33%, duthgnine months ended September 30, 2014 compathd comparable period in
2013. G&A expenses as a percentage of total reviecoeased to 17% for the nine months ended Seme8th 2014 from 16% in the
comparable period in 2013. The $3.2 million inceeass primarily the result of an increase in stoaked compensation charges of $2.0
million, an increase in incentive compensation eges of $0.3 million, an increase in general pagegbenses of $0.2 million and an increase
in professional services expenses of $0.7 millesulting from operating as publicly-traded company.

Other Income (Expense)

Nine Months Ended September 3C

2014 2013 Change
Percentagt Percentage
Amount of Revenue Amount of Revenu Amount Percentagt

($ in thousands)
Other income (expense

Interest expens $(50,22%) (67% $(20,29) (39)% $(29,93) 14e%
Gain on extinguishment of convertible no — — % 8,89¢ 14% (8,89¢) NA
Loss on exchange of convertible nc — — % (5,699 (9)% 5,69 NA
Costs associated with postponed public offe — — % (247 (0% 241 NA
Total other expense, n $(50,22%) (67)% $(17,33) (28)%  $(32,89) (190%

Total other expense was $50.2 million for the mmanths ended September 30, 2014 as compared t® &lllion in the comparable
period in 2013.

During the nine months ended September 30, 2014navered $50.2 million in interest expense comgtisf changes in fair value of
$1.5 million for the subordinated notes, $11.4 imillfor the senior convertible notes and $37.liamlfor the convertible notes, and $0.2
million in debt closing costs and other interegtense. The changes in fair value of the respentites were calculated based on the final
payment and conversion amounts of the notes intdyeqt the closing of our initial public offeringhe increase of $32.9 million period over
period was due primarily to the accretion of thawatible notes to their final conversion valueidgrthe nine months ended September 30,
2014.

During the nine months ended September 30, 2013 auered $20.3 million in interest expense conmgdtisf changes in fair value of the
subordinated notes of $3.0 million, senior conbéetnotes of $3.3 million, expense related to redwan of fair value upon issuance of Series
C preferred stock warrants of $10.7 million aneérast expense of $2.1 million on the convertibleaoln addition, we recorded financing
costs of $0.6 million and other interest charge$®6 million to interest expense during the period

During the nine months ended September 30, 201&lseeincurred a $5.7 million loss on exchangearivertible notes, an $8.9 million
gain on the extinguishment of convertible notes @ million of costs associated with a postpopeblic offering. No such transactions
occurred during the nine months ended Septembet(RQL.
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Liquidity and Capital Resources
Overview

We have experienced significant losses and invesitgificant resources since inception to develogp @@mmercialize our aerogel
technology and to build a manufacturing infrastunetcapable of supplying aerogel products at themes and costs required by our
customers. These investments have included resaatttevelopment and other operating expensesatappenditures and investment in
working capital balances.

We are currently experiencing rapid revenue graagthive gain share in our target markets. Our cufireenicial forecast anticipates
continued revenue growth, increased gross profitiaproving cash flows from operations. However,expect to incur significant capital
expenditures through 2017 related to the expandiour manufacturing capacity to keep pace witheexpd growth in demand.

We believe that our existing cash balance and availcredit will be sufficient (i) to fund the dgsei development and construction of out
third production line in East Providence, andtfifund a portion of the design, development antstroction of a second production plant in
Europe, Asia or North America. We expect to supgetour cash balance with anticipated cash flomsfoperations, local government
grants, debt financings and potential equity finags to provide the capital required to completefitst production line in our second facility.

Primary Sources of Liquidity

Our principal source of liquidity is currently ocash and cash equivalents. Cash and cash equivatemdist primarily of cash on deposit
with banks. As of September 30, 2014, we had $&8llibn of cash.

From our inception to September 2014, our primaryrees of liquidity were funds raised through issies of common stock, preferred
stock, subordinated notes, senior convertible natelsconvertible notes to venture capital fundsathér private investors. In June 2014, we
completed an initial public offering of our commstock and received net proceeds after underwritisgounts and offering expenses of $74.7
million. Upon the closing of the offering, all pdipal and accrued interest of our senior convertifiites and our convertible notes
automatically converted into shares of our comntonks In addition, we utilized $19.8 million of tmet proceeds of the offering to repay all
amounts outstanding under our subordinated notsesolving credit facility. At September 30, 20Dy total debt obligations were $0.2
million in capital lease obligations. At SeptemB&r 2014, we also had $1.7 million of outstandiettelrs of credit.

In March 2011, we entered into a $10.0 million fgirg credit facility with Silicon Valley Bank. Thifacility has been amended at
various dates through 2014. On September 3, 20d4mended our line of credit agreement to exteadrtaturity date of the facility to
August 31, 2016 and increase the maximum amourare/@ermitted to borrow, subject to continued caverompliance and borrowing base
requirements, from $10 million to $20.0 million. éair election, the interest rate applicable to twwmgs under the amended line of credit may
be based on the prime rate or the LIBOR. Primelvated rates vary from prime rate plus 0.75% peu@nto prime rate plus 1.75% per
annum, while LIBOR-based rates vary from LIBOR pRuig5% per annum to LIBOR plus 4.25% per annum.

Based on the available borrowing base, the effe@wmount available to us at September 30, 2014028 million due to the
$1.7 million of outstanding letters of credit. ABSeptember 30, 2014, we had no outstanding baldraven on the line of credit. In addition,
we are required to pay a monthly unused revolving flacility fee of 0.5% per annum of the averagesed portion of the revolving credit
facility. The revolving credit facility has a mattyrdate of August 31, 2016.
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Analysis of Cash Flow
Net Cash Provided by (Used in) Operating Activi

During the nine months ended September 30, 2014enerated $1.9 million net cash from operating/aiets, as compared to using
$14.0 million in net cash during the comparableqzeof 2013, an increase of $15.9 million. Thisrewse was primarily the result of the che
in net loss adjusted for non-cash items in theogleof $3.7 million and an increase in cash fromngjes in operating assets and liabilities of
$12.2 million.

Net Cash Used in Investing Activiti

Net cash used in investing activities is primarélated to capital expenditures to support our ginolNet cash used in investing activities
for the nine months ended September 30, 2014 ah8 ®@s $4.6 million and $1.7 million, respectivedynd included capital expenditures
primarily for machinery and equipment to improve throughput and efficiency and to expand the dapatour East Providence
manufacturing operations.

Net Cash Provided by Financing Activiti

Cash flows from financing activities primarily inele (i) the net proceeds from the completion ofinitial public offering, (ii) issuances
of senior convertible notes and convertible ndi@srepayments of our subordinated notes, (ivirbwings and repayments under our line of
credit, (v) repayments under capital leases, $giances of common stock, and (vii) related expense

Net cash provided by financing activities for theenmonths ended September 30, 2014 totaled $5#i8mFinancing activities during
the period included $74.7 million of net proceedsf the initial public offering and $4.5 millionfdorrowings under the line of credit, offset,
in part, by $18.8 million of repayments on our sutimated notes, $5.5 million of repayments underlithe of credit and other payments of §
million.

Net cash provided by financing activities for theenmonths ended September 30, 2013 totaled $1ili8nrmFinancing activities during
the period primarily consisted of $18.5 millionpbceeds from the issuance of senior convertiblesoffset by $0.9 million of related
financing costs and $1.3 million of net repaymantder the line of credit.

Off Balance Sheet Arrangements

Since inception, we have not engaged in any otirzd sheet activities as defined in Item 303(a){4Regulation S-K.
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Recent Accounting Pronouncements

Information regarding new accounting pronouncemanitscluded in note 3 to our unaudited consoliddieancial statements contained
in Item 1 of this Quarterly Report on Form 10-Q.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordaitbeaccounting principles generally acceptechia United States of America. The
preparation of our financial statements and reldtedosures requires us to make estimates, aseum@nd judgments that affect the reportec
amount of assets, liabilities, revenue, costs aperses and related disclosures. We believe thadtimates, assumptions and judgments
involved in these accounting policies have the gstgpotential impact on our financial statemeais therefore, we consider these to be our
critical accounting policies. Accordingly, we evale our estimates and assumptions on an ongoing as actual results may differ from
these estimates under different assumptions anditcmms. See our Prospectus and note 3 to our ¢idased financial statements included
elsewhere in this Quarterly Report on Form 10-Qirisrmation about these critical accounting p@g;ias well as a description of our other
significant accounting policies.
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Certain Factors That May Affect Future Results of Qperations

The Securities and Exchange Commission, or SE@ueages companies to disclose forward-looking mition so that investors can
better understand a company’s future prospectsraie@ informed investment decisions. This QuartBeport on Form 10-Q contains such
“forward-looking statements” within the meaningtbé Private Securities Litigation Reform Act of 399 hese statements involve known and
unknown risks, uncertainties and other importaotdis which may cause our actual results, perfoomam achievements to be materially
different from any future results, performanceachievements expressed or implied by the forwao#tit@ statements. Forward-looking
statements include, but are not limited to, statémabout: our beliefs in the appropriateness ofagsumptions, the accuracy of our estimates
regarding expenses, loss contingencies, futurentes future profits, capital requirements, andniéed for additional financing; the
performance of our aerogel blankets; the estimatistts of our third production line on our annnameplate capacity; our estimates of annus
production capacity; our beliefs about the usefssnaf the square foot operating metric; our bekdfsut the financial metrics that are
indicative of our core performance; our beliefsattihe usefulness of our presentation of AdjustBHTBPA; our expectations about the effect
of manufacturing capacity on financial metrics sashAdjusted EBITDA,; our beliefs about the outcorfégcts or estimated liabilities of
current or potential litigation; our expectatiormat hiring additional personnel; our plans to dewgubstantial resources to the development ¢
new aerogel technology; our expectations aboutuaroahix; our beliefs about the impact of sales @iitcreases; our expectations about future
material costs and manufacturing expenses as amqage of revenue; our expectations of future gposfit and the effect of manufacturing
expenses, manufacturing capacity and productivitgrmss profit; our expectations about our resaiecel other investments in new
technology and related research and developmeiniti@st and associated expenses; our expectatiomst short and long term (a) research an
development (b) general and administrative andgtgs and marketing expenses; our expectationsntihcied revenue growth, increased g
profit, and improving cash flows; our expectati@®ut incurring significant capital expendituredhia future; our expectations about the
expansion of our workforce and resources and fecebn sales and marketing, general and admitiigraand related expenses; our
expectations about future product revenue and ¢rofvtlemand for our products; our expectations abimieffect of stock based compense
on various costs and expenses; our expectationg pbtential sources of future financing; our bisligbout the impact of accounting policies
on our financial statements; our beliefs aboutetfiect of interest rates, inflation and foreignreuncy fluctuations on our results of operations
and financial condition; and our beliefs aboutélpansion of our international operations.

Words such as “may,” “will,” “anticipate,” “estimaf’ “expects,” “projects,” “intends,” “plans,” “beves”and words and terms of simil
substance used in connection with any discussidatofe operating or financial performance, idgnfdrward-looking statements. All forward-
looking statements are management’s present exjmrstaf future events and are subject to a nurobasks and uncertainties that could
cause actual results to differ materially and asligrfrom those described in the forward-lookirgtestnents. These risks include, but are not
limited to, those set forth in Part I, Item 1Atbis Quarterly Report on Form 10-Q and under thedhmg “Risk Factors” contained in the
Prospectus.

In light of these assumptions, risks and unceiigsnthe results and events discussed in the fdrAwaking statements contained in this
Quarterly Report on Form 10-Q might not occur. Bhmiders are cautioned not to place undue reliancie forward-looking statements,
which speak only as of the date of this Quartegp&tt on Form 10-Q. We are not under any obligatom we expressly disclaim any
obligation, to update or alter any forward-lookstgtements, whether as a result of new informafignre events or otherwise. All subsequent
forward-looking statements attributable to Aspemofels, Inc. or to any person acting on its behadfexpressly qualified in their entirety by
the cautionary statements contained or referréal tiois section.
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ltem 3.  Quantitative and Qualitative Disclosures About Market Risk.

Market risk represents the risk of loss that magant our financial position due to adverse chafmgésancial market prices and rates.
Our market risk exposure results primarily froncfluations in interest rates as well as from infiatiln the normal course of business, we are
exposed to market risks, including changes in @sterates which affect our line of credit under mwolving credit facility as well as cash
flows. We may also face additional exchange ratein the future as we expand our business intiemeilty.

Interest Rate Risl

We are exposed to changes in interest rates indhmal course of our business. At September 304,20& had unrestricted cash of $&
million. These amounts were held for working cdgitarposes in our operating cash account at a diahmstitution in the United States. We
believe that we do not have any material exposuphanges in the fair value of our cash as a re$alanges in interest rates.

As of September 30, 2014, we have no debt outstgrather than capital leases obligations of appnaxely $0.2 million with fixed
interest rates. In September 2014, we amendedewalving credit agreement to extend the maturitye dd the facility to August 31, 2016 and
increase the maximum amount we are permitted tohoisubject to continued covenant compliance awdolwing base requirements, from
$10 million to $20.0 million. As of September 3@12, we had no outstanding balance drawn on thelvieng credit facility and outstanding
letters of credit of $1.7 million. At our electiothe interest rate applicable to borrowings unteramended line of credit may be based on the
prime rate or the LIBOR. Prime rate-based rateg fram prime rate plus 0.75% per annum to prime mtis 1.75% per annum, while LIBOR-
based rates vary from LIBOR plus 3.75% per annubd B®R plus 4.25% per annum. Based on the availbbleowing base, the effective
amount available to us at September 30, 2014 wa.g $iillion due to the $1.7 million of outstandilagters of credit.

Inflation Risk

Although we expect that our operating results bdlinfluenced by general economic conditions, waaldelieve that inflation has hau
material effect on our results of operations dutimgperiods presented. However, our business majfbcted by inflation in the future.

Foreign Currency Exchange Risk

We are subject to certain risks inherent to opegati a global economy. Principally all of our reve, receivables, purchases and debts
are denominated in U.S. dollars. Although our imétional operations involving foreign currencies amnrrently not significant compared to «
operations denominated in U.S. dollars, we expeekpand our international operations in the logrgat An expansion of our international
operations will increase our potential exposuriuctuations in foreign currencies.

ltem 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedur&¥e maintain disclosure controls and procedurasdte designed to ensure that
information required to be disclosed in the reptreg we file or submit under the Securities andtaxnge Act of 1934, as amended, or the
Exchange Act, is recorded, processed, summarizedegrorted within the time periods specified in 8€C'’s rules and forms and is
accumulated and communicated to our managemehiding our principal executive officer and prindifimancial officer, or persons
performing similar functions, as appropriate to@waiitimely decisions regarding required disclosure.

As of September 30, 2014, our management, witlpéngcipation of our principal executive officerdaprincipal financial officer, evaluated 1
effectiveness of our disclosure controls and prooesi (as defined in Rules 13a-15(e) and 15d-15(@@uthe Exchange Act). Our managemen
recognizes that any controls and procedures, ntentatw well designed and operated, can providg mdsonable assurance of achieving
objectives, and management necessarily appligsdtgnent in evaluating the cost-benefit relatiopstfi possible controls and procedures.
Based on such evaluation, our principal executffieer and principal financial officer have conckd) that, as of September 30, 2014, our
disclosure controls and procedures were effectivensure that information required to be discldsgeds in the reports that we file or submit
under the Exchange Act is recorded, processed, suied and reported within the time periods spedifn the SEC’s rules and forms, and is
accumulated and communicated to our managemehiding our principal executive officer and prindifimancial officer, or persons
performing similar functions, as appropriate t@wailtimely decisions regarding required disclosure.
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(b) Changes in Internal ControlsDuring the three months ended September 30, 2B&re were no changes in our internal control over
financial reporting, as such term is defined ind?ul3a-15(f) and 15(d)-15(f) promulgated under&kehange Act, that have materially
affected, or are reasonably likely to materiallieaf, our internal control over financial reporting
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PART Il — OTHER INFORMATION

tem 1. Legal Proceedings

We are not currently a party to any material lggakeedings.

Item 1A. Risk Factors.
Risks Related to Our Business and Strategy
We have incurred net losses since our inceptiondame may continue to incur net losses in the futiaed may never reach profitability.

We have a history of losses, and we may not eveeee profitability. We experienced net losses 2.8 million, $56.1 million and
$47.6 million for the years ended December 31, 2@012 and 2013, respectively, and $63.6 milliantfie@ nine months ended September 30,
2014. As of September 30, 2014, our accumulateditefas $396.4 million. We expect to continue taur operating losses as a result of
expenses associated with the continued developamehéxpansion of our business. Our expenses inshide and marketing, research and
development, and general and administrative cBstshermore, these expenses are not the only fatftat may contribute to our net losses.
For example, interest expense on any debt thahewe in the future could contribute to our net EsssAny failure to increase revenue or
manage our cost structure as we implement inigatie grow our business could prevent us from a&ifgeprofitability, or sustaining
profitability if we do achieve it. In addition, oability to achieve profitability is subject to amber of the risks and uncertainties discussed
below, many of which are beyond our control. Fa&lto become and remain profitable may adversegcathe market price of our common
stock and our ability to raise capital and continperations.

We have yet to achieve positive cash flow, and alitity to generate positive cash flow is uncertain

To develop and expand our business, we have mgdiicant up-front investments in our manufacturagapacity and incurred research
and development, sales and marketing and genetadministrative expenses. In addition, our grokah required a significant investment in
working capital over the last several years. Weeh@ad negative cash flows from operating activioe$24.2 million, $25.9 million and
$13.7 million for the years ended December 31, 22012 and 2013, respectively.

While we had cash provided by operating activiie$1.9 million for the nine months ended Septen88r2014, we expect that for the
foreseeable future our overall cash flow will remagegative. In particular, we will need cash todwur significant planned future capital
expenditures to expand our manufacturing capaéfiy will also require significant amounts of workiogpital to support our growth and we
will need to increase our inventories of raw maiterand our products as we seek to grow our busiteaddition, from time to time, we may
have debt maturities that will require cash in oitderepay those obligations. We may not achieficgent revenue growth to generate posi
future cash flow and, therefore, we may need tweradditional capital from investors to achieve expected growth. An inability to generate
positive cash flow for the foreseeable future ésgadditional capital on reasonable terms, iflatreay decrease our long-term viability.

We are dependent on a sole manufacturing facili§ny significant disruption to this facility or thdailure of either of our two production
lines in this facility to operate according to owxpectation could have a material adverse effectoam business and results of operations.

We currently operate only two production lines ireananufacturing facility, which is located in ERsbvidence, Rhode Island. Our
ability to meet the demands of our customers depencefficient, proper and uninterrupted operatainhis manufacturing facility. In the
event of a significant disruption to our sole mautdiring facility or breakdown of either productilime, we currently do not expect that we
would have sufficient inventory in stock to meetr@ad until the production lines return to operation

Power failures or disruptions, the breakdown, failar substandard performance of equipment, od&ineage or destruction of buildings
and other facilities due to fire or natural disestuld severely affect our ability to continug operations. In the event of such disruptions
are unlikely to find suitable alternatives or mapt he able to make needed repairs on a timely laasist reasonable cost, which could have a
material adverse effect on our business and resitiperations. In particular, our manufacturinggasses include the use of both high
temperatures and flammable chemicals, which subjexto a significant risk of loss resulting froine f
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We had occasional incidences of fires at our ihigiaility in Northborough, Massachusetts that geed our current manufacturing
facility in East Providence, Rhode Island. If oummfacturing facility were to be damaged or cegsrations, it may reduce revenue, cause U
to lose customers and otherwise adversely affacbosiness. The insurance policies we maintairot@closses caused by fire or natural
disaster, including business interruption insurantay not adequately compensate us for any susksand will not address a loss of
customers that we expect would result. If our saésufacturing facility was damaged or destroyedrpgn the commencement of operations ai
a second manufacturing facility, which is curreréipected to be 2017, we would be unable to operatbusiness for an extended period of
time and our business and results of operationsheayaterially adversely affected, potentially etleeatening our viability.

If we fail to achieve the increase in production gacity that our continued growth requires in a tifyemanner, or at all, our growth may b
hindered and our business or results of operatiangy be materially adversely affected.

Our continued growth requires that we increasepooduction capacity. Consequently, we are engag#ukei design, engineering and
initial procurement phase of building a third protdon line in our manufacturing facility in Eastd®idence and also plan to construct a secon
manufacturing facility located in Europe, Asia corth America. If, for any reason, including ourliiay to obtain financing, the third
production line or the second manufacturing facsihould fail to be completed in a timely manneraball, or any of the production lines in
any future manufacturing facilities do not operateording to our expectations, sales may be imparedyrowth may be hindered and our
business or results of operations may be matealyersely affected.

Many factors could delay or prevent the additiom dliird production line or the construction ofee@nd manufacturing facility or cause
us to reduce the scale or scope of the new fas|ithcluding:

e our inability to obtain financing on favorable tesnor at all;

» design, engineering and construction difficultieslelays;

» our failure or delay in obtaining necessary legagulatory and other approva

» interruptions in the supply of the necessary eqeipimor construction materials or labor or an iaseein their price
» opposition of local interests; al

e natural disasters, accidents, political unrestrforeseen event

Many factors could prevent the third productiorelor the second manufacturing facility from prodigcat their expected effective or
nameplate capacity or could cause us to reducsctile or scope of the new facilities, including:

» design and engineering failure
» inability to retain and train a skilled workforc

» the challenges of operating significantly highhelume equipment at the planned second factigntcurrently employed at our
existing facility in East Providenc

» improper operation of the manufacturing equipm

» decreases in our manufacturing yields due tmemease in the cost of the materials needed teernar products or the inefficient
use of these materials in our manufacturing proc

» strikes or labor disputes; a

« damage to the manufacturing equipment due to desigrengineering flaws, construction difficultiesoperator errot

Any such expansion will place a significant stramour senior management team and our financiab#met resources. The costs
associated with our expansion could exceed ourcapens and result in a materially adverse impacbur business, results of operations,
financial condition and cash flows.

If we are unable to complete the projects contetagdlahe costs incurred in connection with suchegats may not be recoverable. For
example, during 2013, we redesigned and reduceplémged scale of the third production line. Aesult, we reviewed the construction in
progress assets associated with the third produlitie and determined that $3.0 million had no fetuse.
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In addition, we concluded that an additional $0iion of construction in progress assets wereutiized or functional. Accordingly, we
recorded a $3.4 million impairment charge durin@2€elated to the writeff of construction in progress assets. A simitdesign or reductic
in scale could affect the planned third productioa or the second manufacturing facility and sanimpairments of our assets in the future
could harm our financial condition.

If the expected growth in the demand for our prodaaoes not follow each of our planned capacity arpions, then our business will k
materially adversely affected.

As we pursue our capacity expansion plans, weimdlir significant capital expenses and increaseel$eof manufacturing expenses in
anticipation of expected growth in demand for owrdpicts. In particular, we expect that these sultisieadditional expenditures will be made
by us significantly in advance of the existencé¢heflevel of demand that would ensure the mostiefit use of our planned new capacity. As ¢
result, if the expected growth in demand for owduicts fails to materialize within a reasonable am@f time following each of our planned
capacity expansions, then we would suffer decrelesadis of cash flow and our financial conditiordarsults of operations would be adver:
affected.

We will require significant additional capital toyrsue our growth strategy beyond the constructiofhoair third line in our East Providence
facility, but we may not be able to obtain additarfinancing on acceptable terms or at a

The growth of our business will depend on subséhatnounts of additional capital for constructidmew production lines or facilities,
ongoing operating expenses and continued develapofi@ur aerogel product lines. Our capital requieats will depend on many factors,
including the rate of our revenue growth, our idtretion of new products and enhancements to egigtiaducts, and our expansion of sales
and marketing and product development activitiegdrticular, our plans to construct a second nmatufing facility in Europe, Asia or North
America are dependent on our ability to securetgriiom governments and to raise debt and poténgglity. There is no assurance of our
ability to obtain any such type of financing onmtsracceptable to us or at all.

In addition, we may consider strategic acquisitiohsomplementary businesses or technologies to guor business, which could requ
significant capital and could increase our camtqlenditures related to future operation of theuaed business or technology.

We may not be able to obtain loans or additionpltahon acceptable terms or at all. Moreover,loan and security agreement with
Silicon Valley Bank under which we have the abitityborrow up to $20.0 million contain restrictioms our ability to incur additional
indebtedness, which, if not waived, could prevenmtram obtaining needed capital. Any future créaliflities or debt instruments would likely
contain similar restrictions. We may not be ablelttain bank credit arrangements or effect an gauitiebt financing on terms acceptable to
us or at all in order to fund our future capacipa@&nsion plans. A failure to obtain additional ficeng when needed could adversely affect our
ability to maintain and grow our business.

The market for insulation products incorporating aegel blankets is relatively undeveloped and oungucts may never be widely adopted,
which would have a material adverse effect on owsiness.

The market for insulation products utilizing aerbigiankets is relatively undeveloped. Accordinglyy future results of operation will
depend in large part on our ability to gain matedre of the global energy infrastructure insutatitarket. Our ability to gain market share in
this market is highly dependent on the acceptahoamproducts by large, well-established end-ysdistributors, contractors and OEMs. The
energy infrastructure insulation market has histily been slow to adopt new technologies and prtsdiMost insulation types currently in use
in these markets have been in use for over 50 ybkaagidition, there is a tendency of end-usesoime of our markets to opt for the frequently
lower short-term costs of traditional insulationterals. If we fail to successfully educate exigtand potential end-users, distributors,
contractors and OEMs regarding the benefits ofa@nogel products, or if existing users of our paiguno longer rely on aerogel insulation for
their insulation needs, our ability to sell our guots and grow our business could be limited.

In particular, because we are still often a newpfigpto our end-use customers, we may face cosdeom these end-use customers
about our reliability and our ability to producerquoducts in a volume sufficient to meet theirglymeeds. As a result, we may experience a
reluctance or unwillingness by existing end-usdamsrs to expand their use of our products anddbgntial end-use customers to begin using
our products. Our products may never reach magstiadp and changes or advances in technologiesl @luersely affect the demand for our
products.
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A failure to increase, or a decrease in, demanddoogel insulation products caused by lack of eset-or distribution channel acceptance,
technological challenges or competing technologiesproducts would result in a lower revenue growth or decreased revenue, either of
which could materially adversely affect our busgaad results of operations.

Our products are expensive relative to other instida products, which could make it more difficulbf us to grow our revenue and achieve
broader adoption of our aerogel products.

While we believe our products have superior peréorae attributes and may sometimes have the lowssba a fully-installed basis or
offer life-cycle cost savings, our competitors offieany traditional insulation products that areed below our products. Our products are
expensive relative to other insulation products end-use customers may not value our productsbpadnce attributes sufficiently to pay
their premium price. This could make it more diflicfor us to grow our revenue and achieve broadeption of our aerogel products. In
addition, some of the benefits of our productsha®ed on reduced installation time and relatedrlakpense. In regions where labor costs are
significantly lower than in the United States anddpe, the cost benefits of reduced installatiore may not be adequate to overcome the
relatively high price of our products and may mikaore difficult for us to grow our revenue in $uegions.

Growth has placed significant demands on our managent systems and our infrastructure. If we fail tnanage our growth effectively, we
may be unable to execute our business plan, addoesapetitive challenges and meet applicable prodsmtcifications and technical and
delivery requirements.

We may be unable to manage our growth. To managarticipated future growth, we must continue to:

e improve our existing, and implement additiomagnagerial capabilities, manufacturing, salesraatketing, and engineering
operations, research and development capabiliggsi/atory compliance systems and financial coratnal reporting system

« expand our manufacturing and distribution facisifiand

e continue to recruit and train additional qualifigeksonnel

All of these measures will require significant exgitures and will demand the attention of managénfgcertain points in the past,
significant growth in demand for our product has gur management and manufacturing systems undén.sitn addition, the physical
expansion of our operations may lead to significarsts and may divert our management and busimestagpment resources. Furthermore, we
compete for personnel and advisors with other caonggaand other organizations, many of which argelaand have greater name recognition
and financial and other resources than we do. Dweit limited resources, we may not be able toctiffely manage the expansion of our
operations or recruit and adequately train addiiqualified personnel or retain personnel. Anybifity to manage growth could result in a |
of existing customers and revenues, delays inxkewtion of our business plans, and disruptionusfaperations. If we fail to achieve the
necessary level of efficiency in our organizatieritagrows, our business, results of operationsfaraghcial condition would be harmed.

We allocate our operations, sales and marketisgareh and development, general and administratiddinancial resources based on
our business plan, which includes assumptions ahauént and future orders from customers. Howehexse factors are uncertain. If our
assumptions regarding these factors prove to erect or if competing products gain further aceept, then actual demand for our aerogel
products could be significantly less than the desinae anticipate and we may not be able to sustaimevenue growth or achieve profitabili

From time to time we have had difficulty consistgnproducing product that meets applicable prodwsgtecifications and technical and
delivery requirements, and such difficulties coudtkpose us to financial, contractual or other lialiies.

Our insulation products are technologically advanaed require a precise and complex manufactunioggss. Because of the precision
and complexity of this manufacturing process amdhighperformance characteristics of our products, fronetto time we have had difficul
consistently producing product that meets applieabpkcifications and technical and delivery reguests, including our, our customers’ and
the end-user’s specifications and requirements.rapiel growth in demand for our products has cbated to this difficulty by putting
significant pressure on our management, our pesd@md our production facilities. See “Risk FactersGrowth has placed significant
demands on our management systems and our inttaseulf we fail to manage our growth effectivelye may be unable to execute our
business plan, address competitive challenges @ed applicable product specifications and techraodl delivery requirements.” Any failure
to meet these product specifications or techniedldelivery requirements could result in the teatiion of existing customer contracts or
purchase orders, the elimination or reduction tirel purchase orders, the impairment of customatioaships, and the incurrence of financ
contractual or other liabilities. Products thatrad meet these specifications or requirements rsyexpose us to warranty and product
liability claims and associated adverse publicitgy such termination, reduction, impairment, liéibr publicity could result in a broader Ic
of existing customers and revenues and delay theution of our business plans, disrupt our openatemd harm our results of operation and
financial condition.
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The markets we serve are subject to general ecoreannditions and cyclical demand, which could hawwar business and lead to
significant shifts in our results of operations fra quarter to quarter that make it difficult to preict lon¢-term performance.

Our results of operations have been, and may ifutivee be, adversely affected by general econ@mnditions and the cyclical pattern
of certain industries in which our customers and-esers operate. Demand for our products and ssrdepends in large part upon the level o
capital and maintenance expenditures by many otostomers and end-users, in particular thosedrettergy, petrochemical and power
generation industries, and firms that design, constnd operate facilities for these industries.

These customers’ expenditures historically haven fgelical in nature and vulnerable to economic dtwsns. In particular, profitability
in the energy industry is highly sensitive to sypghd demand cycles and commodity prices, whictohczlly have been volatile; and our
customers in this industry historically have tenttedelay large capital projects, including expeasnaintenance and upgrades, during ind
downturns. Customer project delays may cause fhtics in the timing or the amount of revenue eduared our results of operations in a
particular period. Prolonged periods of little @ economic growth could decrease demand for oilgasdwhich, in turn, could result in lower
demand for our products and a negative impact omeswlts of operations and cash flows. In addjttbrs historically cyclical demand and
potential customer project delays may lead to figant shifts in our results of operations from gaato quarter, which limits our ability to
make accurate long-term predictions about our &upgrformance. We estimate that sales towsedeustomers in the energy industry accot
for approximately 87% of our 2013 revenues and ypeet that they will account for a significant port of our future revenues.

A sustained downturn in the energy industry, duererluced energy demand or lower oil and gas pricas)ld decrease demand for some
our products and services, which could have a matkadverse effect on our business, financial cotidh and results of operations.

Demand for a significant portion of our productsl @ervices depends upon the level of capital expeedoy companies in the energy
industry, which depends, in part, on energy pri€eies of oil and gas have been volatile ovelptst three years, with a moderate increase
throughout 2010 and higher volatility from 2011ahgh 2013. A sustained downturn in the capital egares of our customers, whether due
to a decrease in the market price of oil and gatwrwise, may delay projects, decrease demanalfoproducts and services and cause
downward pressure on the prices we charge, whicturn, could have a material adverse effect orbaginess, financial condition and results
of operations. Such downturns, including the peiioeghat they might continue, could have a siguifit negative impact on the market pric
our common stock.

A substantial portion of our revenue comes from salin foreign countries and we may expand our oggéas outside of the United State
which subjects us to increased economic, operaticarad political risks that could increase our cosasid make it difficult for us to continue
to operate profitably.

A substantial portion of our sales are to shipnaestinations outside the United States, includm@anada, Taiwan, Brazil, South Kor
Norway, Japan, Germany, Singapore, India and theetdKingdom. Total revenue generated from outsidihe United States, based on
shipment destination or research services locaiomgunted to $30.8 million or 67% of total rever®#3.5 million or 69% of total revenue,
and $55.9 million or 65% of total revenue, in tlemags ended December 31, 2011, 2012 and 2013, tesbhecand $39.4 million or 64% of
total revenue and $48.9 million or 66% of totalerue in the nine months ended September 30, 2@L3CHHA, respectively. In addition, we
may expand our operations outside of the UniteteStancluding our manufacturing operations in emtion with our planned second
manufacturing facility expected to be located imdpe, Asia or North America. As a result, we arejsct to a number of risks, including, but
not limited to:

» labor rules and collective bargaining arrangetsién foreign jurisdictions, in particular in tegent that our planned second
manufacturing facility is located outside of theitdd States

« difficulty in staffing and managing (includirepmsuring compliance with internal policies and cols) geographically widespread
operations

» the effect of applicable U.S. and foreign teatures, including tax rates that may be highanttax rates in the United States or
taxes that may be duplicative of those imposetiénnited States

« trade relations between the United States and tfeosign countries in which our customers and sigpphave operations, includi
protectionist measures such as tariffs and impoeport licensing requiremen

» general economic and political conditions isleaountry, which may interfere with, among othengs, our supply chain, our
customers and all of our activities in a particltaation;

« difficulty in the enforcement of contractualligiations in non-U.S. jurisdictions and the collentof accounts receivable from
foreign accounts

« different regulatory regimes in the various colettin which we operate or sell our produ

» inadequate intellectual property protection in fgnecountries
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» the difficulties and increased expense in cgingl with multiple and potentially conflicting dorsic and foreign laws, regulations,
product approvals and trade standards, includiadJts. Foreign Corrupt Practices Act and similai-bribery laws in non-U.S.
jurisdictions, as well as the rules and regulatioihthe U.S. Office of Foreign Assets Control aidigr sanctions laws

» foreign currency exchange controls, restrictiand fluctuations, which could result in reducaeenue and increased operating
expense

» transportation delays or interruptions; ¢

» terrorist activity and political unrest, particulagiven the use of our products at energy faetit

Our success will depend in large part on our ghititmanage the effects of continued global p@itar economic uncertainty, especially
in our significant geographic markets.

Because of our significant international operationse could be materially adversely affected by \iias of the U.S. Foreign Corrup
Practices Act and similar an-corruption, anti-bribery and anti-kickback laws.

We operate on a global basis, with 68% of our pecbdales in 2013 being made to destinations outhkigl®nited States, including
Canada, Europe, Asia, South America and the Mildkst. Our business operations and sales in cosimnigside the United States are subject
to anti-corruption, anti-bribery and anti-kickbdekvs and regulations, including restrictions impgbbg the Foreign Corrupt Practices Act, or
FCPA, as well as the United Kingdom Bribery Act26f10, or UK Bribery Act. The FCPA, UK Bribery A&nd similar anti-corruption, anti-
bribery and anti-kickback laws in other jurisdictiogenerally prohibit companies and their interragds and agents from making improper
payments to government officials or any other pasdor the purpose of obtaining or retaining businé&Ve operate and sell our products in
many parts of the world that have experienced gowental corruption to some degree and, in cerfatumstances, strict compliance with
anti-corruption, anti-bribery and anti-kickback way conflict with local customs and practices. W& our employees concerning anti-
corruption, anti-bribery and anti-kickback laws drale policies in place that prohibit employeesfimaking improper payments. We are
implementing internal controls and procedures deigo ensure that we comply with anti-corruptamtj-bribery and antiickback laws, rule
and regulations and mitigate and protect againstiption risks. We cannot provide assurance thatrdarnal controls and procedures will
protect us from reckless, criminal or other actsgotted by our employees or thighrties with whom we work. If we are found to teblie for
violations of the FCPA or similar anti-corrupticamti-bribery and anti-kickback laws in internatibjaisdictions, either due to our own acts or
out of inadvertence, or due to the acts or inadwes of others, we could suffer criminal or ciuiléfs or penalties or other repercussions,
including reputational harm, which could have aemnat and adverse effect on our business, restitiperations and financial condition.

A failure to comply with export control or economganctions laws and regulations could have a maaéadverse impact on our busines
results of operations or financial condition. We mide unable to ensure that our distributors complth applicable sanctions and export
control laws.

We operate on a global basis, with 68% of our pcbdales in 2013 being made to destinations outhkigl®nited States, including
Canada, Europe, Asia, South America and the Mildkst. We face several risks inherent in condudiiminess internationally, including
compliance with applicable economic sanctions lang regulations, such as laws and regulations ast@iad by the United States Departn
of Treasury’s Office of Foreign Assets Control@IFAC, the United States Department of State andJtiiteed States Department of
Commerce. We must also comply with all applicabieast control laws and regulations of the Unitedt&¢ and other countries. Violations of
these laws or regulations could result in significadditional sanctions including criminal or cifites or penalties, more onerous compliance
requirements, more extensive debarments from expimiteges or loss of authorizations needed todemt aspects of our international
business.

In certain countries, we may engage third partynéger intermediaries, such as customs agentsf wnaour behalf and if these third
party agents or intermediaries violate applicahled, their actions may result in criminal or ciuiles or penalties or other sanctions being
assessed against us. We take certain measuresetksigensure our compliance with U.S. export athemic sanctions law and we believe
that we have never sold our products to Iran, C8odan or Syria through third party agents or inestiaries or made any effort to attract
business from any of these countries. Howeves, pibissible that some of our products were soldilbbes/sold to distributors or other parties
that, without our knowledge or consent, re-expodedill re-export such products to these countridghough none of our non-U.S.
distributors are located in, or to our knowledgmauct business with Iran, Cuba, Sudan or Syrianag not be successful in ensuring
compliance with limitations or restrictions on esss with these or other countries subject to enaneanctions. There can be no assurance
that we will be in compliance with export contraleconomic sanctions laws and regulations in theréu
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Any such violation could result in significant ciimal or civil fines, penalties or other sanctiomsl aepercussions, including reputational harm
that could materially adversely impact our businessults of operations or financial condition.

We rely on sales to a limited nhumber of direct austers, including distributors, contractors and OEMfor the substantial majority of our
revenue, and the loss of one or more significantedit customers or several of our smaller direct tmsers could materially harm our
business. In addition, we understand from our ditezustomers that a substantial majority of theirlsa of our products are to a small
number of end-use customers and the loss of onenore significant end-use customers or several of smaller end-use customers could
materially harm our business.

A substantial majority of our revenue is generdteth sales to a limited number of direct customersluding distributors, contractors
and OEMs. For the years ended December 31, 2012, 28d 2013, total revenue from our top ten dicestomers represented 60%, 59% and
65% of our revenues, respectively, and represedfed of our revenues for the nine months ended Se#y@e30, 2014. In 2011, Enershield
Industries Ltd. represented 13% of our total reeeaind Aerogel Korea Co., Ltd. represented 10% otatal revenue; in 2012, Distribution
International represented 13% of our total revemu@013, Distribution International, Inc. repressh15% of our total revenue and AllTech
Consulting Co., Ltd. represented 11% of our tataknue; for the nine months ended September 33, 2ales to Distribution International,
Inc. and AllTech Consulting Co., Ltd represente8olaind 13% of our total revenue, respectively; amdHe nine months ended September 3C
2014, a major Asian energy company and Technipesgmted 14% and 10% of our total revenue. For efitte periods discussed above, tt
were no other customers that represented 10% & ofayur total revenues. Although the compositibowr significant distributors,
contractors and OEMs will vary from period to peligve expect that most of our revenues will corgjrfor the foreseeable future, to come
from sales to a relatively small number of diraestomers. In addition, we understand from our dicestomers that a substantial majority of
their sales of our products are to a small numbend-use customers.

Our direct customer concentration also createsfoiskccounts receivable exposure. As of Septerd®g2014, one of our direct
customers accounted for 18% of our accounts reblgiva

The majority of our sales to distributors are etiéeicon a purchase order basis. The contracts vee ied with our direct customers
generally do not include long-term commitments @mimum volumes that ensure future sales of our petsl In addition, we understand that
our direct customers’ contracts with easle customers also generally do not include susindoments or minimums. Consequently, our res
of operations may fluctuate significantly from metito-period based on the actions of one or maeifstant direct customers or end-use
customers.

A direct customer may take actions that affectangdéasons that we cannot anticipate or contrah s1$ reasons related to an end-use
customer’s financial condition, changes in busiretsstegy or operations, the introduction of aléirre competing products or as the result of
the perceived quality or cost-effectiveness ofmnaiducts. Our agreements with these direct customay be cancelled if we fail to meet
certain product specifications or materially bretttlhagreement or for other reasons outside ofonitrol. In addition, our direct customers
may seek to renegotiate the terms of current ageatsmor renewals. The loss of, or a reduction iessar anticipated sales to, one or more of
our significant direct customers or end-use custeroeseveral of our smaller direct customers a-@$e customers could have a material
adverse effect on our business, financial condiiod results of operations.

If we are unable to maintain our technological adutage over our competitors, our business may beendely affected

We are researching, developing, manufacturing atithg high-performance aerogel insulation produBapid and ongoing changes in
technology and product standards could quickly eemdir products less competitive, or even obsopetgicularly if we fail to continue to
improve the performance of our insulation produd¥e. are currently developing new applications far existing products as well as new
aerogel technologies; however, we may not be ssfidaa doing so and new applications or technasgnay not be commercially useful.
Other companies that are seeking to enhance traditinsulation materials have recently introduoedre developing other emerging and
potential insulation technologies. These competitoe engaged in significant development work esehvarious insulation products.
Competing technologies that outperform our insatath one or more performance attributes couldéesibped and successfully introduced.
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We are also aware of certain companies that havelaiged or are developing products using aerogbhiglogy similar to our technology and
these or other companies could introduce aerogelyats that compete directly with our products aatperform them in one or more
performance attributes. As a result of this contjpetiand potential competition, our products maycampete effectively in our target marki

The energy infrastructure insulation market is hidgyr competitive; if we are unable to compete sucéelbs we may not be able to increase
or maintain our market share and revenues.

We face strong competition primarily from estabéidhmanufacturers of traditional insulation matsridlarge producers of traditional
insulation materials, such as Johns Mansville, t8ambain, Knauf Gips, Owens Corning and Rockwoomhmehate the insulation market. In
addition, we face competition from other comparsiesking to develop high-performance insulation nelte including aerogel insulation. For
example, Cabot Corporation manufactures, marketsalhs a different form of aerogel insulation tisatompetitive with our products,
particularly in the offshore oil and gas sectordee in pipe-in-pipe applications. Many of our cetiors are substantially larger and better
capitalized than we are and possess greater fiaesiources. In addition, we are aware of congrstin China that manufacture and market
aerogel insulation products. Our competitors cdotdis their substantial financial resources to tgveew or additional competing products
develop products that are more attractive to p@tkeoastomers than the products that we offer.

Because some insulation manufacturers are sulstaidirger and better capitalized than we arey thay have the ability to sell their
products at substantially lower costs to a largesteg customer base. Our products are expensiative to other insulation products and end-
use customers may not value our produstigerior performance attributes sufficiently to pagir premium price. In addition, from time to &
we may increase the prices for our products ansktpeice increases may not be accepted by our smdustomers and could result in a
decreased demand for our products. Similarly, we make changes to our products in order to respmedstomer demand or to improve t
performance attributes and these changes may rastdepted by our end-use customers and could iesuliecrease in demand for our
products. Any of these competitive factors couldkeni more difficult for us to attract and retaimstomers, cause us to lower our prices in
order to compete and reduce our market share aedues, any of which could have a material adveffeet on our financial condition and
results of operations.

Negative perceptions regarding the safety or othéributes of our products or a failure or a peraaid failure of our products could have
material adverse effect on our results of operatsoand could make us unable to continue our business

Given the history of asbestos as an insulation rahteve believe that there is an elevated leveltténtion towards perceived health and
safety risks in the insulation industry. As a canssce, it is essential to our existing businessstamur future growth that our products are
considered safe. Even modest perceptions by egistipotential distributors, contractors or end-asstomers in our target markets that our
products are not safe could have a critical impacbur ability to sell our products and to contimsea business. There is risk of an actual or
perceived failure of our products or other negagigeceptions regarding our products, such as perddiealth hazards. For example, dust is
produced by our products during their installatmm use, which increases the likelihood of the guaion of hazard. Another example is the
potential for material failure in very high temptn@ applications. Like most insulation products; Byrogel XT and XT-E products will
normally go through a controlled burn-in procesmiediately after exposure to very high temperatufaesstalled improperly, the burn-in may
proceed too rapidly and the material may becomeadaah Further, our competitors have in the pastnaay in the future, seek to perpetuate
such perceptions. We are currently taking stegsltecate our distributors, contractors, OEMs andusadcustomers on the nature of our
products and the proper installation proceduregder to mitigate these risks. Such an event, @p#rception of such an event, could quickly
result in our direct and end-use customers repdacur products with traditional insulation matesiathich could have a material adverse effec
on our results of operations.

Our activities and operations are subject to numasochealth and safety laws and regulations. If wehite such regulations, we could face
penalties and fines or be required to curtail orase operations

We are subject to numerous health and safety ladsegulations in each of the jurisdictions in whige operate. These health and s¢
laws and regulations apply to us including withamets to hazardous substances that we use in owfatamring process and that certain of our
products contain. These hazardous substances éntitadium dioxide and carbon black, each of wiiel been determined, in certain forms
and at certain levels, to be possibly carcinogeniatherwise harmful to humans.
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Our processes also require the use of other reglfatbstances in raw material delivery and manuffiact, including among others, ethanol.
These laws and regulations require us to obtaimaaidtain permits and approvals and implement heaitl safety programs and procedure
control risks associated with our operations. Caamgke with those laws and regulations can requer®ncur substantial costs. Moreover, if
our compliance programs are not successful, weddoeilsubject to penalties or to revocation of arnpts, which may require us to curtail or
cease operations of the affected facilities. Inipalar, the construction of our third productiand in our East Providence facility will require
us to obtain new permits from various regulatorthatities and if the issuance of such permits welaysked or denied, it would slow or
potentially prevent the expansion of our manufaotucapacity. Violations of laws, regulations aretrit requirements may also result in
criminal sanctions or injunctions.

While we use hazardous substances, including titamdioxide and carbon black, in forms and at letedd are subject to current rules
and regulations, such rules and regulations magrheanore stringent such that we are required tafsnodr manufacturing process and such
that our customers’ use of our products may be atgah In addition, changes in our production or nfacturing process may result in uses
above currently permitted levels. Such uses or @bsim rules or regulations could materially adglraffect our business, financial condition
and results of operations.

Health and safety laws, regulations and permitirequents may become more stringent or otherwisagdaAny such changes could
require us to incur materially higher costs thancweently have. Our costs of complying with cutrand future health and safety laws,
regulations and permit requirements, and any li&s| fines or other sanctions resulting from atans of them, could adversely affect our
business, financial condition and results of openast

Our revenue may fluctuate, which may result in aghi degree of variability in our results of operatie and make it difficult for us to plan
based on our future outlook and to forecast our fue performance.

Our revenue may fluctuate from period to period tiua wide variety of factors. Since we rely oresab a limited number of direct
customers and end-use customers, changes in ddrmamdne or more direct customers or end-userssiganificantly impact our revenue from
period to period. In addition, the sales cyclesdior products, including their qualification foreysre long and can result in unpredictability in
our revenues. We expect to have an increasing m@ge of our products sold for use in capital migewhich orders tend to be larger and
more sporadic, that will further increase this wtctability and the difficulty for us in forecastj quarterly or annual performance. Because c
these factors, we have a limited basis on whigbréalict our quarterly revenue. Our profitabilitgrfn period-to-period may also vary due to the
mix of products that we sell in different period$iese factors may result in a high degree of véitiain our results of operations and will
make it difficult for us to accurately evaluate gidn based on our future outlook and to forecaattgrly or annual performance.

Our results of operations could be adversely affatif our operating expenses incurred do not coesd with the timing of our revenues.

Most of our operating expenses, such as manufagtfaicility expenses, employee compensation arghrek expenses, are either
relatively fixed in the short-term or incurred idvance of sales. In addition, our spending levedsbased in part on our expectations regardin
future revenues. As a result, if revenues for éi@dar quarter are below expectations, we maybeadble to proportionately reduce operating
expenses for that quarter. Our reliance on saladitoited number of direct customers and end-ustotners, the length of our sales cycles an
the potentially increasing percentage of our préslsold for use in capital projects each can capseadic demand for our products which
would limit our ability to predict future sales. iSHimitation could result in our being unable &mluce spending quickly enough to compensat:
for reductions in sales and could therefore adWeséect our results of operations for any patdécwoperating period.

Shortages of the raw materials used in the prodoctiof our products, increases in the cost of suchterials or disruptions in our suppl
chain could adversely impact our financial conditicand results of operations.

The raw materials used in the production of oudpaots consist primarily of polyester and glassrfib&ttings, silica precursors and
additives. Although we are not dependent on anysopglier, we are dependent on the ability of dirdtparty suppliers to supply such
materials on a timely and consistent basis. Whiésé¢ raw materials are available from numerouscssuthey may be subject to fluctuation
availability and price.

48



Table of Contents

In addition, fluctuations in ethanol prices mayeatfthe cost of silica precursors. Our third-paxppliers may not dedicate sufficient resource:
to meet our scheduled delivery requirements oisappliers may not have sufficient resources t@fatiur requirements during any period of
sustained demand. Failure of suppliers to sup@hays in supplying or disruptions in the supplyioHar our raw materials, or allocations in
the supply of certain high demand raw componemtsidcmaterially adversely affect our ability to nheer delivery schedules on a timely and
competitive basis and results of operations.

Fluctuations in the prices of these raw materialdd have a material adverse effect on resultgpefations. Our ability to pass increases
in raw material prices on to our customers is kaitlue to competitive pricing pressure and the tagéetween increased costs and
implementation of related price increases.

In particular, we purchase silica precursors frevesal suppliers, mostly pursuant to individualghase orders and not pursuant to long:
term contracts. We do not have a secure, long-seipply of silica precursors. We may not be ablestablish arrangements for secure, long-
term silica precursors supplies at prices condistéth our current costs or may incur a delay ipy while we seek alternative sources. Any
inability to continue to purchase silica precurgmussuant to purchase orders, without long-terneegents in place, or to otherwise establish
long-term supply of silica precursors at pricessistent with our current costs, would have a makexdlverse effect on our ability to increase
our sales and achieve profitability.

If we do not continue to develop and maintain distation channels for our products and to meet ounstomer’ demand for our products,
our results of operations could be adversely aftstt

For a significant portion of our revenues, we retysales to distributors who then sell our prodiwsnd-users in our target markets. Ou
success depends, in part, on our maintaining aatify relationships with these distributors. Oistributors require us to meet expectations o
delivery, quality and pricing of our products, athpthe distribution channel level and at the lexfehe end-user of our products. If we fail to
meet expected standards, our revenues would delith¢his could materially adversely affect ouribess, results of operations and financial
condition. In addition, we have been unable at sitoeproduce sufficient amounts of our producté®t demand from our customers and we
may not be able to avoid capacity constraints énftiiure if demand exceeds our expectations oravédf bring into operation as planned the
third production line at our East Providence fagitir the second manufacturing facility to be l@chin Europe, Asia or North America. If we
are unable to deliver our products within such stioreframes, we may be at risk of losing direcend-use customers. Accordingly, shortfalls
in sales could materially adversely affect our bass and results of operations.

The qualification process for our products can benigthy and unpredictable, potentially delaying adimm of our products and incurring
significant expense

Qualification of our products by many of our directd end-use customers can be lengthy and unpbicind many of these direct and
end-use customers have extended budgeting andrpment processes. This extended sales processa®tjue dedication of significant time
by our personnel and our use of significant finahgsources, with no certainty of success or regowef our related expenses. Furthermore,
even after an extensive qualification processpoaducts may fail to meet the standards soughtupyend-use customers and may not be
qualified for use by such end-use customers. Sudahure to qualify may result in us losing suchhgmanies as endsers of our products, whi
would cause a decrease in our revenue or reveiowglgrate either of which could materially adveysaffect our business and results of
operations.

We may enter into agreements that may limit our létito broadly market our products or could invavuture obligations, which could
make it more difficult for us to commercialize ceit of our products and negatively affect our bugiss and results of operations.

In order to commercialize our products, we may int® commercial arrangements with distributor§NM3 or other customers. These
agreements have contained, and may in the futuricg exclusivity, ownership and other terms tiaty limit our ability to commercialize
any products or technology developed in conneatiith such agreements, including in ways that wadibenvision at the time of entering ir
the agreement. These agreements may contain tatbpicifications or minimum volumes that must bleieved. However, these agreements
may not obligate either party to make any purchases result, our ability to commercialize produict a certain region or for a certain
application may be limited and as a consequencéwsiness, financial condition and results of opena could be materially adversely
affected.
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We are exposed to the credit risk of some of ouedi customers, including distributors, contractoesd OEMs, which subjects us to the ri
of non-payment for our products.

We distribute our products through a network ofrdisitors, contractors and OEMs, some of which metybe well-capitalized and may
be of a lower credit quality. This direct custometwork subjects us to the risk of non-paymenbiar products. Although we have not
experienced a significant incidence of non-paynf@nbur products, such non-payments may occureérfakure. In addition, during periods of
economic downturn in the global economy, our exp®sol credit risks from our direct customers mayréase, and our efforts to monitor and
mitigate the associated risks may not be effectivéhe event of non-payment by one or more ofditgct customers, our business, financial
condition and results of operations could be maligradversely affected.

Our working capital requirements involve estimatkased on demand and production expectations and megrease or increase beyond
those currently anticipated, which could harm ouesults of operations and financial condition.

In order to fulfill the product delivery requirentsrof our direct and end-use customers, we plawéoking capital needs in advance of
customer orders. As a result, we base our fundinigraventory decisions on estimates of future deinéfrdemand for our products does not
increase as quickly as we have estimated or drifgharply, our inventory and expenses could @&l our business and results of operations
could suffer. Alternatively, if we experience sallegxcess of our estimates, our working capitaédsemay be higher than those currently
anticipated. Our ability to meet this excess custodemand depends on our ability to arrange foitiaddl financing for any ongoing working
capital shortages, since it is likely that cashvffoom sales will lag behind these investment regaients. In addition, we plan to increase our
inventory in order to meet our expected future desndhis would result in an increase in our work@agital requirements that could harm our
results of operations and financial condition.

Breakdowns, security breaches and other disrupti@iur information technology systems could comprize our information and expos
us to liability, which would cause our business arebutation to suffer.

In the ordinary course of our business, we cobext store sensitive data, including intellectualpgrty, our proprietary business
information and that of our suppliers, customers bmsiness partners, and personally identifialfterimation. The secure maintenance of this
information is critical to our operations and bsia strategy. Despite our security measures, fammation technology and infrastructure may
be vulnerable to breakdowns, attacks by hackebseaches due to employee error, malfeasance ardigreptions. Any such breakdown or
breach could compromise our networks and the indion stored there could be accessed, publiclyatisd, lost or stolen. There can be no
assurance that our management or diligence effdiftprevent such breakdowns or breaches in outesys. Any such access, disclosure or
other loss of information could result in legalioia or proceedings, liability under laws that pobtine privacy of personal information or other
laws, disrupt our operations and damage our reipatathich could adversely affect our business.

We may incur significant costs complying with engitmental laws and related claims, and failure toraply with these laws and regulations
could expose us to significant liabilities, whictouald adversely affect our results of operations.

Costs of compliance with regional, national, statd local existing and future environmental laws eegulations could adversely affect
our cash flow and results of operations. We areired to comply with numerous environmental lawd sggulations and to obtain numerous
governmental permits in order to operate our féedliand in connection with the design, developpmainufacture and transport of our
products and the storage, use, handling and dispbeazardous substances, including environmeates, regulations and permits governing
air emissions. We may incur significant additiooasts to comply with these requirements. If wetaitomply with these requirements, we
could be subject to civil or criminal liability, deages and fines, and our operations could be tdtar suspended. In addition, certain foreign
laws and regulations may affect our ability to estgwoducts outside of the United States. Exiséngironmental laws and regulations could be
revised or reinterpreted and new laws and reguiattmuld be adopted or become applicable to usmpmducts, and future changes in
environmental laws and regulations could occur.sEHactors may materially increase the amount wst imuest to bring our processes into
compliance and impose additional expense on ouatipas.
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Among the changes to environmental laws and reigalathat could occur is the adoption of regulafoayneworks to reduce greenhouse
gas emissions, which a number of countries, pdatilyuin the European Union, have adopted, or aresitlering adopting. These include
adoption of cap and trade regimes, carbon taxeBjatve permitting, increased efficiency standarand incentives or mandates for renewabls
energy, any of which could increase the costs afufecturing our products and increase our compéiausts, which could materially
adversely affect our business and results of ojpesat

In addition, private lawsuits, including claims f@mediation of contamination, personal injury oygerty damage, or actions by regio
national, state and local regulatory agenciesuitinly enforcement or cost-recovery actions, mayenlly increase our costs. Certain
environmental laws make us potentially liable doiat and several basis for the remediation of aobmhation at or emanating from properties
or facilities we currently or formerly owned or optd or properties to which we arranged for ttspasal of hazardous substances. Such
liability may require us to pay more than our fiare and could require us to address contaminediosed by others. For example, the site of
our East Providence facility contains certain lsvad contamination caused by prior third-party\dtiés on and near the site. Such
contamination remains in place under a state-aggroeed restriction, and we are required to comwgly such deed restriction and the
accompanying soil management plan. In generakléeel restriction prohibits the residential usehefpproperty and the use of groundwater as
potable water, and requires the maintenance ohergng controls and annual inspections to helpeeexposure to contaminated soils. The
soil management plan requires us to notify theestavironmental agency with respect to any soibeation, stockpiling, sampling and off-site
disposal of excavated soil. Although we have naot teamake material expenditures to satisfy thegairements to date, in the future, we may
incur additional costs to comply with these requieats and failure to do so could disrupt the ojpamatf our facility or could subject us to
liability for environmental remediation. We may urdiability relating to the remediation of contamation, including contamination we did not
cause.

We may not be able to obtain or maintain, from tbméme, all required environmental regulatory @yals. A delay in obtaining any
required environmental regulatory approvals ouf&ilto obtain and comply with them could materialtiversely affect our business and res
of operations.

We may face certain product liability or warrantyaims from our products, including from improper stallation of our products by third
parties. As a consequence, we could lose existing future business and our ability to develop, matkand sell our insulation could b
harmed.

The design, development, production and sale opmaucts involve an inherent risk of product llapiclaims and associated adverse
publicity. We may be named directly in product ligp suits relating to our products, even for deferesulting from errors of our distributors,
contractors, OEMs or end-use customers. These €leduld be brought by various parties, includirgjrdbutors, contactors, OEMs and other
direct end-use customers who are purchasing prediirgtctly from us, or end-use customers who pwetmar products from our distributors.
We could also be named as co-parties in produatitiasuits that are brought against the distrdyat contractors, OEMs and end-use
customers. Our products are often installed inema-use customers’ complex and capital intensigiitfas in inherently hazardous or
dangerous environments, including in the energiropeemical and power generation industries, whieegotential liability from risk of loss
could be substantial. The failure of our produotpérform to customer expectations, whether obectuse of improper installation, could ¢
rise to warranty claims against us. We are cuiydaiting steps to educate our distributors, cotdrac OEMs and end-use customers about th
proper installation procedures to mitigate the déln uncontrolled burn-in for very high temperatapplications of Pyrogel XT and XT-E.
However, installation of our products is handledthiyd parties over whom we have no control andrsror defects in their installation may
also give rise to claims against us, diminish aanid or divert our resources from other purposey. & these claims, even if without merit,
could result in costly litigation or divert managemt’'s attention and resources. In addition, mangusfproducts are integrated into the final
products of our customers. The integration of codpcts may entail the risk of product liability warranty claims based on malfunctions or
hazards from both our products and the final preglatour customers.

A material product liability claim may seriouslyrmaour results of operations, as well as damagewstomer relationships and
reputation. Although we carry general liability imance, our current insurance coverage could hdfiognt to protect us from all liability that
may be imposed under these types of claims. Insareaverage is expensive, may be difficult to abtaid may not be available in the future
on acceptable terms or at all. Our distributorsitiaetors, OEMs and end-use customers may notd@deguate insurance to cover against
potential claims. This insurance may not providecathte coverage against potential losses, andiifislor losses exceed our liability insura
coverage, we may go out of business. In additimsyriance coverage may become more expensive, whigld harm our results of operations.
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Our contracts with U.S. government agencies mayjsebus to audits, criminal penalties, sanctionsdnther expenses and fines.

We perform contract research services for U.S. gowent agencies and our products are sold to cestthat may incorporate them i
government projects. U.S. government agenciesjdird the Defense Contract Audit Agency and thedbepent of Labor, routinely audit
government contractors. These agencies review @maor's compliance with contract terms and cdodg, performance under its contracts,
cost structure and compliance with applicable laegulations and standards. The U.S. governmeotnads/ review the adequacy of a
contractor’s systems and policies, including a @gtbr’'s purchasing, property, estimating, billiagcounting, compensation and managemen
information systems. Any costs found to be overgbdror improperly allocated to a specific cont@cany amounts improperly billed or
charged for products or services will be subjecetmbursement to the government. As a governmamtractor, we are required to disclose to
the U.S. government credible evidence of certamfations of law and contract overpayments. If weefaund to have participated in improper
or illegal activities, we may be subject to ciuilchcriminal penalties and administrative sanctiamduding termination of contracts, forfeiture
of profits, suspension of payments, fines and susipa or prohibition from doing business with the&SUgovernment. Any negative publicity
related to such contracts, regardless of the acguwfasuch publicity, may adversely affect our Imesis or reputation.

Our contracts with U.S. government agencies may hetfunded by future appropriations and are subjéstmodification or termination at
any time prior to their completion.

Our contracts with U.S. government agencies argestuto the availability of appropriated funds. Th&. government funds our contract
research work through a variety of funding prograinad rely on monies appropriated by Congress.nitpoint, the availability of funding
could change, thus reducing the opportunities &w or continued revenues to us from governmentraonivork. Revenue from contracts with
U.S. government agencies constituted 7.0%, 4.8%8p4nd 3.3% of total revenue in 2011, 2012, 201Btha first nine months of 2014,
respectively. We expect that our revenue under sanlracts will continue to decline due to the redeend toward tightening of federal
spending guidelines and programs.

In addition, under our contracts, the U.S. govemingenerally has the right not to exercise optionsxtend or expand our contracts and
may modify, curtail or terminate the contractstatcionvenience. Our government customers may netr@ur existing contracts after the
conclusion of their terms and we may not be ablenter into new contracts with U.S. government agem Any decision by the
U.S. government not to exercise contract optiort® onodify, curtail or terminate our contracts ot to renew our contracts or enter into new
contracts with us would adversely affect our rexenu

Our revolving credit facility contains financial ad operating restrictions that may limit our accegscredit. If we fail to comply with
covenants in our revolving credit facility, we m#ge required to repay our indebtedness thereunddriclt may have an adverse effect on «
liquidity.

Provisions governing our revolving credit facilitppose restrictions on our ability to operate, urdthg, for some of the agreements and
instruments, but not for others, our ability to:

* incur additional debi

» pay dividends and make distributiol

» redeem or repurchase capital stc

+ create liens

» enter into transactions with affiliates; a

» merge or consolidate with or into other entit

Our revolving credit facility also contains otherstomary covenants. We may not be able to comply thiese covenants in the future.
Our failure to comply with these covenants may ltaauithe declaration of an event of default andldacause us to be unable to borrow funds
under our revolving credit facility. In addition pyeventing additional borrowings under our revafycredit facility,
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an event of default, if not cured or waived, magutein the acceleration of the maturity of indelstess outstanding under the revolving credit
facility, which would require us to pay all amouptststanding. Such an event may also lead our terideexercise their security interest in our
assets, including all of our intellectual propeatyd all of our real property and equipment at castBProvidence facility. If an event of default
occurs, we may not be able to cure it within angligpble cure period, if at all. If the maturity ofir indebtedness is accelerated, we may not
have sufficient funds available for repayment ormagy not have the ability to borrow or obtain stiffnt funds to replace the accelerated
indebtedness on terms acceptable to us, or at all.

If we lose key personnel upon whom we are dependenif we are unable to successfully recruit andtain skilled employees, we may r
be able to manage our operations and meet our €gat objectives.

Our continued success depends to a considerableedegon the continued services of a small numbeuioemployees with critical
knowledge of our products, our manufacturing precesir intellectual property, our customers andgbabal operations. The loss or
unavailability of any of these individuals couldrimaour ability to execute our business plan, mataportant business relationships and
complete certain product development initiativebjolr could harm our business. In the event thatadrigese key individuals leave their
employment with us or take new employment with mpetitor, our business and results of operationgdcloe materially adversely affected.
addition, our continued success depends upon thility, contributions, vision, skills, experiea and effort of our senior management,
financial, sales and marketing, engineering andycton teams. We do not maintain “key persmsurance on any of our employees. We |
entered into employment agreements with certain lbeesnof our senior management team, but none séthgreements guarantee the service
of the individual for a specified period of timell Af the agreements with members of our senioragament team provide that employment is
at-will and may be terminated by the employee gttane and without notice.

Although we do not have any reason to believewamay lose the services of any our employees evitical knowledge of our
products, our manufacturing processes, our cuswared our global operations or any of our senianagament, financial, sales and
marketing, engineering and production teams irfdheseeable future, the loss of the services ofdditlgese individuals might impede our
operations or the achievement of our strategicfamaacial objectives. The loss or interruption loé tservice of any of these individuals or our
inability to attract or retain other qualified pensmel or advisors could have a material adverszefin our business, financial condition and
results of operations and could significantly regloar ability to manage our operations and implemen strategy.

Our ability to use our net operating loss carryfoands may be subject to limitation, which could rdsin a higher effective tax rate and
adversely affect our financial condition and resalbf operations.

We performed analyses pursuant to Internal Rev@uge Section 382, as well as similar state prongi order to determine whether
any limitations might exist on the utilization oftroperating losses and other tax attributes. Basdtlese analyses, we determined that it is
more likely than not that an ownership change aeclion June 10, 2008, resulting in an annual limitaon the use of our net operating losse:
and other tax attributes as of such date. Genemlthange of more than 50% in the ownership afmapanys stock, by value, over a three y
period constitutes an ownership change for U.Serdncome tax purposes. An ownership change mayad company'’s ability to use its net
operating loss carryforwards attributable to thequkprior to such change. We also determinedw®ahad builtin gains of $29.5 million at tt
date of that ownership change. Built-in gains iaseethe limitation under the Internal Revenue Caeletion 382 to the extent triggered during
the five year period subsequent to the date of@aamhich period ended in June 2013. As a reshidtentire $29.5 million of net operating
losses expired unutilized in June 2013.

At September 30, 2014, we had $173.3 million ofoperating losses available to offset future felde@me, if any, which expire on
various dates through December 31, 2033. We expatour initial public offering completed on Juk®, 2014 resulted in an ownership
change and, as a result, we expect a significamiopaf these net operating losses will likely ggpunutilized.
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Risks Related to Our Intellectual Property
Our inability to protect our intellectual propertyights could negatively affect our business and wéis of operations.

Our ability to compete effectively depends in pgyon developing, maintaining and/or protectingllatdual property rights relevant to
our aerogel product forms, applications, manufaegutechnologies and brand names. We rely prinlgigmad a combination of patent
protection, trade secret laws, confidentiality aodidisclosure agreements, trademark registratammmon law rights and licensing
arrangements to establish and protect the intebégiroperty rights relevant to our business. Havethese measures may not be adequate ir
every given case to permit us to gain or keep amypetitive advantage, particularly in those cowstiwhere the laws do not protect our
proprietary rights as fully as or where the enfareat tools are weaker or less effective than tiodee United States. In particular, since
aerogels were developed approximately 80 yearsthge has been a wide range of research, devefdgm@nd publication related to aerogels,
which makes it difficult to establish intellectyaioperty rights to many key elements of aerogéinetogy and to obtain patent protection.
Accordingly, much of the general technology thatuge in our manufacture of aerogel blankets igpnotected by patents.

Where we consider it appropriate, our strategg seiek patent protection in the United States aéimer @ountries on technologies used in
or relating to our aerogel product forms, applimasi and manufacturing technologies. As of Septerd@e2014, we had 21 issued U.S. patent:
and 34 issued foreign patents, including two UaBepts and one European patent that we co-ownthiith parties. The issuance of a patent is
not conclusive as to its scope, validity or enfataéity. Thus, any patent held by us or to be igsizeus from a pending patent application,
could be challenged, invalidated or held unenfdstea litigation or proceedings before the U.SteRaand Trademark Office and/or other
patent tribunals. Third parties could develop tetbgies that circumvent the patent protection weetgecured. No consistent policy regarding
the breadth of patent claims has emerged to dateibnited States and the landscape could becarne umcertain in view of future rule
changes by the United States Patent and Tradenffice Qhe introduction of patent reform legislatiand decisions in patent law cases by the
federal courts including the United States Supr&uoert.

The patent landscape outside the United Statesisless predictable. As a result, the validity entbrceability of patents cannot be
predicted with certainty. For example, we are avedreompetitors that manufacture and market aernogelation products in China, where it
may be difficult for us to enforce our intellectymbperty rights against these or other competitaraddition, we may fail to apply for patents
on important technologies or product candidatestimely fashion, if at all, and our existing amndure patents may not be sufficiently broad tc
prevent others from practicing our technologief@m developing competing products or technologiegarticular given the long history of
aerogel development. Furthermore, third partieddcpractice our intellectual property rights inrteries where we do not have patent
protection. Such third parties may then try to imgooducts made using our intellectual propergts into the United States or other
countries. Our strategy is to seek registratiotraddemarks for our brands in many, but not alhefjurisdictions in which we sell our products
based on various factors, including our sales velim the jurisdiction, our ability to enforce lbtavs and cost. Our strategy may not be
adequate to protect our brands in all circumstgresggecially in foreign jurisdictions.

As of September 30, 2014, we had 17 pending U.t8npapplications and 15 pending foreign patentiegjons, as well as a family of
pending foreign patent applications that we co-evith another third party. Our pending patent aggilans are directed to various enabling
technologies for the product forms, applicationd aranufacturing technologies that support our eurpeisiness, as well as aspects of produc
under development or contemplated for the futuhe iBsuance of patents from these applicationduesaomplex legal and factual questions
and, thus, we cannot assure you that any of outipgrpatent applications will result in the issuainé patents to us. The U.S. Patent and
Trademark Office, relevant foreign patent officesl ather relevant patent tribunals may deny orirecgignificant narrowing of claims in our
pending patent applications. Patents issued asudt tf any of our pending patent applications mai/cover our enabling technology and/or
the products or processes that support our cuoreiature business or afford us with significantsoercial protection against others with
similar technology. Proceedings before the U.Sefand Trademark Office could result in adversasifens as to the priority of our
inventions and the narrowing or invalidation ofigla in issued patents. In addition, our pendingpapplications filed in foreign countries
are subject to laws, rules and procedures thardifbm those of the United States, and thus forpitent applications may not be granted ¢
if counterpart United States patents are issued.

Patents covering technologies that are similar aperior to our technologies may be developed oraited by third parties. We may need
seek licenses to these technologies, which coutfdtlour ability to manufacture our products and hava material adverse effect on o
business and results of operations.
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Competitors or other third parties may indepengesitvelop and obtain patents covering technoladjasare similar or superior to the
product forms, applications or manufacturing tedbgies that we employ. In such event, we may neebtain licenses for these technologies
However, we may not be able to obtain licensesasanable terms, if at all, which could limit obilidy to manufacture our current and/or
future products and operate our business.

Our contracts with the U.S. government and otheirthparties could negatively affect our intellectuproperty rights.

To further our product development efforts, oueatists and engineers work closely with custontbiesU.S. government and other third
parties to research and develop advancementsagelgroduct forms, applications and manufactuteapnologies. We have entered into
agreements with private third parties and have l&earded numerous research contracts with theddxernment to independently or jointly
research, design and develop new devices and syst@tincorporate aerogel material. We also exjgeenter into similar private agreements
and be awarded similar government contracts iritthiee. In some instances, the research and dewelopactivities that we conduct under
contract with the U.S. government and/or with piévéird parties may produce intellectual propéstyvhich we may not have ownership or
exclusive rights and will be unable to protect mnatize.

Moreover, when we develop new technologies usir®y government funding, the government may obtaitamerights in any resulting
patents, technical data and/or other confidentidl@roprietary information, generally including,aaminimum, a non-exclusive license
authorizing the U.S. government to use the inventiechnical data or software for non-commerciappses. This federal government funding
may limit when and how we can deploy our technoldgyeloped under those contracts. In addition,ritiwas must be reported promptly to
the funding agencies, the federal funding mustibel@sed in any resulting patent applications, amdrights in such inventions will normally
be subject to government license rights, periodgt{gontract utilization reporting, foreign manufaing restrictions and “march-in” rights.
March-in rights refer to the right of the U.S. gowaent to require us to grant a license to therteldyy to a responsible applicant or, if we
refuse, the government may grant the license itfaié U.S. government may exercise its march-intsigf it determines that action is
necessary because we fail to achieve practicaicgipin of any technology developed under contwatit the government or because action is
necessary to alleviate health or safety needsgtet nequirements of federal regulations or to greference to United States industry. The |
government may also have the right to discloseconfidential and proprietary information to thirdrgies. In addition, failure to comply with
all the government contract requirements may résuls losing the patent rights.

Our U.S. government-sponsored research contraealse subject to audit and require that we prokedeilar written technical updates
on a monthly, quarterly or annual basis, and, @tctinclusion of the research contract, a final rego the results of our technical research.
Because these reports are generally availablestpublic, third parties may obtain some aspectsioiconfidential and proprietary information
relating to our product forms, applications andaf@mufacturing processes. If we fail to provide éheports or to provide accurate or complete
reports, the U.S. government could obtain rightartg intellectual property arising from the relatedearch.

Furthermore, there could be disputes between us @miyate third party as to the ownership rigbtaity inventions that we develop in
collaboration with such third party. Any such dipmay cause us to incur substantial costs, anld ptace a significant strain on our financ
resources, divert the attention of management fsancore business and harm our reputation.

We rely on trade secrets to protect our technologryd our failure to obtain or maintain trade secrgtotection could adversely affect our
competitive business position.

We rely in part on trade secret protection to mbtenfidential and proprietary information relafito our technology, particularly where
we do not believe patent protection is appropmratebtainable. We continue to develop and refimenttanufacturing technologies used to
produce our aerogel products and believe that we hlxeady developed, and will continue to devesignificant know-how related to these
technologies. However, trade secrets can be diffioiprotect. We may not be able to maintain therscy of this information and competitors
may develop or acquire equally or more valuablerimfation related to the manufacture of comparabtegel products. Our strategy for scale-
up of commercial production will continue to reguirs to share confidential and proprietary infoforatvith the U.S. government and other
third parties. While we take reasonable effortprintect our trade secrets, our employees, conss|temntractors or scientific and other
advisors, or those of our business partners, ntaptionally or inadvertently disclose our confidah&ind proprietary information to
competitors. Any enforcement of claims by us thdtial party has obtained and is using our tradeeds is expensive, time consuming and
uncertain. In addition, foreign courts are somesitess willing than United States courts to protexxie secrets.
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We require all employees and consultants to exemriéidentiality and/or nondisclosure agreementsnufne commencement of an
employment or consulting arrangement with us, wiaigteements generally require that all confidemitial proprietary information developed
by the individual or made known to the individuglus during the course of the individual’'s relatbip with us be kept confidential and not
disclosed to third parties. These agreements fugbeerally provide that inventions conceived by itidividual in the course of rendering
services to us will be our exclusive property. Néveless, these agreements may not be honoreduamdafidential and proprietary
information may be disclosed, or these agreemeatsha unenforceable or difficult to enforce. Wepalsquire customers and vendors to
execute confidentiality and/or nondisclosure agremis However, we have not obtained such agreerfrentsall of our customers and
vendors. Moreover, some of our customers may besuto laws and regulations that require themisoldse information that we would
otherwise seek to keep confidential. Our confiddratnd proprietary information may be otherwiseldised without our authorization or
knowledge. Moreover, third parties could reversgimeer our manufacturing processes, independeatigldp substantially equivalent
confidential and proprietary information or othes@igain access to our trade secrets. Failure totamaitrade secret protection could enable
others to produce competing products and adveedtdgt our competitive business position.

We could become subject to intellectual propertigktion that could be costly, limit or invalidateur intellectual property rights, divert time
and efforts away from business operation, requirg to pay damages and/or otherwise have an adverstnal impact on our business.

The success of our business is highly dependeptainacting our intellectual property rights. Unaariked parties may attempt to copy or
otherwise obtain and use our products and/or emgbdichnology. Policing the unauthorized use ofiotallectual property rights is difficult
and expensive, as is enforcing these rights agairesithorized use by others. Identifying unautteatiase of our intellectual property rights is
difficult because we may be unable to monitor #whhologies and/or materials being employed byrgihgies. The steps we have taken or
will take may not prevent unauthorized use of otellectual property rights, particularly in foraigountries where enforcement of intellectual
property rights may be more difficult than in thaitéd States.

Our continued commercial success will also deparghit upon not infringing the patents or violatwther intellectual property rights of
third parties. We are aware of patents and paglications generally relating to aspects of oght®logies filed by, and issued to, third
parties. Our knowledge of the patent landscape rgipect to the technologies currently embodietiwibur aerogel products and the
technologies that we practice in manufacturing ¢éhlm®ducts indicates that the third-party pategittsa most relevant to our business are those
owned by Cabot and licensed to us under the ciomsse agreement with Cabot. Nevertheless, we taletermine with certainty whether
patents or patent applications of other parties materially affect our ability to conduct our busés. There may be existing patents of which
we are unaware that we may inadvertently infringsulting in claims against us or our customersetent years, Chinese and Japanese e
have filed significantly more application paterdtated to aerogel products in both their home a@sand in foreign countries. These
application patents may make it more difficult @EMs and end-use customers in these countriestowrsproducts in new and different
applications, which in turn may limit our abilitg penetrate new markets.

In the event that the manufacture, use and/orcalar products or technologies is challengedf our product forms or technologies
conflict with patent rights of others or our opé&as conflict with trademark or similar rights ahers, third parties could bring legal actions
against us in the United States, Europe or othentties, claiming damages and seeking to enjoimtaeufacturing and/or marketing of our
products. In addition, it is not possible to preaiith certainty what patent claims may arise frpemding patent applications of third parties. Ir
the United States, for example, patent prosecutionproceed in secret prior to issuance of a pgpeovided such application is not filed in a
foreign jurisdiction. For U.S. patent applicatidhat are also filed in foreign jurisdictions, sysdtent applications will not be published until
18 months from the filing date of the applicatiés. a result, third parties may be able to obtatema with claims relating to our product
forms, applications and/or manufacturing procesgdash they could attempt to assert against us oead-users. In either case, litigation may
be necessary to enforce, protect or defend ouldnteal property rights or to determine the vaiidind scope of the intellectual property rights
of others. Any such litigation could be unsuccelssfause us to incur substantial costs, divertuesss and the efforts of our personnel away
from daily operations, harm our reputation andésutt in the impairment of our intellectual progeaights. In some cases, litigation may be
threatened or brought by a patent holding compatiye(wise known as non-practicing entities or patenlls”) or other adverse patent owner
who has no relevant product revenues and agairishwlar patents may provide little or no deterreritere are found to infringe any patents,
we could be required to:
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» pay substantial monetary damages, including lasfitpr reasonable royalties and/or treble damafg@s infringement is found to t
willful;

» totally discontinue or substantially modify apsoducts or processes that are found to be imtiwi of another party’s intellectual
property rights; and/c

» seek a license to continue making and sellimgpooducts and/or using our manufacturing procgsshich we may not be able to
obtain on reasonable terms, if at all, which caigrhificantly increase our operating expenses ardiorease our revent

If our competitors are able to use our technologheut payment to us, our ability to compete effeglyy could be harmed. Our contracts
generally indemnify our customers for third-parkgims of intellectual property infringement relatedour manufacture of the products, and
typically up to the amount of the purchase priciel par the product. The expense of defending tludmiens may adversely affect our results of
operations.

Loss of the intellectual property rights that wesdéinse from Cabot Corporation would have a matedalverse impact on our busines

We have licensed certain intellectual propertytsghom Cabot under a cross license agreementeTiheslectual property rights have
been and continue to be critical to the manufaabfieur existing products and may also be importamur research, development and
manufacture of new products. Any loss of the ietlial property rights granted to us thereundetuding as a result of ineffective protection
of such rights by Cabot or a breach of or dispuiden the agreement by either party would have @mahiadverse impact on our financial
condition, results of operations and growth prospeand might prevent us from continuing our bussne

Risks Related to Our Common Stock

We have incurred and will continue to incur costeiéd demands upon management as a result of complyiritl the laws and regulations
affecting public companies in the United States, ialhmay adversely affect our results of operations.

We are subject to the reporting requirements otkehange Act that require us to file, among othargs, quarterly reports on Form 10-
Q and annual reports on Form 10-K. Under Sectich@Qhe Sarbanes-Oxley Act of 2002 (the “Sarbabeley Act”), as a part of each of
these reports, our chief executive officer and fcfiiancial officer are required to evaluate angar their conclusions regarding the
effectiveness of our disclosure controls and pracesiand to certify that they have done so. Effedtiternal controls are necessary for us to
provide reliable financial reports and prevent ffan addition, under Section 404 of the SarbaneleyDAct, we will be required to include a
report of management on our internal control ousarfcial reporting in our Form 10-K. This requiremvill first apply to our Form 10-K for
our fiscal year ended December 31, 2015. In additipon the later of our second annual report @ffitlst annual report required to be filed
with the SEC following the date we are no longefamerging growth company” as defined in the JOBS, £he independent registered public
accounting firm auditing our financial statementh e required to attest to and report on the@feness of our internal control over finan
reporting. The process of improving and documentimginternal controls and complying with Sectidi®4will be expensive and time
consuming, and will require significant attentidmmanagement.

Complying with these and other requirements apblecto public companies may place a strain on eussqnnel, information technology
systems and resources and divert managemati€ntion from other business concerns. We mag teehire additional accounting and finan
staff with appropriate public company experience tathnical accounting knowledge, and we may nattde to do so without incurring
additional costs.

These and other requirements may also make it diffireult or more costly for us to obtain certaypes of insurance, including
directors’ and officers’ liability insurance. We ynbe forced to accept reduced policy limits anderage or incur substantially higher costs to
obtain the same or similar coverage.

57



Table of Contents

The impact of these requirements could also makmie difficult for us to attract and retain quiglif persons to serve on our board of
directors, our board committees or as executivieer. Any one of these requirements could havanal adverse effect on our business,
financial condition and results of operations.

Because we are a public company, we are obligatedevelop and maintain proper and effective intetrantrol over financial reporting. If
our internal controls over financial reporting areletermined to be ineffective, or if our auditorseantherwise unable to attest to their
effectiveness when required, investor confidenceour company, and our common stock price, may beeadely affected.

We will be required, pursuant to Section 404 of $agbanes-Oxley Act, to furnish a report by manageron, among other things, the
effectiveness of our internal control over finaheeporting for the first fiscal year beginningefthe completion of our initial public offering,
which will be for the fiscal year ended December&115, and in each year thereafter. Our indepandgistered public accounting firm will
not be required to formally attest to the effeati@es of our internal control over financial repagtuntil the later of our second annual report ol
the first annual report required to be filed witle ISEC following the date we are no longer an “g@nergrowth company,” as defined in the
JOBS Act. These assessments will be required tadedisclosure of any material weaknesses idedtlly our management in our internal
control over financial reporting.

Although our independent registered public accagnfirm did not complete an audit of internal cadrover financial reporting as of
December 31, 2013, one significant deficiency teiinal controls was identified in connection witle foreparation of our financial statements.
In light of our becoming a public company, we detigred that we had a significant deficiency relatiogpur need for additional accounting
financial reporting staff. While we have taken ant to remediate this significant deficiency, imthg hiring external consultants to provide
additional resources in connection with the 2018ryend and hiring an additional full-time financéadd accounting staff person during the
quarter ended June 30, 2014, we cannot assurédgbthere will not be material weaknesses or atiggrificant deficiencies in our internal
controls in the future.

We are in the very early stages of the costly dralenging process of compiling our system of inédicontrols over financial reporting
and processing documentation necessary to perfegravaluation needed to comply with Section 404 .rivdg discover, and not be able to
remediate, future significant deficiencies or miateveaknesses. We may not be able to completevaluation, testing and any required
remediation in a timely fashion, any of which wouldke us less likely to detect or prevent fraudriyuthe evaluation and testing process, if
we identify one or more material weaknesses inimternal control over financial reporting, we wik unable to assert that our internal cont
are effective. If we are unable to assert thatim@rnal controls over financial reporting are effee, we could lose investor confidence in the
accuracy and completeness of our financial repwriscould cause us to fail to meet our reportidjgations, which could have a material
adverse effect on the price of our common stocladdition, a delay in compliance with Section 404ld subject us to a variety of
administrative sanctions, including SEC actionligikility for short form resale registration, tlseispension or delisting of our common stock
from The New York Stock Exchange, and the inabitityegistered broker-dealers to make a marketimcommon stock, which would further
reduce our stock price and could harm our business.

We are eligible to be treated as an “emerging growwbmpany” as defined in the JOBS Act, and we cahbe certain if the reduced
disclosure requirements applicable to emerging gtbwompanies makes our common stock less attradivimvestors.

We are an “emerging growth company”, as definethénJOBS Act. For as long as we continue to benarging growth company, we
may take advantage of exemptions from various temprequirements that are applicable to otheripudgmpanies that are not emerging
growth companies, including:

* not being required to comply with the auditor adé&en requirements of Section 404 of the Sark-Oxley Act, as described aboy

* reduced disclosure obligations regarding exeewtompensation in this prospectus and our pegimgports and proxy statements;
and

» exemptions from the requirements of holdingabinding advisory vote on executive compensatimhstockholder approval of
any golden parachute payments not previously ajsok

We will remain an emerging growth company until &aliest to occur of (i) the end of the fiscal yfa which we report $1.0 billion or
more in annual revenues, (ii) the end of the figear in which the market value of our common stoekl by non-affiliates exceeds $700
million on the last business day of our secondafigtiarter, (iii) our issuance, in a three yeaiqagrof more than $1.0 billion of notenvertible
debt, and (iv) December 31, 2019. Even after wlonger qualify as an emerging growth company, wg siél qualify as a “smaller reporting
company” which would allow us to take advantagenahy of the same exemptions from disclosure remérgs, including not being required
to comply with the auditor attestation requiremenftSection 404 of the Sarbanes-Oxley Act and redulisclosure obligations regarding
executive compensation in our periodic reports puoaty statements. We cannot predict if investand for will find our common stock less
attractive because we may rely on these exemptibsgme investors find our common stock less etive as a result, there may be a less
active trading market for our common stock andsiack price may be more volatile.
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The trading market in our common stock has beenilied and substantially less liquid than the averatyading market for a stock quoted ¢
The New York Stock Exchange.

Since our initial listing on The New York Stock Evange on June 13, 2014, the trading market in oomeon stock has been limited and
substantially less liquid than the average tradiragket for companies quoted on the New York Staoshange. The quotation of our common
stock on The New York Stock Exchange does not agbiat a meaningful, consistent and liquid tradirayket currently exists. We cannot
predict whether a more active market for our comistogk will develop in the future. An absence ofaative trading market could adversely
affect our stockholdersibility to sell our common stock at current manetes in short time periods, or possibly at al iAactive market me
also impair our ability to raise capital by selliogr common stock and may impair our ability touiog| other companies, products or
technologies by using our common stock as condideraAdditionally, market visibility for our commmstock may be limited and such lack of
visibility may have a depressive effect on the reagkice for our common stock. As of September28d4, more than 55% of our outstanding
shares of common stock was held by our officergatirs, beneficial owners of 5% or more of ouwsiies and their respective affiliates,
which adversely affects the liquidity of the traglimarket for our common stock, in as much as fédeurities laws restrict sales of our shi
by these stockholders. If our affiliates continaénbld their shares of common stock, there willilmited trading volume in our common stock,
which may make it more difficult for investors tellstheir shares or increase the volatility of stock price. In addition, approximately
15,490,845 shares of common stock are currenttyictedd from resale under securities laws or assalt of lock-up agreements, further
limiting the liquidity of our common stock.

We expect that the price of our common stock wilidtuate substantially which could subject us tocseities class action litigation and rest
in substantial losses to our stockholders.

The price of our common stock may fluctuate suligty due to a number of factors, including thédwing, some of which are beyond
our control:

» volume and timing of orders for our produc
» quarterly and yearly variations in our or our cotitpes’ results of operation:

e our announcement or our competitors’ announcgsregarding new products, product enhancemegtsfisant contracts, number
of distributors, acquisitions or strategic investiise

e announcements of technological innovations relatngerogels, thermal management and energy infcdste insulation
» results of operations that vary from the expectetiof securities analysts and invest

» the periodic nature of our sales cycles, in paldicfor capital projects in the industrial marke

* our ability to develop, obtain regulatory clearancapproval for and market new and enhanced pteduca timely basit
» future sales of our common stock, including salesir executive officers, directors and significatuckholders

e announcements by third parties of significdainas or proceedings against us, including withareg to intellectual property and
product liability;

e changes in accounting principles; ¢

e general U.S. and global economic conditionsa@heér factors, including factors unrelated to operating performance or the
operating performance of our competitc
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Furthermore, the U.S. stock market has at timesmapced extreme volatility that in some casestezs unrelated or disproportionate
the operating performance of particular compari@gse broad market and industry fluctuations masisgly affect the market price of our
common stock, regardless of our actual operatimfppaance.

In the past, following periods of market volatilistockholders have instituted securities classmditigation. If we were involved in
securities litigation, it could have a substantia$t and divert resources and the attention obeaior management team from our business
regardless of the outcome of such litigation.

Securities analysts may not continue coverage of oommon stock or may issue negative reports, whigly have a negative impact on t
market price of our common stock.

The trading market for our common stock reliesart pn the research and reports that industrynanfiial analysts publish about us or
our business. Securities analysts may elect notdeide research coverage of our common stocledifisties analysts do not cover our
common stock, the lack of research coverage magectne market price of our common stock to declinene or more of the analysts who
elects to cover us downgrades our stock, our gtack would likely decline substantially. If onemiore of these analysts ceases coverage of
us, we could lose visibility in the market, whiehturn could cause our stock price to decline.dditon, rules mandated by the Sarba@edey
Act and a global settlement reached in 2003 betwleeISEC, other regulatory agencies and a numhere$tment banks have led to a nun
of fundamental changes in how analysts are reviemeldcompensated. In particular, many investmeniting firms are required to contract
with independent financial analysts for their stoe&earch. It may be difficult for companies susloars, with smaller market capitalizations,
to attract independent financial analysts that @alWver our common stock. This could have a negatfert on the market price of our stock.

Our directors, officers and principal stockholdetsve significant voting power and may take actiathsit may not be in the best interests of
our other stockholders.

As of September 30, 2014, our officers, directod principal stockholders and their affiliates eotively controlled approximately
55.5% of our outstanding common stock without givffect to the voting waiver by the Fidelity Furrégerenced in the immediately
subsequent risk factor. As a result, these stoddns] if they act together, will be able to contr@d management and affairs of our company
and most matters requiring stockholder approvaluiting the election of directors and approvaligh#icant corporate transactions. This
concentration of ownership may have the effectedéying or preventing a change of control and maghtersely affect the market price of our
common stock. This concentration of ownership matyte in the best interests of our other stocklrslde

As a result of the issuance of shares of our comstmek upon conversion of our convertible notes thedeverse stock split at the time
of our initial public offering, the percentage afrmutstanding shares held by our executive officer a fully diluted basis (including shares
issuable upon exercise of options held by our eexwofficers) is approximately 0.2%, which is siggantly less than the approximately 5.4%
it would have been had the initial public offeripgce of our common stock been at the mpalnt of the price range indicated in our prelinmy
prospectus, subject to completion, dated June 24 Bther than at the actual public offering p€&11.00 as described in the Prospectus. W
have historically used stock options as a measseking to align employee incentives with the iesés of our stockholders. Given the
reduction in the anticipated equity incentive comgat for our employees as noted above, we gratbe#t eptions and restricted stock units to
employees in September 2014. As a result of tlaatgthe percentage of our outstanding shareshyetdir executive officers on a fully diluted
basis increased to 2.9%.

Anti-takeover provisions in our restated certificate intorporation and restated by-laws, and Delawaasvi could delay or discourage a
takeover.

Anti-takeover provisions in our restated certifeeaf incorporation and restated by-laws and Deladar may have the effect of
deterring or delaying attempts by our stockholdenemove or replace management, engage in praxgsts and effect changes in control.
The provisions of our charter documents include:

» procedures for advance natification of stockholu@minations and proposa
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» the inability of our stockholders to call a sjg¢ meeting of the stockholders and the inabiityur stockholders to act by written
consent

» the ability of our board of directors to create rdivectorships and to fill any vacancies on thertiad directors
» the ability of our board of directors to amend pestated b-laws without stockholder approval; a

» the ability of our board of directors to isayeto 5,000,000 shares of preferred stock withtagkholder approval upon the terms
and conditions and with the rights, privileges aneferences as our board of directors may deterr

Further, as a result of the agreement we entetediith the Fidelity Funds in June 2014 wherebyFRfaelity Funds have waived their
right to vote with respect to any shares they eirtaffiliates possess in excess of 14.9% of otal mutstanding shares, it could be more
difficult for stockholders to achieve any specffiercentage voting threshold. Based on a recentfliBgby Fidelity Funds on July 10, 2014,
we believe the Fidelity Funds hold approximately828 of our common stock and, as a result, approeiind4.9% of our shares of common
stock will not be voted for so long as such sharesheld by the Fidelity Funds.

In addition, as a Delaware corporation, we areettip Delaware law, including Section 203 of theddvare General Corporation Law.
In general, Section 203 prohibits a Delaware cafon from engaging in any business combinatiomaity interested stockholder for a pe
of three years following the date that the stocbobecame an interested stockholder unless cefteiific requirements are met as set for
Section 203. These provisions, alone or togethoerddchave the effect of deterring or delaying chemigp incumbent management, proxy
contests or changes in control.

Our restated certificate of incorporation designate state or federal court located within the StateDelaware as the exclusive forum for
certain types of actions and proceedings that mayitiitiated by our stockholders, which could limaur stockholders’ ability to obtain a
favorable judicial forum for disputes with us or audirectors, officers of employee

Our restated certificate of incorporation providest, subject to limited exceptions, a state oefaticourt located within the State of
Delaware will be the exclusive forum for (1) anyidative action or proceeding brought on our beh@f any action asserting a claim of
breach of a fiduciary duty owed by any of our diogs, officers or other employees to us or ourldiotders, (3) any action asserting a claim
against us arising pursuant to any provision oflbéaware General Corporation Law, our restatetificate of incorporation or our amended
and restated by-laws, or (4) any other action #sggea claim against us that is governed by therivdl affairs doctrine. Any person or entity
purchasing or otherwise acquiring any intereshiaras of our capital stock shall be deemed to hatiee of and to have consented to the
provisions of our restated certificate of incorpima described above. This choice of forum provisieay limit a stockholdes’ ability to bring .
claim in a judicial forum that it finds favorablerfdisputes with us or our directors, officers tivas employees, which may discourage such
lawsuits against us and our directors, officers emgloyees. Alternatively, if a court were to fitbse provisions of our restated certificate of
incorporation inapplicable to, or unenforceabledspect of, one or more of the specified typesctibas or proceedings, we may incur
additional costs associated with resolving suchtenain other jurisdictions, which could adversaffect our business and financial condition.

Future sales of our common stock or the possibility perception of such future sales may depress stack price and impair our ability to
raise future capital through the sale of our equigecurities.

Our stockholders from prior to our initial publifering (the “Pre-IPO Stockholders”) hold a subsimumber of shares of our common
stock that they will be able to sell in the pubthiarket in the near future. A significant portiontieése shares are held by a small number of
stockholders. Sales by Pre-IPO Stockholders obatantial number of shares or the perception tieste sales could occur, could significantly
reduce the market price of our common stock. Sualistly all of the remaining shares of our commawsck are available for resale in the pu
market, subject to the restrictions on sale ordi@nduring the usual 180-day post-initial publffeang lockup period. Registration of the sale
of these shares of our common stock would perreit #ale into the market immediately. As restriati@n resale end or upon registration of
any of these shares for resale, the market priceio€ommon stock could drop significantly if theldrers of these shares sell them or are
perceived by the market as intending to sell thEhese sales could also impede our ability to raisee capital.

Moreover, the holders of approximately 15,438,183ras of common stock, as well as approximatelyshiz®es underlying certain
outstanding warrants to purchase our common staoke rights, subject to some conditions, to requéréo include their shares in registration
statements that we may file for ourselves or osiv@ckholders.
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The 15,438,137 registrable shares of common stottanding represent approximately 67% of the toahber of shares of our common st
outstanding as of September 30, 2014. By exercibiaig registration rights and selling a large nembf shares, these holders could cause the
prevailing market price of our common stock to dezl

In addition, because we require additional funddeteelop new products and continue to expand osinbes, we may conduct substar
future offerings of equity securities. Future egusisuances, including future public offerings wiufe private placements of equity securities
and any additional shares issued in connection agttuisitions, will result in further dilution tovestors and, as a result, may decrease the
market price of our common stock.

We do not intend to pay cash dividends in the faeable future and, consequently, your ability toh#eve a return on your investment will
depend on appreciation in the price of our commadock.

We have never declared or paid cash dividends oroaumon stock and we do not intend to pay any dasdends on our common
stock in the foreseeable future. We currently ekpecetain all available funds and any future @ags for use in the operation and expansic
our business. In addition, the terms of our revawredit facility restrict our ability to pay doénds and any future credit facilities, loan
agreements, debt instruments or other agreement$uriber restrict our ability to pay dividends.y@ents of future dividends, if any, will be
at the discretion of our board of directors afeirig into account various factors, including ousiness, results of operations and financial
condition, current and anticipated cash needs sflamexpansion and any legal or contractual litidtes on our ability to pay dividends. As a
result, capital appreciation, if any, of our comnstock will be your sole source of potential gainthe foreseeable future.

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

(a) Unregistered Sales of Equity Securitis®t applicable.

(b) Use of Proceeds from Initial Public Offering of Qoion Stock We registered shares of our common stock in atiiorewith our initial
public offering pursuant to a registration statet@mForm S-1 (File No. 333-195523), which was dead effective by the SEC on June 12,
2014, and a registration statement on Form S-g (#d. 333-196719) filed pursuant to Rule 462(bthef Securities Act of 1933, as amended,
or the Securities Act.

We received aggregate net proceeds from the offefimpproximately $74.7 million, after deducting.® million of underwriting
discounts and approximately $3.5 million of offeriexpenses.

As of September 30, 2014, we have used $19.8 mitliche net proceeds of the offering to repayaibunts outstanding under our
subordinated notes and our revolving credit facdind $2.4 million of the net proceeds of the offgifor capital expenditures. The remainder
of the net proceeds is held in a deposit accoutht &major financial institution in North Americédle have broad discretion in the use of the
net proceeds from our initial public offering arautd spend the proceeds in ways that do not impooveesults of operations or enhance the
value of our stock. There has been no materialghamour planned use of the balance of the netgaas from the offering as described in the
Prospectus.

(c) Purchases of Equity Securities By the Issuer afiiad¢d Purchasers We did not repurchase any of our equity securifiering the quarter
ended September 30, 2014.
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ltem 3.  Defaults Upon Senior Securities
None.
ltem 4.  Mine Safety Disclosures.

Not applicable.

Item 5.  Other Information.
None.
ltem 6.  Exhibits.
(a) Exhibits
10.1 Amended and restated loan and security agreematet] &eptember 3, 2014 and effective as of Augus2@14, by and between
the Company and Silicon Valley Bank (previouslgdilas Exhibit 10.1 to the Current Report on Forkifded on September 9,
2014 (File No. 00-36481) and incorporated herein by referen
10.2+ 2014 employee, director and consultant equity iticerplan (previously filed as Exhibit 99.10 to tRegistration Statement on
Form &-8 filed on August 13, 2014 (File No. 3-198124) and incorporated herein by referer
10.3+  Form of restricted stock unit agreement for exeeutifficers under 2014 employee, director and clbaisuequity incentive plar
10.4+  Form of restricted stock agreement for directodenr2014 employee, director and consultant eqaitgrtive plan (previously filed
as Exhibit 10.2.3 to Amendment No. 1 to the Regigin Statement on Form S-1 filed on May 14, 204.4he form of restricted
stock agreement under 2014 employee, director ansiuitant equity incentive plan (File No. 333-193band incorporated herein
by reference under its revised nan
31.1 Certification of principal executive officer undSection 302(a) of the Sarba-Oxley Act of 2002
31.2 Certification of principal financial officer und&ection 302(a) of the Sarba-Oxley Act of 2002
32 Certifications of the principal executive officaerdathe principal financial officer under Sectior63df the Sarbanes-Oxley Act of
2002.
101 The following materials from Aspen Aerogels, Indsarterly Report on Form 10-Q for the quarter énSleptember 30, 2014,

formatted in XBRL (eXtensible Business Reportingngaage): (i) the Consolidated Balance Sheets (uteal)dhs of September 30,
2014 and December 31, 2013, (ii) the Consolidatate8ients of Operations (unaudited) for the threkrane months ended
September 30, 2014 and 2013, (iii) the Consolid&tadements of Cash Flows (unaudited) for the minaths ended September 30,
2014 and 2013, and (iv) the Notes to Consolidaiedritial Statements (unaudite

+  Management contract or compensatory plan or arraage
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

ASPEN AEROGELS, INC

Date: November 7, 2014 By: /s/ Donald R. Youny

Donald R. Younc
President and Chief Executive Officer
(principal executive officer

Date: November 7, 2014 By: /s/ John F. Fairbanl

John F. Fairbank
Vice President, Chief Financial Officer and Treasur
(principal accounting and financial office
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Exhibit 10.3
Restricted Stock Unit No.
ASPEN AEROGELS, INC.

Restricted Stock Unit Award Grant Notice for Employees, Directors and Consultants
Restricted Stock Unit Award Grant under the Company
2014 Employee, Director and Consultant Equity InisenPlan

1. Name and Address of Participa

2. Date of Grant of
Restricted Stock Unit Awart

3. Maximum Number of Shares underlying
Restricted Stock Unit Awarc

4, Vesting of Award: [This Restricted Stock Unit AwasHall vest in ] installments (provided that the number of
shares vesting on each date shall be rounded dotie hearest whole number, whilst the number afeshvesting on the final
vesting date shall be the remaining unvested balahthe Shares) as follows provided the Partidigman Employee, director
Consultant of the Company or of an Affiliate on #gplicable vesting date

[Insert Vesting Schedule]

[Notwithstanding the foregoing vesting schedule)%0of the then unvested portion of this RestriGéatck Unit Award shall vest in the
event of a Change of Control, unless the Partitipegeives an offer to remain employed by the Camgpa the position specified in his or her
employment agreement (and lacking one, in the ipositeld by such person immediately prior to the@fe of Control) (or equivalent
position) at a comparable rate of compensationugopenefits and other material terms as contdieegin for at least two years following the
Change of Control event. In addition, 100% of thentunvested portion of this Restricted Stock Bmitard shall vest in the event of a
termination of the Participant’'s employment witle tBompany without Cause or by the Participant foodGReason at any time during the two
(2) year period following the consummation of a @ of Control transaction.]

[As used herein, “Cause” means: (i) willful miscoet] dishonesty, fraud or breach of fiduciary diatyhe Company; (ii) deliberate
disregard of the lawful rules or policies of thengmany, or breach of an employment or other agreewmiém the Company, which results in
direct or indirect loss, damage or injury to ther@any; (i) the unauthorized disclosure of anyleaecret or confidential information of the
Company; (iv) the commission of an act which cdogts unfair competition with the Company or whilctluces any customer or supplier to
breach a contract with the Company or (v) condubstantially prejudicial to the business of the @amy or any Affiliate.]

[As used herein a “Change of Control” means antheffollowing: (i) any Person or Group (within theaning of Section 13(d)(3) of the
Securities Exchange Act of 1934) (other than adteos Group which is a shareholder of the Companilarch 17, 2010) is or becomes the
beneficial owner, directly or indirectly, throughparchase, merger or other acquisition transaatiageries o



transactions, of capital stock of the Company Emgitsuch Person or Group to control 50% or mortheftotal voting power of the capital st

of the Company entitled to vote generally in thecgbn of directors, where any voting capital sto€kvhich such Person or Group is the
beneficial owner that are not then outstandingdaeemed outstanding for purposes of calculating pecbentage; other than in connection witt
the Company’s issuance of its capital stock in@abfide financing transaction the proceeds of whaiahto be utilized for its general corporate
purposes (including without limitation the retirem®r repayment of outstanding debt obligations)jipany sale or transfer of all or
substantially all of the assets of the Companynttizer Person. “Person” means an individual, anpaship, a corporation, a limited liability
company, an association, a joint stock compangysd, ta joint venture, an unincorporated organiwatr any other entity, including a
governmental entity or any department, agency &tigad subdivision thereof.]

[As used herein, “Good Reason” means: (i) any nadtbreach by the Company of any employment agreé¢migh the Participant that is
not cured by the Company within thirty (30) dayteafvritten notice specifying in reasonable deta#l nature of such material breach is
provided to the Company by the Participant; (i§ ttemotion of the Participant such that the Paditi no longer serves in the position
specified in his or her employment agreement (ackihg one, in the position held by such persotherDate of Grant) or a material reduction
in the Participant’s current duties and authoritgiich position, in each case, without his or lo@sent; (iii) the written demand by the
Company for the Participant to relocate or comnmuéee than 40 miles from Northborough, Massachuseétteout his or her consent; or
(iv) any reduction by the Company in the Particifmbase salary without his or her consent.]

Notwithstanding the foregoing, in the event thetiegant ceases to be an Employee, director or Gltarst of the Company or of an
Affiliate by reason of Disability while the Partpzant is an Employee, director or Consultant ofGleenpany or of an Affiliate, the then unves
portion of this Restricted Stock Unit Award shadist to the extent of a pro rata portion throughdde of the Participant’s termination of
service due to Disability of the number of shahedt tvould have vested on the next vesting datahméarticipant not become Disabled. The
proration shall be based upon the number of dagsiad in the current vesting period prior to theed# the Participans' termination of servic
due to Disability.

Notwithstanding the foregoing, in the event of tleath of the Participant while an Employee, direotaConsultant of the Company or
an Affiliate, the then unvested portion of this Riesed Stock Unit Award shall vest to the extehaigro rata portion through the date of death
of the number of shares that would have vesteth@meéxt vesting date had the Participant not died. proration shall be based upon the
number of days accrued in the current vesting depitor to the Participant’s date of death.
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The Company and the Participant acknowledge reoéipis Restricted Stock Unit Award Grant Notigedaagree to the terms of the

Restricted Stock Unit Agreement attached heretoimcwtporated by reference herein, the CompanylsiZBmployee, Director and Consultant
Equity Incentive Plan and the terms of this RewdcStock Unit Award as set forth above.

ASPEN AEROGELS, INC.

By:
Name;
Title:

Participant



ASPEN AEROGELS, INC.

RESTRICTED STOCK UNIT AGREEMENT -
INCORPORATED TERMS AND CONDITIONS

AGREEMENT made as of the date of grant set fortthenRestricted Stock Unit Award Grant Notice begwéspen Aerogels, Inc. (the
“Company”), a Delaware corporation, and the indidbiwhose name appears on the Restricted StockMvratd Grant Notice (the
“Participant”).

WHEREAS, the Company has adopted the Aspen Aerolgels2014 Employee, Director and Consultant Bgliitentive Plan (the
“Plan”), to promote the interests of the Companyphbgviding an incentive for Employees, directorsl &onsultants of the Company and its
Affiliates;

WHEREAS, pursuant to the provisions of the Plag,@lmmpany desires to grant to the Participantictstr stock units (“RSUs”) related
to the Company’s common stock, par value $0.00@0kpare (“Common Stock”), in accordance with ttevisions of the Plan, all on the
terms and conditions hereinafter set forth; and

WHEREAS, the Company and the Participant underséaadagree that any terms used and not definethheaee the meanings ascrit
to such terms in the Plan.

NOW, THEREFORE, in consideration of the premises tie mutual covenants contained herein and f@raghbod and valuable
consideration, the receipt and sufficiency of which hereby acknowledged, the parties hereto hexgi®e as follows:

1. Grant of Award The Company hereby grants to the Participanhtmber of RSUs set forth in the Restricted Stock Bward Grant
Notice (the*Award”) which represents a contingent entitlemefthe Participant to receive shares of Commonli&toe the terms and
conditions and subject to all the limitations smth herein and in the Plan, which is incorpordteckin by reference. The Participant
acknowledges receipt of a copy of the Plan.

2. Vesting of Award

(a) Subject to the terms and conditions set farttinis Agreement and the Plan, the Award grantedlyeshall vest as set forth in the
Restricted Stock Unit Award Grant Notice and isjsabto the other terms and conditions of this A&gnent and the Plan. On each vesting dat
set forth in the Restricted Stock Unit Award Grhlatice, the Participant shall be entitled to reeesuch number of shares of Common Stock
equivalent to the number of RSUs set forth oppasiteh vesting date provided that, on such vestatg,dhe Participant is a director, Emplo
or Consultant of the Company or an Affiliate. Sstlares of Common Stock shall thereafter be delivbyethe Company to the Participant
within five days of the applicable vesting date amdccordance with this Agreement and the Plae. gurchase price is $0.00001 per share
payable if and when shares of Common Stock aredsby the Company, which payment will be made leyGompany on behalf of the
Participant as compensation for the Participani@rservice to the Company and which amount wéllrbported as income on the Participant’
W-2 (or other applicable form) in the year of payine

(b) Except as otherwise set forth in this Agreemiétihe Participant ceases to be, for any reaaatirector, Employee or Consultant of
the Company or an Affiliate (the “Termination”) prito a vesting date set forth in the RestrictestistUnit Award Grant Notice, then as of the
date on which such relationship is terminated with Participant, all unvested RSUs shall immedydbel forfeited to the Company and this
Agreement shall terminate and be of no furtherdarceffect.

3. Prohibitions on Transfer and Sal€his Award (including any additional RSUs receil®y the Participant as a result of stock divide
stock splits or any other similar transaction affegthe Company’s securities without receipt ofisideration) shall not be transferable by the
Participant otherwise than (i) by will or by theviaof descent and distribution, or (ii) pursuanatqualified domestic relatiot




order as defined by the Internal Revenue Codette Tof the Employee Retirement Income Security éwthe rules thereunder. Except as
provided in the previous sentence, the shares ofrftan Stock to be issued pursuant to this Agreestealt be issued, during the Participant’s
lifetime, only to the Participant (or, in the evefitegal incapacity or incompetence, to the Pirdiot’s guardian or representative). This Awarc
shall not be assigned, pledged or hypothecatedyimay (whether by operation of law or otherwisedl ghall not be subject to execution,
attachment or similar process. Any attempted temsissignment, pledge, hypothecation or otheiodiipn of this Award or of any rights
granted hereunder contrary to the provisions &f 8gction 3, or the levy of any attachment or sinprocess upon this Award shall be null anc
void.

4. Adjustments The Plan contains provisions covering the treatm&RSUs and shares of Common Stock in a numbesrdingencies
such as stock splits. Provisions in the Plan fgustthent with respect to this Award and the relgteaisions with respect to successors to the
business of the Company are hereby made applibabéeinder and are incorporated herein by reference.

5. Securities Law Compliancélhe Participant specifically acknowledges andeagrthat any sales of shares of Common Stocklshall
made in accordance with the requirements of therBixs Act of 1933, as amended. The Company ctiyréias an effective registration
statement on file with the Securities and Exchabgmmission with respect to the Common Stock toraatgd hereunder. The Company
intends to maintain this registration statementhiag no obligation to do so. If the registraticatestnent ceases to be effective for any reason
there is a restriction under foreign law, a Pgptiait will not be able to transfer or sell any of ghares of Common Stock issued to the
Participant pursuant to this Agreement unless exiempfrom registration or filings under applicalstecurities laws are available. Furtherm
despite registration, applicable securities lawg neatrict the ability of the Participant to reda or her Common Stock, including due to the
Participant’s affiliation with the Company. The Cpamy shall not be obligated to either issue the @omStock or permit the resale of any
shares of Common Stock if such issuance or resalgdwiolate any applicable securities law, rulegegulation.

6. Rights as a StockholdeThe Participant shall have no right as a stoakémwlincluding voting and dividend rights, with pest to the
RSUs subject to this Agreement.

7. Incorporation of the PlanThe Participant specifically understands and egjthat the RSUs and the shares of Common Stdak to
issued under the Plan will be issued to the Ppgiti pursuant to the Plan, a copy of which PlarPidugicipant acknowledges he or she has rec
and understands and by which Plan he or she agrédsesbound. The provisions of the Plan are incatea herein by reference.

8. Tax Liability of the Participant and Paymenflaies. The Participant acknowledges and agrees thainaoyne or other taxes due
from the Participant with respect to this Awardtoe shares of Common Stock to be issued pursudhistéd\greement or otherwise sold shall
be the Participant’s responsibility. Without linni¢j the foregoing, the Participant agrees that dfeurapplicable law the Participant will owe
taxes at each vesting date on the portion of thar8hen vested the Company shall be entitled togdiate payment from the Participant of
the amount of any tax required to be withheld y@ompany. Any taxes due shall be paid, at the@optf the Company as follows:

(a) through reducing the number of shares of Com8tonk entitled to be issued to the Participanthenapplicable vesting date in
an amount equal to the amount of minimum withhaidex due and payable by the Company. Fractiorskshwill not be retained to satisfy
any portion of the withholding tax. Accordingly gtfParticipant agrees that in the event that theuainaf withholding tax owed would result in
a fraction of a share being owed, that amounthélkatisfied by withholding the fractional amouminfi the Participant’'s paycheck;

(b) requiring the Participant to deposit with then@pany an amount of cash equal to the amount detednby the Company to be
required with respect to the statutory minimumhaf Participant’s estimated total federal, statelaodl tax obligations or otherwise
withholding from the Participant’s paycheck an amioegual to the withholding tax due and payable; or
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(c) if the Company believes that the sale of sheassbe made in compliance with applicable seesriaws, authorizing, at a time
when the Participant is not in possession of mateonpublic information, the sale by the Partiaipan the applicable vesting date of such
number of shares of Common Stock as the Compalwats a registered broker to sell to satisfy tlhengany’s withholding obligation, after
deduction of the broker's commission, and the brakell be required to remit to the Company thénaeecessary in order for the Company to
satisfy its withholding obligation. To the extehetproceeds of such sale exceed the Company’sitalkolding obligation the Company agrees
to pay such excess cash to the Participant asapracticable. In addition, if such sale is ndlisient to pay the Company'’s tax withholding
obligation the Participant agrees to pay to the @amy as soon as practicable, including throughtiaaail payroll withholding, the amount of
any tax withholding obligation that is not satisfiey the sale of shares of Common Stock. The Raatit agrees to hold the Company and the
broker harmless from all costs, damages or expert®mng to any such sale. The Participant ackedges that the Company and the broker
are under no obligation to arrange for such sadmwtparticular price. In connection with such saleshares of Common Stock, the Participant
shall execute any such documents requested bydkerin order to effectuate the sale of shargSamhmon Stock and payment of the
withholding obligation to the Company. The Partaip acknowledges that this paragraph is intendedrnuply with Section 10b5-1(c)(1(i)(B)
under the Exchange Act.

The Company shall not deliver any shares of Com8tork to the Participant until it is satisfied tladltrequired withholdings have been
made.

9. Participant Acknowledgements and Authorizations

The Participant acknowledges the following:

(a) The Company is not by the Plan or this Awarligalbed to continue the Participant as an Emplog@egctor or Consultant of the
Company or of an Affiliate.

(b) The Plan is discretionary in nature and magumpended or terminated by the Company at any time.

(c) The grant of this Award is considered a onectimenefit and does not create a contractual or ot to receive any other
award under the Plan, benefits in lieu of awardanyr other benefits in the future.

(d) The Plan is a voluntary program of the Compang future awards, if any, will be at the sole déson of the Company,
including, but not limited to, the timing of anyamt, the amount of any award, vesting provisiordstae purchase price, if any.

(e) The value of this Award is an extraordinaryritef compensation outside of the scope of any eynpémt or service. As such,
the Award is not part of normal or expected comp#as for purposes of calculating any severancggnation, redundancy, end of service
payments, bonuses, long-service awards, pensimticrment benefits or similar payments. The futtakie of the shares of Common Stock is
unknown and cannot be predicted with certainty.

(fH The Participant (i) authorizes the Company asd\ffiliates or, if the Participant is not empleg by the Company or an Affilial
his or her employer, to furnish the Company andffgiates (and any agent administering the Plapmviding recordkeeping services) with
such information and data as it shall request deioto facilitate the grant of the Award and thenadstration of the Plan, (ii) waives any data
privacy rights he or she may have with respectitthsnformation or the sharing of such informatiand (iii) authorizes the Company and its
Affiliates to store and transmit such informationelectronic form.



10. Notices Any notices required or permitted by the termghif Agreement or the Plan shall be given by recegl courier service,
facsimile, registered or certified mail, returnegat requested, addressed as follows:

If to the Company:

Aspen Aerogels, Inc.

30 Forbes Road, Building B
Northborough, MA 01532
Attention: Chief Financial Officer

If to the Participant at the address set forthrenRestricted Stock Unit Award Grant Notice ordolsother address or addresses of w
notice in the same manner has previously been givey such notice shall be deemed to have beemginehe earliest of receipt, one busit
day following delivery by the sender to a recogdizeurier service, or three business days followagling by registered or certified mail.

11. Assignment and Successors

(a) This Agreement is personal to the Participatwithout the prior written consent of the Compahgll not be assignable by the
Participant otherwise than by will or the laws ebdent and distribution. This Agreement shall irtorthe benefit of and be enforceable by the
Participant’s legal representatives.

(b) This Agreement shall inure to the benefit of & binding upon the Company and its successarassigns.

12. Governing Law This Agreement shall be construed and enforcedt@ordance with the laws of the Delaware, withgiving effect tc
the conflict of law principles thereof. For the pase of litigating any dispute that arises undier Agreement, whether at law or in equity, the
parties hereby consent to exclusive jurisdictiothen Commonwealth of Massachusetts and agreeubhtlisigation shall be conducted in the
state courts of Middlesex County, Massachusetteefederal courts of the United States for theridisof Massachusetts.

13. Severability If any provision of this Agreement is held toibealid or unenforceable by a court of competensgliction, then such
provision or provisions shall be modified to theemt necessary to make such provision valid andreeéble, and to the extent that this is
impossible, then such provision shall be deemdzktexcised from this Agreement, and the validitgality and enforceability of the rest of 1
Agreement shall not be affected thereby.

14. Entire AgreementThis Agreement, together with the Plan, constigtuhe entire agreement and understanding betlegatties
hereto with respect to the subject matter heredfsaupersedes all prior oral or written agreememdsumderstandings relating to the subject
matter hereof. No statement, representation, wafraovenant or agreement not expressly set forthis Agreement shall affect or be used to
interpret, change or restrict the express termspamdsions of this Agreement provided, howeveraity event, this Agreement shall be subjec
to and governed by the Plan.

15. Madifications and Amendments; Waivers and CotseThe terms and provisions of this Agreement maynbdified or amended as
provided in the Plan. Except as provided in thenPlae terms and provisions of this Agreement mawhived, or consent for the departure
therefrom granted, only by written document exedutg the party entitled to the benefits of sucimtepr provisions. No such waiver or
consent shall be deemed to be or shall constitutaieer or consent with respect to any other tesmgrovisions of this Agreement, whether or
not similar. Each such waiver or consent shallfiective only in the specific instance and for fhepose for which it was given, and shall not
constitute a continuing waiver or consent.

16. Section 409A The Award of RSUs evidenced by this Agreemenitended to be exempt from the nonqualified deférre
compensation rules of Section 409A of the Code‘abart term deferral’ds that term is used in the final regulations ahéroguidance issue
under Section 409A of the Code, including Treafegulation Section 1.409A-1(b)(4)(i)), and shalldomstrued accordingly.



Exhibit 31.1

CERTIFICATIONS UNDER SECTION 302

I, Donald R. Young, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Aspen Aerogels, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) evaluated the effectiveness of the registeadiisclosure controls and procedures and presantbd report our conclusions ab
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibydport based on such evaluation; ant

c) disclosed in this report any change in the teayig's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal corvelr financial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: November 7, 2014 /s/ Donald R. Youn

Donald R. Youn¢
President and Chief Executive Officer
(principal executive officer



Exhibit 31.2

CERTIFICATIONS UNDER SECTION 302

I, John F. Fairbanks, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Aspen Aerogels, Inc

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) evaluated the effectiveness of the registeadiisclosure controls and procedures and presantbd report our conclusions ab
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibydport based on such evaluation; ant

c) disclosed in this report any change in the teayig's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal corvelr financial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: November 7, 2014 /s/ John F. Fairbanl

John F. Fairbank
Vice President, Chief Financial Officer and Treasur
(principal accounting and financial office



Exhibit 32

CERTIFICATIONS UNDER SECTION 906

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 1358ptdr 63 of title 18, United States

Code), each of the undersigned officers of Asperogels, Inc., a Delaware corporation (the “Compangbes hereby certify, to such officer’s
knowledge, that:

The Quarterly Report on Form 10-Q for the quartetesl September 30, 2014 (the “Form 10-Q”) of then@any fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934, and the informationteored in the Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of the Company.

Dated: November 7, 2014 /s/ Donald R. Youn

Donald R. Younc
President and Chief Executive Officer
(principal executive officer

Dated: November 7, 2014 /s/ John F. Fairbanl

John F. Fairbank
Vice President, Chief Financial Officer and Treasur
(principal accounting and financial office

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon reques



